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**Non-Unique
Econ Bad

US Economy is suffering right now

Gerri Willis, CNN anchor and reporter, July 1, 2011, http://www.foxbusiness.com/on-air/willis-report/blog/2011/07/01/america-decline-hell-no

Four in ten Americans say they believe the U.S. economy is in permanent decline; headed on a downward path - that according to a CBS poll this week. The response is even worse than when the question was asked just 10 months ago. No doubt, our economy is suffering. Too few Americans are working. The housing market is in disarray. Prices are on the rise while incomes are stagnant.
US Economy in decline and taking a turn for the worst right now

Mark Riddix, investment management professional and contributor for Money Crashers, July 1, 2011, http://www.sfgate.com/cgi-bin/article.cgi?f=/g/a/2011/07/01/investopedia53733.DTL
A whole lot of economists and market prognosticators are predicting that the United States economy is slowly slipping back into a recession. The growth rate in the economic recovery has slowed, and a lot of disappointing economic news has been released recently. Whether the economy is taking a turn for the worse or not remains to be seen. A few factors, however, could send the United States economy into a double-dip recession. Let's take a look at them. (Hyperinflation isn't some historical curiosity. It is a very real risk that countries and governments still struggle with today. Check out An Introduction To Hyperinflation.) 
US Economy is suffering right now

Gerri Willis, CNN anchor and reporter, July 1, 2011, http://www.foxbusiness.com/on-air/willis-report/blog/2011/07/01/america-decline-hell-no

Four in ten Americans say they believe the U.S. economy is in permanent decline; headed on a downward path - that according to a CBS poll this week. The response is even worse than when the question was asked just 10 months ago. No doubt, our economy is suffering. Too few Americans are working. The housing market is in disarray. Prices are on the rise while incomes are stagnant
Econ Bad

Alternative causes to the economy declining
Shannon, Kerri May 11, 2011 (reporter @ the Economic Crisis 
http://economiccrisis.us/2011/05/government-spending-biggest-threat-economic-recovery/) 
A handful of factors threaten the strength of the U.S. economic recovery this year, like U.S. government spending and high unemployment, leading many to wonder just how well the country’s economy will fare in 2011. The U.S. Commerce Department reported last month that U.S. gross domestic product (GDP) growth slowed in 2011′s first quarter to 1.8%, down from 3.1% at the end of 2010. High gasoline prices and rough winter weather combined to drag down GDP. The news came a day after U.S. Federal Reserve Chairman Ben Bernanke held the first-ever Fed press conference and said he expects the U.S. economy to grow at a rate of 3.1% to 3.3% this year (down from the 3.4% to 3.9% previously projected). “Coming in at 1.8, to get to where Fed’s forecast is, you’re going to need some robust growth in [quarters] two, three and four,” Bob Andres, chief investment strategist and economist at Merion Wealth Partners told Reuters. “In my mind, the Fed’s forecast and the Street’s forecast are more than likely a little too optimistic going forward.” But reaching that robust growth won’t be easy for a country plagued with high unemployment, inflationary pressure, rising oil prices, a weak dollar and a troubled housing market, which weigh heavily on the U.S. economic recovery. Weekly jobless claims reported last Thursday were up 25,000 to 429,000, the third consecutive weekly increase. The four-week moving average of new claims hit 408,500 – the first time it’s been over 400,000 since mid-February. Out-of-work consumers will be spending less, especially as looming inflation threatens to push prices higher. Bernanke continues to dismiss inflation as a big U.S. economic concern, and the Fed decided last week to keep interest rates between 0.00% and 0.25% “for an extended period.” But U.S. consumers have complained that sky-high gasoline prices are eating away at household budgets and now some retailers are starting to raise prices. The U.S. economic recovery will suffer if consumer spending is cramped by higher consumer costs. “Consumers are spending more, but it’s getting soaked up in higher gas prices and higher food prices,” John Ryding, chief economist at RDQ Economics, told The New York Times. “That’s not leaving nearly as much left over for discretionary spending.” The country also continues to struggle with a politically divided Congress that is struggling agree on a federal budget. Hundreds of billions in spending cuts are needed each year to get U.S. government spending to a manageable level, but Congress is gridlocked over how much to cut and where to cut it from. Meanwhile U.S. Treasury Secretary Timothy F. Geithner said that the United States is set to reach its debt limit of $14.29 trillion by May 16. Through “extraordinary measures” the country can still borrow until Aug. 2, but Congress needs to come up with a solution by then. Threats to the U.S. economy also grew last week when special forces of the U.S. military captured and killed a major source of global terror, al-Qaida leader Osama bin Laden, after a 10-year manhunt
Spending High (1/3)
Spending is at an all-time high; 25% of the GDP is spend on the USFG.

Politifact.com 2011

“Mark Warner says federal spending is near all-time high, relative to GDP” Politifact awarded the Pulitzer Prize for National Reporting in 2009 for "its fact-checking initiative during the 2008 presidential campaign that used probing reporters and the power of the World Wide Web to examine more than 750 political claims, separating rhetoric from truth to enlighten voters.” <http://www.politifact.com/virginia/statements/2011/apr/22/mark-warner/mark-warner-says-federal-spending-near-all-time-hi/>//DoeS
In the coming weeks, U.S. Sen. Mark Warner and a bipartisan group of five colleagues are expected to introduce a tough-love plan for lowering debt that they promise will make everyone angry. Warner says his "Gang of Six" will propose an array of tax increases and spending reforms to entitlement programs such as Medicare, Medicaid and Social Security that would slice the national debt by $4 trillion over the next 10 years. He has been laying out the case for more taxes and less spending for months, calling the debt "a ticking time bomb." Warner appeared on "Face the Nation" on April 17 and told CBS newsman Bob Schieffer: "Right now we are spending at an all-time high; close to 25 percent of our GDP [is] being spent on the federal government. But our revenues are at an almost all-time low of about 15 percent [of GDP]." We wondered if he was right. GDP, or gross domestic product, is the measure of the total size of the U.S. economy during a given year. The Department of the Commerce has been tracking GDP since 1929. The Department of Treasury has been computing the size of government spending and revenues relative to GDP since 1940. It’s data backs up Warner’s contention. Rarely has government revenue been such a small portion of GDP, and rarely has spending been such a large chunk of the total economy. Let’s start with revenue. Ninety-three percent of federal receipts come from taxes on personal income, corporate income and payrolls. Uncle Sam took in $2.16 trillion during fiscal 2010, which ended Sept. 30. Revenues equaled 14.9 percent of GDP. In 2009 revenue was $2.11 trillion, again 14.9 percent of GDP. So both of those figures are close to the 15 percent mentioned by Warner. How do they compare to the past 70 years? The average since 1940 is 17.4 percent, and the average during the past 30 years is 18 percent. We found that revenue has not been below 15 percent of GDP since 1949 and 1950, when it checked in at 14.5 percent and 14.4 percent. During those post-World War II years, taxes were cut and the nation enjoyed rapid economic expansion. Medicare and Medicaid did not exist. There were 16 workers for each Social Security recipient, as compared to 2.9 workers per recipient today. The only other time where revenue was below the 15 percent level was 1940 through 1943, when the U.S. ran massive budget deficits to fund World War II. So Warner’s right when he says federal revenues "are at an almost all-time low." The revenue totals for 2009 and 2010 were the lowest percentage of GDP in 60 years. Now let’s look at spending. The federal government spent $3.46 trillion in fiscal 2010 fiscal year, down slightly from $3.52 trillion in the 2009 budget year. The 2010 figure was 23.8 percent of GDP, and the 2009 figure was 25 percent of GDP. Those numbers are above historical averages. Since 1940, federal spending has averaged 20.5 percent of GDP, and since 1981 the average is 21 percent. Spending under George W. Bush ranged from 18.2 percent in 2001 to a high of 20.7 percent in 2008.  From 1980 through 2000, spending mostly ranged between 20 percent and 22 percent of GDP. Only during World War II did expenditures climb above Warner’s 25 percent threshold. It peaked at 43.6 percent in 1943 and 1944 as the U.S. financed much of its global war efforts with debt. By 1946 the figure was down to 24.8 percent, and in 1948, spending fell to 11.6 percent of GDP. Let’s wrap up. Mark Warner said government revenue is close to an all-time low at 15 percent of gross domestic product, while spending is at 25 percent of GDP, which Warner says is an all-time high. Revenue levels -- 93 percent of which come from taxes -- haven’t been this low in 60 years. So Warner is right. He also aces the spending side. The U.S. has only seen government outlays chew up this much of GDP once in history, at the height of World War II.
Spending High (2/3)

U.S. Spending is at it’s highest in the status quo

Wealth Cycle ’10 (The Wealth Cycle, “U.S. Deficit Spending Frenzy Has Economy Teetering on the Brink”, http://wealthcycles.com/Deficit_Spending)

