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Important notes: 

--  Don’t read the Gaza DA yet, obviously. I think financial reform might pass during camp, so I wanted to have an idea for a second disad in place. Hopefully someone can take the Gaza DA and make it into a viable arg. 

--  I focused link work on the Iraq and Afghanistan affs, obviously, so hopefully there’s some time that can be devoted to a comprehensive link file. 
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Financial Reform---1NC 

Financial reform will pass before July 4---only question is whether the House-Senate conference produces a strong bill 

WaPo 6-11 – Washington Post, June 11, 2010, “House-Senate panel meets to reconcile differences in financial reform bill,” online: http://www.washingtonpost.com/wp-dyn/content/article/2010/06/10/AR2010061004968_pf.html
Even as they acknowledged that Democrats had the upper hand and that a final bill would probably pass soon, Republicans continued to criticize the legislation as an egregious overreach of government authority. They also repeated complaints that neither the House nor the Senate bills address problems at the troubled government-controlled mortgage companies, Fannie Mae and Freddie Mac.

One key issue still unresolved is a contentious provision by Sen. Blanche Lincoln (D-Ark.) that could force big banks to spin off their lucrative swaps desks. The provision has faced opposition from administration officials, lawmakers from both parties and Wall Street. But consumer groups and some lawmakers have sided with Lincoln's effort to separate risky derivatives trading from federally insured banks, and Lincoln on Thursday showed little inclination toward backing down.

"In my view, banks were never intended to perform these activities in the first place," Lincoln said. "This provision makes clear that derivatives dealing is not central to the business of banking."

After the hearing, Dodd said of Lincoln's provision that "at this point, I'm in support of what she has in the bill," but he acknowledged other lawmakers' reservations and said some modifications could lie ahead.

Conference members, who will reconvene Tuesday, must also finalize the shape of a new consumer watchdog designed to protect borrowers from abuse by lenders, decide whether banks should be allowed to trade on their own accounts, and settle the details of new government powers to wind down large, troubled financial firms.
Rep. Barney Frank (D-Mass.), who shepherded the legislation through the House, has said he hopes to wrap up the proceedings as soon as possible and get a bill to President Obama by July 4.

Reducing foreign military activism is overwhelmingly unpopular---there’s no constituency that favors the plan  

Logan 10 – Justin Logan, Associate Director of Foreign Policy Studies at the Cato Institute, March 23, 2010, “The Domestic Bases of America's Grand Strategy,” online: http://www.cato.org/pub_display.php?pub_id=11606
Domestic politics is driving U.S. grand strategy. Although this phenomenon is poorly understood by both academic international relations scholars and the Washington foreign policy elite (FPE), it has important implications for the prospect of changing U.S. grand strategy, and therefore should be of interest to both groups.

The Gulf between the Academy and the Beltway

No one disputes that there is a rift between those who study international relations in the academy and those who make U.S. foreign policy. Most examinations of this disconnect center on: a) whether academics are asking policy-relevant questions; and, b) whether the theories and methodologies of the academy are too complex and arcane to be utilized by policymakers. Joseph S. Nye Jr. recently assessed the situation and concluded that "the fault for this growing gap lies not with the government but with the academics."

One problem with such arguments is that it just isn't true that academics are failing to produce policy-relevant scholarship. Academics are asking all manner of relevant questions about civil wars, terrorism and counterinsurgency (.pdf), in particular, that are directly applicable to current American policy. As for those who argue that international relations theory is too theoretically or methodologically challenging for harried foreign policy decision-makers to keep up with, it would be difficult to imagine the same excuse being offered on behalf of Supreme Court justices and legal scholarship, for instance, or Treasury Department policymakers and economics research.

Indeed, the gap between policymakers and IR academics is more easily explained by the fact that the two groups simply disagree in important ways about U.S. grand strategy.

The Institute for the Theory and Practice of International Relations (ITPIR), a project at the College of William and Mary, has been conducting surveys of IR academics for years, and the results have been striking. In a 2004-2005 survey (.pdf), one question asked "Do you think that the United States should increase its spending on national defense, keep it about the same, or cut it back?" Just short of half — 49 percent — answered, "Cut," while 41 percent chose, "Keep same." Just 10 percent answered, "Increase." When the researchers asked the same question (.pdf) in 2008-2009, 64 percent said, "Cut," 30 percent chose, "Keep the same," and only 6 percent called for an increase. Yet, on taking office in 2009, Barack Obama, the most liberal American president in at least 30 years, proceeded to increase the defense budget. Only a faint squeak of dissent could be heard in Washington.

Other questions in the survey highlight a similar dissonance: Roughly 80 percent of IR academics report having opposed the war in Iraq, while the war was wildly popular in Washington. In ITPIR's 2006-2007 survey (.pdf), 56 percent of IR academics either strongly or somewhat agreed with the statement, "The 'Israel lobby' has too much influence on U.S. foreign policy." Just 20 percent either somewhat or strongly disagreed.

These are not the sort of views one hears aired in Washington. In short, beyond any methodological or epistemological disputes, security studies experts in academia disagree with basic elements of American strategy.

Grand Strategy as Sausage-Making

Part of the reason for this fundamental disagreement over basic principles is that the FPE has largely abandoned clear strategic thought, focusing instead on narrow tactical or operational questions. In lieu of a debate over strategy in Washington, the FPE focuses on news-cycle minutiae and the domestic politics of strategy. In a 2007 Foreign Affairs essay on defense spending, Columbia University's Richard Betts lamented that, "Washington spends so much and yet feels so insecure because U.S. policymakers have lost the ability to think clearly about defense policy."

While it is difficult to prove whether policymakers have lost the ability — as opposed to the will — to think clearly about defense and foreign policy, it is clear that they have failed to do so. Take, for example, one exchange that took place in Washington on the subject of the Obama administration's decision to send additional troops and funds into Afghanistan:

During the summer of 2009, at a panel discussing U.S. policy in Afghanistan sponsored by the Center for a New American Security, Boston University's Andrew Bacevich pressed other participants to defend — or at least state — the strategic justification for the escalation in the Afghanistan war effort, as well as for the broader "War on Terrorism" of which it is a part. His call was met with furrowed brows and quizzical looks. One panelist — who had co-authored the think tank's policy paper on the Afghanistan war — complimented Bacevich for his contribution, saying it "starts asking these questions about where exactly our interests are." But he subsequently dismissed Bacevich's alternate strategy — abandoning the war on terror — for being "completely divorced from the political realities facing this administration."
John J. Mearsheimer, an influential security studies scholar, assessed the president's decision-making process involving the Afghanistan "surge" this way:

    In Afghanistan, as in Vietnam, it simply does not matter whether the United States wins or loses. It makes no sense for the Obama administration to expend more blood and treasure to vanquish the Taliban. The United States should accept defeat and immediately begin to withdraw its forces from Afghanistan.

    Of course, President Obama will never do such a thing. Instead, he will increase the American commitment to Afghanistan, just as Lyndon Johnson did in Vietnam in 1965. The driving force in both cases is domestic politics. (Emphasis added.)

Or take, as another example, the striking explanation (.pdf) offered in 2009 by Leslie Gelb, the president emeritus of the Council on Foreign Relations, describing why he supported the invasion of Iraq:

    My initial support for the war was symptomatic of unfortunate tendencies within the foreign policy community, namely the disposition and incentives to support wars to retain political and professional credibility. (Emphasis added.)

At the time of Gelb's initial support for the Iraq war, he was president of the Council on Foreign Relations — a position that, in theory, should allow the person who holds it to establish conventional wisdom, or at least offer him or her the luxury of not following it. If anyone should be immune from domestic political pressure, after all, it should be the president of CFR. And yet even as powerful and influential a policy maven as Gelb reports having felt the pull of "incentives" that induced him to "support wars to retain political and professional credibility."
Academic perceptions of how American strategy is formed largely concur: Domestic politics are the most important drivers of U.S. grand strategy. In ITPIR's 2008-2009 survey, academics were asked to assess the importance of different foreign policy influences. Thirty-nine percent gave primacy to "preferences of domestic elites," 36 percent to "powerful interest groups," 15 percent to strategic interests, 9 percent to norms, and 2 percent to public opinion.

To understand why domestic politics has influenced U.S. grand strategy, it is important to think about who makes grand strategy and how. The FPE is a rarified environment full of not just ideas, but also of interests. And understanding the balance of power across these interests is important for understanding American strategy. My colleague Benjamin Friedman summed up the balance of power in the Washington national security establishment this way (.pdf):

    In current national security politics, there is debate, but all the interests are on one side. Both parties see political reward in preaching danger. The massive U.S. national security establishment relies on a sense of threat to stay in business. On the other side, as former Defense Secretary Les Aspin once wrote, there is no other side. No one alarms us about alarmism. Hitler and Stalin destroyed America's isolationist tradition. Everyone likes lower taxes, but not enough to organize interest groups against defense spending.

Beyond the imbalance of interests exerting themselves on the FPE, other factors in domestic politics mitigate similarly in the direction of more strategic activism rather than less. American voters' basic ignorance of the outside world allows elites to pass off outlandish claims as plausible. Voters' difficulty with risk assessment prevents them from doing effective cost-benefit analysis. American nationalism helps create political environments around key decision points whereby proponents of activism can justify it with assertions about American beneficence and the world's need for its "leadership." Finally, the near-total security from foreign threats that Americans enjoy means that the median voter has no reason to carefully monitor U.S. foreign policy. In short, current U.S. grand strategy reflects a convergence of interests across the domestic inputs to strategy — interests that are dramatically skewed toward activism.
[FPE = “Foreign Policy Elite,” Logan’s term for foreign-policy-makers]

Political capital is key to a strong financial reform bill emerging from the conference 

Johnson, Professor of Management at MIT, 6-10 – Simon Johnson, the Ronald A. Kurtz Professor of Entrepreneurship at the Sloan School of Management at MIT, former Chief Economist at the International Monetary Fund, member of the Congressional Budget Office's Panel of Economic Advisers, June 10, 2010, “Will Obama Push for Financial Stability?,” New York Times, online: http://economix.blogs.nytimes.com/2010/06/10/will-obama-push-for-financial-stability/
The official reconciliation process between Senate and House financial-regulation bills will begin next week, but the behind-the-scenes maneuvering and intense lobbying is already well under way. The main remaining question is whether the final legislation will ultimately make the financial system at all safer than it was in the run-up to the crisis of September 2008.

How do big banks repeatedly get themselves into so much trouble? Dangerous banking in today’s world involves banks trading securities and, in that context, taking positions — that is, betting their own capital.  For example, almost all the profits made by big banks in 2009 came from securities trading. When market conditions are favorable and traders get lucky, the people running these banks (and, hopefully, their shareholders) receive tremendous profits. But when this same risk-taking behavior results in big losses, the major negative impact is felt in terms of a major recession, raising government debt and sharply lower employment.

 “Wall Street gets the upside, and society gets the downside” is an old saying now more relevant than ever. This asymmetry in incentives explains how smart people with concentrated financial power can cause so much damage — as the Bank of England, among others, has demonstrated.

The derivatives market is the arena where much of this risk-taking activity occurs. And while the financial regulatory bill makes some effort to bring the derivatives market onto exchanges — although the exemptions granted are far too sweeping — it does disappointingly little to separate out risky trading from the critical banking infrastructure, the payments system and relatively boring parts of traditional retail and commercial banking without which any modern economy cannot operate.

Ending the cohabitation of the risky and the boring is exactly what inspired the Glass-Steagall Act of 1933 and, while these specific arrangements had drawbacks and ultimately broke down, they did serve the American economy well for close to 50 years. (James Kwak and I review exactly what happened to Glass-Steagall and why in the book “13 Bankers.”)

The spirit of the reforms advocated by Paul Volcker and his current thinking on the subject — championed, at least in principle, by the Obama administration — is to update and apply the principles behind Glass-Steagall. We need to separate the relatively high-risk parts of banking from the relatively boring and safer parts that are essential to the payments system and to the routine credit needs of households and business.

Two proposals currently under consideration for the reconciliation of the Senate and House versions of the bill seek to address this problem. While each is valuable, they come at the problem from different directions.

Senator Blanche Lincoln’s approach — which focuses exclusively on derivatives trading (the purview of the Agriculture Committee, of which she is chairwoman) — would require banks to set up separate subsidiaries, within which they would need to hold a great deal more capital against their trading books. In this way, her approach addresses all derivatives trading, including the use of their own capital (known as proprietary capital)

The Lincoln proposal would have real teeth and — if properly implemented by regulators — would make derivatives trading substantially less risky. It would also make such trading less profitable; requiring more capital to be held against losses will also reduce the potential for profits. This is a feature, not a bug. Naturally, the big Wall Street banks are furious and fighting hard, with all the lobbying power and potential campaign contributions at their disposal, to ensure that profits prevail over social considerations (that’s their job, after all). All indications are that the megabanks will prevail and the Lincoln proposal will be stripped from the final bill.

Senators Jeff Merkley and Carl Levin would go a considerable distance in the same direction, although with greater focus on separating out — and not allowing, if regulators follow through — the bets with proprietary capital that recently crippled even the biggest banks. Remember that Bear Stearns and Lehman were broken by their holdings of toxic real estate-related assets, while Citigroup, Bank of America and others were brought low by wrongly believing that certain kinds of derivatives were good bets.

The Merkley-Levin approach leaves client-focused trading (buying and selling securities for others) where it is now within the big banks, but would exclude the inappropriate use of proprietary capital across all types of financial instruments — not just derivatives. The Merkley-Levin amendment gathered great momentum in the Senate and would almost certainly have prevailed in a floor vote, but through some parliamentary maneuvering, no doubt abetted by banking lobbyists, it was denied a vote.

Within the reconciliation process, Merkley-Levin still has a chance, although the precise odds depend on how hard the White House wants to fight. The president announced the Volcker rule to great acclaim in late January, but unfortunately the detailed follow-up by his own team was lackluster at best. Senators Merkley and Levin stepped into the political and legislative gap, pushing hard for at least some version of the Volcker principles to be adopted in Senator Christopher  J. Dodd’s bill.

They were turned back at every stage but have remained doggedly on message. Ultimately, this comes down to President Obama. Is he willing to put his political capital seriously into play? Or is his newfound (and oil-spill inspired) rhetoric against runaway corporate power and pathetic regulation at best completely empty and at worst a smokescreen for continued abuses?

A weak financial reform bill is worse than nothing---collapses the economy 

Krugman 10 – Paul Krugman, Professor of Economics and International Affairs at the Woodrow Wilson School of Public and International Affairs at Princeton University, March 1, 2010, “Financial Reform Endgame,” online: http://www.nytimes.com/2010/03/01/opinion/01krugman.html?partner=rssnyt&emc=rss
There are times when even a highly imperfect reform is much better than nothing; this is very much the case for health care. But financial reform is different. An imperfect health care bill can be revised in the light of experience, and if Democrats pass the current plan there will be steady pressure to make it better. A weak financial reform, by contrast, wouldn’t be tested until the next big crisis. All it would do is create a false sense of security and a fig leaf for politicians opposed to any serious action — then fail in the clinch.

Better, then, to take a stand, and put the enemies of reform on the spot. And by all means let’s highlight the dispute over a proposed Consumer Financial Protection Agency.

There’s no question that consumers need much better protection. The late Edward Gramlich — a Federal Reserve official who tried in vain to get Alan Greenspan to act against predatory lending — summarized the case perfectly back in 2007: “Why are the most risky loan products sold to the least sophisticated borrowers? The question answers itself — the least sophisticated borrowers are probably duped into taking these products.”

Is it important that this protection be provided by an independent agency? It must be, or lobbyists wouldn’t be campaigning so hard to prevent that agency’s creation.

And it’s not hard to see why. Some have argued that the job of protecting consumers can and should be done either by the Fed or — as in one compromise that at this point seems unlikely — by a unit within the Treasury Department. But remember, not that long ago Mr. Greenspan was Fed chairman and John Snow was Treasury secretary. Case closed. The only way consumers will be protected under future antiregulation administrations — and believe me, given the power of the financial lobby, there will be such administrations — is if there’s an agency whose whole reason for being is to police bank abuses.

In summary, then, it’s time to draw a line in the sand. No reform, coupled with a campaign to name and shame the people responsible, is better than a cosmetic reform that just covers up failure to act.

That causes great-power nuclear war 

Mead 9 – Walter Russell Mead, the Henry A. Kissinger Senior Fellow in U.S. Foreign Policy at the Council on Foreign Relations, 2-4, 2009, “Only Makes You Stronger,” The New Republic, http://www.tnr.com/politics/story.html?id=571cbbb9-2887-4d81-8542-92e83915f5f8&p=2
If current market turmoil seriously damaged the performance and prospects of India and China, the current crisis could join the Great Depression in the list of economic events that changed history, even if the recessions in the West are relatively short and mild. The United States should stand ready to assist Chinese and Indian financial authorities on an emergency basis--and work very hard to help both countries escape or at least weather any economic downturn. It may test the political will of the Obama administration, but the United States must avoid a protectionist response to the economic slowdown. U.S. moves to limit market access for Chinese and Indian producers could poison relations for years. For billions of people in nuclear-armed countries to emerge from this crisis believing either that the United States was indifferent to their well-being or that it had profited from their distress could damage U.S. foreign policy far more severely than any mistake made by George W. Bush.

It's not just the great powers whose trajectories have been affected by the crash. Lesser powers like Saudi Arabia and Iran also face new constraints. The crisis has strengthened the U.S. position in the Middle East as falling oil prices reduce Iranian influence and increase the dependence of the oil sheikdoms on U.S. protection. Success in Iraq--however late, however undeserved, however limited--had already improved the Obama administration's prospects for addressing regional crises. Now, the collapse in oil prices has put the Iranian regime on the defensive. The annual inflation rate rose above 29 percent last September, up from about 17 percent in 2007, according to Iran's Bank Markazi. Economists forecast that Iran's real GDP growth will drop markedly in the coming months as stagnating oil revenues and the continued global economic downturn force the government to rein in its expansionary fiscal policy.

All this has weakened Ahmadinejad at home and Iran abroad. Iranian officials must balance the relative merits of support for allies like Hamas, Hezbollah, and Syria against domestic needs, while international sanctions and other diplomatic sticks have been made more painful and Western carrots (like trade opportunities) have become more attractive. Meanwhile, Saudi Arabia and other oil states have become more dependent on the United States for protection against Iran, and they have fewer resources to fund religious extremism as they use diminished oil revenues to support basic domestic spending and development goals. None of this makes the Middle East an easy target for U.S. diplomacy, but thanks in part to the economic crisis, the incoming administration has the chance to try some new ideas and to enter negotiations with Iran (and Syria) from a position of enhanced strength. 

Every crisis is different, but there seem to be reasons why, over time, financial crises on balance reinforce rather than undermine the world position of the leading capitalist countries. Since capitalism first emerged in early modern Europe, the ability to exploit the advantages of rapid economic development has been a key factor in international competition. Countries that can encourage--or at least allow and sustain--the change, dislocation, upheaval, and pain that capitalism often involves, while providing their tumultuous market societies with appropriate regulatory and legal frameworks, grow swiftly. They produce cutting-edge technologies that translate into military and economic power. They are able to invest in education, making their workforces ever more productive. They typically develop liberal political institutions and cultural norms that value, or at least tolerate, dissent and that allow people of different political and religious viewpoints to collaborate on a vast social project of modernization--and to maintain political stability in the face of accelerating social and economic change. The vast productive capacity of leading capitalist powers gives them the ability to project influence around the world and, to some degree, to remake the world to suit their own interests and preferences. This is what the United Kingdom and the United States have done in past centuries, and what other capitalist powers like France, Germany, and Japan have done to a lesser extent. In these countries, the social forces that support the idea of a competitive market economy within an appropriately liberal legal and political framework are relatively strong.

But, in many other countries where capitalism rubs people the wrong way, this is not the case. On either side of the Atlantic, for example, the Latin world is often drawn to anti-capitalist movements and rulers on both the right and the left. Russia, too, has never really taken to capitalism and liberal society--whether during the time of the czars, the commissars, or the post-cold war leaders who so signally failed to build a stable, open system of liberal democratic capitalism even as many former Warsaw Pact nations were making rapid transitions. Partly as a result of these internal cultural pressures, and partly because, in much of the world, capitalism has appeared as an unwelcome interloper, imposed by foreign forces and shaped to fit foreign rather than domestic interests and preferences, many countries are only half-heartedly capitalist. When crisis strikes, they are quick to decide that capitalism is a failure and look for alternatives.

So far, such half-hearted experiments not only have failed to work; they have left the societies that have tried them in a progressively worse position, farther behind the front-runners as time goes by. Argentina has lost ground to Chile; Russian development has fallen farther behind that of the Baltic states and Central Europe. Frequently, the crisis has weakened the power of the merchants, industrialists, financiers, and professionals who want to develop a liberal capitalist society integrated into the world. Crisis can also strengthen the hand of religious extremists, populist radicals, or authoritarian traditionalists who are determined to resist liberal capitalist society for a variety of reasons. Meanwhile, the companies and banks based in these societies are often less established and more vulnerable to the consequences of a financial crisis than more established firms in wealthier societies.

As a result, developing countries and countries where capitalism has relatively recent and shallow roots tend to suffer greater economic and political damage when crisis strikes--as, inevitably, it does. And, consequently, financial crises often reinforce rather than challenge the global distribution of power and wealth. This may be happening yet again.

None of which means that we can just sit back and enjoy the recession. History may suggest that financial crises actually help capitalist great powers maintain their leads--but it has other, less reassuring messages as well. If financial crises have been a normal part of life during the 300-year rise of the liberal capitalist system under the Anglophone powers, so has war. The wars of the League of Augsburg and the Spanish Succession; the Seven Years War; the American Revolution; the Napoleonic Wars; the two World Wars; the cold war: The list of wars is almost as long as the list of financial crises.

Bad economic times can breed wars. Europe was a pretty peaceful place in 1928, but the Depression poisoned German public opinion and helped bring Adolf Hitler to power. If the current crisis turns into a depression, what rough beasts might start slouching toward Moscow, Karachi, Beijing, or New Delhi to be born?

The United States may not, yet, decline, but, if we can't get the world economy back on track, we may still have to fight.

Uniqueness---Financial Reform---General 

Conference has a ways to go but a bill is likely to pass 

Crook 6-20 – Clive Crook, columnist for The Financial Times, June 20, 2010, “Sleight of hand is not the best reform,” online: http://www.ft.com/cms/s/0/8a5330cc-7c95-11df-8b74-00144feabdc0.html
A US House-Senate conference has started work on merging the chambers’ respective financial reform bills. This tortuous process still has some way to go. The good news is that the plans are similar, and not that different from the blueprint suggested by the administration last year. Agreement will most likely be reached, and the final measure will tick the main boxes. It will be better than nothing. The bad news is that it will be no more than a start.

Financial reform will pass, including a strong version of the Volcker rule 

Spicer 6-10 – Jonathan Spicer, June 10, 2010, “Volcker: Regulation bill likely to pass,” online: http://www.royalgazette.com/rg/Article/article.jsp?articleId=7da652730030029&sectionId=65
There is a good chance that a sweeping US financial reform bill will be passed in a "reasonable form", White House economic adviser Paul Volcker said yesterday, adding the bill could provide a basis for international coordination on coherent legislation.

