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***FILE EXPLANATION***

First day, first lecture, dHeidt said that this year’s topic is about Economics and Jobs – this file is an attempt to delve into this debate. First – some economics basics; then how the files are structured; third, what is to come.
Some Basics (by the way, when I say “Basics” – this is GROSSLY oversimplified, to the point of distortion, for the point of Introduction only. I apologize, but cannot write an hour long thesis…)  
The Affirmative is going to claim to help the economy. There are two basic claims present – 1. That infrastructure is key to the economy – that roads/rails/ports are key to the flow of goods/workers/etc, and that deteriorating infrastructure harms the Productivity of the economy by disrupting the Flow of goods. This is the Long Term part of the advantage – it requires the Roads/Rails/Ports to be built and work. 2. The second claim will be that Infrastructure investment is a Stimulus to the economy – that it will put people to work building roads/rails/ports, that it will increase demand for materials to build these projects, like steel, concrete, etc, and that Federal spending has a multiplier effect – that it will induce states/consumers to increase their spending. This Stimulus effect is Short Term – it occurs when Building the infrastructure projects, and is used by the aff to get short term solvency to outweigh spending. This Second claim is the part that this Disad is designed to counter.
Basics – there are two ways to Stimulate the economy (GROSS oversimplification) – The affirmative is a Fiscal Stimulus, also known as a Spending Stimulus, or a Keynesian Stimulus (named after a guy named Keynes – he’s dead) or a Demand Side Stimulus. The basic argument is that when a recession occurs, there is a drop in Demand for products, because consumers and businesses cannot afford to buy them. Therefore, the government has to step in to counter this cycle by spending more to create demand – both by creating demand for materials like steel and concrete, etc, and by increasing jobs, which gives the people who get the jobs more money which they will spend as Consumers. Increasing Demand will prime the pump of the economy – give it  a jump start. 
There is a different school of economics that Rejects the ideas behind Keynesian economics – the Supply Siders, Hayakian/Ricardian/Friedmanian (remember the guy in the lecture who asked about a Full Fledged Hayakian attack on case? This is what he was talking about. Also, no one would ever say “Friedmanian.”) Instead of using Fiscal Policy, they would use Monetary Policy to stimulate the economy. Fiscal Policy is government’s ability to Spend Money. Monetary policy is the Government’s ability to control the Money supply, by increasing or decreasing Interest Rates, or by Printing Money, etc. The supply side stimulus strategy would say that if the government can induce businesses to expand, by Reducing Interest Rates, which makes Business Loans cheaper, or by reducing regulations or taxes or some other method – if the government can stimulate businesses to expand, they will hire more people, which will expand employment and spark a recovery. This was known as the Trickle Down theory during the Reagan years. To give you some political context, Liberals (generally) favor Fiscal/Keynesian policy, and conservatives generally support Monetary/Supply Side policy – although that is not absolute – Clinton was less Keynesian, but in today’s spectrum, Obama is Fiscal/Demand Side, and the GOP is Monetary/Supply Side. 
Both sides are concerned about the trade-off/link between Inflation and Employment – the Phillips Curve (an economic theory/graph thought up by someone named Phillips, who is dead) says that Inflation and Employment trade off – that increasing employment increases inflation, and that when inflation goes down, that pushes employment down. That makes some sense – when there are more people with more jobs and therefore more money, they increase demand for products, so businesses can charge more for them, and need to to pay for more workers, etc. Each side is concerned about how to best balance these – Keynesians are worried Most about Employment, and Monetarists are worried Mostly about Inflation (GROSS oversimplification). 
Which brings us to our argument – the affirmative spends money to stimulate jobs and therefore consumer demand for products to help the economy. The negative will say that this actually Hurts the economy because it increases Inflation – More Jobs increases inflation (Phillips Curve), More Demand pushes up Prices, and more Gov’t Spending increases the Money supply in the economy, which dilutes the purchasing power of the existing money supply (that is the definition of Inflation). The negative will say that increasing inflation hurts the economy more than the jobs help the economy. 
How to Use this File: 

If they don’t have an economy/stimulus advantage, then you can run the disad off case. Probs won’t happen often – if they don’t have an economy advantage, odds are they don’t hire many people.
If they have an economy/stimulus advantage, you have two options – Run it off case as a disad, or to run it on case as a turn to their advantage. (remember – no double turns – you cannot say that plan decreases jobs with this disad). The Off Case version may make the debate “Cleaner” by organizing it well; the On Case version is much more In Depth – it goes into all of the ways in which inflation hurts the economy and distorts the stimulus – it does this by not having Initial links (the Aff will already be saying that they increase employment and demand) or terminal impacts (those are also in the 1AC). This part of the file also has a Lot of general “Keynesianism Wrong/Fails” and “Stimulus Fails” cards in it – we couldn’t help coming across a tonne of those, and they are all interrelated anyway.
The Affirmative file is pretty standard, except that the turns to the disad are mostly made up of the Job Stimulus and Demand Stimulus good for economy arguments that are already in the aff, so many of those cards can just be incorporated into the advantage. There is also a substantial amount of Keynesianism Good / Stimulus Good detail work there that also helps the advantage. In addition, the Wage Deflation argument can function as an advantage itself – it is just a reason why inflation, particularly wage inflation, is good for the economy now, because we are more at a risk of Deflation now than Inflation. 
DO NOT USE THIS INTRODUCTION AS YOUR OVERVIEW – IT WOULD BE WAY TOO LONG.

To come: we are putting together some Monetary Policy or Supply Side methods to stimulate the economy, hopefully without increasing Inflation.
This file was written by:

Alex Petros

Rakin Nasar

Dale Brinsky

Katherine Gao

Lauren Knudson
Harry Aaronson

Manojram Somasundaram
***SHELL***

1NC – Inflation

A. Uniqueness – the Economy is improving slowly now - inflation is currently low, and employment is growing slowly

Yellen, June 2012- Vice Chair of the Federal Reserve [Janet, 6/6/12, “Perspectives on Monetary Policy”, Acessed 6/21/12, http://www.federalreserve.gov/newsevents/speech/yellen20120606a.htm]
In my remarks tonight, I will describe my perspective on monetary policy. To begin, however, I'll highlight some of the current conditions and key features of the economic outlook that shape my views. To anticipate the main points, the economy appears to be expanding at a moderate pace. The unemployment rate is almost 1 percentage point lower than it was a year ago, but we are still far from full employment. Looking ahead, I anticipate that significant headwinds will continue to restrain the pace of the recovery so that the remaining employment gap is likely to close only slowly. At the same time, inflation (abstracting from the transitory effects of movements in oil prices) has been running near 2 percent over the past two years, and I expect it to remain at or below the Federal Open Market Committee's (the FOMC's) 2 percent objective for the foreseeable future. As always, considerable uncertainty attends the outlook for both growth and inflation; events could prove either more positive or negative than what I see as the most likely outcome. That said, as I will explain, I consider the balance of risks to be tilted toward a weaker economy.

B. Links - Stimulus spending to rapidly expand employment sparks runaway inflation – empirically Keynesian spending destroys confidence in the economy

Gewen, 2008- Editor at The New York Times [Barry, 11/13/08, “The Overlooked Economic Crisis, Influential Still”, The New Republic, Accessed 6/20/12, http://www.nytimes.com/2008/11/14/books/14book.html]

In 1976 the Consumer Price Index rose by 4.9 percent; over the next few years it climbed steadily until it reached double digits, 13.3 percent in 1979 and 12.5 percent in 1980. And with these rising prices, productivity declined, standards of living fell, investors fled the stock market, debt crises followed one upon another. Almost everyone was affected, and not just in their wallets and bank accounts. As he writes, “ ‘The economy’ is also a social, political and psychological process,” and the Great Inflation, he explains, did real damage to the American psyche, engendering a feeling of hopelessness, causing citizens to lose confidence in their political and economic institutions. An inflationary psychology took hold, creating a self-fulfilling prophecy as wages chased prices in an ever more destructive cycle. “In all of American history,” Mr. Samuelson writes, “this inflation had no comparable precedent.” And who was to blame for this unparalleled disruption, this system-threatening state of affairs? According to Mr. Samuelson, we all were. Pogo Possum said, “We have met the enemy and he is us.” Mr. Samuelson says so too. His tale of culpability begins at the end of World War II. With the Depression a recent memory, Americans entered peacetime worried above all about the return of widespread joblessness. In 1947 Harry S. Truman declared, “The job today is to see to it that America is not ravaged by recurring depressions and long periods of unemployment.” Dwight D. Eisenhower agreed. But it was under John F. Kennedy that the nation ambitiously shifted from fighting unemployment to promoting “full employment.” Armed with the tools of Keynesianism, Kennedy’s team of economic advisers believed they could fine-tune the economy, controlling business cycles and eliminating the possibility of recession. Lyndon B. Johnson, Richard M. Nixon and Jimmy Carter all went along with the new thinking, as did the economists at the Federal Reserve, whose easy-money policies abetted the politicians’ full-employment aspirations. A bipartisan consensus had been achieved. But, Mr. Samuelson says, the consensus was wrong. “Wishful thinking” had triumphed over reality. Reality came in the form of inflationary pressures. Beginning in the mid-1960s policies intended to promote full employment — tax cuts, budget deficits, low interest rates, easy credit — were pushing prices up. Presidents, both Democratic and Republican, chose to ignore the warning signs, or to administer weak palliatives until it was too late. Once the inflationary mentality set in, only the harshest medicine would work. Inflation had to be wrung out of the economy. The costs would be high. At this point Mr. Samuelson’s story enters its heroic phase: Ronald Reagan and Paul Volcker stepped onto the stage and seized control of history. As chairman of the Federal Reserve, Mr. Volcker proceeded to fight inflation with stern determination, tightening money and credit and dragging the economy into what Mr. Samuelson calls “the most punishing slump since the 1930s.” Unemployment climbed to 10.8 percent (still a postwar high), and everyone screamed. Senator Howard Baker, the Republican majority leader, called for the Fed to “get its boot off the neck of the economy”; others demanded Mr. Volcker’s head, or at least his resignation. But his medicine broke the inflationary fever by the mid-1980s, and prices stabilized. Reagan’s role in all this was to provide Mr. Volcker with crucial political cover. Unlike the presidents before him, Reagan insisted that inflation be brought under control, even if the cost was high unemployment. Unsurprisingly, his own popularity plummeted. In early 1982 Newsweek ran a cover story headlined “Reagan’s America: And the Poor Get Poorer.” But in an act of genuine political courage Reagan persevered, and Mr. Samuelson concludes, “Of all Reagan’s economic achievements,” his successful battle against inflation “was the most definitive. The rest of his economic record was mixed.” After this stirring description of the high drama of the early ’80s, the remainder of “The Great Inflation and Its Aftermath” is an anticlimax. In fact the narrative dissolves. In bringing his story down to the present, Mr. Samuelson identifies current economic problems and proposes solutions. Some of his arguments are irrefutable, if familiar: the country is going to have to find a way of reforming Social Security and Medicare. But for the most part he gets lost, and loses his readers, in a morass of on the one hand, on the other. We should trim back the welfare state — but we should also worry about fairness. We should deal with the problems of globalization — but consensus will be difficult to achieve. The final third of Mr. Samuelson’s book has none of the sweep and clarity of the earlier sections.
C. Impacts - Inflation would kill the recovery – it compounds economic fears and investor uncertainty

The Washington Post 2012,  [staff writer Robert J. Samuelson “Inflation is not the answer” August 25, 2011 June 20, 2012 lexis)

It's a sign of desperation that the latest cure being suggested for the ailing economy is higher inflation. In the 1970s and early 1980s, inflation(peaking at 13 percent in 1979 and 1980) was a national curse. Now, it's being advanced as an antidote to high unemployment and meager economic growth. It's bad advice for the Federal Reserve, which holds its annual research retreat at Jackson Hole, Wyo., this week. What seems plausible in the classroom would probably backfire in the real world. The economy's central problem today is lack of confidence - fear - reflecting enormous uncertainty. Business managers and consumers don't know what to expect. Facing stubborn joblessness, falling home values and volatile stock prices, they have become reflexively defensive. They hoard and hold back. A deliberate policy of higher inflation risks compounding the uncertainty and poisoning psychology even more. That's what happened in the 1960s and 1970s. Economists argued that modest increases in inflation (say, to 4 percent or 5 percent) would reduce unemployment by allowing more expansionary budget and monetary policies. Slightly higher inflation wouldn't bother most Americans, and lower unemployment would be a clear gain. But inflation wasn't kept under control. Unemployment rose (it averaged 6.2 percent in the 1970s compared to 4.5 percent in the 1950s), and accelerating price increases spooked Americans.
D. Economic decline triggers nuclear war

Harris and Burrows 2009 (Mathew, PhD European History at Cambridge, counselor in the National Intelligence Council (NIC) and Jennifer, member of the NIC’s Long Range Analysis Unit “Revisiting the Future: Geopolitical Effects of the Financial Crisis” http://www.ciaonet.org/journals/twq/v32i2/f_0016178_13952.pdf, AM)

Increased Potential for Global Conflict Of course, the report encompasses more than economics and indeed believes the future is likely to be the result of a number of intersecting and interlocking forces. With so many possible permutations of outcomes, each with ample Revisiting the Future opportunity for unintended consequences, there is a growing sense of insecurity. Even so, history may be more instructive than ever. While we continue to believe that the Great Depression is not likely to be repeated, the lessons to be drawn from that period include the harmful effects on fledgling democracies and multiethnic societies (think Central Europe in 1920s and 1930s) and on the sustainability of multilateral institutions (think League of Nations in the same period). There is no reason to think that this would not be true in the twenty-first as much as in the twentieth century. For that reason, the ways in which the potential for greater conflict could grow would seem to be even more apt in a constantly volatile economic environment as they would be if change would be steadier. In surveying those risks, the report stressed the likelihood that terrorism and nonproliferation will remain priorities even as resource issues move up on the international agenda. Terrorism’s appeal will decline if economic growth continues in the Middle East and youth unemployment is reduced. For those terrorist groups that remain active in 2025, however, the diffusion of technologies and scientific knowledge will place some of the world’s most dangerous capabilities within their reach. Terrorist groups in 2025 will likely be a combination of descendants of long established groups_inheriting organizational structures, command and control processes, and training procedures necessary to conduct sophisticated attacks_and newly emergent collections of the angry and disenfranchised that become self-radicalized, particularly in the absence of economic outlets that would become narrower in an economic downturn. The most dangerous casualty of any economically-induced drawdown of U.S. military presence would almost certainly be the Middle East. Although Iran’s acquisition of nuclear weapons is not inevitable, worries about a nuclear-armed Iran could lead states in the region to develop new security arrangements with external powers, acquire additional weapons, and consider pursuing their own nuclear ambitions. It is not clear that the type of stable deterrent relationship that existed between the great powers for most of the Cold War would emerge naturally in the Middle East with a nuclear Iran. Episodes of low intensity conflict and terrorism taking place under a nuclear umbrella could lead to an unintended escalation and broader conflict if clear red lines between those states involved are not well established. The close proximity of potential nuclear rivals combined with underdeveloped surveillance capabilities and mobile dual-capable Iranian missile systems also will produce inherent difficulties in achieving reliable indications and warning of an impending nuclear attack. The lack of strategic depth in neighboring states like Israel, short warning and missile flight times, and uncertainty of Iranian intentions may place more focus on preemption rather than defense, potentially leading to escalating crises. 36 Types of conflict that the world continues to experience, such as over resources, could reemerge, particularly if protectionism grows and there is a resort to neo-mercantilist practices. Perceptions of renewed energy scarcity will drive countries to take actions to assure their future access to energy supplies. In the worst case, this could result in interstate conflicts if government leaders deem assured access to energy resources, for example, to be essential for maintaining domestic stability and the survival of their regime. Even actions short of war, however, will have important geopolitical implications. Maritime security concerns are providing a rationale for naval buildups and modernization efforts, such as China’s and India’s development of blue water naval capabilities. If the fiscal stimulus focus for these countries indeed turns inward, one of the most obvious funding targets may be military. Buildup of regional naval capabilities could lead to increased tensions, rivalries, and counterbalancing moves, but it also will create opportunities for multinational cooperation in protecting critical sea lanes. With water also becoming scarcer in Asia and the Middle East, cooperation to manage changing water resources is likely to be increasingly difficult both within and between states in a more dog-eat-dog world. 

***UNIQUENESS***
Brinks
On the brink of Stagflation – inflation is low now, but any more could cause economic stagnation

Worah 2012 – former research associate at the University of California, Berkeley [Mihir P. June Why Inflation Could Rise Over the Long Term PIMCO Access Date June 21, 2012. Ph.D. in theoretical physics from the University of Chicago. http://www.pimco.com/EN/Insights/Pages/Why-Inflation-Could-Rise-Over-the-Long-Term.aspx
Q: If unemployment remains elevated in the developed world, do you expect central banks to continue easing even if inflation increases? Could we see stagflation? Worah: To answer the second question first, we do not expect ‘70s style aggressive inflation. But what we have discussed so far – our expectation for somewhat lower growth with somewhat higher inflation – certainly has a whiff of stagflation. Regarding central banks, this question is the easiest to address in the U.S., where the Federal Reserve has an explicit dual mandate: jobs and inflation. The chairman of the Fed has already said that, in the current environment, bringing the unemployment rate down is more important than keeping the inflation rate tightly anchored at 2%. We expect that this policy stance will be mirrored by central banks that do not have a dual mandate; i.e., getting the unemployment rate down and generating growth prospects will take precedence over a very tight adherence to 2% inflation. So if central bankers err in the timing of when to reverse monetary easing, we believe it is more likely they will shift too late than too early.

Wages and Inflation are on the brink – they have begun to climb.

Investors Chronicle 2010 (“Next week's economics”  June 8, 2010, June 20, 2012 http://www.lexisnexis.com.proxy.lib.umich.edu/hottopics/lnacademic/)

Next week's figures could reveal an inflation problem. The Office for National Statistics is expected to say on Tuesday that CPI inflation has fallen from 3.7 to around 3.5 per cent. This, however, would be largely due to big rises in food and petrol prices last May dropping out of the annual comparison, rather than to new news. In this context, we should watch the inflation rate excluding energy and unprocessed food. Last month, this hit 3.2 per cent - its highest since records began in 1997. Wednesday's figures could increase the worries. These have recently shown rising wage growth which is not wholly due to increased bonus payments; the annual growth of 'regular pay' has increased from 1.2 to 1.9 per cent since November. This might be just a reflection of higher price inflation; this remains the benchmark for most wage settlements. But it might also be a warning that high unemployment - Wednesday's numbers should show the jobless rate above 2.5m or 8 per cent of the workforce - is not doing much to hold down wage inflation.

U.S. is on the brink of Hyperinflation – the dollar is losing value

deCarbonnel 2008 – editor of Market Skeptics [Eric Dec 15, How Deflation Creates Hyper-inflation Economics / HyperInflation Market Oracle 

http://www.marketoracle.co.uk/Article7792.html
US stands on the verge of hyperinflation Gold Backwardation signals that the next phase of the economic crisis, a rapid acceleration in the velocity of money, is about to begin. Right now, the flow of money through the economy is basically frozen: everyone is panicking into treasuries due to deflation fears. Negative yields on the 3 month treasuries are a sign of this. Despite the glacial rate money is moving through the economy, the dollar has started to fall again, and gold has begun to rally. As this continues, investors will begin to questions the safety of treasuries, and sell them off. The money coming out of treasuries will add fuel to gold's rise and the dollar's fall. Once the dollar hits new lows and gold breaks convincingly over $1000, Investors expecting deflation will begin to panic, and a flood of money will come out of treasuries. It is then that hyperinflation will begin in earnest.
Uniqueness - Inflation
Inflation and wages are stable and low – newest economic data proves

Yellen, June 2012 - Vice Chair of the Federal Reserve [Janet, 6/6/12, “Perspectives on Monetary Policy”, Acessed 6/21/12, http://www.federalreserve.gov/newsevents/speech/yellen20120606a.htm]
Turning to inflation, figure 3 summarizes private and FOMC forecasts. Overall consumer price inflation has fluctuated quite a bit in recent years, largely reflecting movements in prices for oil and other commodities. In early 2011 and again earlier this year, prices of crude oil, and thus of gasoline, rose noticeably. Smoothing through these fluctuations, inflation as measured by the price index for personal consumption expenditures (PCE) averaged near 2 percent over the past two years. In recent weeks, however, oil and gasoline prices have moderated and are now showing through to the headline inflation figures. Looking ahead, most FOMC participants at the time of our April meeting expected inflation to be at, or a bit below, our long-run objective of 2 percent through 2014; private forecasters on average also expect inflation to be close to 2 percent. As with unemployment, uncertainty around the inflation projection is substantial. In the view of some observers, the stability of inflation in the face of high unemployment in recent years constitutes evidence that much of the remaining unemployment is structural and not cyclical. They reason that if there were truly substantial slack in the labor market, simple accelerationist "Phillips curve" models would predict more noticeable downward pressure on inflation. However, substantial cross-country evidence suggests that, in low-inflation environments, inflation is notably less responsive to downward pressure from labor market slack than it is when inflation is elevated. In other words, the short-run Phillips curve may flatten out.5 One important reason for this non-linearity, in my view, is downward nominal wage rigidity--that is, the reluctance or inability of many firms to cut nominal wages. The solid blue bars in figure 4 present a snapshot of the distribution of nominal wage changes for individual jobs during the depth of the current labor market slump, based on data collected by the Bureau of Labor Statistics.6 For comparison, the dashed red line presents a hypothetical distribution of wage changes, using a normal distribution that approximates the actual distribution of wage changes greater than zero. The distribution of actual wage changes shows that a relatively high percentage of workers saw no change in their nominal wage, and relatively few experienced modest wage cuts. This pile-up phenomenon at zero suggests that, even when the unemployment rate was around 10 percent, many firms were reluctant to cut nominal wage rates. In the absence of this barrier, nominal gains in wages and unit labor costs would have likely been even more subdued given the severity of the economic downturn, with the result that inflation would probably now be running at a lower rate.