If we didn’t already know it, with the White House’s semi-annual budget report released on Friday, it becomes crystal-clear that government spending over the 18 months of the Obama administration puts past spending sprees to shame. And now the White House finally admits U.S. deficit spending won’t improve much any time soon. The report projects government spending to be more than 25% of GDP for fiscal year 2011, a larger proportion than at any time since World War II.  For the past couple of years the government has created massive amounts of new currency to fund economic stimulus programs to prop up failing banks, expand unemployment benefits and incentivize first-time home buyers and purchasers of energy-efficient cars and appliances. Yet despite the Fed’s run-away money-printing operation, the total money supply (M3) peaked in early 2009 and has been trending downward ever since. That’s because the money created from thin air by the Fed (base money) represents only about 14% of M3; the rest is created when you and I use our credit cards or borrow money for a new car or energy-efficient washing machine.  Some of those stimulus programs were designed to motivate consumers to borrow money—tempting consumers who, given the perilous state of the economy, may have been inclined to put off large purchases, with rebates on new fuel-efficient cars or insulated windows. Many of those programs didn’t work as well as they were expected to; when you’ve lost your job or have taken a pay cut, maybe you figure you shouldn’t spend money on a new water heater right now. In my state of California, the federally funded rebate program for energy efficient appliances has been expanded to cover additional products, since the first offer didn’t get as many takers as expected. Other stimulus programs, along with near-zero interest rates set by the Fed, were designed to inspire banks to lend more and consumers to borrow more, but the banks have remained tight-fisted and cautious, sitting on fat reserves.  Governments and central banks will do just about anything to avoid deflation, so the contraction of the M3 money supply probably is creating panic within the White House and the Fed. The U.S. government’s wild spending spree has the potential to create some $12 trillion in new currency overnight, if the banks ever decide to start lending out their reserves. The problem with this frantic, massive inflation of the currency supply is that it’s going to be difficult, if not impossible, to put on the brakes quickly enough to stop it should hyperinflation threaten. Once our creditors and the public wake up to the fact that the currency is dropping in value with every turn of the printing press, they will be rushing to shed their dollars. The U.S. and world economies are teetering on a fine line between a painful but ultimately corrective deflation and the most combustible hyperinflation in human history. The Fed’s foolish attempt to control the economy is like trying to roll a bowling ball down a samurai sword. (For more on these topics, see my two-part article, How Does Fiat Currency End?).  To paraphrase that old purported Chinese curse, we certainly are living in “interesting times.” 
Spending High (3/3)

Spending is at an all time high- Obama is planning to increase it by two-thirds.

Ferrara 6/29

Why the GOP Is Right On Taxes By Peter Ferrara (senior policy adviser at the conservative Institute for Policy Innovation and has worked for the Cato Institute and Heritage Foundation. He was a Senior Fellow of the Free Enterprise Fund ("FEF"), a free market advocacy group.) Published June 29, 2011 FoxNews.com <http://www.foxnews.com/opinion/2011/06/29/why-gop-is-right-on-taxes/>//DoeS

Under the budget passed by the Republican controlled House, federal taxes as a percent of GDP would return to their long term historical average since World War II. Any tax increases beyond that, as President Obama and the Democrats demand, would constitute a big government breakout threatening the world leading prosperity America has enjoyed over the last 65 years. This shows that the deficit and debt is a spending problem, not a revenue problem. President Bush, with both Democrat and Republican Congresses, did lose control of spending during his presidency, as federal spending as a percent of GDP rose by one-seventh during his two terms. But President Obama, once he got behind the steering wheel, accelerated madly in precisely the wrong direction, increasing federal spending by nearly one-third in his first three years, and proposing in his 2012 budget to increase it by nearly two-thirds more by 2021. Adding that on top of our exploding entitlements, which ObamaCare made worse by adopting or expanding three new entitlements, is how America’s Ticking Bankruptcy Bomb was lit, as I explain in my new book with the same title.

Spending is high- Obama is using it to gain popularity.

Powell 6/25

Bernanke should stop being coy and support big spending cuts By Scott Powell is a visiting fellow at Stanford University’s Hoover Institution and a managing partner at RemingtonRand Corp. Posted on Sat, Jun. 25, 2011<http://www.kansascity.com/2011/06/25/2974925/bernanke-should-stop-being-coy.html>//DoeS

It would be crazy to drive with one foot on the brake pedal with the other foot flooring the accelerator. You would ruin the transmission and burn out the brakes. But that is essentially how the Obama administration and the Federal Reserve have been driving the U.S. economy. The extended period of low interest rates and expansionary monetary policy is being canceled out by the current administration’s restrictive and meddling fiscal and regulatory policies that raise costs and bring enormous uncertainty to business decision-making. Not since the Civil War has United States tried to rely on the printing of dollars to make the economy work. Washington’s intervention and attempt to spend our way back to prosperity are not only failing, they are turning our system on its head. Debt is growing faster than revenue. Real economic recovery is not only being delayed, but we are in effect killing the goose that lays the golden eggs. The record is clear: The Federal Reserve’s engineering of low interest rates has done more to facilitate deficit spending and growth of government than they have stimulated private sector lending and job creation. In recent congressional testimony, Fed Chairman Bernanke warned that failing to raise the debt ceiling would take us down the risky path of a Lehman Brothers failure. But Bernanke must realize that our real problem is not the debt ceiling but rather the growing dependency on deficit spending, debt and money-printing. Most assume that the great U.S. of A. can handle debt better than other countries like Greece, Ireland and Portugal, whose economies would have collapsed if they hadn’t been bailed out by Germany and the ECB. Yet Bernanke and the entire financial world know that no one can bail out the United States, and foreign investors like China are increasingly reluctant to finance more U.S. debt. Moody’s, Standard & Poor’s and Fitch recently forecast a credit rating downgrade if the U.S. does not reduce its deficits and debt ratio. In spite of those warnings, it’s business as usual for President Obama and many in Washington. In fact, some Democrats’ insistence of a no-strings-attached higher debt ceiling is all you need to know about their seriousness. Yet their argument doesn’t withstand basic scrutiny. It amounts to borderline recklessness. Indeed, the Fed chairman should know that the threat of defaulting is a red herring. The 14th Amendment to the Constitution requires lawmakers to meet U.S. debt obligations before other spending commitments. The U.S. is simply not going to default. However, resolving the debate over the terms to allow an increase of the national debt ceiling requires leadership. Because President Obama has chosen to campaign for re-election on a platform of buying votes through spending, he cannot provide executive leadership.

AT: GOP Bill Cuts Spending
The GOP rereleased their bill and it’s actually now more costly.

Myers 6/25

Tulsa World (Oklahoma) June 25, 2011 Saturday Final Edition Sullivan starting over on EPA bill BYLINE: JIM MYERS World Washington Bureau [lexis]//DoeS

WASHINGTON - U.S. Rep. John Sullivan took an unusual step Friday of starting over on a bill weeks after the measure passed its first legislative hurdle. In reintroducing his bill addressing what he has called the U.S. Environmental Protection Agency's "regulatory train wreck," the Oklahoma Republican also reversed his earlier approach to strip a $2 million authorization out of the measure. Sullivan's newest version actually boosts that authorization to $3.5 million and uses previously appropriated funding for the Diesel Emissions Reduction Act to offset the new spending. His amendment to strip the $2 million from the bill, approved by the House Subcommittee on Energy and Power the same day it passed the measure onto the full committee, drew accusations from key Democrats that Republicans were violating their own policies to restore fiscal discipline. Reps. Henry Waxman, D-Calif., and Bobby Rush, D-Ill., described the subcommittee's actions on Sullivan's bill as subterfuge. Initially Sullivan dismissed the Democrats' concerns and expressed confidence his legislation complied with the committee's policies. 
AT: Paygo

Paygo is not going to have an effect- the GOP is ignoring it.

VerSteeg 1/18
Jac Wilder VerSteeg worked at the News & Observer until coming to the Palm Beach Post in 1987 as an assistant news editor.  Palm Beach Post (Florida) January 18, 2011 Tuesday FINAL EDITION 'No worse' than Democrats? [lexis]//DoeS

