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Economy in growth period but still has weaknesses

Censky, 12

 (Annalyn, Writer for CNNmoney, 1-27-12, “US Economy Growing Faster but still struggling”, CNNmoney, http://money.cnn.com/2012/01/27/news/economy/gdp_growth/index.htm, accessed 7-2-12, BLE) 

The United States economy picked up speed at the end of 2011 as businesses substantially built up their inventories and consumers increased their spending. Gross domestic product, the broadest measure of the nation's economic health, grew at a 2.8% annual rate in the last three months of the year, the Commerce Department said. While that's a major improvement from 1.8% in the prior quarter, and the fastest since the second quarter of 2010, it still fell short of economists' expectations of 3.2% and sent stock futures falling. While the number appeared to come in strong, there were still signs of overall weakness, and economists remain cautious about the outlook for the economy. One reason is that the bulk of the growth came from just one area: businesses building up their stock of goods. Private businesses increased inventories $56 billion in the fourth quarter, following a decrease of $2 billion in the third quarter. An increase on that front can be seen as a double-edged sword. On one hand, it can be a sign of confidence in the economy. When firms predict greater purchases in the future, they build up their inventories. 
Transportation infrastructure investment destroys the economy in the short-term.

Wachs, UC Berkeley Civil and Environmental Engineering professor emeritus, ’11

[Martin, Professor Emeritus of Civil and Environmental Engineering and City and Regional Planning at the University of California, Berkeley, former Director of the Institute of Transportation Studies and of the University of California Transportation Center. He is also former Chair of the Department of Urban Planning at UCLA Senior Research Associate at the RAND Corporation, Spring 2011, Access, “Transportation, Jobs, and Economic Growth, volume: 38, http://www.uctc.net/access/38/access38_transportation_growth.pdf, pg. 12, accessed 7/5/12, JTF]

Transportation policy can have significant and lasting impacts on overall economic growth by promoting improved productivity, which in turn creates higher-paying jobs across the entire economy. But, in the short term, construction jobs and expenditures on steel and concrete are actually economic costs rather than benefits unless they contribute to long-term economic productivity. Proposals to invest money in surface transportation for the primary purpose of job creation present the nation with the serious risk that we will quickly build projects that will not necessarily grow the economy. There is no reason to believe that spending money on transportation projects creates more jobs in the short run than would spending money in other important economic sectors, like education and health care. We must also judge the social value of those projects in terms of their longer-term impacts on economic efficiency. If we rush to spend money in the hope that we can literally dig our way out of recession, well-intended spending on transportation for the purposes of job creation could fund investments that, in many cases, cost the economy far more in the longer term than they help it in the short term.
That tanks overall economic recovery 
Samuelson 7-8 (Robert, contributing editor of Newsweek and the Washington Post, “1960s deficit spending led to today`s grief”, Denver Post, http://business-news.thestreet.com/denver-post/story/1960s-deficit-spending-led-todays-grief/1) GSK
Until the 1960s, Americans generally believed in low inflation and balanced budgets. President John Kennedy shared the consensus but was persuaded to change his mind. His economic advisers argued that, through deficit spending and modest increases in inflation, government could raise economic growth, lower unemployment and smooth business cycles. None of this proved true; all of it led to grief. Chapter 1 involved inflation. Increases weren't modest; by 1980, they approached 14 percent annually. Business cycles weren't smoothed; from 1969 to 1981, there were four recessions. Unemployment, on average, didn't fall; the peak monthly rate was 10.8 percent.
Economic decline causes protectionism and war 

Royal 10 (Jedediah Royal, Director of Cooperative Threat Reduction at the U.S. Department of Defense, 2010, “Economic Integration, Economic Signaling and the Problem of Economic Crises,” in Economics of War and Peace: Economic, Legal and Political Perspectives, ed. Goldsmith and Brauer, p. 213-215)

Less intuitive is how periods of economic decline may increase the likelihood of external conflict. Political science literature has contributed a moderate degree of attention to the impact of economic decline and the security and defense behavior of interdependent states. Research in this vein has been considered at systemic, dyadic and national levels. Several notable contributions follow. First, on the systemic level, Pollins (2008) advances Modelski and Thompson’s (1996) work on leadership cycle theory, finding that rhythms in the global economy are associated with the rise and fall of a pre-eminent power and the often bloody transition from one pre-eminent leader to the next. As such, exogenous shocks such as economic crisis could usher in a redistribution of relative power (see also Gilpin, 1981) that leads to uncertainty about power balances, increasing the risk of miscalculation (Fearon, 1995). Alternatively, even a relatively certain redistribution of power could lead to a permissive environment for conflict as a rising power may seek to challenge a declining power (Werner, 1999). Seperately, Pollins (1996) also shows that global economic cycles combined with parallel leadership cycles impact the likelihood of conflict among major, medium and small powers, although he suggests that the causes and connections between global economic conditions and security conditions remain unknown. Second, on a dyadic level, Copeland’s (1996, 2000) theory of trade expectations suggests that ‘future expectation of trade’ is a significant variable in understanding economic conditions and security behavious of states. He argues that interdependent states are likely to gain pacific benefits from trade so long as they have an optimistic view of future trade relations, However, if the expectations of future trade decline, particularly for difficult to replace items such as energy resources, the likelihood for conflict increases, as states will be inclined to use force to gain access to those resources. Crisis could potentially be the trigger for decreased trade expectations either on its own or because it triggers protectionist moves by interdependent states. Third, others have considered the link between economic decline and external armed conflict at a national level. Blomberg and Hess (2002) find a strong correlation between internal conflict and external conflict, particularly during periods of economic downturn. They write, The linkages between internal and external conflict and prosperity are strong and mutually reinforcing. Economic conflict tends to spawn internal conflict, which in turn returns the favor. Moreover, the presence of a recession tends to amplify the extent to which international and external conflict self-reinforce each other. (Blomberg & Hess, 2002. P. 89) Economic decline has been linked with an increase in the likelihood of terrorism (Blomberg, Hess, & Weerapana, 2004), which has the capacity to spill across borders and lead to external tensions. Furthermore, crises generally reduce the popularity of a sitting government. ‘Diversionary theory’ suggests that, when facing unpopularity arising from economic decline, sitting governments have increase incentives to fabricate external military conflicts to create a ‘rally around the flag’ effect. Wang (1996), DeRouen (1995), and Blomberg, Hess, and Thacker (2006) find supporting evidence showing that economic decline and use of force are at least indirectly correlated. Gelpi (1997), Miller (1999), and Kisangani and Pickering (2009) suggest that the tendency towards diversionary tactics are greater for democratic states than autocratic states, due to the fact that democratic leaders are generally more susceptible to being removed from office due to lack of domestic support. DeRouen (2000) has provided evidence showing that periods of weak economic performance in the United States, and thus weak Presidential popularity, are statistically linked to an increase in the use of force. In summary, recent economic scholarship positively correlated economic integration with an increase in the frequency of economic crises, whereas political science scholarship links economic decline with external conflict at systemic, dyadic and national levels. This implied connection between integration, crisis and armed conflict has not featured prominently in the economic-security debate and deserves more attention.
***UQ***

UQ – Econ Up – General 
Economy recovering but still fragile

Richardson, 6/12

(Peter, CBS news writer, 6-10-12, US Economy and Stock Market, CBS News, http://markets.cbsnews.com/cbsnews/news/read/21536791/us_economy_&_stock_market, accessed 7-2-12, BLE)

The US economy continues to recover, but remains fragile. I am concerned about three factors. 1. When seen in the aggregate, or collectively, US business continues to behave stupidly. Yes, corporate profits have recovered dramatically, with earnings moving into new high ground. But, managements are not rewarding most employees for a substantial improvement in productivity. Handing out wage increases of 1-2% adds to profit margins, but with inflation topping 2%, the real wage remains negative, forcing most householders to dip into savings to boost consumption. Retail sales have improved very nicely, but should consumers take a few months off to boost the now low savings cushion, the economy will become vulnerable in a hurry. It is my belief that corporate greed re: profit margins is a major reason why the market’s p/e ratio is well below normal for a low inflation environment with rising net per share. 2. The media has spotted a trend among US manufacturers to bring more production home and is also smitten with the new growth of US hydrocarbons production . All well and good. 
US recovery on track but still far from complete

Rushe, 6/12

(Dominic, OECD writer, 6-26-12, OECD: US economy is improving but recovery is far from complete, Guardian.co, http://www.guardian.co.uk/business/2012/jun/26/oecd-us-economy-recovery?newsfeed=true, accessed 7-2-12, BLE)

The US recovery remains on track but "fissures" have begun to appear in the world's largest economy as it struggles with record long-term unemployment and income inequality, according to a report by the Organization for Economic Co-operation and Development. The international economist group is more bullish on the economy than Federal Reserve chairman Ben Bernanke, who recently downgraded his forecasts for the US economy. And the report may prove useful ammunition for the Obama administration as the economy emerges as the key battleground of the 2012 election. The OECD offered support to president Barack Obama's plans to cut tax breaks for America's wealthiest, a plan known as the 'Buffett rule' after its championing by billionaire investor Warren Buffett. Growth in the US will remain moderate this year but the OECD report concludes that America's economic recovery has "gained momentum". Consumer and business spending have risen and unemployment, though still high at 8.2%, has fallen nearly two percentage points from its peak in 2009. "Even with these substantial improvements, however, the recovery is far from complete," the OECD warns. The US housing market has picked up but the large overhang of unsold homes and "the ongoing tide of foreclosures will continue to put downward pressure on house prices," according to the report.
US economy growing now
Norris, 12

(Floyd, New York Times Analyst, 6-15-12, “A Slow Recovery in the United States, but It’s All Relative”, New York Times, http://www.nytimes.com/2012/06/16/business/economy/a-slow-recovery-but-its-all-relative.html, accessed 7-2-12 BLE)

The slow pace of the American economic recovery seems likely to be a major issue in this year’s presidential election. But by the standards of other developed countries, the United States has done rather well since the credit crisis blossomed in 2008 and sent the world into recession. The American economy, adjusted for inflation, was 1.2 percent larger in the first quarter of this year than it was in the peak quarter before the recession. As the accompanying charts show, only Canada among the Group of 7 industrialized economies has done better. It has benefited from being an exporter of natural resources that China needs, but it also escaped the worst of the downturn because its banks, better regulated than those in this country, did not finance a real estate bubble during the boom. Even Canada, however, had one quarter last year when its economy declined. The charts show the performance of the Group of 7 nations, including three members of the euro zone, and that of seven other countries that use the euro. Of the 14, the United States is the only one to show consistent growth over the most recent four quarters. It has reported a growing economy for 11 consecutive quarters, even if the pace of growth has not been very fast.
US economy recovering but still relatively unhealthy

Wiseman, 12

(Paul, Associated Press Writer for Economic Matters, 5-3-12, “US economy recovering but not yet accelerating”, Yahoo!news, http://news.yahoo.com/us-economy-recovering-isnt-yet-accelerating-212151016--finance.html, accessed 7-3-12 BLE)

The U.S. economy's recovery looks enduring. It's just not very strong. Hiring, housing, consumer spending and manufacturing all appear to be improving, yet remain less than healthy. Economists surveyed by The Associated Press expect growth to pick up this year, though not enough to lower unemployment much. A clearer picture of the nation's economic health will emerge Friday, when the government reveals how many jobs employers added in April. "The outlook is for continued moderate growth," John Williams, president of the Federal Reserve Bank of San Francisco, said in a speech Thursday. "Nonetheless, we have nearly 4½ million fewer jobs today than five years ago, and the unemployment rate remains very high at 8.2 percent." The 32 economists polled by the AP late last month are confident the economy has entered a "virtuous cycle" in which more hiring boosts consumer spending, which leads to further hiring and spending. They expect unemployment to drop from 8.2 percent in March to below 8 percent by Election Day. But they still think the rate won't reach a historically normal level below 6 percent until 2015 or later. And they predict hiring will slow the rest of this year from a relatively brisk December-February pace.

US economy recovering now

The Times of India, 12

(The Times of India, International Business Relations website, 2-4-12, “US economy growing strong, recovery speeding up: Obama”, The Times of India, http://timesofindia.indiatimes.com/business/international-business/US-economy-growing-strong-recovery-speeding-up-Obama/articleshow/11751015.cms, accessed 7-3-12 BLE) 

US President Barack Obama has said country's economy is growing strong and recovery is speeding up. Obama's remarks on the state of the economy came hours after latest report showed that unemployment rate has dropped to 8.3 per cent as added more than 2.4 lakh new jobs in January. "This morning, we received more good news about our economy. In January, American businesses added another 257,000 jobs. The unemployment rate came down because more people found work. And altogether, we've added 3.7 million new jobs over the last 23 months," said the US president. "Now, these numbers will go up and down in the coming months, and there's still far too many Americans who need a job, or need a job that pays better than the one they have now. But the economy is growing stronger. The recovery is speeding up. And we've got to do everything in our power to keep it going," Obama said. At the same time, Obama argued, the US can't go back to the policies that led to the recession. "We can't let Washington stand in the way of our recovery. We want Washington to be helping with the recovery, not making it tougher," he said.
US economy growing now

BBC, 12
(BBC, Business News, 7-3-12, “US economic recovery is tepid, says IMF”, http://www.bbc.co.uk/news/business-18693825, accessed 7-3-12 BLE)
The US recovery "remains tepid", according to the annual report from the International Monetary Fund (IMF). It has cut its growth forecast for the US economy to 2% this year from an earlier estimate of 2.1%. The IMF warned of risks from the eurozone debt crisis and uncertainties surrounding domestic policies, with an election in November and the debt ceiling needing to be raised in 2013. But it said there was also a chance that the economy could recover faster. The IMF said non-financial firms could invest more than expected and the housing market recovery may accelerate. Its report said that "house prices have stabilised recently, but remain at depressed levels". The most recent official figures have shown that the US economy grew at an annualised pace of 1.9% in the first three months of 2012. Last month, the US Federal Reserve cut its forecast for economic growth in 2012 to 2.4% from 2.9%. As well as cutting its growth estimate for this year, the IMF also cut its forecast for 2013 to 2.25% from 2.4%. It suggested that the federal budget could be cut by less than planned by President Obama in February. 
Economy recovering but still susceptible to overwhelming debt

Mason, 12
(Joseph Mason is the Moyse/LBA Chair of Banking at the Ourso School of Business at Louisiana State University and a senior fellow at the Wharton School of the University of Pennsylvania, 4-9-12, http://www.usnews.com/opinion/blogs/economic-intelligence/2012/04/09/is-the-us-economy-in-recovery, accessed 7-5-12 BLE)

But while there are whispers of recovery in some sectors, the economy remains susceptible to shocks from various outside sources, like sovereign debt (Greece may be recovering from their surgery, but Spain seems to be in line for similar struggles), oil prices, and, of course, more regulatory mayhem. Any of those influences could give rise to another significant economic shock and ensuing recession before the economy has fully recovered. But that brings up another question: What is full recovery? One way to think of that concept is to imagine where the economy would be if we had not experienced the recession (and, to be fair, the real estate bubble). One can think of that concept in terms of real GDP or in terms of real GDP growth. My personal preference for monitoring such concepts is real GDP, as trend GDP growth does not mean we are yet at trend GDP (and in fact leaves some catch-up on the table). While no one can predict the future, most projections suggest the U.S. economy will catch up with precrisis real GDP trend in about 2017-18. When you think about it, that is not far off from previous cycles, whether in terms of real GDP recovery from the U.S. Great Depression (1929-40) or industry recovery from the Thrift Crisis (roughly 1988-98).
Economy growing slowly now

Rugabear, 12
(Christopher, Associated Press writer, 7-5-12, “US hiring outlook improves, but economy still weak”, SFGate,  http://www.sfgate.com/news/article/US-hiring-outlook-improves-but-economy-still-weak-3685495.php, accessed 7-5-12, BLE) 

WASHINGTON (AP) — The outlook for the U.S. job market brightened a little Thursday after the government said fewer people applied for unemployment benefits last week and surveys of private companies showed hiring increased in June. The economy is still far from healthy. U.S. service companies grew more slowly last month. Retail sales figures were disappointing. And central banks in Europe and China cut their interest rates, an indication that they expect weaker growth ahead. But despite all the gloom, American factories and service firms kept hiring in June. Economists say that suggests many companies are less worried that the spring slump will endure. "It is beginning to look like the labor market is not nearly as weak as feared," Joel Naroff, chief economist at Naroff Economic Advisors, said in a note to clients. Wall Street was mixed in light of the latest economic reports. Stocks fell early but recovered much of their losses by midday. Bad news from Europe was offset by higher expectations for June job growth, which the government will report on Friday. The economy added an average of just 73,000 jobs a month in April and May. That's much lower than the 226,000 a month that were added in the first three months of the year. And it's far too low to reduce the unemployment rate, which rose to 8.2 percent in May. Before Thursday, most economists didn't expect much change from that pace. They forecast that employers added 90,000 jobs last month, while the unemployment rate didn't change, according to a survey by Factset. But several sounded slightly more optimistic after seeing a slate of better data. Weekly unemployment benefit applications dropped by 14,000 to a seasonally adjusted 374,000, the Labor Department said Thursday. That's the fewest since the week of May 19. Payroll provider ADP said businesses added 176,000 jobs last month. That's better than the revised total of 136,000 jobs it reported for May and, if sustained, would be enough to lower the unemployment rate.
Economy growing gradually

CBC News, 12

(CBC News, 6-28-12, “US economy shows modest growth”, http://www.cbc.ca/news/business/story/2012/06/28/us-economy-gdp-unemployment.html, accessed 7-5-12 BLE)

The struggling American economy grew at an annual rate of 1.9 per cent in the first three months of the year, matching last month's preliminary estimate, the U.S. Commerce Department reported Thursday. Consumer spending grew by 2.5 per cent — slightly slower than first thought — while business investment came in slightly stronger. "With growth in the first quarter of 2012 remaining unchanged from the previous estimate, today’s report does not alter the picture of an economy growing at a sub-potential rate," said RBC economist Paul Ferley in a morning commentary. "If sustained, then this offers a limited prospect of putting further downward pressure on the unemployment rate." Economists are forecasting that annualized growth in the current April-to-June quarter will also be around the 1.9 per cent level. That's not considered to be strong enough to make a significant dent in U.S. unemployment, which now stands at 8.2 per cent. The U.S. Federal Reserve says it doesn't expect the U.S. jobless rate to fall much this year. 
Economy improving with few weaknesses

The Associated Press, 12

(The Associated Press, 6-6-12, “Fed Survey Shows Economy Growing Modestly”, http://www.nytimes.com/2012/06/07/business/economy/fed-survey-shows-economy-growing-modestly.html, accessed 7-5-12 BLE)

A Federal Reserve survey found that the economy grew moderately in most regions of the country this spring and companies kept hiring. It was a hopeful sign after a spate of gloomy data released last week. The Fed survey showed growth in each of its 12 bank districts from April 3 through May 25. Growth was moderate or modest in 10 districts, was steady in the Boston district and slowed in the Philadelphia region. Hiring was steady or rose modestly, according to the Fed’s report, known as the beige book. That is in stark contrast to the government’s jobs report last week, which said that employers added the fewest jobs in a year in May and that the unemployment rate ticked up to 8.2 percent from 8.1 percent in April. It was the second positive reading on the economy this week. On Tuesday, a private survey found that the service sector expanded at a slightly faster pace than the previous month. The industries the Fed surveyed cover about 90 percent of the economy and include health care, retail, construction and financial services. The survey was mostly positive. Manufacturing and home sales improved in most districts, as did residential and commercial construction. Auto sales were strong in most areas. And businesses sought more loans, which could signal expansion plans. Small and medium-size banks in the New York district reported the most broad-based increase in loan demand since the mid-1990s. But the survey also pointed to some weakness in the economy. Consumer spending was flat or increased only slightly in almost all districts. That could restrain growth because consumer spending drives 70 percent of economic activity.
Economy continues to grow moderately 

Lee, 12
(Don, Writer for LA Times—economy, 6-7-12, “Bernanke: Despite employment slowdown, economy growing moderately”, http://www.latimes.com/business/money/la-fi-mo-bernanke-economy-20120607,0,3704607.story, accessed 7-5-12 BLE)