Inflation is moderate now – Federal Reserve reports prove

Logan 2012 – Chief Economist at HSBC [Kevin, June  US growth stumbles Chief US Economist / Staff writer Access US growth stumbles

Date June 20, 2012 http://www.hsbcnet.com/gbm/global-insights/insights/2012/united-states-growth-stumbles.html
The situation is only slightly better with respect to income growth. For the past three years, the core rate of inflation has oscillated between 1% and 2%. Rising energy prices were passed through to the core rate during 2011; now, their decline should tug inflation lower as the year goes on. But there are a few other reasons to expect moderation in consumer price inflation this year. Import price inflation has begun to slow for consumer goods, partly because of the dollar's recent strength against other currencies and partly because of a slowdown in the growth of global economic activity that has caused declines in the prices of many raw commodities. The expected moderation in inflation this year will be welcomed by policymakers at the Federal Reserve. It will justify their own forecasts for stable inflation close to 2% in the medium term and it may silence critics who have been predicting that inflation will accelerate because of the Fed's highly accommodative policy stance. Lower inflation will also reinforce expectations that the Fed funds rate will be held close to zero for an extended period.

Inflation has declined and the unemployment rates are stable

Federal Open Market Committee, 2012  [The Economic Times, June 20, Full text of US Federal Reserve statement Accessed June 21 http://economictimes.indiatimes.com/news/international-business/full-text-of-us-federal-reserve-statement/articleshow/14305361.cms

"Information received since the Federal Open Market Committee met in April suggests that the economy has been expanding moderately this year. However, growth in employment has slowed in recent months, and the unemployment rate remains elevated. Business fixed investment has continued to advance. Household spending appears to be rising at a somewhat slower pace than earlier in the year. Despite some signs of improvement, the housing sector remains depressed. Inflation has declined, mainly reflecting lower prices of crude oil and gasoline, and longer-term inflation expectations have remained stable. 

Inflation is under control – latest figures prove.

Groom 2011 -  Business Editor – Financial Times [Brian, , Private sector pay deals rise sharply to 2.8%, Financial Times.com, March 3, 2011, Proquest June, 20 2012.]

Private sector pay settlements have risen sharply from 2.2 per cent to 2.8 per cent in the three months to January, compared with September-December, as workers seek to defend themselves from rising inflation, according to a leading analyst. However, Incomes Data Services said there was no evidence of a 1970s-style wage-price spiral emerging. The median rise looked poised to edge up to about 3 per cent but was likely to continue to trail behind inflation, it said. "Our latest figures show that wage rises have picked up in manufacturing and the level of awards in private services appears to have picked up too," said Ken Mulkearn, editor of IDS Pay Report. "The number of awards at 3 per cent or above has been rising and this has emerged as a key figure in pay setting. However, pay awards are still trailing some way behind inflation. This gap looks set to continue if inflation continues to rise."

Inflation is decreasing – bond markets prove

Rugaber, 2012 [Christopher – Staff Writer, Las Vegas Sun, June 1, U.S. economy adds 69,000 jobs in May, fewest in a year: http://www.lasvegassun.com/news/2012/jun/01/us-economy-adds-69000-jobs-may-fewest-year/
Dow Jones industrial average futures, which were already down 100 points before the report, fell an additional 100 points within minutes of its release. The yield on the benchmark on the 10-year Treasury note plunged to 1.46 percent, the lowest on record, suggesting investors are flocking to the safety of U.S. government bonds. The price of gold, which was trading at about $1,550 an ounce before the report, shot up $30. For much of the past three years, investors have seen gold as a safe place to put their money during turbulent economic times. Josh Feinman, global chief economist with DB Advisors, said the report raises the likelihood that the Federal Reserve will do more — perhaps start another round of bond purchases to further lower long-term interest rates.

Inflation low – risks are declining and food global prices are declining

Guglani 12 - Full time investor (Angad, “Inflation: The Next Crisis, And How To Protect Your Investments”, June 5, 2012, June 20, 2012, http://seekingalpha.com/article/638271-inflation-the-next-crisis-and-how-to-protect-your-investments)

Over the last two decades, inflation has been largely a non-issue. Sure, there were times when inflation crept up a little over 5%, but even that is a far cry from 12% we saw in the late '70s. You may ask, why has inflation been tame as of late? I can tell you one thing, it is certainly not hawkish sentiment from the Fed. Over the last three years alone the Fed's balance sheet has more than tripled to over $2.8 trillion! Not to mention that the benchmark interest rate has been below 1% for four years and is currently at 0.25%. So why have prices of goods not risen? Recently the answer has been quite obvious: We have been in and recovering from one of the greatest recessions in history. As you learned in Econ 101, a recession can cause deflation due to less demand for goods, increased saving, and rising unemployment. Aside from the recession, there is a larger force at play, and that is the advent of globalization and technology. Globalization and technology have made companies far more efficient, and therefore reduced the prices of goods they produce. For this reason, the prices of goods has remained stable despite a weaker dollar. The Fed has seen the stabilization of the prices as a sign that they can indeed print more money to "stimulate" the economy without excess inflation.

Inflation Moderate, inflation scare over feds studies prove

The New York Times 08 (June 29, 2008, Accessed June 20, 2012, “Oil and Inflation” Lexis)

The latest report on consumer prices showed that inflation was following an arc that must give some relief to the Federal Reserve. Prices fell last month on everything from a gallon of gasoline to fresh vegetables and children's clothing, helping to contain the overall rate of inflation at zero, the Labor Department reported yesterday. The core inflation rate, a measure closely watched by the Fed because it excludes the volatile prices of food and energy, was also zero. For the Fed, which has bet that a slowing economy would temper inflation, the latest numbers appear to bolster its decision to keep interest rates steady. The central bank on Tuesday kept rates unchanged at 5.25 percent for the fourth consecutive time, and gave its clearest nod yet to emerging soft spots in the economy. The government reported separately yesterday that industrial production -- a measure of output at the nation's factories, mines and utilities -- was essentially flat from October through November. ''The inflation scare of 2006 is over,'' Kenneth Beauchemin, a United States economist with Global Insight, said in a research note. ''Much credit belongs to the Fed.'' Stagnant prices combined with stunted economic growth make it less likely that the Fed will increase interest rates early next year. Wall Street also appeared to think so, and investors propelled shares to new highs yesterday. The benchmark Standard & Poor's 500-stock index and the Dow Jones industrial average both closed at record levels. Resurgent inflation could still spoil the trend of calm price increases, particularly if gas prices spike or employers start passing on the cost of rising wages to consumers. ''Don't get too carried away,'' said Ken Matheny, senior economist with Macroeconomic Advisers. He said the news should ease the Fed's concerns. ''But I wouldn't go too far,'' he added. ''It doesn't establish a new reality.'' Though prices have steadied since the summer, the core inflation rate for the year remains at 2.6 percent, well above the 2 percent that the Fed has said it considers healthy.

Uniqueness – Wages
Wages are decreasing – globalization and declining unions

Reich, 2012 – prof of public policy at Berkeley [Robert 06/12/2012 6:02 pm, “Why The Economy Can't Get Out of First Gear” 

http://www.huffingtonpost.com/robert-reich/consumer-spending-economic-recovery_b_1591454.html
Can I say this any more simply? The earnings of the great American middle class fueled the great American expansion for three decades after World War II. Their relative lack of earnings in more recent years set us up for the great American bust. Starting around 1980, globalization and automation began exerting downward pressure on median wages. Employers began busting unions in order to make more profits. And increasingly deregulated financial markets began taking over the real economy The result was slower wage growth for most households. Women surged into paid work in order to prop up family incomes -- which helped for a time. But the median wage kept flattening, and then, after 2001, began to decline. Households tried to keep up by going deeply into debt, using the rising values of their homes as collateral. This also helped -- for a time. But then the housing bubble popped.

Wage Inflation is under control – latest figures prove.

Groom 2011-  Business Editor – Financial Times [Brian, , Private sector pay deals rise sharply to 2.8%, Financial Times.com, March 3, 2011, Proquest June, 20 2012.]

Private sector pay settlements have risen sharply from 2.2 per cent to 2.8 per cent in the three months to January, compared with September-December, as workers seek to defend themselves from rising inflation, according to a leading analyst. However, Incomes Data Services said there was no evidence of a 1970s-style wage-price spiral emerging. The median rise looked poised to edge up to about 3 per cent but was likely to continue to trail behind inflation, it said. "Our latest figures show that wage rises have picked up in manufacturing and the level of awards in private services appears to have picked up too," said Ken Mulkearn, editor of IDS Pay Report. "The number of awards at 3 per cent or above has been rising and this has emerged as a key figure in pay setting. However, pay awards are still trailing some way behind inflation. This gap looks set to continue if inflation continues to rise."
Wages and Inflation are declining now – no risk of a spiral now

Investors Chronicle 2011 (“What wage-price spiral?” January 19, 2011 June 20, 2012, Lexis)

Recent experience suggests there's little danger of higher price inflation triggering inflationary wage growth. One reason to worry about yesterday's dreadful inflation figures is that they could lead to permanently higher inflation, insofar as they cause higher wage growth. However, I'm not sure this is a big danger. Yes, union leaders are threatening to push for higher wages. But so what? For the last umpteen years, unions have talked like Muhammad Ali and fought like Audley Harrison. Certainly, today's numbers don't give any cause for concern. Yes, wage inflation excluding bonuses rose to an 18-month high of 2.4 per cent. But such growth is offset by productivity gains. In the year to Q3, unit wage costs actually fell year-on-year. Whatever the source of our inflation problem is, it does not lie in the labour market. And nor will it, if recent experience is any guide. My chart shows wage and price inflation since the mid-90s It shows a curious thing - that high price inflation has not led to high wage inflation. Quite the opposite. The spike in CPI inflation in 2008 was followed by a fall in wage growth. And the fastest wage growth we've had in recent years - in 2001 - came after very low price inflation. Since 1996, the correlation between CPI inflation and wage inflation in the following 12 months has been negative. Higher price inflation inflation leads not to higher wage inflation, but to lower.

No wage inflation now – low union power and low inflation

The New York Times 08 (Staff Writer LOUIS UCHITELLE August 1, 2008, Accessed June 20, 2012, “Fed Fears Wage Spiral That Is Little In Evidence” Lexis]

The surges this year in oil and food prices could not have come at a worse moment for the typical American worker, who has not had a raise to speak of in this decade. Workers' leverage is gone. Companies are not creating jobs. Unions that negotiated big wage increases in the 1970s are shadows of their former selves. Cost-of-living adjustments, once commonplace, have disappeared. And the movement of jobs offshore, or the threat of it, has conditioned workers to not even ask for a raise, fearing they will join the millions already laid off. Still, the Federal Reserve's policy makers -- its governors and the presidents of its regional banks -- are convinced that wage pressures could emerge unexpectedly. That concern, and the idea that wage pressures could lead to yet higher prices and a rising inflation rate, showed up in half-a-dozen interviews with policy makers over the last week. The policy makers assume that rational human beings, faced with higher prices, eventually demand and get higher pay, despite their apparent lack of leverage. They have built that assumption into their economic models, but they differ sharply on how quickly the wage pressure could resurface, an issue they will once again debate at their next meeting, on Tuesday. ''The power to bargain for higher wages, a power that we assume was dismantled, may not be so feeble,'' said Richard W. Fisher, president of the Federal Reserve Bank of Dallas, who is the most certain of all that a wage-price spiral is imminent. If the Fed anticipates a reawakening, organized labor itself certainly does not. ''Real wages, adjusted for inflation, are falling, and there is no sign at all of any change in direction,'' said Ronald Blackwell, chief economist for the A.F.L.-C.I.O., offering a view shared by Nigel Gault, chief domestic economist for Global Insight, a Wall Street firm, who argues that if prices go up, people will expect not a raise, but ''their standard of living to go down.''

Uniqueness - Growth
The economy is growing slowly – low household spending

Logan 2012 – Chief Economist at HSBC [Kevin, June  US growth stumbles Chief US Economist / Staff writer Access US growth stumbles

Date June 20, 2012 http://www.hsbcnet.com/gbm/global-insights/insights/2012/united-states-growth-stumbles.html
GDP growth appears to be decelerating in the US again, calling into question the sustainability of employment gains and the growth of corporate profits. The 6.5% rise in profits over the past year is down from 8.8% a year earlier and slower profits growth, after a lag of about two quarters, is usually associated with slower growth in investment spending. This is one reason why we expect GDP growth to be restrained this year. We forecast GDP will expand at about the same pace as in 2011 – roughly 1.5% over the four quarters. That is well below the long-run annual average of close to 3% prior to the start of the financial crisis in 2008 and it is below our estimate of the economy's potential growth rate – about 2.25%. The reasons for the subpar growth are well known. Household deleveraging in response to the loss of wealth caused by the housing boom and bust is constraining the expansion of consumer spending. Small businesses face tighter credit standards and state and local governments continue to contract their spending and their workforces.

Uniqueness – Capital Flight
No capital flight- Manufactures coming back due to rising wages in China and India

Guglani 12 - Full time Investor (Angad, “Inflation: The Next Crisis, And How To Protect Your Investments”, June 5, 2012, June 20, 2012, http://seekingalpha.com/article/638271-inflation-the-next-crisis-and-how-to-protect-your-investments)

That is about to change. As China and India become industrialized, U.S. companies are no longer able to source their products as cheaply because cost of doing business in those countries is increasing. Examples of this are everywhere, such as the wage growth in China, where wages have already risen 10% this year. This is causing the resurgence of American manufacturing, which has lead much of the job growth for the last few quarters - meaning that higher prices are on the way for many goods.

Uniqueness – Construction Industry

Construction commodity prices are stable now – only moderate price increases

Daily Commercial News and Construction Record 2012. [June 18, U.S. construction material prices edge down in May WASHINGTON, D.C. DCN NEWS SERVICES Reed Construction Data Canada’s Chief Economist Alex Carrick discusses current developments in the North American economic environment with emphasis on the construction industry. http://dcnonl.com/article/id50643/--us-construction-material-prices-edge-down-in-may
The amount contractors pay for a range of key construction materials in the United States edged down 0.3 per cent in May and climbed by only 2.3 per cent from a year earlier, according to an analysis of producer price index figures released by the Associated General Contractors of America. Meanwhile, the amount contractors charge to construct projects remained largely flat for the month and is up only between 3.1 and 4.3 per cent for the year. “The slowdown in construction input price increases is a rare and possibly short-lived event,” said Ken Simonson, the association’s chief economist, noting that the last time prices rose so slowly from a year earlier was February 2010. “Meanwhile, some of the price increases we are seeing for materials like gypsum and lumber reflect a strengthening new residential and commercial remodeling construction.” Simonson noted that prices for a number of key construction materials declined between April and May. The price index for diesel fuel dropped 3.6 per cent in May and is down 0.2 per cent compared to last year. The index for copper and brass mill shapes declined 1.6 per cent for the month and 8.3 per cent since May 2011. Likewise, aluminum mill products dropped in price for the month, by 1.9 per cent and fell 9.0 per cent from a year earlier. Meanwhile, the index for gypsum products increased by 1.2 per cent in May and 13.6 per cent compared to last year while lumber prices rose by 2.2 per cent for the month and 7.0 per cent since May 2011. The price indexes for finished nonresidential buildings, which measure what contractors estimate they would charge to put up new structures, mostly inched up for the past month and are now beginning to outpace increases in construction materials prices, Simonson noted. The index for new industrial buildings actually declined 0.1 per cent in May and is up only 3.1 per cent for the year. The index for new office construction inched up 0.2 per cent for the month and 3.4 per cent for the year. The price for new warehouse construction also increased by 0.2 per cent in May and rose 4.2 per cent compared to May 2011. The price for new school construction was up 0.1 per cent for the month and 4.3 per cent for the year. The construction economist added that materials prices are likely to remain moderate for the time being, based on recent reports and future market pricing for diesel fuel, copper and steel. Simonson attributed the slowdown to weakening demand from Europe, as well as China and other developing nations.

Construction unemployment is increasing because confidence and demand are falling

Rugaber, 2012 [Christopher – Staff Writer, Las Vegas Sun, June 1, U.S. economy adds 69,000 jobs in May, fewest in a year: http://www.lasvegassun.com/news/2012/jun/01/us-economy-adds-69000-jobs-may-fewest-year/
There are signs business confidence is waning. Companies have cut their spending on computers and machinery for two straight months, goods that signal investment plans. And some regional surveys suggest the factory activity is expanding at a slower pace. Consumers are also more downbeat about the economy, according to a May survey from the Conference Board. That could lead more Americans to cut back on spending, which drives 70 percent of economic growth. Construction firms cut 28,000 jobs, the steepest drop in two years. Professional services, government, hotels, restaurants and other leisure industries also lost jobs.

Uniqueness - Unemployment
Unemployment is increasing – newest labor reports prove

Yglesias, 2012 – blogger for ThinkProgress [Matthew June 1, The Jobs Disaster The closer you look at today’s employment report, the worse it looks. http://www.slate.com/articles/business/moneybox/2012/06/jobs_report_and_obama_s_prospects_the_unemployment_numbers_are_even_worse_than_they_look_.html Slate's business and economics correspondent.

This morning’s Employment Situation Report from the Bureau of Labor Statistics was bad news masking even worse news. The economy added 69,000 jobs in May, far below the consensus expectation of economic forecasters. And the consensus expectation wasn’t even particularly optimistic. Few thought we could repeat the 200,000-plus jobs per month that we were adding in the winter, and absolutely nobody dared hope for the kind of 300,000-400,000 monthly job increases that would be associated with a traditional bounce-back economic recovery. But 140,000 or 150,000 new jobs would at least have continued to take a bite out of unemployment. Instead we got 69,000—basically flat with population growth. Except it’s even worse. With each new monthly data release, the BLS revises the previous two months’ data, and these revisions were devastating. April’s employment growth was revised down from a decent 115,000 jobs to an anemic 77,000, and March’s healthy 154,000 got cut down to 143,000. Over the winter when job growth was strong and optimism was running high, old data were regularly revised upward—typically a sign of an economy with some strong growth patches that are being missed in simple surveys. Downward revisions are bad news, typically meaning that new firms are being formed at an abnormally slow level. There’s simply no good news anywhere in this report.

Unemployment increasing – newest statistics prove

Rugaber, 2012  [Christopher – Staff Writer, Las Vegas Sun, June 1, U.S. economy adds 69,000 jobs in May, fewest in a year: http://www.lasvegassun.com/news/2012/jun/01/us-economy-adds-69000-jobs-may-fewest-year/
U.S. employers created only 69,000 jobs in May, the fewest in a year, and the unemployment rate ticked up. The dismal jobs data will fan fears that the economy is sputtering. It could also damage President Barack Obama's re-election prospects. And it could lead the Federal Reserve to take further steps to help the economy. The Labor Department also said Friday that the economy created far fewer jobs in the previous two months than first thought. It revised those figures down to show 49,000 fewer jobs created. The unemployment rate rose to 8.2 percent from 8.1 percent in April, the first increase in 11 months.

Unemployment is increasing slowly – newest job reports prove 

The New York Sun, ’12  [Lawrence Kudlow, staff writer, Failure of Keynesian Spending Spree Puts US Back at Edge of Recession, as Jobs Growth Stalls, June 1 2012, http://www.nysun.com/national/failure-of-keynesian-spending-spree-puts-us-back/87846/, June 20 2012] 

That brings us to the grim May employment report, which generated only 69,000 nonfarm payrolls. It’s the third consecutive subpar tally, replete with downward revisions for the two prior months. It’s a devastating number for the American economy, and a catastrophic number for Obama’s reelection hopes. All momentum on jobs and the economy has evaporated. Inside the May report, the data are just as bad. The unemployment rate rose slightly to 8.2% from 8.1%. The so called U6 unemployment rate, tracking the marginally employed or completely discouraged, increased to 14.8% from 14.5%. Labor earnings are barely rising at 1.7% over the past year, almost in line with the inflation rate. Through April, after-tax, after-inflation income is scarcely rising at 0.6% for the past year.