Right after taking control of the U.S. House, Republicans adopted a slate of good reforms that could cut the deficit and improve the way Washington works. The next thing Republicans did was exempt themselves from those reforms. That kind of double standard is not new. A year ago, when Democrats still held sway in the House, President Obama and moderate Democrats hailed revival by Congress of the "paygo" rule that, when it was in effect from 1990 to 2002 and required "paying" for spending increases or tax cuts, helped produce a budget surplus. Mr. Obama said that under "paygo," "Congress can only spend a dollar if it saves a dollar elsewhere." But that wasn't true. Democrats wrote exceptions into the law that allowed the federal government to add trillions in non-paygo money over the next decade. Those exceptions included Bush-era tax cuts that were just extended. Now that they're in charge, House Republicans are pulling the same sort of tricks. Under their new rules, any bill that would cost money has to list specific cuts to the federal budget to pay for it. Other changes call for more opportunity to amend developing legislation. And GOP leaders say they want to break up huge bills, to allow up-or-down votes on specific issues instead of, as happens now, presenting lawmakers with take-it-or-leave-it packages that tend to get filled up with budget-busting pork. Those are good rules. So are rules requiring that more information about bills and committee meetings be posted online before Congress acts. But on their first high-profile vote -- repeal of the Affordable Care Act, scheduled for this week -- House Republicans are violating several of their good rules. Deficit reduction is the most important. The nonpartisan Congressional Budget Office says repealing the Affordable Care Act would add $230 billion to federal deficits over 10 years. Republicans do not even try to say how they would make up for those lost savings, which would come from a combination of tax increases and reduced medical costs. Instead, GOP leaders simply say they don't believe the CBO estimates. Democrats, by the way, say the CBO has underestimated the savings. So let's assume that Republicans are right about the health care law. They also have refused to allow amendments to their repeal legislation. And despite saying they want legislation to be more narrow in scope, they have refused to allow up-or-down votes on repealing specific parts of the health care law. For example, Democrats want individual votes on requiring insurance companies to cover preexisting conditions and on the requirement that insurance companies cover children up to 26 years old. Nope, the GOP says. The vote has to be up-or-down on the whole package. In addition, Republicans have exempted tax cuts from the rule that any legislation affecting revenue be shown to not increase the deficit. Debate on the health care repeal might be more civil in the aftermath of the Arizona shootings. But the process isn't going to be more open, transparent or flexible than it was under Democrats. Voters didn't give Republicans control of the House so they could be "no worse" than Democrats. Voters wanted them to do better. On this first, big test, they aren't delivering.
Alt Causes (1/3)
Too many other reasons why the economy is sunk- tech stock bubbles, housing market, taxes etc. Cuts are a step in the wrong direction.

White 6/3

What can Barack Obama do to fix the economy? Not much By BEN WHITE- all Street correspondent for POLITICO and author of the “Morning Money” column covering the nexus of finance and public policy.  Prior to joining POLITICO in the fall of 2009, Mr. White served as a Wall Street reporter for the New York Times, where he shared a Society of Business Editors and Writers (SABEW) award for breaking news coverage of the financial crisis. From 2005 to 2007, Mr. White was Wall Street correspondent and U.S. Banking Editor at the Financial Times.  Mr. White worked at the Washington Post for nine years before joining the FT.  | 6/3/11 1:36 PM EDT <http://www.politico.com/news/stories/0611/56210_Page3.html>//DoeS

Here are five reasons Obama won’t be able to do much but hope and pray that this month’s dismal jobs report — which showed the economy created just 54,000 jobs in May — was a blip driven by transient factors, including the Japanese earthquake that disrupted manufacturing and temporarily high food and gas prices that spooked consumers and drained wallets. No new stimulus: Many leading liberal economists believe the current trend toward fiscal “austerity”— code for spending cuts — is exactly the wrong direction to take with an economy that remains this feeble. Their prescription is for another massive stimulus program worth hundreds of billions of dollars that would pour money into the economy and employ many of the persistently jobless. David Kotok, chief investment strategist at money management firm Cumberland Advisors, suggests that instead of extending unemployment benefits, the White House should announce a program to put people to work fixing roads, building parks and repairing bridges. The trouble with any such suggestion is that the chances of the GOP-controlled House and the narrowly divided Senate approving a second stimulus are so small as to be essentially non-existent. In fact, Republicans on the Hill and in the presidential race continue to bash the first stimulus as a failure. The GOP reaction to Friday’s jobs report bears out the continuing push for deficit reduction. “It is time for the President to actively work with House Republicans to cut spending, get our debt under control and get America back to work,” House Ways and Means Committee Chairman Dave Camp said in a statement. Housing in the tank: Home buying and construction typically help drive the economy out of recessions and into periods of strong growth. Residential housing has contributed nearly 1 percent to GDP growth in recent recoveries, while all other sectors combined added 2.7 percent. That growth driver no longer exists. In fact, the massive collapse in the market after the real-estate price bubble burst means housing is now a major drag on growth, not a contributor. This helps explain why gross domestic product growth is stuck around 2 to 3 percent, not enough to create many new jobs and improve the president’s political standings. “In the near term it seems that we are just going to continue to struggle along in terms of economic growth because we do not having the housing market anywhere near back on its feet,” said Kathy Bostjancic, director for macroeconomic analysis at The Conference Board, an independent research group that produces widely followed economic reports. No driver of stronger growth: Absent a resurgent housing market, there is no industry that appears capable of picking up the slack and driving faster economic growth. Instead, one of the few emerging hot areas may be a retread of a previous bubble that ended in disaster: technology stocks. LinkedIn, a social networking site for professionals, recently went public and saw its shares soar to as much as $120 despite 2010 profits of around $15 million, giving the company an absurd valuation of around $10 billion. The shares have since traded down to around $80, which still represents about 2,000 times the company’s actual earnings. Meanwhile, Groupon, which offers group promotions for businesses, recently filed for a $750 million IPO despite losing nearly $400 million in 2010. Manufacturing had been a bright spot in the recovery so far, but even that sector appears to be slowing given slackening demand abroad for U.S. produced goods. “Manufacturing was leading the way and was a very nice surprise,” said Bostjancic of The Conference Board. “But that is very much related to growth overseas, and we are already seeing growth in the emerging markets starting to slow a little bit.” No clear path to deficit reduction: While liberal economists argue that deficits don’t really matter much right now, many moderate and conservative thinkers believe one key to restoring consumer and business confidence — and to keeping interest rates low — is coming up with a clear path to eliminating the more than $14 trillion national debt. At the moment, though, Obama and the Congress can’t even to get close to a deal to raise the borrowing limit to cover debts the country has already accrued — much less blaze a path toward balanced budgets. Wall Street rating agencies have warned that they may downgrade the nation’s blue-chip credit rating — which has historically been the strongest in the world — if more progress is not made toward lifting the debt ceiling. Treasury Secretary Tim Geithner has said the nation risks a catastrophic default after Aug. 2, when emergency measures to keep making debt payments run out. Republicans say they don’t really believe him: Sarah Palin essentially called Geithner a liar. In exchange for raising the debt ceiling, they are demanding trillions of dollars in spending cuts, including major reforms to Medicare and Medicaid, programs sacrosanct to many Democrats. Both sides privately say they hope for a deal on a deficit reduction framework and a multi-trillion increase in the debt limit well before the August drop-dead date. Treasury yields remain very low, but the cost of insuring against a U.S. default have been rising. And there are early signs that big foreign holders of U.S. debt such as China and Japan are trimming back their holdings. Should foreign investors begin selling in bulk, rates on Treasury bonds would go much higher — as would the cost of borrowing for average Americans. Any nascent economy recovery would be quickly choked off. No big tax cuts: The flip side to the liberal argument for more government spending is the conservative argument for across-the-board personal and corporate income tax cuts to boost spending and job growth. Yet the administration has no appetite for such changes. Instead, it has based its deficit reduction strategy on targeted tax increases, or “closing loopholes,” as the White House prefers to call it. While there is almost certain to be agreement on extending the payroll and research and development tax cuts the administration has put forward, there is little belief that these will unleash a wave of job creation. The administration also has said it wants to lower the overall corporate tax rate, but it has not yet released a plan to do so. Finding common ground with Capitol Hill Republicans on the issue could once again prove challenging. “The president can improve the jobs environment short term, but I don’t think he will,” said Matt McDonald of Hamilton Place Strategies, an adviser to the 2008 presidential campaign of Sen. John McCain (R-Ariz.). “At a basic level, there needs to be more certainty for job creators, and a view that the U.S. has a long-term plan to deal with the debt. But the economic strategy they are left with at this point is the same as their campaign strategy: hope.”
Alt Causes (2/3)

Alternative causes to declining economy
Shannon, Kerri May 2011 (reporter @ The Wall Street examiner
http://wallstreetexaminer.com/2011/05/11/u-s-government-spending-is-the-biggest-threat-to-economic-recovery/) 
A handful of factors threaten the strength of the U.S. economic recovery this year, like U.S. government spending and high unemployment, leading many to wonder just how well the country's economy will fare in 2011.   The U.S. Commerce Department reported last month that U.S. gross domestic product (GDP) growth slowed in 2011's first quarter to 1.8%, down from 3.1% at the end of 2010. High gasoline prices and rough winter weather combined to drag down GDP.  The news came a day after U.S. Federal Reserve Chairman Ben Bernanke held the first-ever Fed press conference and said he expects the U.S. economy to grow at a rate of 3.1% to 3.3% this year (down from the 3.4% to 3.9% previously projected).  "Coming in at 1.8, to get to where Fed's forecast is, you're going to need some robust growth in [quarters] two, three and four," Bob Andres, chief investment strategist and economist at Merion Wealth Partners told Reuters. "In my mind, the Fed's forecast and the Street's forecast are more than likely a little too optimistic going forward."  But reaching that robust growth won't be easy for a country plagued with high unemployment, inflationary pressure, rising oil prices, a weak dollar and a troubled housing market, which weigh heavily on the U.S. economic recovery.    Weekly jobless claims reported last Thursday were up 25,000 to 429,000, the third consecutive weekly increase. The four-week moving average of new claims hit 408,500 - the first time it's been over 400,000 since mid-February.  Out-of-work consumers will be spending less, especially as looming inflation threatens to push prices higher.   Bernanke continues to dismiss inflation as a big U.S. economic concern, and the Fed decided last week to keep interest rates between 0.00% and 0.25% "for an extended period." But U.S. consumers have complained that sky-high gasoline prices are eating away at household budgets and now some retailers are starting to raise prices. The U.S. economic recovery will suffer if consumer spending is cramped by higher consumer costs.   "Consumers are spending more, but it's getting soaked up in higher gas prices and higher food prices," John Ryding, chief economist at RDQ Economics, told The New York Times. "That's not leaving nearly as much left over for discretionary spending."  
Alt Causes (3/3)