WASHINGTON -- Federal Reserve Chairman Ben S. Bernanke maintained that the economy was continuing to grow at a moderate pace, despite the recent sharp deceleration in job growth and a slowdown in economic output in large part because of government spending cuts. In remarks Thursday before the Congress' Joint Economic Committee, Bernanke noted the weakening of hiring this spring as job growth slowed to an average of 75,000 a month in April and May from 225,000 in the first three months of the year. However, Bernanke said the slowing may have been exaggerated by issues related to the warm winter and the end of what he called a spurt of "catch-up hiring" on the part of employers who had eliminated payrolls aggressively during and just after the recession. Moreover, Bernanke said that consumer spending has been "relatively well sustained" and that the recent declines in energy prices should help boost purchasing power, despite modest income growth. And even in the face of the deepening troubles in Europe, the Fed chairman said that demand for U.S. exports had held up well.
Economy recovering slowly and carefully

Correia, 12

(Margarida, 6-8-12, Economic writer for ‘Financial Planning’, “Bank Economists See Moderate Growth for U.S. Economy”, accessed 7-5-12 BLE)

 The committee anticipates inflation-adjusted GDP to expand by 2.2% this year, compared to 1.6% in 2011, it announced today. “Although economic growth will pick up, downside risks have become more pronounced,” George Mokrzan, committee chairman and Huntington Bank chief economist, said in the announcement. The committee, which includes 12 bank economists from among the largest banks in North America, does not foresee the economy growing rapidly enough to bring down the unemployment rate below 8% by year-end. But it does see a number of positives. For example, it anticipates consumer spending will grow at an annualized rate of 2.4% this year, driven in part by a drop in household debt, which strengthened consumer balance sheets. It also forecasts a mild recovery in the housing market. The bank economists see the economic challenges facing Europe as a significant risk to the U.S. economy, as Europe is one of the America’s largest trading partners. They also see the nation’s looming fiscal challenges as a major risk to the U.S. economic outlook. Businesses, they contend, may not want to take on new hiring and spending commitments with major potential tax hikes and federal spending cuts on the horizon. The committee believes the Federal Reserve will continue to strongly support economic growth and maintain the federal funds rate between 0% and 0.25% at least throughout next year. It also forecasts strong credit growth into 2013 with business and personal loans expected to increase 11.5% and 7.4%, respectively, this year. “The significant increase in credit growth shows that banks are doing their part to make loans that will help drive the economic recovery,” Mokrzan said.
Economy continues to recover at its own pace

Derby, 12
(Michael S. Derby; Dow Jones Newswires, 7-5-12, “US Economy Recovering at Modest Pace”,http://www.nasdaq.com/article/us-economy-recovering-at-modest-pace-20120510-02292, accessed 7-5-12 BLE)

NEW YORK -- The U.S. economy will continue to recover, but the pace won't be enough to bring the unemployment rate down quickly, Federal Reserve Bank of Cleveland President Sandra Pianalto said Wednesday. Speaking as part of a panel discussion in Lexington, Kentucky, the official said "it's going to take several years for us" to get the unemployment rate down to 6%, a level she considers full employment. The jobless rate stood at 8.1% in April. The voting member of the monetary policy setting Federal Open Market Committee didn't say anything about the monetary policy outlook. The concept of full employment is an important one for central bankers. When the unemployment rate goes below the " full" level it's believed inflation pressures will heat up, and that the Fed would have to run a more restrictive stance of monetary policy as a result. Economists and policymakers are debating whether the recession has caused a change in the full employment rate. In other comments, Pianalto said "the economy is recovering at a moderate pace." She added, "my forecast for this year is that the economy will continue to recover at a 2 1/2% or better rate."
US economy leisurely improving 

Sampson, 12
(Pamela, Writer for the Associated Press, 6-28-12, “Upbeat US economic figures help stocks advance”, http://www.ajc.com/news/nation-world/upbeat-us-economic-figures-1465210.html, accessed 7-7-12 BLE)

BANGKOK — Good news about the U.S. economy helped Asian stock markets rise Thursday, although lingering fears about Europe's ability to tame its debt turmoil kept gains in check. U.S. government figures showed that durable goods orders rose by 1.1 percent in May after two months of declines. On top of that, a report showed that pending home sales jumped in May, the latest signal that the U.S. housing market may be improving in many regions following a slump of more than six years. A recovery in the U.S. housing market is considered one of the key elements toward a stable and long-lasting economic recovery and it helped investors brush aside ongoing worries about Europe's debt crisis. Japan's Nikkei 225 index rose 0.9 percent to 8,810.21 and Australia's S&P/ASX 200 gained 0.2 percent to 4,051.70. Benchmarks in Taiwan and Singapore also rose. But Chinese shares fell. Hong Kong's Hang Seng was marginally lower at 19,166.82. On the mainland, the Shanghai Composite Index lost 0.3 percent to 2,210.92. South Korea's Kospi fell 0.3 percent to 1,812.42. Some analysts said the data was hardly robust and did not spell an end to the sluggishness of the U.S. economic recovery.
US economy showing growth but there are still worries

Schilling, 12
(Stacy, Jobs examiner at Examiner.com, 7-6-12, “US jobs growth improving but not fast enough”, http://www.examiner.com/article/us-jobs-growth-improving-but-not-fast-enough, accessed 7-7-12 BLE)

As many Americans are still struggling to find work in this dismal economy, a job report released on Friday has projected to show job growth is on the upward compared to last month. Forecasters are hoping to see job growth of approximately 125,000 in June with a small number of 69,000 new jobs were added, doubling the amount compared to May. However, the figures are trailing behind badly as the economy has seen just over 250,000 jobs added at the beginning of the year. Paul Dales, an economist at Capital Economics stated that there is plenty of hope for job growth if June number come in as expected which would push unemployment numbers back down to 8.1 percent, compared to 8.2 in May. “But without a major acceleration in GDP growth, the unemployment rate is unlikely to fall significantly further,” Dales said. However, if you ask any unemployed American still trying to find a job – even a part–time job for that matter if they thought the jobs will increase anytime soon – many would probably say no.
US economy improving from previous below average stance

CS Monitor, 12
(CS Monitor, 5-21-12, “Chicago Fed: US economy improving”, http://www.csmonitor.com/Business/Paper-Economy/2012/0521/Chicago-Fed-US-economy-improving, accessed 7-7-12 BLE)

Today’s release of the Chicago Federal Reserve National Activity Index (CFNAI) showed improvement for the national economy with the index increasing from last month to stand at 0.11 while the three month moving average also declined to -0.06. The CFNAI is a weighted average of 85 indicators of national economic activity collected into four overall categories of “production and income”, “employment, unemployment and income”, “personal consumption and housing” and “sales, orders and inventories”. The Chicago Fed regards a value of zero for the total index as indicating that the national economy is expanding at its historical trend rate while a negative value indicates below average growth. A value at or below -0.70 for the three month moving average of the national activity index (CFNAI-MA3) indicates that the national economy has either just entered or continues in recession.
US economy currently beginning its own economic recovery cycle

Rugaber, 12
(Christopher, Writer for Associated Press, 3-6-12, “U.S. economy improving faster than expected”, http://articles.philly.com/2012-03-06/business/31127601_1_unemployment-rate-jobless-rate-economists, accessed 7-7-12 BLE)

WASHINGTON - The U.S. economy is improving faster than economists had expected. They now foresee slightly stronger growth and hiring than they did two months earlier - trends that could help President Obama's reelection effort. That is among the findings of an AP survey late last month of leading economists. The economists think the unemployment rate will fall from its current 8.3 percent to 8 percent by Election Day. That's better than their 8.4 percent estimate in late December. They predict that by the end of 2013, unemployment will drop to 7.4 percent, down from their earlier estimate of 7.8 percent, according to the AP Economy Survey. The economy has begun a self-sustaining period in which job growth fuels more consumer spending, which should lead to further hiring. European leaders will manage to defuse their continent's debt crisis and prevent a global recession. But the economists think Europe's economy will shrink for all of 2012. The economy will grow 2.5 percent this year, up from the economists' earlier forecast of 2.4 percent. In 2011, the economy grew 1.7 percent. For months, the U.S. economy has shown signs of steady improvement. Employers added more than 200,000 net jobs in December and January. The jobless rate is at its lowest level in three years.
UQ – Econ Up – Manufacturing 
US economy remains vulnerable but slowly improving due to manufacturing successes
Rugaber, 12

(Christopher, Associated Press writer, 5-1-12, “Manufacturing Growth a Good Sign for US Economy”, Statesman,  http://www.statesman.com/business/manufacturing-growth-a-good-sign-for-u-s-2335154.html, accessed 7-2-12, BLE) 

U.S. manufacturing grew last month at the fastest pace in 10 months, suggesting that the economy is healthier than recent data had indicated. New orders, production and a measure of hiring all rose. The April survey from the Institute for Supply Management was a hopeful sign ahead of Friday's monthly job report and helped the Dow Jones industrial average end the day at its highest level in more than four years. The trade group of purchasing managers said Tuesday that its index of manufacturing activity reached 54.8 in April, the highest level since June. Readings above 50 indicate expansion. The sharp increase surprised analysts, who had predicted a decline after several regional reports showed that manufacturing growth weakened last month. The gain led investors to shift money out of bonds and into stocks. The Dow Jones industrial average added 66 points to reach 13,279, its best close since Dec. 28, 2007. Broader indexes also surged. The ISM manufacturing index is closely watched in part because it's the first major economic report for each month. April's big gain followed a series of weaker reports in recent weeks showing that hiring slowed, applications for unemployment benefits rose and factory output dropped. "This survey will ease concerns that the softer tone of the incoming news in recent months marked the start of a renewed slowdown in growth," Paul Dales, an economist at Capital Economics, said in a note to clients. "We think the latest recovery is made of sterner stuff, although we doubt it will set the world alight." The latest reading is well above the recession low of 33.1 and above the long-run average of 52.8. But it's still below the pre-recession high of 61.4. Dan Meckstroth, chief economist at the Manufacturers' Alliance, said that in the past 20 years, the index has been at or above 54.8 only one-third of the time. A measure of employment in the ISM survey rose to a 10-month high, indicating that factories are hiring at a solid pace. A gauge of new orders jumped to its highest level in a year. That could signal faster production in the coming months. Export orders also rose, offsetting worries that weaker economies in Europe and China could hurt U.S. exports. But manufacturing is only about 12 percent of economic activity; other areas continue to struggle.
UQ – Brinks 
Fiscal discipline on brink—More deficit spending threatens US stance

Horowitz, 12

(Jed, Senior Correspondent at Thomson Reuters, 06/07/12, “U.S. rating faces 2013 cut if no credible plan: Fitch”, Reuters, http://www.reuters.com/article/2012/06/07/us-usa-rating-fitch-idUSBRE8560YL20120607, accessed 7-3-12 BLE)
Fitch Ratings reiterated on Thursday it would cut its sovereign credit rating for the United States next year if Washington cannot come to grips with its deficits and create a "credible" fiscal consolidation plan. It also said it would immediately cut the credit ratings on Cyprus, Ireland, Italy, Spain and Portugal if Greece were to exit the euro zone. Additionally, all euro zone nations would have their ratings put on its negative ratings watch list, setting a six-month time frame for a potential downgrade. Europe's ongoing sovereign credit crisis undermines already below-trend growth seen in the United States, the world's biggest economy. "The United States is the only country (of four major AAA-rated countries) which does not have a credible fiscal consolidation plan," and its debt-to-GDP ratio, or how much debt it has relative to the size of the economy, is expected to increase over the medium term, Ed Parker, sovereign ratings analyst, told a Fitch conference in New York. Lower credit ratings typically lead to higher borrowing costs, putting more strain on government balance sheets already straining to cut spending without sending their economies into a tailspin. Only in the last week have European leaders broached the prospect of closer economic and political ties to overcome the crisis which has forced severe austerity budgets on Europe's citizens. German and European Union officials are looking into ways to rescue Spain's debt-stricken banks even though Madrid has not called for aid and resisted international supervision. A voter backlash returned a socialist government in France and boosted the chances for the same in Greece which could put its 130-billion-euro international bailout plan in jeopardy. Fitch revised down its credit outlook for the United States to negative in November from stable after a special congressional committee failed to agree on at least $1.2 trillion in deficit-reduction measures. At the time it said there was a chance for a U.S. downgrade in 2013, saying the failure of the committee increases the fiscal burden on the next administration.
Economy perceptions improving but still weary

Mellman, 12

 (Mark, President of The Mellman Group, 3-20-12, "Economy improving, not yet better", The Hill, http://thehill.com/opinion/columnists/mark-mellman/217163-economy-improving-not-yet-better-, accessed 7-3-12 BLE)
Don’t confuse momentum with levels. Both are important and sometimes they tell different stories, leading to divergent strategies. Voters are increasingly coming to realize the economy is improving. However, they still think it’s pretty lousy. So, anxious as Democrats might be to hail the solid economic growth, exercise caution. Economic triumphalism can lead to voters deciding candidates are out of touch — or worse. Make no mistake, evaluations of the economy are improving — and that momentum is psychologically and politically significant. The broadest consumer confidence indexes point to the change: Bloomberg’s Consumer Comfort index is up 20 points from its low in October 2011. Improvement is also evident in responses to a host of specific questions posed about the nation and individuals. In Gallup data, belief the economy is growing surged 33 points since 2008. According to Quinnipiac, the number saying the economy is in recession tumbled 13 points from its 2010 high. Pew found the number saying the economy is recovering up 15 points from 2010, while the number rating the economy as “poor” is down 13 points from its high. ABC/Washington Post pollsters put the question in more personal terms, asking whether the respondent had begun to see an economic recovery “in terms of your own personal experience.” Positive impressions rose 13 points from the low. Even Fox joined in, with 58 percent saying they had begun to see improvement. Gallup recorded an 11-point jump in the number, saying it is a good time to look for a quality job. Before anyone starts popping champagne corks, however, recognize that these nearly uniform positive changes mask still rather dismal assessments. Yes, the number perceiving a recovery went up, but half the country does not even see the start of improvement. The number who see the economy growing grew, but still, 59 percent sense a slowdown, a recession or even a depression. In response to a simple yes/no question, two-thirds still tell Quinnipiac we are in a recession. While the number saying it is a good time to look for a quality job is at its highest level since September 2008, just 19 percent hold that view, whereas 78 percent maintain it’s a bad time to look for a good job. Pew finds only 11 percent rating the economy positively — 89 percent are negative, with 43 percent rating the economy “poor.”

***Links***

Link – Generic

Federal transportation infrastructure spending is wasteful.

Poole, Reason Foundation Transportation Policy Director, ’96

[Robert W. Poole, Jr., MIT-trained engineer, October 1996, Reason Foundation, “Defederalizing Transportation Funding,” http://reason.org/files/4883e8bd01480c4d96ce788feb1f2e05.pdf, pg. 2, accessed 7/2/12, JTF]

Federal transportation grant programs be they airport, mass transit, or highway are plagued by the problem of porkbarrel spending. Members of Congress traditionally derive great benefits from earmarking projects for their districts, regardless of cost-benefit ratios or the relative value of the project compared with alternate uses of the funds. Since trust fund dollars are always limited, this means that every bad project which jumps the queue at the behest of a member of Congress necessarily displaces a better project (better in terms of adding real economic value). Thus, this process systematically wastes scarce transportation infrastructure resources.
Federal funding isn’t cost-effective – free-money illusion

Poole, Reason Foundation Transportation Policy Director, ’96

[Robert W. Poole, Jr., MIT-trained engineer, October 1996, Reason Foundation, “Defederalizing Transportation Funding,” http://reason.org/files/4883e8bd01480c4d96ce788feb1f2e05.pdf, pg. 2, accessed 7/2/12, JTF]

Providing federal grants that cover 75 to 90 percent of a project's cost encourages local officials to push for capital intensive solutions to transportation problems to build their way out of congestion. In some cases a less-costly solution e.g., an expanded bus system rather than a light-rail system may make greater economic sense, but if the federal program makes the costly approach look cheap, it is more likely to be chosen. In other cases, a software approach (peak-hour pricing) might make better sense than a hardware approach (another runway or freeway lane). As Harvard's David Luberoff notes, projects such as Miami's $30,000-a-rider rail system and Boston's Central Artery would never have been built if states and localities had to put up more than a token share of the money needed to fund them. The illusion of free federal money leads to decisions that would not have been taken were the local agency having to make the most cost-effective use of its own resources.
Transportation infrastructure costs $262 billion annually and current funding mechanisms are insufficient.

Mineta and Skinner, former Secretaries of Transportation, ‘09

[Norman Y. Mineta, and Samuel K. Skinner, 2009, University of Virginia Miller Center of Public Affairs, “Well Within Reach America’s New Transportation Agenda,” http://web1.millercenter.org/conferences/report/conf_2009_transportation.pdf, pgs. 19-20, accessed 7/5/12, JTF]

Meanwhile, with all levels of government under extreme budget pressure, the tendency will be to defer even the most basic transportation investments. As we discuss in our recommendations, estimates of the average annual gap between current sources of funding for transportation infrastructure and funding needs to maintain and improve the system range from our $134 billion to $262 billion per year for roughly the next quarter century (specifically, 2008–2035). And chronic underfunding, especially to maintain existing infrastructure, exposes the system over time to “elegant degradation” —an engineering term that refers to the slow deterioration of machines when they are subjected to constant, repetitive stress. In these cases, the weakening of the system may not be obvious until some important component breaks down completely—at which point the costs of fixing the problem often far exceed the resources that would have been required to avoid failure in the first place. 
A large number of transportation projects around the country have, of course, received accelerated funding in recent months as a result of the economic stimulus legislation passed in 2009. But this uptick in federal investment is likely to be temporary, especially in the context of growing concern about the ballooning national debt. Thus, finding adequate resources to meet longer-term transportation needs remains a significant concern. With growing consensus that the existing Highway Trust Fund (HTF) mechanism is inadequate, moreover, there is also growing interest in new funding mechanisms—such as user fees—that could not only deliver more stable revenue streams, but would better align public and private incentives for more efficient use of existing transportation systems. Winning public support for these types of reforms, however, will require policy makers to unite behind a compelling vision for U.S. transportation policy in the 21st century, while also providing a clearer articulation of the federal role in realizing that vision.
The brink is now – more spending tips will outpace sustainable levels.

Goff and Fraser, Thomas A. Roe Institute for Economic Policy Studies research associate and director, 6/28/12

[Emily Goff, and Alison Acosta Fraser, 6/28/12, The Heritage Foundation, “Transportation Conference Bill: Some Good Reforms, but Too Much Spending,” http://www.heritage.org/research/reports/2012/06/transportation-conference-bill-some-good-reforms-but-too-much-spending, accessed 7/5/12, JTF]

To fund transportation programs through 2014, the bill would spend $120 billion, or $60 billion per year. Though consistent with current spending levels, it is well above what the HTF will collect: According to the Congressional Budget Office, the trust fund will run out of money in 2013, meaning spending is clearly outpacing revenues.[3] Keeping spending within the limit of the trust fund puts pressure on lawmakers to return control of transportation programs and their funding to the states.

Transfers from the general fund to pay for the bill would be offset mostly by pension and flood insurance changes. One pension-related reform would allow private businesses to invest less money in their employees’ defined-benefit pension plans. This is terrible policy that would harm the position of many under-funded plans. It also increases taxpayer risk of a pension bailout through the Pension Benefit Guaranty Corporation (PBGC).[4] The other increases the premiums that an employer must pay to the PBGC for insurance. This change is good policy, but revenues should shore up PBGC instead of paying for additional spending.

Similarly, revenue gained from higher premiums to the National Flood Insurance Program (NFIP) should begin to repay the $17.5 billion the program owes to taxpayers—not to pay for more spending.[5] A different change to the NFIP would require that homes located near a levee or similar structure must have NFIP coverage. This would protect both homeowners and taxpayers. However, new revenues generated by sound policy reforms should go toward reducing the country’s unsustainable deficits—not new spending.

Federal spending on infrastructure is wasteful – history proves.

Edwards, Cato Institute tax policy studies director, ’11

[Chris, 10/21/12, Washington Post, “Infrastructure projects to fix the economy? Don’t bank on it.,” http://www.washingtonpost.com/opinions/infrastructure-projects-to-fix-the-economy-dont-bank-on-it/2011/10/18/gIQAgtZi3L_story.html, accessed 7/5/12, JTF]

Looking at the Corps and Reclamation, the first lesson about federal infrastructure projects is that you can’t trust the cost-benefit analyses. Both agencies have a history of fudging their studies to make proposed projects look better, understating the costs and overstating the benefits.

And we’ve known it, too. In the 1950s, Sen. Paul Douglas (D-Ill.), lambasted the distorted analyses of the Corps and Reclamation. According to Reisner, Reclamation’s chief analyst admitted that in the 1960s he had to “jerk around” the numbers to make one major project look sound and that others were “pure trash” from an economics perspective. In the 1970s, Jimmy Carter ripped into the “computational manipulation” of the Corps. And in 2006, the Government Accountability Office found that the Corps’ analyses were “fraught with errors, mistakes, and miscalculations, and used invalid assumptions and outdated data.”