Unemployment is increasing – newest reports prove that the Stimulus package failed

Rugaber, 2012  [Christopher – Staff Writer, Las Vegas Sun, June 1, U.S. economy adds 69,000 jobs in May, fewest in a year: http://www.lasvegassun.com/news/2012/jun/01/us-economy-adds-69000-jobs-may-fewest-year/
The economy is averaging just 73,000 jobs per month over the past two months — roughly a third of 226,000 jobs created per month in the January-March quarter. Mitt Romney, Obama's Republican challenger, has made the economy the central theme of his campaign. No president since the Great Depression has sought re-election with unemployment as high as 8.2 percent, and past incumbents have lost when the unemployment rate was on the rise. Republicans wasted little time seizing on the bleak report. "Today's extremely troubling jobs report proves yet again that President Obama's policies simply are not working and that he has failed to live up to the promise of his presidency," said Republican National Committee Chairman Reince Priebus.

Obama will Increase unemployment by raising taxes on businesses. 

The New York Sun, ’12  [Lawrence Kudlow, staff writer, Failure of Keynesian Spending Spree Puts US Back at Edge of Recession, as Jobs Growth Stalls,  June 1 2012, http://www.nysun.com/national/failure-of-keynesian-spending-spree-puts-us-back/87846/, June 20 2012]

Barak Obama doesn’t get this, but businesses create jobs. Firms have to be profitable to hire. Yet the president is on the campaign trail criticizing Governor Romney by degrading the importance of profits. Huh? Without profits businesses can’t expand. If they don’t expand, they can’t hire. If they don’t have profitable rates of return, they’re not going to attract new capital for investment. Which brings us to a couple of important reasons for the virtual freeze in hiring. First there’s the fiscal tax cliff. If all the Bush tax rates go up, incentives will go down and liquidity will leave the system. You can’t pick up a newspaper these days and not find a story about how the fiscal cliff is elevating uncertainty and slowing U.S. growth. Speaker Boehner asked Mr. Obama for help in extending the Bush tax cuts this summer. But Mr. Obama said no. Instead, he wants to raise marginal tax rates on successful upper-income earners, capital gains, dividends, estates, and many successful corporations. Where’s the corporate tax reform that would lower rates and broaden the base and end the double-taxation of the overseas profits of American companies? A business tax cut would help enormously, but it’s nowhere in sight. Mr. Obama is too busy trashing Bain Capital profits and Mr. Romney’s business career, both of which, by the way, have recently been praised by President Clinton. It was Mr. Clinton, you might recall, who lowered investment taxes and presided over an economic boom.

***LINKS***

Links - High Speed Rail
Railway jobs increase wages – unions demand higher pay and benefits

Mica 2011, Chairman of the committee of transportation and infrastructure ( John, October 21, 11, Subcomminee Briefing on Rail Labor Presidential Emergency Board 243, http://republicans.transportation.house.gov/Media/file/112th/Railroads/2011-10-21-PEB_Briefing_Memo.pdf, 6/21/12)

In General The current railway labor dispute is between the National Carriers' Conference Committee ofthe National Railway Labor Conference (NCCC) and two rail labor coalitions representing ll unions."˜ The NCCC represents more than 30 freight railroads, including the following Class I railroads: CSX Transportation, Norfolk Southem Corporation, BNSF Railway Company, Union Paciiic Railroad Company, Kansas City Southern Railway Company, and Soo Line Railroad (Canadian Pacific), The 1 l unions represented by the two labor coalitions include approximately 70% ofthe rail labor workforce or about 94,000 employees. The primary issues in dispute are wage increases and health care benefits. As a point of reference, in 2010 employees ofthe two labor coalitions received on average $67,836 in wages, including supplemental pay and paid leave. When benefits such as health care, retirement, and disability are included, the average total compensation package is $93,046.Z UTU Agreement
Infrastructure stimulus increases inflation because promoting union jobs causes wage growth and stagflation
Continetti, 2008-  Editor-in-chief of The Washington Free Beacon [Matthew,  Here They Come, The Weekly Standard 14,  Oct 27 2008, proquest, June 19, 2012]

Obama says Washington needs to "invest" tax dollars in alternative energy, infrastructure, health insurance subsidies, and education before it starts worrying about deficit reduction. Paul Krugman writes that "now is not the time to worry about the deficit." Pelosi wants Congress to pass another $300 billion economic stimulus package by the end of the year - even though the previous $300 billion Congress spent last winter had no discernible effect. The GOP has been horrible on spending. The Democrats will be worse. Then there's "card-check" legislation, which is, and we are not making this up, too liberal for George McGovern. Card-check would eliminate the secret ballot in union elections. Instead, a workplace would be unionized once a certain number of employees signed cards saying they wanted a union. This is great news if you are a boss at the jointfitters' local who wants to branch out into more "legitimate" enterprises. Under card-check, all that will be required is for you to send some employees - large, well-dressed, tatooed men with clever nicknames like "Walnuts" and "The Chin" over to the nearby office park to "collect" signatures. But card-check is bad news for just about everybody else. Unions hurt productivity. They freeze labor markets. They cause unemployment to rise. They politicize the workplace, increase bureaucracy, and weigh down business with regulations and negotiations. And they were a major factor behind the 1970s wage-price spiral, which contributed to stagflation. The Democrats will undoubtedly pursue some of their other favorite activities, such as expanding government health care and enacting a cap-and-trade regime on carbon emissions guaranteed to raise energy prices. They may even reimpose the "Fairness Doctrine," which is, naturally, neither fair nor technically a doctrine. It's a Truman-era regulation requiring broadcasters to devote a certain number of hours to public affairs, and to present contrasting views. Sounds nice. In reality, though, the Fairness Doctrine is an onerous and antidemocratic rule. Before the Reaganites dropped it in 1985, the nation's broadcasters, in order to avoid penalty, decided to feature almost no public affairs programming at all, and then only the most boring programming possible. That changed. The Fairness Doctrine's demise led to vigorous public debate, and to a new platform - talk radio - for conservatives. Reinstating it would be an assault on free speech. This would not stop Pelosi. Add to this the protectionist measures the Democrats are sure to pass, and you have a recipe for disaster. There's a term for an economic program of government spending, higher taxes, and tariffs. It's called Hooverism. It didn't work out so well the last time, and this time it's likely to make the current recession worse.

Links - Port Security
Unions control port security jobs – this increases wages and takes out solvency because organized crime controls port unions

Indianapolis Star 2006 ( October 13, Congress caves in to unions on port-security bill, http://www.indystar.com/article/20061016/OPINION/610160301 06/21/12)

NEW YORK -- Before Congress passed a port-security bill on Sept. 30, a House-Senate panel deleted Sen. Jim DeMint's (R-S.C.) proposed ban on current or future dockworkers convicted of murder, conspiracy, explosives trafficking and transporting hazardous materials, among other felonies. As The Wall Street Journal's John Fund reported Oct. 2, conferees stripped this language "in the dead of night at the behest of unions fearful that too many of their members could lose their jobs." Call this measure "No Longshoreman Left Behind." Among the 9,000 truck drivers the Department of Homeland Security investigated in New York's and New Jersey's ports, about half carried convictions for such crimes as homicide, arson and drug distribution. DHS concluded: These are "vulnerabilities that could be capitalized by terrorist organizations." Former Customs agent Joseph King wondered: "Instead of bringing in 50 kilograms of heroin, what would stop them from bringing in five kilograms of plutonium?" WTVJ "checked more than 1,300 members of the three major Longshoremens' unions listed in port records," NBC's Miami affiliate reported in March 2001. "We found nearly one in five are convicted felons in Florida. Their offenses include: attempted murder, armed robbery, assault and battery, trafficking in cocaine, grand theft, auto theft and sex with a child. Despite a county law with strict guidelines on hiring convicted felons, nearly half who appeal to a special panel to work at the port are approved." Miami's Deputy Port Director, Khalid Salahuddin, said: "From our standpoint, what benefit would it do to kick him out on the street? We see none." In the 2004 election, UnionFacts.com reports, the International Longshoremen's Association made $463,500 in political contributions -- 89 percent to Democrats, 10 percent to Republicans. The International Longshore and Warehouse Union gave $367,035 -- 98 percent to Democrats. Like other AFL-CIO affiliates, these unions help deliver Big Labor's vote on Election Day. Longshoremen also have colluded with the Mafia. "To control and dominate the New York/New Jersey waterfront and The Port of Miami," the Justice Department announced July 6, 2005, "the Genovese and Gambino families placed organized crime members, associates and relatives into high-ranking positions on the ILA's governing Executive Council and into positions as trustees of ILA pension, welfare and benefit funds." Former Brooklyn ILA boss Frank "Red" Scollo, indicted with Gambino capo Peter Gotti and 15 others in June 2002, pleaded guilty to racketeering in 2004. Genovese control of ILA Local 1588 included enforcer Joseph Lore's embezzlement of the New Jersey union as its presidents, Eugene G'Sell and John Angelone, acquiesced. According to the National Legal and Policy Center, Lore "got rough if the union front men were uncooperative, at one point threatening to use a blowtorch on Angelone's crotch." The FBI frets that terrorists could exploit the greed of underworld figures. "They will deal with anybody if they can make a buck," Matt Heron, the FBI's top New York City mob fighter told The Associated Press' Pat Milton. "They will sell to a terrorist just as easily as they would sell to an order of Franciscan monks. It's a business relationship to them." La Cosa Nostra's economic philosophy is simple, explained Pat D'Amuro, an FBI alumnus and now chief of Giuliani Security. "I am aware of a high-level Mafia figure, who was cooperating with authorities, being asked if the Mafia would assist terrorists in smuggling people into Europe through Italy," D'Amuro told AP. "He said, 'The Mafia will help whoever can pay.'" Even if most wiseguys would spurn al-Qaida's advances, the weak link could be a lone mobbed-up watchman, say, on a Staten Island dock. Desperate to pay his impatient bookie, terrorists -- or local sympathizers -- could bribe him to take a long walk along a short pier, just before a small boat unloads a non-descript box at 3:15 one morning. "I ain't seen nuttin'," he truthfully could tell cops days later, as they investigated how an atomic device rearranged Times Square. Bipartisan congressional conferees took an oath to "defend the Constitution of the United States against all enemies, foreign or domestic." Invited by Sen. Jim DeMint to do precisely that, they chose instead to keep U.S. ports safe for politically connected, criminally infested labor unions. No wonder Americans hold Congress beneath contempt.

Infrastructure stimulus increases inflation because promoting union jobs causes wage growth and stagflation

Continetti, 2008-  Editor-in-chief of The Washington Free Beacon [Matthew,  Here They Come, The Weekly Standard 14,  Oct 27 2008, proquest, June 19, 2012]

Obama says Washington needs to "invest" tax dollars in alternative energy, infrastructure, health insurance subsidies, and education before it starts worrying about deficit reduction. Paul Krugman writes that "now is not the time to worry about the deficit." Pelosi wants Congress to pass another $300 billion economic stimulus package by the end of the year - even though the previous $300 billion Congress spent last winter had no discernible effect. The GOP has been horrible on spending. The Democrats will be worse. Then there's "card-check" legislation, which is, and we are not making this up, too liberal for George McGovern. Card-check would eliminate the secret ballot in union elections. Instead, a workplace would be unionized once a certain number of employees signed cards saying they wanted a union. This is great news if you are a boss at the jointfitters' local who wants to branch out into more "legitimate" enterprises. Under card-check, all that will be required is for you to send some employees - large, well-dressed, tatooed men with clever nicknames like "Walnuts" and "The Chin" over to the nearby office park to "collect" signatures. But card-check is bad news for just about everybody else. Unions hurt productivity. They freeze labor markets. They cause unemployment to rise. They politicize the workplace, increase bureaucracy, and weigh down business with regulations and negotiations. And they were a major factor behind the 1970s wage-price spiral, which contributed to stagflation. The Democrats will undoubtedly pursue some of their other favorite activities, such as expanding government health care and enacting a cap-and-trade regime on carbon emissions guaranteed to raise energy prices. They may even reimpose the "Fairness Doctrine," which is, naturally, neither fair nor technically a doctrine. It's a Truman-era regulation requiring broadcasters to devote a certain number of hours to public affairs, and to present contrasting views. Sounds nice. In reality, though, the Fairness Doctrine is an onerous and antidemocratic rule. Before the Reaganites dropped it in 1985, the nation's broadcasters, in order to avoid penalty, decided to feature almost no public affairs programming at all, and then only the most boring programming possible. That changed. The Fairness Doctrine's demise led to vigorous public debate, and to a new platform - talk radio - for conservatives. Reinstating it would be an assault on free speech. This would not stop Pelosi. Add to this the protectionist measures the Democrats are sure to pass, and you have a recipe for disaster. There's a term for an economic program of government spending, higher taxes, and tariffs. It's called Hooverism. It didn't work out so well the last time, and this time it's likely to make the current recession worse.

Links - Highway Bill
Unions support the highway bill – it would increase union jobs 

Bennish 2012 ( Steve staff writer – Dayton Daily News 03/08/12 Union urges passage of highway bill Campaign in Ohio, Kentucky focuses on $109B Senate measure., http://www.daytondailynews.com/business/union-urges-passage-of-highway-bill-1340850.html, 06/21/12)

A highway construction union is rolling out a two-state campaign complete with 100,000 mock warning pamphlets and a “Emergency Bridge Repair Team” flatbed truck loaded with a giant roll of duct tape — all to urge Congress to pass a long-term highway bill. The campaign is only in Kentucky and Ohio and is from the 500,000-member Laborers’ International Union of North America. It follows last month’s 14-city tour with a stop in Dayton by the U.S. Chamber of Commerce that also urged passage. The union said the $109 billion Senate highway bill would keep investment level for two years. The union campaign targets Republican leadership in Congress — Speaker of the House John Boehner, R-West Chester, and Senate Minority Leader Mitch McConnell of Kentucky. McConnell’s office said bill negotiations continue, and McConnell said Tuesday that he thinks an agreement will be reached. Boehner, in remarks Wednesday, said members have worked “to develop a different kind of highway bill, one that reflects our conservative principles and charts a new course for the highway program.” Union spokeswoman Jaclyn Houser said the two top Republican leaders are targeted because as party leaders they should be able to bring a bipartisan bill to the floor. Houser cited an American Society of Civil Engineers estimate that 24 percent of bridges — 143,000 nationwide — have been deemed structurally deficient or functionally obsolete by Federal Highway Administration inspectors. Congress faces a March 31 deadline to extend the highway bill. The union said the campaign includes radio spots in Ohio and Kentucky that run all month, a direct mail targeting voters entitled “How to Survive a Collapsed Bridge,” with info on bridge collapses from the U.S. Army’s survival guide.

Infrastructure stimulus increases inflation because promoting union jobs causes wage growth and stagflation

Continetti, 2008-  Editor-in-chief of The Washington Free Beacon [Matthew,  Here They Come, The Weekly Standard 14,  Oct 27 2008, proquest, June 19, 2012]

Obama says Washington needs to "invest" tax dollars in alternative energy, infrastructure, health insurance subsidies, and education before it starts worrying about deficit reduction. Paul Krugman writes that "now is not the time to worry about the deficit." Pelosi wants Congress to pass another $300 billion economic stimulus package by the end of the year - even though the previous $300 billion Congress spent last winter had no discernible effect. The GOP has been horrible on spending. The Democrats will be worse. Then there's "card-check" legislation, which is, and we are not making this up, too liberal for George McGovern. Card-check would eliminate the secret ballot in union elections. Instead, a workplace would be unionized once a certain number of employees signed cards saying they wanted a union. This is great news if you are a boss at the jointfitters' local who wants to branch out into more "legitimate" enterprises. Under card-check, all that will be required is for you to send some employees - large, well-dressed, tatooed men with clever nicknames like "Walnuts" and "The Chin" over to the nearby office park to "collect" signatures. But card-check is bad news for just about everybody else. Unions hurt productivity. They freeze labor markets. They cause unemployment to rise. They politicize the workplace, increase bureaucracy, and weigh down business with regulations and negotiations. And they were a major factor behind the 1970s wage-price spiral, which contributed to stagflation. The Democrats will undoubtedly pursue some of their other favorite activities, such as expanding government health care and enacting a cap-and-trade regime on carbon emissions guaranteed to raise energy prices. They may even reimpose the "Fairness Doctrine," which is, naturally, neither fair nor technically a doctrine. It's a Truman-era regulation requiring broadcasters to devote a certain number of hours to public affairs, and to present contrasting views. Sounds nice. In reality, though, the Fairness Doctrine is an onerous and antidemocratic rule. Before the Reaganites dropped it in 1985, the nation's broadcasters, in order to avoid penalty, decided to feature almost no public affairs programming at all, and then only the most boring programming possible. That changed. The Fairness Doctrine's demise led to vigorous public debate, and to a new platform - talk radio - for conservatives. Reinstating it would be an assault on free speech. This would not stop Pelosi. Add to this the protectionist measures the Democrats are sure to pass, and you have a recipe for disaster. There's a term for an economic program of government spending, higher taxes, and tariffs. It's called Hooverism. It didn't work out so well the last time, and this time it's likely to make the current recession worse.

Links - Pipelines
Unions support pipeline construction – they are union jobs

Goode 2012 - Senior energy and environment reporter for Politico ( Darren, 1/20, graduated from university of Georgia with a degree in journalism, Keystone pipeline sparks labor civil war, http://www.politico.com/news/stories/0112/71733.html)

“People are pissed,” said one U.S. labor official who supports the proposed TransCanada pipeline. “The emotions are really, really raw right now. This is a big deal." “It’s repulsive, it’s disgusting and we’re not going to stand idly by,” Laborers’ International Union of North America General President Terry O’Sullivan told POLITICO. “The rules have changed. So we’ll react accordingly.” O’Sullivan said the first move will be to pull his union out of the BlueGreen Alliance — a coalition of environmental groups and labor unions that represented nearly all of the groups that signed a joint statement backing Obama. (The BlueGreen Alliance itself did not take a position on the pipeline.) “Unions and environmental groups that have no equity in the work have kicked our members in the teeth,” O’Sullivan said. “And anger is an understatement as to how we feel about it. We’re not sitting at the same table as people that destroy our members’ lives.” Several unions that had not previously staked out a public position on the pipeline — including the Service Employees International Union, the United Autoworkers, the United Steelworkers and the Communications Workers of America — joined the Sierra Club and Natural Resources Defense Council in signing the statement. Wednesday’s statement came after heated discussions in the labor community, as unions backing the pipeline tried to convince those that had not taken a public position yet to back off from doing so. The message was blunt: We don’t get involved in your business; you shouldn’t get involved in ours. “It’s the equivalent of us stepping in when they were doing the bailout of General Motors and saying ‘this is bullsh—,’” a pro-pipeline labor official said. “Nobody wants to step up to help us. Or just stay silent and let us fight our battles.” But the unions who signed the joint statement said it was the right thing to do and was necessary to help Obama fend off Republican attacks over his jobs record. “We’ve worked with Sierra [Club] and the others for a long time and we raised the issues about the hypocrisy of the Republicans in our statement,” Communications Workers of America spokeswoman Candice Johnson said. “That’s what we believe and … we thought it was very important to lay out exactly what was happening.” “It was kind of not explicitly about the president’s decision [on the pipeline] but the main issue was to rally around the president when the issue of jobs was being taken over by the GOP,” said Sean Sweeney, director of the Global Labor Institute at Cornell University, who helped the effort. The joint statement labels the pipeline as a “complex project which deserved the careful consideration regarding its environmental and economic impacts that the Obama administration planned to provide.” It also goes after Republicans for making “a cynical move” by requiring a verdict in a limited time frame and lists Obama-backed jobs initiatives that the undersigned groups contend Republicans have opposed. This contrasted sharply with cries from unions such as the Building and Construction Trades Department of the AFL-CIO that support the pipeline and said Obama made the wrong call.