Spending isn’t the cause of economic decline- political reasons

Huffington Post (No Author) ’11 
http://www.huffingtonpost.com/2011/02/16/government-spending-from-hero-to-goat_n_824275.html
WASHINGTON -- It wasn't so very long ago that many economists and even some White House officials were talking about the need for more government spending to address the continued unemployment crisis and preclude a double-dip recession.  The idea, backed up by solid economic theory and decades of evidence, was that if the government spent more money, then at least in the short-run it would create jobs and stimulate growth.  But in today's Washington, expressing that idea is enough to get you labeled an unserious person. White House and Republican leaders both insist that spending cuts are what the economy needs right now. Their disagreements are over whose cuts make more sense and who's really willing to make the necessary "tough choices."  The laws of supply and demand haven't changed. Nothing has happened to suddenly put Keynesian economic theory in doubt. There is still an entirely plausible argument to be made that government spending cuts are absolutely the last thing this economy needs. So why has the conventional wisdom done a 180?  The answer is that politics has trumped economics.  It's not that economic conditions have changed that drastically. Sure, the economy and job growth have both been on an upward trajectory -- but so slowly that progress is self-evidently fragile and reversible.  One big change, of course, is that the House is led by Republicans, with the Tea Partiers among them screaming for blood. Practically speaking, the political debate is over how much of the government Democrats can salvage.  But another reason is that President Obama never successfully articulated the value of government spending in the first place, and never prepared the public for the very real possibility that the initial stimulus would turn out to be insufficient. So it wasn't too hard for the White House to ditch that position for a more politically pragmatic one, even if it is the economic equivalent of calling white black and black white. Luke Mitchell, the deputy editor of Popular Science and an observer of economic policy, wrote in an email that the new narrative in Washington appears to be "that everybody knows that something must be cut. And that struck me as extremely odd, given that just a generation ago even Richard Nixon knew that 'we are all Keynesians now.' "It's as if people suddenly forget the world is heliocentric," Mitchell wrote (referring to the fact that the earth revolves around the sun). "An entire concept, one taught in every introductory economics course, has simply disappeared from our discourse." "The basic Keynesian position is actually one that is held pretty widely in the economics profession," said Dean Baker, co-director of the Center for Economic and Policy Research. "Spending boosts the economy; that's not what we were arguing over, and it's not as if there's been any evidence going the other way." The reason it's not talked about anymore is that "the Republicans took control of the debate," Baker said. "And [President] Obama, he just blew it in a really huge way." Progressive economist and New York Times columnist Paul Krugman, in despair, blogged on Monday that Obama "has effectively given up on the idea that the government can do anything to create jobs in a depressed economy. 
________________________________

**Link

No Link


No link- the plan would trade-off with wasteful spending within the NASA budget and wouldn’t spill over.

Wakeman 6/8

NASA shifts funds to new priorities By Nick Wakeman Editor in Chief, master’s degree in journalism from the American University. Jun 08, 2011 <http://fcw.com/articles/2011/06/08/nasa-budget-priorities-shift.aspx>//DoeS
As budgets tighten and priorities shift, NASA is cutting $1 billion from its pace operations budget, but spending more on other science and technology areas that will reshape the agency's mission, a new study shows. “As NASA shifts priorities for human spaceflight from shuttle operations to human exploration capabilities and commercial spaceflight, the budget will be redirected to a range of technology development programs,” said Steve Bochinger, president of Euroconsult North America. The firm and its partner Omnis Inc. have released a new study, NASA Spending Outlook: Trends to 2016, which analyzes NASA’s budget. As space operations shrink, the science budget will be redistributed among NASA centers, Bochinger said. Among the findings: The Science Mission Directorate saw an 11 percent bump in 2011 and will have a $5 billion through 2016. Goddard Space Flight Center and Langley Research Center will benefit because of the work on Earth science projects. The Exploration Systems Mission Directorate will hold steady at about $3.9 billion but funds will shift away from human exploration activities. The new Space Technology Directorate will get $1 billion a year from 2012 to 2016. Langley, Glenn and Ames research centers will benefit because of their work on new technologies for exploration and robotic spaceflight. NASA is restructuring the Aeronautics Research Mission Directorate to focus on fundamental aeronautics and development of technologies for the Next Generation Air Transportation System.

Generic Link Turn

Space spending is key to the economy

Josh Smith, writer for the National Journal, , National Journal.com, May 18, 2011
As the space shuttle program nears its final mission, Congress is criticizing NASA for moving too slowly to take the next step. But in many ways, it’s still not entirely clear what that next step is.  “I’m worried that NASA’s inaction and indecision in making this transition could hurt America’s space leadership—something that would cost us billions of dollars and years to repair,” Senate Commerce Chairman Jay Rockefeller, D-W.Va., said in an opening statement for a subcommittee hearing Wednesday. He said he is concerned that the agency is not effectively implementing legislation passed last year that outlined a new focus for NASA.  Senate Commerce ranking member Kay Bailey Hutchison, R-Texas, also questioned the speed of NASA’s transition. “I think we are all concerned about how slow everything seems to be moving,” she told the hearing of the Senate Commerce Subcommittee on Science and Space, called to examine how space exploration aligns with national goals.  Congress has yet to fully decide what that next step is. NASA often finds itself squeezed between competing interests in Washington. In 2009, President Obama halted a plan to send astronauts back to the moon, but this year Congress—with an eye to home-state jobs—appropriated $3.8 billion to fund a so-called "heavylift" rocket program for an undetermined destination.  Obama has called for more spending on climate science, commercial rockets, the International Space Station, and a new generation of space-exploration technology. Congress has generally been skeptical of plans to use more commercial space services.  The space shuttle Endeavour took off Monday; the last shuttle mission is scheduled for July. NASA could be vulnerable, as the end of the space shuttle program coincides with efforts to slash government spending.  Lawmakers and witnesses at the hearing pointed fingers at congressional and White House proposals to cut NASA’s budget. Obama’s latest budget proposal froze NASA’s budget at 2010 levels while House Republicans called for up to $379 million in cuts.  Reducing space budgets may be an attractive option, but in the long term it could hurt the U.S. economy, said Frank Slazer, vice president of the Aerospace Industries Association. 
He3 Link Turn
Mining Helium-3 would net earn money via energy savings.
Dillow 5/5

Former Apollo Astronaut and Senator Says Mining Helium on the Moon Could Solve The Global Energy Crisis By Clay Dillow Northwestern University MSJ, Magazine Publishing # Researcher at Popular Science Magazine

# Staff Writer at Newser. Posted 05.05.2011 at 2:39 pm <http://www.popsci.com/science/article/2011-05/former-apollo-astronaut-says-moon-mining-could-solve-global-energy-crisis>//DoeS

Former astronaut, Apollo moonwalker, geologist and former Senator Harrison Schmitt has a modest plan to solve the world’s energy problems. All we need is $15 billion over 15 years and some fusion reactors that have yet to be invented. And we’ll need a moon base. Schmitt’s idea isn’t novel–he thinks the U.S. should go back to the moon, this time to mine the surface for helium-3, an isotope of helium that is rare on earth but relatively bountiful on the moon. The Russians have been talking about mining helium-3 from the moon for years, but they’ve never put forth a viable plan. Schmitt thinks his, all things considered, is pretty realistic. So how does Schmitt’s plan break down? We’ll need $5 billion for a helium-3 fusion demonstration plant, because as of right now no such thing exists. We’ll also need to invest $5 billion more in a heavy-lift rocket capable of launching regular moon missions, something akin to the Apollo-era Saturn V. A moon base for mining the stuff would cost another $2.5 billion, and though Schmitt didn’t really specify in his recent presentation to a petroleum conference, the other $2.5 billion could easily be chalked up to operating costs in an endeavor of this magnitude. But it could pay for itself while developing critical spaceflight technologies and enabling a mission to Mars. Schmitt says a two-square-kilometer swath of lunar surface mined to a depth of roughly 10 feet would yield about 220 pounds of helium-3. That’s enough to run a 1,000-megawatt reactor for a year, or $140 million in energy based on today’s coal prices. Scale that up to several reactors, and you’ve got a moneymaking operation. Why go to all this trouble? Helium-3 is abundant on the moon and produces little to no radioactive waste that must be cleaned up and stored. The reaction necessary would burn at a much hotter temperature than other fusion reactions, but the chance of environmental disaster via radioactive spill is virtually nil. Plus we would establish a permanent presence on the moon.