The Senate version of the bill includes the substance of his proposed "Volcker rule" curbing risky practices by banks, though caution is needed to prevent changes that could limit its effectiveness, he said.

"This is a battle. Make no mistake about it," the former Federal Reserve chairman said at a conference here. But I do think that if we can get this bill passed in a reasonable form — and the prospects to me look pretty good — I think that we'll provide a basis for the other major countries to get together in a way that wasn't possible before.

"I hope that we will see progress among the other major financial markets anyway in adopting legislation that fits in coherently with the American approach," Volcker said at an International Economic Forum of the Americas conference.

The Volcker rule now being debated by US lawmakers would ban risky proprietary trading unrelated to customers' needs at banks that receive government backing; bar banks from sponsoring hedge funds and private equity funds, and limit big banks' future growth through a new cap on market share.

FYI - Here’s what’s in the Senate bill 
Business Week 5-17 – “Frank Says Senate’s Stronger Rules Will Sway Financial Bill,” May 17, 2010, online: http://www.businessweek.com/news/2010-05-17/frank-says-senate-s-stronger-rules-will-sway-financial-bill.html
Senate Banking Committee Chairman Christopher Dodd, a Connecticut Democrat, has spent the past two weeks shepherding his bill through the amendment process on the Senate floor.

The overhaul, based on a proposal by Obama, among other things would create a resolution authority to wind down systemically risky financial firms, a bureau to regulate consumer financial products and an oversight structure for trading over-the-counter derivatives. Derivatives are financial instruments based on the value of another security or benchmarks such as stock options.

Uniqueness---Financial Reform---GOP 

GOP’s on board---they don’t want to seem pro-Wall Street

Waldman 6-15 – David Waldman, writer for Congress Matters, June 15, 2010, “Conference and the filibuster,” online: http://www.congressmatters.com/storyonly/2010/6/15/2335/-Conference-and-the-filibuster
So that's where we stand with this procedure in the current atmosphere of hyper-partisanship. How did the Wall Street reform bill happen to squeak by and make it to conference? Well for one thing, widely varying approaches to the subject matter between the two houses made addressing the differences particularly difficult to do via the ping-ponging process. But probably more important than that was the current climate surrounding issues of Wall Street and high finance. There just weren't a whole lot of Republican Senators feeling up to the challenge of being the guy who stood in the way of letting Congress negotiate a Wall Street reform bill. There may have been partisan points to be won in being seen doing anything you could to obstruct the progress of the health insurance reform legislation, but the conditions on Wall Street reform just aren't the same.

Uniqueness---Financial Reform---Strong Bill 

The conference bill includes the strongest recommendations---it’ll pass in the next few weeks

Crook 6-20 – Clive Crook, columnist for The Financial Times, June 20, 2010, “Sleight of hand is not the best reform,” online: http://www.ft.com/cms/s/0/8a5330cc-7c95-11df-8b74-00144feabdc0.html
At a conference last week in New York, 15 distinguished finance and economics scholars presented their own recommendations for financial reform*. The Squam Lake Group, as the economists call themselves, represents a wide range of opinion but is in agreement about most of what should happen. Broadly, the emerging finance bill conforms to the same consensus. Ben Bernanke, chairman of the Federal Reserve, told the meeting: “It appears that final legislation that addresses in some way the great majority of the recommendations . . . could be enacted in the next few weeks.”

Conference will keep the strengths of the Senate bill---ensures strong financial reforms 

Business Week 5-17 – “Frank Says Senate’s Stronger Rules Will Sway Financial Bill,” May 17, 2010, online: http://www.businessweek.com/news/2010-05-17/frank-says-senate-s-stronger-rules-will-sway-financial-bill.html
The U.S. Senate bill to overhaul financial regulations is stronger than a version passed in December by the House, and it is likely to stay that way when Congress comes together to merge the two bills, according to House Financial Services Committee Chairman Barney Frank.

Frank, a Massachusetts Democrat, said some parts of the Senate legislation go beyond his bill. The House section on the regulation of derivatives, for example, was criticized by consumer advocates, including Washington-based Americans for Financial Reform, and Commodity Futures Trading Commission Chairman Gary Gensler for creating loopholes for financial firms to receive exemptions from much of the new regulations.

 “There were votes I lost on the floor of the House that we would have won if we had been doing them now because of the public attention,” Frank said in a May 13 interview.

The public focus on the nation’s largest banks -- and on congressional efforts to overhaul regulations -- has given lawmakers license to increase pressure on Wall Street. President Barack Obama, in his weekly radio address on May 15, called the Senate measure “a strong bill” that would be a “cornerstone for economic growth.” Frank said the conference would “strengthen” any legislation passed by the Senate.

The Senate may hold a final vote on its bill as early as the end of this week. While Senate leaders have been silent on what comes after that vote, Frank, 70, said he expects a “fairly quick conference” of “a week to 10 days” to merge the two measures.

Change in the political climate since the House vote guarantees a strong bill in conference 

Business Week 5-17 – “Frank Says Senate’s Stronger Rules Will Sway Financial Bill,” May 17, 2010, online: http://www.businessweek.com/news/2010-05-17/frank-says-senate-s-stronger-rules-will-sway-financial-bill.html
 “Things have changed since the House voted,” said Robert Litan, vice president of research and policy at the Kansas City- based Kauffman Foundation. “The public has gotten a lot angrier and the game has changed due to a rise in the anti-bank fever.”

Goldman Suit

The shift in the debate is linked to the federal suit filed April 16 against Goldman Sachs Group Inc. and the completion of the health care overhaul debate, according to Frank.

 “It was health care,” Frank said. “Goldman had an impact, but Goldman last year wouldn’t have had the same impact with health care blocking out the sun.”

The day after Obama signed the health-care bill into law, the president hosted a meeting at the White House with Frank and Dodd. Frank said he realized then that Senate and House Democrats would not be far apart on financial-industry rules.

 “We are much closer than most major bills usually are when they come to a conference,” Frank said, noting that House and Senate staffs have been meeting in recent weeks behind closed doors with the administration.

Republican attempts to weaken the bill are getting rejected in the conference 

WaPo 6-15 – Washington Post, June 15, 2010, “Joint legislative conference buckles down on financial reform,” online: http://www.washingtonpost.com/wp-dyn/content/article/2010/06/15/AR2010061504868_pf.html
With the C-SPAN cameras rolling, lawmakers involved in a rare, open House-Senate conference waded deep into the legislative weeds Tuesday, beginning to work in earnest on reconciling the two chambers' differences over new financial regulations.

There was almost a circus atmosphere at the seven-hour hearing, underscoring just how peculiar this particular democratic tradition is for many members of Congress.

Scores of congressional aides and government officials -- from the White House, Treasury and banking regulatory agencies -- lined the walls and filled the chairs of the Rayburn hearing room, conducting dozens of whispered conversations and tapping away at BlackBerrys.

Republicans peppered the conference chairman, Rep. Barney Frank (D-Mass.), with numerous questions about how he planned to conduct the proceedings. GOP members, saying they were unclear on the protocol for offering changes, passed out summaries of what they hoped to change.

"Does the clerk have an amendment," Frank said at one point, looking around and adding, "Do we have a clerk?"

They had a clerk.

Sens. Christopher J. Dodd (D-Conn.) and Charles E. Schumer (D-N.Y.) took cellphone calls while House members debated provisions across the table. At some points, no senators were in the conference room. Other times, the House side of the conference table sat empty.

Both sides did get down to business in fits and starts, moving through a series of unresolved issues in the 2,000-page legislation, including new rules governing credit ratings agencies, investor protections, banking supervision and the insurance industry.

Throughout the day, Democrats dismissed most Republican efforts to shape the legislation.
Uniqueness---Financial Reform---AT: UQ Overwhelms

The bill is strong but it’s still possible that opposition could weaken it 

CNC 6-21 – Capitol News Connection, June 21, 2010, “Financial Reform Bill Enters Home Stretch This Week,” online: http://www.capitolnewsconnection.org/node/14898
This week, the hand-selected conference committee resumes the effort to merge House and Senate versions of financial regulatory overhaul.  How much of an “overhaul” is it shaping up to be? Oklahoma Republican Congressman Frank Lucas doesn’t want the new rules to go too far and prevent manufacturers and agricultural interests from using financial tools to manage risk.

LUCAS: “My perspective personally is not so much that I am concerned about the big banks on the East and West coast but I have a lot of ag groups, energy groups and manufacturing entities that use those financial instruments as a way to provide some stability for the resources the sell so making them end user friendly is important to me.”

All the while, an army of lobbyists will continue its efforts to weaken the bill with loopholes, carve-outs and last-minute word changes.  Pennsylvania Democrat Paul Kanjorski says lobbyists aren’t influencing him to make decisions in their favor…

KANJORSKI: “I don’t think lobbying one way or another by individual parties is going to weaken it or strengthen it us probably going to cause a lot of parts of the industry to be affirmative to the bill which is very important.”

Still, government watchdog groups are skeptical that this bill will ultimately rain significant changes down upon the financial services industry. Bill Allison is with the Sunlight Foundation.

ALLISON: “I think it is hard to think that either party is going to be acting in the consumers interest when it comes to financial reform. You know it is very tough to be hard on people when they are handing you wads of cash and that’s what these industries do.”

The committee is trying to report out legislation before the July 4th recess.

Uniqueness---Financial Reform---Yes Derivatives Regs

Derivative reform is likely to be included in the final bill 

Sherter 6-15 – Alan Sherter, Financial Services Analyst, June 15, 2010, “Financial Reform: Hope Lives for Blanche Lincoln's Derivatives Ban,” online: http://industry.bnet.com/financial-services/100010053/financial-reform-hope-lives-for-blanche-lincolns-derivatives-ban/
A compromise may be in the works over Wall Street’s use of derivatives. Sen. Blanche Lincoln, one of the lawmakers ironing out differences in the House and Senate financial reform bills, has refined her legislative proposal to highlight that big banks can keep their swaps businesses — in separately funded units: 

    Although it appears to water down the proposal, the proposed change would be costly for Wall Street. Banks would have to set aside billions of dollars to protect against losses in these affiliates. The provision doesn’t specify the capital requirements, which would likely be decided by a bank regulator.

That last part is worrisome. Although there’s a move afoot among financial regulators around the world to raise bank capital standards, U.S. watchdogs can’t be counted on to set sufficiently high thresholds to cover potential derivatives-related losses. Also, the plan doesn’t appear to lessen the risk of major swaps dealers being interconnected.

Still, it’s a worthwhile concession if it keeps Lincoln’s plan alive, even in denuded form. Under the new proposal, big banks also would have two years to segregate or dump their derivatives business, while community banks would be exempt.

The major goal here is to limit Wall Street from speculating on derivatives while retaining access to federal financial support, such as the right to borrow on the cheap. Allowing these institutions — Bank of America (BAC); Citigroup (C); Goldman Sachs (GS); JPMorgan Chase (JPM); Morgan Stanley (MS) — to stay in the swaps business would let them continue selling derivatives to customers for hedging purposes.

Of course, serving customers was always a fig leaf for Wall Street. The proof is that banks are now training their fire on the revised derivatives plan:

    On Monday, Mrs. Lincoln offered to ease some of the toughest elements of her provision, but not enough to assuage Wall Street’s concerns….

    [T]he six largest Wall Street banks, which dominate the derivatives trading business, quickly indicated that they would lobby fiercely to defeat the entire provision.

Against all odds, meaningful derivatives reform has a chance. Paul Volcker last week tempered his previous opposition to Lincoln’s plan. Federal Reserve bank chieftains Richard Fisher and Thomas Hoenig also recently signaled their support.

Yes Political Capital---BP Escrow Fund 

The BP fund boosts political capital 

PPI 6-17 – Paris Post-Intelligencer, June 17, 2010, “Oil damage fund a political plum,” online: http://www.parispi.net/articles/2010/06/17/opinion/editorials/doc4c1a3ed931211509794522.txt
President Barack Obama will win political capital from BP’s agreement to set up a $20 billion fund to pay for damages from the Gulf oil spill.

Apparently, at least, he used the power of the Oval Office to exact a guarantee and an apology from the British oil giant’s chairman. He looked presidential doing it; it’s what people expect from the leader of the free world.

The details of how the deal came about aren’t known, but the announcement on Wednesday followed four hours of intense negotiations at the White House.

Politicians are good at spinning things their way, and the president is a master politician. So when he said in his address to the nation Tuesday evening that he would “make BP pay,” there’s room to suspect it was not entirely a matter of Obama forcing company executives to knuckle under.

No matter. The outcome is what Americans wanted, and Obama gets a feather for his cap.

Yes Political Capital---A2: BP Fund Anti-business

The BP fund isn’t widely perceived as anti-business---won’t hurt Obama 

Reuters 6-18 – “Analysis: Will BP foul Obama's relations with business?,” June 18, 2010, online: http://www.reuters.com/article/idUSTRE65H3GA20100618
Analysts say the White House's problems with business are real, and have consumed political capital that Obama will need as he pushes Congress to pass his energy overhaul.

"From a political standpoint I totally disagree with the president of the Unites States telling a company that they have to put up money in the event that it isn't necessary. I don't like that. I think it interferes too much with free enterprise," said Christopher Zook, chairman and chief investment officer, CAZ Investments in Houston

However, Obama's robust treatment of BP is unlikely to send his relationship with business into a nose dive.

"Not only is it a one-off, but I think a lot of American business is pretty horrified by what happened, and a lot of businesses have been adversely affected by the oil spill... They're not going to be sympathetic with BP," said Robert Litan, an expert on regulation.

Beyond the political noise, the Obama administration is still working closely with large corporations.

"Business generally is not a fan of Obama's tax and regulatory policies," said Allan Lichtman, a political history professor at American University. "However, business has generally tried to work with Obama, who they do not believe is an ideologue."
Link---Military Withdrawal---General 

Any move towards military restraint is a political non-starter 

Logan 10 – Justin Logan, Associate Director of Foreign Policy Studies at the Cato Institute, March 23, 2010, “The Domestic Bases of America's Grand Strategy,” online: http://www.cato.org/pub_display.php?pub_id=11606
Grand strategy happens to be one of the areas in which the academy has been producing work that could be helpful to the FPE. However, because the debate over grand strategy in the academy is free from the domestic political forces exerting themselves on the FPE, some of the options currently being seriously discussed are political non-starters in Washington. For instance, one of the main competitors in the academic debate on the subject has been "restraint," a strategy formally proposed in 1997 but whose current leading exponent is Barry Posen of MIT. Posen describes restraint as a strategy in which Washington would "conceive its security interests narrowly, use its military power stingily, pursue its enemies quietly but persistently, share responsibilities and costs more equitably, watch and wait more patiently."

It is difficult to describe an approach that resembles actual American strategy less than this one. The reason for this is the role of domestic politics in U.S. grand strategy. Washington is on strategic auto-pilot, and it has been for some time. Serious changes to grand strategy will require either dramatic changes in U.S. domestic politics, or the rise of an external challenge that forces the FPE to think much more carefully about the formation and execution of U.S. grand strategy.

When it comes to the latter scenario, some scholars have stated that the end is already nigh. America has had a good run, but multipolarity is here, and with it, balance-of-power constraints that will cause Washington to start acknowledging tradeoffs and making hard choices. According to these scholars, strategic adjustment is coming. Others counter that the declinists have misread the material balance of power, and that America has a lot of fight left in it. For now, the optimists have had the better of the debate.

As for domestic political changes, as early as 1993, Kenneth Waltz hoped that (.pdf) "America's internal preoccupations will produce not an isolationist policy, which has become impossible, but a forbearance that will give other countries at long last the chance to deal with their own problems and make their own mistakes. But I would not bet on it."

Almost 20 years later, who would?

Congress perceives military withdrawal as appeasement of adversaries---sparks strong backlash 

Kupchan 10 – Charles Kupchan, Professor of International Affairs at Georgetown University, March/April 2010, “Enemies Into Friends,” Foreign Affairs 
OBAMA'S SECOND main challenge is to manage the domestic backlash that regularly accompanies the accommodation of adversaries--one of the key stumbling blocks in past efforts at rapprochement. Anglo-American rapprochement in the nineteenth century on several occasions almost foundered on the shoals of domestic opposition. The U.S. Senate, for example, rejected a general arbitration treaty with the United Kingdom in 1897. Meanwhile, the British government, fearful of a nationalist revolt against its accommodating stance toward Washington, hid from the public its readiness to cede naval superiority in the western Atlantic to the United States. General Suharto, well aware that accommodation with Malaysia risked provoking Indonesian hard-liners, moved slowly and cautiously--as did General Ernesto Geisel when Brazil opened up to Argentina. As the Nixon administration discovered in the 1970s, these governments were wise to be cautious. Detente between the United States and the Soviet Union stalled in part because the White House failed to lay the groundwork for it at home and ran up against congressional resistance. In 1974, for example, Congress passed the Jackson-Vanik amendment, which imposed trade restrictions in order to pressure the Soviet Union to allow emigration.

Like past leaders who advocated accommodation, Obama faces formidable domestic opposition. When he pledged to pursue engagement with the Iranian government even after its troubled election last year, the Washington Post columnist Charles Krauthammer criticized Obama's policy of "dialogue with a regime that is breaking heads, shooting demonstrators, expelling journalists, arresting activists." "This," he wrote, "from a president who fancies himself the restorer of America's moral standing in the world." After the Obama administration revised its predecessor's missile defense program, John Boehner (R-Ohio), the House minority leader, claimed that "scrapping the U.S. missile defense system in Poland and the Czech Republic does little more than empower Russia and Iran at the expense of our allies in Europe."

An even bigger challenge than parrying these rhetorical blows will be ensuring that the concrete bargains struck in the service of rapprochement pass muster with Congress. If the United States is to ratify a deal on nuclear weapons reductions with Moscow and embrace the Comprehensive Nuclear Test Ban Treaty, two-thirds of the Senate will have to approve. Even without a single defection from the Democratic caucus, the White House will need a healthy measure of support from the Republican Party, which has moved considerably to the right since it last shot down the Comprehensive Nuclear Test Ban Treaty, in 1999. Scaling back sanctions against Cuba, Iran, or Syria would similarly require congressional action, which also would not come easily; Congress would no doubt balk at the prospect of ending the isolation of Havana, Tehran, or Damascus. Jackson-Vanik, after all, is still on the books, even though the Soviet Union is no more and Russia ended its restrictive emigration policies long ago. In the face of such congressional hurdles, Obama should develop a legislative strategy that supports his diplomacy sooner rather than later.

Link---Military Withdrawal---General 

Congress will reflexively oppose military withdrawal---the defense lobby’s too powerful 

Dayen 10 – David Dayen, writer for Firedog Lake, May 17, 2010, “Defense Spending Cuts Face Likely Congressional Override,” online: http://news.firedoglake.com/2010/05/17/defense-spending-cuts-face-likely-congressional-override/
The lesson of Congress in the modern age is that it’s much harder to eliminate a program than it is to enact one. Every program has a champion somewhere on Capitol Hill, and it probably only needs one to be saved – but 218 and 60 to be put into motion.

A case in point: our bloated military budget. The Obama Administration has generally tried to cancel out unnecessary defense programs, with meager success in the last budget year. Congress will probably assert themselves in an election year, however. 

Defense Secretary Robert M. Gates has vowed to impose fiscal austerity at the Pentagon, but his biggest challenge may be persuading Congress to go along.

Lawmakers from both parties are poised to override Gates and fund the C-17 cargo plane and an alternative engine for the F-35 Joint Strike Fighter — two weapons systems the defense secretary has been trying to cut from next year’s budget. They have also made clear they will ignore Gates’s pleas to hold the line on military pay raises and health-care costs, arguing that now is no time to skimp on pay and benefits for troops who have been fighting two drawn-out wars.

The competing agendas could lead to a major clash between Congress and the Obama administration this summer. Gates has repeatedly said he will urge President Obama to veto any defense spending bills that include money for the F-35’s extra engine or the C-17, both of which he tried unsuccessfully to eliminate last year.

Last year, after a similarly protracted struggle, Gates succeeded in getting Congress to end funding for the F-22, a plane which tended to malfunction in the rain. Seriously. But Congress did not move on the F-35 engine or the C-17, and they seem similarly positioned this year. Ike Skelton and Carl Levin support the F-35 engine, for example, and included it in their appropriation requests out of the House and Senate Armed Services Committees, which they separately chair.

I fully recognize that the off-limits discussion about military spending concerns the bases in over 100 countries and continued adventures abroad in places where “victory” means almost nothing. But it’s a symptom of the same problem – the persistent inertia that aids the military-industrial complex to keep the war machine moving. And so we get new engines to planes that don’t need new engines.

Link---Afghanistan Combat Withdrawal---GOP Backlash 

The GOP will pounce on any sign of weakness in Afghanistan 

Gandelman 9 – Joe Gandelman, Editor-in-Chief of The Moderate Voice, December 2, 2009, “Obama’s Afghanistan Plan: Recipe for Success or Political and Military Failure?,” The Moderate Voice, online: http://themoderatevoice.com/54933/obamas-afghanistan-plan-recipe-for-success-or-political-and-military-failure/
The long term Republican response: Some Republicans are offering support, but some of it is guarded and Obama can’t realistically expect not to come under GOP political fire as 2010 and 2012 approach. Already The Weekly Standard’s Fred Barnes has called it  a disappointing speech for the right policy. And a sign of what is likely to come is this CNN report that Arizona Senator John McCain privately challenged his rival in the 2008 Presidential elections:”Three GOP sources told CNN that Sen. John McCain used the meeting to directly challenge the president on his exit strategy. The sources said that Senate Minority Leader Mitch McConnell deferred to McCain, who questioned the concept of announcing now plans to begin withdrawing in July, 2011. These sources said the president responded to McCain by promising that the withdrawal would be based on conditions on the ground.” The bottom line: unless the war is won during 2010, 2011 and 2012 (which it won’t be) the GOP will question Obama’s actions and the progress of the war.

Link---Afghanistan Combat---Bipartisan Opposition

There’s wide-ranging, bipartisan opposition to accelerated withdrawal from Afghanistan 

NYT 10 – New York Times, May 27, 2010, “Senate Approves Nearly $60 Billion for Wars,” online: http://www.nytimes.com/2010/05/28/us/politics/28cong.html?pagewanted=print
The Senate on Thursday approved a nearly $60 billion measure to pay for continuing military operations in Afghanistan and Iraq as House Democrats struggled to round up votes for a major package of business tax breaks and safety-net programs for the long-term unemployed.

Senators delivered a bipartisan 67-to-28 vote for the war financing bill after rejecting a series of Republican proposals on border protection as well as a plan by Senator Russ Feingold, Democrat of Wisconsin, to require President Obama to produce a timetable for withdrawing from Afghanistan.

With lawmakers eager to begin a Memorial Day recess, House Democratic leaders ran into stiff resistance from rank-and-file members uneasy about supporting the approximately $143 billion tax and unemployment measure. More than $80 billion of it would be deficit spending — a hot-button issue in the midterm Congressional campaigns and an increasingly frequent line of Republican attack.