Infrastructure stimulus increases inflation because promoting union jobs causes wage growth and stagflation

Continetti, 2008-  Editor-in-chief of The Washington Free Beacon [Matthew,  Here They Come, The Weekly Standard 14,  Oct 27 2008, proquest, June 19, 2012]

Obama says Washington needs to "invest" tax dollars in alternative energy, infrastructure, health insurance subsidies, and education before it starts worrying about deficit reduction. Paul Krugman writes that "now is not the time to worry about the deficit." Pelosi wants Congress to pass another $300 billion economic stimulus package by the end of the year - even though the previous $300 billion Congress spent last winter had no discernible effect. The GOP has been horrible on spending. The Democrats will be worse. Then there's "card-check" legislation, which is, and we are not making this up, too liberal for George McGovern. Card-check would eliminate the secret ballot in union elections. Instead, a workplace would be unionized once a certain number of employees signed cards saying they wanted a union. This is great news if you are a boss at the jointfitters' local who wants to branch out into more "legitimate" enterprises. Under card-check, all that will be required is for you to send some employees - large, well-dressed, tatooed men with clever nicknames like "Walnuts" and "The Chin" over to the nearby office park to "collect" signatures. But card-check is bad news for just about everybody else. Unions hurt productivity. They freeze labor markets. They cause unemployment to rise. They politicize the workplace, increase bureaucracy, and weigh down business with regulations and negotiations. And they were a major factor behind the 1970s wage-price spiral, which contributed to stagflation. The Democrats will undoubtedly pursue some of their other favorite activities, such as expanding government health care and enacting a cap-and-trade regime on carbon emissions guaranteed to raise energy prices. They may even reimpose the "Fairness Doctrine," which is, naturally, neither fair nor technically a doctrine. It's a Truman-era regulation requiring broadcasters to devote a certain number of hours to public affairs, and to present contrasting views. Sounds nice. In reality, though, the Fairness Doctrine is an onerous and antidemocratic rule. Before the Reaganites dropped it in 1985, the nation's broadcasters, in order to avoid penalty, decided to feature almost no public affairs programming at all, and then only the most boring programming possible. That changed. The Fairness Doctrine's demise led to vigorous public debate, and to a new platform - talk radio - for conservatives. Reinstating it would be an assault on free speech. This would not stop Pelosi. Add to this the protectionist measures the Democrats are sure to pass, and you have a recipe for disaster. There's a term for an economic program of government spending, higher taxes, and tariffs. It's called Hooverism. It didn't work out so well the last time, and this time it's likely to make the current recession worse.

Unions support pipelines because they increase union jobs

Goode 2012 - Senior energy and environment reporter for Politico ( Darren, 1/20, graduated from university of Georgia with a degree in journalism, Keystone pipeline sparks labor civil war, http://www.politico.com/news/stories/0112/71733.html)

“As it became clearer and clearer that this was more gamesmanship by Republicans, we knew we had to make our positions clear on this also,” said CWA’s Johnson. Republicans readily pointed to support for the pipeline from major unions — including the Teamsters and their membership of more than 1 million workers. On the other side, critics of the pipeline were represented mainly by the relatively tiny Transport Workers Union and Amalgamated Transit Union — who represent nearly 400,000 workers combined. But that seesaw game changed Wednesday, most notably with SEIU — which has close to 2 million members — coming out to oppose the project. AFL-CIO President Richard Trumka has acknowledged the division among his unions on the pipeline. “But we cannot have a trust-building conversation about it unless opponents of the pipeline recognize that construction jobs are real jobs, good jobs, and supporters of the pipeline recognize that tar sands oil raises real issues in terms of climate change,” he said Jan. 12 at a U.N. climate risk summit. The AFL-CIO itself is neutral on the project due to the split within its membership. An AFL-CIO spokesman declined to comment. The question now is whether the union rift will affect labor’s support for the president. “There’ll be strong disagreements at times,” said Jim Spellane, a spokesman for the International Brotherhood of Electrical Workers, which supports the Keystone project. “But when you look at the bigger picture I think people understand that the more we stick together, the better off we are.” Spellane said IBEW is backing Obama regardless of the Keystone decision because Republican candidates are overall on worse on the union’s priorities. “You have to look at the whole picture and some of these Republicans who are crying foul voted against infrastructure projects and many other pieces of legislation,” Spellane said. The plumbers and pipefitters union was the first AFL-CIO affiliated union to endorse Obama’s presidential run in 2008 and gave an early endorsement to Obama’s 2012 run in August of last year. The union is headed by William Hite, a fellow Chicagoan of Obama’s who has served on his Export Council. The Teamsters Union has been conspicuously quiet about Obama’s decision despite their support of the pipeline and being one of the five unions that signed the labor contract. A Teamsters spokesman declined to comment and referred questions about Obama’s decision to the Building and Construction Trades Department of the AFL-CIO.

Links – Fiscal Stimulus 
Keynesian spending crushes the economy – it causes hyperinflation – empirically proven

Davis, 2010 – editor of Phils Stock World [Phil. http://seekingalpha.com/instablog/6284-philip-davis/75412-additional-commentary-on-hayek-vs-keynes Additional Commentary on Hayek vs Keynes Jun 8, 2010 Accessed June 20, 2012] 

Endgame/Exec - No realistic solution. Right now we have a battle between US Keynesians and the Hayek crowd in the EU. Europe followed Keynes after WWI and ended up with hyperinflation and WWII while the US followed Keynes but the fact is that we were heading into another disaster UNTIL WWII kicked off our manufacturing and sent 20M unemployed people overseas, where they sent their paychecks home to add to household savings (which were partially forced by rationing). The US government was able to finance a massive debt cheaply by issuing bonds (war bonds!) as well as the global investment flight to the relative safety of the US. Putting women to work put more and more money in people’s banks and, after playing war games for 4 years, the boys came home and everyone could afford new cars, new homes and appliances and that put even more people to work and led us to a pretty good quarter-century of growth. THAT’S the only reason the Keynesian solution worked. Otherwise, as Europe painfully learned in the 30s, the hangover isn’t worth the party. I think the endgame for the US is hyperinflation. It’s the only way we’ll ever pay off this debt (with funny money) and that means equities are safer than cash. There’s no logic in us "tightening our belts" because we don’t have the same social safety net Europe has so it is asinine to talk about the US going into austerity mode and letting unemployment rise to 20% becuase THEN you will see riots pretty much everywhere in this country and our state budgets can’t afford the police to manage the mobs. 

Links – Employment
Increasing employment drives up wages – empirics prove

Pettinger, 2009 -Economics Professor at Cherwell College Oxford [Tejvan 3/3/09 “Phillips Curve Explained,” Economics Help, accessed 6/19/12, http://www.economicshelp.org/blog/1364/economics/phillips-curve-explained/]

The Phillips curve originated out of analysis comparing money wage growth with unemployment. The findings of A.W. Phillips in The Relationship between Unemployment and the Rate of Change of Money Wages in the United Kingdom 1861–1957 suggested there was an inverse correlation between the rate of change in money wages and unemployment. For example a rise in unemployment was associated with declining wage growth and vice versa. This analysis was later extended to look at relationship between inflation and unemployment. Again the 1950s and 1960s showed there was evidence of this inverse trade off between unemployment and inflation. To understand why there is a trade off have a look at this post explaining the link between AD/AS and the phillips curve There are occasions when you can see a trade off. For example, between 1979 and 1983, we see inflation (CPI) fall from 15% to 2.5%. During this period, we see a rise in unemployment from 5% to 11%. However, Monetarists have always been critical of this Phillips curve trade off. They argue that in the long run there is no trade off as LRAS is inelastic. Is there still a Phillips Curve Trade Off?

Reducing Unemployment increases inflation – despite alternate causalities, the consensus of empirical evidence proves

Pettinger, 2009 -Economics Professor at Cherwell College Oxford [Tejvan 3/3/09 “Phillips Curve Explained,” Economics Help, accessed 6/19/12, http://www.economicshelp.org/blog/1364/economics/phillips-curve-explained/]

Evidence from the 1970s suggested the trade off had broken down. The 1970s witnessed a rise in stagflation – rising unemployment and inflation. However, others argued there was still a trade off – the phillips curve had just shifted to the right giving a worse trade off because of cost-push inflation.. In the early 2000s, the trade off seemed to improve. Helped with low global inflation. Unemployment in UK fell without any rise in inflation. Some argued this period of stability had ended boom and bust cycles with the classic trade off between inflation and unemployment. Since the mid 2008s we have seen a rise in the unemployment rate and a fall in inflation. Part of this fall in inflation is the drop in oil prices. But, it also reflects the fact as the economy enters into recession we get a rise in unemployment and inflationary pressures fall away. There are many factors affecting inflation and unemployment. At the very least the Phillips curve is not stable. The trade offs between inflation and unemployment are often changing due to supply side factors. I think most economists would agree there is a trade off, at least in the short term. If you boost aggregate demand then unemployment will fall, but at the cost of higher inflation.

Low unemployment causes inflation-Britain proves

Investment Adviser 2010 May 10, 2010 “Inflation 'perfect storm' brewing, claims Callow” June 20, 2012 http://www.lexisnexis.com.proxy.lib.umich.edu/hottopics/lnacademic/)

An inflation "perfect storm" could be brewing, according to Midas Capital Partners fund manager Simon Callow. Mr Callow said loose monetary policy could lead to the recuperation of bank balance sheets and a return to a positive feedback loop, with banks releasing the quantitative easing money into the real economy through increased lending. This could, he said, create economic growth, falling unemployment and an output gap overestimation, which would, in turn, lead to accelerated inflation.

Reducing unemployment pushes up inflation – it disturbs the natural rate

Katz 98 Professor of economics at Harvard (Lawerence F., June 1998, UNEMPLOYMENT AND THE AUSTRALIAN LABOUR MARKET, Economic Group Reserve Bank of Australia and Centre for Economic Policy Research Australian National University, “Reflections on US Labour Market Performance”, http://www-ho.rba.gov.au/publications/confs/1998/conf-vol-1998.pdf#page=347 06/19/12 Google Scholar)

2.1 Cyclical versus structural unemployment Most analytical discussions of unemployment since Friedman (1968) and Phelps (1968) start with the hypothesis that at any given time, a national economy is characterised by a ‘natural rate of unemployment’ (also denoted the non-accelerating inflation rate of unemployment or NAIRU). Aggregate demand expansions can (at least temporarily) push the economy below this rate of unemployment, but only at a cost of accelerating inflation. Shocks that raise unemployment above the natural rate similarly lead to decelerating inflation. As long as policy avoids explosive inflation or deflation, the economy cannot remain persistently above or below the natural rate of unemployment, but it may fluctuate around it. This hypothesis suggests separating changes in unemployment into ‘cyclical’ fluctuations around the natural rate, and ‘structural’ movements in the natural rate itself. In an influential but extremely long sentence, Milton Friedman (1968, p. 8) explained: ‘The natural rate of unemployment is the level which would be ground out by the Walrasian system of general equilibrium equations, provided that there is imbedded in them the actual structural characteristics of the labour and commodity markets, including market imperfections, stochastic variability in demands and supplies, the cost of gathering information about job vacancies and labour availabilities, the costs of mobility, and so on’. Thus, changes in labour market institutions, changes in unemployment benefits policies, demographic changes and Friedman’s catch-all category of ‘so on’ are potential structural sources of changes in unemployment. Figure 1 illustrates the time patterns of the unemployment rates for the United States, OECD Europe, and Australia from 1970 to 1997.

Reducing unemployment increases inflation – empirical evidence proves

Katz 98 Professor of economics at Harvard (Lawerence F., June 1998, UNEMPLOYMENT AND THE AUSTRALIAN LABOUR MARKET, Economic Group Reserve Bank of Australia and Centre for Economic Policy Research Australian National University, “Reflections on US Labour Market Performance”, http://www-ho.rba.gov.au/publications/confs/1998/conf-vol-1998.pdf#page=347 06/19/12 Google Scholar)

The extent to which inflation accelerates when unemployment is low and decelerates when the rate is high is further illustrated for the United States in Figure 2. Following Staiger, Stock and Watson (1997), we plot the change in inflation (using the chain-weighted GDP deflator) on unemployment in the previous year for the past 25 years and the OLS prediction line for the relationship. The implied natural rate of unemployment is 6.56 per cent over this period. The plot shows that inflation tends to accelerate in the next year when unemployment is below the estimated (time-invariant) natural rate (9 out of 12 observations) and tends to decelerate when unemployment is above this unemployment level (9 out of 13 observations). Inflation decelerated in 1996 and 1997 despite quite low unemployment rates in the previous year, further suggesting a decline in the US natural rate in the 1990s or some favourable (transitory) supply shocks (Gordon 1997b). One can do somewhat better with more sophisticated models, or with a demographically adjusted unemployment rate. Still, the natural rate hypothesis with a reasonably stable NAIRU and cyclical fluctuations in unemployment around the NAIRU seems to work fairly well for the United States. But the experience of the past few years of continued declines in unemployment below previous estimates of the NAIRU (typically 6 per cent or higher in the early 1990s) with no acceleration in inflation, raises the issues of what appears to have caused a recent decline in the US natural rate of unemployment.
Unemployment slows inflation – other nations prove

Katz 98 Professor of economics at Harvard (Lawerence F., June 1998, UNEMPLOYMENT AND THE AUSTRALIAN LABOUR MARKET, Economic Group Reserve Bank of Australia and Centre for Economic Policy Research Australian National University, “Reflections on US Labour Market Performance”, http://www-ho.rba.gov.au/publications/confs/1998/conf-vol-1998.pdf#page=347 06/19/12 Google Scholar)

This logic has motivated the analysis for explanations based on ‘hysteresis’ – the notion that the history of unemployment itself may have long-lasting effects on the natural rate (Blanchard 1991; Blanchard and Summers 1986). Various shocks to many OECD economies, including the oil shocks of the 1970s and tight monetary policy in the 1980s, led to high unemployment. Even after these shocks had played out by the late 1980s, sustained high unemployment dominated by long-term unemployment translated into a higher natural rate of unemployment. The periods of high unemployment were of shorter duration in the United States, and the lower generosity of unemployment benefits and lower insider bargaining power, meant the unemployed continued to put strong pressure on wage-setting in the United States. A number of potential channels exist for hysteresis in unemployment. A long period of high unemployment, particularly when unemployment benefits are long-lasting, leads to an increase in the proportion of the long-term unemployed. This pattern is apparent in the 1980s in most countries with persistent high unemployment into the 1990s. If the human capital of the long-term unemployed depreciates or if they become discouraged and less effective in job search, their impact on wage bargaining will decrease, leading to an upward shift of the (W/P) s relation and a higher natural rate of unemployment. Concentrated high rates of joblessness and (perceived or real) lack of opportunity in the legitimate labour market may further erode human capital by increased crime involvement and drug use. These changes may have long-lasting effects across generations through family and neighbourhood effects. Sociological factors may also effectively increase the reservation wage of the unemployed by reducing the stigma of joblessness and making it more acceptable to utilise benefits to their fullest (Lindbeck 1995). Much evidence is suggestive of such ‘social hysteresis’ effects in concentrated poverty areas of US cities (Wilson 1996). The empirical case for these hysteresis mechanisms affecting the evolution of national unemployment rates is somewhat ambiguous. But Ball (1997) presents striking evidence that those OECD countries with longer or larger disinflations, especially those with both long disinflations and generous (long duration) unemployment benefits, experienced larger increases in the natural rate of unemployment from 1980 to 1990. Under this scenario, the United States experienced no increase in the natural rate of unemployment in the 1980s because of a sharp but rapid disinflation in the early 1980s and because of short duration unemployment benefits reducing hysteresis effects.20 Lawrence F. Katz

Unemployment keeps wage inflation low – direct relationship

Investors Chronicle 09 (“Unemployment, inflation and bonds” November 13, 2009 June 20, 2012, Lexis)

High US unemployment points to inflation falling. But this isn't necessarily good news for bonds. Is high US unemployment a reason to be optimistic about bond yields? Superficially, it seems so - after all, unemployment keeps a lid on wages and contains inflation. Bonds are attractive in low-inflation environments, so their prices rise and yields fall. And there's a strong link between unemployment and future inflation. Since January 1997, the correlation between the jobless rate and core consumer price inflation in the following 12 months has been a hefty minus 0.71, with unemployment alone explaining over half the variation in subsequent inflation.

Links - Growth
Only slow growth can prevent a wage-price spiral- India proves

Jangannathan, 2011 - fmr. Editor at Business Today [R, May - editor at web 18, fmr. Editor at DNA, Business Today, Business World, Business Standard, Indian Management, and Financial Express, Firstpost, accessed 6/19/2012, http://www.firstpost.com/economy/indian-economy-is-caught-in-the-classic-wage-price-spiral-17870.html] 

Quite clearly, as wages keep rising, more money will be spent on food, driving up food inflation. This will spur demand for higher wages. NREGA wages are already indexed to inflation. This is where the decision to raise MSP will add fuel to the fire. Considering the fact that the government is yet to raise diesel prices, we are nowhere near the end of the price-rise game. Where will it all end? A wage-price spiral cannot continue forever – or we will all price ourselves out of food and necessities. The only way this is going to cool down is through slower economic growth. While official forecasts are still talking of growth in 2011-12 slowing to around 8 percent, Morgan Stanley’s Asia-Pacific Economist Chetan Ahya says his organisation has already cut growth forecasts twice for India and it now stands at 7.7 percent. So batten down the hatches. India is slowing down for sure.

Internal Links - Unions
Infrastructure stimulus increases inflation because it boosts spending and promotes unions – this causes stagflation

Continetti, 2008-  Editor-in-chief of The Washington Free Beacon [Matthew,  Here They Come, The Weekly Standard 14,  Oct 27 2008, proquest, June 19, 2012]

Obama says Washington needs to "invest" tax dollars in alternative energy, infrastructure, health insurance subsidies, and education before it starts worrying about deficit reduction. Paul Krugman writes that "now is not the time to worry about the deficit." Pelosi wants Congress to pass another $300 billion economic stimulus package by the end of the year - even though the previous $300 billion Congress spent last winter had no discernible effect. The GOP has been horrible on spending. The Democrats will be worse. Then there's "card-check" legislation, which is, and we are not making this up, too liberal for George McGovern. Card-check would eliminate the secret ballot in union elections. Instead, a workplace would be unionized once a certain number of employees signed cards saying they wanted a union. This is great news if you are a boss at the jointfitters' local who wants to branch out into more "legitimate" enterprises. Under card-check, all that will be required is for you to send some employees - large, well-dressed, tatooed men with clever nicknames like "Walnuts" and "The Chin" over to the nearby office park to "collect" signatures. But card-check is bad news for just about everybody else. Unions hurt productivity. They freeze labor markets. They cause unemployment to rise. They politicize the workplace, increase bureaucracy, and weigh down business with regulations and negotiations. And they were a major factor behind the 1970s wage-price spiral, which contributed to stagflation. The Democrats will undoubtedly pursue some of their other favorite activities, such as expanding government health care and enacting a cap-and-trade regime on carbon emissions guaranteed to raise energy prices. They may even reimpose the "Fairness Doctrine," which is, naturally, neither fair nor technically a doctrine. It's a Truman-era regulation requiring broadcasters to devote a certain number of hours to public affairs, and to present contrasting views. Sounds nice. In reality, though, the Fairness Doctrine is an onerous and antidemocratic rule. Before the Reaganites dropped it in 1985, the nation's broadcasters, in order to avoid penalty, decided to feature almost no public affairs programming at all, and then only the most boring programming possible. That changed. The Fairness Doctrine's demise led to vigorous public debate, and to a new platform - talk radio - for conservatives. Reinstating it would be an assault on free speech. This would not stop Pelosi. Add to this the protectionist measures the Democrats are sure to pass, and you have a recipe for disaster. There's a term for an economic program of government spending, higher taxes, and tariffs. It's called Hooverism. It didn't work out so well the last time, and this time it's likely to make the current recession worse.

Normal means for government infrastructure projects is to favor union labor.

Pugh, 2012 – A staff writer for McClatchy Newpapers (Tony, “Controversy over the labor for stimulus projects,” timesdispatch.com, April 04, Accessed June 21 2012 http://www2.timesdispatch.com/m/lifestyles/2009/apr/04/i-stim0328_20090402-232509-ar-47375/)

Nonunion contractors and minority and female workers fear that they could miss out on major construction projects funded by the economic stimulus package because President Barack Obama has issued a directive on contracting that favors union labor. An executive order that Obama signed in February "encourage[s] executive agencies to consider requiring the use of project labor agreements" on federal construction projects of $25 million or more. PLAs are collective-bargaining agreements with labor unions that set the terms and conditions of employment on large construction projects. They typically make unions the bargaining representatives for workers at sites, even though 85 percent of U.S. construction workers are not union members. They also require nonunion workers to join unions and pay membership dues for the projects' duration.

Transportation infrastructure jobs increase wages because they are union jobs – empirically proven

McCulloch 11- Senior Policy and Legislative Advocate for the BlueGreen Alliance, [Rob McCulloch, “Unions Vital to Building Infrastructure,” The National Journal, http://transportation.nationaljournal.com/2011/08/the-role-of-labor-in-transport.php, accessed 6-21-2012) 

Our nation’s construction workers are on the forefront of building the infrastructure necessary to grow our economy and create healthy, sustainable communities. We are moving, albeit slowly, to bring our 20th century transportation system into the 21st, by repairing and upgrading our highways, expanding transit access, modernizing our aviation system, and making the vehicles across these modes more efficient and produced domestically. These investments are necessary to ensure the America competes effectively in the global economy. They are also vital to ensuring the U.S. moves to a clean energy economy, by making the ways we move goods and people more efficient and less polluting. In addition to promoting efficiency and reducing environmental impact, fair labor practices help satisfy considerations of economic sustainability. In employment terms, this means a job pays a living wage, features benefits, provides avenues for advancement, and is conducted in an environment where the health and safety of workers is paramount. When workers are able to freely choose a union, the economy benefits. The Economic Policy Institute estimates that if 5 million service workers were to join unions, approximately $34 billion in new wages would flow into the U.S. economy. The uproar over the recent FAA debate is politically motivated — it’s about politics and ideology, not the economy. Many of the forces attacking this rule are the same crowd who want to defund government services entirely and dismantle protections for workers. We’ve seen that fair labor practices and transportation investment can align effectively. For example, projects driven by the American Recovery and Reinvestment Act — with prevailing wage and domestic sourcing requirements —created and supported quality U.S. jobs. We cannot outsource transportation services, and they are too critical to the economy to be done cut-rate. Fair labor practices built much of the great transportation infrastructure we have in place today. Sacrificing that does not bring us to a better future. 