Mars Colonization- No Link
A resolve to colonize Mars would cost no money- pulling from parts of the NASA budget with no purpose.

Zubrin 6/28

The Case for Mars: The Plan to Settle the Red Planet and Why We Must by Robert Zubrin an American aerospace engineer and author with a masters degree in Aeronautics and Astronautics, a masters degree in Nuclear Engineering, and a Ph.D. in Nuclear Engineering. He was a member of Lockheed Martin's scenario development team also the co-inventor on a U.S. design patent and a U.S. utility patent on a hybrid rocket/airplane, and on a U.S. utility patent on an oxygen supply system. June 28, 2011. <http://io9.com/5812255/the-case-for-mars-the-plan-to-settle-the-red-planet-and-why-we-must?tag=books>//DoeS
So now we know why we should go, and where we should go. But are we on our way? Not yet. In startling contrast to the brilliant and continuing success of the robotic Mars exploration program, over the fifteen years since the first publication of this book, NASA's human spaceflight program has made no progress whatsoever. The point requires emphasis. Aside from the information returned by the robots, NASA today is no better prepared to send humans to Mars than it was in 1996. How can that be? The most frequent answer is lack of money. If only NASA had the kind of funding it did during the Apollo era, it is claimed, we would see great accomplishments in human spaceflight. This excuse, however, is completely false. The fact of the matter is that in today's dollars, the average NASA budget between 1961 (when President Kennedy gave his speech announcing the Apollo program) and 1973 (when the final Apollo-Skylab mission was flown) was $19 billion per year, nearly exactly the same as NASA's budget is today, and has been, in round numbers, since about 1990. Nor is it the case that the Apollo era NASA was able to accomplish more in the human spaceflight area because it did so at the expense of robotic exploration. In fact, during that period the unmanned exploration program was more active than it has been over the past 15 years, with some 40 lunar and planetary probes launched. In fact, if we extend our baseline to 15 years, matching the 1961 to 1975 period against 1996 to 2010, we find that the earlier NASA launched 10 Mars probes with 8 successes, nearly identical (but slightly superior) in flight rate and batting average to the modern NASA's track record of 9 Mars probes with 7 successes. Yes, it is true that the NASA budget during the 1960's got a larger share of federal outlays, but that is not because NASA was richer, but because the nation was smaller and poorer. During the 1960s, America's population was 60 percent what it is today, and its GNP was 25 percent as great. These were hardly advantages for Apollo. Furthermore, the technology available to America a half century ago was vastly inferior to that of today. The men who designed Apollo did their calculations on slide rules, capable of performing, at most, one calculation per second, not computers doing billions. Yet they solved all the problems necessary to take us from nearly zero human spaceflight capability to landing men on the moon and returning them to Earth in eight years. As this book will show in detail, from a technological point of view, we are much better prepared to send humans to Mars today than they were to get men to the Moon in 1961. Yet they got there is 8 years. We've gone nowhere in the past three and a half decades. So, the question is, what did NASA have then that it doesn't have now? The answer is Resolution. By resolution, I mean that quality associated with being able to determine what it is you truly want to accomplish, committing to that objective, creating a plan to achieve it, and then doing what is necessary to actually implement that plan. During the Apollo period, that is how America's human spaceflight program operated. The objective was clear – get men to the moon and back by the end of the decade - the commitment to it was absolute. Accordingly, a plan was devised to achieve that goal in accord with that schedule, vehicle designs were created to implement that plan, technologies were developed to enable those vehicles, then the vehicles were built and the missions were flown. The robotic space program also operated in that manner at that time, and continues to do so today. That is why it continues to deliver ever greater achievements. It is not the fact that the unmanned exploration program employs robots that has made it a success. Rather it owes its success to the fact that the people running it are using their brains. In contrast NASA's human spaceflight program has abandoned this rational approach entirely. Instead of designing things to implement plans, it develops things and then tries to find some use for them. It created the Space Shuttle without any clear idea of what it would be for, and thus it has proved to be of very limited value for supporting human space exploration. The International Space Station (ISS) was conceived of for the purpose of giving the Shuttle something to do, but requiring that the Station be built by the Shuttle has vastly increased the Station program costs and risks, over-complexified its design, and limited its size, while burdening it with a nightmare twenty-year assembly launch sequence. In contrast, the simpler yet bigger Skylab was designed and built in 4 years, and launched in 1 day. Moreover, the ISS itself has no rational purpose commensurate with its cost, risk, or multi-decadal preoccupation of the agency's time. The fact that this dismal assessment of the Station's value, while unacknowledged, is generally understood, was made amply clear by the sequel to the February 1, 2003 Columbia disaster. Coming down harshly on the space agency, the accident review committee chairman Admiral Harold Gehman pronounced that "if we are to accept the costs and risks of human spaceflight, we need to have goals worthy of those costs and risks." In response, the Bush administration did not even attempt to make the case that the ISS program met that standard. Instead it launched a new imitative to give NASA human spaceflight program something worthwhile to do, specifically a return to the Moon by 2020. While it is true that flying to the Moon is certainly a more interesting activity than hanging out in a space station in low Earth orbit, creating urine and stool samples so that guinea pig scientists can catalog still more data on the progressive deterioration of human physiology in zero-gravity (which is completely unnecessary, since any competent Mars mission designer would employ artificial gravity aboard his interplanetary spacecraft in order to avoid such effects – unless, of course, he was mutilating his design in order to provide justification for Space Station research), it still fails the test of rationality. We have, after all, been to the Moon six times. Over 300 kilograms of lunar material has been returned to Earth, and few people show any active interest in them. The big picture regarding the nature of lunar geology is already understood, with further work largely a matter of filling in details. Moreover, the whole subject is of limited interest anyway, trivial in fact, in comparison with the questions of the origins and fundamental nature of life that would be addressed by the human exploration of Mars. And as to the matters of national pride and glory, self and world image, and reassertion of our will as a people to embrace and meet new challenges, one wonders what it says about America if the highest aspiration of our space program is to repeat a mission it accomplished a half century before. Notwithstanding the above, an even bigger problem with the Bush administration's goal of returning to the Moon was that it was not a real goal at all. Rather it was an attempt to create sizzle, without the steak, since as proclaimed in 2004 for achievement by the year 2020, it did not actually require NASA to do anything towards its fulfillment during the administration's time in office, even assuming a second term. Thus five more Bush years went by, without any Moon mission hardware being built, after which the putative program was handed off to the Obama administration, which had no stake in it. Thus orphaned, without political protection, without any valid or compelling reason for existence, and without any material progress to show for itself, the program was predictably cancelled. In its place, the Obama administration put first a "flexible path" concept without even a pretense of purpose. Then, when that was found too absurd for even Congress to bear, a pseudo-goal of reaching a near-Earth asteroid by 2025 (i.e. beyond the time horizon requiring any action by the world of the present) was duly proclaimed, and ignored. However, since there are, after all, 27 swing electoral votes in Florida, the administration set forth a fanciful assortment of new projects, including spending several billion dollars to refurbish the Shuttle launch pads after the shuttle stops flying, developing a high-power electric thruster without the very large space nuclear reactor required to drive it, building an orbiting refueling station to service interplanetary spaceships that do not exist, and creating a space capsule that can fly astronauts down from orbit but not up. None of these strange projects serve any useful purpose, nor could any other alternative random set, not merely because they don't fit together into any functional combination, but because, in the absence of a goal, there is no useful purpose for them to serve. Without question, they'll all be cancelled when Obama leave's office, it not before, without producing anything useful, and after spending another 40 or 80 billion dollars and wasting another 4 to 8 years, we'll be back to square one once again. Where there is no vision, the people perish. The American people want and deserve a space program that really is going somewhere. But no goal can be sustained unless it can be backed up, and not by "rationales," but by reasons. There are real and vital reasons why we should venture to Mars. It is the key to unlocking the secret of life in the universe. It is the challenge to adventure that will inspire millions of young people to enter science and engineering, and whose acceptance will reaffirm the nature of our society as a nation of pioneers. It is the door to an open future, a new frontier on a new world, a planet that can be settled, the beginning of humanity's career as a spacefaring species, with no limits to its resources or aspirations, as it continues to push outward into the infinite universe beyond. For the science, for the challenge, for the future; that's why we should go to Mars. The only meaningful counterargument against launching a humans to Mars initiative is the assertion that we cannot do it. This claim, however, is completely false. We would need a heavy lift launch vehicle (HLV), which we lack, say the opponents, and it would take vast sums and extended periods of time to create one - $36 billion and 12 years, according to the Obama administration's blue-ribbon human spaceflight review panel. This is nonsense. We flew our first heavy lift vehicle, the Saturn V, in 1967, following a 5 year development program during which we had to invent it as we went along. Today we know exactly what to do. As to cost, SpaceX company president Elon Musk testified directly to the panel that he would be willing to develop a 100 tonne to orbit class HLV for a fixed-price contract of $2.5 billion. This claim is very credible, since SpaceX recently developed and flew a 10 tonne to orbit medium lifter for a total program cost of $300 million. Indeed Lockheed Martin, the aerospace giant formerly led by panel chairman Norm Augustine, has designs for HLVs whose development it prices at $4 billion. A human Mars lander would require a huge parachute, the opponents say, much bigger than anything we have used. A large parachute? Please, give me a break. If we could send men to the Moon, we can certainly make a large parachute. Or if we didn't care to do so, we could just use a more modest sized parachute system and complete the landing deceleration using rockets. It takes too long to get to Mars, they say, so we have to delay launching the initiative until we can develop radically more advanced types of space propulsion capable of getting us there much faster. Wrong. Using existing chemical propulsion, we can go from Earth to Mars in 6 months, and in fact the Mars Odyssey spacecraft did exactly that in 2001. Trips of this duration are quite manageable by humans. In fact, it's the standard tour that scores of astronauts and cosmonauts have already performed aboard Russian space station Mir and the ISS. We would need a nuclear reactor to power our base on the Martian surface, they say, and we don't have one. True. But we fielded our first practical nuclear reactor in this country, the one that powered the submarine Nautilus, in 1952, and the laws of physics haven't changed much since. We had nuclear power before we had color TV, passenger jets, or push button telephones. Nukes are 1940s technology. We can certainly build the little one needed to power a Mars base. Cosmic rays, solar flares, zero-gravity health effects, psychological factors, dust storms, life support systems, excessive cost - the list of alleged show stoppers put forward by the naysayers goes on and on. They're wrong on every point.
________________________________