 “Democrats are still committed to their out-of-control spending spree,” Representative John A. Boehner of Ohio, the Republican leader, said Thursday.

Trying to win over moderate and conservative Democrats by reducing the legislation’s impact on the deficit, Democratic leaders said they intended to break up the measure and jettison some provisions like health insurance subsidies for the unemployed. Votes were expected Friday.

Even if the House passes the legislation, no final action will occur for at least a week since Senate leaders said Thursday night that they would be unable to consider the measure before the Memorial Day break. As a result, tens of thousands of Americans could face an interruption in their unemployment benefits as of next week. The House bill would extend jobless pay through November for those who have exhausted their initial benefits. Senate officials said they would try to restore the jobless pay when Congress reconvenes on June 7.

Besides the aid to the unemployed, the House measure included about $32 billion in tax breaks, including a popular business credit for research and development.

The Senate spending measure provides $33.5 billion for the Pentagon and fully pays for the additional 30,000 troops in the administration’s buildup in Afghanistan. It also sets aside $13 billion for the Department of Veterans Affairs to treat veterans disabled by Agent Orange during the Vietnam War. It shifts $5 billion to the Federal Emergency Management Agency to prevent it from running out of disaster relief. The bill would also give Haiti more than $1 billion for earthquake relief and recovery.

The effort by Mr. Feingold, an opponent of the war in Afghanistan, was defeated on a vote of 80 to 18. He noted that his proposal was nonbinding and decried the lack of discussion about the nation’s role in Afghanistan even as Congress was providing new financing for the almost nine-year-old conflict.

 “I’m disappointed we are about to pass a bill providing tens of billions of dollars to keep this war going with so little public debate about whether this approach even makes sense,” Mr. Feingold said. “I hope my colleagues will agree that the American people deserve an answer to the question: How much longer?”

Senator Carl Levin, Democrat of Michigan and chairman of the Armed Services Committee, called Mr. Feingold’s plan ill advised and noted that Mr. Obama had already said he would begin withdrawing forces in July 2011.

 “It is already a deep-seated fear in Afghanistan that the United States will abandon the region,” Mr. Levin said. He said it would be a mistake to exacerbate those fears “while our forces are still deploying to Afghanistan and while the Taliban is doing everything it can to convince the Afghan people that U.S. forces are unable to protect them.”

The debate over the timeline put some Democrats in the position of opposing a proposal that they had supported during the Bush administration’s management of the war. Senator Harry Reid of Nevada, the majority leader, said the current situation was different since Mr. Obama had already outlined a withdrawal plan.

Congress overwhelmingly expressed bipartisan opposition to the plan 

VR 10 – Voice of Russia News, March 11, 2010, “Congress against immediate withdrawal of US troops from Afghanistan,” online: http://english.ruvr.ru/2010/03/11/5183944.html
The US Congress has voted down a draft resolution to immediately withdraw the US contingent from Afghanistan. The project was backed by only 64 Congressmen, mainly left-winged Democrats. The author of the draft, Democratic Congressman Dennis Kucinich, says ex-President George W. Bush and incumbent President Obama have violated War Powers Act of 1973 by going ahead with America’s military expansion in Afghanistan without the Congress’s clear consent. Earlier President Obama promised to pull back the US troops stationed in Afghanistan in July 2011. Meanwhile the US and NATO are continuing to build up their military presence there with the overall number of soldiers promised to reach 150 thousand by this September.

Link---Afghanistan Combat---AT: Obama Base Link-Turn

Afghanistan policy divides Democrats---critics like the Blue Dogs would oppose any firm withdrawal timeline 

Gandelman 9 – Joe Gandelman, Editor-in-Chief of The Moderate Voice, December 2, 2009, “Obama’s Afghanistan Plan: Recipe for Success or Political and Military Failure?,” The Moderate Voice, online: http://themoderatevoice.com/54933/obamas-afghanistan-plan-recipe-for-success-or-political-and-military-failure/
No matter how you slice it, President Barack Obama’s announcement last night that he will order another 30000 US troops to Afghanistan is a historical turning point. The question is: which way will it turn?

Is it the recipe for success, or political and military failure? One thing for sure: it is a political and military obstacle course with myriad paths that can lead to twists and turns with an unsatisfying ending. And you can’t exactly say that the reaction has been typical party line so far: Republicans are offering guarded support and many Democrats are either skeptical or opposed. At most, Obama can expect a (very brief) respite — particularly because the increase will occur as the U.S. heads into mid-term elections, then jockeying begins to acclerate for the 2012 Presidential race.

Here are just a few of the many lingering questions now in play:

# Suggesting an end date. Critics say that even suggesting an end-date for the end-game will make the U.S’s foes play out the clock. True? Or will the military strategy and tactics take all of this into account and be comprehensive enough to counter the conventional wisdom about the Taliban and Afghanistan? Russia’s experience is often sited. Does this have to happen? And, if not, is the U.S. geared to ensure it won’t and, if so, how?

# The role of Pakistan: How can a U.S. surge (this is a surge without the word being used and even THIS on a shelf at DZ Akin’s Deli in San Diego knows it) in Afghanistan succeed unless the situation in wobbly and terrorist-haven Pakistan is brought more tightly under control?

# NATO Allies: Between this and Obama’s last shipment of troops, the Afghanistan war is now clearly “Obama’s War” (just as Vietnam was LBJ’s war even though JFK originally sent troops there and made the commmitment). But will Europe and NATO also kick in so, on the international front, at least, the war is more than just an American commitment? (NATO’s chief has already pledged 5,000 more troops

# The Impact on Democrats: Will this be (once again) an issue that splinters the Democrats? Already in recent months some liberal progressive Democrats have been saying that if the public option doesn’t pass on health care reform it might not be worth voting in 2010. Democrats have a long history of teaching their party a lesson by staying home when angry Republicans turn out (except the lesson learned later is by the Democrats who later wring their hands over Republican impact on the courts, environmental policy and other matters which didn’t seem important on election day when they stayed home to teach their party that lesson). Bottom line: this is unlikely to increase Obama’s overall clout, since he will have to win over or confront his party’s progressive wing as the war unfolds…and particularly it seems as if any timetable (even vague) for withdrawl is not met. From hereon in he can count on a less united party that he had before the speech — when the Demmies seemed to be drifting into disunity amid tensions between Blue Dog Democrats, the White House, the party’s progressive wing, liberal talk show hosts and the “netroots.”

No net increase in support after the plan---the GOP will backlash even if it unites Obama’s base 

NYT 9 – New York Times, December 1, 2009, “Qualified Support From G.O.P.; Skepticism From Democrats,” online: http://thecaucus.blogs.nytimes.com/2009/12/01/qualified-support-from-gop-skepticism-from-democrats/

Congressional Republicans offered qualified support Tuesday for President Obama’s proposed troop increase in Afghanistan but several senior Democrats took sharp exception to the president’s plan, illustrating the deep divide in the party over the conflict.

“I see no good reason for us to send another 30,000 or more troops to Afghanistan when we have so many pressing issues – like our economy – to deal with in this country,” said Representative Louise Slaughter, Democrat of New York and chairwoman of the Rules Committee.

The resistance by the Democrats demonstrated that Republican backing for the troop build-up plan will be crucial to compensate for Democratic defections, making it likely that Republicans will provide the margin for approval when the added troops are subject to a Congressional vote, probably in the form of a spending bill next year.

While top Republicans welcomed what they portrayed as a belated decision by Mr. Obama to meet Pentagon requests for more troops, they also raised objections to any withdrawal deadlines or Democratic talk of new taxes to pay for the military effort.

 “Setting a draw-down date before this surge has even begun is a mistake, and it sends a mixed message to both our friends and our enemies regarding our long-term commitment to success,” said Senator John Cornyn, Republican of Texas.

Senator John McCain of Arizona, the senior Republican on the Armed Services Committee, voiced similar complaints earlier Tuesday and aired them again in a White House meeting with the president on the war plans, officials said.

Senator Mitch McConnell of Kentucky, the Republican leader who has differed with the president on almost every issue this year, said he would support Mr. Obama’s plan but warned against a deadline.

Link---Iraq Non-Combat Withdrawal---GOP Backlash 

The GOP strongly supports maintaining a presence in Iraq after combat troops are withdrawn 

McClatchy 9 – “In twist, GOP likes Obama's Iraq plan, Democrats don't,” February 27, 2009, online: http://www.mcclatchydc.com/2009/02/27/62987/in-twist-gop-likes-obamas-iraq.html
President Barack Obama announced here Friday that he'll withdraw U.S. combat troops from Iraq by Aug. 31, 2010, but his plans to leave as many as 50,000 U.S. troops there through 2011 made many Democrats in Congress angry, while Republicans cheered.

It was an ironic reception for a new commander-in-chief whose presidential campaign was built initially on his early opposition to the Iraq war and his promise to end it if elected.

"I am deeply troubled by the suggestion that a force of 50,000 troops could remain in Iraq," said Rep. Lynn Woolsey, D-Calif. "This is unacceptable."

"I question whether such a large force is needed to combat any al Qaida affiliates in Iraq or whether it will contribute to stability in the region," said Sen. Russ Feingold, D-Wis.

"You cannot leave combat troops in a foreign country to conduct combat operations and call it the end of the war. You can't be in and out at the same time," said Rep. Dennis Kucinich, D-Ohio. "We must bring a conclusion to this sorry chapter in American history."

The Republican Obama defeated in November for the presidency, Sen. John McCain of Arizona, lauded the plan.
"We have spent enormous amounts of American blood and treasure in Iraq," McCain said. "We are finally on a path to success. Let us have no crisis of confidence now."

McCain said he agrees with Obama that the U.S. should keep 50,000 troops in Iraq after the combat troops leave, following the recommendation of U.S. military commander. He worries, however, about pressure on Obama from Democrats urging a faster withdrawal.
"I worry . . . about statements made by a number of our colleagues indicating that, for reasons wholly apart from the requirement to secure our aims in Iraq, we should aim at a troop presence much lower," McCain said. "The administration should . . . not succumb to pressures, political or otherwise, to make deeper or faster cuts in our force levels."

The Republican leaders of the Senate and House of Representatives — Sen. Mitch McConnell of Kentucky and Rep. John Boehner of Ohio — also issued statements praising Obama's Iraq policy.

Withdrawing non-combat troops early angers the GOP 

Pletka 9 – Danielle Pletka, Vice president for foreign and defense policy studies at the American Enterprise Institute, March 1, 2009, “Obama's Plan for Iraq,” The Washington Post, online: http://www.washingtonpost.com/wp-dyn/content/article/2009/02/27/AR2009022702644_pf.html
If Washington is a zero-sum town, then conservatives should be pleased with President Obama's plan to leave Iraq. Liberal opponents of the war such as Senate Majority Leader Harry Reid and Sen. Chuck Schumer expressed concern with Obama's plan to leave 35,000 to 50,000 noncombat troops in Iraq after August 2010, withdrawing all only by the end of 2011. But Reid's displeasure is not the measure of good policy or sound military strategy. And the real question that the plan elicits is: What's the strategy? Wars, after all, do not end; they are won or lost. Understanding that the perfect cannot be the enemy of the good, as the president rightly suggested, it is still reasonable to question whether the war will be won by August 2010. And will the residual force tasked with counterterrorism, training and force protection have accomplished its mission by the end of 2011? There are substantial challenges ahead in Iraq, and pockets such as Kirkuk and Mosul remain flash points of conflict that cause genuine disquiet among military leaders on the ground. There will come a time when most U.S. forces can leave Iraq, certain that Iraq is "sovereign, stable, and self-reliant [and] provides neither support nor safe-haven to terrorists."

Link---Iraq Combat Withdrawal---General 

Obama would get blamed for any violence in Iraq after a U.S. withdrawal---makes it highly politically risky 

Matthews 9 – Jessica Matthews, President of the Carnegie Endowment for International Peace, March 1, 2009, “Obama's Plan for Iraq,” The Washington Post, online: http://www.washingtonpost.com/wp-dyn/content/article/2009/02/27/AR2009022702644_pf.html 
President Obama's willingness to take on enormous political risks is already almost commonplace. Ending the war, while unequivocally the right thing, is another one. After six years, it makes no difference whether U.S. troops leave in 16 months or 18. The risk for Obama and the challenge for the country lie in what we will do if -- some would say when -- serious violence erupts as U.S. troops depart.

The U.S. presence interrupted a struggle for political power that always follows removal of a government and eventually forced it into nonviolent channels. But the struggle is far from over. Recent political accommodations are extremely fragile, and it is likely that many angry groups have chosen to lie low until the Americans are gone.

Stable agreements to share power emerge only after the parties have tested each other's strength and will and their desire to fight has burned out. History shows that this takes many years, especially when all sides are heavily armed.

So the United States may face a departure in 2011 in the face of great instability. President Obama understands that could happen even if our troops were to stay five more years. There is no substitute for Iraqis sorting out their own political future. But after so much sacrifice and bloodshed, it may not feel much like a victory.

Link---Iraq Combat Withdrawal---Blue Dogs 

The plan causes a fight between liberal Democrats who support the plan and Blue Dogs who oppose it---spills over to other issues---health care proves 

Soraghan 9 – Mike Soraghan, reporter for The Hill, September 9, 2009, “Blue Dog seeking truce with liberals,” online: http://thehill.com/homenews/house/57993-blue-dog-seeking-truce-with-liberals
The comments ended a truce of sorts that has existed since Democrats took power in 2007 aiming to end the Iraq war by cutting off funding. Waters was a founding member, along with Lee, of the Out of Iraq caucus, which was frustrated by the unwillingness of centrist Democrats, particularly Blue Dogs, to support cutting off funds.

Liberals grumbled privately at the time that Blue Dogs were willing to spend hundreds of billions on the war but not on social programs. But they never went public with their criticism.

The fight makes life more difficult for House leaders, who are already working hard to find the votes necessary to pass healthcare legislation. At least 23 House Democrats have told constituents or hometown media that they oppose overhauling the healthcare system, and leaders can only afford to lose 38 Democrats if they are to pass a bill without any Republican support.

Link---Iraq Combat Withdrawal---Defense Lobby 

The defense establishment will fight hard against any speedy Iraq withdrawal 

Porter 8 – Gareth Porter, investigative historian and journalist specialising in U.S. national security policy, November 12, 2008, “POLITICS-US Obama Pressured to Back Off Iraq Withdrawal,” Inter Press Service, online: http://ipsnews.net/news.asp?idnews=44671
The promotion of Robert M. Gates as President-elect Barack Obama's secretary of defence appears to be the key element in a broad campaign by military officials and their supporters in the political elite and the news media to pressure Obama into dropping his plan to withdraw U.S. troops from Iraq in as little as 16 months.

Despite subtle and unsubtle pressures to compromise on his withdrawal plan, however, Obama is likely to pass over Gates and stand firm on his campaign pledge on military withdrawal from Iraq, according to a well-informed source close to the Obama camp.

Within 24 hours of Obama's election, the idea of Gates staying on as defence secretary in an Obama administration was floated in the New York Times, which reported that "a case is being made publicly by columnists and commentators, and quietly by leading Congressional voices of Mr. Obama's own party - that Mr. Gates should be asked to remain as defence secretary, at least for an interim period in the opening months of the new presidency."

The Wall Street Journal reported Tuesday that two unnamed Obama advisers had said Obama was "leaning toward" asking Gates stay on, although the report added that other candidates were also in the running. The Journal said Gates was strongly opposed to any timetable for withdrawal from Iraq, and it speculated that a Gates appointment "could mean that Mr. Obama was effectively shelving his campaign promise to remove most troops from Iraq by mid-2010."

Some Obama advisers have been manoeuvering for a Gates nomination for months. Former Navy Secretary Richard Danzig publicly raised the idea of a Gates reprise in June and again in early October. Danzig told reporters Oct. 1, however, that he had not discussed the possibility with Obama.

Obama advisers who support his Iraq withdrawal plan, however, have opposed a Gates appointment. Having a defence secretary who is not fully supportive of the 16-month timetable would make it very difficult, if not impossible for Obama to enforce it on the military.

A source close to the Obama transition team told IPS Tuesday that the chances that Gates would be nominated by Obama "are now about 10 percent".

The source said that Obama is going to stick with his 16-month withdrawal timeline, despite the pressures now being brought to bear on him. "There is no doubt about it," said the source, who refused to elaborate because of the sensitivity of the matter.

Opposition to Obama's pledge to withdraw combat troops from Iraq on a 16-month timetable is wide and deep in the U.S. national security establishment and its political allies. U.S. military leaders have been unequivocal in rejecting any such rapid withdrawal from Iraq, and news media coverage of the issue has been based on the premise that Obama will have to modify his plan to make it acceptable to the military.

Link---Iraq Combat Withdrawal---AT: Base Link-Turns 

The base will never be happy---Iraq withdrawal will just shift their focus to Afghanistan---no political upside for Obama 

Bacevich 9 – Andrew J. Bacevich, Professor of history and international relations at Boston University, March 1, 2009, “Obama's Plan for Iraq,” The Washington Post, online: http://www.washingtonpost.com/wp-dyn/content/article/2009/02/27/AR2009022702644_pf.html 
A promise to end the war in Iraq formed the cornerstone of Barack Obama's run for the White House. Yet his announced "withdrawal" plan ends nothing. It serves chiefly to reorder the Pentagon's operational priorities. Meanwhile, the "Long War" -- conceived in the wake of Sept. 11, 2001, and now in its eighth year with no end in sight -- continues.

For President Bush, Iraq was priority No. 1. He expected victory to yield a rich strategic and political payoff. He neither gained victory nor reaped any payoff. Meanwhile, Afghanistan and Pakistan, the Long War's other fronts, languished as afterthoughts. Obama's plan to reduce the U.S. military presence in Iraq to a residual force of 35,000 to 50,000 troops now transforms the Persian Gulf into a secondary theater. In effect, the president is orienting the Pentagon's attention back to Central Asia, the front where the war began in 2001. Yet in doing so, he implicitly recommits the United States to what has become an open-ended military endeavor.

Lost in the shuffling of troops is any clear understanding of that endeavor's strategic rationale. Iraq alone has cost the United States a trillion dollars or more. The putative success of the "surge" notwithstanding, we have achieved exceedingly modest and tenuous gains. To imagine that simply trying harder in Afghanistan and Pakistan will produce a happier outcome is surely a fantasy.

Bush hoped to transform the Middle East. Obama's instincts point in a different direction. To preserve the American way of life, he appears intent on changing it, a project with vast economic, social and even cultural implications.

The Long War is incompatible with that project. Protracted war or domestic reform: We may be able to afford one. We cannot afford both. So Obama must choose. If, instead of choosing, he tries to finesse the Long War -- and shifting the weight of U.S. military efforts from Iraq to Afghanistan amounts to little more than temporizing -- his reform agenda is likely to be stillborn.

Internal Link---Generic---Political Capital Finite---Obama 

Obama’s political capital is finite---he can only convince legislators to support a few controversial agenda items 

Hill 10 – Dell Hill, Contributing Editor at Uncoverage.net, May 2, 2010, “Obama: Political Capital “Tank” Running on Empty,” online: http://www.uncoverage.net/2010/05/obama-political-capital-tank-running-on-empty/
Understanding the American political process doesn’t require a PhD., but it does require a basic understanding of what it takes to present, move and enact legislation to become law.  It’s called “political capital”. 

Basically, political capital is the currency of politics.  It’s what one politician uses to convince another politician to support a particular piece of legislation.  Some would call it “one hand washing the other” and that’s a fair analogy.

For the President to advance a political agenda, political capital is his fuel tank to get things done.  He wheels and deals – all the while using that political fuel tank to get what he ultimately wants, and some agendas consume incredible amounts of that fuel.  ObamaCare, for instance, required an enormous amount of political capital to get enacted.  It has become the centerpiece of the Obama administration and is, quite frankly, about the only real victory the President can claim, but it came at a tremendous cost, literally and figuratively.

Internal Link---Generic---AT: Winners Win

‘Winners win’ is only true if Obama wins on a centrist policy---that’s not the plan 

Pearlstein 10 Rick Pearlstein, Washington Post Columnist, February 17, 2010, “The current political disarray is a golden opportunity for Obama”, http://www.washingtonpost.com/wp-dyn/content/discussion/2010/02/16/DI2010021602915.html)
Annapolis, Md.: The funny thing is that if Obama started to show strong leadership instead of compromising, he would also get more respect from the Republicans. The one thing my conservative friends respond the best to is someone who has strong principles and sticks to them. Obama comes across as a push over (I am starting to think he just is) and that's something most people don't want to see in a president. 

Steven Pearlstein: I agree with that, with one caveat: The firm ground that he needs to stake out and hold is not the left-liberal ground, but more of a radical centrist ground. And the reason for that is political: it is what the American public at this moment in time can accept. That's the president's role -- to speak for the whole country. Not one party. Not one region. Not one ideology. And he can do so with some legitimacy. 

Internal Link---Financial Reform---2NC Must-Read 

Obama’s already invested all the political capital he can afford on foreign policy, producing delayed withdrawal strategies---the plan’s flip-flop directly trades off with capital necessary for financial reform  

Hiatt 10 - Fred Hiatt, April 26, 2010, “Obama's governing discipline”, The Washington Post, online: http://www.washingtonpost.com/wp-dyn/content/article/2010/04/25/AR2010042502988.html
Gays, immigrants, union leaders, budget hawks, campaign finance reformers, environmentalists, free-traders, human rights activists and civil libertarians all have had cause to wonder whether they were right to trust Obama. The list is familiar, but the explanation remains disputed.  My theory: The culprit is less ideology than Obama's fidelity to a strategy he can't, for tactical reasons, publicly acknowledge. Given the hand he was dealt, the evidence suggests he resolved that he had to choose only one domestic and one foreign objective for his first two years in office.  An ambitious set of goals motivated Obama's candidacy, and early in his presidency the rap was that he was taking on too many. But the legacy of wars abroad and the Great Recession at home threatened his ability to accomplish any of them. Simply managing that bleak inheritance, he realized, might consume his entire term.  To avoid that trap, Obama had to govern with discipline. First, he would have to turn potential negatives into successes. At home, that meant not only engineering a stimulus program to end the recession but also designing financial reform to prevent a recurrence. In Iraq and Afghanistan, it meant charting a path to not just to withdrawal but stable outcomes.  Since both fronts would take enormous energy and political capital, Obama could not afford to squander whatever remained across an array of worthy electives. So over time he subordinated everything to just two: health-insurance reform and blocking Iran's development of nuclear weapons. Anything else, no matter how popular or deserving, had to give way if it interfered with those.

Internal Link---Financial Reform---Political Capital 

Political capital’s key to strong financial reform provisions 

Business Week 9 – September 13, 2009, online: www.businessweek.com/bwdaily/dnflash/content/sep2009/db20090913_884360_page_2.htm
But the President also needs to rev up his congressional troops in order to have any hopes of passing substantive financial reforms. With financial-services lobbyists working furiously to water down the proposals they don't like, Washington's multitude of regulators battling to protect their turf, and a Congress that seems far less inclined to take aggressive steps now that the worst of the crisis seems to have passed, the Administration needs to put some muscle into passing the host of regulatory reform proposals it offered up last spring or watch them whither away. 