Unions control infrastructure construction jobs, which drives up wages and reduces competition

Roth 11- Research Fellow at the Independent Institute, [Gabriel, Rees Jeffreys Fellowship at the UK Road Research Laboratory, and studies at the Department of Applied Economics (University of Cambridge), “Labor unions: Helpful for transport?”, The Nation Journal, August 9, 2011, http://transportation.nationaljournal.com/2011/08/the-role-of-labor-in-transport.php, accessed 6-21-2012)

Labor unions can influence transport policies profoundly. Were not the dockers’ unions a major factor in the rise of container ships, that caused so many of their members to lose their lucrative jobs? Labor unions have succeeded in all but eliminating public transport services provided by shared taxis and by associations of independent minibus owners. These provide unsubsidized, high-frequency, seated, service all over the world, e.g. the “Sherut” shared taxis in Israel and the “Service “ services in other Middle East countries. In the US such services seem to be provided only in Atlantic City (legally) and in New York City (illegally). Their re-introduction in other US areas could improve employment significantly — not only to those directly employed, but also to those offered improved access to jobs and other destinations. In highway construction, Davis-Bacon regulations and Project Labor Agreements substantially raise costs and inhibit employment. Labor unions can be praised for improving the conditions of their members, but not for suppressing competition from non-unionized providers. Does this not put them on a par with price-fixing cartels, which are prohibited in the US and in many other countries? 

Internal Links – Wage Inflation
Wage inflation turns moderate inflation into stagflation - it overwhelms employment

Sinai, 08, chief global economist at Decision Economics, (allen, strategist and president, decision economics, inc.; “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

The pattern of economic growth and inflation that is showing in the U.S. and globally is one of stagflation. The ``Stagflation Footprint'' appears in Table 3, with recent patterns and expectations of growth and inflation shown for several key countries and global regions. 2008:2 already is essentially known, in particular virtually all of actual inflation. Second quarter results on real GDP still are not available for a number of countries. Weak economic growth and high or rising inflation represents two parameters that can define Stagflation. Others are jobs and the unemployment rate and the presence of pass-through from initial exogenous, or endogenous, sources of inflation such as energy inflation, wages, and nonlabor costs. The long-term presence of rising crude oil prices and lately food prices also are markers of Stagflation, certainly present in other historical episodes that have been so characterized. Crude oil prices, on average, have been rising since $19/barrel for light crude in November 2001 and particularly so over the past year where the increases do not appear to be solely endogenous. Exactly why crude oil prices have recently risen so far, so fast, is a puzzle. But, the effects on global inflation and on the inflation rates of a large number of countries are clear in the data. In many countries, wage inflation also is accelerating. This is particularly true in the emerging or developing world, where booms have occurred and unemployment rates moved to very low levels. Costs-ofproduction are rising sharply in these countries. And, given the global nature of production and consumption, as well as the ability technologically to produce, distribute, and ship almost anywhere, the price and wage inflation of the emerging world must be regarded as a potential source of inflation everywhere.

A wage prices spiral causes runaway inflation – empirical examples prove

The New York Times 08 (Staff Writer LOUIS UCHITELLE August 1, 2008, Accessed June 20, 2012, “Fed Fears Wage Spiral That Is Little In Evidence” Lexis]

The issue to be debated by policy makers, who recently finished slashing interest rates in response to the credit crisis and the economic downturn, is how quickly wage pressures could resurface. In the Fed's playbook, employers would grant raises in response to the pressure and then seek to recover the costs of those raises by jacking up prices for a range of everyday items. Their price increases would be followed, again according to the Fed's playbook, with another round of wage increases, to be followed in turn by another round of price increases, setting off a wage-price spiral that would be difficult for the Fed to undo. Just such a spiral drove up the inflation rate in the 1970s, during the first great oil price surge, and it haunts the policy makers to this day. Paul Volcker, then the Fed chairman, finally broke the spiral by pushing interest rates ever higher, precipitating the harsh 1981-2 recession. Inflation and wage demands have remained relatively subdued ever since, but that cannot last in the teeth of another oil price shock, in the view of the current policy makers, who see themselves as Mr. Volcker's spiritual heirs. Some policy makers are much more convinced than others that a modern-day version of the 1970s experience is not only possible but imminent, and they insist that interest rates must go up now to snuff it out, even at the expense of further weakening an already damaged economy. Mr. Fisher, who has voted at past meetings to raise rates, sometimes casting a lone vote, argued in an interview that wages are rising for others around the world, particularly in Asia, and ''American workers will react'' by demanding higher pay for themselves. ''I am concerned,'' he said, ''that at some point they will have to be accommodated because they can't afford the rising costs of gasoline, food, utilities'' and other everyday expenses. That view finds support among economists on Wall Street and at think tanks in Washington. ''If American households are losing ground to inflation,'' said Adam S. Posen, deputy director of the Peterson Institute for International Economics in Washington, ''and they can't resort to automatic cost-of-living adjustments or union power, they'll find some other way, through their demands on the political process and through their expectations.''

The risk of a Wage Price spiral is always there – even if it appears far off – consensus of economists

The New York Times 08 (Staff Writer LOUIS UCHITELLE August 1, 2008, Accessed June 20, 2012, “Fed Fears Wage Spiral That Is Little In Evidence” Lexis]

Among the Fed's policy makers, the majority argue that the wage pressures that Mr. Fisher and a few others see as imminent are still well down the road. Dealing with a nonexistent problem by raising interest rates now, they say, could push a still growing economy into outright recession. But those holding this majority view, among them Ben S. Bernanke, the Fed chairman, invariably add a significant caveat: They could be wrong. Wage pressures could somehow erupt, catching them off guard. Given that risk, they say, they would prefer to raise interest rates from their present very low level rather than do so too late. They refer to this precautionary mind set with another bit of jargon, ''anchoring inflationary expectations,'' which means discouraging workers and employers from engaging in a wage-price spiral by persuading them that inflation will not shoot up. In a bit of circular reasoning, they argue that the inflation rate has not risen significantly since the 1970s because workers and employers were convinced the policy makers simply would not let it happen. So they refrain from fomenting wage-price spirals. Mr. Volcker established the practice of pre-emptive rate increases to ''anchor inflationary expectations,'' and Alan Greenspan, his successor as Fed chairman, embraced it. So has Mr. Bernanke. For its part, the public expects inflation to subside within the next five years, despite the current oil and food price shocks, according to the Reuters/University of Michigan Surveys of Consumers, a barometer closely watched at the Fed.

Internal Links – Interest Rates
Tightening of labor force will lead to increased interest rates in an attempt to curb inflation

Cooper 2005 [James and Kathleen Madigan – staff writers – 6/20/05 ("Weak Payrolls Mask a Tightening Labor Market," Business Week, http://www.businessweek.com/magazine/content/05_25/b3938032_mz010.htm)

THE DEGREE TO WHICH labor markets are tightening will likely be the most crucial factor in future interest-rate decisions by the  Fed, because of what tight job markets imply for future inflation. And recent reports suggest there is a bit more inflation potential in the labor market than earlier data had suggested.  BUT KEEP TWO THINGS IN MIND: One, the wage gains imply that household demand is well supported by income growth, a big factor that helped consumers clear the oil-price hurdle and has increased their ability to pay higher prices generally. Two, the cost of producing a unit of output, or unit labor costs, is picking up. Indeed, the cost squeeze from labor is made even greater by the slowdown in productivity. In the past year, productivity in the nonfarm business sector has grown 2.6%, while labor compensation is up 7%. That resulted in a 4.3% yearly increase in unit labor costs, the sharpest rise in 4 1/2 years. Some of that increase reflects the outsize fourth-quarter advance in pay, but it is nevertheless far greater than the 2.5% increase in prices. Excluding the finance sector and nonincorporated businesses, where productivity measures may be understated because of measurement difficulties, the news is a little better. Productivity among nonfinancial corporations has been much stronger, a trend that probably more accurately reflects current corporate experience. Nevertheless, unit labor costs are still up 2% from a year ago, the steepest climb in 3 1/2 years. Prices in the nonfinancial sector, however, are up 2.1%, the fastest clip in 10 years. In a strong economy, with tight labor markets, this leaves businesses with two options: lift prices to compensate, or watch profit margins get squeezed. In the late 1990s, as unit costs picked up, the lack of pricing power caused margins to suffer. But now, with signs that  businesses are more successful in passing along rising costs through higher prices, the inflation threat is a little bigger. 

High interest rates lead to economic collapse

Barisheff  2005 – co-founder and President of the Bullion Management Services Inc  [ Nick  7/25/05 ("Protecting Your Savings From Inflation," http://www.financialsense,com/fsuieditorials/bms/2005/0725.html
In the past, inflation has been curtailed through domestic interest-rate manipulation. When inflation rises, the central bank imposes higher interest rates on the economy, In the 1970's, then Fed Chairman Paul Volker, raised the Fed Funds rate to 19% in 1981 in order to tame inflation. This action slows consumption, lowers price pressures on goods and services and brings inflation to heel.  Unfortunately, a high interest-rate monetary policy can play havoc with a country's capital markets particularly when the overall debt levels are as high as they are today.  Bonds and debentures are interest-rate sensitive. As interest rates climb, the market price of bonds, debentures and other debt instruments, such as income trusts, declines. Mortgages can lose value just as bonds do. Rising interest rates choke off mortgage markets as borrowers look for alternative means of raising capital. Mortgage-based securities, such as mortgage mutual funds, see the value of their net assets drop along with their market valuations. Although real estate is a tangible asset, it is very interest-rate sensitive. As rates ratchet upwards,  the costs of buying, financing, maintaining and renting real property increase. Eventually, as interest rates rise, the market value of real estate begins to fall,  Increasing interest rates negatively impact the value of stocks, too. Rising rates crimp consumer spending. This slows corporate sales of goods and services and causes inventories to increase, profits to evaporate, stock dividends to shrink and stock prices to weaken. Considering the total US debt, at over 305% of GDP, is more than twice the debt level of the 1970s raising interest rates today could have a devastating impact on today's over leveraged economy.  This puts Alan Greenspan squarely between the proverbial rock and a hard place. If he raises interest rates to subdue inflation and support the US dollar, he risks triggering an economic collapse. If he maintains current interest rates the US dollar may collapse, causing inflation to spiral out of control. If oil prices continue to rise, as a result of hitting Peak Oil, then monetary policy may not be enough to counteract the inflationary affects of rising oil prices.

Raising interest rates hurt consumer confidence

The Christian Science Monitor, 2006 [Mark Trumbull, staff writer, “Inflations rising toll on consumers”, may 18, lexis] 

‘The US economy is remarkably strong and buoyant, but high energy prices and rising interest rates are starting to take a toll on consumers. * The pace of home-mortgage applications is down 15 percent, compared with this week a year ago, as "for sale" signs stay up longer in a slowing home market. * Half of Americans have changed their vacation plans to stay closer to home, according to an Associated Press/Ipsos poll this month. * Prices beyond the gas pump are also edging up. The "core" consumer price index (CPI), which excludes volatile food and energy costs, surprised analysts by jumping 0.3 percent last month, according to a government report Wednesday. These pocketbook pressures don't signal a return of "stagflation" - the harsh blend of recession and rapid inflation that surfaced three decades ago. But they do represent an economic climate less friendly to consumers - a gray zone where the pace of economic growth may be slowing even as the threat of inflation remains in the foreground. "It's finally caught up" to average Americans, says economist Michael Cosgrove, who publishes The Econoclast newsletter in Dallas. "The cost of credit has gotten to a level where it's starting to impact people's decisions negatively."


***IMPACTS***

Inflation Impacts - Economy

Hyperinflation collapses the economy – it triggers a rush to commodities

Lira, 2010- Freelance writer for Business Insider [Gonzalo, 8/26/2010, “Hyperinflation, Part II: What It Will Look Like”, Gonzalo Lira, accessed 6/21/12, http://gonzalolira.blogspot.com/2010/08/hyperinflation-part-ii-what-it-will.html]

If Treasuries tank, and the markets all barrel into commodities, then prices will rise for regular consumers—this should not be a controversial inference. What would consumers do, with suddenly much higher gas prices, and soon much higher food prices? Simple: They’ll bust open their piggy banks, whatsoever those piggy banks might happen to be: 401(k)s, whatever equities they might have, etc. But if the higher consumer prices continue—or become worse—what will happen to the 320 million American consumers? They’ll start buying more gas now, rather than wait around for tomorrow—and the market will react to this. How? Two way: Prices of commodities will rise even further—and asset prices will fall even lower. Again, the man in the desert, the diamonds, and the water: If American consumers are getting hit at the gas station and the supermarket, they’ll start selling everything so as to buy gas, heating oil (most especially) and foodstuffs. The Treasury panic will thus be transfered to the average consumer—from Wall Street to Main Street by way of $15 a gallon gas prices, and $10 a gallon heating oil prices. All other consumer prices would soon follow the leads of gas, heating oil and food. In the above bit of Chilean history, I described how the Allende government printed up escudos to make up for the shortfall in nationalized businesses that was produced by their policy of hiking wages, while at the same time fixing prices. This is a completely different way to hyperinflation than the way I envision it for the American economy—but once the American economy gets there, the effects of hyperinflation will be exactly the same: People will try to get out of assets in order to get hold of commodities. To get all eccy about it, money velocity would approach infinity, as money supply remains (at first) fixed, yet in the panic over commodities, aggregate demand as measured by aggregate transactions goes vertical. Would there be Federal government intervention of some sort? Most definitely—people would be screaming for it. Would food rationing be implemented? Probably, and probably by way of the current Food Stamps program. Troops on the streets, protecting gas stations and supermarkets? Curfews to prevent looting? Palliative dollar printing? Yes, yes, and very likely yes. That last bit—palliative dollar-printing: That’s the key. When palliative dollar-printing happens, it will be the final stages of hyperinflation—it’s when sensible people ought to realize that the crisis is almost over, and that a new normal will soon appear. But this stage will be fucking awful. Palliative dollar printing will take place when the Federal government simply runs out of options. Smart economists will get on CNBC and argue that, “The velocity of money is destroying the economy—we must expand the currency base!” It’ll sound logical, but palliative money-printing will be a policy option born out of panic. The final policy option. It won’t be done for evil conspiratorial reasons—always remember Aphorism #6 (“Never ascribe to malice what can be explained by incompetence.”). It’ll be carried out because of fear and panic. A whole boatload of fools in Washington, on seeing this terrible commodity-driven crisis unfold, with consumer prices shooting the moon, will scream for dollars to be printed—and their rationale will be perfectly reasonable, I can practically hear it now: “We've got to get cash into the hands of the average American citizen, so he or she can buy food and heating oil for their families! We can’t let Americans starve and freeze to death!” Palliative money-printing will take place—hence the average American family will likely be using bundles of $100 bills to fire up the chimney that hyperinflationary winter.

Inflation will cause stagflation – high energy prices have put us on the brink – more inflation will crush the economy

Sinai, 08, chief global economist at Decision Economics, (allen, strategist and president, decision economics, inc.; “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

Almost all countries around the world are seeing at the same time high or rising inflation. In fact, startlingly high in the last 6 or 8 months the number of countries, particularly the emerging world, which creates its own set of problems for policy. That is, the United States, besides having to deal with a weak and weakening economy, we think a prolonged situation of essentially stagnation. We also have to deal with inflation. It is a kind of stagflation. It is not the stagflation of the 1970s and 1980s, but it really is that. And the information and data, as one looks around the world, shows stagflation to have emerged around the world as well. Energy and oil prices and food prices are part of that, and that complicates policy even more because it is going to be impossible to deal with any one problem with only one kind of policy without taking account of other policies that deal with other problems and how they all interact. It is hard enough to deal with one policy and to use it effectively and at the right time to deal with a particular economic problem, let alone the multitude of problems that require an ammunition approach of many policies, all of which have byproducts and side effects in interacting with one another. I think if we come to thinking about it like that here in Washington and elsewhere, that will be very new in macroeconomic policy thinking. The prospect of stagflation in the United States and a weak economy and sticking high inflation creates a tough problem for policy short or long run. It is near impossible for the Federal Reserve to sort that one out, given the dual mandate; and fiscal policy is made much more difficult in that kind of situation as well.

Inflation will cause economic downturn – it cancels a stimulus by causing stagflation

Sinai, 08, chief global economist at Decision Economics, (allen, strategist and president, decision economics, inc.; “a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

Inflation has moved up quite sharply in a large number of countries, particularly over the past six-to-nine months. Of the 47 economies analyzed and forecasted by Decision Economics, Inc. (DE), the inflation indicated has been high or rising in 41 of the countries, in part from the same forces that have been driving U.S. inflation higher--rising oil, energy and food prices--but also from the demand pull of strongly-growing economies and increased costs of production. Inflation targets or the desired ranges of central banks are being exceeded in more than half the countries where applied. Central banks can be hamstrung when there is both recession and too high inflation, or “stagflation,'' not sure which to deal with, the “stag'' or the “flation.'' The combination of a weak or weakening economy, high or rising inflation, and rising unemployment presents an extremely negative backdrop for the U.S. economy. The circumstances being seen now have few parallels--perhaps the downturns of 1973-75, 1979-80, and the early 1980s. But none of these downturns had some of the other challenges now confronting the U.S.--1) contraction and crisis in the financial system with a degree of risk-averse behavior and deleveraging not seen since the 1930s.

Inflation kills the economy – it destroys savings, lenders and investors. 