**Impact

No Impact

The impact of the deficit will not worsen- no need for immediate action.
Krugman 5/9

Paul Krugman Ph.D. from MIT in 1977. He has taught at Yale, MIT and Stanford. At MIT he became the Ford International Professor of Economics- currently professor of Economics and International Affairs at Princeton University. He won the Nobel Memorial Prize in Economics for his contributions to New Trade Theory and New Economic Geography. May 9, 2011, 5:15 pm Waiting and the Deficit (Wonkish) <http://krugman.blogs.nytimes.com/2011/05/09/waiting-and-the-deficit-wonkish/#>//DoeS

What DC does not consider a scare tactic: misleadingly hyping the costs of not bringing deficits down now now now. Ezra Klein shows us a chart from a new report by Paul Posner on the deficit (pdf): Posner then says, These escalating gaps are partly a function of the growth of interest costs. As deficits and debt grow during years of no action, interest costs escalate in the budget, prompting even higher deficits and debt in a vicious cycle. In addition, higher deficits over longer periods of time gradually reduce economic growth and push up interest rates, again contributing to a vicious cycle where deficits and slow growth become mutually reinforcing. Except if you look at the CBO report (pdf) on which this is based, that’s not at all what is going on. CBO says nothing at all about vicious cycles and all that; and interest costs are not, in fact, a major source of the numbers shown in the chart (especially given the fact that current rates remain very low in real terms). So what actually is going on? Again, if you actually read the CBO report, what it’s doing is calculating what it would take to “close the fiscal gap” over the period from now until 2035. What they mean by this, as I understand it, is that they’re asking what would be required to ensure that debt as a share of GDP in 2035 is the same as it was in 2010. And to hit this target would require that revenues be more and/or spending be less by a certain amount over the next 25 years.* Now, bear with me: suppose that the total budget savings required amount to $25 trillion. If we start now, that’s $1 trillion a year; if we wait until 2015, it’s $1.25 trillion a year; if we wait until 2025, it’s $2.5 trillion a year. So the required adjustment as a share of GDP over the remaining years will be higher if we wait. But there isn’t any increase in the total cost of adjustment. If you wait, you still have to pay the same cost, all that happens is that you have to squeeze the adjustment into a shorter period of time. In the example I’ve described, there is, in short, no “cost of delay” — yet this example would lead to a chart that looks just like the one Posner presents.  Oh, and by the way, the title Posner puts on the chart is not at all the title on the corresponding chart in the CBO report, which only says that it’s showing “Reductions in Primary Spending or Increases in Revenues in Various Years Needed to Close the 25-Year Fiscal Gap Under CBO’s Alternative Fiscal Scenario”. By claiming that the chart shows rising costs, and attributing that claim to CBO, Posner is badly misrepresenting other people’s work. Now, you could argue that adjustment will be easier if we spread it out over time, and in general that’s usually true. But it’s not true if the time into which you spread the adjustment — namely, the present — is a period when the economy is depressed, and spending cuts or tax increases lead directly to lower GDP and higher unemployment. So, guess what: a report that looks as if it’s presenting a compelling case for quick deficit reduction is actually deeply misleading. Who woulda thunk it?

Deficit Spending Good (1/6)
The economy is awful right now because of a lack of Keyensianism.

Krugman 6/22

Paul Krugman Ph.D. from MIT in 1977. He has taught at Yale, MIT and Stanford. At MIT he became the Ford International Professor of Economics- currently professor of Economics and International Affairs at Princeton University. He won the Nobel Memorial Prize in Economics for his contributions to New Trade Theory and New Economic Geography. June 22, 2011, 2:26 am The Triumph of Bad Ideas <http://krugman.blogs.nytimes.com/2011/06/22/the-triumph-of-bad-ideas/>//DoeS

Bill Gross of Pimco calls for more fiscal stimulus and denounces the “anti-Keynesian” consensus. Now he tells us. But can we note just how bizarre our situation is? Keynesian economics has actually come through the crisis with flying colors. The only knock on it is the “Obama tried stimulus and it failed, neener neener” thing — but those of us who took our Keynesianism seriously warned literally from the beginning that the stimulus was far too small. And yet in the political domain Keynesianism is seen as discredited, while various forms of crowding out/austerity is expansionary talk, which have in fact totally failed — look at interest rates! — have become orthodoxy.

Spending has no impact on the economy- its tie to confidence is a myth.

Krugman 6/9

Paul Krugman Ph.D. from MIT in 1977. He has taught at Yale, MIT and Stanford. At MIT he became the Ford International Professor of Economics- currently professor of Economics and International Affairs at Princeton University. He won the Nobel Memorial Prize in Economics for his contributions to New Trade Theory and New Economic Geography. June 9, 2011, 5:09 pm  The White House Believes in the Confidence Fairy <http://krugman.blogs.nytimes.com/2011/06/09/the-white-house-believes-in-the-confidence-fairy/>//DoeS

Ryan Avent brings grim news from a White House forum on the economy: The comments from Gene Sperling, Director of the National Economic Council and a key member of the team negotiating an agreement on an increase in the debt ceiling, were clearer still. The White House believes, he said, that deficit-cutting is an important component (the emphasis was his) of a growth strategy. And he repeatedly said that deficit-reduction was crucial in generating economic confidence. Confidence—he repeated this word many times. Obama has operated under severe political constraints, and those of us who criticize the inadequacy of the stimulus and other policies have to be mindful of that. But the White House did not have to concede the economic argument the way it has — especially when the confidence-fairy, invisible-bond-vigilante believers have been proved utterly wrong. I mean, how could you have a clearer test of liquidity preference versus loanable funds than having the US government borrow almost $3 trillion with zero, absolutely no, effect on interest rates? And yet the WH buys into the doctrine that failed.

The economy is not recovering. It needs stimulus.

Krugman 6/8

Paul Krugman Ph.D. from MIT in 1977. He has taught at Yale, MIT and Stanford. At MIT he became the Ford International Professor of Economics- currently professor of Economics and International Affairs at Princeton University. He won the Nobel Memorial Prize in Economics for his contributions to New Trade Theory and New Economic Geography. June 8, 2011, 2:59 pm  Welcome to the Recovery <http://krugman.blogs.nytimes.com/2011/06/08/welcome-to-the-recovery/>//DoeS

For unrelated reasons (textbook!) I just reread Tim Geithner’s unfortunate August 2010 op-ed Welcome to the Recovery. Even at the time, it seemed tone-deaf to both the economic and the political realities; now, of course, it looks much worse. But Zachary Goldfarb’s deeply depressing piece on Geithner’s role in the internal economic debate offers some context: it looks as if “Welcome to the Recovery” was aimed not at the nation at large but at the pro-stimulus camp within the administration. No need to do more, Geithner was saying; we’ve got this under control. Except, of course, they didn’t. Also, when I read this from the Goldfarb piece: The economic team went round and round. Geithner would hold his views close, but occasionally he would get frustrated. Once, as Romer pressed for more stimulus spending, Geithner snapped. Stimulus, he told Romer, was “sugar,” and its effect was fleeting. The administration, he urged, needed to focus on long-term economic growth, and the first step was reining in the debt. I get really depressed. Whether he knew it or not, Geithner was making the Mellon-Schumpeter-Hayek argument that any effort to push up demand was somehow artificial and unsound. Not what anyone should be saying in the modern world, least of all a top official in an allegedly progressive Democratic administration.