Political will to beat back massive industry lobbying is key to retaining the most important regulatory provisions 

Crook 6-20 – Clive Crook, columnist for The Financial Times, June 20, 2010, “Sleight of hand is not the best reform,” online: http://www.ft.com/cms/s/0/8a5330cc-7c95-11df-8b74-00144feabdc0.html
Two key principles stressed by the Squam Lake economists seem universally accepted. One is that financial regulation can no longer concentrate on the soundness of financial groups taken one at a time: the system as a whole also needs to be patrolled, with linkages between institutions and markets taken into account. The second principle is that financial groups – all financial groups – should be made to bear the costs of their failure. This is about efficiency as well as equity. If a bank that gambles can keep its winnings and pass its losses to taxpayers, it will take too many risks.

The Squam Lake economists and the legislative draftsmen agree that a systemic regulator – the Fed – should be given the first job. Defining the second set of tasks is much more complicated. It requires measures to make financial breakdown less likely, and others to ensure that if a bank does fail, its shareholders and creditors, and not taxpayers, suffer the consequences.

Albeit with few specifics, the report and the emerging bill both propose more demanding requirements for capital, liquidity and control of leverage. They call for greater use of standardised instruments and central counterparties, so that risks are smaller, easier to calculate and gathered in plain sight. They provide for new rules on the structure but not the level of financial pay, to discourage excessive risk-taking, chiefly by holding back bonuses. They envisage a new early resolution system for shadow banks, such as hedge funds and specialist vehicles, because ordinary bankruptcy is too disruptive and too likely to put taxpayers on the hook. The report is also keen on contingent convertible bonds – debt that converts to equity under conditions of stress, thus replenishing capital. The bill does not require coco bonds, but could accommodate them.

However, none of this will work without willingness to face down pressure from the industry. Wall Street has conducted a formidable lobbying effort to neuter costly aspects of the bill. How far this has succeeded is debatable. The main planks of reform have survived, so far – but the wide discretion handed to regulators arouses suspicion that the buck is being passed and that the changes in practice will amount to less than they should.

Internal Link---Financial Reform---GOP 

Financial reform can’t pass without some GOP support---makes bipart key 

Business Week 5-17 – “Frank Says Senate’s Stronger Rules Will Sway Financial Bill,” May 17, 2010, online: http://www.businessweek.com/news/2010-05-17/frank-says-senate-s-stronger-rules-will-sway-financial-bill.html
House Speaker Nancy Pelosi, a California Democrat, said on May 13 that House Democrats were looking forward to Senate completion of the bill “so that we can go to conference and send a very clear message: never again will recklessness on Wall Street cause joblessness on Main Street.”

There are still hurdles to overcome. The Senate has scheduled more amendment votes this week and Dodd and Reid still need at least one Republican vote to assure passage of the bill.

The House and Senate bills still contain some major differences. Frank, in March, called the Senate proposal to place a Consumer Financial Protection Agency inside the Federal Reserve “a joke.” The Senate made changes to lessen the scope of an audit of the Fed, creating a difference in the legislative language co-sponsored by 319 members of the House. In addition, differences will remain when the Senate completes its derivatives language.

The Senate changes will likely have to remain largely in place, said Litan of the Kauffman Foundation.

 “The constraining factor is the House can’t do things that upset the key things that matter to Republicans in the Senate,” Litan said.

Internal Link---Financial Reform---Blue Dogs 

Blue Dogs are key to financial reform---new divisive issues on the agenda will peel off their support 

Business Week 5-17 – “Frank Says Senate’s Stronger Rules Will Sway Financial Bill,” May 17, 2010, online: http://www.businessweek.com/news/2010-05-17/frank-says-senate-s-stronger-rules-will-sway-financial-bill.html
“We are much closer than most major bills usually are when they come to a conference,” Frank said, noting that House and Senate staffs have been meeting in recent weeks behind closed doors with the administration.

Compressed Calendar

Congress faces a compressed calendar as it moves into the summer, with time needed on the Senate floor to consider bills to extend dozens of tax breaks, spending bills, a nominee for Supreme Court justice and three Federal Reserve governors.

There has been no decision on whether to hold a House- Senate conference on the regulatory bill, Regan Lachapelle, a spokeswoman for Senate Majority Leader Harry Reid, said last week. The danger of taking a bill to conference would be giving members from opposite wings of the Democratic party a platform to chip away at Senate compromises, said Mark Calabria, a former Republican staff member on the Senate Banking Committee.

 “The question for leadership becomes: Can you keep people out who are trying to drive that wedge between the progressive wing of the party and the Wall Street wing of the party?” said Calabria, who is now the director of financial regulation studies at the Cato Institute.

Impact---Financial Reform---Key to Economy 

Financial reform’s necessary to prevent global Great Depression---it’s inevitable without strong regulations---most qualified economists agree 

Jaffe 10 – Matthew Jaffe, ABC News, March 2, 2010, “Economists: Another Financial Crisis on the Way,” online: http://abcnews.go.com/print?id=9990828
Even as many Americans still struggle to recover from the country's worst economic downturn since the Great Depression, another crisis - one that will be even worse than the current one - is looming, according to a new report from a group of leading economists, financiers, and former federal regulators.

In the report, the panel, which includes Rob Johnson of the United Nations Commission of Experts on Finance and bailout watchdog Elizabeth Warren, warns that financial regulatory reform measures proposed by the Obama administration and Congress must be beefed up to prevent banks from continuing to engage in high-risk investing that precipitated the near-collapse of the U.S. economy in 2008.

The report warns that the country is now immersed in a "doomsday cycle" wherein banks use borrowed money to take massive risks in an attempt to pay big dividends to shareholders and big bonuses to management 
 and when the risks go wrong, the banks receive taxpayer bailouts from the government.

"Risk-taking at banks," the report cautions, "will soon be larger than ever."

Without more stringent reforms, "another crisis - a bigger crisis that weakens both our financial sector and our larger economy - is more than predictable, it is inevitable," Johnson says in the report, commissioned by the nonpartisan Roosevelt Institute.

The institute's chief economist, Nobel Prize-winner Joseph Stiglitz, calls the report "an important point of departure for a debate on where we are on the road to regulatory reform." 

The report blasts some of Washington's key players. Johnson writes, "Our government leaders have shown little capacity to fix the flaws in our market system." Two other panelists, Simon Johnson, a professor at MIT, and Peter Boone of the Centre for Economic Performance, voiced similar criticisms. 

Federal Reserve Chairman Ben Bernanke and Treasury Secretary Tim Geithner "oversaw policy as the bubble was inflating," write Johnson and Boone, and "these same men are now designing our 'rescue.'"

The study says that "In 2008-09, we came remarkably close to another Great Depression. Next time we may not be so 'lucky.' The threat of the doomsday cycle remains strong and growing," they say. "What will happen when the next shock hits? We may be nearing the stage where the answer will be 
 just as it was in the Great Depression 
 a calamitous global collapse."

The panelists call for major banks to maintain liquid capital of at least 15 to 25 percent of their assets, the enactment of stiffer consequences for executives of bailout recipients and for government officials to start breaking up firms that grow too big.

In the report, Elizabeth Warren, who was chair of the Congressional Oversight Panel, reiterates her calls for an independent agency to protect consumers from abusive Wall Street practices.

"While manufacturers have developed iPods and flat-screen televisions, the financial industry has perfected the art of offering mortgages, credit cards and check overdrafts laden with hidden terms that obscure price and risk," Warren writes. "Good products are mixed with dangerous products, and consumers are left on their own to try to sort out which is which. The consequences can be disastrous."

Frank Partnoy, a panelist from the University of San Diego, claims that "the balance sheets of most Wall Street banks are fiction." Another panelist, Raj Date of the Cambridge Winter Center for Financial Institutions Policy, argues that government-backed mortgage giants Fannie Mae and Freddie Mac have become "needlessly complex and irretrievably flawed" and should be eliminated. The report also calls for greater competition among credit rating agencies and increased regulation of the derivatives market, including requiring that credit-default swaps be traded on regulated exchanges.

With the Senate Banking Committee, led by Chris Dodd, D-Conn., poised to unveil its financial regulatory reform proposal sometime in the next week, the report calls on Congress to enact reforms strong enough to prevent another meltdown.

"Sen. Dick Durbin once said the banks 'owned' the Senate," says Johnson. "The next few weeks will determine whether or not that statement is true."

In response to the report, a spokesman for the Treasury Department told ABC News that the administration's regulatory reform proposals would be the most significant Wall Street overhaul in generations.

"We laid out our strong principles of reform last June and we have been fighting every day since to see them enacted in law," said Treasury spokesman Andrew Williams. "While we have a tough fight ahead, we are getting close to seeing Congress pass the most significant overhaul of the financial sector in our lifetimes."

Impact---Financial Reform---Key to Economy 

Financial reform’s vital to prevent another global economic crisis 

Krugman 10 - Paul Krugman, Professor of Economics and International Affairs at the Woodrow Wilson School of Public and International Affairs at Princeton University, January 20, 2010, online: http://www.postbulletin.com/newsmanager/templates/localnews_story.asp?z=12&a=434771
OK, not in so many words. But the bankers' testimony showed a stunning failure, even now, to grasp the nature and extent of the current crisis. And that's important: It tells us that as Congress and the administration try to reform the financial system, they should ignore advice coming from the supposed wise men of Wall Street, who have no wisdom to offer.
Consider what has happened so far: The U.S. economy is still grappling with the consequences of the worst financial crisis since the Great Depression; trillions of dollars of potential income have been lost; the lives of millions have been damaged, in some cases irreparably, by mass unemployment; millions more have seen their savings wiped out; hundreds of thousands, perhaps millions, will lose essential health care because of the combination of job losses and draconian cutbacks by cash-strapped state governments.
And this disaster was entirely self-inflicted. This isn't like the stagflation of the 1970s, which had a lot to do with soaring oil prices, which were, in turn, the result of political instability in the Middle East. This time we're in trouble entirely thanks to the dysfunctional nature of our own financial system. Everyone understands this — everyone, it seems, except the financiers themselves.
There were two moments in Wednesday's hearing that stood out. One was when Jamie Dimon of JPMorgan Chase declared that a financial crisis is something that "happens every five to seven years. We shouldn't be surprised." In short, stuff happens, and that's just part of life.
But the truth is that the United States managed to avoid major financial crises for half a century after the Pecora hearings were held, and Congress enacted major banking reforms. It was only after we forgot those lessons, and dismantled effective regulation, that our financial system went back to being dangerously unstable.
As an aside, it was also startling to hear Dimon admit that his bank never even considered the possibility of a large decline in home prices, despite widespread warnings that we were in the midst of a monstrous housing bubble.
Still, Dimon's cluelessness paled beside that of Goldman Sachs' Lloyd Blankfein, who compared the financial crisis to a hurricane that nobody could have predicted. Phil Angelides, the commission's chairman, was not amused: The financial crisis, he declared, wasn't an act of God; it resulted from "acts of men and women."
Was Blankfein just inarticulate? No. He used the same metaphor in his prepared testimony in which he urged Congress not to push too hard for financial reform: "We should resist a response 1/2hellip 3/4 that is solely designed around protecting us from the 100-year storm." So this giant financial crisis was just a rare accident, a freak of nature, and we shouldn't overreact.
But there was nothing accidental about the crisis. From the late 1970s on, the American financial system, freed by deregulation and a political climate in which greed was presumed to be good, spun ever further out of control. There were ever-greater rewards — bonuses beyond the dreams of avarice — for bankers who could generate big short-term profits. And the way to raise those profits was to pile up ever more debt, both by pushing loans on the public and by taking on ever-higher leverage within the financial industry.
Sooner or later, this runaway system was bound to crash. And if we don't make fundamental changes, it will happen all over again.
Impact---Financial Reform---Global Regulations 

Strong U.S. financial reform spills over to global coordination on regulations 

Spicer 6-10 – Jonathan Spicer, June 10, 2010, “Volcker: Regulation bill likely to pass,” online: http://www.royalgazette.com/rg/Article/article.jsp?articleId=7da652730030029&sectionId=65
There is a good chance that a sweeping US financial reform bill will be passed in a "reasonable form", White House economic adviser Paul Volcker said yesterday, adding the bill could provide a basis for international coordination on coherent legislation.

The Senate version of the bill includes the substance of his proposed "Volcker rule" curbing risky practices by banks, though caution is needed to prevent changes that could limit its effectiveness, he said.

"This is a battle. Make no mistake about it," the former Federal Reserve chairman said at a conference here. But I do think that if we can get this bill passed in a reasonable form — and the prospects to me look pretty good — I think that we'll provide a basis for the other major countries to get together in a way that wasn't possible before.

"I hope that we will see progress among the other major financial markets anyway in adopting legislation that fits in coherently with the American approach," Volcker said at an International Economic Forum of the Americas conference.

Worldwide regulatory coordination’s key to prevent global war 

Asher 9 – Mukul G. Asher, professor of public policy, National University of Singapore, 3-18, 2009, “Exploit G-20's medium term potential, not short-term panacea,” DNA-India, online: http://www.dnaindia.com/report.asp?newsid=1240027
The ongoing global economic crisis, which originated in the US and the UK, is arguably the severest in more than seven decades. There are fears that the crisis, if not tackled properly, would regress into social and political crises.
A complicating factor in the crisis is the widespread loss of trust in the competence and/ or integrity of national and international institutions, politicians, business leaders, and policymakers, which cannot be quickly restored. The crisis comes at a time when geo-economic and geo-strategic balances are in a flux, with distinct prospects of a more multi-polar world whose contours are as yet unclear.

Many developing countries are being forced to abruptly adjust to the downside of the rapid integration with the world economy. If they constitute one of the elements in elaborate international supply chains or production networks, they are likely to experience even greater volatility in economic activity. As continued access at affordable costs to international finance, trade, and investments are critical for these economies, their expectations of their governments' global cooperation are rooted accordingly.

There are however valid concerns that the production and distribution structures, which flourished during the brief era of financial capitalism, were unsustainable in both economic and ecological spheres. Government policies aiming to restore them through currently fashionable stimulus packages are thus unlikely to address the fundamental causes of the crisis. But a fundamental re-thinking of growth strategies in an atmosphere of crisis is not easy to achieve. Even more difficult is to show concrete progress in this direction.

There are two interrelated fundamental causes of the current global crisis, both of which must be addressed simultaneously.

First, there is an inconsistency between globalisation of finance and national regulatory structures, which provides ample scope for regulatory arbitrage.

Impact---Financial Reform---Global Regs---Extn: Key Econ

Global coordination on financial regulations is key to the overall global recovery 

Mattoo and Subramanian 9 - Aaditya Mattoo, Lead Economist in the Development Research Group of the World Bank, and Arvind Subramanian, Senior Fellow at the Peterson Institute for International Economics and at the Center for Global Development, January/February 2009, “From Doha to the next Bretton Woods: a new multilateral trade agenda,” Foreign Affairs, Vol. 88, No. 1, p. 15 (12 pgs)
Another option would be to move toward global regulation of finance. After last fall's crisis, any reconfiguration of the financial systems in the United States and the United Kingdom is likely to limit the leverage of banks and other financial institutions, such as hedge funds. But if other jurisdictions do not adopt similar rules, then national regulators will become concerned about a race to the bottom, with financial institutions fleeing to countries with fewer restrictions. Hence, some form of multilateral cooperation to coordinate national regulation seems necessary and desirable compared to uncoordinated national action. These efforts will require coordination between, on the one hand, the IMF and the WTO, which help guarantee states' financial openness, and, on the other hand, the Bank for International Settlements and the Financial Stability Forum (with expanded membership), which deal with financial regulation. A cooperative approach is necessary to make sure that when countries open themselves up to financial flows, they have the regulatory capacity to manage them, or, when they lack such capacity, they are able to restrict those flows.


Global financial regulation’s key to prevent future speculative bubbles from wrecking the world economy 

Mattoo and Subramanian 9 - Aaditya Mattoo, Lead Economist in the Development Research Group of the World Bank, and Arvind Subramanian, Senior Fellow at the Peterson Institute for International Economics and at the Center for Global Development, January/February 2009, “From Doha to the next Bretton Woods: a new multilateral trade agenda,” Foreign Affairs, Vol. 88, No. 1, p. 15 (12 pgs)
SEISMIC CHANGES shook the U.S. financial system in 2008. Many icons of capitalism disappeared or fell under government control in a matter of weeks. Whether or not one agrees with the Financial Times columnist Martin Wolf that these changes herald the end of an era of overly complex and underregulated finance, the crisis will certainly lead to a reexamination of national policies and international rules.

Better management of the imbalances that rocked the system must be a priority. Lax regulation, a bubble psychology, and perverse incentives for managers and rating agencies that profited from overestimating the value of assets underlying complex financial instruments were all factors. But one key macroeconomic cause was excess liquidity, which allowed for cheap loans and poor lending standards and kept afloat an unsustainably leveraged housing market. As Federal Reserve Chair Ben Bernanke has explained, this excess liquidity was itself the result of a "global savings glut," by which he meant the large current account surpluses built up by China and the oil-producing states. Preventing the reemergence of such liquidity-fueled bubbles will require limiting such global imbalances in the future, and that calls for a multilateral approach. Cooperation on exchange rates and excessive commodity prices is a good way to start. But multilateral cooperation will also be necessary on the regulation of the financial sector. Although finance has become global, its regulation has remained national. If financial regulation is to remain a purely national question, then individual countries should have the freedom to determine the pace of the integration of their own financial systems into global economic institutions. Negotiations at the WTO or in the context of regional agreements should be more circumspect about pushing financial-sector liberalization and, especially, greater openness to short-term capital inflows.

Impact---Financial Reform---Hegemony 

Strong financial reform’s key to overall U.S. leadership 

Rediker and Crebo-Rediker 9 – Douglas Rediker, director of The New America Foundation's Global Strategic Finance Initiative, and Heidi Crebo-Rediker, co-Director of the GSFI, 1-15, 2009, “The Brave New World of Global Finance: U.S. Leadership Gone Amiss,” The Globalist, online: http://www.theglobalist.com/printStoryId.aspx?StoryId=7456
Even taking into account the constraints of limited preparation time and the lame-duck status of the Bush Administration, one thing stands out — the failure of the United States to provide affirmative leadership on how to prevent similar crises in the future. This may ultimately represent a significant turning point away from U.S. financial primacy and leadership around the globe.

Much of the rest of the world sees the current global financial crisis simultaneously as: a) America’s fault; b) a very big deal and c) worthy of a rethinking of the basic assumptions of U.S.-style capitalism. But the United States doesn’t appear to recognize how much anger and blame is being cast its way.

Eric Besson, the French Minster for Policy Planning, noted that there is a sense in the United States that the current relative market calm is evidence that the “financial crisis was a ‘little car accident’ caused by a few specific U.S. problems and that it would soon be ‘back to business as usual.’”

By contrast, a recent poll conducted in Eastern Germany found that, as a result of this crisis, 52% had lost all confidence in the free market economy while 43% would support a return to socialism. That’s no fender bender, that’s a train wreck.

While no G-20 countries are currently advocating socialism, most member countries — but not the United States — openly sought more tangible results from the November 2008 summit. Immediately prior to the meeting, leaders from some 40 major European and Asian countries met in China and stressed the need for the Washington summit to be “a place where we make some decisions, [as] we have all understood that it would not be possible to simply meet and have a discussion.”

But in the end, the G-20 summit ended with a lengthy communiqué and without tangible reforms or decisions. This has left a big opening for other countries with more ambitious agendas to step up.

For example, in mid-January 2009, French President Sarkozy, German Chancellor Angela Merkel and former British Prime Minister Tony Blair hosted a meeting in Paris to address the issues that the Washington-based G-20 meeting neatly skirted.

Titled "New World: Values, Development and Regulation,” participants discussed difficult but fundamental issues, including the role of the state in a market-based economy. The discussion also addressed the issue of which institutions and values should regulate and govern capitalist systems.

The message of the meeting was perhaps most succinctly delivered by President Sarkozy, who first questioned the morality and logic of American-style capitalism. He then observed, “In the 21st century, there is no longer only one country that says what we should do and think. We will not accept any return to a single way of thought." No one from the U.S. government was in attendance.

Failure by the United States to take meetings like this one seriously is dangerous. As Professors Bruce Jentleson and Steven Weber recently noted, “The rules have changed, and the biggest and most basic questions of world politics are open for debate once again.”

It appears that the financial crisis has opened the door for others to question not only whether the United States is up to the task of driving and policing how the world’s financial systems operate. Perhaps it also extends to a broader question about U.S. leadership, international alliances and the world order.

This global financial crisis — and the sense of collective financial insecurity it triggered — brought together nations as bedfellows in ways that seemed unlikely only weeks before. For example, as a result of the crisis, Iceland sought a sovereign bailout from Russia. China joined with South Korea, Japan and ten Southeast Asian nations in the creation of an $80 billion fund that the countries could use to defend their currencies. China not only agreed to refinance one of Russia’s oil companies, but it also announced that it had commenced more timely phone conversations with long-time rival Japan to better coordinate their responses to the crisis.

In Europe, Britain’s Labor Prime Minister Brown and France’s Gaullist President Sarkozy were, for some weeks, almost inseparable. In spite of Britain’s failure to adopt the euro and traditional friction between the two countries, Brown was nevertheless given a prominent role at Sarkozy’s eurozone summit.

And the EU itself, often seen by critics as incapable of action in times of crisis, surmounted structural hurdles to collectively raise two billion euros on the global capital markets to help bail out member state Hungary.

The financial crisis apparently opened up for discussion bilateral and regional alliances in a way that decades of traditional diplomacy did not. Countries came together through a combination of financial fear and by a common belief that they were brought to their knees as a result of the free market capitalist model so proudly advocated by the United States.

It also gave new life to the G-20, which will now meet again in April 2009 in London under the auspices of the UK government. One of the unexpected consequences of the financial crisis is the potential establishment of the G-20 as the new forum at which many of the world’s most pressing economic problems will be discussed and addressed.

For the first time, many of the world’s fastest growing emerging market economies, including India, China, Brazil and Saudi Arabia, will have a seat at the head table. And, what’s more important, neither the United States nor anyone else has a veto.

That means that the G-20, whose members represent over 85% of the world’s economic output, is likely to be a more competitive platform for diplomacy, ideas and intellectual leadership.

All of this is why the April G-20 meeting represents a prime opportunity for the incoming Obama Administration to demonstrate that the United States is willing to acknowledge the centrality of its role in the global financial crisis and to take on the burden of leading a discussion of how to fix what went wrong.

However, that summit could just as easily represent a forum in which the United States is left chasing after others who recognize the opportunity to capitalize on the upheaval that the financial crisis has wrought.

November’s Washington meeting represented a missed opportunity for the United States to reestablish itself as the only country worthy of being entrusted with leadership of the world’s financial system — and the political and ideological responsibilities that entails.

It is up to the next administration to ensure that it understands how fragile the U.S. seat at the head of that global table has become. Let us hope that the April meeting does not deteriorate into the G-19 plus one.