Flax 2011 – Contributor to Forbes [Bill 3/03/2011 You Call It Inflation, I Call It Theft. Forbes Access Date June 20, 2012

http://www.forbes.com/sites/billflax/2011/03/03/you-call-it-inflation-i-call-it-theft/
Like the Philips Curve, promoting exports by debasing the currency effectively pokes the pendulum. The inflation driven exhilaration proves fleeting as the pendulum swings back like a wrecking ball. Some latch onto the pendulum as it soars higher, but others get whacked as it returns. Inflation is deceitful and ineffective. It swindles savers, fleeces lenders, pumps taxes higher and triggers malinvestment. It doesn’t reduce unemployment; it whittles away your wage. Nor does inflation promote exports, but it does make international trade more frightening. If inflation succeeded, it would be merely dishonest. But as history proves, it never works. Neither Bush, nor Obama’s weak dollar policies did anything to alleviate the overblown “trade deficit” and much to undermine growth. There is no evidence that inflation fosters exports or employment. As Washington plunders the value of our property and expropriates the product of our labor, inflation reduces us to servitude. Debasement is a despicable ploy the government uses to rob you blind. Period.
Inflation kills growth – it destroys savings, reduces net wages and increases debt

Flax 2011 – Contributor to Forbes [Bill 3/03/2011 You Call It Inflation, I Call It Theft. Forbes Access Date June 20, 2012

http://www.forbes.com/sites/billflax/2011/03/03/you-call-it-inflation-i-call-it-theft/
I searched online for “benefits of inflation. ”Inflation Spurs Growth – The theory goes something like this: Since savers realize the value of their money will erode, they spend more quickly thus stimulating the economy. If we believe tomorrow brings higher prices, we buy today. Basically, we spend before the monetary authorities steal our money’s value. Hmm. The proponents of consumption-based stimuli overlook the essentiality of saving. While burying your money in the ground wastes its talents, most save via bank accounts or through the purchase of capital assets. Thus saving makes investment capital available for new businesses hiring new workers and creating new products that sustain and beautify life. The accumulation of capital drives growth. Inflation discourages saving. Inflation buries capital into the ground as people flee toward real estate as a protective hedge. Inflation stymies growth. Inflation Decreases Debt Burdens – If we borrow say, $14 trillion and then cheapen our debt through dollar devaluation, the repaid lenders can’t buy as much thanks to diluted dollars being returned to them.  Inflation essentially harms savers for the benefit of borrowers. Every dollar borrowed requires a dollar saved. The economy gains nothing by such mischief. Generally, borrowers aren’t responsible for this debauchery so it’s not fair to label it theft. In government’s case, dilapidated debts at least rise to the level of fraud. Why does Washington willfully reward the profligate by cheating the prudent? Ah yes, because they exude profligacy. Inflation Increases Asset Values – As the dollar falls, the price of our assets raises commensurately. Stocks, real estate, etc. surge. That sounds wonderful, but their value increases against what? Since the prices for everything else rise too all we’ve secured is a nominal gain for tax collectors to confiscate. We derive no real benefit. A stock that cost $20 thirty years ago would need to fetch over $50 today just to match the CPI, understated as it remains.  If it now costs $40, you pay the IRS on the $20 nominal gain even as your stock actually lost value.  Washington thus rewards itself for its own reckless monetary policy. The more they inflate, the more they take. A similar phenomenon nails your wages. As your salary increases, you pay more taxes even as you can afford less. A two percent raise increases your tax bill two percent, but if prices also rise only the IRS derives any benefit.
Hyperinflation leads to economic collapse- assets lose all value and prices of commodities skyrocket

Lira, 2010- Freelance writer for Business Insider [Gonzalo, 8/23/2010, “How Hyperinflation Will Happen”, Gonzalo Lira, accessed 6/21/12, http://gonzalolira.blogspot.com/2010/08/how-hyperinflation-will-happen.html]

By the end of that terrible day, commodites of all stripes—precious and industrial metals, oil, foodstuffs—will shoot the moon. But it will not be because ordinary citizens have lost faith in the dollar (that will happen in the days and weeks ahead)—it will happen because once Treasuries are not the sure store of value, where are all those money managers supposed to stick all these dollars? In a big old vault? Under the mattress? In euros? Commodities: At the time of the panic, commodities will be perceived as the only sure store of value, if Treasuries are suddenly anathema to the market—just as Treasuries were perceived as the only sure store of value, once so many of the MBS’s and CMBS’s went sour in 2007 and 2008. It won’t be commodity ETF’s, or derivatives—those will be dismissed (rightfully) as being even less safe than Treasuries. Unlike before the Fall of ’08, this go-around, people will pay attention to counterparty risk. So the run on commodities will be for actual, feel-it-’cause-it’s-there commodities. By the end of the day of this panic, commodities will have risen between 50% and 100%. By week’s end, we’re talking 150% to 250%. (My private guess is gold will be finessed, but silver will shoot up the most—to $100 an ounce within the week.) Of course, once commodities start to balloon, that’s when ordinary citizens will get their first taste of hyperinflation. They’ll see it at the gas pumps. If oil spikes from $74 to $150 in a day, and then to $300 in a matter of a week—perfectly possible, in the midst of a panic—the gallon of gasoline will go to, what: $10? $15? $20? So what happens then? People—regular Main Street people—will be crazy to buy up commodities (heating oil, food, gasoline, whatever) and buy them now while they are still more-or-less affordable, rather than later, when that $15 gallon of gas shoots to $30 per gallon. If everyone decides at roughly the same time to exchange one good—currency—for another good—commodities—what happens to the relative price of one and the relative value of the other? Easy: One soars, the other collapses. When people freak out and begin panic-buying basic commodities, their ordinary financial assets—equities, bonds, etc.—will collapse: Everyone will be rushing to get cash, so as to turn around and buy commodities. So immediately after the Treasury markets tank, equities will fall catastrophically, probably within the next few days following the Treasury panic. This collapse in equity prices will bring an equivalent burst in commodity prices—the second leg up, if you will. This sell-off of assets in pursuit of commodities will be self-reinforcing: There won’t be anything to stop it. As it spills over into the everyday economy, regular people will panic and start unloading hard assets—durable goods, cars and trucks, houses—in order to get commodities, principally heating oil, gas and foodstuffs. In other words, real-world assets will not appreciate or even hold their value, when the hyperinflation comes. This is something hyperinflationist-skeptics never quite seem to grasp: In hyperinflation, asset prices don’t skyrocket—they collapse, both nominally and in relation to consumable commodities. A $300,000 house falls to $60,000 or less, or better yet, 50 ounces of silver—because in a hyperinflationist episode, a house is worthless, whereas 50 bits of silver can actually buy you stuff you might need.

Hyperinflation causes economic collapse- Chile proves

Lira, 2010- Freelance writer for Business Insider [Gonzalo, 8/26/2010, “Hyperinflation, Part II: What It Will Look Like”, Gonzalo Lira, accessed 6/21/12, http://gonzalolira.blogspot.com/2010/08/hyperinflation-part-ii-what-it-will.html]

One of the effects of Chile’s hyperinflation was the collapse in asset prices. This would seem counterintuitive. After all, if the prices of consumer goods and basic staples are rising in a hyperinflationary environment, then asset prices should rise as well—right? Equities should rise in price—since more money is chasing after the same number of stock. Real estate prices should rise also—and for the same reason. Right? Actually, wrong—and for a simple reason: Once basic necessities are unmet, and remain unmet for a sustained period of time, any asset will be willingly and instantly sacrificed, in order to meet that basic need. To put it in simple terms: If you were dying of thirst in the middle of the desert, would you give up your family heirloom diamonds, in exchange for a gallon of water? The answer is obvious—yes. You would sacrifice anything and everyting—instantly—in order to meet your basic needs, or those of your family. So as the situation in Chile deteriorated in ’72 and into ’73, the stock market collapsed, the housing market collapsed—everything collapsed, as people either cashed out of their assets in order to buy basic goods and staples on the black market, or cashed out so as to leave the country altogether. No asset class was safe, from this sell-off—it was across-the-board, and total.

AT: “Turn – Jobs Key to Economy”
Inflation kills the economy – it prevents lower and middle classes from increasing consumer spending

The Moderate Voice 2012 (The Moderate Voice “The Good Inflation/Bad Inflation Story” April 14, 2012, June 21, 2012 lexis)

Is inflation in this country well under control? You might think so if you listen to what's coming from the Fed on the subject, or even from Paul Krugman, whose analysis of economic matters I usually find quite perceptive. Unfortunately, however, inflation here is not well under control when you look at it more closely and distinguish between "bad inflation" and "good inflation" as these two measures affect most Americans. Bad inflation takes the form of higher costs for basics like food and gasoline. Everyone eats and food prices are rising, especially on the most basic of items such as bread and milk products. The people most grievously hurt by these increases are the poorest among us, those on food stamps, now suffering more end-of-month hunger days because there has been no increases in the value of their food stamps. The other most wide-spread example of bad inflation is the big price jumps at the gas pump. This most directly hurts working people who commute to their jobs, a kind of inflation tax on the working middle class. Traditionally, in times past, bad inflation hikes on basics such as food and gasoline were offset by good inflation in the form of increases in working people's wages. Not this time. Not only are wages flat, company paid benefits are shrinking, reducing real compensation still further. For older Americans, bad inflation hikes on basics also had a traditional good inflation offset - higher interest rates on their savings. As any financial planner will tell you, older people generally put their savings, the capital they depend on to kick off income that supplements Social Security, into ultra safe investments like federal bonds. And as anyone who depends on such securities to generate supplementary income will also tell you, the payback here today is small to virtually non-existent, certainly less than the official overall inflation rate. This, then, is the good inflation/bad inflation story in this country today. As is true in so many other ways, the poor, the working middle class, the elderly, are getting shafted a lot more directly than well cosseted one percenters. The reason? Because these lucky ones expend a far smaller percentage of their incomes on food and gasoline, and make far higher returns on their far larger capital from investments in Wall Street friendly gaming.

Inflation kills the benefits of employment by decreasing the purchasing power of income
Flax 2011 – Contributor to Forbes [Bill 3/03/2011 You Call It Inflation, I Call It Theft. Forbes Access Date June 20, 2012 http://www.forbes.com/sites/billflax/2011/03/03/you-call-it-inflation-i-call-it-theft/
Inflation Offsets Unemployment – The Philips Curve, the illusion that increasing inflation decreases unemployment, remains a staple of macroeconomics even as few still publicly acknowledge its role. Bernanke, Geithner et al remain smitten by the Philips Curve. To succeed, this essentially entails deceiving workers. Since the price of labor, your wage, is less elastic than many other costs, businesses can raise prices quicker than can employees increase their salary demands. As businesses raise prices to cope with inflation, the cost of labor proportionally lowers. Thus, in Keynesian theory, more workers can be hired as inflation dilutes your pay. Remember this when you hear some self-proclaimed friend of the working man imploring that we accept inflation as a means to expand employment. They peddle pay cuts for workers in real terms versus free marketers who promote wealth generating growth. Growth affords higher living standards for all. Inflation silently erodes living standards.

AT: “Turn – Deflation”
No Turn – inflation doesn’t solve deflation – rising prices won’t increase purchasing power

Krugman , 11 professor of economics and international affairs at Princeton University (Paul, February 25, 2011, June 21, 2012 Centenary Professor at the London School of Economics, “Good Inflation, Bad Inflation” http://krugman.blogs.nytimes.com/2011/02/25/good-inflation-bad-inflation/)

And another economistic piece: FTAlphaville reports that some people believe that surging commodity prices might be good for Japan, because they will make deflation go away. OK, this is a failure to understand the principle. Why does deflation have a depressing effect on the economy? Two reasons. First, it reduces money incomes while debt stays the same, so it worsens balance sheet problems, reducing spending. Second, expectations of future deflation mean that any borrowing now will have to be repaid out of smaller wages (if the borrower is a household) or smaller profits (if the borrower is a firm.) So expected future deflation also reduces spending. So, does a rise in food and energy prices do anything to alleviate these problems? No. In fact, it makes them worse, by reducing purchasing power. So while the commodity surge may temporarily lead to rising headline prices in Japan, the underlying deflation problem won’t be affected at all. In a way, this is another illustration of the need to differentiate among inflation measures. It’s not exactly the same as the usual case for focusing on core inflation, but it’s related. And once again, the point is that looking at “the” inflation rate is a bad guide for policy.

No risk of Deflation – risks are declining

The Washington Post 09 (Staff writer, Robert J. Samuelson “Deflation or Inflation?” June 8, 2009, June 20, 2012, Lexis

There's evidence (better housing and auto sales, stronger growth in "emerging markets") that the danger of a deflationary economic free fall is ebbing. Someday, the Fed will have to raise interest rates. Fed Chairman Ben Bernanke has pledged to preempt high inflation. Will the Fed get the timing right and resist contrary political pressures? Will the pledges reassure markets? One reason they might not is that Bernanke's term as chairman expires in January. Any replacement named by President Obama would be seen, fairly or not, as more beholden to the administration. The president could eliminate that perception by offering Bernanke -- who has performed well in the crisis -- a second four-year term now and, if he accepts, announcing the reappointment. That would not settle today's deflation-inflation debate. Only time will do that, but it would remove a needless uncertainty.

No impact to deflation – it always stabilizes. The Great Depression and Japan prove

Evans 11 Professor of economics and finance at the Univ of Oregon ( George W. April 2, 2011, The Stagnation Regime of the New Keynesian Model and Recent US Policy http://darkwing.uoregon.edu/~gevans/stickystag2april2011r.pdf , 06/19/12)

We now come to the modiﬁcation mentioned in the Introduction. To motivate this we brieﬂy reﬂect on the experience of the US in the 1930s, the Japanese economy since the mid 1990s, and the experience of the US over 2007-2010, as well as the data summary in Figure 1 of Bullard (2010). According to Evans, Guse, and Honkapohja (2008), if we are in the unstable region then we will eventually see a deﬂationary spiral, with eventually falling deﬂation rates. However we have not seen this yet in the US, and this has not happened in Japan, despite an expended period of deﬂation. Similarly, in the US in the 1930s, after two or three years of marked deﬂation, the inﬂation rate stabilized at near zero rates. 8 At the same time, output was greatly depressed, and unemployment much higher, in the US in the 1930s, and low output growth and elevated unemployment rates have also been seen since the mid 1990s in Japan. 8 The initial signiﬁcant deﬂation in 1931 and 1932 can perhaps be explained as due to reverse bottleneck eﬀects (as in Evans (1985)), i.e. reductions in prices when demand falls for goods that had been at capacity production in the prior years.

AT: “Turn - Multiplier Effect”
The multiplier effect is very small, which undermines the economic stimulus

Taylor, 2011 – prof of Economics at Stanford [John B with John Cogan http://www.stanford.edu/~johntayl/CT%20Dec%2024,%202011.pdf WHAT THE GOVERNMENT PURCHASES MULTIPLIER ACTUALLY MUTIPLIED IN THE 2009 STIMULUS PACKAGE December 2011 Accessed June 20 2012]

ABSTRACT Much of the recent economic debate about the impact of stimulus packages has focused on the size of the crucial government purchases multiplier. But equally crucial is the size of the government purchases multiplicand—the change in government purchases of goods and services that the multiplier actually multiplies. Using a new data set, we find that the American Recovery and Reinvestment Act (ARRA) of 2009 increased federal government purchases as a share of GDP by only .19 percent and infrastructure by only .05 percent at its peak in the third quarter of 2010. While state and local governments received substantial grants under ARRA, they did not use these grant to increase their purchases of goods and services as many had predicted. Instead they reduced borrowing and increased transfer payments. A review of research on similar stimulus programs in the 1970s reveals similar behavior on the part of state and local governments, which raises questions about the design and feasibility of such programs in the federal system of the United States. The debate about the impact of the American Recovery and Reinvestment Act of 2009 (ARRA) has been accompanied by a surge of research on the size of the government purchases multiplier. In a recent review of model simulations and empirical studies, Ramey (2011) finds that the range of estimates of the “multiplier for a temporary, deficit-financed increase in government purchases…is probably between 0.8 and 1.5,” adding that “Reasonable people can argue, however, that the data do not reject 0.5 or 2.” In order to evaluate the impact of ARRA on the economy, however, one needs to know what the government purchases multiplier actually multiplied in the case of ARRA—that is, the change in government purchases due to ARRA. Even for extremely large values of the multiplier, the impact on GDP and employment will be very small through this channel if ARRA did not increase government purchases by very much. The purpose of this paper is to estimate the actual change in government purchases due to ARRA, both at the federal and at the state and local level. We use a new data series on the direct effects of ARRA on federal government purchases and on grants to state and local governments. Because the ARRA grants to state and local government are fungible and not synchronized with purchases, determining the effect of ARRA on state and local government purchases is more difficult and uncertain than determining the effect on federal government purchases. We therefore analyze the state and local purchases data in detail. We trace where the money went since ARRA began, estimate time-series regressions of the relationship between ARRA grants and state and local government purchases, and consider a counterfactual. Our main finding is that the increase in government purchases due to the ARRA has been remarkably small, especially when compared to the large size of the overall ARRA package. In fact, the effect of ARRA on purchases appears to be so small that the size of the government purchases multiplier does not matter much compared to many other factors affecting the growth of GDP. We compare our findings on the 2009 stimulus with research by Gramlich (1979) on a similar countercyclical program in the 1970s and find the results to be remarkably similar.

Infrastructure grants don’t have a multiplier effect -  state and local governments do not increase purchases

Taylor, 2011 – prof of Economics at Stanford [John B with John Cogan http://www.stanford.edu/~johntayl/CT%20Dec%2024,%202011.pdf WHAT THE GOVERNMENT PURCHASES MULTIPLIER ACTUALLY MUTIPLIED IN THE 2009 STIMULUS PACKAGE December 2011 Accessed June 20 2012]

The key question is how much an increase in ARRA grants At resulted in an increase in state and local government purchases Gt . Note that, depending on various constraints and expectations, an increase in At could also affect other expenditures Et or loans/borrowings Lt. The Lack of a Response in Government Purchases to ARRA Figure 3 shows the pattern of state and local government purchases from 2000 to the third quarter of 2011. One critical fact stands out in this figure: state and local government purchases declined sharply in the fourth quarter of 2008 and remained remarkably flat for two years. There is no noticeable increase in government purchases during the period of the ARRA grants. Not until the first quarter of 2011, did they pass the level reached in the fourth quarter of 2008. The timing and magnitude of these income and spending changes are shown in more detail in Table 3 which focuses on the period of the ARRA starting in the first quarter of 2009. The table shows the change in state and local government spending and receipts from 4th quarter 2008 levels. The first column shows receipts excluding the ARRA grants . The effect of the recession on state and local income is clear. As the data in column 1 show, state and local receipts declined sharply in the first quarter of 2009 and they then began to rebound, passing the 2008Q4 level by 2009Q4.

Stimulus spending doesn’t have a large multiplier effect – government estimates are far too high

Taylor, 2011 – prof of Economics at Stanford [John B with John Cogan http://www.stanford.edu/~johntayl/CT%20Dec%2024,%202011.pdf WHAT THE GOVERNMENT PURCHASES MULTIPLIER ACTUALLY MUTIPLIED IN THE 2009 STIMULUS PACKAGE December 2011 Accessed June 20 2012]

In making such predictions, economists analyzing the effect of ARRA assumed that the federal grants to state and local governments would generate a larger increase in purchases than what actually occurred. Romer and Bernstein (2009) assumed in January 2009 that 60 percent of grants would go to purchases, stating that “One dollar of state fiscal relief is assumed to result in $0.60 in higher government purchases.” Cogan, Cwik, Taylor and Wieland (2010) used the same 60 percent conversion factor from grants to purchases. CBO did not explicitly state a conversion factor from grants to purchases, but CBO analysis (see March 2009 estimate in Elmendorf (2009)) applied a government purchases multiplier to grants which was the same size as the multiplier applied to federal purchases in the case of infrastructure spending and 70 percent of the federal purchases multiplier in the case of government consumption, implying a grant-to-purchases conversion of between 70 and 100 percent, which is even greater than 60 percent. As stated above, Hall (2009) cites CBO as a source for the effect of ARRA on government purchases. Table 8 summarizes the differences between these initial estimates and the estimates from this paper assuming that the change in purchases at the federal level are zero rather than negative. These initial estimates were based largely on guess-work since there are no reliable empirical estimates of how state and local governments respond to the receipt of temporary federal grants. But, by the summer of 2009 it was becoming clear that these initial estimates were far too high; government purchases were not contributing to the recovery as much as the initial estimates predicted. Cogan, Taylor, and Wieland (2009) reported that nondefense government purchases contributed less than 1 percentage points to the 5.4 percentage point real GDP growth improvement from the first to the second quarter of 2009. The low response rate of government purchases to ARRA is likely the principal reason for the difference between the initial estimates of the ARRA’s impact and what actually happened.5

The Multiplier effect is small - empirical evidence

Taylor, 2011 – prof of Economics at Stanford [John B with John Cogan http://www.stanford.edu/~johntayl/CT%20Dec%2024,%202011.pdf WHAT THE GOVERNMENT PURCHASES MULTIPLIER ACTUALLY MUTIPLIED IN THE 2009 STIMULUS PACKAGE December 2011 Accessed June 20 2012]

ARRA. It appears that the ARRA grants were allocated to transfer payments, such as Medicaid, and to reducing net borrowing by state and local governments rather than to increasing government purchases. Debates about the size of the government purchases multiplier are thus of less practical importance in the case of ARRA than many may have thought because the multiplicand is so small. Basic economic theory implies that temporary increases in transfer payments have a much smaller impact on GDP than government purchases. The counterfactual hypothesis that government purchases would have been even worse without ARRA does not seem plausible based on contemporaneous data or historical experience. These results are quite similar to those of Gramlich (1979) in his studies of comparable countercyclical stimulus programs more than three decades ago. Experience from the 1977 stimulus package and from the 2009 stimulus package shows that grants to state and local governments do not necessarily result in increases in government purchases. The general policy implications are that when evaluating or designing such programs economists should factor in the reality of past experiences with similar programs and take account of the behavior of state and local governments as well as federal government agencies, recognizing that incentives and disincentives built into the programs affect that behavior.

No solvency – stimulus money is just redistributed, not multiplied

Riedl 08 Fellow in Federal Budgetary Affairs at Heritage (Brian M., November 12, Grover M. Hermann Fellow in Federal Budgetary Affairs in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation, Why Government Spending Does Not Stimulate Economic Growth, http://shawnslayton.com/open/iPAD/govt%20spending%20no%20economic%20growth.pdf, Google Scholar, 06/20/12)

Spending-stimulus advocates claim that government can “inject” new money into the economy, increasing demand and therefore production. This raises the obvious question: Where does the government acquire the money it pumps into the economy? Congress does not have a vault of money waiting to be distributed: Therefore, every dollar Congress “injects” into the economy must first be taxed or borrowed out of the economy. No new spending power is created. It is merely redistributed from one group of people to another. 2 Spending-stimulus advocates typically respond that redistributing money from “savers” to “spenders” will lead to additional spending. That assumes that savers store their savings in their mattresses or elsewhere outside the economy. In reality, nearly all Americans either invest their savings by purchasing financial assets such as stocks and bonds (which finances business investment), or by purchasing non-financial assets such as real estate and collectibles, or they deposit it in banks (which quickly lend it to others to spend). The money is used regardless of whether people spend or save. Government cannot create new purchasing power out of thin air. If Congress funds new spending with taxes, it is simply redistributing existing income. If Congress instead borrows the money from domestic investors, those investors will have that much less to invest or to spend in the private economy. If Congress borrows the money from foreigners, the balance of payments will adjust by equally reducing net exports, leaving GDP unchanged. Every dollar Congress spends must first come from somewhere else. This does not mean that government spending has no economic impact at all. Government spending often alters the composition of total demand, such as increasing consumption at the expense of investment.