Federal spending funds wasteful projects and spends money on future reclamation.

Edwards, Cato Institute tax policy studies director, ’11

[Chris, 10/21/12, Washington Post, “Infrastructure projects to fix the economy? Don’t bank on it.,” http://www.washingtonpost.com/opinions/infrastructure-projects-to-fix-the-economy-dont-bank-on-it/2011/10/18/gIQAgtZi3L_story.html, accessed 7/5/12, JTF]

Even if federal agencies calculate the numbers properly, members of Congress often push ahead with “trash” projects anyway. Then-senator Christopher Bond of Missouri vowed to make sure that the Corps’ projects in his state were funded, no matter what the economic studies concluded, according to extensive Washington Post reporting on the Corps in 2000. And the onetime head of the Senate committee overseeing the Corps, George Voinovich of Ohio, blurted out at a hearing: “We don’t care what the Corps cost-benefit is. We’re going to build it anyhow because Congress says it’s going to be built.”

As Morgan noted in his 1971 book, these big projects have often damaged both taxpayers and ecology. The Corps, Reisner argues, has “ruined more wetlands than anyone in history” with its infrastructure. Meanwhile, Reclamation killed wetlands and salmon fisheries as it built dams to provide irrigation water to farmers in the West — so they could grow crops that often compete with more efficiently grown crops in the East.

Taxpayers are double losers from all this infrastructure. They paid to build it, and now they are paying to clean up the environmental damage. In Florida, for example, the Corps’ projects, along with federal sugar subsidies, have harmed the Everglades. So the government is helping to fund a multibillion-dollar restoration plan. In the West, federal irrigation has increased salinity levels in rivers, necessitating desalination efforts such as a $245 millionplant in Yuma, Ariz. And in a large area of California’s San Joaquin Valley, federal irrigation has created such toxic runoff that the government is considering spending up to $2 billion to fix the damage, according to some estimates.

Future spending will tank the economy – the brink is now.

Johnson, Wisconsin Senator, ’11

[Ron Johnson, Wisconsin Senator, 12/21/11, Letters from Ron, “Transportation infrastructure – what is he FOR? Dec. 21, 2011,” http://lettersfromron.wordpress.com/2012/01/10/transportation-infrastructure-what-is-he-for-dec-21-2011/, accessed 7/5/12, JTF]

Our nation’s fiscal situation is dire.  Over the last three years, Washington added $4 trillion to our nation’s debt.  It now exceeds $15 trillion, is increasing by almost $100 billion per month, and has surpassed the size of America’s economy.  This mountain of debt threatens the hopes and dreams of future generations.  Passing our debt to our children and grandchildren is immoral and must stop.  I am willing to work with anyone in Congress who is serious about addressing the number one problem facing our nation.

Unfortunately, neither the Administration nor Democrats in the Senate have offered any serious budget proposals. President Obama’s budget for FY2012 would have increased our already massive federal debt by $12 trillion over the next decade. His budget was defeated in the Senate by a vote of 0-97, which was a stunning repudiation of his leadership.

The Democrat controlled Senate has not passed a budget in more than two years. This is irresponsible and puts our nation in fiscal peril. Until the President and Senate Democrats get serious, it will be very difficult to pass legislation that begins to put us on the path of fiscal responsibility. Until we return fiscal discipline to Washington, infrastructure spending will not receive the priority consideration it deserves.
New spending threatens economic decline.

Long, Reuters, 6/6/12

[Cate, 6/6/12, Reuters, “Who will pay for new infrastructure spending?,” http://blogs.reuters.com/muniland/2012/06/06/who-will-pay-for-new-infrastructure-spending/, accessed 7/7/12, JTF]

Since yields on U.S. Treasury and municipal bonds are at record lows, it’s appealing for federal, state and local governments to finance projects with borrowed dollars. Lately, investors have favored bonds backed by dedicated revenue streams – there were $11.1 billion in bonds issued for water and sewer facilities in the first quarter, nearly four times more than the $2.9 billion issued for toll roads, highways and streets in the same period, according to the SIFMA Municipal Bond Report (page 7). Private investors are also very eager to gain control of public assets through public-private partnerships, though these are increasingly being shown to be a bad deal for the public.

The most prevalent means of funding infrastructure is a tax on gasoline. At a recent conference organized by the American Society of Civil Engineers and the American Planning Association, discussion focused on the need to create accountability and transparency between state transportation departments and the public in how their taxes were spent:

Also on the panel was Doug McDonald, former Secretary of the Washington state Department of Transportation (2001-07). It was under McDonald’s watch that the department addressed long-standing accountability and trust issues by establishing and publicizing quantifiable benchmarks for measuring performance.

That focus on accountability allowed state officials to win legislative passage of a five-cent gas tax in 2003 after increases were rejected in 2001 and 2002. The increase allowed the state to fund a series of high-priority “nickel projects” selected by lawmakers. After demonstrating they could bring the projects in on-time and on-budget, the department was able to push for a second, phased-in 9.5 cent gas tax hike two years later to fund the largest transportation package in the state’s history, an $8.5 billion plan.

The generic talk about the need to increase infrastructure spending is persuasive, but, as in most public policy matters, the question comes down to who pays for it. McDonald’s idea of “establishing and publicizing quantifiable benchmarks for measuring performance” is so simple that it would be easy to dismiss it. But as tax revenues shrink and demands for government services increase, it will be more important than ever to justify committing scarce taxpayer dollars to infrastructure. America has seen too many “bridges to nowhere” to sign off on unlimited new spending on roads and sewer systems.
Federal transportation infrastructure spending is wasteful – perverse incentives and lack of planning.

The Economist ’11

[April 28, 2011, The Economist, “Life in the slow lane,” http://www.economist.com/node/18620944, accessed 7/7/12, JTF]

The federal government is responsible for only a quarter of total transport spending, but the way it allocates funding shapes the way things are done at the state and local levels. Unfortunately, it tends not to reward the prudent, thanks to formulas that govern over 70% of federal investment. Petrol-tax revenues, for instance, are returned to the states according to the miles of highway they contain, the distances their residents drive, and the fuel they burn. The system is awash with perverse incentives. A state using road-pricing to limit travel and congestion would be punished for its efforts with reduced funding, whereas one that built highways it could not afford to maintain would receive a larger allocation.

Formula-determined block grants to states are, at least, designed to leave important decisions to local authorities. But the formulas used to allocate the money shape infrastructure planning in a remarkably block-headed manner. Cost-benefit studies are almost entirely lacking. Federal guidelines for new construction tend to reflect politics rather than anything else. States tend to use federal money as a substitute for local spending, rather than to supplement or leverage it. The Government Accountability Office estimates that substitution has risen substantially since the 1980s, and increases particularly when states get into budget difficulties. From 1998 to 2002, a period during which economic fortunes were generally deteriorating, state and local transport investment declined by 4% while federal investment rose by 40%. State and local shrinkage is almost certainly worse now.

The plan relocates jobs. That causes net economic loss.

Shatz, RAND Corporation Senior Economist, et al., ’11

[Howard J. Shatz, Senior Economist, Karin E. Kitchens, RAND Corporation Research Assitance, Sandra Rosenbloom, University of Arizona Professor of Planning, Martin Wachs, RAND Corporation Senior Principal Researcher, 2011, RAND Corporation, “Highway Infrastructure and the Economy Implications for Federal Policy,” http://www.rand.org/pubs/monographs/2011/RAND_MG1049.pdf, pg. 16, accessed 7/7/12, JTF]

These economic outcomes may be gross or net because of the way transportation infrastructure could reallocate economic activity. For example, new infrastructure may attract economic activity, resulting in gross positive economic effects to the geographic area where the new infrastructure was built. However, if all of that activity merely relocated from other areas, then those other areas would experience gross economic losses and the net effect could be positive, zero, or even negative. Accounting for such gross versus net economic effects has been a notable point of contention in the literature analyzing highway infrastructure and the economy.

Federal investment is wasteful – too many separate funds.

Shatz, RAND Corporation Senior Economist, et al., ’11

[Howard J. Shatz, Senior Economist, Karin E. Kitchens, RAND Corporation Research Assitance, Sandra Rosenbloom, University of Arizona Professor of Planning, Martin Wachs, RAND Corporation Senior Principal Researcher, 2011, RAND Corporation, “Highway Infrastructure and the Economy Implications for Federal Policy,” http://www.rand.org/pubs/monographs/2011/RAND_MG1049.pdf, pg. 12, accessed 7/7/12, JTF]

The processes by which federal funds are disbursed suggest one of the main weaknesses of national transportation policy overall and of efforts to use transportation investments to enhance national economic performance and productivity. Programs and formulas change from one transportation bill to the next, decreasing the chance for effective long-range planning. Programmatic structure is also mode-specific, despite the fact that many freight and passenger trips involve the use of multiple modes. Growing complexity in programs has been another factor in federal transportation policy. Although programs proliferated to create balanced attention to many competing interests, the current mix of programs constitutes what many critics call “stovepipes.” This stymies innovation; prevents rational, integrated, comprehensive planning; and interferes with efforts to make grants conform to a variety of stated legislative goals, including making infrastructure investments to enhance national economic performance. Although a region may need a mix of maintenance, public transit, and highway investments, these federal programs are funded separately using different formulas, and decisionmaking is dominated by cleverly navigating the funding structures rather than by adhering to logical regional or metropolitan plans. Finally, analysts have noted that it is difficult to discern a national purpose or a clear set of shared priorities in the many programs and formulas (National Transportation Policy Project, 2009, pp. 2–8).

Transportation infrastructure investment costs $2.2 trillion.

American Society of Civil Engineers ’09

[February 2009, ASCE, “ASCE’s Infrastructure Report Card Gives Nation a D, Estimates Cost at $2.2 Trillion,” volume: 34, number 2, http://www.asce.org/PPLContent.aspx?id=2147484137, accessed 7/7/12, JTF]

ASCE released the grades in its 2009 Report Card for America’s Infrastructure at the National Press Club, in Washington, D.C., on Wednesday, January 28, approximately two months ahead of schedule. Although the overall grade given by the “report card”—a D—is the same as that conferred four years ago, the projected cost of repairing the nation’s infrastructure has grown to a daunting $2.2 trillion over the next five years.

“For the first time since we issued our [first] report card in 1998 . . . the nation discusses the role of infrastructure in stimulating our economy,” said Patrick J. Natale, P.E., F.ASCE, the Society’s executive director. “Recognizing the importance of informing and contributing to this discussion in a timely manner, we made an unprecedented decision to release the report card components of our 2009 report card two months ahead of schedule.” At press time President Obama was calling on Congress to pass the American Recovery and Reinvestment Act of 2009 (H.R. 1, S. 1), a bill that could allocate as much as $98.25 billion toward repairing and revitalizing the nation’s infrastructure.

The Society’s 1998 infrastructure assessment also assigned an overall grade of D, which, according to ASCE’s president, D. Wayne Klotz, P.E., D.WRE, F.ASCE, “surprised everyone, including the engineers who conducted the assessment. It served as a wake-up call for the nation. Unfortunately, we hit the snooze button.” Klotz lamented the fact that “in more than a decade, the United States has made no significant progress in improving either the condition or performance of our roads, bridges, water systems, or other vital infrastructure.” ASCE’s last national infrastructure assessment, in 2005, estimated that the country would need to invest approximately $1.6 trillion to raise the grades, a figure that has since grown by approximately $600 billion.
Although the nation’s infrastructure is failing, said Klotz, some communities around the country are “beginning to address some of their most critical infrastructure challenges.” By way of example, he cited California’s efforts to maintain and repair its levees and Atlanta’s work in renewing its sewer system. Despite these efforts, however, he noted that most of the grades have remained the same or have declined. The reason, Klotz explained, is that “we do not invest enough to maintain our infrastructure, let alone improve it on any significant scale.”

The funds from the proposed stimulus legislation and the estimated spending over five years, which is estimated at $903 billion, will certainly help address infrastructure needs. Nevertheless, ASCE’s assessment estimates that, even with the stimulus package, the nation’s infrastructure will face a deficit of approximately $1.1 trillion. “We clearly have a long way to go,” said Klotz.

Transportation infrastructure is expensive and the link is one-directional. Secondary benefits won’t happen.

O’Toole, Cato Institute Senior Fellow, ’09

[Randal, Cato Institute Senior Fellow working on urban growth, public land, and transportation issues, American policy analyst, CATO Institute, “Rules for Infrastructure Stimulus,” http://www.cato.org/publications/commentary/rules-infrastructure-stimulus, accessed 7/7/12, JTF]

Even a trillion-dollar infrastructure bill won't cover more than a small fraction of these wish lists from the states, let alone the current $50 billion. Here are four rules responsible legislators should use to decide which projects to fund:

(1) At least half the cost of any project must be spent within nine months after any infrastructure bill passes. It is not enough for projects to be shovel-ready. Many ready-to-go projects will take years to complete. Projects that follow this rule will maximize primary benefits.

(2) Projects must be largely completed within a year to produce secondary benefits that are just as, if not more, important than the primary ones. Transportation projects, for example, will have the greatest stimulative effect if they lead to significant unsubsidized development. Projects following this rule will maximize these secondary benefits.

(3) User fees must cover all operating and most capital costs. Not all infrastructure is created equal. Bridges to nowhere are infrastructure. The dirigible tower on the Empire State Building is infrastructure. To produce secondary effects, infrastructure must be useful to people.

The best test of infrastructure value is whether users are willing to pay for it. The ideal stimulus package would not be grants but low-interest loans to be eventually repaid out of user fees. At the very least, user fees should cover half of construction costs and all future operational costs. Funding projects out of user fees also avoids deficit spending.

Many, if not most, wish-list projects fail this test. House Transportation Committee Chairman James Oberstar, Minnesota Democrat, wants to increase transit's share of federal surface transportation funding from 15 to nearly 30 percent. But transit riders pay only a third of the operating costs and none of the capital costs of transit, while highway users pay 80 to 90 percent of highway costs. This suggests transit will not have anywhere near the stimulative effect of highway spending.

Infrastructure spending is expensive

Palmer, VP Van Scoyoc Associates, 11 (http://www.analytics-magazine.org/july-august-2011/362-public-policy) IGM

The American Society of Civil Engineers (ASCE) estimates it will require $2.2 trillion in spending over the next five years to repair the United States' dilapidated infrastructure. Similarly, the Canadian Federation of Municipalities projected it would cost $123 billion to renew its aging infrastructure. With staggering budget deficits, it's no wonder that the U.S. has consistently earned a "D" average in the ASCE's Report Card for America's Infrastructure — warranting the HISTORY channel to launch a new television series called "Inspector America," which looks at what needs to be fixed in many major cities across the country.
Link – Airport Improvements
Airport improvements are highly expensive

Kirk, AIP, 9
(Robert, Reauthorization Issues for Congress”, http://www.fas.org/sgp/crs/misc/R40608.pdf) IGM

The AIP is a good example of how broader budget issues can have implications for not only a program’s funding level but also the program’s scope and benefit distribution. Should ample revenues be available, the reauthorization of AIP could likely maintain the programmatic status quo with relatively few changes to the program’s structure, although project eligibility criteria could be broadened. Given, however, the recent decline in the uncommitted balance of the aviation trust fund, for the AIP to grow substantially some observers expect that something will have to change in the budgetary environment. Increased tax revenues (either through new taxes, higher fares, or faster economic growth) or an increase in the general fund share would be needed to provide for an AIP increase on the order of the increases initiated by AIR21and maintained in Vision 100.91 Otherwise, any AIP increase would have to come at the expense of other FAA programs. For a variety reasons, some within the transportation community expect budgetary constraints will restrict the size of the AIP budget. As mentioned earlier, the uncommitted balance in the trust fund is much smaller than it was during the last authorization cycle. More money may be needed to fund the F&E component of the FAA budget to support the modernization of the air traffic control system under the Next Generation Air Transportation System (NGATS) and, in a constrained budgetary environment, this could exert downward pressure on the AIP component of the FAA budget. The enforcement of pay-as-you-go rules and a renewed commitment to reduce the federal budget deficit could also make it difficult to increase AIP funding.92 As was mentioned earlier, the annual obligation limitation for AIP has held steady from FY2006-FY2009. The March 2009 Congressional Budget Office (CBO) analysis of the Airport and Airway Trust Fund projects that the uncommitted balance of the fund will drop to just $386 million in FY2010.93 This leaves little room for programmatic expansion for AIP without revenue increases or an expanded general fund contribution to other parts of the FAA budget.

Link – Amtrak

Amtrak costs over 1.7 billion annually just for employee salaries. Benefits equate to 3.2 billion.

DeHaven, Cato Institute budget analyst, ’10 

[Ted, Cato Institute budget analyst on federal and state budget issues, June 2010, Cato Institute, “Privatizing Amtrak,” http://www.downsizinggovernment.org/transportation/amtrak/subsidies/, accessed 7/3/12, JTF]

Another problem that Amtrak management deals with is an expensive and inflexible workforce. Amtrak has about 19,000 employees, about 86 percent of whom are covered by collective bargaining.47 Compensation represents almost half of Amtrak's total operating costs.48 The average Amtrak employee earns more than $91,000 a year in wages and benefits.49

In 2008, Amtrak signed labor agreements with 13 unions that awarded pay increases retroactive from 2002 through 2008.50 It's hard to square such pay increases in a company that operates in the red and can't fund needed maintenance. An Amtrak inspector general report found that even prior to the 2008 pay increases, "the average annual cost of an Amtrak infrastructure worker is 2.3 times that of the average European railroad infrastructure worker."51 The GAO has found that expensive retiree benefits and protections under the federal injury compensation system raise Amtrak's costs compared to non-railroad industries.52

Besides raising compensation costs, Amtrak unions stand in the way of rail efficiency in other ways. Labor unions tend to protect poorly performing workers and push for larger staffing levels than required. Unions generally resist the introduction of new ways of doing things and create a more rule-laden and bureaucratic workplace.

As an example, if Amtrak wants to contract out some of its operations, it has to go through costly negotiations with the unions. Or if Amtrak wants to cut costs by closing a facility, terminated employees are entitled to receive separation benefits for up to five years. According to the GAO, when liquidation of Amtrak was being considered in 2001, employee claims for immediate separation benefits could have been as much as $3.2 billion.53

Link - Bikes

Bike infrastructure is expensive and has no economic benefits

April Streeter, Correspondent, 9, correspondent for Sweden, Norway, and the Baltic nations for Windpower Monthly magazine (“Bike Paths = Green Pork?”, http://www.treehugger.com/corporate-responsibility/bike-paths-green-pork.html) IGM

Obviously, not everyone agrees that the bicycle - and building bicycle infrastructures in American cities to rival those of Amsterdam and Copenhagen - are good ideas. Nor that the bike is an alternative vehicle. Perhaps biking isn't as universally beneficial as the weatherization that Katie Couric called embarrassing. However, not allowing bike paths to be part of infrastructure building seems going a bit far. According to Bike Portland, Senator Jim DeMint introduced an amendment into the stimulus bill on Friday, February 6 that would prohibit funding of of bicycle routes and paths. Here's DeMint in aNewsMax story: "When people see bike trails and hiking trails and golf courses, they know this is not designed to stimulate the economy and create jobs. It's just basically special-interest pork barrel spending." 

Link – Coast Guard

Coast Guard costs 6.92 billion a year.

Committee on Transportation and Infrastructure, 3/8/12

[3/8/12, “Views and Estimates of the Committee on Transportation and Infrastructure for Fiscal Year 2013,” http://republicans.transportation.house.gov/Media/file/112th/EDPBEM/2012-03-08-VIEWS%20AND%20ESTIMATES%20FY%202013.pdf, pg. 11, accessed 7/3/12, JTF]

The President requests $6.79 billion for coast Guard operating expenses, an increase of $36 million (or 0.5 percent) over the FY 2012 enacted level. The Committee recommends funding Coast Guard operating expenses at $6.92 billion, the level authorized for 2013 in H.R. 2838 as passed by the House. These funds are necessary to protect property and human life, defend our borders against drug and migrant smugglers, and secure our ports, and waterways against terrorists.

Link – FAA

The FAA has historically had cost overruns.

Department of Transportation, ’11 

[U.S. Department of Transportation, 6/16/11, “DOT IG REPORT CITES $1 BILLION COST OVERRUN OF AIR TRAFFIC CONTROLLER LABOR AGREEMENT,” http://republicans.transportation.house.gov/News/PRArticle.aspx?NewsID=1311, accessed 7/6/12, JTF]

Washington, DC – Today the Department of Transportation Office of Inspector General (DOT IG) will release a report on the costs associated with the 2009 Federal Aviation Administration (FAA) National Air Traffic Controllers Association (NATCA) Collective Bargaining Agreement (CBA) and warn FAA not to repeat costly mistakes of the past.