Impact---Financial Reform---Pakistan Lashout 

Failure of financial reform causes Obama to start diversionary conflicts---particularly in Pakistan 

Walkom 10 - Thomas Walkom, January 23, 2010, “Beware a wounded Chicago pol,” Toronto Star, p. lexis
The foreign policy picture is blurrier. This president came to power promising a fundamental shift from George W. Bush's go-it-alone approach. Obama insisted that his would be a more nuanced administration, tough when necessary but accommodating when reasonableness made sense.  After eight years of Bush's war-mongering and waterboarding, the world looked forward to an America recommitted to diplomacy, international partnerships and human rights.  True, none of this worked out quite as advertised. Well before Brown emerged as the spider on the Massachusetts valentine, Obama started to back away from his early heady promises.  His attempt to pressure Israel into a more accommodating stance with the Palestinians quickly foundered on the rocks of domestic U.S. politics. His overtures to Iran were rebuffed by a Tehran regime consumed with its own internal struggles. His promise to close the Guantanamo Bay prison camp has been put off into the indeterminate future. The Copenhagen climate change summit he promoted was a disaster.  Still, with a few notable exceptions, he has remained determinedly non-Bushian in his rhetoric. His latest approach to Afghanistan (increase troop strength but only for a while) lacks the clarity of Bush's call for a war on terror - or even Obama 's initial campaign promises. But it is probably more realistic than either.  Now, Obama is trying to adopt a more populist stance in order to salvage his presidency. As a political tactic, this makes sense. But as a method of governing, it is dangerous.  Populism's power lies in its ability to tap into deeply held views of the world that aren't always rational. It depends on stereotyping and visceral images - the unfeeling government bureaucrat, the silk-hatted banker, the swarthy terrorist.  When defeated Republican vice-presidential candidate Sarah Palin accuses Obama of wanting to set up health-care "death panels," she is feeding on America's historic (and to outsiders near-paranoid) suspicion of government. When Obama talks of taking on Wall Street, he is appealing to a similarly deep-seated antipathy toward bankers that has existed in America since the republic's founding.  At its best, populism is a blunt instrument. Obama 's proposal to tax big banks in order to fund his bailout of Wall Street penalizes institutions that weren't bailed out (including some Canadian ones).  At its worst, it panders to prejudice.  But more to the point for the rest of the world, domestic populist measures are difficult to enact in the U.S. Silk-hat stereotypes notwithstanding, there's a good chance that Obama won't get his banking measures, including proposals unveiled Thursday that would increase financial regulation, through an increasingly skittish Congress. Even Obama 's pledge to create a new consumer watchdog may not make it.  The real danger for those of us outside the U.S. is that the president will be tempted into more foreign adventures in order to deflect attention from his failures on the domestic front.  Indeed, for leaders in trouble, nothing works better than a bit of swashbuckling abroad. Britain's Margaret Thatcher saved her government by warring with Argentina. Ronald Reagan deflected criticism of his domestic record by threatening the so-called evil empire of Soviet Russia. George W. Bush's nondescript presidency was rescued by his war on terror.  Targets for American action are never in short supply. They could include Yemen, where Christmas Day underpants bomber Umar Farouk Abdulmutallab allegedly trained. Or Obama could decide to raise the ante further in Pakistan and Afghanistan, with immediate effect on Canadian troops there.  Playing the commander-in-chief card is a tried and true American political tactic. Don't assume Obama won't use it. He is not a saint. He is an experienced Chicago politician who almost certainly wants to win a second term.

That causes a radical uprising in Pakistan and forces Indian intervention 

Margolis 8 – Eric Margolis, contributing foreign editor for Sun National Media Canada, the author of War at the Top of the World, July 16, 2008, online:  http://www.lewrockwell.com/margolis/margolis84.html
Any US attack on Pakistan would be a catastrophic mistake. First, air and ground assaults will succeed only in widening the anti-US war and merging it with Afghanistan’s resistance to western occupation. US forces are already too over-stretched to get involved in yet another little war.  Second, Pakistan’s army officers who refuse to be bought may resist a US attack on their homeland, and overthrow the man who allowed it, Gen. Musharraf. A US attack would sharply raise the threat of anti-US extremists seizing control of strategic Pakistan and marginalize those seeking return to democratic government.  Third, a US attack on the tribal areas could re-ignite the old irredentist movement to reunite Pashtun parts of Pakistan and Afghanistan into an independent state, "Pashtunistan." That could begin unraveling fragile Pakistan, leaving its nuclear arsenal up for grabs, and India tempted to intervene.  The US military has grown used to attacking small, weak nations like Grenada, Panama, and Iraq. Pakistan, with 163 million people, and a poorly equipped but very tough 550,000-man army, will offer no easy victories. Those Bush Administration officials who foolishly advocate attacking Pakistan are playing with fire.

Impact---Financial Reform---Pakistan Lashout

That causes nuclear war 

Ricks 1 - Thomas E. Ricks, Washington Post, Pentagon, and military correspondent and Pulitzer Prize winner, member of Harvard University's  Senior Advisory Council on the Project on U.S. Civil-Military Relations, 2001, "Worries Over War's Costs, Consequences some fear regional destabilization, retribution against US", Washington Post, online: http://cndyorks.gn.apc.org/news/articles/warconsequences.htm
India may destroy Pakistan's nuclear weapons  As the U.S. military begins combat ground operations in Afghanistan, some Pentagon officials are concerned about where the conflict ultimately will lead, and whether tactical military gains in Afghanistan could lead to bigger strategic problems for the United States and its allies.  The concerns run from the possibility the military campaign could destabilize neighboring Pakistan to the prospect that it could spark a much broader war involving several nations in the region and beyond. The officials warn the war will require enormous sacrifices and could prompt additional attacks on the United States.  The Afghan war "seems to be a short-term, possibly shortsighted strategy," said one general who is not directly involved in the anti-terrorism campaign. "Our actions so far show only short-term thinking."  With a tight lid clamped down at the Pentagon on the release of information about the war, most concerns like this officer's are being expressed in private. But in the next circle of the defense establishment, among people who consult frequently with the top levels of the military, the misgivings come through loud and clear.  "You can go and kill every one of their terrorists and hang [Osama] bin Laden in front of the White House and you still haven't solved the problem -- and you've probably created hundreds of new terrorists," said retired Col. Richard Dunn, a former chief of the Army's internal think tank. "So you could win tactically, and lose strategically."  The Bush administration has hinted at such apprehensions, with senior officials warning in recent weeks that the anti-terrorism war will be long and hard. But the White House has yet to spell out what some of the costs and consequences of the war might be, both overseas and at home.  "I think it is up to the administration to make it clear that the costs of this war will be heavy, and the war will feel almost endless, but that not doing it means the end of the way we live," said Williamson Murray, a retired Ohio University specialist in strategy and 20th century military history.  The experts' worries begin with Pakistan, whose government has sided with the United States in the anti-terrorism war but whose predominantly Muslim population appears to be generally sympathetic to the Taliban, the Islamic extremist movement ruling most of Afghanistan. Of dozens of experts contacted for this article, each expressed concern about the stability of Pakistan. Most worried that the war could undermine the country's president, Pervez Musharraf, a general who took power in a 1999 coup.  "We've asked a lot" of Pakistan, conceded one administration official. But, he added, "we are going to ask more of them." He declined to say what such additional requests would be, but military planners said Pakistan will be used as a staging ground for additional Special Operations raids like the one launched into southern Afghanistan with more than 100 U.S. Army Rangers.  The U.S. government shares those concerns about Pakistan, said another administration official, and is taking steps to compensate for the destabilizing effects of the new U.S. military presence there. "If we wipe out al Qaeda in Afghanistan and turn Pakistan over to some other version of the Taliban, that's a net loss, there's no question," the official said. "But that's an argument for succeeding in Pakistan, not an argument for giving up."  Specifically, he said the United States would seek to improve military-to-military relationships -- especially with younger Pakistani officers who have had little contact with the United States -- and also would seek to provide more economic aid and de-emphasize nonproliferation as an issue.  Finally, this official said, not doing anything at all to counter terrorism in the region would be the most destabilizing course the United States could take.  The prospect of Pakistan being taken over by Islamic extremists is especially worrisome because it possesses nuclear weapons. The betting among military strategists is that India, another nuclear power, would not stand idly by, if it appeared that the Pakistani nuclear arsenal were about to fall into the hands of extremists.  A preemptive action by India to destroy Pakistan's nuclear stockpile could provoke a new war on the subcontinent. The U.S. military has conducted more than 25 war games involving a confrontation between a nuclear-armed India and Pakistan, and each has resulted in nuclear war, said retired Air Force Col. Sam Gardiner, an expert on strategic games.  Having both the United States and India fighting Muslims would play into the hands of bin Laden, warned Mackubin Owens, a strategist at the Naval War College in Newport, R.I. "He could point out once again that this is the new crusade," Owens said.  The next step that worries experts is the regional effect of turmoil in Pakistan. If its government fell, the experts fear, other Muslim governments friendly to the United States, such as Saudi Arabia and Egypt, might follow suit. "The ultimate nightmare is a pan-Islamic regime that possesses both oil and nuclear weapons," said Harlan Ullman, a defense analyst at the Center for Strategic and International Studies.  Ullman argued that the arrival of U.S. troops in Pakistan to fight the anti-terrorism war in Afghanistan could inadvertently help bin Laden achieve his goal of sparking an anti-American revolt in the country.   

Impact---Financial Reform---Warming 

Financial reform’s key to shift capital investment towards alternative energy 

Schwarz 1-22 – Jason, January 22, 2010, “Bank Regulation: A Necessary Evil for Stock Market Growth,” online:  http://community.nasdaq.com/News/2010-01/Bank-Regulation--A-Necessary-Evil-for-Stock-Market-Growth.aspx
Now President Obama is poised to introduce the first real solution to the bubble problem. The banks have turned into quasi government hedge funds that are held so hostage by their speculative investment profits that they no longer fulfill their intended purpose to lend.

How has this happened? Look no further than a company like Goldman Sachs ( GS ). We should rename them Goldman 'Bubble' Sachs. This firm has grown so large that it is conflicted at every level. How could anyone trust what comes out of a Goldman 'Bubble' Sachs analyst when the firm has such a huge speculative stake in analyst recommendations. Remember how these GS analysts were pumping up the price of oil as the Bubble Sachs were minting money on the trade? That kind of activity is damaging to the entire global market; the only ones who benefit are the money managers and select clientele. The truth of the matter is that Bubble Sachs along with the other quasi government hedge funds caused food inflation in third world countries because of their commodity trades. If we want stability in our financial markets, this kind of behavior must come to an end.

In the short run, investors fear that new regulations imposed on the banking industry will cause big bank stocks like JP Morgan ( JPM ), Bank of America ( BAC ), and Citigroup ( C ) to sink. I agree with this assumption. The broad economy needs to get back to an environment where banks make their money from lending and not much else. This regulation will limit future growth. Good. The days of speculative bubble growth didn't work out so well for the broad market.

In the long run, this restructure is very different than the collapse of the financial industry that we witnessed in 2008/2009. The economy won't go into a double dip because of these regulations. The economy should actually be better off in the long run. If investment capital is going to leave the financials, where will it head? It will flow to real areas of innovation like technology, alternative energy, and successful biotech. The time to own the banks was during stage one of the market recovery, now that we are in stage two it's time to look elsewhere. The market will be able to move on without them.

That’s key to solve climate change---U.S. is the biggest emitter and investment spills over internationally 

Rosen 10 – Mark E. Rosen, Deputy General Counsel, CNA Corporation. LL.M., holds adjunct teaching appointments at George Washington University School of Law and Virginia Polytechnic Institute and State University in Homeland Security Law and Policy, March 2010, “ARTICLE: ENERGY INDEPENDENCE AND CLIMATE CHANGE: THE ECONOMIC AND NATIONAL SECURITY CONSEQUENCES OF FAILING TO ACT,” University of Richmond Law Review, 44 U. Rich. L. Rev. 977, p. lexis
Some controversy remains over the extent or pace of climate change. However, there seems to be universal agreement from individuals from all political spectrums that reducing U.S. dependence on foreign oil is a national security imperative. n389 Even President George W. Bush endorsed the principle in his 2006 State of the Union Address stating that the United States needed to wean its addiction to foreign oil and "increase our research in better batteries for hybrid and electric cars and in pollution-free cars that run on hydrogen." n390 There also seems to be an emerging national consensus that reducing GHG emissions is something that needs to happen domestically and internationally in a prompt and balanced fashion.

In assessing the macro policies outlined above and the various steps being taken, all measures being undertaken both domestically and internationally comport with their stated policies and, over time, will help reduce U.S. vulnerabilities. The current and planned tax preferences for private industry investment in alternative energy - including the utility companies - are essential to stimulating the research and development associated with fielding these new technologies. Investment in such technologies is important to reduce many of the risk factors to the United States as outlined by Jared Diamond, n391 especially climate change, since the United States is such a large per capita producer of GHG, n392 and U.S. actions will be copied by other states. In that regard, the United States needs to reconsider its tax policies on research and experimentation. These credits should be made permanent and should be on par with those of other developed countries to ensure, at the very least, that the research and development dollars do not migrate from the United States to other jurisdictions that grant a more generous preference. n393 Investment tax credits for  [*1040]  conversion to alternative energy sources should be given time to work, but consideration should be given to making those tax credits permanent and inclusive of such things as conversion from coal and oil to natural gas.

Warming causes extinction 

Powell 2K (Corey S. Powell, Adjunct professor of Science Journalism at NYU's Science and Environmental Reporting Program; spent eight years on the Board of Editors at Scientific American; worked at Physics Today and at NASA's Goddard Space Flight Center where he assisted in the testing of gamma-ray telescopes, October 2000, Discover, Vol. 21, No. 10, 20 Ways the World Could End Swept away)
The Earth is getting warmer, and scientists mostly agree that humans bear some blame. It's easy to see how global warming could flood cities and ruin harvests. More recently, researchers like Paul Epstein of Harvard Medical School have raised the alarm that a balmier planet could also assist the spread of infectious disease by providing a more suitable climate for parasites and spreading the range of tropical pathogens (see #8). That could include crop diseases which, combined with substantial climate shifts, might cause famine. Effects could be even more dramatic. At present, atmospheric gases trap enough heat close to the surface to keep things comfortable. Increase the global temperature a bit, however, and there could be a bad feedback effect, with water evaporating faster, freeing water vapor (a potent greenhouse gas), which traps more heat, which drives carbon dioxide from the rocks, which drives temperatures still higher. Earth could end up much like Venus, where the high on a typical day is 900 degrees Fahrenheit. It would probably take a lot of warming to initiate such a runaway greenhouse effect, but scientists have no clue where exactly the tipping point lies. 

Impact---Economy---War 

Failure to recover sparks wars between nuclear powers across the globe 

Cusick 9 – James Cusick, Westminster Editor of the Glasgow Sunday Herald, 3-14, 2009, “Don’t bank on financial trouble being resolved without conflict,” The Sunday Herald, online: http://www.sundayherald.com/oped/opinion/display.var.2495478.0.dont_bank_on_financial_trouble_being_resolved_without_conflict.php
Yet more alarmism from a hyperventilating hack, you say. Get it in proportion: a banking crisis isn't the end of the world. We don't do war any more. Well, I sincerely hope that this international crisis can be resolved without conflict, but I wouldn't bank on it - if you'll excuse the pun. We simply can't afford to ignore the lessons of history. In 1933, a similar global economic summit in London tried to lift a stubborn recession through international co-operation. It failed.

The result was warfare, first with tariffs and devaluations, and then with bullets and bombs.

I'm not saying that America is about to declare war on China, or that Germany is going to invade France. But there are profound economic stresses in central Europe that could rapidly turn into conflict in the bankrupt Baltic states, Hungary, Ukraine. And if the Great Recession, as the IMF's Dominique Strauss-Kahn called it last week, turns into a Great Depression, with a prolonged collapse in international trade and financial flows, then we could see countries like Pakistan disintegrate into nuclear anarchy and war with neighbouring India, which will itself be experiencing widespread social unrest. Collapsing China could see civil war too; Japan will likely re-arm; Russia will seek to expand its sphere of economic interests. Need I to go on?

Decline magnifies the severity of other conflicts – WWII only became a World War because of the Depression 

Miller 8 – G. Robert M. Miller, journalist for Digital Journal, 10-25, 2008, “Guns vs. Shovels – The Central Question Behind Our Next Economy,” online: http://www.digitaljournal.com/article/261595 
But before we look at the modern ‘Guns versus Butter’ model, it first has to be noted that this phrase was originally popularized in a time where securing economic prosperity was a primary concern in nearly every nation. More importantly, when these nations did experience economic collapse, nearly all of them chose Guns.

There is no question that Nazi aggression spawned World War II, however, what was happening in Europe became a world war for a purpose as central to the heart of the capitalist as was the instantaneous end of the holocaust to the heart of the compassionate; economic prosperity.

Simply said, big wars are big money; and to truly break from the embrace of the Great Depression, a big commitment to the economy was necessary. And due to the leadership that guided the balance between ‘Guns and Butter’ in the US through World War II, the economy was considerably improved; this was true for many western nations.

Crisis makes diversionary theory true – states will start wars to head off domestic discontent – and use force to settle old disputes with rivals 

Rothkopf 9 – David Rothkopf, Visiting Scholar at the Carnegie Endowment for International Peace, 3-11, 2009, “Security and the Financial Crisis,” Testimony Before the House Armed Services Committee, CQ Congressional Testimony, lexis 
--Destabilizing Bilateral or Regional Effects of the Crisis: The weakening of states can produce instability that spills across borders or can produce social pressures that increase migration and create associated tensions along borders. The rise of opposition groups can create an opportunity for like-minded neighbors to support their activities and thus cause rifts and potential conflicts to spread. Political and economic weakness in nations can be seen by opportunistic neighbors (some wishing to produce distractions from their own crises) as an invitation to intervene in their neighbors politics or even to step in and take control of neighboring territories or to seek to use force to resolve in their favor long-simmering disputes. In the same vein, old animosities may be inflamed by the crisis either because they produce tensions that play into the origins of old rivalries or because political leaders seek to play on those rivalries to produce a distraction from their inability to manage the economic crisis. Need may enhance tensions and produce conflicts over shared or disputed resources. A desire to preserve national resources, jobs, or capital may produce reactive economic, border or other policies that can increase tension with neighbors. This can include both trade and capital markets protectionism (in traditional and new forms see below), closed or more tightly monitored borders, more disputes on cross-border issues and thus both an increase in tensions and a decreased ability to effectively cooperate with neighbors on issues of common concern.

Impact---Economy---AT: Defense (Miller/Empirics/Etc)

Best empirical studies of system-wide growth and conflict prove a robust relationship---decline causes war and growth solves it 

Reuveny and Thompson 6 – Rafael Reuveny, Professor of Public and Environmental Affairs at Indiana University, and William R. Thompson, Professor of Political Science at Indiana University, 2006, Kondratieff Waves, Warfare, and World Security, p. 210-211
Our next step was to compute cross-correlation coefficients from the raw, annual, leading sector growth and conflict series. In each case, we perform the computations while using various leads and lags of each conflict series relative to the growth series. The cross correlations provide information on the patterns of co-movements of our variables along the long wave. Table 3 reports the results for the highest cross-correlation coefficient that is also statistically significant.

All of the correlations reported in table 3 are similar in behavior. The cross-correlation coefficients between leading sector growth and subsequent conflict (with leads varying from 12 to 21 years) are negative. With the exception of the nonsignificant North-South conflict and Southern civil wars coefficients, positive leading sector growth tends to be associated with a decline in interstate conflict a decade or two later. A decline in leading sector growth leads to a later increase in interstate conflict.
In addition, an increase in interstate conflict is associated uniformly with a subsequent increase in leading sector growth rates (although the lags vary from 4 to 17 years depending on the type of conflict). As expected theoretically, the highest coefficient (0.45) linking antecedent conflict to leading sector growth is found to be associated with Northern conflict.

Note as well that the interstate results pertaining to leading sector growth leading conflict vary hardly at all in terms of the size of the coefficient. North-South conflict is the least influenced by economic growth but there is no discernible difference between the outcomes for Northern or Southern interstate conflicts. A diminishing pattern does show up in the coefficients for the conflict to leading sector growth relationships. Northern conflict (0.45), North-South conflict (0.33), and Southern conflict (0.24) coefficients decline as one moves away from the North towards the South. 

The outcome for the leading sector growth and Southern civil war correlation is different. Leading sector growth does not lead significantly to more or fewer Southern civil wars. Increasing civil wars in the South, we are told, do lead to a decline in leading sector growth. This is a curious finding that deserves more scrutiny. It appears to be largely a product of the last third or so of the twentieth century (sharply increasing civil warfare and decaying leading sector growth). Prior to World War II one does not observe any clear pattern linking these two variables. In this case, we need to push the analysis back further in time (to 1815) before accepting the outcome recorded in table 3 as fully meaningful.

In sum, we find empirical support for our leadership-long cycle-based theoretical expectations. Leading sector growth in the system's leader economy, our index of the long wave, tends to be related to military conflict in a variety of the structural settings evaluated here (total conflict. Northern conflict and North-South conflict). Leading sector growth leads to less militarized conflict, not to more conflict - contrary to the expectation of Kondratieff. Leading sector growth, in turn, follows militarized conflict, as we have suspected.

Impact---Economy---AT: Causes Moderation/Cooperation

Economic decline does not cause co-op or moderation:

a)  Global collapse matters – their ev assumes an individual state’s downturn – global decline causes expansionist wars that spread 

Miller 8 - G. Robert M. Miller, journalist for Digital Journal, 10-25, 2008, “Guns vs. Shovels – The Central Question Behind Our Next Economy,” online: http://www.digitaljournal.com/article/261595 
When the last generation was faced with the original ‘Guns versus Butter’ model, they waited too long, got trapped in a massive depression, and eventually went to war – forcing (via intensive and poorly paid labour) the creation of massive military industries, which in turn led to the restoration of economies throughout the world. But since then the trade-off schemata that guided western nations through the depression has been all but abandoned.

There can be no question that following World War II, globalization and the creation economic relations of interdependence produced extraordinary amounts of national wealth, but so too it must be recognized that somewhere along the way, economic-interdependence got carried away with purchasing products and services on credit. As Friedman put it, “we kind of charged our kids future on our visa cards”. As a result, money itself has to be revaluated, or else confidence (in future profits) has to be restored. If nothing is done and we, the west, continue to head down the Icelandic route, what limited capital we have right now will disappear; it has happened before, and eerily enough, it was at about the same time that the original ‘Guns versus Butter’ model became popular.

In those times, economies collapsed; and when the economies of the west went dark, the whole world got ugly. It didn’t take long for radicals to begin to point the finger of blame and anger at another faction; and so started World War II. In the days and months before the war, money was so limited that many felt they had to choose between eating (butter) or expansion (guns); and when one big nation chose expansion, all big nations (in defense of their own livelihood and the survival of others) had to chose guns too.

b)  This recessions different – countries aren’t attempting to cooperate and it’ll only get worse if the downturn intensifies 

NPR 9 – National Public Radio, 2-18, 2009, “Economic Crisis Poses Threat To Global Stability,” online: http://www.npr.org/templates/story/story.php?storyId=100781975
Throughout history, wars have often been preceded by serious economic crises. World War II followed the Great Depression, for instance.
With such concerns in mind, Democratic Sen. John Kerry of Massachusetts, chairman of the Senate Foreign Relations Committee, invited several experts to testify last week at a roundtable on the foreign policy implications of this economic crisis. "The biggest single step the U.S. could take to send a message abroad and try to restore confidence would be what?" he asked.