The Multiplier effect is uncertain – it requires better planning and study

Frankel 11 -  Director of Transportation Policy for the Bipartisan Policy Center [Emil, independent consultant on transportation policy and public management issues.  Emil H., “Transportation and Jobs,” The National Journal, August 11, 2011, http://transportation.nationaljournal.com/2011/08/the-role-of-labor-in-transport.php, accessed 6-21-2012)

For the last several cycles of surface transportation legislation, the focus of attention has been on jobs. For the most part, the jobs to which people have been referring have been the direct construction jobs, and the secondary and tertiary employment, stimulated by transportation investment. These are, to be sure, important considerations, but, as Douglas Holtz-Eakin and Martin Wachs noted in their January 2011 report for the Bipartisan Policy Center's National Transportation Policy Project (NTPP), "Strengthening Connections Between Transportation Investments and Economic Growth," estimating the multiplier effects of these investments ". . . carry substantial uncertainty." These uncertain effects come up again in the criticisms of House T & I Chairman Mica's recent surface transportation proposal, such as the one noted in this question, that his proposal would "kill 630,000 jobs." In fact, no one can be certain of exactly how many potential construction and construction-related jobs would be lost, by reducing federal surface transportation funding below SAFETEA's authorized levels. Moreover, as NTPP noted in its June 2011 report, in the current federal fiscal environment it may not be possible or politicaly feasible to expand, or even to maintain, current levels of federal surface transportation funding. Obviously, the construction trades and other stakeholder groups have important contributions to make to the debate on transportation legislation and have a tremendous interest in the outcome. But the jobs benefits and labor issues should go well beyond the immediate construction jobs stimulated by this funding. As NTPP has emphasized over the last two years, federal investment resources for transportation are scarce, and in that context it is ". . . more important than ever to ensure that all federal resources directed to transportation . . . are invested wisely." This means investing in programs and projects that not only will ease immediate construction unemployment, but also will build our economic future, provide long-term economic benefits, and contribute to a broad range of jobs in all sectors of the economy through enhanced job access and greater labor mobility.

Infrastructure spending cannot solve the recession – planning and the “multiplier effect” ensure funds are spent too slowly

Utt 08 Senior research fellow in the Thomas A. Roe institute for the Economic Policy Studies ( Ronald D., April 2, Morgan Senior Research Fellow in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation., More Transportation Spending: False Promises of Prosperity and Job Creation, http://www.policyarchive.org/handle/10207/bitstreams/13483.pdf, Google Scholar, 06/20/12)

Although the program was enacted during the worst of the recession, the GAO found that “implementation of the act was not effective and timely in relieving the high unemployment caused by the recession.” Specifically, the GAO found that: Funds were spent slowly and relatively few jobs were created when most needed in the economy. Also, from its review of projects and available data, the GAO found that (1) unemployed persons received a relatively small proportion of the jobs provided, and (2) project officials’ efforts to provide employment opportunities to the unemployed ranged from no effort being made to working closely with state employment agencies to locate unemployed persons. 16 Of relevance to the potential impact of highway spending alone, the study also notes that “funds for public works programs, such as those that build highways or houses, were spent much more slowly than funds for public services.” 17 This is understandable given the long lead time between the decision to build and the actual beginning of construction. For the typical federally funded road, environmental impact studies, construction plans, land acquisition, competitive bidding, and awarding of contracts can take several years. In some instances, the environmental permitting process can exceed five years. 18 Because of such delays, any employment effects related to additional highway spending would not occur for several years, thereby providing only a few jobs to those who were unemployed when the bill was enacted.
AT: “Turn - Infrastructure key to Economy”
Focusing on Job creation undermines the economic benefits of Infrastructure – it becomes political pork, rather than efficiently managed

Utt 08 Senior research fellow in the Thomas A. Roe institute for the Economic Policy Studies ( Ronald D., April 2, Morgan Senior Research Fellow in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation., More Transportation Spending: False Promises of Prosperity and Job Creation, http://www.policyarchive.org/handle/10207/bitstreams/13483.pdf, Google Scholar, 06/20/12)

Creating Jobs vs. Creating Value The CRS, GAO, and CBO studies conclude that the impact on jobs would be much less than the 47,000 new jobs per $1 billion in new highway spending implied by the USDOT simulation. However, none of these studies questioned the extent to which job creation should even be a high priority of any federal program. Most federal programs were created to meet a particular need that Congress believed government should address in the interest of the general welfare. Food stamps feed the poor, Medicare helps the elderly with medical costs, and the Department of Defense protects America from external threats. To the extent that elusive efforts to create jobs compromise these goals, scarce taxpayers dollars are wasted. In a 1992 study about federal spending and job creation, CRS analysts pointedly—and sarcastically—asked: Have you noticed that most proposals to change some element of Federal economic policy—ranging from a minor tax provision to building public infrastructure to changes in trade restrictions—are debated at least in part in terms of how many jobs they will create? Will these proposals really create jobs? If so, why not just keep adding new programs until full employment is achieved? 28 Lost in the job-creation debate is the fact that the federal transportation program is supposed to be about transportation, mobility, congestion mitigation, and safety—not job creation. To the extent that these goals are sacrificed to some illusive job-creation process, the program becomes less effective, if not irrelevant, and ought to be scrapped rather than be allowed to continue to waste the taxes paid by beleaguered motorists. Furthermore, arguments for a costly commitment to a highway-based stimulus package cobbled together by a handful of lobbyists for the benefit of their members and clients fail to recognize that creating jobs is not the same thing as creating value. Spending any sum of money on nearly anything will contribute to a job, but whether or not that job leads to the creation of products and services of broad public value is another question. Hurricanes, tornadoes, and forest fires create large numbers of jobs, but they also destroy value in the process—an outcome not materially different from much of today’s federal spending on costly and underutilized lightrail systems and pork-barrel earmarks. 29

AT: “Inflation so Low Now – No Internal Link”
Inflation isn’t too low – boosting it will only cause Stagflation – Carter era proves

The Washington Times 2010 (“Reviving '70s stagflation;  Federal Reserve monetary policy promises inflation and unemployment” November 8, 2010 June 20, 2012  lexis)

As President Obama restores the Jimmy Carter-era solar panels to the executive mansion, Federal Reserve Chairman Ben S. Bernanke is bringing back Mr. Carter's monetary policy, running the printing presses faster than they've run since lava lamps and disco were in style. Mr. Bernanke's plan is to flood the market with currency by buying $600 billion in government bonds and $280 billion in mortgages over the next eight months. The last time America went down this path, the result was stagflation - the devastating combination of high unemployment and inflation. Of course, hovering near 10 percent, unemployment is too high already. Mr. Bernanke told a Boston Fed conference last month that the current inflation rate under 2 percent was "too low," so he's going to boost it. While inflationary policies can provide an artificial lift to employment, the effect is short-lived. Unexpected increases in the inflation rate temporarily deceive workers into thinking they're getting a better wage offer, and thus, companies can hire workers at a lower real cost. The better wages are illusory because the value of the dollar has plunged. Devaluation may be the true goal because it reduces the value of debt held by foreign countries such as China. If China bought Treasury bonds paying 3 percent interest and we can raise the inflation rate to 4 percent, the U.S. government will effectively make the Chinese pay us 1 percent per year for borrowing our money. Burning lenders like this comes with a cost. To protect themselves in the future, lenders will insist on a much higher interest rate. This is the lesson of the failed Carter policies of the 1970s, policies we are about to readopt. Congress needs to take action to rein in an out-of-control Fed and send this retro scheme back to the decade in which it belongs.
Even if the risk of Inflation is low, the possibility of it is still present and dangerous

The Washington Post 09 (Staff writer, Robert J. Samuelson “Deflation or Inflation?” June 8, 2009, June 20, 2012, Lexis

Nonsense, say deflation worriers. Inflation results mainly from too much demand chasing too little supply. Today, too much supply chases too little demand. High unemployment and slack business capacity (idle factories, vacant office suites, closed mines) impede wage and price increases. If the Fed doesn't maintain cheap credit, shrinking demand might cause prices and wages to spiral down. "Deflation, not inflation, is the clear and present danger," retorts Princeton economist and New York Times columnist Paul Krugman It seems impossible for both arguments to be correct, but they may be. As Krugman notes, inflationary pressures are almost nonexistent. In the past year, the Consumer Price Index has been roughly stable. In May, unemployment rose to 9.4 percent from 8.9 percent. A survey by Challenger, Gray and Christmas found that 52 percent of firms had frozen or cut salaries. GM's bankruptcy is but one indicator of excess industrial capacity. The surplus is worldwide, finds a study by Joseph Lupton and David Hensley of J.P. Morgan. Inflationary expectations are low. All this gives the Fed maneuvering room. Expectations matter; inflation won't burst forth instantly. Even Meltzer doesn't see an immediate surge. "When will it come? Surely not right away," he writes. Still, Meltzer's warning remains relevant. The Fed has often overdone expansionary policies and fostered inflationary expectations. In the 1960s and '70s, that occurred through excess demand and a classic wage-price spiral. The danger now might emerge through exchange rates and commodity prices. Inflation fears could raise prices of commodities (oil, metals, foodstuffs) and depress the dollar. Imports would become costlier, allowing domestic producers to raise prices. Once inflationary practices take hold, high inflation and unemployment can coexist: dreaded "stagflation." In 1977, both inflation and unemployment were about 7 percent. 

AT: “Obama’s Stimulus Package Worked”
Fiscal stimulus did not work – it is impossible to assign credit for job creation and it focuses too much on the Demand side

Rajan, 2012,  Professor of Finance at the University of Chicago Booth School of Business [Raghuram, the author of Fault Lines: How Hidden Fractures Still Threaten the World Economy, The True Lessons of the Recession, Foreign Affairs, May/June 2012, Ebscohost, June 20, 2012.]

The West Can't Borrow and Spend Its Way to Recovery ACCORDING TO the conventional interpretation of the global economic recession, growth has ground to a halt in the West because demand has collapsed, a casualty of the massive amount of debt accumulated before the crisis. Households and countries are not spending because they can't borrow the funds to do so, and the best way to revive growth, the argument goes, is to find ways to get the money flowing again. Governments that still can should run up even larger deficits, and central banks should push interest rates even lower to encourage thrifty households to buy rather than save. Leaders should worry about the accumulated debt later, once their economies have picked up again. This narrative -- the standard Keynesian line, modified for a debt crisis -- is the one to which most Western officials, central bankers, and Wall Street economists subscribe today. As the United States has shown signs of recovery, Keynesian pundits have been quick to claim success for their policies, pointing to Europe's emerging recession as proof of the folly of government austerity. But it is hard to tie recovery (or the lack of it) to specific policy interventions. Until recently, these same pundits were complaining that the stimulus packages in the United States were too small. So they could have claimed credit for Keynesian stimulus even if the recovery had not materialized, saying, "We told you to do more." And the massive fiscal deficits in Europe, as well as the European Central Bank's tremendous increase in lending to banks, suggest that it is not for want of government stimulus that growth is still fragile there. In fact, today's economic troubles are not simply the result of inadequate demand but the result, equally, of a distorted supply side. For decades before the financial crisis in 2008, advanced economies were losing their ability to grow by making useful things. But they needed to somehow replace the jobs that had been lost to technology and foreign competition and to pay for the pensions and health care of their aging populations. So in an effort to pump up growth, governments spent more than they could afford and promoted easy credit to get households to do the same. The growth that these countries engineered, with its dependence on borrowing, proved unsustainable.

Stimulus has not helped the economy - 2009 and 1970 prove

Taylor 2012 - professor of Economics at Stanford University [John B.  http://johnbtaylorsblog.blogspot.com/2012/03/debating-stimulus-and-harvard-and.html  March 2, 2012 Debating Stimulus and Harvard and Stanford Accessed June 21, 2012]

So when you look at what actually happened, you find that the stimulus packages in recent years did not help the economy; they did not significantly increase aggregate expenditures as the simple rationale for such Keynesian interventions suggests. Remarkably, economists found the same ineffectiveness when similar policies were tried and evaluated in the 1970s including a temporary tax rebate in the Ford Administration and stimulus grants to the states in the Carter administration. After studying the 1975 rebate, Ford’s own Council of Economic Advisers (I was on the staff) concluded that: “Tax reduction should be permanent rather than in the form of a temporary rebate,” and research by Ned Gramlich on the Carter stimulus grants to the states showed that they were not effective. By the end of the terribly performing 1970s, Robert Lucas and Thomas Sargent wrote their famous paper “After Keynesian Macroeconomics” and macro policy switched away from the focus such temporary fiscal stimulus packages. Not surprisingly, in my view, economic performance improved greatly for more than two decades. It is too bad we had to go through the recent revival of these ineffective policies to relearn what was known thirty years ago. 

AT: “Inflation helps Growth”
Inflation cannot help the economy – it is impossible to manage precisely

The Washington Post 2012,  [staff writer Robert J. Samuelson “Inflation is not the answer” August 25, 2011 June 20, 2012 lexis)

The idea now is that the Fed would pump money into the economy until inflation - a rise in most prices, not just erratic gasoline prices - reached a desired level of perhaps 4 percent to 6 percent. Harvard economist Kenneth Rogoff admits the policy is "radical." He supports it only because he sees the main threat to the U.S. and European recoveries as massive "debt overhangs" of private and governmental debt. "People are retrenching because they realize that high debt makes them vulnerable," he says. Inflation is one way to reduce debt burdens. As wages and prices rise, the value of existing debt erodes. Consumers, businesses and governments are liberated to spend more freely. To be sure, higher inflation represents a wealth transfer to debtors (who repay in cheaper dollars) from creditors (who receive cheaper dollars). That's unfair, Rogoff says, but it may be less unfair and disruptive than outright defaults by overborrowed debtors. Faster inflation might boost the economy in other ways, too. If people think prices of cars, appliances or homes will be higher next month or next year, they may buy now instead of waiting. Higher inflation may also allow the Federal Reserve to lower effective interest rates. If interest rates stay below inflation - though that's hardly assured - the resulting cheaper credit should spur borrowing. All this explains why higher inflation appeals to economists across ideological lines. While Rogoff is slightly right of center, liberal economist and columnist Paul Krugman also favors it. The trouble is this: Inflation is hard to manipulate in precise and predictable doses. Once people become convinced that government will tolerate or encourage it, they adapt in unforeseen ways. We can't know what would happen now, but we do know what happened in the 1960s and 1970s. One adaptation was that companies and workers raised wages and prices much faster than expected. Higher interest rates followed. Rates on 10-year Treasury bonds went from 4 percent in 1962 to 8 percent in 1978. The stock market stagnated for nearly two decades. Consumers reacted to greater uncertainty by increasing their savings rates from 8 percent of disposable income in 1962 to 10 percent by 1971. That's exactly the opposite of today's goal - more, not less, consumer spending. There might be other unpleasant surprises. If retail prices rose faster than wages - a good possibility with unemployment at 9.1 percent - higher inflation could act as a drag on the economy by reducing workers' "real" purchasing power. If investors decided that the Fed had gone soft on inflation, there might be a panicky flight away from the dollar on financial and foreign exchange markets. Moreover, the power of higher inflation to erode the real value of U.S. government debt is limited, because much of that debt is short-term. About 30 percent matures in less than a year; another 25 percent or so matures in less than three years. All this debt will be refinanced. With higher inflation, it would probably be refinanced at higher interest rates that investors would demand as protection against rising prices. Inflation is not the answer. Remember: The economy's basic problem is poor confidence spawned by pervasive uncertainties. The Fed shouldn't make the problem worse by embracing policies that, whatever their theoretical attractions, will create more uncertainties in the real world. In his much-awaited Jackson Hole speech Friday, Chairman Ben Bernanke should make clear that the Fed won't follow this path.

AT: “Helps the Economy Long Term”
Fiscal stimulus that commits to Long Term spending will hurt the economy – the benefits will be short term compared to reduced investment in the long term.

Summers, 2008 – prof of economics at Harvard (lawrence , former secretary of the u.s. Department of the treasury,“a weakened economy: how to respond?” September 9, 2008, june 21, 2012, hearing before the committee on the budget  house of representatives http://www.gpoaccess.gov/congress/house/budget/index.html)

The third area I want to address is the question of fiscal stimulus in the context of the overall budget picture. While there is a strong case for new fiscal stimulus measures, which by definition increase the deficit in the short run, the longrun Federal budget situation remains a matter of great concern. Excessive accumulation of Federal debt over the next decade threatens to reduce investments in slow growth, compromise financial stability, and increase America's vulnerability and reduce its influence in the world. It is critical to recognize that large, permanent increases in the Federal deficit, if enacted today, are likely to slow the economy by raising capital costs and undermining confidence as investors recognize that ultimately they will have to pay higher taxes to service the interest or repay the principal on debt incurred. Measures such as pre-committing now to large unpaid tax cuts or spending programs that will take effect only several years from now are likely to have adverse effects on near-term economic growth and exacerbate the current downturn. This effect is just the mirror image of the progress made in the 1990s following enactment of a credible medium-term program of deficit reduction. It follows that in enacting fiscal stimulus measures, care should be taken not to raise projected deficits beyond a short horizon of a year or, at most, two. Beyond this horizon, it is essential that any new spending or tax cutting be offset by measures that reduce projected deficits. Indeed, at least a portion of any new stimulus enacted over the next couple of years would best be matched with a longer horizon effort to reduce deficits so that over a 5- to 10-year horizon the enacted program was budget neutral.

AT: “We don’t use Union Labor”
Turn - Excluding unions turns solvency – they will shut down projects with Lawsuits

Odato 10, [staff writer – Albany Times Union James, 02/15/10THREAT OF LAWSUIT OVER SPAN." Albany Times Union . 21 June 2012. http://go.galegroup.com.proxy.lib.umich.edu/ps/i.do?id=GALE%7CA219322185&v=2.1&u=lom_umichanna&it=r&p=STND&sw=w)

Nonunion contractors would be shut out of the estimated $80 million replacement of the Champlain Bridge, according to a complaint from the state's biggest builders' group, which is threatening a lawsuit to block the construction. "I think I'll be able to delay that project," said A.J. Castlebuono, president of the 600-member New York State Associated General Contractors. "We will seek injunctive relief in state and maybe federal courts." Castlebuono said he's meeting with lawyers today because the state Department of Transportation appears to be leaning toward requiring "project labor agreements" on the bridge contract that would mean workers would have to be hired out of the union halls or paid union rates. He said the DOT has hired a consultant to do a feasibility study on the use of PLAs on the project, and the secret report likely suggests that savings can be realized by requiring prevailing wages. DOT spokeswoman Carol Breen said a draft report by Arace Associates of White Plains has been sent to the Federal Highway Administration for approval of its recommendations, which she would not disclose. The federal government will pay 80 percent of the bridge costs, with New York and Vermont splitting the rest.

AT: “Federal Reserve can Check Inflation”
Federal government can’t stop hyperinflation - selling Treasuries simply exacerbates the problem

Lira, 2010- Freelance writer for Business Insider [Gonzalo, 8/23/2010, “How Hyperinflation Will Happen”, Gonzalo Lira, accessed 6/21/12, http://gonzalolira.blogspot.com/2010/08/how-hyperinflation-will-happen.html]

Let’s take the Fed: How could they stop a run on Treasuries? Answer: They can’t. See, the Fed has already been shoring up Treasuries—that was their strategy in 2008—’09: Buy up toxic assets from the TBTF banks, and have them turn around and buy Treasuries instead, all the while carefully monitoring Treasuries for signs of weakness. If Treasuries now turn toxic, what’s the Fed supposed to do? Bernanke long ago ran out of ammo: He’s just waving an empty gun around. If there’s a run on Treasuries, and he starts buying them to prop them up, it’ll only give incentive to other Treasury holders to get out now while the getting’s still good. If everyone decides to get out of Treasuries, then Bernanke and the Fed can do absolutely nothing effective. They’re at the mercy of events—in fact, they have been for quite a while already. They just haven’t realized it. Well if the Fed can’t stop this, how about the Federal government—surely they can stop this, right? In a word, no. They certainly lack the means to prevent a run on Treasuries. And as to hyperinflation, what exactly would the Federal government do to stop it? Implement price controls? That will only give rise to a rampant black market. Put soldiers out on the street? America is too big. Squirt out more “stimulus”? Sure, pump even more currency into a rapidly hyperinflating everyday economy—right . . . 