In October 2009, the FAA entered into a CBA with the air traffic controllers’ union. U.S. Rep. John L. Mica (R-FL), Chairman of the Transportation and Infrastructure Committee, requested that the DOT OIG review the costs related to the 2009 CBA, given the significant cost overruns associated with the 1998 FAA/NACTA agreement. The DOT OIG’s objectives were to evaluate the accuracy of FAA’s cost estimate of the new CBA, identify contract provisions that could escalate the cost, and determine if FAA has sufficient controls in place to prevent such escalations.

The report determined that the 2009 CBA will cost the FAA $669 million more than it would have cost to extend the 2006 agreement. The OIG found that while FAA’s approach to developing this estimate appears to be reasonable, it includes several provisions that could escalate costs beyond the already high estimation.

Similar provisions in the 1998 FAA/NATCA agreement led to significant additional costs—the FAA’s initial cost estimate for the 1998 agreement was $200 million, but the agreement eventually required more than $1 billion in additional funds. These overruns spurred Chairman Mica’s request that the OIG issue this report now, when the FAA has the opportunity to avoid repeating earlier mistakes.

Link – Highways

User fees don’t shield the link.

de Rugy, George Mason University Mercatus Center senior research fellow, ‘11

[Veronique de Rugy, 6/17/11, Reason.com, “The Facts about Transportation Spending,” http://reason.com/archives/2011/06/17/the-facts-about-transportation/1, accessed 7/5/12, JTF]

In 1957 about 67 percent of highway funds came from user fees. Forty years later the revenue from user fees has shrunk to just 50 percent of total highway funds. Indeed, user fee revenue as a share of total highway-related funds is now at its lowest point since the Interstate Highway System was created.

And the difference is now made up by taxes and fees not directly related to highway use. These include revenue generated by sales and property taxes, general fund appropriations, investment income, and various bond issues.

This growing proportion of non-user revenue reveals a profound shift in the nature of highway funding, and has consequently led to increasing debate about the future of America’s highways. This discussion has also been fueled by the approaching expiration date this September for an important Highway Trust Fund law.
Significant labor and cost needed for highway infrastructure projects

Hecker, GAO, 2 (JayEtta, GAO, “Cost and Oversight Issues on Major Highway and Bridge Projects” pg. 2) IGM
Over the past several years, we have identified problems with the costs and oversight of major highway and bridge projects. In 1997, we reported that the overall amount of and reasons for cost increases on highway and bridge projects could not be determined because data were not readily available from FHWA or the states. We also reported that efforts by Congress to obtain such information had met with limited success. We found, however, on many of the projects for which we could obtain information, that costs had increased, sometimes significantly, and that several factors accounted for the increases. For example, initial cost estimates were not reliable predictors of a project’s total cost or financing needs because they were developed at the environmental review stage and reliable cost estimates were not an objective at that stage. We further reported that cost containment was not an explicit statutory or regulatory goal of FHWA’s oversight; therefore, the agency had done little to ensure that cost containment was an integral part of the states’ project management. Our work identified several options for enhancing the oversight of major projects. Recent reports by DOT’s Office of Inspector General, as well as reviews by state audit and evaluation agencies, have also shown that the escalating costs and management of major projects continue to be a problem.
Highways cost at least 6 million a mile.

Scofield, University of Nebraska Rural Initiative director, ‘08

[Sandra K., chief of staff to former Nebraska Governor Ben Nelson, September 17, 2008, University of Nebraska – Lincoln, “A Crash Course in Infrastructure: Expensive but Essential Components for Rural (and Urban) Nebraska’s Future,” http://digitalcommons.unl.edu/cgi/viewcontent.cgi?article=1001&context=ruralinitiativepubs, pg. 2, accessed 7/2/12, JTF]

As with all physical structures, maintenance of our state and local infrastructure is ongoing and expensive. For example, the cost of building roads has skyrocketed due to inflation in the cost of materials (many are petroleum based) and the cost of energy to complete construction and maintenance projects. Today a four‐lane interstate highway costs about six million per mile to build, and a two lane highway about $1.5 million per mile. Too many people think infrastructure is either free or else don’t think about it all. It’s easy to ignore these big investments when they might be made before a crisis situation exists. Some communities now find themselves with aging infrastructure that they have put off upgrading because of the cost. It’s a big problem. Unfortunately, we’ve underfunded infrastructure at the state and federal level, too. 

Link – Infrastructure Bank

Infrastructure banks kill the economy

Harding, Daily Capitalist, 11 (Jeff, http://dailycapitalist.com/2011/09/18/the-hoax-that-is-the-infrastructure-bank/) IGM

Does anyone seriously believe that the reason we have high unemployment in America is because we have a substandard infrastructure? Apparently the politicians in Washington believe that is so because they are trying to make a case for massive infrastructure spending in order to “create jobs” and to “prepare our economy for the 21st Century.” I was watching that fountain of conventional wisdom, Fareed Zakaria tonight and he seems to buy into this proposition. He interviewed Senator Kay Baily Hutchison about her proposal for an infrastructure bank: The Kerry-Hutchison Bipartisan Infrastructure Bank also known as the BUILD Act. It won’t cost the taxpayers any money, she says, because it is a one-time $10 billion funding of this bank which will lend money for projects. As she says on her web site: The idea of a national infrastructure bank is an innovative way to leverage private-public partnerships and maximize private funding to address our water, transportation, and energy infrastructure needs. In our current fiscal situation, we must be creative in meeting the needs of our country and spurring economic development and job growth, while protecting taxpayers from new federal spending as much as possible. This is viewed as a “sensible and business-like approach” to solving this “problem.” When anyone does reporting on this topic you see shots of China’s high speed trains zooming along as well as Brazil’s new super port that will be “the road to China.” We don’t need any of these things because we have an excellent infrastructure despite what the “experts” say. Most of these experts want to cash in on this spending boondoggle. Let me be clear: not one new job will be created by this infrastructure bank. The truth is, we don’t need it. Our freeways, trucks, railroads, and aircraft do just fine getting around delivering people and goods. I’m not arguing that some things need repair, but that is minor compared to what this Infrastructure Bank envisions. As we all know, like all things run by government, they have let some of our bridges, roads, and schools go into disrepair because they manage it incompetently. While I am sure some kids go to run-down government schools, it’s not the buildings that are the problem, it’s the unions. I haven’t heard that our water supply is unsafe or that anyone has been poisoned by drinking out of the tap (spare me the occasional example, please). Our ports are fine despite the longshoremen’s union. We don’t need high speed trains because they are expensive and inefficient and people will fly instead. Please see Bob Poole’s work at the Reason Foundation if you need confirmation of this fact or on any matter dealing with public transportation. 

Infrastructure bank creates mismanagement and funding shortfalls

Mica 11 (John, T&I, http://www.roadsbridges.com/house-believes-national-infrastructure-bank-not-necessary) IGM

Members of the committee and witnesses highlighted existing federal programs and authorities that could be strengthened to finance infrastructure projects more effectively than simply increasing the size of the government. “If the [Obama] administration’s goal is to get people to work immediately, a National Infrastructure Bank that will require more than a year to create and $270 million to run is not the answer,” said T&I Committee Chair John Mica (R-Fla.). “That is funding that should be used for infrastructure, but would instead be used to create more red tape.” Most at the hearing agreed that the main focus should be on expediting the cumbersome project-approval process, and creating the National Infrastructure Bank would make this goal almost impossible to meet. Rep. John Duncan (R-Tenn.), chairman of the House Highways and Transit Subcommittee, said the Transportation Infrastructure Finance and Innovation Act program (TIFIA) is already doing in essence the job of an infrastructure bank, and that more funding should be devoted to the already established program. “This proposal is simply just another distraction as Congress pushes for a long-term surface transportation reauthorization bill,” said Duncan. “The administration should be focused on helping Congress pass this much overdue legislation and give the states some long-term funding certainty that a National Infrastructure Bank would most certainly not accomplish.”

Link – ITS

ITS is expensive to implement and maintain

Ezell, ITIF, 10 (Steven, “Intelligent Transportation Systems”, pg. 10)
Despite their technical feasibility and significant benefit-cost ratios, many nations under-invest in ITS, partly because there are a significant number of challenges involved in developing and deploying ITS. While some ITS, such as ramp meters or adaptive traffic signals, can be deployed locally and prove effective, the vast majority of ITS applications—and certainly the ones positioned to deliver the most extensive benefits to the transportation network—must operate at scale, often at a national level, and must involve adoption by the overall system and by individual users at the same time to be effective, raising a unique set of system interdependency, network effect, and system coordination challenges. For example, VII systems like IntelliDrive must work on a national basis to be truly effective: it does a driver little good to purchase an IntelliDrive equipped vehicle in one state if it doesn’t work in other states the driver frequents. Likewise, drivers are not likely to demand on-board units capable of displaying real-time traffic information if that information is unavailable. Many ITS systems work optimally at scale: For example, it makes little sense for states to independently develop a vehicle miles traveled usage-fee system because, in addition to requiring an on-board device in vehicles (ideally as part of the original factory-installed the information technology & innovation foundation equipment), VMT requires a satellite system and a back-end payment system, and it makes little sense for states to independently replicate these infrastructure investments. Moreover, auto manufacturers would not want to have to make or install up to 50 different onboard devices to accommodate states’ potentially differing implementations of a VMT system.

Top-heavy bureaucracy and ineffectiveness make TSA expensive.

Department of Transportation ‘12

[U.S. Department of Transportation, 2012, “TSA REFORM,” http://republicans.transportation.house.gov/singlepages.aspx/910, accessed 7/5/12, JTF]

The Transportation Security Agency (TSA), created in 2001 following the 9/11 terrorist attacks, was intended to be a lean security agency with the flexibility to quickly respond and adapt to potential threats of terrorism. Instead TSA has mushroomed into a massive, inflexible, backward-looking bureaucracy of more than 65,000. Over its first ten years of existence, the agency and its numerous failures have cost taxpayers $57 billion.
TSA is a top-heavy agency in need of reform. Its ranks include 3,986 headquarters staff in Washington, DC making $103,852 per year on average, and 9,656 administrators in the field. The agency's primary objectives should be setting security standards, overseeing security performance, and analyzing intelligence, but it has become too focused on maintaining and growing its own bureaucracy. This is an agency that needs to get out of the personnel management business and into the security business.

Link – Federal-state Partnership
Federal-state partnerships are wasteful.

Government Accountability Office ’12

[April 2012, Government Accountability Office, “HIGHWAY INFRASTRUCTURE Federal-State Partnership Produces Benefits and Poses Oversight Risks,” http://www.gao.gov/assets/600/590499.pdf, pg. 20, accessed 7/7/12, JTF]

While successful partnering relationships offer benefits, they also present potential risks, according to the literature we reviewed. First, one partner may grow lax in holding the other to standards. Second, one partner can lose independence in its decisions. We observed cases where FHWA was lax in its oversight by trusting but not verifying state activities and cases where FHWA demonstrated reluctance to take corrective action to bring states back into compliance, which can result in ineffective, wasteful, and potentially improper use of federal funds. We also observed instances in which FHWA sometimes showed a lack of independence in decisions, putting the states’ interests above federal ones, and other instances in which FHWA took extraordinary measures to advance the program to the point of becoming actively and closely involved in implementing solutions to state problems. This can create an inherent conflict when FHWA later must review and approve those actions or review their effectiveness. Despite the risks partnership poses, FHWA has good oversight practices in several areas of the federal-aid highway program.

Link – NextGen

NextGen costs 39 billion.

Holeywell, Governing staff writer, 4/4/12

[Ryan, 4/4/12, Governing, “The $40B Infrastructure Project You Haven't Heard Of,” http://www.governing.com/blogs/fedwatch/the-40-billion-project-you-havent-heard-of.html, Accessed 7/2/12, JTF]

Earlier this month, Governing named NextGen – the federal government’s high-tech plan to upgrade the country’s flight system from one based on radar to satellites – as one of its top five “in limbo” transportation projects.

The project has huge benefits. That switch, along with other technological improvements, would allow for more efficient flight paths, reduced fuel consumption, smaller carbon emissions, and less flight delays. But it comes with a high price tag: FAA estimates that the infrastructure cost of NextGen through 2025 is $15 billion to $20 billion, plus another $19 billion for the cost of equipping airplanes with the requisite technology.

That instantly makes it one of the country's most expensive infrastructure projects, and it's one many people, in a world where the debate about transportation often focuses on highways and transit, often overlook.

Link – Port Security

Port security is impossible – one scanner costs 4.5 million, not including 800,000 in maintenance. The plan also creates bottlenecks which cost 500 billion annually.

Carafano, Kathryn and Shelby Cullom Davis Institute for International Studies Deputy Director, and Zuckerman, Douglas and Sarah Allison Center for Foreign Policy Studies Research assistant, 2/2/12

[James Jay Carafano, and Jessica Zuckerman, Douglas and Sarah Allison Center for Foreign Policy Studies Research assistant, 2/2/12, The Heritage Foundation, “Maritime Cargo Scanning Folly: Bad for the Economy, Wrong for Security,” http://www.heritage.org/research/reports/2012/02/maritime-cargo-port-security-and-the-100-percent-screening-mandate, accessed 7/2/12, JTF]

While screening calls for cargo to be assessed for risk on the basis of contents, origin, and other attributes, scanning means that each of the approximately 11.6 million maritime cargo security containers entering U.S. ports each year must be physically scanned. With many maritime cargo increasingly containerized in recent decades, typical maritime cargo containers often measure some 40 feet in length. One key issue regarding maritime cargo screening is, therefore, one of scale. While the basic technology exists to effectively screen cargo containers, the expanded technology necessary to perform this function on large containerized cargo largely does not.

Cost and infrastructure are also important factors. A single x-ray scanner, the most common technology used for cargo screening, can have a price tag of $4.5 million, plus an estimated annual operating cost of $200,000, not to mention the roughly $600,000 per year for the personnel required to run the equipment and examine the results.[3] Likewise, the mere placement of scanners can also prove to cause logistical problems, as many ports were not built with natural bottlenecks through which all cargo passes. With today’s economy relying heavily on the timely and efficient movement of goods, and such logistical delays could amount to around $500 billion in total profit loss. And once scanning technology is installed, it may encounter multiple problems, such as incompatibility with previous technologies, frequent outages due to weather, and insufficient communication infrastructure to transmit electronic data to the U.S. National Targeting Center-Cargo, where it is assessed.

Port security improvements are high in cost
Wolf, Deputy Political Director ABC News, 6 (Byron, http://abcnews.go.com/US/Politics/ story?id=2425748&page=1) IGM
Despite billions of dollars already spent, he argued, the government can't ensure 100 percent safety. Chertoff probably didn't expect to find himself drawing the analogy between car accidents and port security, but that's what he did in one awkward exchange. He said to the panel that no matter how careful drivers were, people were going to die in car crashes. Then he implied the same was true of port security, suggesting there was no way to entirely safeguard America's ports. The federal government has spent $10 billion on port security since 2004, according to Chertoff. The new bill would allocate nearly $9 billion more over the next five years to beef up security at the nation's ports. While Chertoff encouraged its passage, he tried to convince Sen. Frank Lautenberg, D-N.J., that scanning 100 percent of the cargo coming into the country was logistically impossible. "You know, it's like I get in my car or I put my daughter in my car. I understand it's not 100 percent safe. If I wanted my daughter to be 100 percent safe, I'd put a 5-mile-an-hour speed limit cap on the car, and it wouldn't go more than 5 miles an hour." Noting that the costs would be immense, he also argued against an amendment offered by Sen. Charles Schumer, D-N.Y., that would require screening of all shipping containers coming into the United States. "No matter how hard we may try, we cannot eliminate every possible threat to every individual in every place at every moment. And if we could, it would be at an untenable cost to our liberty and our prosperity," Chertoff said to the committee. "We don't want to undercut our economy while trying to protect it. We also don't want to undercut our civil liberties while trying to protect them."

Link - Port Dredging

Port dredging is expensive 
Darcy, Assistant Secretary of the Army Corps, 11 (Jo-Ellen, republicans.transportation.house.gov/Media/file/TestimonyWater/2011-10-26%20Darcy.pdf) IGM
The Corps is also working with 10 ports on the Atlantic and Gulf coasts to evaluate proposals to deepen or widen their channels. While deepening a Federal navigation channel generally provides economic benefits, from a national perspective some of the proposed investments will provide a greater economic return than others. Also, deepening a channel tends to increase future maintenance costs due to the need to dredge the additional material that accumulates in channels and to construct additional placement sites for this additional material.

Link – Rail

Rail infrastructure costs a ton of money. You should err negative on this issue, empirically rail has always exceeded cost expectations.

Wall Street Journal, 4/15/12

[4/15/12, Wall Street Journal, “Why Your Highway Has Potholes,” http://online.wsj.com/article/SB10001424052702303815404577333631864470566.html, accessed 7/2/12, JTF]

Since 1982 government mass-transit subsidies have totaled $750 billion (in today's dollars), yet the share of travelers using transit has fallen by nearly one-third, according to Heritage Foundation transportation expert Wendell Cox. Federal data indicate that in 2010 in most major cities more people walked to work or telecommuted than used public transit.

Brookings Institution economist Cliff Winston finds that "the cost of building rail systems is notorious for exceeding expectations, while ridership levels tend to be much lower than anticipated." He calculates that the only major U.S. rail system in which the benefits outweigh the government subsidies is San Francisco's BART, and no others are close to break-even.
Link – TSA

TSA SPOT is ineffective and wastes money.

Department of Transportation ‘12

[U.S. Department of Transportation, 2012, “TSA REFORM,” http://republicans.transportation.house.gov/singlepages.aspx/910, accessed 7/5/12, JTF]

The Transportation Security Administration's (TSA) failure to implement an effective behavior detection program for aviation security costs taxpayers approximately $212 million every year. While a properly developed behavior detection program has the potential to provide a valuable layer of security, as it does in some countries, TSA's poorly tested and deployed program, known as the SPOT program, has proven to be expensive and ineffective.
According to the Government Accountability Office (GAO), TSA never scientifically validated the SPOT program, never determined whether the techniques could be applied for counterterrorism or in an airport environment, and never conducted a cost-benefit analysis.

The program's ultimate failure is that it has not identified a single known terrorist. GAO reported that since the program’s inception, at least 17 known terrorists have traveled through eight SPOT airports on 23 different occasions, including Faisal Shahzad, the Times Square Bomber.
Link – VMT

VMT costs millions to install.