Deficit Spending Good (2/6)

Our economy needs demand side stimulus via government spending to create jobs.

Krugman 6/4

Paul Krugman Ph.D. from MIT in 1977. He has taught at Yale, MIT and Stanford. At MIT he became the Ford International Professor of Economics- currently professor of Economics and International Affairs at Princeton University. He won the Nobel Memorial Prize in Economics for his contributions to New Trade Theory and New Economic Geography. June 4, 2011, 9:43 am Fatal Fatalism <http://krugman.blogs.nytimes.com/2011/06/04/fatal-fatalism/>//DoeS

Our current economic discourse is pervaded by fatalism. Leave aside the people who insist that somehow Obama has destroyed capitalist incentives by passing Mitt Romney’s health care plan and threatening to raise tax rates to Clinton-era levels. Even among people who should be sensible, you hear many assertions that run something like this: historically, recovery from financial crisis is usually slow, so we have to accept a slow recovery this time around too. Actually, that’s more or less what Obama has been saying. This fatalism is deeply destructive — because there’s no good reason we need to experience many years of high unemployment. What historical experience shows isn’t that there’s no answer to post-crisis slumps, it only shows that most governments have responded to such slumps with the same kind of fatalism and learned helplessness we’re showing now. (Hey, Greg, I have first dibs on that!) We are not, after all, suffering from supply-side problems. We don’t have high unemployment because workers lack the necessary skills, or are stuck in the wrong industries or the wrong locations; the hypothesis that we’re mainly suffering structural unemployment has been repeatedly shot down by evidence. This is a demand-side slump; all we need to do is create more demand. So why is this slump, like most slumps following financial crises, so protracted? Because the usual tools for pumping up demand have reached their limits. Normally we respond to demand-side slumps by cutting short-term nominal interest rates, which the Fed can move through open-market operations. But we now have severely depressed private demand thanks to the housing bust and the overhang of consumer debt, so even a zero rate isn’t low enough. So what’s the right response? Should we just throw up our hands, and say that having 12 million or so adults who should be working out of work, and roughly $1 trillion per year of output we should be producing not getting produced, is just a fact of life? Or should we be using unconventional policies to deal with an abnormal situation? The answer seems obvious. We should be using fiscal stimulus; we should be using unconventional monetary policy, including raising the inflation target; we should be pursuing aggressive measures to reduce mortgage debt. Not doing these things means accepting huge waste and hardship. But, say the serious people, there are risks to doing any of these things. Well, life is full of risks. But it’s simply crazy to put a higher weight on the possibility that the invisible bond vigilantes might manifest themselves, or the inflation monster emerge from its secret cave, over the continuing reality of enormous human and economic damage from doing nothing. The truth is that we have nothing to fear but fear itself — fear and complacency — the two things we have to fear are — amongst our fears …. Anyway, seriously, the fatalism that has overtaken economic debate is a terrible thing. It is, indeed, the main enemy of prosperity.

Federal assistance has saved the economy and will result in lower unemployment

WSJ 9 (Wall street journal) “House Votes To Further Extend Unemployment Insurance Benefits” Sept 22nd 2009 http://online.wsj.com/article/BT-CO-20090922-714193.html
Despite the continuing doldrums in the job market, many economists agree there are signs the U.S. is coming out of the deepest economic recession since the Great Depression. The job market is generally among the last parts of the economy to recover after a downturn, and many experts believ3e the national rate will continue rising, reaching double digits next year and remain stubbornly high for some months to come after it peaks.  The benefits extension wouldn't add anything to the burgeoning federal budget deficit, lawmakers said. They said it would be paid for by increasing efficiencies in the system.  Since the recession began, Congress has extended federal jobless assistance from the 13 weeks available before the downturn, and added $25 a week to the average benefits paid out. The average payment is now around $300 a week, Democratic aides said. 

Deficit Spending Good (3/6)

Further spending is the only thing that can save us from the debt.

Krugman 6/8
Paul Krugman Ph.D. from MIT in 1977. He has taught at Yale, MIT and Stanford. At MIT he became the Ford International Professor of Economics- currently professor of Economics and International Affairs at Princeton University. He won the Nobel Memorial Prize in Economics for his contributions to New Trade Theory and New Economic Geography. June 8, 2011, 11:22 am  Reposted: Sam, Janet, and Debt <http://krugman.blogs.nytimes.com/2011/06/08/reposted-sam-janet-and-debt/>//DoeS
One of the common arguments against fiscal policy in the current situation – one that sounds sensible – is that debt is the problem, so how can debt be the solution? Households borrowed too much; now you want the government to borrow even more? What’s wrong with that argument? It assumes, implicitly, that debt is debt – that it doesn’t matter who owes the money. Yet that can’t be right; if it were, we wouldn’t have a problem in the first place. After all, to a first approximation debt is money we owe to ourselves – yes, the US has debt to China etc., but that’s not at the heart of the problem. Ignoring the foreign component, or looking at the world as a whole, the overall level of debt makes no difference to aggregate net worth – one person’s liability is another person’s asset. It follows that the level of debt matters only if the distribution of net worth matters, if highly indebted players face different constraints from players with low debt. And this means that all debt isn’t created equal – which is why borrowing by some actors now can help cure problems created by excess borrowing by other actors in the past. To see my point, imagine first a world in which there are only two kinds of people: Spendthrift Sams and Judicious Janets. (Sam and Janet who? If you’d grown up in my place and time, you’d know the answer: Sam and Janet evening / You will see a stranger … But actually, I’m thinking of the two kinds of agent in the Kiyotaki-Moore model.) In this world, we’ll assume that no real investment is possible, so that loans are made only to finance consumption in excess of income. Specifically, in the past the Sams have borrowed from the Janets to pay for consumption. But now something has happened – say, the collapse of a land bubble – that has forced the Sams to stop borrowing, and indeed to pay down their debt. For the Sams to do this, of course, the Janets must be prepared to dissave, to run down their assets. What would give them an incentive to do this? The answer is a fall in interest rates. So the normal way the economy would cope with the balance sheet problems of the Sams is through a period of low rates. But – you probably guessed where I’m going – what if even a zero rate isn’t low enough; that is, low enough to induce enough dissaving on the part of the Janets to match the savings of the Sams? Then we have a problem. I haven’t specified the underlying macroeconomic model, but it seems safe to say that we’d be looking at a depressed real economy and deflationary pressures. And this will be destructive; not only will output be below potential, but depressed incomes and deflation will make it harder for the Sams to pay down their debt. What can be done? One answer is inflation, if you can get it, which will do two things: it will make it possible to have a negative real interest rate, and it will in itself erode the debt of the Sams. Yes, that will in a way be rewarding their past excesses – but economics is not a morality play. Oh, and just to go back for a moment to my point about debt not being all the same: yes, inflation erodes the assets of the Janets at the same time, and by the same amount, as it erodes the debt of the Sams. But the Sams are balance-sheet constrained, while the Janets aren’t, so this is a net positive for aggregate demand. But what if inflation can’t or won’t be delivered? Well, suppose a third character can come in: Government Gus. Suppose that he can borrow for a while, using the borrowed money to buy useful things like rail tunnels under the Hudson. The true social cost of these things will be very low, because he’ll be putting resources that would otherwise be unemployed to work. And he’ll also make it easier for the Sams to pay down their debt; if he keeps it up long enough, he can bring them to the point where they’re no longer so severely balance-sheet constrained, and further deficit spending is no longer required to achieve full employment. Yes, private debt will in part have been replaced by public debt – but the point is that debt will have been shifted away from severely balance-sheet-constrained players, so that the economy’s problems will have been reduced even if the overall level of debt hasn’t fallen. The bottom line, then, is that the plausible-sounding argument that debt can’t cure debt is just wrong. On the contrary, it can – and the alternative is a prolonged period of economic weakness that actually makes the debt problem harder to resolve.
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Jobs created by the plan are more valuable than spending cuts in saving the economy.
MetroWest Daily News 6/17

Bipartisan inaction on the economy By The MetroWest Daily News Posted Jun 17, 2011 @ 03:22 AM <http://www.hollandsentinel.com/opinions/x1336433389/GUEST-EDITORIAL-Bipartisan-inaction-on-the-economy>//DoeS

But if a patient is battling pneumonia, you don’t give him a plate of vegetables and send him to the gym. And when the economy is teetering on the edge of recession, government shouldn’t be cutting spending and laying off thousands of workers. Obama has been justly criticized for his recent silence on reforming entitlements and reducing the budget. His reluctance to engage these issues makes sense only if he is trying not to upset the ongoing negotiations with congressional leaders over deficit reduction. With the deadline for raising the federal debt ceiling getting closer by the day, making a deal must be his top priority. But that strategy brings no comfort to workers who have lost jobs or fear they may soon, or to families on the brink of foreclosure. They — and the rest of us — need more from our leaders than political paralysis and pre-election gamesmanship. We need to see ideas to get the economy moving again, from both parties. More than that, we need to see the political will to put some of those ideas in action. Economic worries have large numbers of Americans telling pollsters the country is on the wrong track. The political class argues about which party stands to benefit from this sour mood, but they are missing the point, as usual. We blame both parties for being unwilling or unable to do anything while the economy founders.