The answers were not encouraging. The steps that most need to be taken, the panel agreed, are the ones that are probably most difficult politically: Troubled U.S. banks, they all said, need to be nationalized, at least temporarily (that's probably a non-starter). The United States should lead the way in resisting protectionist pressures (but the U.S. stimulus package includes a Buy American provision). And governments around the world need to work together (the opposite has happened).
"What we've seen is a lack of coordination [among countries] of economic policy to address what is truly a global crisis," says Desmond Lachman of the American Enterprise Institute. "Otherwise, you're going to have countries very much at cross-purposes, and the danger is you're getting beggar-thy-neighbor policies pretty much in evidence."

In times of economic stress, governments may protect their own national companies from foreign competition, even if it means the global economy suffers.

The World Bank is predicting that trade this year could shrink by more than 2 percent. Some analysts even say the world is going through a period of deglobalization after years of increasing economic integration. That's a trend that could aggravate international tensions.
It's the job of intelligence agencies to focus on risk and prepare their governments for what could happen, which is why they are now rehearsing all the worrisome scenarios that could result from the international financial crisis.
c)  Particularly true of this crisis---zero U.S. propensity to cooperate to solve it 

Ferguson 9 – Niall Ferguson, Laurence A. Tisch Professor of History at Harvard University, 3-14, 2009, “Introducing the axis of upheaval,” The London Times, online: http://www.timesonline.co.uk/tol/comment/columnists/guest_contributors/article5904142.ece
THE PROBLEM is that, as in the 1930s, most countries are looking inward, grappling with the domestic consequences of the economic crisis and paying little attention to the wider world crisis. This is true even of the US, which is so preoccupied with its own domestic problems that countering global upheaval looks like an expensive luxury.

Even with the White House's optimistic forecasts for growth, its gross federal debt is going to balloon to 100 per cent of GDP within ten years. Few commentators are asking what all this implies for US foreign policy. The answer is obvious: the resources available for policing the world are certain to be reduced.
Economic volatility, plus ethnic disintegration, plus empires in decline: that combination is about the most lethal in geopolitics. We now have all three. The age of upheaval starts here.
Uniqueness---Financial Reform---Won’t Pass

Strong financial reform won’t pass the House---New York delegation 

Grim 6-16 – Ryan Grim, Huffington Post, June 16, 2010, “New York Dems Standing Strong For Wall Street,” online: http://www.huffingtonpost.com/2010/06/16/new-york-dems-standing-st_n_614402.html
House Democrats representing New York are making a last-minute push to defend the interests of the state's most profitable industry.

On Monday night, Gary Ackerman, a Democrat who represents Queens, told his fellow caucus members that if reform is too tough on Wall Street -- particularly, if it includes a tough derivatives proposal from Blanche Lincoln or a hardened Volcker Rule -- the 26 members of the New York delegation may abandon the party on a final vote. He claims that reduced profits for Wall Street translates into lower tax revenue for the state and city, which hurts all New Yorkers.

That would leave Speaker Nancy Pelosi (D-Calif.) with only a few votes to spare, with plenty of other opposition from within her caucus still left to overcome.

The conventional understanding of the congressional equation is that the Senate, with its requirement of 60 votes to overcome a filibuster, is the limiting factor. But the House is proving a more difficult obstacle.

Opponents of reform are winning the grassroots battle 

Grim 6-16 – Ryan Grim, Huffington Post, June 16, 2010, “New York Dems Standing Strong For Wall Street,” online: http://www.huffingtonpost.com/2010/06/16/new-york-dems-standing-st_n_614402.html
The New York uprising is one example of the way that the structure of the House works against meaningful national reform. More than three dozen Democrats sit on the House Financial Services Committee and nearly all of them demand special treatment for regional interests. "What's happening now is the pro-regulation forces are being out-grassroots-ed by the antis," Frank told HuffPost in the fall as his committee considered the bill. One member, he said, represented tons of title insurance companies. Another came from the headquarters of credit unions. A third's district was home to LexisNexis; another to Equifax.

The New Democrats will block stringent reform measures

Grim 6-16 – Ryan Grim, Huffington Post, June 16, 2010, “New York Dems Standing Strong For Wall Street,” online: http://www.huffingtonpost.com/2010/06/16/new-york-dems-standing-st_n_614402.html
The New Yorkers will have help from the New Democrat Coalition, a group of Wall Street-friendly lawmakers who worked to soften reform in the House when it first went through.

The coalition is currently gathering signatures for a letter objecting to the Lincoln proposal, pushing for exemptions to the derivatives language and arguing for a loose interpretation of the Volcker Rule.

The New Dems ally themselves with the administration in their opposition to Lincoln. "[W]e agree with leading regulators and Administration officials, including former Chairman Volcker and current Federal Reserve Chairman Ben S. Bernanke, Treasury Secretary Timothy F. Geithner, SEC Chairwoman Mary L. Schapiro and FDIC Chairwoman Sheila C. Bair, who have all expressed opposition to Senate Section 716 - also known as the 'swaps desk spinoff' - that would increase systemic risk by forcing derivatives transactions into less regulated and less capitalized institutions and impede effective regulatory oversight of the derivatives markets. Legitimate conflict of interest concerns are addressed by the ban on proprietary trading in the Volcker Rule, and, accordingly, we believe Section 716 should be removed from the legislation," reads the letter, a copy of which was reported in Tuesday's HuffPost Hill.

Uniqueness---Financial Reform---Watered Down Now

Lobbyists will succeed in weakening the bill now 

Market Watch 6-18 – Chuck Jaffe, writer for Market Watch, June 18, 2010, “Bank reform loopholes are roadmap to trouble,” online: http://www.marketwatch.com/story/bank-reform-loopholes-are-roadmap-to-trouble-2010-06-18
If you want to figure out where the next big financial crisis is coming, watch the proceedings in Washington over the next two weeks. Whatever pieces of the proposed financial reform legislation get watered down or eliminated during current negotiations will create the holes that future bad actors slip through.

No investor should be naïve enough to assume that legislation, no matter how comprehensive, will make problems disappear. But the singular hope for investors should be that legislation protects against known and foreseeable threats, and deters the bad guys from making their play.

Looking at both the House and Senate versions of financial reform, it's clear that the politicians actually recognize some of the biggest problems, but it's equally clear that they're not willing to take the hard steps needed to go all the way to eradicating trouble.

Functionally, any change should leave the people on Main Street feeling a bit more like equals to the people on Wall Street, rather than feeling like the little guy playing in a rigged game with the rules set -- and bent -- by the big players.

Wall Street's lobbyists are working hard to weaken the new legislation, and insiders say they are having some success. That is where the loopholes come in; the weaknesses in the final version that comes out of Congress create a roadmap to trouble.

No limits on bank size now---that’s key 

Market Watch 6-18 – Chuck Jaffe, writer for Market Watch, June 18, 2010, “Bank reform loopholes are roadmap to trouble,” online: http://www.marketwatch.com/story/bank-reform-loopholes-are-roadmap-to-trouble-2010-06-18
For example, if Congress wants to avoid the next bailout, it should take steps to avoid that now, by deciding that a bank which is "too big to fail" is actually "too big for the good of the country." Quite simply, Congress needs to limit how big commercial and investment banks grow; if it put in limits - say, that assets should not exceed 3% of the U.S. gross domestic product -- there would be fewer than a dozen institutions that would fall on the wrong side of the line. Meanwhile, bank failures and closings have actually made the biggest institutions larger, which increases the potential for trouble if and when there's another crisis.

There is no way that Congress will actually limit bank size, so investors should hope it gives government the ability to increase capital requirements (which would reduce the risk of bank failures) and approves the "Volcker rule" -- named for its chief proponent in former Fed chairman Paul Volcker -- which would stop banks from trading for their own account. That way, if a bank wants to make a leveraged bet on stocks or derivatives -- and that's where the big-money banks make the bulk of their profits -- they don't get federal deposit insurance and they can't come running for a bailout.

Uniqueness---Financial Reform---No Derivatives Regs

Derivatives regulation will never survive---even the White House opposes 

Newsweek 6-9 – “Why Lincoln's Win Still Won't Help Financial Reform,” June 9, 2010, online: http://www.newsweek.com/blogs/the-gaggle/2010/06/08/why-lincoln-s-win-still-won-t-help-financial-reform.html
Even though Arkansas Sen. Blanche Lincoln narrowly won the Democratic primary Tuesday night, her signature derivatives legislation won’t survive the summer. Politico is reporting  that Congress plans to consider the final version of the financial reform bill during the last week in June, but that ramped-up schedule and Lincoln’s victory are unlikely to add any heft to the derivatives legislation, a key part of the financial-reform package, which still lacks basic political support.

As The Atlantic points out, most major regulators—which are more powerful than Lincoln—oppose her plans: “Those opponents include the White House (and Treasury), FDIC Chair Sheila Bair, Fed Chair Ben Bernanke, and Former Fed Chair Paul Volcker. It's not entirely clear where House Financial Services Chairman Barney Frank stands. But since his knowledge and understanding of the financial industry should make him well aware of damage the provision would do, it's hard to believe that he would allow it to live in the final bill.”

Derivatives regs don’t solve eve if they’re included 

Newsweek 6-9 – “Why Lincoln's Win Still Won't Help Financial Reform,” June 9, 2010, online: http://www.newsweek.com/blogs/the-gaggle/2010/06/08/why-lincoln-s-win-still-won-t-help-financial-reform.html
It’s also unclear what Lincoln’s derivatives legislation would actually accomplish. As the chairwoman of the Senate agriculture committee, Lincoln proposed trading derivatives on open exchanges to give people a better sense of how they worked and forcing banks to spin off their derivatives-trading departments into subsidiaries to isolate the risk. But it’s hard to regulate derivatives unless you can properly define them. Would it be a trade derived from an insurance policy or from a home mortgage? “I think it would be very hard to get a broad-based definition, and two years from now, there will be new ones we’ve never considered,” says Richard Zekhauser, a professor of political economy at Harvard University’s John F. Kennedy School of Government. Isolating the trading of the derivatives from other functions of a bank also is not realistic, some critics argue, and would still give hedge funds or overseas companies latitude. “If you spin off a risky activity, it’s still risky,” says Paul Wachtel, a professor of economics at the Stern School of Business at New York University. “A better approach, in my mind, is to regulate or tax risky activities.”

Uniqueness---Financial Reform---No Bipart 

Bipartisanship’s already completely broken down over financial reform 

WaPo 6-11 – Washington Post, June 11, 2010, “House-Senate panel meets to reconcile differences in financial reform bill,” online: http://www.washingtonpost.com/wp-dyn/content/article/2010/06/10/AR2010061004968_pf.html
The final act in Congress's effort to rewrite the nation's financial regulations got off to a prickly start Thursday, as Democrats tacked on new provisions to the landmark legislation even before the first meeting of a House-Senate conference committee, angering Republicans who claimed they have been kept in the dark by the majority party.

A bipartisan group of nearly 40 lawmakers from the House and Senate gathered just after 2 p.m. in a crowded Capitol Hill hearing room -- brimming with reporters, lobbyists, and officials from the White House, Treasury and bank regulatory agencies -- to begin the process of hammering out differences between the bills passed by each chamber.

"This is not a terribly common occurrence," said Sen. Christopher J. Dodd (D-Conn.), promising an open and thorough proceeding even as he pushed for a speedy conclusion. "We know what is at stake here. . . . This bill, made so strong over the course of the last year, will not be weakened in the last throes of the debate. This is a very strong bill, and it is time we get it on the president's desk."

But any hope of an amicable process quickly evaporated.
Lawmakers had agreed to work primarily from the 1,500-page Senate bill, which administration officials and Democratic leaders consider a stronger package. But by the time the conference committee convened Thursday, the working draft had ballooned to 1,974 pages.

Most revisions appeared largely technical. But some would bring notable changes, such as preserving the federal thrift charter, placing additional restrictions on mortgage lending, and inserting provisions aimed at aiding low-income, minority or underserved communities.

"It appears that we are off to a rocky start because the base text before the conference was negotiated and compiled behind closed doors and without any Republican participation. In fact, we only received it about 2 1/2 hours ago," said Sen. Richard C. Shelby (R-Ala.). "If we continue to proceed in this manner, any further assertions of openness and transparency will be a fiction, and meetings like this will only serve as political theater."
No Political Capital---BP Escrow Fund 

BP fund creates a perception of Obama as anti-business---jacks PC 

Reuters 6-18 – “Analysis: Will BP foul Obama's relations with business?,” June 18, 2010, online: http://www.reuters.com/article/idUSTRE65H3GA20100618
President Barack Obama was credited by supporters with thrashing a corporate giant when BP Plc agreed to his demand to commit $20 billion to help those affected by the Gulf of Mexico oil spill.

But now he has to convince business he is on its side, as he struggles to boost the economy and foster job growth while his fellow Democrats fight to keep control of Congress in the November election.

Executives have become increasingly disenchanted with Obama since he swept to the White House in 2008 with more support from business leaders than most Democrats usually enjoy.

Passage of Obama's healthcare reforms, his bid to tighten regulation of big financial firms, his reference to Wall Street executives as "fat cats" and his angry rhetoric about BP worry executives.

They increasingly view Obama as hostile and his platform as an expensive expansion of government at the expense of the private sector.

"It (the friction with BP) cements the administration's reputation as being fundamentally anti-business," said Douglas Holtz-Eakin, former director of the Congressional Budget Office.

"What have they done that is not in the category of making it harder for businesses to operate?" asked Holtz-Eakin, who was an economic policy adviser to Republican John McCain during his losing 2008 presidential campaign against Obama.

Time magazine ran an article this week asking if Obama can regain the backing of big business. Wall Street Journal columnist Daniel Henninger said: "The beating Mr. Obama is giving BP isn't the exception. It's the rule when this president finds himself in tension with the private sector. I can't recall any previous president with this depth of visceral, anti-business animosity."

Some experts say many in the business world who supported Obama and other Democrats in 2008 may not only turn from the party, but actively work to eliminate Democratic majorities in the House of Representatives and Senate this year and try to remove Obama from the White House in 2012.

Campaign funding from big companies may drop, leaving the Democrats with an ever harder task at the polls in November, they say.

'WHAT PLANET'?

Obama aides retort that the president is only doing what he has to do to fix the damaged U.S. economy he inherited from Republican President George W. Bush and address fundamental problems that hurt the general public, even as they enriched a few individuals.

"It's hard to tell what planet these people live on," Obama's press secretary, Robert Gibbs, said when asked about labeling of the BP escrow deal as an example of Obama's socialist intervention in the private sector.

"It's hard to understand their viewpoint, but it may explain their votes on financial regulation. It explains how they view whether or not the banks ought to be able to write their own rules and play the game the way they played it several years ago that caused our economy to crash," he said.

Analysts say the White House's problems with business are real, and have consumed political capital that Obama will need as he pushes Congress to pass his energy overhaul.

No Political Capital---General

Obama’s political capital’s dead 

Hill 10 – Dell Hill, Contributing Editor at Uncoverage.net, May 2, 2010, “Obama: Political Capital “Tank” Running on Empty,” online: http://www.uncoverage.net/2010/05/obama-political-capital-tank-running-on-empty/
Understanding the American political process doesn’t require a PhD., but it does require a basic understanding of what it takes to present, move and enact legislation to become law.  It’s called “political capital”. 

Basically, political capital is the currency of politics.  It’s what one politician uses to convince another politician to support a particular piece of legislation.  Some would call it “one hand washing the other” and that’s a fair analogy.

For the President to advance a political agenda, political capital is his fuel tank to get things done.  He wheels and deals – all the while using that political fuel tank to get what he ultimately wants, and some agendas consume incredible amounts of that fuel.  ObamaCare, for instance, required an enormous amount of political capital to get enacted.  It has become the centerpiece of the Obama administration and is, quite frankly, about the only real victory the President can claim, but it came at a tremendous cost, literally and figuratively.

Washington Post columnist, Dana Milbank, writing in the Sunday, May 2, 2010 edition, discusses the President’s “fatal flinch on immigration reform”; a piece that seems to scold and defend the President’s actions all in one fell swoop.

You can read the entire piece here http://www.washingtonpost.com/wp-dyn/content/article/2010/04/30/AR2010043001389_pf.html

Milbank dances all around the fact that Barack Obama has just about run out of political capital and is in no position to jump out of the frying pan into the fire by attempting to advance immigration reform legislation during this legislative session.  The cost – in political capital – would be much too great and that fuel tank is already running on empty.  Even though we’ve only scratched the surface on the “who promised whom, what” to get ObamaCare passed, suffice to say it required every imaginable political trick and Chicago-style political skull-duggery.  To Obama, it was worth it, even if nearly 60% of the country still doesn’t like it, at least it’s something he can call a political victory.

When you throw in the obvious problem of potential massive losses in the mid-term elections, now just a few months away, you get a much better understanding of how the system does, or doesn’t work.  From all indications, Democrats will take it on the chin in November and for Obama to alienate about 60% of the country by supporting another amnesty-for-illegals proposal….Well, you get the picture. 

Right now, Obama is in damage control mode.  He has to be.  The political capital tank is running on fumes, so candidates who have made “guaranteed promises”, like Harry Reid of Nevada, will get thrown under the bus.  Reid already determined his own political fate when he declared the war in Iraq “is lost”; his failure to deliver on his campaign promise to pass immigration reform “just like we passed health care” relegates him to the trash heap and a prominent position under that bus.  Obama will rename a post office in his honor and that will be the last we’ll see from Mr. Reid.

Obama didn’t “flinch on immigration reform”.  He’s in constant contact with David Axelrod and Rahm Emanuel and I’m sure they’ve informed him that he has no more political capital in the tank to take on another blockbuster issue that may very well touch off even larger demonstrations than the health care legislation triggered.

Link Turn---Afghanistan Combat---Democratic Base 

Continuing presence in Afghanistan drains Obama’s capital---the plan aligns him with the base 

Feaver 9 - Peter Feaver, professor of Political Science and Public Policy and the director of the Triangle Institute for Security Studies at Duke University, August 21, 2009, “It's gut-check time, Mr. President,” online: http://shadow.foreignpolicy.com/posts/2009/08/21/its_gut_check_time_mr_president
This is a challenge to Obama because the facts on the ground in Iraq may require that he resist the political instincts he has honed in a domestic context, all of which will be pushing him to get out of Iraq as fast as the logistics train will let him.
The domestic context is also a critical factor in the Afghanistan challenge. As a recent Washington Post poll makes clear, public support for the Afghan mission is starting to wobble. There is even a slim majority giving the negative answer on the "is it worth it" question. I have never liked that question because it involves almost hopelessly complex and incommensurate judgments. From a policy point of view, what matters the most is the public's stomach for continuing the fight and I do not believe that the "worth it" question taps into that well. The poll is somewhat more encouraging on the dimension that the Gelpi-Feaver-Reifler model identifies as key: optimism about eventual success. The public shows continued optimism on that score and I believe that translates into a reservoir of public support that President Obama can tap.

The challenge for Obama is that his military advisors and independent experts may believe that eventual success requires the commitment of additional troops and resources to Afghanistan. And on the question of more troops, the recent poll makes clear, Obama does not have a reservoir of support -- indeed, the numbers are running nearly 2-to-1 for reducing rather than increasing troops. President Obama could shift those numbers, if he came to believe that an increase was necessary and if he committed the political capital and the bully pulpit to the job. But he would be dealing primarily with skeptics within his party. He enjoys robust support from across the aisle. His problem is with the majority opinion of his own party. At a time when he is facing a within-party backlash over health care, can he also do what it takes to bring his partisan troops in line?  As Will Inboden points out, the great presidents with which he likes to compare himself managed this tricky maneuver; the not-so-great ones he does not want to emulate did not.

Escalating the war drains political capital

Gandelman 9 – Joe Gandelman, Editor-in-Chief of The Moderate Voice, December 2, 2009, “Obama’s Afghanistan Plan: Recipe for Success or Political and Military Failure?,” The Moderate Voice, online: http://themoderatevoice.com/54933/obamas-afghanistan-plan-recipe-for-success-or-political-and-military-failure/
Can Obama survive this left/right pincer given the history of Presidents who escalated recent wars? The history of Presidents who escalated wars in the late to early twentieth centuries (Truman in Korea; LBJ in Vietnam; George W. Bush in Iraq) has generally ended in their exhausting their political capital and leaving office highly unpopular. If Obama faces a divided party or a party largely opposed to the war, and an opposition party that feels he wasn’t firm enough or just sees a political opening, how can he avoid this historical trend unless there is some brilliant military strategy or he has a huge bank of political capital left to spend? In recent months his political clout has seemed to weaken.

The base is against continued Afghanistan presence 

NYT 9 – New York Times, December 1, 2009, “Qualified Support From G.O.P.; Skepticism From Democrats,” online: http://thecaucus.blogs.nytimes.com/2009/12/01/qualified-support-from-gop-skepticism-from-democrats/
Other Democrats quickly weighed in against the troop increase, making it clear they were prepared to break with the president. “I support the president’s mission and exit strategy for Afghanistan, but I do not support adding more troops because there are now 200,000 American, NATO and Afghan forces fighting roughly 20,000 Taliban  and less than 100 al Qaeda,” said Senator Barbara Boxer, Democrat of California.

Senator Arlen Specter of Pennsylvania, who converted to the Democratic Party earlier this year, also came out in opposition, saying he was not persuaded that additional troops in Afghanistan would defeat Al Qaeda.

 “If Al Qaeda can operate out of Yemen or Somalia, why fight in Afghanistan where no one has succeeded?” Mr. Specter said.

Democratic officials acknowledged there is serious unrest among Congressional Democrats over Mr. Obama’s plan and said his build-up proposal is being greeted as something of a surprise even though as a candidate the president made clear he intended to shift military resources from Iraq to Afghanistan.

Link Turn---Iraq Combat---Builds PC/Winners Win 

Iraq combat withdrawal is unique---builds capital that’s otherwise scarce in foreign policy 

Stokes 8 – Bruce Stokes, international economics columnist for The National Journal, consultant to the Pew Global Attitudes Project, former Senior Fellow at the Council on Foreign Relations, November 5, 2008, “The World Looks to Obama – Part I,” online: http://yaleglobal.yale.edu/content/world-looks-obama-%E2%80%93-part-i
Obama must sell international engagement to Americans. His likely secretary of state, who many believe will be Senator John Kerry, the Democrat’s 2004 presidential candidate, lacks sufficient stature to make this sale on his own. With the bully pulpit of the White House, presidential leadership can turn public opinion. But even with the deference accorded any new president, Obama will only have so much political capital to spend on foreign-policy concerns given domestic economic challenges.

Disengagement from Iraq had long been expected to be Obama’s principal foreign-policy challenge. He pledged to pull most US troops from Iraq within 16 months, and in mid-October seven in 10 American voters said withdrawal was very important to them.