Dubay, Heritage Foundation Tax Policy Senior Policy Analyst, ’09

[Curtis, 2/20/09, The Foundry, “Obama Administration Transportation Policy Needs a Jump-start,” http://blog.heritage.org/2009/02/20/obama-administration-transportation-policy-needs-a-jump-start/, accessed 7/2/12, JTF]

The vehicle miles traveled (VMT) tax would fund transportation projects and increase conservation by increasing the cost of driving. It is unnecessary, however, because the gas tax already accomplishes these tasks—and is much cheaper to administer. A VMT would be expensive to implement because every car would need to be fitted with a device that both records miles driven and transmits the information to a government database. This complicated system would cost millions and raise concerns of big brother watching our every movement.
VMT infrastructure is expensive

Frisman, OLR, 1/17 (Paul, OLR http://www.cga.ct.gov/2012/rpt/2012-R-0029.htm) IGM

Although new and improving technology makes a VMT system practical, the CBO report states that “the operational costs of VMT systems are higher then the costs associated with current fuel taxes, and they have high start-up costs as well.” But CBO says there is not much information on how expensive such a system would be. Paying Our Way breaks down the costs of a national system into three components: start-up costs; installing technology in vehicles; and operating costs. The report says start up costs for a national system would be high – preliminary research for the federal DOT estimate that initial costs for hardware, system development, and start-up would be “in the range of $10 billion.” To these must be added the cost of installing GPS technology on vehicles. This cost would depend on whether vehicles already on the road are retrofitted with the devices or whether the technology is installed only in newly manufactured vehicles. Finally, the report says the federal DOT estimated annual operating costs at 1.7% of estimated revenue. “Although this is more than the cost of administering the current motor fuel taxes, estimated at 1.01% of revenues, it would still represent a comparatively inexpensive fee to administer,” the report said. On a state level, the ODOT estimated Oregon's capital costs of $33 million for the initial setup of data transfer and service station infrastructure in that state, but said costs could be greater depending on the level of technology used. It estimated annual operating costs of $1.6 million.
***Internals***

Crowd Out

No short-term benefit—private sector crowd out, call for the graph after the round  

Economist 5-9 (“Crowding out, brought to you by the Fed”, http://www.economist.com/blogs/freeexchange/2012/05/monetary-policy) GSK 
He includes in his post the attached chart, which shows the path of actual and but-for unemployment. Now, we know from research on persistent large output gaps that at high levels of unemployment, the Phillips curve relationship is quite strong. So we would expect a rise in the unemployment rate from 9.4% to 9.8%, like that observed from June to November of 2010, to have a pretty significant disinflationary impact. And indeed, inflation dropped sharply during this period. And it took that significant drop in inflation to cajole the Fed into introducing QE2. Looking at Mr Lahart's chart, we see that the bump in unemployment in the but-for line is smaller and occurs at a lower level than in the actual series, in which government job losses proceed apace. In the but-for case, inflation probably would not have fallen as much, and the Fed might have waited longer to intervene or have intervened more gently or not at all. And in the absence of intervention, private job growth would very likely have deteriorated more, leading to very little net improvement in unemployment. In other words, because the Fed appears to be overwhelmingly focused on keeping inflation at or just below 2%, efforts to boost employment on the public side may simply crowd out private employment growth. We can imagine a similar dynamic playing out last year. By last summer, the gap between the two series grows quite large; where the actual series hovers around 9% for most of the year, the but-for rate sinks to 8.5% and below. At that lower level, the Fed would probably have worried that energy-driven inflation would not quickly subside. It's much harder to imagine the Fed making the current long-term low-rate commitment. With the end-series plummet to 7.1%, it's almost impossible to imagine them sticking with it. The result, again, would be greater scope for private job loss, due to less activity in construction, less commercial investment, and less of a contribution to net exports from downward pressure on the dollar. Based on the way the Fed has behaved, it seems probable that less government job loss would translate directly into more private job loss. The unemployment rate could not now be 7.1%, because the economic path to that rate at this moment is inconsistent with the Fed's primary goals.
Government spending causes private sector crowd out 

Stonebraker 11 (Robert, professor in economics at Winthrop University, “The National Debt: So What?”, Winthrop University, http://faculty.winthrop.edu/stonebrakerr/book/defphob.htm) GSK 
When the government borrows, it competes for scarce loanable funds with private firms that also want to borrow. Like any other market, increased demand creates a shortage that, in turn, drives up prices. When the government wants to borrow, its new demand creates a shortage of loanable funds that drives up the rate of interest. The higher interest rate makes borrowing more costly and discourages private firms from borrowing and investing.  The would-be private borrowers are crowded out of the market. Monies that might have been loaned to finance research and development or new manufacturing capacity in the private sector are loaned to the government instead.  Unfortunately, with less research and development and less manufacturing capacity, productivity and long-run economic growth will suffer.  As a result, current fiscal prolificacy can lower the standard of living our children will enjoy.
Government spending crowds out the private sector 

Messenger News 7-8 (“Spending Isn’t the Answer”, http://www.messengernews.net/page/content.detail/id/549352/Spending-isn-t-the-answer.html?nav=5087) GSK 
The senator believes strongly that keeping spending in line with government revenues is the key to long-term prosperity. He contends that those in government and elsewhere who claim that economic growth and frugal spending are incompatible are quite simply mistaken. "Not only didn't it work, but it made things worse," Grassley said. "All that government spending crowded out private sector activity that would have helped the recovery and saddled our economy and our grandchildren with even more debt. Conversely, reining in government spending will unleash the power of free enterprise to create wealth and grow our economy in ways that no government central planner can." That, of course, is at the heart of the debate between conservatives, such as Grassley, and those who assert more government programs are the key to prosperity. Grassley argues that keeping resources in the private sector is a better growth strategy than increasing the proportion of the economy devoted to governmental projects. "If spending money like water was the answer to our country's problems, we would have no problems now. If ever a nation has spent, spent, spent and spent again, ours has," Grassley said. "Today that dream is over. All of that money has got us nowhere but it still has to come from somewhere." "Those who urge us to relax the squeeze, to spend yet more money indiscriminately in the belief that it will help the unemployed and the small businessman are not being kind, or compassionate, or caring. They are not the friends of the unemployed or the small business. They are asking us to do again the very thing that caused the problems in the first place." Building an economic future based on a firm commitment to the private sector as the engine of growth is by far the best game plan for this nation. Overreliance on government solutions has weakened the American economy. Continuing down that path would be a tragic mistake.
Government spending crowds out private sector investment—interest rates 

Shareholders Unite 7-9 (economic reporting agency of retired economic professors from Amsterdam, “If Only The Government Would Get Out Of The Way ...”, Seeking Alpha, http://seekingalpha.com/article/709971-if-only-the-government-would-get-out-of-the-way) GSK 
If resources are always more or less fully employed, public sector expansion must, by definition, come at the expense of the private sector. One (but only one) of the ways this can happen is public deficit spending driving up interest rates. Here is historian Niall Ferguson in May 2009: only on Planet Econ-101 (the standard macroeconomics course drummed into every US undergraduate) could such a tidal wave of debt issuance exert "no upward pressure on interest rates."
Government spending creates negative feedback and crowd out 

Wolf Jr. 7-2 (Charles, holds the distinguished corporate chair in international economics at the RAND Corporation and is a senior fellow at the Hoover Institution, “Pro-Growth Austerity”, The Weekly Standard, 17(40), http://www.weeklystandard.com/articles/pro-growth-austerity_647784.html?nopager=1) GSK 
Again, we would achieve austerity in debt-financed government spending, while giving an added push to economic growth: Think of it as a “trade-on,” rather than “trade-off.” Finally, focus again on the disaggregated components of demand, rather than on the aggregate, which is the root of the mistaken view that austerity and growth are antonyms. The component parts suggest another opportunity for reinforcing the positive relation between austerity and growth. Debt-financed government spending often has perverse effects on private consumption and private investment. Consumers may respond to additional government outlays by a precautionary rise in savings as a cushion for anticipated higher taxes required to service the added debt in the future. Investors may also worry lest the increase in government spending adversely affect their business planning (for example, the added government spending might help competing producers, or subsidize competing products, or be accompanied by additional regulation that would further inhibit business planning). As a result, potential investors may respond by deferring or diminishing their otherwise intended investment. In the Keynesian vernacular, the “multiplier” may in fact turn out to be negative: The consequence of relaxing government austerity would thus be reduced economic growth. The takeaway point from all the above is that government austerity and economic growth are not antonyms: Austerity in debt-financed government spending complements economic growth, rather than conflicting with it.
Debt Bad/Austerity Good

Deficit spending leads to skyrocketing debt and negative economic impacts in the long-term 

Barro 5-9 (Robert, professor of economics at Harvard, “Robert Barro: Stimulus Spending Keeps Failing”, The Wall Street Journal: Opinion, http://online.wsj.com/article/SB10001424052702304451104577390482019129156.html?mod=WSJ_Opinion_LEADTop) GSK 
The weak economic recovery in the U.S. and the even weaker performance in much of Europe have renewed calls for ending budget austerity and returning to larger fiscal deficits. Curiously, this plea for more fiscal expansion fails to offer any proof that Organization for Economic Cooperation and Development (OECD) countries that chose more budget stimulus have performed better than those that opted for more austerity. Similarly, in the American context, no evidence is offered that past U.S. budget deficits (averaging 9% of GDP between 2009 and 2011) helped to promote the economic recovery. Two interesting European cases are Germany and Sweden, each of which moved toward rough budget balance between 2009 and 2011 while sustaining comparatively strong growth—the average growth rate per year of real GDP for 2010 and 2011 was 3.6% for Germany and 4.9% for Sweden. If austerity is so terrible, how come these two countries have done so well? The OECD countries most clearly in or near renewed recession—Greece, Portugal, Italy, Spain and perhaps Ireland and the Netherlands—are among those with relatively large fiscal deficits. The median of fiscal deficits for these six countries for 2010 and 2011 was 7.9% of GDP. Of course, part of this pattern reflects a positive effect of weak economic growth on deficits, rather than the reverse. But there is nothing in the overall OECD data since 2009 that supports the Keynesian view that fiscal expansion has promoted economic growth. For the U.S., my view is that the large fiscal deficits had a moderately positive effect on GDP growth in 2009, but this effect faded quickly and most likely became negative for 2011 and 2012. Yet many Keynesian economists look at the weak U.S. recovery and conclude that the problem was that the government lacked sufficient commitment to fiscal expansion; it should have been even larger and pursued over an extended period. This viewpoint is dangerously unstable. Every time heightened fiscal deficits fail to produce desirable outcomes, the policy advice is to choose still larger deficits. If, as I believe to be true, fiscal deficits have only a short-run expansionary impact on growth and then become negative, the results from following this policy advice are persistently low economic growth and an exploding ratio of public debt to GDP. The last conclusion is not just academic, because it fits with the behavior of Japan over the past two decades. Once a comparatively low public-debt nation, Japan apparently bought the Keynesian message many years ago. The consequence for today is a ratio of government debt to GDP around 210%—the largest in the world. This vast fiscal expansion didn't avoid two decades of sluggish GDP growth, which averaged less than 1% per year from 1991 to 2011. No doubt, a committed Keynesian would say that Japanese growth would have been even lower without the extraordinary fiscal stimulus—but a little evidence would be nice. Despite the lack of evidence, it is remarkable how much allegiance the Keynesian approach receives from policy makers and economists. I think it's because the Keynesian model addresses important macroeconomic policy issues and is pedagogically beautiful, no doubt reflecting the genius of Keynes. The basic model—government steps in to spend when others won't—can be presented readily to one's mother, who is then likely to buy the conclusions. Keynes worshipers' faith in this model has actually been strengthened by the Great Recession and the associated financial crisis. Yet the empirical support for all this is astonishingly thin. The Keynesian model asks one to turn economic common sense on its head in many ways. For instance, more saving is bad because of the resultant drop in consumer demand, and higher productivity is bad because the increased supply of goods tends to lower the price level, thereby raising the real value of debt. Meanwhile, transfer payments that subsidize unemployment are supposed to lower unemployment, and more government spending is good even if it goes to wasteful projects. Looking forward, there is a lot to say on economic grounds for strengthening fiscal austerity in OECD countries. From a political perspective, however, the movement toward austerity may be difficult to sustain in some countries, notably in France and Greece where leftists and other anti-austerity groups just won elections.
Spending bad for growth—taxes

Salsman 6-26 (Richard, president and chief market strategist of InterMarket Forecasting, Inc, contributor to the NY Times, Forbes and The Economist, “Fiscal Austerity and Economic Prosperity”, Forbes, http://www.forbes.com/sites/richardsalsman/2012/06/26/fiscal-austerity-and-economic-prosperity-pt-iii-why-government-spending-retards-growth/) GSK 
More recently, consider the “stimulus” schemes of Bush–Obama (2008-2012), when U.S. federal spending increased by “only” 25%. In a prior column I explained why these failed miserably and precluded a robust recovery. Krugman complains that the 25% rise was too modest; he wanted a much bigger increase, perhaps double (+50%), or even +100% (the magnitude that deepened and prolonged the Great Depression). Next consider the vast reduction in U.S. federal spending that occurred amid the de-mobilization after World War I; federal spending was slashed 84% from 1919 to 1924, and during that time GDP increased 19%. After World War II spending was cut by 67% in just three years,(from 1945 to 1948, and Keynesians at the time were convinced, based on their bogus magic multiplier, that the private sector economy would unavoidably suffer from such a huge cutback; instead, real GDP grew by 13% in three years (1947-1950), and then accelerated, rising by 22% between 1949 and 1952. Going even further back, after the Civil War, U.S. federal spending was reduced by 79% between 1865 and 1872, and yet real GDP grew by 21% in that time. If the Keynesian “multiplier” myth was even close to the truth, such cuts would have ruined the economy. Did the GDP booms I’ve cited merely reflect the uniqueness of post-war demobilizations? Recall it’s the Keynesians, not I, who insist war outlays “stimulate” growth while post-war cuts hurt it. They’re wrong. Even peacetime spending restraint has been bullish for growth. I’ve studied every 3-year peace-time period since the U.S. founding in 1790, and in cases when federal spending declined, real GDP over the same years grew by 11%, on average, not materially different from the average growth rate recorded in periods of rising spending. Government spending cuts have not been bearish for growth. From 1840 to 1843 U.S. federal spending was cut by 51% while real GDP grew by 11%; from 1866 to 1896 spending declined 38% as GDP grew by 9%; from 1874 to 1877 spending fell 20% as GDP advanced by 9%; from 1899 to 1902 spending dropped by 20%, but GDP rose by 13%; finally, between 1921 and 1924 spending decreased 43%, yet GDP climbed by 23%. No 3-year spending cut has occurred since 1949, and since then, GDP growth has slowed. Let’s leave the Keynesians’ magic kingdom and Mr. Krugman’s fantasy world and enter the world of honest scientific analysis. Many careful studies have been conducted to try and discern whether economies globally (and fiscal balances) have improved or deteriorated in response to “stimulus” and “austerity” programs. Of course, many researchers who still cling to the myth of a magical Keynesian multiplier still define “stimulus” as increases in government deficit-spending, and define “austerity” as less government spending. Missing as an option is the policy mix that we truly need: less government spending and less taxation. But if there’s no government spending multiplier, and if government spending for reasons beyond those absolutely necessary to protect rights (defense, police, courts) only hurts the economy, then excessive government spending will be bearish for growth, and less of it bullish. Likewise, lesser taxation will be bullish for the economy. This is precisely what a growing number of studies have shown. The first was by MIT’s Olivier Blanchard, in 1990. Perhaps the most revealing, a 2009 study by Alberto Alesina (Harvard) and Silvia Ardagna (Merrill Lynch), focused properly on the composition of fiscal programs. Typically such programs are defined by their total effect on budget deficits, not on how that number arises. Alesina and Ardagna instead examined the composition of “stimulus” and “austerity” programs – both the spending and the tax sides – in 21 developed countries between 1970 and 2007. They found that stimulus programs boosted economic growth if they consisted predominantly of tax cuts, but not if they consisted mainly of government spending increases. As for austerity programs, which seek to reduce budget deficits and public debts, Alesina and Ardagna found that they were more likely to succeed if they were based on spending cuts, but not if based on tax increases; also, austerity plans comprised mostly of spending cuts, not tax hikes, were less likely to trigger recessions. Even IMF economists, who tend to be Keynesian, corroborate such findings, for G-7 nations since 1976, in the recent volume, Chipping Away at Public Debt: Sources of Failure and Keys to Success in Fiscal Adjustment (2011).
Deficit spending ties government hands—can`t spend in recessions 

Samuelson 7-8 (Robert, contributing editor of Newsweek and the Washington Post, “1960s deficit spending led to today`s grief”, Denver Post, http://business-news.thestreet.com/denver-post/story/1960s-deficit-spending-led-todays-grief/1) GSK
Now comes Chapter 2: How the retreat from balanced budgets has weakened America's response to today's downturn, the worst since the Great Depression. It has limited government's ability to "stimulate" the economy through higher spending or deeper tax cuts &mdash; or, at least, to have a legitimate debate over these proposals. The careless resort to deficits in the past has made them harder to use in the present, when the justification is stronger. The balanced-budget tradition was never completely rigid. During wars and deep economic downturns, budgets were allowed to sink into deficit. But in normal times, balance was the standard.
Keynesianism wrecks the economy

Samuelson 7-8 (Robert, contributing editor of Newsweek and the Washington Post, “1960s deficit spending led to today`s grief”, Denver Post, http://business-news.thestreet.com/denver-post/story/1960s-deficit-spending-led-todays-grief/1) GSK
We are now facing the consequences of all these permissive deficits. The recovery is lackluster. Economic growth creeps along at 2 percent annually or less. Unemployment has exceeded 8 percent for 41 months. But economic policy seems ineffective. Since late 2008, the Federal Reserve has kept interest rates low. And budget deficits are enormous, about $5.5 trillion since 2008. Only one group of economists has a coherent response: Keynesians. Led by New York Times columnist Paul Krugman, they argue that the deficits haven't been large enough. If consumers and businesses aren't spending enough to revive the economy, government must substitute. Its support would be temporary until more jobs and profits strengthened private spending. Sounds convincing. But it collides with the 1960s' legacy. Running routine deficits meant that the federal debt (all past annual deficits) was already high before the crisis: 41 percent of gross domestic product in 2008. Huge deficits have raised that to about 70 percent of GDP; Krugmanlike proposals would increase debt further.

Balanced budget key to economic recovery 

Samuelson 7-8 (Robert, contributing editor of Newsweek and the Washington Post, “1960s deficit spending led to today`s grief”, Denver Post, http://business-news.thestreet.com/denver-post/story/1960s-deficit-spending-led-todays-grief/1) GSK
Now, imagine that the country had adhered to its balanced-budget tradition before the crisis. Some deficits would have remained, but the cumulative debt would have been much lower. There would have been more room for expansion. The blunder of the '60s has had a long afterlife. Economic policy is trapped between weak demand and the fears of too much debt. Yesterday's Keynesians undercut today's Keynesians. "In the long run, we are all dead," Keynes said. But others are alive &mdash; and suffer from bad decisions made decades ago.
Austerity key to recovery 

Hunt 5-17 (Lacy, executive vice president of Hoisington Investment Management Company - investment adviser specializing in the management of fixed-income portfolios for large institutional clients, "Economic Recovery Via Shared Sacrifice, Cutting Government Spending, Deficit and Debts," Market Oracle,  http://www.marketoracle.co.uk/Article34706.html) GSK
LH: It may occur sooner than we think. If interest rates in the marketplace were to go up 200 basis points, it would add approximately $350B a year to the federal budget deficit. Of course, you'd have to borrow that, and then borrow more and more in succeeding years. So the interest expense is really a potential time bomb. I don't think a rise in long-term rates is at hand, but it's very problematic as we go forward. TGR: You also write about a negative risk premium—when the total return of the S&P 500 is less than the return on long-term Treasuries and thus equity investors aren't being rewarded for the risks they take. It seems to contradict the concept that we're marching toward this bang point. Will the negative risk premium continue until we reach the bang point? LH: First of all, let me explain a bit more about the negative risk premium. We know that over very long periods of time investors in stocks have received a premium over investors in long-term Treasuries. If that didn't hold true over the long run, people wouldn't take the risk. But there have been significant exceptions. Following the build-up of debt in the 1860s and 1870s, we had a 20-year span during which the S&P 500 return was lower than long-term Treasury returns. Then, even though World War II interrupted, another period of negative risk premiums lasted from 1928 to 1948. In both instances, 20 years was a long time to wait for risk to be rewarded. Certainly there were quarters, even years, during those spans when the S&P 500 returns were better than the Treasuries, but when you stand back and you look at the entire period, risk was not rewarded. We've had another massive build-up of debt over the last 20 years, and since 1991 we've been in another negative risk premium cycle. We've past the 20-year point already, and if we continue along the path toward increased indebtedness, we'll extend the negative risk premium interval this time around. I think it will be very difficult for the normal economic conditions to prevail. A lot of the pioneering work on the role of debt was done by Irving Fisher. He thought the economy operated on a normal business cycle model, one to two bad years, four to five good years. The one to two got a little testy, but it was over and you went on. That's why he was fooled by the Great Depression. He freely admitted he was fooled. He made some outrageous statements about the health of the economy in 1929, but he did his mea culpa, reexamined what he thought and concluded that the normal business cycle doesn't work in highly over-indebted situations. In those situations, the indebtedness controls nearly all other economic variables—including the risk premium. The normal bounds don't work, just as they did not work after the panics of 1873, 1929, and 1989, when risk was not rewarded. So by trying to solve this over-indebtedness problem by getting further in debt, the standard of living will not rise and, in the final analysis, the stock market will reflect how well our people are doing. And our people are not doing well. Of course, the bang point is a point of calamitous development, but it would mark the climax of a prolonged period of underperformance and financial risk management. It's not at hand. We have the ability to control it, but we have to have the political will to do so. At present, it doesn't appear to be forthcoming. TGR: You've indicated that the only way for developed nations to get out from under this debt burden is austerity, not inflation or more Quantitative Easing (QE). With the income of average American citizens stagnant, at best, for a decade already, what would spark the political will to force austerity measures on a beleaguered populace? LH: No one wants austerity. Neither the politicians nor the public want it. The McKinsey Global Institute did an outstanding study of what happens to highly overleveraged countries that get into crisis situations. It found 32 cases that have fully played out, starting with the 1930s. In 16 cases of the 32—or half—austerity was required. Only eight cases were resolved by higher inflation, but they were all very small, emerging economies. A small country with no major role in world markets can get away with debasing its currency, but a major player cannot do that.
Austerity key to confidence 