Spending has been proven to stabilize the economy is the past

U.S. Department of State, "Government's Role in the Economy," About. http://economics.about.com/od/howtheuseconomyworks/a/government.htm. 
Stabilization and Growth. Perhaps most importantly, the federal government guides the overall pace of economic activity, attempting to maintain steady growth, high levels of employment, and price stability. By adjusting spending and tax rates (fiscal policy) or managing the money supply and controlling the use of credit (monetary policy), it can slow down or speed up the economy's rate of growth -- in the process, affecting the level of prices and employment. For many years following the Great Depression of the 1930s, recessions -- periods of slow economic growth and high unemployment -- were viewed as the greatest of economic threats. When the danger of recession appeared most serious, government sought to strengthen the economy by spending heavily itself or cutting taxes so that consumers would spend more, and by fostering rapid growth in the money supply, which also encouraged more spending. In the 1970s, major price increases, particularly for energy, created a strong fear of inflation -- increases in the overall level of prices. As a result, government leaders came to concentrate more on controlling inflation than on combating recession by limiting spending, resisting tax cuts, and reining in growth in the money supply. Ideas about the best tools for stabilizing the economy changed substantially between the 1960s and the 1990s. In the 1960s, government had great faith in fiscal policy -- manipulation of government revenues to influence the economy. Since spending and taxes are controlled by the president and the Congress, these elected officials played a leading role in directing the economy. A period of high inflation, high unemployment, and huge government deficits weakened confidence in fiscal policy as a tool for regulating the overall pace of economic activity. Instead, monetary policy-- controlling the nation's money supply through such devices as interest rates -- assumed growing prominence. Monetary policy is directed by the nation's central bank, known as the Federal Reserve Board, with considerable independence from the president and the Congress.

Deficit Spending Good (5/6)

Spending to fix the economy will actually work

The Week, 2009, "How Spending Stimulates," <http://theweek.com/article/index/93614/how-spending-stimulates>, Feb. 24
Will the Obama deficit-spending plan work? Will throwing $800 billion—$500 billion in extra government spending, and $300 billion in tax cuts—at the economy produce a world in which production and employment are higher and unemployment lower than would otherwise have been the case?
The short answer is yes. The short reason is that spending works—eras in which some group or other gets excited about future prospects and starts madly spending money are eras in which production and employment are high and unemployment is low. And the government, in this respect, is just like any other group of starry-eyed optimists whose eagerness to spend pulls the economy into a high-employment, high-pressure boom. Consider the engines of previous boosts to production and employment. Between 2003 and 2005 the assembled investors of the world discovered the American housing market. Low interest rates produced by the Federal Reserve allowed them to borrow and leverage up cheaply—and the promise of financial engineering that would greatly help them diversify risk made them think investing in new construction and new homeowners’ moves into new construction was a profit opportunity. Spending on home construction rose. And the adult civilian employment to population ratio rose from 62 percent to 63.5 percent while the unemployment rate fell from 6.0 percent to 4.8 percent. Between 1996 and 1998 the assembled investors of America discovered the Internet and spent enormous sums to exploit and expand it. And the adult civilian employment to population ratio rose from 63 percent to nearly 65 percent as the unemployment rate fell 5.6 percent to 4.3 percent. In August, 1982, Paul Volcker’s Federal Reserve released the interest-rate chokehold it had been using to strangle the economy. Lower interest rates induced homebuilders to spend massively, since for the first time in nearly half a decade they could obtain financing for construction. At the same time, the Reagan administration ramped up defense spending for the second cold war, and luxury spending rose as the Reagan tax cuts gave money back to America’s rich. The adult employment-to-population ratio rocketed up from 57.2 percent to 59.9 percent in the short order of two years while the unemployment rate fell from 10.8 percent to 7.3 percent. These are just three examples of a general principle: each major business-cycle expansion we have seen has been driven by a leading wave of spending—by some group that became enthusiastic about their prospects and decided to greatly increase its spending. And that pulled employment and production up. Now we are attempting to do the same thing once again—but this time with the government as the leading spender. Obama’s stimulus spending increases are bigger, as a share of the economy, than Reagan’s defense increases were, while Obama’s tax cuts are smaller. Unlike 1983, when the Fed cut interest rates to help Reagan’s economic recovery, it cannot do so to help Obama. The Fed has done all the cutting it can. Still, a boost to spending by the government should have the same effects as boosts to spending by luxury consumers and the defense department and homebuilders in the early 1980s, by the high-tech sector in the late 1990s, and by homebuilders in the mid-2000s. The government’s money, after all, is as good as anybody else’s. So there is little question about the likely impact of the Obama deficit-spending program: production and employment are going to be higher than they would have been otherwise. As Greg Mankiw, the former chief economic adviser to George W. Bush, said back in 1983: “There is nothing novel about this. It is very conventional short-run stabilization policy: You can find it in all of the leading textbooks.” But there is a relevant question outstanding: Will there be some sort of a hangover after this Obama spending binge—some debt-induced, groggy morning after? And if there is a hangover how bad will it be? For the answer to that, we will have to wait and see.
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Keynes was right- deficit spending helps the economy. Empirically proven in current economies.

Gross 10
Slate Magazine June 14, 2010 Monday Austerity Now! BYLINE: Daniel Gross an American journalist and author, a former Senior Editor at Newsweek, holds an A.M. (1991) in American history from Harvard University [lexis]//DoeS
At first, most developed economies responded to the global financial crisis in 2008 and '09 with stimulus: They increased government spending and cut taxes. John Maynard Keynes provided the playbook: In slack times, the government needs to fill in for diminished private demand. But 2010 is shaping up to be a year of parsimony. To win support for an international bailout, Greece enacted a tough package of budget cuts and tax increases. Spain's left-wing government at the end of May slashed civil-servant pay by 5 percent and froze pensions-even though one in five Spaniards is out of work. Recently, German Chancellor Angela Merkel unveiled a $144 billion package that would raise taxes on airline flights and cut defense spending and public works-and Germany's deficit is a manageable 5 percent of GDP. "We can't have everything we want if we are to shape the future," Merkel said. We're not hearing that kind of rhetoric in the United States yet, but the new austerity has crossed the pond. Even though unemployment remains at 9.7 percent, the House of Representatives in May scaled back a proposed jobs bill out of concern for the deficit. President Obama recently called for federal agencies to identify cuts of up to 5 percent in 2012. States and cities are slashing budgets and raising taxes. Around the world, what economist and New York Times columnist Paul Krugman has called "the pain caucus" is in the ascendancy. Different countries are joining the caucus for different reasons. Many, especially slow-growing, highly indebted countries in southern Europe (Spain, Italy, Portugal), see austerity as a way to avoid the fate of Greece. Others are reacting to fears of stimulus-induced inflation. In fact, signs of inflation are scarce. "To say that we need policies now to fight a global outbreak of inflation is like arguing that we need policies now to guard against the imminent alarming spread of the North Polar ice cap," says University of California-Berkeley economist Brad DeLong. Yet some important economies remain hypersensitive to the merest trace of inflation. Germany is taking tough steps on deficit reduction in part because it wants to set an example for the European monetary union, but also because it remains paralyzed by the ghost of the 1920s' hyperinflation, which destroyed the Weimar Republic and paved the way for Hitler's rise. There's also a strong political element to the newfound frugality. For incumbents, calling for wage cuts and tax increases can be poison. But for those who have just taken office, like Cameron, embracing austerity highlights the tough steps he's taking to clean up the mess left by his predecessor. In the Netherlands, on June 9, in the first national elections since the Greek crisis, the center-right VVD party, which called for 3 percent budget cuts and a balanced budget, triumphed. In the United States, a different set of factors is driving the trend. With unemployment high and long-term interest rates near record lows, inflation under control, and Democrats poised to suffer losses in the midterm elections, further stimulus would seem to be a no-brainer. But the same internal debate that roiled the Clinton White House in 1993-when advisers Robert Rubin and Robert Reich tangled over the relative merits of deficit and reduction and stimulus-is being replayed today. In 1993 the Rubinites won the day, arguing that Democrats needed to demonstrate a commitment to deficit reduction to avoid being tarred as tax-and-spenders. Seventeen years later, the Obama administration has made a different calculation: Higher short-term deficits are a greater political risk than slower growth and higher unemployment. But the debate fails to recognize the anti-stimulus provided by states and cities, which are prohibited from running deficits. The Center on Budget and Policy Priorities calculated that 33 states made tax changes in 2008 or '09 that would increase annual revenues by $31.7 billion. Meanwhile, state and local governments slashed 22,000 jobs in May. "The actions that states are taking because of the recession and their balanced-budget requirements are slowing the economy," said Nicholas Johnson, director of the state fiscal project at CBPP. It's difficult to contract your way to growth. The world's large economies need to run higher deficits in the short term to promote growth and close the gaps later. 
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