But this timetable may prove beyond Obama’s control. If American casualties increase in the months ahead, Obama will face demands from a war-weary, economically-strapped electorate to cut and run, even as America’s Middle Eastern and European allies fret about regional instability.

Link Turn---Iraq---AT: Blame for Post-Withdrawal Violence

Political momentum to get out of Iraq overrules concern about conditions there 

Feaver 9 - Peter Feaver, professor of Political Science and Public Policy and the director of the Triangle Institute for Security Studies at Duke University, August 21, 2009, “It's gut-check time, Mr. President,” online: http://shadow.foreignpolicy.com/posts/2009/08/21/its_gut_check_time_mr_president
The challenge on the Iraqi front is multifaceted, but the aspect that may be most critical will be how he deals with Iraqi over-confidence. The recent bombings underscore that it is woefully premature to declare "mission accomplished" in the counter-insurgency. The 2007 surge strategy reversed the trajectory in Iraq, but there is still a long way to go. Perhaps the phased withdrawal laid out under the Status of Forces agreement will be gradual enough to meet President Obama's cleverly-formulated goal of "leaving Iraq more responsibly than we went into Iraq." But ever since we transferred sovereignty to Iraqi authorities in 2005, a persistent pattern has emerged: Iraqis have been over-confident in their ability to govern and provide security and have been underwhelming in their delivery of the same. They have done well where U.S. forces have been well-aligned, well-resourced, and well-led. They have done much less well in other areas. Unfortunately, U.S. leverage over the Iraqis is diminishing on an almost daily basis and the faster we pull out the faster our leverage erodes.

This is a challenge to Obama because the facts on the ground in Iraq may require that he resist the political instincts he has honed in a domestic context, all of which will be pushing him to get out of Iraq as fast as the logistics train will let him.

Link Turn---Iraq Non-Combat---Political Capital 

Maintaining non-combat troops drains capital---requires Obama to constantly sell the policy 

WSJ 9 – Wall Street Journal, April 8, 2009, “Obama's Iraq Surprise,” online: http://online.wsj.com/article/SB123914573569198811.html 
The President also stressed the importance of a responsible troop withdrawal, calling the next 18 months a "critical period" for the country. He's right. A recent spate of car bombings in Baghdad may not represent a trend -- overall levels of violence remain at post-invasion lows -- but they are a reminder that Iraq will continue to need a stabilizing American presence.

That's why Mr. Obama is right to keep troop levels high through December's parliamentary elections, and to maintain as many as 50,000 trainers and counterterrorism troops in Iraq through 2011. No less important is that he is willing to spend political capital by showing Presidential-level commitment to ensuring Iraq's success. This is all the more crucial at this moment of transition, and it also will help him demonstrate to Americans what can be achieved by the surge -- er, "tactical demographic enhancement" -- he's currently ordered for Afghanistan.

Link Turn---Iraq Non-Combat---Democratic Base 

Non-combat withdrawal solidifies Obama’s support from Democrats 

McClatchy 9 – “In twist, GOP likes Obama's Iraq plan, Democrats don't,” February 27, 2009, online: http://www.mcclatchydc.com/2009/02/27/62987/in-twist-gop-likes-obamas-iraq.html
The pace of the drawdown will be left to the commanders and determined by events on the ground as well as politics in Washington. Commanders will be watching to ensure that they have enough troops there to maintain the gains they've made and to safeguard national elections in December. 

Although U.S. and Iraqi casualties have dropped sharply, and recent provincial elections were held without major incidents, it's not clear whether Iraq's rival factions and their militias have abandoned violence or are merely biding their time. Another factor that could disrupt Obama's timetable will be the speed with which Iraqi military and security forces gain the ability to maintain order without American help.

En route to Camp Lejeune, Obama called Iraqi Prime Minister Nouri al Maliki and then former President George W. Bush to tell each personally about his timetable.

The controversy centers on his decision to leave a force of between 35,000 and 50,000 U.S. troops to train, equip and advise Iraqi forces, help protect withdrawing forces and work on counterterrorism. They'd remain until Dec. 31, 2011, the date the Bush administration agreed to withdraw all troops under a pact with Iraq.

That timetable too, could depend on conditions in Iraq and on the need for additional U.S. troops in Afghanistan, where the Taliban has made significant gains, and where national elections also are scheduled.

Democratic leaders in Congress were less overtly hostile to the residual U.S. force than some of their members, but they, too, seemed to suggest that they'd press Obama in months ahead to leave a smaller force behind in Iraq than he announced.

"We must responsibly end the war in Iraq to make America more secure, and must keep in Iraq only those forces necessary for the security of our remaining troops and the Iraqi people," said Senate Majority Leader Harry Reid, D-Nev.

"I look forward to further discussing this plan with the president and working with him to ensure we are doing what is best for America's security interests and ensuring our military remains the strongest fighting force in history."

A day earlier, he told reporters that he didn't like the idea of keeping that many troops in Iraq. "That's a little higher number than I had anticipated," he said on Thursday.

House Speaker Nancy Pelosi, D-Calif., left open the door to getting more troops out of Iraq faster.

"As President Obama's Iraq policy is implemented, the remaining missions given to our remaining forces must be clearly defined and narrowly focused so that the number of troops needed to perform them is as small as possible," she said.

Other prominent Democrats were more welcoming of Obama's plan.

Financial Reform---Impact Defense---Doesn’t Solve 

Lobbying from the banking sector will gut reform 

CNC 6-21 – Capitol News Connection, June 21, 2010, “Financial Reform Bill Enters Home Stretch This Week,” online: http://www.capitolnewsconnection.org/node/14898
This week, the hand-selected conference committee resumes the effort to merge House and Senate versions of financial regulatory overhaul.  How much of an “overhaul” is it shaping up to be? Oklahoma Republican Congressman Frank Lucas doesn’t want the new rules to go too far and prevent manufacturers and agricultural interests from using financial tools to manage risk.

LUCAS: “My perspective personally is not so much that I am concerned about the big banks on the East and West coast but I have a lot of ag groups, energy groups and manufacturing entities that use those financial instruments as a way to provide some stability for the resources the sell so making them end user friendly is important to me.”

All the while, an army of lobbyists will continue its efforts to weaken the bill with loopholes, carve-outs and last-minute word changes.  Pennsylvania Democrat Paul Kanjorski says lobbyists aren’t influencing him to make decisions in their favor…

KANJORSKI: “I don’t think lobbying one way or another by individual parties is going to weaken it or strengthen it us probably going to cause a lot of parts of the industry to be affirmative to the bill which is very important.”

Still, government watchdog groups are skeptical that this bill will ultimately rain significant changes down upon the financial services industry. Bill Allison is with the Sunlight Foundation.

ALLISON: “I think it is hard to think that either party is going to be acting in the consumers interest when it comes to financial reform. You know it is very tough to be hard on people when they are handing you wads of cash and that’s what these industries do.”

The committee is trying to report out legislation before the July 4th recess.

The bill can’t rescue the economy

Market Watch 6-18 – Chuck Jaffe, writer for Market Watch, June 18, 2010, “Bank reform loopholes are roadmap to trouble,” online: http://www.marketwatch.com/story/bank-reform-loopholes-are-roadmap-to-trouble-2010-06-18
Expect a lot of attention to be paid to consumer issues, specifically around credit cards and debt collection. What recent credit-card reforms have shown, however, is that the credit industry is adept at finding new ways to maintain its revenues and profits. No reform in the credit-card world comes without some sort of payback on the part of the public.

In the end, expect the politicos to touch on a lot of major issues, and solve practically none of them. They'll be compromised steps in the right direction.
Consumers, of course, are expecting too much, hoping that financial reforms will somehow fix the economy. That's not happening here, but a small step forward would at least represent progress. That said, if the House and Senate leave the most critical and largest changes on the floor, it will be the American people who pay for that mistake in the end.

Financial reform won’t solve too-big-to-fail---can’t protect from systemic risk and makes economic collapse inevitable 

Johnson, Professor of Management at MIT, 6-15 – Simon Johnson, the Ronald A. Kurtz Professor of Entrepreneurship at the Sloan School of Management at MIT, former Chief Economist at the International Monetary Fund, member of the Congressional Budget Office's Panel of Economic Advisers, June 15, 2010, “Creating the Next Crisis,” online: http://www.project-syndicate.org/commentary/johnson9/English
Top US policymakers acknowledge that this structure of incentives is a problem – interestingly, many of their European counterparts are not yet willing even to discuss these issues openly. But the rhetoric from the White House and the Treasury Department is “we have ended TBTF” with financial reform legislation currently before Congress and likely to be signed by Obama within a month.

Unfortunately, this is simply not the case. On the critical dimension of excessive bank size and what it implies for systemic risk, there was a concerted effort by Senators Ted Kaufman and Sherrod Brown to impose a size cap on the largest banks – very much in accordance with the spirit of the original “Volcker Rule” proposed in January 2010 by Obama himself.

In an almost unbelievable volte face, for reasons that remain somewhat mysterious, Obama’s administration itself shot down this approach. “If enacted, Brown-Kaufman would have broken up the six biggest banks in America,” a senior Treasury official said. “If we’d been for it, it probably would have happened. But we weren’t, so it didn’t.”

Whether the world economy grows now at 4% or 5% matters, but it does not much affect our medium-term prospects. The US financial sector received an unconditional bailout – and is not now facing any kind of meaningful re-regulation. We are setting ourselves up, without question, for another boom based on excessive and reckless risk-taking at the heart of the world’s financial system. This can end only one way: badly.

Financial reform will be watered down in implementation 

WSJ 6-16 – Wall Street Journal, June 16, 2010, “Fed’s Plosser: Reform Legislation Passage Not End Of The Process,” online: http://blogs.wsj.com/economics/2010/06/16/feds-plosser-reform-legislation-passage-not-end-of-the-process/
A U.S. central bank official warned Wednesday that even as Congress nears the final whistle on efforts to reform the nation’s financial regulatory structure, the game won’t end.

 “This is certainly not the end of the process of regulatory reform,” Federal Reserve Bank of Philadelphia President Charles Plosser said. “Regulators will need to work out many details left open by the legislation” and “I don’t think that Congress’ approach is necessarily the final word on designing a resolution mechanism that will end the problem of firms that are too big to fail.”

Financial Reform---Impact Defense---AT: Global Regs 

No momentum for global regs even if U.S. reform passes 

Crook 6-20 – Clive Crook, columnist for The Financial Times, June 20, 2010, “Sleight of hand is not the best reform,” online: http://www.ft.com/cms/s/0/8a5330cc-7c95-11df-8b74-00144feabdc0.html
At a conference last week in New York, 15 distinguished finance and economics scholars presented their own recommendations for financial reform*. The Squam Lake Group, as the economists call themselves, represents a wide range of opinion but is in agreement about most of what should happen. Broadly, the emerging finance bill conforms to the same consensus. Ben Bernanke, chairman of the Federal Reserve, told the meeting: “It appears that final legislation that addresses in some way the great majority of the recommendations . . . could be enacted in the next few weeks.”

 “In some way”: that is the problem. The fine print will be of paramount importance, but in most cases critical details will be left to the discretion of regulators – or will be settled or shelved in various international forums. At best, the endeavour will stretch on for many months. Ahead of this week’s Group of 20 meeting in Toronto, Dominique Strauss-Kahn, head of the International Monetary Fund, is complaining that the commitment to global co-operation on financial regulation is fading, and has said that the task facing policymakers is still “huge”.

Global regs don’t solve---they’ll inevitably be a patchwork---that also makes U.S. reform worthless  

Crook 6-20 – Clive Crook, columnist for The Financial Times, June 20, 2010, “Sleight of hand is not the best reform,” online: http://www.ft.com/cms/s/0/8a5330cc-7c95-11df-8b74-00144feabdc0.html
Financial regulators supervise an industry where gigantic sums are at stake and workers are clever and mobile. If banks lobby regulators for competitive advantage and fail, they can move to milder jurisdictions.

The only remedy is international harmonisation, or at any rate close co-operation. But this looks problematic. Big differences in philosophy are evident. Much of Europe prefers a heavier-handed approach. Germany, for example, recently moved to ban naked short selling – the selling of securities you do not possess. In the end, if the US and Europe cannot act in concert, the work that Congress has done on financial reform may be for naught.

Financial Reform---Impact Defense---AT: Pakistan Lashout

Diversionary theory’s wrong for Obama---he won’t launch a war to divert attention from domestic problems

Faris 9 – David Faris, Ph.D. Candidate in Political Science at the University of Pennsylvania, December 30, 2009, “Escalator to Hell,” Philadelphia City Paper, online: http://citypaper.net/articles/2009/12/31/escalator-to-hell
Cynics might reach for the "diversionary theory of war," which argues leaders will rally their citizens around the flag with foreign adventures. On the surface, this seems plausible: With unemployment at 10 percent, adventurism abroad might sound like the solution. But Barack Obama, who studied international relations at Columbia University, surely is smart enough to realize that the leaders who launch or expand wars to distract the public have met with unpleasant ends. A bigger challenge for this theory is that not enough voters seem to care about Afghanistan to make it a distraction from anything. The war is not about aggrandizement or irredentism — the recovery of lost national territory — but rather about a war on terror whose ultimate goal remains maddeningly vague.

Obama’s response to economic crisis is to prioritize Pakistani stability---no way he’d attack 

The Guardian 9 – “Afghanistan is now Obama’s war,” December 3, 2009, online: http://pakobserver.net/200912/03/Articles05.asp
In the midst of the worst economic downturn since the Great Depression of the 1930s, some of Obama’s fellow Democrats have already proposed a war surtax, with the US troop level now set to reach 100,000 at a cost of one million dollars per soldier, per year. Including contractors and military personnel, this means the US presence will be larger than that of Soviet forces at the height of its occupation in the 1980s. Factoring in hoped-for pledges from allies, around 150,000 forces are set to operate in Afghanistan, approximately the same number as US troops in Iraq after the 2007 surge.

Eager to tame restive Democrats while also reassuring Republicans he is not the naïve peacenik they make him out to be, Obama made clear the “off-ramps” of US engagement in the years to come, with troop strength carefully calibrated to the Kabul government’s progress in battling rampant corruption and increasing the size and efficiency of Afghan security forces.

To close the gap between the president’s military orders – issued on Sunday – and the request for 40,000 additional boots on the ground from top US and Nato commander General Stanley McChrystal, the Obama administration is seeking another 5,000 to 10,000 troops from its allies. But with Britain, the second-largest contributor of military forces, only mustering a 500-troop increase so far, does not spell well for that goal. Six others have promised reinforcements, while Canada and the Netherlands have already announced they are pulling out. Hillary Clinton heads to Europe next in a bid to secure commitments from governments also struggling to sell the war to their deeply sceptical publics. The president is also facing dilemmas with a weak central government in nuclear-armed Pakistan, with Osama bin Laden believed to be hiding in its mountainous badlands along its border with Afghanistan after managing to evade the most powerful military in the world, and Afghan president Hamid Karzai seen as illegitimate by a large portion of his population. Iran, China and others also have entangled interests in the war-torn nation.

To the Pakistanis, Obama is vowing not to abandon them in a repeat of 1989, but the very talk of US exit strategies for Islamabad translates into growing influence from its arch-rival, India. While Pakistan’s own fight against militants is a key part of the plan, Washington keeps quiet about its involvement there because it is largely covert, mainly in the form of special forces operations and CIA-managed drone strikes targeting al-Qaida and Taliban insurgents, and out of fear of further destabilising an already fragile government. Last night Obama stressed that Pakistan’s stability was one of his main aims, with the need for a “strategy that works on both sides of the border” to eradicate the “cancer” of violent extremism.

Financial Reform---Impact Turn---Bad for the Economy 

Strong financial reform will include a bank tax---cripples the economy 

Holtz-Eakin 6-21 – Douglas Holtz-Eakin, former director of the Congressional Budget Office, President of the American Action Forum, June 21, 2010, “New Bank Taxes Under Financial Reform Will Raise Borrowing Costs, Hurt Growth,” Investor’s Business Daily, p. lexis 
The beleaguered American taxpayer deserves a break. The housing-led financial crisis begat trillions of dollars of red ink.

Now the financial regulation reform bill, which is supposed to fix the things that caused the crisis, promises -- you guessed it -- more red ink.

The Congressional Budget Office puts the price tag at $19 billion. But with Democrat conferees busy stuffing the bill full of items from their personal wish-lists, who knows how big and expensive the legislation might get?
It's not that raising revenue isn't on the radar screen. The administration continues to push its so-called Financial Crisis Responsibility Fee -- the "bank tax."

It stems from the benighted Troubled Asset Relief Program, which empowered the federal government to recoup the costs of the financial bailouts, if those costs are not returned by way of recovering asset values within five years.

Why A Bank Tax?

But there is no good policy reason to enact this bank tax -- and certainly not now. The law permits Congress to wait as late as 2013, and waiting makes sense.

A crippling bank tax will either come out of bank capital or be passed along as higher borrowing costs -- limiting the supply of loans, raise their costs, or both.
This is not what our struggling real economy needs. While modest growth in final sales is a hopeful sign, employers continue to demonstrate no appetite to hire.

It is widely agreed that such circumstances amount to the wrong time to raise taxes. It is even less desirable -- even self-defeating -- to impose a levy that would constrict the flow of credit to the business sector.
Strong regulations destroy the recovery 

Holtz-Eakin 6-21 – Douglas Holtz-Eakin, former director of the Congressional Budget Office, President of the American Action Forum, June 21, 2010, “New Bank Taxes Under Financial Reform Will Raise Borrowing Costs, Hurt Growth,” Investor’s Business Daily, p. lexis 
But the conferees are moving on a multitude of related fronts to achieve similar objectives -- higher capital requirements for all banks, heavy regulation of systemically important institutions, the legal authority and procedural framework to seize and wind down banks of any size, and "living wills" to expedite the resolution of failing large banks.

There is no need for the poorly targeted and punitive bank tax that will hit hard the financial services companies that are still struggling to get their feet back under them and have already repaid their loans.

Amazingly enough, the House-passed version of financial reform did contain something to protect the taxpayer, and it has been retained in the base text for the conference agreement.

Specifically, the FDIC was "authorized to conduct risk-based assessments on financial companies in such amount and manner and subject to terms and conditions that the Corporation determines . . . are necessary to pay any shortfall in the Troubled Asset Relief Program."

This approach is promising. If used correctly, it would permit the FDIC to cover the costs of the regulatory reform.

Further, as time passes and the scale of losses become clearer, these same charges could repay the costs of the TARP from the institutions where the taxpayer is most exposed: the known losses from Fannie Mae, Freddie Mac, AIG, GMAC, Chrysler and others.

These behemoths are the justifiable source for financing the reform bill they necessitated. And they certainly owe the American taxpayer repayment of the billions they were loaned.

The TARP is one of the most controversial policies in recent memory. Financial regulation reform is one of the most important initiatives the country faces.

The conferees have the opportunity to insulate the taxpayer from the costs of both, and to do so in an equitable manner that doesn't jeopardize the still-fragile economic recovery. They should do so.

Financial Reform---Impact Turn---AT: Warming Impact 

The warrant in their alternative energy impact is that the financial reform bill will undermine the growth of the financial and banking sector, which causes a shift to private investment in renewables---their card explicitly says financial reform jacks large banks.

That internal link’s wrong---decline in bank profitability pushes money to the sidelines---investors will stay in cash 

Market Watch 8 – “Investors fleeing market, their return uncertain,” October 21, 2008, online: http://www.marketwatch.com/story/investors-flee-to-stock-markets-sidelines-no-return-in-sight
"It's a scary time for a lot of people," said Terrance Odean, professor of banking and finance at the Haas School of Business at the University of California, Berkeley. "Many investors who get out now will stay out until they've seen the market recover -- which will be too late to get back in."

Predicting how investors will behave in the months ahead is hard, he said, because of the unique barrage of events that ushered in this year's crisis.

"There was a sharp drop for a couple of days in 1987, but this is very different," Odean said. "There are big bank failures, investment bank failures and the world's biggest insurer has just been bailed out by the government."

To make matters worse, the broader economy appears in the grip of a dramatic slowdown.

"It's not unreasonable for people to want lower exposure and risk in this environment," said Odean.

In search of for lower risk, investors have been choosing to stay in cash, or at least the closest thing to cash. Such was the pressure on short-term Treasurys in late September that their yields fell to 50-year lows.

Private investors are only selling---it’s only banks that are investing in anything

AP 10 – Associated Press, January 9, 2010, “U.S. investors sit on sidelines during market resurgence,” online: http://www.montereyherald.com/business/ci_14155855?nclick_check=1
Millions of other Americans are steering the same course. After being key players in bull runs of the past, small-time investors have not only stopped buying, they're selling. The question for the new year: If the man on the street doesn't jump back in, will stocks continue to defy gravity?
So far, the market's comeback is almost entirely because of buying by professional investors at hedge funds, pension funds, banks and other institutions.
"We've never seen this before — such a huge rally, and the little guy is out," says Vincent Deluard, a strategist for TrimTabs Investment Research, a Sausalito firm that tracks mutual fund flows to get a sense of what individual investors are doing.

Mutual funds are a good proxy for such investors because more than three-quarters of fund assets are held by individuals, both directly and through retirement plans. 

Small investors yanked a net $14 billion from stock mutual funds from the beginning of last year through mid-December. That's on top of a net $245 billion withdrawn in 2008, according to TrimTabs.

Large financial institutions are vital to solving warming---no alternative

Cogan 8 – Doug Cogan, RiskMetric’s Climate Change Research Team, 20 years of experience in studying investment responses to climate change, January 2008, “Corporate Governance and Climate Change: The Banking Sector,” online: http://www0.un.org/ga/president/62/ThematicDebates/gpicc/cgccbs.pdf
Banks are the backbone of the global economy, providing capital for innovation, infrastructure, job creation and overall prosperity. Banks also play an integral role in society, affecting not only spending by individual consumers, but also the growth of entire industries.

As the impacts of global warming from the heat-trapping gases released by power plants, vehicles and other sources take root in everyday life, banks have never been more important to chart the future. The companies that banks decide to finance will be a linchpin in slowing Earth’s warming and moving the world economy away from fossil fuels and into cleaner technologies.

There is now overwhelming scientific evidence that worldwide temperatures are rising, glaciers are melting, and drought and wildfires are becoming more severe. Scientists believe most of the warming in the last 50 years is human-induced. This confluence of evidence has galvanized public attention and governments worldwide to take action to avert a possible climate catastrophe.

With nearly $6 trillion in market capitalization, the global financial sector will play a vital role in supporting timely, cost-effective solutions to reduce U.S. and global greenhouse gas emissions. As risk management experts, it is essential that banks begin now to consider the financial risk implications of continued investment in carbon-intensive energy technologies.