Hunt 5-17 (Lacy, executive vice president of Hoisington Investment Management Company - investment adviser specializing in the management of fixed-income portfolios for large institutional clients, "Economic Recovery Via Shared Sacrifice, Cutting Government Spending, Deficit and Debts," Market Oracle,  http://www.marketoracle.co.uk/Article34706.html) GSK
EK: Is there anything we need but deficit reduction to get growth back on the right path? TC: It’s signals. The number one thing, and I think most economists would agree, confidence matters. If you have negative confidence, then you get much lower growth. If you have positive confidence you get much better growth with the same set of numbers. I think people are so disgusted with Washington that if we send a signal we’re actually going to fix this -- with any combination of tax and spending, remember that I voted for Simpson-Bowles -- we’ll get our mojo back when people have some confidence in the future and see their Congress solving their problems.
Austerity good for growth—infrastructure spending decreases aggregate demand 

Wolf Jr. 7-2 (Charles, holds the distinguished corporate chair in international economics at the RAND Corporation and is a senior fellow at the Hoover Institution, “Pro-Growth Austerity”, The Weekly Standard, 17(40), http://www.weeklystandard.com/articles/pro-growth-austerity_647784.html?nopager=1) GSK 
Austerity and growth are increasingly viewed as opposites: If one is selected, the other must be sacrificed. Policies to promote growth require that austerity in government spending be forgone, while policies that impose austerity in government spending do so at the cost of growth. The inescapability of this trade-off is a firm conviction in much of Europe’s southern tier (“Club Med”) and an emergent belief in the United States. Notwithstanding these constituencies, the belief is wrong. It is based on the simplistic assumption that vigorous recovery from a deep economic recession depends on boosting the amount of total spending—so-called aggregate demand—regardless of the sources and types of this aggregate (whether government or private), how they are financed (by debt or by equity, by accumulated balances or by pension funds), and the differing consequences that may thereby ensue. If, instead, the focus shifts from aggregate demand to disaggregating demand into some of its components, as well as examining the differing benefits and costs that are associated with these components, it is evident that there are many fruitful ways of galvanizing growth while at the same time austerely confining government spending. Austerity and growth can in fact complement one another. Take for example the widespread, bipartisan agreement that the U.S. infrastructure is badly in need of upgrading and maintenance. Our roads, highways, bridges, ports, and airports are embarrassingly shoddy compared with what we experience in traveling abroad (including in many lower-income countries). At the same time as there is a dearth of infrastructure, the balance sheets of corporate America are leavened by more than $2 trillion of cash balances, while the nation’s banks currently hold $1.5 trillion excess reserves, about five times their holdings prior to the recession in 2008. So, abundant liquidity and investable capital are available in U.S. financial and non-financial institutions to finance promising, profitable ventures. If we were to allow for, encourage, and assure the use of tolls and fees to repay investors, the large pool of available liquidity could provide ample commercial funding of infrastructure improvements, without debt-financed government spending. The process could be given a further lift by using a portion of existing highway-tax revenues along with prospective tolls as components of new derivative financial instruments to hedge investors’ risks. 
Debt Ceiling Module 
Deficit reduction key to debt ceiling compromise 

Welna 5/16 (David, NPR, "Debt Ceiling Debate Is Revived In Washington," National Public Radio, http://www.npr.org/2012/05/16/152809395/debt-ceiling-debate-is-revived-in-washington) GSK 

INSKEEP: Let's recall - who could forget - Congress boosted the Treasury's borrowing authority by $2 trillion after a dramatic showdown last summer that also led to the first downgrade ever of the nation's credit rating. But yesterday, the Obama administration said that borrowing authority is set to max out by the end of the year. GREENE: And that prompted House Speaker John Boehner to insist that any increase in the debt limit will have to be matched by even greater cuts in spending. Here's NPR's David Welna. DAVID WELNA, BYLINE: Sometimes it takes a Washington summit to tease out what's coming down the political pike. That's just what happened yesterday in the big auditorium a few blocks from the White House, where administration officials and lawmakers came together for the third annual Peter G. Peterson Foundation Fiscal Summit. Treasury Secretary Timothy Geithner arrived with a warning: The United States, he said, will likely hit its debt limit sometime before the end of the year. SECRETARY TIMOTHY GEITHNER: Only Congress, of course, can act to raise the debt limit and, you know, we hope that they do it this time without the drama and the pain and the damage they caused the country last July. WELNA: Inflicting such pain and damage, Geithner pointedly noted, would not be responsible. House Speaker John Boehner responded a few hours later. REPRESENTATIVE JOHN BOEHNER: Yes, allowing America to default on its debt would be irresponsible. But it would be more irresponsible to raise the debt ceiling without taking dramatic steps to reduce spending and reform the budget process. WELNA: Boehner vowed he'll approach raising the debt ceiling next time the same way he did last year.
Boehner won`t raise the debt ceiling without cuts 

Hooper and Wasson 5/15 (Molly K, and Erik, The Hill, "Speaker Boehner sets stage for another showdown on the debt ceiling," The Hill, http://thehill.com/homenews/house/227441-boehner-spending-cuts-must-accompany-debt-deal) GSK 
House Speaker John Boehner (R-Ohio) will threaten Tuesday that Congress will not raise the debt limit next year without spending cuts greater than the size of the debt ceiling increase. According to excerpts of the remarks Boehner will deliver to the Peter G. Peterson Foundation fiscal summit on Tuesday afternoon, the Ohio lawmaker will "insist on my simple principle of cuts and reforms greater than the debt limit increase. This is the only avenue I see right now to force the elected leadership of this country to solve our structural fiscal imbalance." He will also tell the audience: “We shouldn’t dread the debt limit. We should welcome it. It’s an action-forcing event in a town that has become infamous for inaction. ... Let’s start solving the problem. We can make the bold cuts and reforms necessary to meet this principle, and we must." Last summer's debate over raising the debt limit increase drove the partisan level of hyperbole to a fever pitch as President Obama and congressional leaders negotiated round the clock for a deal that extended the borrowing authority, while requiring more than one trillion in spending cuts.
Debt ceiling increase key to economic recovery 

Pianin 5/16 (Eric, The Fiscal Times, "Boehner to Dems: We Won’t Blink First on Debt Deal," Fiscal Times, http://www.thefiscaltimes.com/Articles/2012/05/16/Boehner-to-Dems-We-Wont-Blink-First-on-Debt-Deal.aspx#page1) GSK
Unless Congress acts before the end of the year, the Bush era tax cuts and scores of other tax provisions are set to expire, literally driving up Americans tax obligations over night, while the first big installment of $1.2 trillion of automatic cuts in domestic and defense programs are set to take effect under sequestration. At the same time, the Treasury will begin bumping up against the current statutory $16.39 trillion debt limit late this year, and will need new authority early next year to continue to borrow and pay interest on the national debt. Federal Reserve Board Chairman Ben Bernanke and other economists have warned that the government could be headed over a “fiscal cliff” that would undermine the fragile economic recovery unless Congress and the White House can reach a compromise on all these matters.
Debt ceiling increase key to avoid debt ceiling reduction and destruction of confidence

Sahadi 5/16 (Jeanne, CNN Money reporter, "Fiscal cliff: What you need to know," CNN Money, http://money.cnn.com/2012/05/16/news/economy/fiscal-cliff/index.htm)GSK
What's at stake in a debt ceiling showdown? When and how the debt ceiling is raised will matter. Last year, the fight was ugly and protracted. The end result: a first-ever downgrade of the U.S. credit rating by Standard & Poor's, which cited political brinksmanship as the chief cause, and one of the most volatile weeks in recent history for world stock markets. There's no reason to believe this year would be any different if the fight again becomes ugly and protracted, especially since it may get tangled up with the fiscal cliff debate, which will also weigh on investors and credit rating agencies.  
***AFF***

Econ Low  

Economic collapse by September without intervention

Melendez 6-29 (Eleazar, writer for IBT, “Collapse Of Financial System Will Come In August, Maybe September: Market-Watchers”, International Business Times, http://www.ibtimes.com/articles/357971/20120629/economy-collapse-prediction-august-september.htm) GSK 
Disappointed by the lack of aggressive action by the U.S. Federal Reserve at the meeting of its powerful rate-setting committee last week, and assuming a wait-and-see posture on results from this week's European summit, pessimistic market-watchers are turning once again to guessing when the clock atop the euro zone time-bomb will finally run to 0. The consensus? The world economy has entered a final countdown with three months left, and investors should pencil in a collapse in either August or September. Citing a theory he has been espousing since 2010 that predicts "a future lack of policy flexibility from the monetary and fiscal side," Jim Reid, a strategist at Deutsche Bank, wrote a note Tuesday that gloated "it feels like Europe has proved us right." "The U.S. has the ability to disprove the universal nature of our theory," Reid wrote, but "if this U.S. cycle is of completely average length as seen using the last 158 years of history (33 cycles), then the next recession should start by the end of August." Reid is not the only one on Wall Street invoking history to predict a late-summer crisis. Since the employment data starting looking pear-shaped in April, economists and strategists have been quick to point out that 2012 is, in economic terms, a deja vú to 2011, when unexpectedly strong gains in manufacturing and employment during the first three months of the year fizzled coming in the summer. Those holding on to the "mirror image" theory point out that, if the pattern continues, things will turn sour very quickly sometime in August or September. To wit, August 2011 was the month that brought the Standard and Poor's downgrade of the U.S. sovereign credit rating and accompanying volatility in the equity markets. It was also the month the European Central Bank acknowledged just how badly the situation was going in Europe, stepping in to buy sovereign bonds.

Fiscal cliff causes economic collapse 

Sinai and Thorning 6-28 (Allen is Chief Global Economist/Strategist and President of Decision Economics, Inc., Margo is senior vice president and chief economist with the American Council for Capital Formation and director of research for its public policy think tank, “The Horrific Accident Awaiting Us Over The Fiscal Cliff”, Forbes, http://www.forbes.com/sites/realspin/2012/06/28/the-horrific-accident-awaiting-us-over-the-fiscal-cliff/) GSK
With the U.S. elections rapidly approaching, only to be quickly followed by the “Bush tax cuts” expiring at the end of the year in the absence of action by the President and a soon-to-be lame duck Congress, the reality is that failure to confront this deadline will result in a wave of tax spikes that will cause heavy job losses, reduce economic activity significantly, and produce a hit to financial markets that could set the economy off into another recessionary tailspin. Our focus is on the tax piece of the “Fiscal Cliff.” Stark political lines have been drawn. Republicans have called for a quick, temporary across-the-board extension for all tax cuts until real tax reform can be undertaken. President Obama and Democratic leaders are amenable to temporary extensions but are standing firm against extending any tax cuts for the wealthy. The stakes are extremely high in this game of political poker, so it is important to know the ramifications of the bets, particularly when it comes to the potential substantial costs of inaction. Decision Economics, Inc. (DE) undertook an economic study to examine the potential effects of various scenarios where the legislated tax-rate increases on income, dividends, capital gains and social security take place. If policymakers cannot come to an agreement and the country wakes up on January 1, 2013 to large tax increases, the impacts would be dramatic and sobering; indeed, perhaps even before as financial markets anticipate the deadly possibility. Job Losses: Large declines in persons working, over 1 million estimated in 2013 and in excess of 3.5 million in 2014. The unemployment rate would rise 0.4 percentage points in 2013 and an extremely large 1.5 percentage points in each of 2014 and 2015. This would move the unemployment rate toward 9%, reversing its intended direction of movement and worsening the already negative economic, political and societal consequences of a continuing depressed jobs market. Declines in Economic Growth: Significant declines in real economic growth of 2.6, 3.3, and 0.5 percentage points over 2013 to 2015—up to $855 billion of lost output, which would take the economy into negative territory and another recession. Lower Consumption Spending: Lower consumption spending, down about $1 trillion per year, on average, over 2013-17, beginning with a relatively small decline of $343 billion in 2013 and jumping to $1.2 trillion in 2015. Reduced Capital Spending: Substantial hits to business capital spending with losses of $13.4 billion in 2013, $68.5 billion in 2014, and $95.2 billion in 2015. Financial Market Disarray: Reduced employment, reduced consumer spending and reduced capital spending with major negative effects on corporate earnings. The stock market very likely would sell off sharply, estimated at nearly 18% per year over 2013 to 2017. This represents real money being lost in the retirement and pension accounts of ordinary Americans. Deficits and Debt: Even worse, the intended aim of the tax increases to reduce deficits and debt relative-to-GDP would be overwhelmed by the losses of real GDP and much lower prices, after the first year, ex-post, with higher deficits and higher debt-to-GDP ratios, not lower. This austerity program of tax increases, like the now-discredited austerity used in the Eurozone, would prove totally counterproductive just as it has there. Rather than improve the federal budget position, it would worsen, with the same negative interaction of fiscal restraint on economic activity than GDP with fewer tax receipts than originally expected, along with problems for financial institutions and a need to consolidate balance sheets in a collapsing world.
Economic decline now—Europe and China 

Vigna 7-2 (Paul, WSJ economic correspondent, “Global Economy Catching Europe’s Cold”, Wall Street Journal Market Beat, http://blogs.wsj.com/marketbeat/2012/07/02/global-economy-catching-europes-cold/) GSK
But Europe still has a battered economy that is infecting the rest of the globe, as a series of manufacturing reports out of Asia, Europe, and the U.S. made abundantly clear today. They all pointed to the same thing: The manufacturing sector is slowing down. “Clearly this is the biggest sign yet that the U.S. is catching the slowdown that is well underway in Europe and China,” Capital Economics’s senior U.S. economist, Paul Dales, wrote. “But it is worth remembering that a reading of below 47.0 is required to be consistent with another recession. This means the index is still consistent with a growing economy, albeit at an annualised rate of a little below 1%.” This is going to be a problem for stocks. As we pointed out this morning, with Friday’s rally, the S&P 500 had broken out of a dogged range. The upside may not last long if all the world’s major economies slide into recession or something indistinguishable from it when seen with the naked eye. Goldman Sachs, for one, still expects the S&P 500 will end the year around 1250. While stocks were busy gyrating like mad last week, the U.S. Treasury market was moving far more cautiously, and today’s the 10-year yield is back at red-light level 1.57%. Yields on Spanish and Italian bonds came down sharply after the summit, and that’s good inasmuch as it takes the imminent-collapse threat off the table. Keep a close eye on those yields. The bottom line is simple: All the world’s major economies are slowing down in concert, with Europe’s never-ending crisis and expanding recession the catalyst, and that’s something that’s hard to just turn around. The evidence for this has been building for months; the markets, gripped as they were with the drama in Europe, lost sight of this. “The global slowdown caught up with US manufacturing in June. The US still looks in better shape than the rest of the world, but the headline ISM manufacturing index joined many similar indexes elsewhere in the world below the breakeven 50-mark,” IHS’s chief U.S. economist, Nigel Gault, wrote. It’s harder to say which was the bigger surprise, China or the U.S. or Germany. Clearly, the U.S. ISM manufacturing survey caught a lot of people off guard (although not folks like the ECRI, who have already predicted another recession, or anybody paying attention to the regional Fed reports). Germany’s manufacturing sector saw its sharpest rate of deceleration in three years. But China might take the cake. For China, the ramifications are larger. There’s a decent chance Chinese GDP could slip under 7% in the second quarter. If it stays there, there will be problems. J.P. Morgan thinks second-quarter GDP will come in around 6.6%, but sees 2012 GDP at 7.7%. As we noted last month, 7% is a line in the sand for the Chinese economy; sub-7% is hard landing territory. Jobs creation stops, and that can cause even bigger ripples politically than economically. The Chinese government has a tenuous agreement with its citizenry that rests mostly on continued, steady economic growth. If that disappears, you’re looking at social upheaval in a totalitarian state.
Econ decline now—manufacturing 

Hauser 7-2 (Christine, reporter for the NY Times, “U.S. Manufacturing Slips, Weighing on Stocks”, New York Times, http://www.nytimes.com/2012/07/03/business/economy/us-manufacturing-slips.html?_r=1) GSK
Manufacturing activity in the United States declined in June, making it the first monthly contraction since 2009, partly because of a slowdown in orders from Asia and Europe, according to a national survey released on Monday. The Institute for Supply Management said its index registered 49.7 in June, the first time since July 2009 that it had fallen below 50, the level that separates a manufacturing expansion from a manufacturing contraction. The index was 53.5 in May. I.S.M. compiles the data from its survey of about 350 of the nation’s supply executives, representing 18 industries ranging from furniture makers to beverage producers.
Econ collapse now—multiple reasons 

AP 7-2 (“Outlook for US economy dims as manufacturing shrinks for the first time in nearly 3 years”, Washington Post With Bloomberg, http://www.washingtonpost.com/business/economy/report-us-manufacturing-shrinks-for-first-time-in-nearly-2-years-as-new-orders-drop-sharply/2012/07/02/gJQAcqZAIW_story.html) GSK
WASHINGTON — U.S. manufacturing shrank in June for the first time in nearly three years, adding to signs that economic growth is weakening. Production and exports declined, and the number of new orders plunged, according to a monthly report released Monday by the Institute for Supply Management. Unemployment rose in 18 states in May, as well as nationally. Fewer jobs were created than in any other month of the past year. Is the U.S. economic recovery stalling?: The Labor Department reported June 1 that the nation’s economy added only 69,000 jobs in May, bringing the unemployment rate to 8.2 percent. Here, a look at the fallout from our troubled economy and the troubles of economies overseas. The slowdown comes as U.S. employers have scaled back hiring, consumers have turned more cautious, Europe faces a recession and manufacturing has slowed in big countries like China. “This is not good,” said Dan Greenhaus, chief economic strategist at BTIG, an institutional brokerage. Though the report “does not mean recession for the broader economy, it is still a terribly weak number.” The trade group of purchasing managers said its index of manufacturing activity fell to 49.7. That’s down from 53.5 in May. And it’s the lowest reading since July 2009, a month after the Great Recession officially ended. Readings below 50 indicate contraction. Economists said the manufacturing figures were consistent with growth at an annual rate of 1.5 percent or less. That would be down from the January-March quarter’s already tepid annual pace of 1.9 percent. “Our forecast that the U.S. will grow by around 2 percent this year is now looking a bit optimistic,” said Paul Dales, an economist at Capital Economics.
Econ decline now—consumer and business confidence 

AP 7-2 (“Outlook for US economy dims as manufacturing shrinks for the first time in nearly 3 years”, Washington Post With Bloomberg, http://www.washingtonpost.com/business/economy/report-us-manufacturing-shrinks-for-first-time-in-nearly-2-years-as-new-orders-drop-sharply/2012/07/02/gJQAcqZAIW_story.html) GSK
Still, U.S. manufacturing, which has helped drive growth since the recession ended, is faltering at a precarious time. Americans have pulled back on spending, which drives roughly 70 percent of growth. Europe’s economy is likely in recession, which has hurt U.S. exports. And China’s manufacturing sector grew in June at its slowest pace in seven months, according to a survey released Sunday by the state-affiliated China Federation of Logistics and Purchasing. Manufacturing will likely stay weak for the next few months. The ISM’s gauge of new orders, a measure of future activity, plunged from 60.1 to 47.8. That’s the first time it has fallen below 50 since April 2009, when the economy was still in recession. Fewer new orders reflect growing concerns of businesses. In addition to slower global growth and less spending by U.S. consumers, many companies worry that U.S. lawmakers won’t extend a package of tax cuts at the end of the year. Bricklin Dwyer, an economist at BNP Paribas, said the uncertainty “has left businesses unwilling to invest.” A gauge of production in the ISM’s survey fell to its lowest level in more than three years. U.S. factories are also reporting less overseas demand. A measure of exports dropped to 47.5, its lowest level since April 2009.
Economic collapse by the end of the year—fiscal cliff and no business confidence 

Economist 6-16 (“America’s budget woes: Shift this cliff”, http://www.economist.com/node/21556956) GSK 
WHEN quarrelling politicians got into a deadlock in 2010 and again last year over how to close America’s gaping budget deficit, they picked the easy way out. They applied temporary patches that would expire after this November’s presidential and congressional elections. For the political parties, this made sense. Then as now, they seemed incapable of compromise. Democrats were hostile to spending cuts; Republicans as fond of tax increases as they were of flag-burning. Rather than moderate their views, both sides preferred to fight it out during an election campaign. For the country, however, the strategy has been costly. The temporary patches postponed a premature fiscal tightening, but created a fiscal “cliff” at the end of this year. It included the reimposition of the taxes that George W. Bush cut, an increase (in effect) in payroll taxes and a string of across-the-board spending cuts (“sequesters”). You do not have to be Sherlock Holmes to see that wrestling on a cliff-edge is dangerous. Altogether America is set to see a fiscal tightening equivalent to some 5% of GDP. That is easily enough to tip the economy, which is expected to grow by 2.2% this year, back into recession. Around the same time, the Treasury’s legal authority to keep borrowing more will run out. The last time Congress squabbled over raising this “debt ceiling”, one credit-rating agency stripped America of its precious AAA rating, spooking the markets. With the euro wobbling and emerging markets slowing, businesses are fearful. The cliff adds another huge uncertainty, discouraging companies from investing or hiring until they can see the future more clearly (see article).
Economic decline now—confidence 

Economist 6-16 (“The cloud of uncertainty: Dithering in the dark”, http://www.economist.com/node/21556930) GSK 
EUROPE teeters at the edge of an economic abyss, its fate in the hands of political leaders at odds over how to solve the continent’s twin debt and bank crises. America may be pushed over a “fiscal cliff” at the end of the year by political dysfunction. And even China, although unlikely to take a deep dive, is hostage to the will and ability of its government to stimulate growth. More than at any point in recent history, the global economy’s fate is tied to the capriciousness of policymakers. How much does such uncertainty cost? Anecdotal evidence suggests that it costs a lot. Customers of Cisco Systems, the world’s biggest maker of internet gear, are taking longer to make decisions, according to John Chambers, the company’s boss. Their orders tend to be smaller than before, and to require more in-house approvals. They say they are planning to buy more stuff later this year, reported Mr Chambers recently, but “then in the very next breath they say it depends on what happens on a global and macro scale.” In Europe firms must reckon not only with recession but also with the risk that their investments may be redenominated in a different currency or locked in by capital controls. Robert Bergqvist of SEB, a Swedish bank, says that several Swedish corporate customers have put investment projects on hold because they don’t know how the euro crisis will unfold. If America falls over the “fiscal cliff”, it would suffer a fiscal squeeze of 5% of GDP, easily enough to push the economy into recession. Last summer, as America’s government came perilously close to exhausting its legal authority to borrow, Barack Obama and Republicans in Congress could not resolve their fiscal differences. Instead, they kicked the can down the road, agreeing on huge automatic spending cuts that would start on January 2nd, just as all of George Bush’s tax cuts are due to expire, along with a separate temporary payroll tax cut. No deal to avoid this double whammy is likely before the November 6th election. So any firm that sells to the federal government is left in limbo. Mike Lawrie, head of Computer Sciences Corporation, a big technology-services firm, recently told investors: “I just don’t know what’s going to happen...None of us [knows].” The debt-ceiling showdown makes last summer’s weak economy weaker, said James Tisch, the boss of Loews Corporation, a conglomerate, last month. And “this fiscal cliff is the summer of ’11 but on steroids.” Economists have long suspected that uncertainty could hurt growth. John Maynard Keynes said investment was based on expectations that are “subject to sudden and violent changes”. In a 1980 paper Ben Bernanke, now chairman of the Federal Reserve, formalised this effect: since most investment is irreversible, uncertainty “increases the value of waiting for new information [and thus] retards the current rate of investment.” In the 1990s Avinash Dixit and Robert Pindyck went further, making an analogy between an investment opportunity and a stock option, the value of which rises with the volatility of the stock price but disappears once the option is exercised. If an investment is irreversible, uncertainty raises the value of hoarding cash and waiting to see what happens. Gauging the fog Quantifying uncertainty is a more recent sport. To measure it, Nick Bloom and Scott Baker of Stanford University and Steve Davis of the University of Chicago constructed an index. It counts how often uncertainty related to policy is mentioned in newspapers, the number of temporary provisions in the tax code and the degree to which forecasts of inflation and federal spending differ from each other. That index hit its highest in 25 years during last summer’s debt-ceiling battle and remains high (by contrast, the Vix index of stock market volatility, a conventional gauge of uncertainty, remains below its peak of 2009; see chart). A simpler index for Europe that tracks news reports of uncertainty has similarly spiked. Mr Bloom and his co-authors fed their index into a model of growth that seeks to filter out purely economic factors by controlling for interest rates and stock prices. They conclude that the rise in uncertainty between 2006 and 2011 reduced real GDP by 3.2% and cost 2.3m jobs.
Fiscal cliff collapses defense contractors 

Lydon 6-28 (Tom, writer for ETF Trends, “Aerospace and Defense ETFs Face U.S. Fiscal Cliff”, ETF Trends, http://www.etftrends.com/2012/06/aerospace-and-defense-etfs-face-u-s-fiscal-cliff/) GSK
The defense sector would likely take the brunt of the hit, accounting for half of the budget cuts. About $500 billion in defense spending would be phased out over the next 10 years, with $55 billion immediately cut next year. In a recent study conducted by National Association of Manufacturers, over 1 million private sector jobs could disappear by 2014 due to the poor fiscal budget. The job loss would translate to a 0.7% rise in unemployment and up to a 1% drop in GDP. Lockheed Martin (NYSE: LMT) has already warned that the majority of its 100,000 workforce is at risk due to federal budget cuts to defense. Additionally, other defense companies will also likely diminish their workforce in light of the constrained budget.
Won`t avoid fiscal cliff—can`t compromise 

Javers 6-26 (Eamon, CNBC DC correspondent, “Former Obama Advisor: 'Fiscal Cliff' Plunge Likely”, CNBC, http://www.cnbc.com/id/47961747) GSK
Everyone is talking about the looming “fiscal cliff,” but just how likely is the United States to go careening over it? Pretty likely, says former Obama economic advisor Jared Bernstein. In an interview, Bernstein said no matter who wins the Presidency this fall, the fiscal cliff may be unavoidable. “If you actually play out the difference scenarios here, the President wins, Romney wins — it’s hard to see that we don’t go off this fiscal cliff,” Bernstein said. “Because I don’t see how this compromise gets made.”

Economic collapse by the end of the year—they don’t account for Wall Street ignorance

Gandel 6-28 (Stephen, senior editor for CNN Money, “Wall Street still ignoring the fiscal cliff”, CNN Money, http://finance.fortune.cnn.com/2012/06/28/wall-street-still-ignoring-the-fiscal-cliff/) GSK
Fortune -- Here we go again. Wall Street has a history of not focusing on bad news until it's too late. Then panic ensues. We might be seeing that pattern again with the so-called fiscal cliff. A recent survey found that 93% of top Wall Street strategists and economists still aren't factoring into their estimates for next year the epic mix of tax increases and spending cuts that are expected to kick in January 1. The question is whether Wall Street is correctly handicapping the fiscal cliff, or just being ignorant. "It's clear that a large percentage of Wall Street doesn't expect us to go over the fiscal cliff," says Randell Moore, who is the editor of the Blue Chip Economic Indicators, which runs the highly regarded monthly survey of Wall Street strategists. "That may be optimistic, but that's their forecast."
Will go over fiscal cliff now—Congress perceives it as a blank slate

Dixon and Cowan 7-1 (Kim, Reuters correspondent and Richard, journalist for Reuters, “Analysis: Jumping off the fiscal cliff”, Chicago Tribune, http://articles.chicagotribune.com/2012-07-01/news/sns-rt-us-usa-taxes-fiscalcliffbre860023-20120630_1_tax-cuts-tax-plan-tax-hikes) GSK
WASHINGTON (Reuters) - Members of Congress from both parties are increasingly mulling the unthinkable: going home in December without acting to avoid the $4 trillion in tax hikes and deep spending cuts known as the fiscal cliff. Neither Democrats nor Republicans claim this is their preferred option, as it could rattle global financial markets badly and anger their constituents. But as they circle each other in an ever-more partisan atmosphere they see little prospect for a settlement acceptable to both parties in the lame duck session of Congress after the November 6 election. That is when they confront the wave of fiscal cliff decisions including how to handle expiration of temporary tax cuts that originated during the presidency of George W. Bush, $1.2 trillion in automatic spending cuts and the need to raise the debt ceiling again. Some members and partisan strategists are concluding that they might be better off doing nothing. They would come back in January with a new Congress relatively flush with cash - at least on paper - from the impact of the tax hikes; hit reset and start over to structure a new series of tax cuts. Call them the "Obama tax cuts" or "Romney tax cuts," depending on the victor in the November election.
Decline coming now—taxes and spending cuts

Reuters 7-2 (“Fiscal policy likely to drag on growth: Fed paper”, Chicago Times Business, http://www.chicagotribune.com/business/sns-rt-us-usa-fed-fiscalbre8610zu-20120702,0,4557603.story) GSK
CHICAGO (Reuters) - Fiscal policy in coming months and years is likely to tighten more quickly than would be expected given historical patterns, dragging down economic growth, a paper published Monday by the Federal Reserve Bank of San Francisco said. A raft of spending cuts and tax increases set to come into force by the end of 2012 could push the United States off a so-called fiscal cliff and into recession, the Congressional Budget Office has projected. But even if U.S. lawmakers avert a sharp contraction in fiscal policy, federal spending and tax rises will increasingly weigh on economic growth, starting this year and continuing for the next several years, the San Francisco Fed economists said in the paper. That's a sharp turnaround from recent years, when federal spending was much more generous than what historical trends suggest should be expected in the aftermath of a recession, even such a severe one, the research shows. "The tailwinds fiscal policy provided to economic growth during the Great Recession and the first few years of recovery have shifted direction," wrote Brian Lucking, a research associate at the San Francisco Fed, and Dan Wilson, a senior economist there, in the latest edition of the regional Fed bank's Economic Letter. "Going forward, the forecast calls for fiscal headwinds." Fed Chairman Ben Bernanke and other Fed officials have warned about the damage that tight fiscal policy could have, even as the U.S. central bank takes unprecedented steps to loosen monetary policy to goose the lackluster recovery.
No Link – Generic

The plan is a drop in the bucket – transportation infrastructure investment is less than 1% of the GDP.

Baker, Center for Economic and Policy Research co-director, 6/28/12

[Dean, Center for Economic and Policy Research co-director, 6/28/12, CEPR, “Transportation Spending: How About Some Context?,” http://www.cepr.net/index.php/blogs/beat-the-press/transportation-spending-how-about-some-context, accessed 7/5/12, JTF]

"A group co-chaired by former transportation secretaries Samuel K. Skinner and Norman Y. Mineta has estimated that an additional $134 billion to $262 billion must be spent per year through 2035 to rebuild and improve roads, rail systems and air transportation." Let's see, $134 billion to $262 billion per year over the next 22 years, is that a lot or is it a little? I really doubt that even 1 percent of the readers of the Post has any idea how much money is involved here. If you added or subtracted a zero from these numbers it would probably look the same to most readers. Suppose we put that as a share of GDP, this would be something like 0.6 to 1.2 percent of GDP over this period. (I'm assuming that these are nominal numbers, but the article doesn't tell us and the report is horribly written so I couldn't find the numbers upfront.) Or, the piece could have told readers that this was between 3 and 6 percent of projected federal spending over this period.
Link Turn – Maintenance

Transportation maintenance projects promote short-term job growth.

Wachs, UC Berkeley Civil and Environmental Engineering professor emeritus, ’11

[Martin, Professor Emeritus of Civil and Environmental Engineering and City and Regional Planning at the University of California, Berkeley, former Director of the Institute of Transportation Studies and of the University of California Transportation Center. He is also former Chair of the Department of Urban Planning at UCLA Senior Research Associate at the RAND Corporation, Spring 2011, Access, “Transportation, Jobs, and Economic Growth, volume: 38, http://www.uctc.net/access/38/access38_transportation_growth.pdf, pg. 13, accessed 7/5/12, JTF]

To create or preserve jobs in the short term, it might be more effective to use federal dollars to subsidize the operations and maintenance of transportation systems. Dollars spent on operating bus lines, for example, are spent largely on labor and thus quickly recirculate in the local economy. By contrast, dollars spent on capital or construction projects may include costly expenditures on concrete and steel imported from outside the US. However, statutes and regulations limit the use of federal funds to cover operating and maintenance costs. These limitations stem from the belief that operating subsidies discourage efﬁciency by inviting those who operate the systems to rely on the subsidies instead of cutting their costs or increasing their revenues from tolls or fares. 
Spending K ( Econ

Transportation investments return more than triple money invested

Cohen et al 12 (Isabelle, Thomas Freiling, Eric Robinson, AED, “The Economic Impact and Financing of Infrastructure Spending” pg. 2) IGM
The results of the research demonstrate that infrastructure investment has important benefits beyond the well-known and positive economic, public health, social, national security, and environmental impacts. Infrastructure investment is different than other types of government spending. Building a new road, bridge, sewer, or runway is more akin to buying a business asset that generates economic activity and returns revenues to the investor. For example, our researchers determined that over a 20-year period, generalized public investment generates an accumulated $3.21 of economic activity per dollar spent, which yields $.96 in tax revenues. 2 As part of their effort to “dynamically score” infrastructure investment, the TJPPP team by necessity looked at related issues. They evaluated the short- and long-run economic effects of investment, examined how one dollar spent on infrastructure ripples through various sectors of the economy, and even considered ways to fund additional infrastructure investment. 
Investments return double profits in the short-term

Cohen et al 12 (Isabelle, Thomas Freiling, Eric Robinson, AED, “The Economic Impact and Financing of Infrastructure Spending” pg. 2) IGM
The goal of this report is to understand the short- and long-term effects of public infrastructure spending on the U.S. economy, as well as to contribute new suggestions towards alternative financing of future road construction. Estimated Short-Run Effects In the short-run, a dollar spent on infrastructure construction produces roughly double the initial spending in ultimate economic output. The biggest effects of infrastructure spending occur in the manufacturing and business services sectors. In better economic times, spending on infrastructure construction generates a larger return. Yet even in a recession, the overall effects of initial spending still double output as they ripple through the economy. Estimated Long-Run Effects Over a twenty-year period, generalized ‘public investment’ generates an accumulated $3.21 of activity per $1.00 spent. Over twenty years, investing $1.00 in highways and streets returns approximately $0.35 in tax revenue to federal and state/local governments, of which $0.23 specifically accrues at the federal level. Over twenty years, investing $1.00 in sewer systems and water infrastructure returns a full $2.03 in tax revenue to federal and state/local governments, of which $1.35 specifically accrues at the federal level. Spending on public infrastructure stimulates the U.S. economy in the short-run. Investing in infrastructure goes beyond mere improvements to the quality of roads, highways, sewers, and power plants. These investments also generate significant economic returns for other portions of the U.S. economy and substantially increase ultimate tax revenue for the government. In order to adequately fund public infrastructure, the U.S. must seek innovative new funding mechanisms that do not burden rising deficits, and likely must stimulate the private sector. Programs like public-private partnerships, individual and corporate contributions to road financing and user fee lanes are potential mechanisms through which public spending on infrastructure can be supplemented beyond the gas tax.
Transportation key to economy – efficiency

Bronzini 12 (Michael, PhD, P.E, “Surface Transportation: The Case For Growth” pg 3) IGM
Transportation has a definite and provable link to economic development. A vacant piece of land will be developed to its best and highest use only to the extent that it is accessible to potential users. Other things being equal, locations that are more accessible to more people and businesses have higher economic value, as reflected in land prices and rents, than other properties that are less accessible. To see this one needs only to look at virtually any modern large metropolitan area, where development density and building heights are the highest at the area’s central point and other highly accessible nodes of development. More formally, using input-output analysis and other economic models it can be shown that lowering production costs through investments in transportation makes an economy more efficient, permitting more output and a higher gross regional product than would otherwise occur. For example, a recent study by Fuller (2011) for the Virginia Secretary of Transportation showed that investing in 16 proposed Virginia Public Private Transportation Act projects would expand Virginia’s post-construction economy by $4.1 billion annually and support more than 56,000 additional jobs in the Commonwealth.
Lack of infrastructure spending threatens economy

Bronzini 12 (Michael, PhD, P.E, “Surface Transportation: The Case for Growth” pg 4) IGM
Based on the foregoing survey of the current surface transportation policy issues and discussion of the history and forces that have brought us to this point we offer the following policy conclusions:  Surface transportation has a significant--even vital--role in supporting and facilitating modern industrial and agricultural societies, so fostering cost-effective transportation systems should be a national priority.  Surface transportation investments have demonstrable economic and social benefits that go well beyond the sums invested. These benefits include net increases in economic 16 output and productivity, improved national security and disaster response, and equitable access to economic and social opportunities for our citizens.  Governments at all levels are the primary providers and maintainers of most of the highway, public transit, and maritime surface transportation infrastructure, and that role must continue since the private sector will not on its own provide the necessary national and regional interconnected networks of transportation services. That being said, the private sector does have an important and increasingly larger role in financing (and sometimes operating) critical infrastructure projects, and governments need to form effective public-private partnerships to better leverage their surface transportation financial resources.  Public investments in surface transportation have been lagging needs for several decades, to the point where our crumbling and congested infrastructure threatens our economic and social well being and our competitiveness in world markets. While some gains can be made through better use of existing revenue, rehabilitating the existing system and investing in our future will require spending that is tens of $billions per year above recent levels.
Transportation infrastructure investment solves unemployment

Boushey 11 (Heather, Senior Economist, http://www.americanprogress.org/issues/2011/09/aja_infrastructure.html) IGM
Infrastructure is a good investment now because it will get people to work, and at this point, given the lingering high unemployment, we shouldn’t be too concerned if projects take a bit of time to get up and running. As Mark Zandi said in August 2011: Infrastructure development has a large bang for the buck, particularly now when there are so many unemployed construction workers. It also has the potential for helping more remote hard-pressed regional economies and has long-lasting economic benefits. It is difficult to get such projects up and running quickly—“shovel ready” is in most cases a misnomer—but given that unemployment is sure to be a problem for years to come, this does not seem in the current context as significant a drawback.[16] We can create jobs. With nearly 14 million Americans unemployed, now is the time to make long-lasting investments in infrastructure that will not only get people to work today but pave the way for long-term economic growth. Repairing potholes, upgrading an elementary school’s aging furnace, and replacing old water mains are all infrastructure investments. These are repairs that must be done and are often cheaper to do as maintenance than waiting to repair a totally failed system. Now is the right time for America to invest in maintaining and upgrading our infrastructure. We have millions of American workers who want to get off the unemployment queue and into a job and borrowing costs at decade lows, making it extraordinarily cost effective to make big investments today.