Financial Reform---Impact Turn---Warming 

Financial reform devastates large banks 

GM 1-22 – Globe and Mail, January 22, 2010, “Obama's bank plan ripples through markets,” online: http://www.theglobeandmail.com/report-on-business/how-obamas-plan-could-cost-banks-and-affect-recovery/article1440140/
There is much to still learn about Barack Obama's campaign to tame Wall Street, but the president's sweeping proposals continue to ripple through financial markets this morning, knocking the dollar and global bank stocks. Most importantly, a cloud of uncertainty is hanging over the U.S. financial sector after Mr. Obama's broad outline, but sketchy details, yesterday to limit the size and scopes of the major U.S. banks. Among the key points was a proposal that, if passed by Congress, would force financial institutions to choose between commercial banking and proprietary trading, or trading done for its own profit. But questions remain related to just how that would be done. 

"Given the lack of clarity over whether those proposals will be implemented and, if so, in what form and over what time-frame, we see risks that uncertainty will hang over the market structure stocks," analysts at Bank of America Merrill Lynch wrote. "What is clear to us is that there will be more noise on this front between now and November as U.S. politicians lobby for popular support ahead of midterm elections."

Analysts at JPMorgan Chase & Co., one of the big banks that would be affected by the proposed rules, said restricting proprietary trading would cost Goldman Sachs Group Inc., Morgan Stanley, Credit Suisse Group AG, UBS AG and Deutsche Bank AG about $13-billion (U.S.) in revenue next year, according to Bloomberg News. Of those five, said the analysts, Goldman would be hit hardest, to the tune of a $4.76-billion fall in profit in 2011.

Large financial institutions are vital to solving warming---no alternative

Cogan 8 – Doug Cogan, RiskMetric’s Climate Change Research Team, 20 years of experience in studying investment responses to climate change, January 2008, “Corporate Governance and Climate Change: The Banking Sector,” online: http://www0.un.org/ga/president/62/ThematicDebates/gpicc/cgccbs.pdf
Banks are the backbone of the global economy, providing capital for innovation, infrastructure, job creation and overall prosperity. Banks also play an integral role in society, affecting not only spending by individual consumers, but also the growth of entire industries.

As the impacts of global warming from the heat-trapping gases released by power plants, vehicles and other sources take root in everyday life, banks have never been more important to chart the future. The companies that banks decide to finance will be a linchpin in slowing Earth’s warming and moving the world economy away from fossil fuels and into cleaner technologies.

There is now overwhelming scientific evidence that worldwide temperatures are rising, glaciers are melting, and drought and wildfires are becoming more severe. Scientists believe most of the warming in the last 50 years is human-induced. This confluence of evidence has galvanized public attention and governments worldwide to take action to avert a possible climate catastrophe.

With nearly $6 trillion in market capitalization, the global financial sector will play a vital role in supporting timely, cost-effective solutions to reduce U.S. and global greenhouse gas emissions. As risk management experts, it is essential that banks begin now to consider the financial risk implications of continued investment in carbon-intensive energy technologies.

Economy---Impact Defense---Doesn’t Cause War 

Financial crisis proves economic decline doesn’t lead to war---their impact authors are a cottage industry of hacks with no empirics 

Barnett 9 – Thomas M Barnett, senior managing director of Enterra Solutions LLC, 8-24, 2009, “The New Rules: Security Remains Stable Amid Financial Crisis,” World Politics Review
When the global financial crisis struck roughly a year ago, the blogosphere was ablaze with all sorts of scary predictions of, and commentary regarding, ensuing conflict and wars -- a rerun of the Great Depression leading to world war, as it were. Now, as global economic news brightens and recovery -- surprisingly led by China and emerging markets -- is the talk of the day, it's interesting to look back over the past year and realize how globalization's first truly worldwide recession has had virtually no impact whatsoever on the international security landscape.
None of the more than three-dozen ongoing conflicts listed by GlobalSecurity.org can be clearly attributed to the global recession. Indeed, the last new entry (civil conflict between Hamas and Fatah in the Palestine) predates the economic crisis by a year, and three quarters of the chronic struggles began in the last century. Ditto for the 15 low-intensity conflicts listed by Wikipedia (where the latest entry is the Mexican "drug war" begun in 2006). Certainly, the Russia-Georgia conflict last August was specifically timed, but by most accounts the opening ceremony of the Beijing Olympics was the most important external trigger (followed by the U.S. presidential campaign) for that sudden spike in an almost two-decade long struggle between Georgia and its two breakaway regions.

Looking over the various databases, then, we see a most familiar picture: the usual mix of civil conflicts, insurgencies, and liberation-themed terrorist movements. Besides the recent Russia-Georgia dust-up, the only two potential state-on-state wars (North v. South Korea, Israel v. Iran) are both tied to one side acquiring a nuclear weapon capacity -- a process wholly unrelated to global economic trends. 

And with the United States effectively tied down by its two ongoing major interventions (Iraq and Afghanistan-bleeding-into-Pakistan), our involvement elsewhere around the planet has been quite modest, both leading up to and following the onset of the economic crisis: e.g., the usual counter-drug efforts in Latin America, the usual military exercises with allies across Asia, mixing it up with pirates off Somalia's coast). Everywhere else we find serious instability we pretty much let it burn, occasionally pressing the Chinese -- unsuccessfully -- to do something. Our new Africa Command, for example, hasn't led us to anything beyond advising and training local forces.

So, to sum up: 

    * No significant uptick in mass violence or unrest (remember the smattering of urban riots last year in places like Greece, Moldova and Latvia?);

    * The usual frequency maintained in civil conflicts (in all the usual places);

    * Not a single state-on-state war directly caused (and no great-power-on-great-power crises even triggered);

    * No great improvement or disruption in great-power cooperation regarding the emergence of new nuclear powers (despite all that diplomacy);

    * A modest scaling back of international policing efforts by the system's acknowledged Leviathan power (inevitable given the strain); and

    * No serious efforts by any rising great power to challenge that Leviathan or supplant its role. (The worst things we can cite are Moscow's occasional deployments of strategic assets to the Western hemisphere and its weak efforts to outbid the United States on basing rights in Kyrgyzstan; but the best include China and India stepping up their aid and investments in Afghanistan and Iraq.) 

Sure, we've finally seen global defense spending surpass the previous world record set in the late 1980s, but even that's likely to wane given the stress on public budgets created by all this unprecedented "stimulus" spending. If anything, the friendly cooperation on such stimulus packaging was the most notable great-power dynamic caused by the crisis.

Gaza Aid---1NC 

Obama will establish a large aid package for Gaza and begin diplomatic outreach to loosen the blockade  

The Guardian 6-9 – “Barack Obama announces $400m aid package to Gaza and West Bank,” June 9, 2010, online: http://www.guardian.co.uk/world/2010/jun/09/barack-obama-gaza-israel-aid
President Barack Obama said today the US would send $400m of aid to the Palestinian territories following 10 days of international focus on Gaza, which Israel has blockaded for more than three years.

The announcement came as Obama met the Palestinian president, Mahmoud Abbas, in Washington to discuss the progress of proximity talks between Israel and the Palestinians, as well as the dire situation in Gaza. Most US aid currently goes to the West Bank. The international community has largely focused on building up Abbas's authority over recent years, and Gaza, whose de facto Hamas government is not recognised by the US or the UK, has been marginalised.

But since Israel launched its disastrous assault on a flotilla of ships attempting to carry aid to Gaza, the humanitarian crisis in the tiny enclave has seized attention.

Obama described the situation in Gaza as "unsustainable", saying a better approach was needed and calling for a "new conceptual framework" for Israel's blockade. A White House statement said the new funds "represent a down payment on the United States' commitment to Palestinians in Gaza, who deserve a better life and expanded opportunities, and the chance to take part in building a viable, independent state of Palestine, together with those who live in the West Bank".

The money will go towards infrastructure projects in both Gaza and the West Bank, including $10m for the construction of new UN schools. It did not explain how the schools will be built while Israel maintains its embargo on construction materials entering Gaza, claiming they could be diverted to make weapons and build underground bunkers.

Earlier this week the UK government promised an extra £19m in aid. Israel today announced extra items it would allow into Gaza, including crisps, canned fruit, packaged hummus and shaving foam.

"They will send the first course. We are waiting for the main course," the Palestinian economy minister, Hassan Abu Libdeh, was quoted in the Israeli media as saying. "We are waiting for this unjust siege to end."

[Insert ‘plan drains PC’]

Obama’s political capital is vital to prevent Congress from blocking his assistance and diplomacy to Gaza---failure undermines all U.S. Middle East diplomacy, including on Iran’s nuclear program  

Gvosdev 6-4 - Nikolas K. Gvosdev, former editor of the National Interest, faculty of the U.S. Naval War College, June 4, 2010, “The Realist Prism: Gaza, NPT Could Run Out Obama's Mideast Clock,” World Politics Review, online: http://www.worldpoliticsreview.com/articles/5702/the-realist-prism-gaza-npt-could-run-out-obamas-mideast-clock
It's now likely that the administration will engage in a furious effort of shuttle diplomacy over the next few weeks  -- especially between Turkey, Israel, the Palestinian Authority, Egypt and Saudi Arabia -- to try and jury-rig a series of compromises. Expect to see an announcement of a plan to modify the blockade on Gaza, with a vast increase in the number of goods permitted into the territory -- including construction and building supplies -- as well as the opening of new land supply routes and agreements on facilitating exports from the territory. In return, Israel will maintain its maritime blockade as well as continued rigorous inspections to prevent weapons from flowing to the strip.

Also look for a renewed U.S. commitment to aiding the development of the institutions that would buttress a future Palestinian state, and continued U.S. pressure on Israel to halt settlement activity in Jerusalem, to demonstrate the administration's desire to keep the peace process alive. We might also see the resignation or retirement of special envoy George Mitchell and the presentation of a new candidate who is "fresh for the job," in order to signal Obama's determination to keep his Middle East policies from complete implosion.

 (That raises the possibility, admittedly speculative, that Dennis Ross could be tapped as the overall "Middle East czar", combining both the Israel-Palestine and Iran portfolios and using his current position within the National Security Council to emerge as the grand strategist for the administration's regional policies.)

It will take all the administration's diplomatic capabilities, as well as the expenditure of a good deal of what's left of Obama's political capital on Capitol Hill , to prevent Congress from undermining his efforts by passing strongly pro-Israel legislation that constrains his freedom of diplomatic maneuver. This is the moment that the president has always dreaded: a deadlock in the Middle East that threatens to undo all that he has attempted to accomplish in the past year -- including a peaceful resolution to the Iran nuclear crisis. Throughout that period, he has attempted to buy more time for maneuver. But now, he may not be able to avoid watching the clock run out.

Unchecked Iranian nuclearization causes instant annihilation
Krauthammer 6 (Charles Krauthammer, Pulitzer Prize winning columnist, 9/15/06, “The Tehran Calculus,” Washington Post, A19, http://www.washingtonpost.com/wp-dyn/content/article/2006/09/14/AR2006091401413.html)
These are the costs. There is no denying them. However, equally undeniable is the cost of doing nothing.
In the region, Persian Iran will immediately become the hegemonic power in the Arab Middle East. Today it is deterred from overt aggression against its neighbors by the threat of conventional retaliation. Against a nuclear Iran, such deterrence becomes far less credible. As its weak, nonnuclear Persian Gulf neighbors accommodate to it, jihadist Iran will gain control of the most strategic region on the globe.
Then there is the larger danger of permitting nuclear weapons to be acquired by religious fanatics seized with an eschatological belief in the imminent apocalypse and in their own divine duty to hasten the End of Days. The mullahs are infinitely more likely to use these weapons than anyone in the history of the nuclear age. Every city in the civilized world will live under the specter of instant annihilation delivered either by missile or by terrorist. This from a country that has an official Death to America Day and has declared since Ayatollah Khomeini's ascension that Israel must be wiped off the map.

Gaza Aid---Uniqueness---Yes Aid/Diplomacy 

Obama’s offering aid to Gaza and diplomatically focused on restoring the peace process 

Reuters 6-9 – “Obama to offer Gaza aid to Abbas in flotilla aftermath,” June 9, 2010, online: http://www.ynetnews.com/articles/0,7340,L-3902463,00.html
President Barack Obama on Wednesday is expected to offer Palestinian President Mahmoud Abbas fresh US aid for Gaza as Washington seeks to contain the fallout over Israel's raid on a Gaza-bound flotilla.

Hosting Abbas at the White House, Obama will also try to ensure that heightened Middle East tensions over last week's deadly Israeli commando operation do not derail sputtering US-led peace efforts between Israel and the Palestinians.

He will face a difficult balancing act.

Obama is likely to assure Abbas he will press Israel to loosen its Gaza blockade and allow in more humanitarian supplies, but at the same time the US leader wants to avoid further strains between Washington and the Jewish state.

Abbas' visit comes amid an international backlash against close US ally Israel after its forces boarded a Turkish aid ship bound for the Hamas-controlled Gaza Strip on May 31 and nine pro-Palestinian activists were killed.

The Obama administration has deemed "unsustainable" the three-year-old blockade, which Israel says is needed to stop weapons smuggling and Palestinians call collective punishment.

Expectations for a major breakthrough are low when the two leaders meet. But having pledged to help ease Gaza's plight, Obama will not send Abbas home empty-handed.

"The president and President Abbas will discuss steps to improve life for the people of Gaza, including US support for specific projects to promote economic development and greater quality of life," a senior Obama administration official said.

Obama's pledge will include a "long-term strategy for progress that we will advance through consultations with the Palestinians, Israelis, Egyptians and other partners."

Gaza Aid---Internal Link---Political Capital 

Political capital’s key to overcome lobbies that prevent any change in Middle East policy 

Gerges 6-19 - Fawaz A. Gerges, professor of Middle Eastern Politics and International Relations at the London School of Economics, London University, June 19, 2010, “How Obama lost Muslim hearts and minds,” Arab News, online: http://arabnews.com/opinion/article69017.ece 
If Obama really wishes to repair the damage wrought by his predecessor and to build a new relationship based on mutual interests and respect, he must have the will and vision to chart a new course of action and invest some of his precious little political capital in resolving festering regional conflicts, particularly the establishment of a viable, independent Palestinian state, and making structural investment in institution building and in civil society.

To do so, Obama's foreign policy team must answer several critical questions. Is Obama willing to take stock of and review American foreign policy toward the greater Middle East, particularly relations between the United States and its regional authoritarian clients? Is he willing structurally to reconsider the traditional US approach which views the region through the prisms of oil, Israel, and terrorism? Is he willing to listen to the fears and aspirations of young Muslims and to take risks to help bring about real change in their societies? Is he willing to invest precious political capital in freeing the presidency from the claws of the lobbyists and special interest groups who have a stranglehold over the country's Middle East policy? 

Congress is considering legislation that calls for continuing the blockade---Obama’s pressure’s key to head it off 

Zogby 6-17 – James Zogby, President of the Arab-American Institute, June 17, 2010, “Changing direction on Gaza,” Al-Ahram Weekly, online: http://weekly.ahram.org.eg/2010/1003/op5.htm
The president outlined his new approach at a White House press briefing following a meeting with Palestinian Authority (PA) President Mahmoud Abbas. After reiterating his post-flotilla view that the Israeli blockade of Gaza was "unsustainable", Obama called for a new international mechanism involving Israel and including "Egypt, the Palestinian Authority and the international community" that would focus on excluding arms while allowing in not only humanitarian supplies, but also "goods and services [needed for] economic development, and the ability of people to start their own businesses and to grow the economy and provide opportunity within Gaza".

To make clear the American commitment, Obama announced an aid package that included monies specifically earmarked for "housing, school construction and business development" in Gaza and the West Bank. Finally, Obama reiterated his support for a "credible, transparent investigation that [meets] international standards" and will "get all the facts out" regarding the tragic events that resulted in the deaths of nine passengers on the Mavi Marmara.

The US president's efforts will face significant challenges. The Israelis, for example, have demonstrated little interest in an investigation that they cannot fully control. They have countered with their own inquiries, limited in scope, while suggesting that they may allow "observers" to witness their process. This, of course, falls far short of both the United Nations requirements and Obama's proposal. At the same time, the Israeli Defence Forces (IDF), by seizing all of the materials on the captured ships and the personal property of the passengers (phones, cameras, laptop computers and other effects), have tainted the "evidence" making any independent inquiry all the more difficult. Additionally, the Israelis have made clear their disinterest in an objective review in a series of postings on the IDF website that allege, without evidence or documentation, the "terrorist affiliations" of passengers by name.

The Israelis have also shown no inclination that they would accept a "managed arms blockade" that they do not fully control, countering instead with a limited relaxation of their oppressive siege regime, allowing some confections and other Israeli-supplied commercial goods to enter Gaza.

Another obstacle in Obama's way is the continued fissure plaguing the Palestinian polity. In announcing his aid plan for Gaza, President Obama indicated that he was supporting Abbas and saw the PA as a partner in administering the aid directed to both the West Bank and Gaza. But the PA has scant sway in Gaza and absent any move towards Palestinian reconciliation it will continue to have little or no ability to function in that area. On the critical issue of much needed Palestinian unity, President Obama has been silent.

Finally, Obama faces domestic challenges to his efforts to take policy in a new direction. While US public opinion is supportive of the key elements of his plan, Congress is not. A Zogby International survey conducted after the White House press event found support for the president's goals. When asked to evaluate Obama's main statement ("What's important right now is that we break out of the current impasse, use this tragedy as an opportunity, so that we figure out how can we meet Israel's security concerns but at the same time start opening up opportunity for Palestinians, work with all parties concerned -- the Palestinian Authority, the Israelis, the Egyptians and others; and I think Turkey can have a positive voice in this whole process once we've worked through this tragedy. And bring everybody together to figure out how can we get a two-state solution where the Palestinians and Israelis can live side-by-side in peace and security") some 53 per cent were favourable -- including 79 per cent of Democrats -- with only 39 per cent unfavourable.

And when asked for their reaction to Obama's statement on any investigation ("The United States, with the other members of the UN Security Council said very clearly that we condemned all the acts that led up to this violence. It was a tragic situation. You've got loss of life that was unnecessary. So we are calling for an effective investigation of everything that happened") some 49 per cent agreed with the president -- including 88 per cent of Democrats -- while 38 per cent disagreed.

But Congress is of another mind. While a few members have joined the president in condemning the killings and calling for an independent and thorough investigation, many more, including leading Democrats and virtually the entire Republican contingent, have been quick to accept Israeli- supplied talking points, making statements and proposing legislation that not only supports Israel's version of the events, but calls for a continuation of the blockade.

Gaza Aid---Impact---Terrorism/Afghanistan/Pakistan

Concrete outreach to the Muslim Middle East is key to the war on terror, stabilizing Afghanistan and Pakistan, and broader counterinsurgency efforts 

Gerges 6-19 - Fawaz A. Gerges, professor of Middle Eastern Politics and International Relations at the London School of Economics, London University, June 19, 2010, “How Obama lost Muslim hearts and minds,” Arab News, online: http://arabnews.com/opinion/article69017.ece 
Although it is not too late for Obama to close the gap between rhetoric and action, he has, sadly, not taken bold steps to achieve a breakthrough in America's relations with the Muslim world. His foreign policy is more status quo and damage control than transformational. Like their American counterparts, however, Muslims desperately long for real change that they believe in. 

Unless Obama takes risks in the Middle East, he might end up leaving a legacy of broken promises and shattered expectations in the region. If these are not addressed effectively, Obama runs the risk of rupturing America's relationship with the Muslim Middle East further.

A significant part of the Arab and Muslim response to last year's Cairo speech revealed a sense of optimism, of real change, tempered with instinctual skepticism. There also was a widespread feeling among many Arabs and Muslims that a man with the name Barack Hussein Obama ("Blessed Hussein is with us") would understand their universe better than his predecessors, would treat them as partners instead of subordinates, and would rectify previous mistakes and misuses of American power. 

Obama raised expectations that concrete action would follow. Even movements of defiance and resistance, such as Hezbollah, Hamas and the Muslim Brotherhood, conceded that what Obama had said represented a breath of fresh air in US foreign policy. But people across the political spectrum stressed that they would assess the policies and actions of the American president, not only his words.

A year later, there is an increasing belief among Arabs and Muslims that Obama has failed to live up to his sweet words. The terminology of the "War on Terror" is no longer in use, but Guantanamo Bay is still open, and Obama has escalated the war in Afghanistan, Pakistan, Somalia, Yemen, and elsewhere. His Palestinian-Israeli peace drive has reached a deadlock, and Obama lost the first round against Israeli Prime Minister Benjamin Netanyahu. His promise to free the Palestinians from Israeli military occupation and to help bring about an independent Palestinian state is unlikely to materialize in his first term in the White House.

The US, unlike many of its long-term European allies, particularly Britain and Germany, offered a weak response to Israel's deadly attack on the Turkish-led Freedom Flotilla which resulted in the killing of nine human rights activists. While the international community expressed legitimate moral outrage at Israel's deadly raid and called for the lifting of the punishing blockade of the Gaza Strip and for a multinational investigation, the US government has attempted to rationalize Israel's indefensible actions, thus undermining Obama's outreach to Muslims in his landmark speech in Cairo a year ago. At stake is not only Obama's credibility, but also US and Western national security.

The new president has also put the brakes on democracy promotion, and, instead, has embraced America's traditional Middle Eastern and Muslim allies — Saudi Arabia, Egypt, Jordan, Pakistan, and Israel — without any regard to their domestic politics and conduct toward their citizens.

Obama's inability to match rhetoric and action has deeply disappointed Arabs and Muslims who had hoped that the young president would transform America's relations with the region, or, at least, would open a new chapter. An increasing number of Arabs and Muslims say that Obama talks the talk, but does not walk the walk, and that his policies are an extension of those of his neo-conservative predecessor, implying that Obama and his policies are a kind of sweetened poison. For them, Obama's rhetoric rings hollow, and is just empty talk. Public opinion polls and surveys do not fully reflect the depth and intensity of disillusionment with Obama. A view that has become entrenched among Muslims is that the US is not genuine about engagement and pays lip service to their hopes, fears, and aspirations.

Obama likely misjudged the complexity of the region and the exuberant political costs associated with a transformational strategy. His promises of genuine engagement and of building a new relationship with Islam's 1.3 billion adherents are no longer taken seriously, a fact that undermines the credibility and efficacy of his foreign policy in the greater Middle East, including undermining his wars against Al-Qaeda, the Taleban in Afghanistan and Pakistan, and his efforts of counterinsurgency in general. Middle Easterners will not buy rhetoric emanating from the White House unless it is accompanied by a concrete shift in US policies toward the region. Obama's outreach to Muslims is at risk because of widely-held perceptions that he either does not mean what he says or cannot deliver on his tall promises.

Gaza Aid---AT: Hamas Diversion 

No Hamas diversion 

Reuters 6-9 – “Obama to offer Gaza aid to Abbas in flotilla aftermath,” June 9, 2010, online: http://www.ynetnews.com/articles/0,7340,L-3902463,00.html
There were no immediate details on the amount and type of US aid to be offered for the impoverished coastal enclave, which since 2007 has been run by Hamas Islamists who seized control from Abbas's Fatah-dominated Palestinian Authority.

But any fresh infusion of funds would come with strings attached to keep it out of the hands of Hamas, which is on the US list of terrorist organizations.

In recent years, US aid to the Palestinians has been sent mostly to the West Bank, where Abbas governs, or funneled to Gaza through international agencies. Washington pledged $900 million for the Palestinians at a donors conference in 2009.
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