Transportation boosts the economy more than all other forms of spending 
Boushey 11 (Heather, Senior Economist, http://www.americanprogress.org/issues/2011/09/aja_infrastructure.html) IGM
Analysis of all fiscal stimulus policies shows a higher “multiplier” from infrastructure spending than other kinds of government spending, such as tax cuts, meaning that infrastructure dollars flow through the economy and create more jobs than other kinds of spending. Economist Mark Zandi found, for example, that every dollar of government spending boosts the economy by $1.44, whereas every dollar spent on a refundable lump-sum tax rebate adds $1.22 to the economy.[7] In a separate study conducted before the Great Recession, economists James Heintz and Robert Pollin of the University of Massachusetts, Amherst, found that infrastructure investment spending in general creates about 18,000 total jobs for every $1 billion in new investment spending. This number include jobs directly created by hiring for the specific project, jobs indirectly created by supplier firms, and jobs induced when workers go out and spend their paychecks and boost their local economy.[8] Investing in transportation infrastructure in particular boosts employment. The Federal Highway Administration periodically estimates the impact of highway spending on direct employment, defined as jobs created by the firms working on a given project; on supporting jobs, including those in firms supplying materials and equipment for projects; and on indirect employment generated when those in the first two groups make consumer purchases with their paychecks. In 2007, $1 billion in federal highway expenditures supported about 30,000 jobs—10,300 in construction, 4,675 in supporting industries, and 15,094 in induced employment.[9] Investing in infrastructure not only creates jobs; it increases the productivity of businesses small, medium, and large. At the most basic level, infrastructure investments make it possible for firms to rely on well-maintained roads to move their goods, on an electricity grid that is always on to run their factories, and water mains that provide a steady stream of clean water to supply their restaurants. There is a large body of empirical work that documents this. Although the specific effect differs across studies, European Investment Bank economists Ward Romp and Jakob de Haan conclude that “there is now more consensus than in the past that public capital furthers economic growth.”[10] Because infrastructure investments create jobs and boost productivity, these investments have historically had bipartisan support. In early 2011, for example, AFL-CIO President Richard Trumka and U.S. Chamber of Commerce President Thomas Donohue issued a joint statement in favor of greater infrastructure investment in the near-term: “With the U.S. Chamber of Commerce and the AFL-CIO standing together to support job creation, we hope that Democrats and Republicans in Congress will also join together to build America’s infrastructure.”[11]
Transportation investment key to job creation and economic growth

Boushey 11 (Heather, Senior Economist, http://www.americanprogress.org/issues/2011/09/aja_infrastructure.html) IGM
Investing in infrastructure creates jobs and yields lasting benefits for the economy, including increasing growth in the long run. Upgrading roads, bridges, and other basic infrastructure creates jobs now by putting people to work earning good, middle-class incomes, which expands the consumer base for businesses. These kinds of investments also pave the way for long-term economic growth by lowering the cost of doing business and making U.S. companies more competitive. There is ample empirical evidence that investment in infrastructure creates jobs. In particular, investments made over the past couple of years have saved or created millions of U.S. jobs. Increased investments in infrastructure by the Department of Transportation and other agencies due to the American Recovery and Reinvestment Act saved or created 1.1 million jobs in the construction industry and 400,000 jobs in manufacturing by March 2011, according to San Francisco Federal Reserve Bank economist Daniel Wilson.[1] Although infrastructure spending began with government dollars, these investments created jobs throughout the economy, mostly in the private sector.[2] Infrastructure projects have created jobs in communities nationwide. Recovery funds improved drinking and wastewater systems, fixed bridges and roads, and rehabilitated airports and shipyards across the nation. Some examples of high-impact infrastructure projects that have proceeded as a result of Recovery Act funding include: An expansion of a kilometer-long tunnel in Oakland, California, that connects two busy communities through a mountain.[3] An expansion and rehabilitation of the I-76/Vare Avenue Bridge in Philadelphia and 141 other bridge upgrades that supported nearly 4,000 jobs in Pennsylvania in July 2011.[4] The construction of new railway lines to serve the city of Pharr, Texas, as well as other infrastructure projects in that state that have saved or created more than 149,000 jobs through the end of 2010.[5] Infrastructure investments are an especially cost-effective way to boost job creation with scare government funds. Economists James Feyrer and Bruce Sacerdote found for example that at the peak of the Recovery Act’s effect, 12.3 jobs were created for every $100,000 spent by the Department of Transportation and the Department of Energy—much of which was for infrastructure.[6] These two agencies spent $24.7 billion in Recovery dollars through September 2010, 82 percent of which was transportation spending. This implies a total of more than 3 million jobs created or saved.

Transportation infrastructure spending uniquely key to the economy

Tyson 11 (Laura D’andrea, Haas School, Berkeley, Chairwoman under  Clinton, http://economix.blogs.nytimes.com/2011/10/21/the-infrastructure-two-fer-jobs-now-and-future-growth/) IGM
Two credible reports issued last week present compelling and complementary cases for infrastructure investment and should be required reading by members of Congress before their next vote on President Obama’s American Jobs Act. One report was from President Obama’s Council on Jobs and Competitiveness (on which I serve), a nonpartisan group of business and labor leaders, and the other from the New America Foundation, an influential Washington think tank. According to nonpartisan economic forecasters, the jobs act, which proposes about $90 billion in infrastructure spending as part of a $450 billion package of tax cuts and spending, would create about two million jobs. Echoing the views of many economists, the foundation report asserts: “Long-term investment in public infrastructure is the best way to simultaneously create jobs, crowd in private investment, make the economy more productive and generate a multiplier of growth in other sectors of the economy.” In less technical language, the council’s report makes the same point, arguing that infrastructure investment is a “twofer” that creates jobs in the near term and promotes competitiveness and productivity in the long term. Both reports provide sobering evidence of the growing deficiencies of infrastructure in the United States, which millions of Americans experience every day in traffic and airport delays, crumbling and structurally unsafe schools and unreliable train and public transit systems. These deficiencies impose significant costs on the economy. For example, the Department of Transportation estimates that freight bottlenecks cost the American economy about $200 billion a year, the equivalent of more than 1 percent of gross domestic product; the Federal Aviation Administration estimates that air traffic delays cost the economy nearly $33 billion a year. Both reports cite a study by the American Society of Civil Engineers that documents a five-year gap of more than $1.1 trillion between the amount needed for maintenance and improvements of the nation’s public infrastructure and the amount of public funds available for such investment.
Transportation increases economic growth – efficiency and jobs

Wachs 11 (Martin, RAND “Transportation, Jobs, and Economic Growth” pg. 2) IGM
Sound transportation investments lower the costs of moving people and goods. This increases economic productivity, which roughly can be measured as the output of goods and services per dollar of private and public investment. And improved productivity leads to a higher standard of living. Because productivity is a central component of economic growth, it should be of major concern when assessing the value of transportation expenditures. It is important to focus on improving productivity even when policymakers strive to serve other important long-term transportation objectives, such as improving safety, energy independence, and environmental sustainability. High-productivity transportation investments increase connectivity and reduce congestion; by doing so they improve economic well-being. Short-term job creation, while vitally important to economic recovery, should not cause us to ignore the longer-term view. Building the Interstate Highway System created many construction jobs, but it would be a huge mistake to interpret that employment as the system’s contribution to the economy. Workers who drew salaries from the construction program beneﬁtted, but far less than the travelers and shippers of goods who have used those facilities every day for six decades. On a smaller scale, while the Golden Gate and San Francisco-Oakland Bay Bridges were both built during the Great Depression in part to create jobs, their combined value to the Bay Area’s economy over eight decades clearly dwarfs the beneﬁts from initial construction jobs.
Transportation investment creates jobs and economic prosperity
Nelson et al. 9 (Arthur, Geoffrey Anderson, Keith Bartholomew, Pamela Perlich, Thomas W. Sanchez, Reid Ewing, University of Utah,  “The Best Stimulus For The Money” pg. 1) IGM

The tens of billions in federal stimulus funds for transportation, coming to states and regions at a  time of substantial budget difficulties, adds urgency to the question “what is the best use of  transportation dollars?” Transportation touches all aspects of our communities, but the current  economic downturn and the stimulus have placed an extra emphasis on the economic purposes  of transportation investments. Two economic goals have been paramount:  1. put as many people to work as quickly as possible, and  2. make the investments that best position the nation for long term prosperity. With respect to the first goal, much has been made of “shovel ready” projects—those projects  that can be started immediately.  The speed goal of “shovel ready” has been embraced by states  and regions across the country. The second goal has occupied a decidedly secondary position.   There has been relatively little debate over the location and types of transportation investment  that do the most to prepare the country for long‐term economic prosperity. Where discussions  have occurred they tend to be cursory and anecdotal. Either it has been assumed that all “shovel  ready” projects inevitably contribute equally to long term prosperity, or it has been asserted that  selecting for the projects that do the most to position the country for long term prosperity will  slow the rate at which new money puts people to work. Are all transportation projects of equal value to long‐term economic growth? If not, is it possible  to select projects with better return and still move money and employ people in the economy  quickly? Smart Growth America commissioned the following papers to answer these questions.   The findings are encouraging. The research shows there is ample opportunity to pursue long  term prosperity through projects that are “shovel ready”—provided we pick the right projects.   The research results are doubly encouraging because, though immediate economic needs have  taken center stage, transportation’s impact on equity, neighborhoods, energy security, and the  environment remains. Real‐world results show that transportation projects that help the nation  meet these broader challenges are frequently the same projects that deliver the best short‐term  job production and long term economic returns.
Transportation projects show economic benefits in the long and short term
Nelson et al. 9 (Arthur, Geoffrey Anderson, Keith Bartholomew, Pamela Perlich, Thomas W. Sanchez, Reid Ewing, PhD’s University of Utah,  “The Best Stimulus For The Money” pg. 5) IGM
Transportation infrastructure projects create a range of short and long run economic impacts. This  paper focuses on the near term national employment impacts of both construction and repair of  transportation infrastructure. The bottom line is that construction, expansion, and repair of these  projects directly create jobs at the work site, as well as at the many firms that provide the necessary  materials, equipment, and services required to complete the projects. These supply chains  especially reach into the manufacturing sectors, but others are reached as well. Because wages in  the heavy construction sector exceed those of many other sectors, this leads to higher household  incomes than would have been the case if stimulus spending were targeted at lower wage  industries. These higher household incomes finance additional downstream spending that, in turn,  creates employment. The immediacy of the employment creation, in combination with relatively  high wages in the heavy construction sector and extensive domestic supply chains, result in  effectively more stimulus per‐dollar‐invested than many alternative uses. Of course transit and  road projects have longer‐term economic impacts as well as implications for regional economic  viability and development. This paper considers the very narrowly defined short run job and  income creation resulting from alternative government fiscal policies.   
Transportation investments are a net gain for the economy
Nelson et al. 9 (Arthur, Geoffrey Anderson, Keith Bartholomew, Pamela Perlich, Thomas W. Sanchez, Reid Ewing, PhD’s University of Utah,  “The Best Stimulus For The Money” pg. 7) IGM
Their results indicate that for each $1 billion in infrastructure investment, direct and indirect  employment effects range from 9,932 to 17,784, with mass transit at the high end. Including  induced effects yields a total employment impact of 14,747 to 22,849 with mass transit again  having the highest employment impact. When assuming inputs are all domestic, the employment  impacts further increase by 4 percent. This results in a total employment impact ranging from  15,337 to 23,763. Within the transportation infrastructure, mass transit and repair of roads and  bridges generate the largest impacts. In fact, according to this work, mass transit generates 5,377 or  31 percent more jobs than new construction of roads and bridges per $1 billion spent. Repair work  on roads and bridges generates 2,845 or 16 percent more jobs than new bridge and  road construction. 
Transportation investment generates high short term benefits
Nelson et al. 9 (Arthur, Geoffrey Anderson, Keith Bartholomew, Pamela Perlich, Thomas W. Sanchez, Reid Ewing, PhD’s University of Utah,  “The Best Stimulus For The Money” pg. 9) IGM
It is clear that spending on infrastructure in general and transportation projects in particular, does  generate significant short run economic impacts. Once these projects are initiated, there is a short  lag time to employment creation. Employment and income impacts of transportation projects are  relatively large as compared to many other spending alternatives for two reasons: First, heavy  construction jobs generate relatively high wages. Second, there is an extensive domestic supply  chain of required inputs that generates significant demand from manufacturing and other sectors.  Among transportation infrastructure projects, mass transit projects generated the greatest short  run economic impacts. Repair of existing roads and bridges results in higher short run economic  impacts than new road construction. 
Lack of transportation spending kills economy - empirics

Aschauer 91 (David, American Public Transit Association, “Transportation Spending and Economic Growth” pg 1) IGM

Transportation spending has always been a major catalyst in the long term development of the United States economy. The Erie Canal, the Federal Road, and the Interstate Highway are a merely few of the transportation projects which have been significant importance to the nation’s economic expansion since Colonial times. However, the past couple of decades has witnessed a decline in the number of new transportation projects to only a few a year. For example, since 1960 highway spending by state and local governments has slid from nearly 2 percent of gross national product to just over 1 percent of output. This trend is reflective of a broader slump in public investment, with public investment in infrastructure (including not only surface and air transportation but also water and sewer systems and electrical and gas facilities) falling from around 4 percent of output to just over 2 percent.
AT: Debt Ceiling Module 
Debt Ceiling- Inevitable

Debt ceiling deal is inevitable no matter who gets elected. 

Yglesias, American political blogger, 5/11 (Matthew, 5-11-12, The Slate Group, LLC, “America's Looming Default Crisis,” http://www.slate.com/articles/business/moneybox/2012/05/debt_ceiling_fiasco_house_republicans_just_reneged_on_the_debt_ceiling_deal_making_a_default_in_2013_almost_inevitable_.html, accessed 7-11-12, AS).
The Obama administration, if it still exists, is going to have no choice but to insist on a “clean” increase in the debt ceiling and watch a terrifying game of chicken unfold. Even if one side does back down, it would only come at the eleventh hour. There’s considerable evidence from the last showdown that the mere uncertainty and anxiety did measureable harm to the economy, and people will be even more nervous this time around. And if we do go over the cliff, then nobody really knows what will happen—but it’s unlikely to be good. On occasion I’ve raised the possibility to administration officials of financing the government with large-denomination platinum coins, always receiving laughter in response. But if the president gets re-elected, that may well be the best option we have. Alternatively—though it seems wrong to use the irresponsibility and recklessness of his co-partisans as an argument for his election—we can just hope that Romney wins in November and spares us the trouble.
The debt ceiling will inevitably be raised before August 2nd.

Lillis, The Hill, 11 (Mike, 7-24-11, Capitol Hill Publishing Corp., “Boehner's office: Two-step process to raise debt ceiling now 'inevitable',” http://thehill.com/homenews/house/173139-boehners-office-two-vote-process-inevitable-on-debt-limit, accessed 7-11-12, AS).

Boehner also criticized President Obama's call for a debt-ceiling deal that would last beyond the next election season. “The president’s worried about his next election, but my God, shouldn't we be worried about the country?” Boehner said. In a statement, Boehner spokesman Michael Steel said, "The Democrats who run Washington have refused to offer a plan. ... Now, as a result, a two-step process is inevitable." House Republican lawmakers are set to participate in a conference call with GOP leaders at 4:30 p.m. Sunday, according to a source notified of the second such meeting in as many days. The source anticipates Boehner will speak about a deal reached by congressional leaders to raise the debt ceiling before the Aug. 2 deadline. 
Spending not k/ to Debt Ceiling

Spending behavior does not affect Debt Ceiling

Carney, Senior Editor of CNBC.com, 11 (John, 7-29-11, CNBC LLC, “It's a Debt Ceiling, Not a Spending Ceiling!,” http://www.cnbc.com/id/43947999/It_s_a_Debt_Ceiling_Not_a_Spending_Ceiling, accessed 7-11-12, AS).
But all this discussion of the 14th Amendment ignores something even more fundamental: Obama doesn’t need to issue debt to keep funding all government obligations. The debt ceiling places a limit on how much debt the Treasury Department may issue. It does not say anything about spending and does not prohibit the government from spending in excess of its revenue. In other words, on Aug. 3 there’s no legal reason why the Obama administration cannot go right on spending exactly as if the debt ceiling did not exist. Because the debt ceiling is a limitation on borrowing and not on spending.
Debt ceiling deal does not include spending cuts.

Huffington Post, 11 (8-1-11, TheHuffingtonPost.com, Inc, “Debt Ceiling Deal: Almost No Spending Cuts Before 2014,” http://www.huffingtonpost.com/2011/08/01/no-significant-cuts-until-2014_n_915188.html, accessed 7-11-12, AS). 
WASHINGTON (AP) — The first phase of a deal to raise the government's borrowing limit would pose little threat to the economy in the short term because almost none of the spending cuts would occur before 2014. Discretionary spending, which excludes Social Security, Medicare and Medicaid, would be cut by $21 billion in 2012 and $42 billion in 2013, according to an analysis by the Congressional Budget Office. That's a small fraction of the nation's $14 trillion economy. "The immediate economic impact of the ... deal should be relatively minor," Brian Gardner, an analyst at Keefe, Bruyette and Woods, said in a research note. "As is usually the case, most of the cuts" have been put off for several years.
Debt Ceiling will not happen

Debt ceiling will not get raised- multiple warrants.

Henes, Kirkland and Ellis LLP, 11 (Jonathan S., 7-21-11, CNBC, “Henes: Five Reasons Why the Debt Ceiling May Not Get Raised,” http://www.cnbc.com/id/43844341/Henes_Five_Reasons_Why_the_Debt_Ceiling_May_Not_Get_Raised, accessed 7-11-12, AS).
Here are the top five reasons the debt ceiling may not get raised. #1 - There Is No Passable Legislation on the Table. While the "Gang of Six" framework plan has the apparent support of the Senate and the White House, it has not been drafted into actual legislation and would require heavy negotiations for it to be ready for prime time. Plus, it does not have the support of the House Republicans or the House Democrats. The "cut, cap and balance" plan, which was passed by the House yesterday, has virtually no chance of getting through the Senate or obtaining the President’s signature. And, the McConnell plan will not get past the House Republicans. #2 - A Short Term Increase Requires an Unlikely Long Term Deal-in-Principle. President Obama will only agree to a short term debt ceiling increase if it is tied to the signing of a long term agreement. The President is demanding an agreement on major spending cuts and tax increases. However, it seems unlikely that a long-term deal with all of the stakeholders will be reached. There are too many ideological differences and political considerations. #3 - The House Republicans May Just Say No. To raise the debt ceiling (without invoking the 14th Amendment as discussed below), the House Republican leadership and a sufficient number of House Republicans need to support a bill to raise the debt ceiling. If the House Republicans remain steadfast to their "cut, cap and balance" plan, which is a real possibility, then the debt ceiling will not get raised. And, Speaker of the House Boehner needs to play a careful game. While he may want to agree to a compromise, he will need to gain the full support of his Republican constituency before striking a deal. Without a majority of the House Republicans behind him, he may not be Speaker for too much longer. #4 - Failing to Raise the Debt Ceiling May Be Good for President Obama's Re-Election Chances. Today, we are living with the “Obama Economy”. Despite the stimulus packages and other spending, the unemployment rate is at 9.2%, underemployment is at 18.3% and the economy grew at a tepid 1.8% in the second quarter of 2011. All signals are that the economy will not grow significantly before the 2012 elections and unemployment will remain stubbornly high. In the debt ceiling debate, President Obama is calling for significant spending cuts, but he wants to couple those cuts with tax reform. He has argued that it is fair to increase taxes on private jet owners and hedge fund managers. If the House Republicans hold their breath and vote against the raising of the debt ceiling, President Obama may be able to change the label from the “Obama Economy” to the “House Republican Economy”. This could make his campaign easier and focus economic blame on the Republicans. #5 - President Obama May Not Invoke the 14th Amendment. Bill Clinton has said he would use the 14th Amendment "without hesitation" to raise the debt ceiling. Section 4 of the 14th Amendment states that "the validity of the public debt of the United States . . . shall not be questioned." President Clinton's position is that voting to raise the debt ceiling is not to keep increasing deficit spending but to raise the money necessary to pay for obligations already incurred. According to the Bipartisan Policy Center's "Debt Limit Analysis," if the debt ceiling is not raised, then on August 3rd, the United States will be $20 billion in the hole. Specifically, on August 3rd, the United States brings in $12 billion of revenues and owes $32 billion, including $23 billion of social security payments. However, despite President Clinton's arguments, many Congressional Republicans disagree, and it is uncertain whether President Obama would take the political risk of raising the debt ceiling without a bi-partisan deal.
Won’t be raised- Lindsey Graham

Alvarez, Journalist, 11 (Alex, 7-12-11, Mediaite, LLC, “Lindsey Graham On Odds Of Raising The Debt Ceiling: ‘If I Were A Betting Man, I’d Bet No’,” http://www.mediaite.com/tv/lindsey-graham-on-odds-of-raising-the-debt-ceiling-if-i-were-a-betting-man-id-bet-no/, accessed 7-11-12, AS). 

Today, Republican Senator Lindsey Graham told ABC’s Jonathan Karl (while seated in what I initially, and excitedly, mistook for a carnival ride) that he “bets” the debt ceiling will not be raised August 2nd and that the United States will very likely default on its debt. He explained his reasoning: Because, how do you get there from here? How do you get the debt ceiling raised? The President says he’s not going to do a short-term extension, our guys are saying we’re not going to generate any new revenue, they’re saying we’re not going to do it without new revenue. Well, somebody’s got to blink here. The middle ground, to me, would be to take money you generate from closing loopholes, apply it to the deficit as well as reducing tax rates. That’s the only middle ground I see. Graham also believes we’re due to face a “disaster” either way, regardless of whether talks drag on or the debt ceiling is raised.
No Impact to the Debt Ceiling

Not raising the debt ceiling does not cause default.

Reed, American author and investor, 11 (John T., 7-13-11, John T. Reed, “Not raising the debt ceiling will not cause default,” http://johntreed.com/headline/2011/07/13/not-raising-the-debt-ceiling-will-not-cause-default/, accessed 7-10-12, AS).
I have explained this before, so have a number of pundits, but the Democrats persist in lying about it and many, including Republicans repeat the lie. Bill O’Reilly, who says he is an independent, but who seems right wing, repeats the lie. The truth is: 1. There will be no default on U.S. government bond payments because of a refusal to raise the debt ceiling. Very simply, tax revenues are far more than enough to pay debt payments. Pay attention to cable TV for a hour or so and they will give you the actual numbers. Page A4 of the 7/14/11 Wall Street Journal has them. 2. How the various financial markets will react to refusal to raise the debt ceiling is unknown. O’Reilly says the Dow will fall 1,000 points. If he really knows that, he should short a Dow index.