Using fiscal stimulus undermines the effectiveness of monetary policy – it distorts prices

Steil, 2009 - director of international economics at the Council on Foreign Relations [Benn Why Keynes was wrong, and why it matters May 19, 2009 Financial Times   http://blogs.ft.com/economistsforum/2009/05/why-keynes-was-wrong-and-why-it-matters/#axzz1ySHtzECz Accessed June 20, 2012

The argument for the case of money that isn’t convertible into gold, such as our own, is analogous. The public sells securities, instead of gold, to the central bank in order to increase their cash holdings. Securities are the counterpart to valuable goods stored or sold on credit. Again, there is no “ineffective demand”: to demand money is to demand real wealth capable of being monetized within the framework of the existing monetary system. So just as increased demand for gold does not itself diminish the purchasing power impinging on the market, an increased demand for money does not itself do so. The skeptical reader will rightly conclude that the Keynesians must have a riposte to this argument. Indeed, they have many. But all of them are founded on ad hoc “sticky wages” type assumptions. Nobel economist James Tobin, for example, in a spirited 1948 defense of The General Theory, offered observations such as “the supply of money is assumed constant.” Explain that to Ben Bernanke. What does all this matter? That is, what should we do or not do today to get ourselves onto a sustainable path out of recession? Well, there are two brands of remedy. The first are government measures intended to eliminate obstacles to the adaptation of supply to changing demand. This is the now much-maligned classical brand of remedy. The second are fiscal and other government measures designed to force demand to adapt to supply. This is the Keynesian brand of remedy, now beloved in Washington, based on the belief that under-employment is a congenital defect of the economic system. Each huge dose of this second remedy serves to further obliterate the functioning of the price mechanism, thus necessitating another huge dose of it. In the long run, this almost certainly means crippling debt, inflation or both. But Keynes, of course, advised against thinking too much about the long run.

***ON CASE VERSION***

1NC – Stimulus Advantage
1. No Harm – the Economy is improving slowly now - inflation is currently low, and employment is growing slowly

Yellen, June 2012- Vice Chair of the Federal Reserve [Janet, 6/6/12, “Perspectives on Monetary Policy”, Acessed 6/21/12, http://www.federalreserve.gov/newsevents/speech/yellen20120606a.htm]
In my remarks tonight, I will describe my perspective on monetary policy. To begin, however, I'll highlight some of the current conditions and key features of the economic outlook that shape my views. To anticipate the main points, the economy appears to be expanding at a moderate pace. The unemployment rate is almost 1 percentage point lower than it was a year ago, but we are still far from full employment. Looking ahead, I anticipate that significant headwinds will continue to restrain the pace of the recovery so that the remaining employment gap is likely to close only slowly. At the same time, inflation (abstracting from the transitory effects of movements in oil prices) has been running near 2 percent over the past two years, and I expect it to remain at or below the Federal Open Market Committee's (the FOMC's) 2 percent objective for the foreseeable future. As always, considerable uncertainty attends the outlook for both growth and inflation; events could prove either more positive or negative than what I see as the most likely outcome. That said, as I will explain, I consider the balance of risks to be tilted toward a weaker economy.

2. Turn – Structural Reform -  job stimulus hurts long term economic recovery because  it focuses on demand based solutions which distracts from transforming the workforce – jobs must move away from construction to information technology, and governments need to cut spending to enhance innovation

Rajan, 2012,  Professor of Finance at the University of Chicago Booth School of Business [Raghuram, the author of Fault Lines: How Hidden Fractures Still Threaten the World Economy, The True Lessons of the Recession, Foreign Affairs, May/June 2012, Ebscohost, June 20, 2012.]

The Federal Reserve abetted these shortsighted policies. In 2001, in response to the dot-com bust, the Fed cut short-term interest rates to the bone. Even though the overstretched corporations that were meant to be stimulated were not interested in investing, artificially low interest rates acted as a tremendous subsidy to the parts of the economy that relied on debt, such as housing and finance. This led to an expansion in housing construction (and related services, such as real estate brokerage and mortgage lending), which created jobs, especially for the unskilled. Progressive economists applauded this process, arguing that the housing boom would lift the economy out of the doldrums. But the Fed-supported bubble proved unsustainable. Many construction workers have lost their jobs and are now in deeper trouble than before, having also borrowed to buy unaffordable houses. Bankers obviously deserve a large share of the blame for the crisis. Some of the financial sector's activities were clearly predatory, if not outright criminal. But the role that the politically induced expansion of credit played cannot be ignored; it is the main reason the usual checks and balances on financial risk taking broke down. Outside the United States, other governments responded differently to slowing growth in the 1990s. Some countries focused on making themselves more competitive. Fiscally conservative Germany, for example, reduced unemployment benefits even while reducing worker protections. Wages grew slowly even as productivity increased, and Germany became one of the most competitive manufacturers in the world. But some other European countries, such as Greece and Italy, had little incentive to reform, as the inflow of easy credit after their accession to the eurozone kept growth going and helped bring down unemployment. The Greek government borrowed to create high-paying but unproductive government jobs, and unemployment came down sharply. But eventually, Greece could borrow no more, and its GDP is now shrinking fast. Not all European countries in trouble relied on federal borrowing and spending. In Spain, a combination of a construction boom and spending by local governments created jobs. In Ireland, it was primarily a housing bubble that did the trick. Regardless, the common thread was that debt-fueled growth was unsustainable. WHAT CAN BE DONE? SINCE THE growth before the crisis was distorted in fundamental ways, it is hard to imagine that governments could restore demand quickly -- or that doing so would be enough to get the global economy back on track. The status quo ante is not a good place to return to because bloated finance, residential construction, and government sectors need to shrink, and workers need to move to more productive work. The way out of the crisis cannot be still more borrowing and spending, especially if the spending does not build lasting assets that will help future generations pay off the debts that they will be saddled with. Instead, the best short-term policy response is to focus on long-term sustainable growth. Countries that don't have the option of running higher deficits, such as Greece, Italy, and Spain, should shrink the size of their governments and improve their tax collection. They must allow freer entry into such professions as accounting, law, and pharmaceuticals, while exposing sectors such as transportation to more competition, and they should reduce employment protections -- moves that would create more private-sector jobs for laid-off government workers and unemployed youth. Fiscal austerity is not painless and will probably subtract from growth in the short run. It would be far better to phase reforms in over time, yet it is precisely because governments did not act in good times that they are forced to do so, and quickly, in bad times. Indeed, there is a case to be made for doing what is necessary quickly and across the board so that everyone feels that the pain is shared, rather than spreading it over time and risking dissipating the political will. Governments should not, however, underestimate the pain that these measures will cause to the elderly, the youth, and the poor, and where possible, they should enact targeted legislation to alleviate the measures' impact. The United States, for its part, can take some comfort in the powerful forces that should help create more productive jobs in the future: better information and communications technology, lower-cost clean energy, and sharply rising demand in emerging markets for higher-value-added goods. But it also needs to take decisive action now so that it can be ready to take advantage of these forces. The United States must improve the capabilities of its work force, preserve an environment for innovation, and regulate finance better so as to prevent excess. None of this will be easy, of course. Consider how hard it is to improve the match between skills and jobs. Since the housing and financial sectors will not employ the numbers they did during the pre-crisis credit boom anytime soon, people who worked in, or depended on, those sectors will have to change careers. That takes time and is not always possible; the housing industry, in particular, employed many low-skilled workers, who are hard to place. Government programs aimed at skill building have a checkered history. Even government attempts to help students finance their educations have not always worked; some predatory private colleges have lured students with access to government financing into expensive degrees that have little value in the job market. Instead, much of the initiative has to come from people themselves. That is not to say that Washington should be passive. Although educational reform and universal health care are long overdue, it can do more on other fronts. More information on job prospects in various career tracks, along with better counseling about educational and training programs, can help people make better decisions before they enroll in expensive but useless programs. In areas with high youth unemployment, subsidies for firms to hire first-time young workers may get youth into the labor force and help them understand what it takes to hold a job. The government could support older unemployed workers more -- paying for child care and training -- so that they can retrain even while looking for work. Some portion of employed workers' unemployment insurance fees could accumulate in training and job-search accounts that could help them acquire skills or look for work if they get laid off. At the same time, since new business ventures are what will create the innovation that is necessary for growth, the United States has to preserve its entrepreneurial environment. Although the political right is probably alarmist about the downsides of somewhat higher income taxes, significantly higher taxes can reduce the returns for entrepreneurship and skill acquisition considerably -- for the rich and the poor alike. Far better to reform the tax system, eliminating the loopholes and tax subsidies that accountants are so fond of finding in order to keep marginal income tax rates from rising too much. Culture also matters. Although it is important to shine the spotlight on egregious unearned salaries, clubbing all high earners into an undifferentiated mass -- as the "one percent" label does -- could denigrate the wealth creation that has served the country so well. The debate on inequality should focus on how the United States can level up rather than on how it should level down. Finally, even though the country should never forget that financial excess tipped the world over into crisis, politicians must not lobotomize banking through regulation to make it boring again. Finance needs to be vibrant to make possible the entrepreneurship and innovation that the world sorely needs. At the same time, legislation such as the Dodd-Frank act, which overhauled financial regulation, although much derided for the burdens it imposes, needs to be given the chance to do its job of channeling the private sector's energies away from excess risk taking. As the experience with these new regulations builds, they can be altered if they are too onerous. Americans should remain alert to the reality that regulations are shaped by incumbents to benefit themselves. They should also remember the role political mandates and Federal Reserve policies played in the crisis and watch out for a repeat. The industrial countries have a choice. They can act as if all is well except that their consumers are in a funk and so what John Maynard Keynes called "animal spirits" must be revived through stimulus measures. Or they can treat the crisis as a wake-up call and move to fix all that has been papered over in the last few decades and thus put themselves in a better position to take advantage of coming opportunities. For better or worse, the narrative that persuades these countries' governments and publics will determine their futures -- and that of the global economy.

3. Turn – Wage Inflation - Stimulus spending to create jobs sparks runaway inflation – empirically Keynesian spending destroyed confidence in the economy

Gewen, 2008- Editor at The New York Times [Barry, 11/13/08, “The Overlooked Economic Crisis, Influential Still”, The New Republic, Accessed 6/20/12, http://www.nytimes.com/2008/11/14/books/14book.html]

In 1976 the Consumer Price Index rose by 4.9 percent; over the next few years it climbed steadily until it reached double digits, 13.3 percent in 1979 and 12.5 percent in 1980. And with these rising prices, productivity declined, standards of living fell, investors fled the stock market, debt crises followed one upon another. Almost everyone was affected, and not just in their wallets and bank accounts. As he writes, “ ‘The economy’ is also a social, political and psychological process,” and the Great Inflation, he explains, did real damage to the American psyche, engendering a feeling of hopelessness, causing citizens to lose confidence in their political and economic institutions. An inflationary psychology took hold, creating a self-fulfilling prophecy as wages chased prices in an ever more destructive cycle. “In all of American history,” Mr. Samuelson writes, “this inflation had no comparable precedent.” And who was to blame for this unparalleled disruption, this system-threatening state of affairs? According to Mr. Samuelson, we all were. Pogo Possum said, “We have met the enemy and he is us.” Mr. Samuelson says so too. His tale of culpability begins at the end of World War II. With the Depression a recent memory, Americans entered peacetime worried above all about the return of widespread joblessness. In 1947 Harry S. Truman declared, “The job today is to see to it that America is not ravaged by recurring depressions and long periods of unemployment.” Dwight D. Eisenhower agreed. But it was under John F. Kennedy that the nation ambitiously shifted from fighting unemployment to promoting “full employment.” Armed with the tools of Keynesianism, Kennedy’s team of economic advisers believed they could fine-tune the economy, controlling business cycles and eliminating the possibility of recession. Lyndon B. Johnson, Richard M. Nixon and Jimmy Carter all went along with the new thinking, as did the economists at the Federal Reserve, whose easy-money policies abetted the politicians’ full-employment aspirations. A bipartisan consensus had been achieved. But, Mr. Samuelson says, the consensus was wrong. “Wishful thinking” had triumphed over reality. Reality came in the form of inflationary pressures. Beginning in the mid-1960s policies intended to promote full employment — tax cuts, budget deficits, low interest rates, easy credit — were pushing prices up. Presidents, both Democratic and Republican, chose to ignore the warning signs, or to administer weak palliatives until it was too late. Once the inflationary mentality set in, only the harshest medicine would work. Inflation had to be wrung out of the economy. The costs would be high. At this point Mr. Samuelson’s story enters its heroic phase: Ronald Reagan and Paul Volcker stepped onto the stage and seized control of history. As chairman of the Federal Reserve, Mr. Volcker proceeded to fight inflation with stern determination, tightening money and credit and dragging the economy into what Mr. Samuelson calls “the most punishing slump since the 1930s.” Unemployment climbed to 10.8 percent (still a postwar high), and everyone screamed. Senator Howard Baker, the Republican majority leader, called for the Fed to “get its boot off the neck of the economy”; others demanded Mr. Volcker’s head, or at least his resignation. But his medicine broke the inflationary fever by the mid-1980s, and prices stabilized. Reagan’s role in all this was to provide Mr. Volcker with crucial political cover. Unlike the presidents before him, Reagan insisted that inflation be brought under control, even if the cost was high unemployment. Unsurprisingly, his own popularity plummeted. In early 1982 Newsweek ran a cover story headlined “Reagan’s America: And the Poor Get Poorer.” But in an act of genuine political courage Reagan persevered, and Mr. Samuelson concludes, “Of all Reagan’s economic achievements,” his successful battle against inflation “was the most definitive. The rest of his economic record was mixed.” After this stirring description of the high drama of the early ’80s, the remainder of “The Great Inflation and Its Aftermath” is an anticlimax. In fact the narrative dissolves. In bringing his story down to the present, Mr. Samuelson identifies current economic problems and proposes solutions. Some of his arguments are irrefutable, if familiar: the country is going to have to find a way of reforming Social Security and Medicare. But for the most part he gets lost, and loses his readers, in a morass of on the one hand, on the other. We should trim back the welfare state — but we should also worry about fairness. We should deal with the problems of globalization — but consensus will be difficult to achieve. The final third of Mr. Samuelson’s book has none of the sweep and clarity of the earlier sections.
4. Turn – Credit Bubbles - Stimulus spending only creates false confidence and credit bubbles – printing more money is inflationary which destroys the recovery
Hagaman, 2009 - an analyst who focuses on and applies general market trends to future stock/sector activities [Austin http://seekingalpha.com/instablog/469415-austin-hagaman/30208-a-b-get-ready-for-another-market-dip-how-stimulus-is-replacing-credit  A + B = Get Ready For Another Market Dip -How stimulus is replacing credit Oct 5, 2009 Accessed June 20 2012 

 Luckily(?) for the consumer, the government began creating money. As it is well known, the government cannot increase spending power. They can only fool the consumer into thinking they have increased spending power by giving them more dollars to hold (when more dollars are put into the economy, the value of the dollar decreases): Dollar = Spending Power = Dollar x More Dollars Essentially, the government feeds dollars into the economy, “Stimulus”, and the spending power side of the equation does not change: (Dollar x Stimulus) / Stimulus = Spending Power But the consumer thinks that: Dollar + Stimulus = Spending Power + Stimulus = False Spending Power This heightens consumer confidence, which causes them to purchase more. As we already established, businesses respond to demand by increasing production: False Spending Power = Businesses Inflated by Stimulus Look familiar? In conclusion: The problem we created can only be fixed when the economy reaches an un-artificial equality between spending power and businesses. As I have shown, the government is not treating the problem, it is just treating the symptoms. By only treating the symptoms, a falsely inflated market is-once again-being created. Thus, our economy is not much healthier then it was during the debt build up; expect to see a repeat of the ’07 recession in the near future. 

5. Turn – Unions - Infrastructure stimulus increases inflation because it boosts spending and promotes unions – this causes stagflation

Continetti, 2008-  Editor-in-chief of The Washington Free Beacon [Matthew,  Here They Come, The Weekly Standard 14,  Oct 27 2008, proquest, June 19, 2012]

Obama says Washington needs to "invest" tax dollars in alternative energy, infrastructure, health insurance subsidies, and education before it starts worrying about deficit reduction. Paul Krugman writes that "now is not the time to worry about the deficit." Pelosi wants Congress to pass another $300 billion economic stimulus package by the end of the year - even though the previous $300 billion Congress spent last winter had no discernible effect. The GOP has been horrible on spending. The Democrats will be worse. Then there's "card-check" legislation, which is, and we are not making this up, too liberal for George McGovern. Card-check would eliminate the secret ballot in union elections. Instead, a workplace would be unionized once a certain number of employees signed cards saying they wanted a union. This is great news if you are a boss at the jointfitters' local who wants to branch out into more "legitimate" enterprises. Under card-check, all that will be required is for you to send some employees - large, well-dressed, tatooed men with clever nicknames like "Walnuts" and "The Chin" over to the nearby office park to "collect" signatures. But card-check is bad news for just about everybody else. Unions hurt productivity. They freeze labor markets. They cause unemployment to rise. They politicize the workplace, increase bureaucracy, and weigh down business with regulations and negotiations. And they were a major factor behind the 1970s wage-price spiral, which contributed to stagflation. The Democrats will undoubtedly pursue some of their other favorite activities, such as expanding government health care and enacting a cap-and-trade regime on carbon emissions guaranteed to raise energy prices. They may even reimpose the "Fairness Doctrine," which is, naturally, neither fair nor technically a doctrine. It's a Truman-era regulation requiring broadcasters to devote a certain number of hours to public affairs, and to present contrasting views. Sounds nice. In reality, though, the Fairness Doctrine is an onerous and antidemocratic rule. Before the Reaganites dropped it in 1985, the nation's broadcasters, in order to avoid penalty, decided to feature almost no public affairs programming at all, and then only the most boring programming possible. That changed. The Fairness Doctrine's demise led to vigorous public debate, and to a new platform - talk radio - for conservatives. Reinstating it would be an assault on free speech. This would not stop Pelosi. Add to this the protectionist measures the Democrats are sure to pass, and you have a recipe for disaster. There's a term for an economic program of government spending, higher taxes, and tariffs. It's called Hooverism. It didn't work out so well the last time, and this time it's likely to make the current recession worse.

6. The impact to the turns outweighs their solvency - Inflation kills the benefits of employment by decreasing the purchasing power of income
Flax 2011 – Contributor to Forbes [Bill 3/03/2011 You Call It Inflation, I Call It Theft. Forbes Access Date June 20, 2012 http://www.forbes.com/sites/billflax/2011/03/03/you-call-it-inflation-i-call-it-theft/
Inflation Offsets Unemployment – The Philips Curve, the illusion that increasing inflation decreases unemployment, remains a staple of macroeconomics even as few still publicly acknowledge its role. Bernanke, Geithner et al remain smitten by the Philips Curve. To succeed, this essentially entails deceiving workers. Since the price of labor, your wage, is less elastic than many other costs, businesses can raise prices quicker than can employees increase their salary demands. As businesses raise prices to cope with inflation, the cost of labor proportionally lowers. Thus, in Keynesian theory, more workers can be hired as inflation dilutes your pay. Remember this when you hear some self-proclaimed friend of the working man imploring that we accept inflation as a means to expand employment. They peddle pay cuts for workers in real terms versus free marketers who promote wealth generating growth. Growth affords higher living standards for all. Inflation silently erodes living standards.

7. Turn – Investment Trade Off - Infrastructure spending diverts money away from businesses which are more helpful to the economy

Foster 11- Senior Fellow in the Economics of Fiscal Policy at The Heritage Foundation [JD Foster PhD “ Promoting Job Creation in the U.S.”, The Heritage Foundation, September 20, 2011, http://budget.senate.gov/democratic/index.cfm/files/serve?File_id=cce9fcda-2825-4b15-8615-85f0ff3e9f3c, accessed on 6-21-2012)

Keynesian Alchemy What policies meet this criterion? Under the circumstances, very few. Consider, for example, the policy of increasing the budget deficit to spur the economy. The argument is fairly simple: the economy is underperforming; demand is too low; the government deficit is part of aggregate demand, so just increase the deficit. It’s an equation. How can it be wrong? The answer, of course, is that the economy is more complicated than this simple equation. Government borrows the money, so every deficit dollar spent by the government is a dollar less available to the private sector. The answer, in other words, is that the macroeconomic model ignores financial intermediation which is the bread and butter of financial markets. Proponents will counter by saying that people are saving more, and corporations are sitting on mounds of cash. True, but it changes nothing. All this saving is not lying dormant in some vault or stuffed in some mattress. Ironically, even if it were, irresponsible deficit spending would surely not draw it out. On the contrary, this saving is deposited with the financial system, which then takes the resources from those who do not currently need them and makes them available to those who do need them. In terms of aggregate flows, this process works just as well today in recession as it does at full employment. Thus, Keynesian demand-side stimulus does not help. It is fiscal alchemy. And by adding to the deficit and thus fears about the future, it surely adds to the economy’s headwinds. Infrastructure Increased infrastructure spending, as the President and others have advocated, is an example of a double folly. To be clear, the issue here is not whether the nation needs more or less infrastructure spending. I am not expressing an opinion on that one way or another. The issue is whether it acts as a short-term stimulus. It does not. First, assuming the additional spending was financed by additional borrowing, the policy runs afoul of the Keynesian fallacy. To be sure, once a project is underway one can point to the people working, but just as surely the borrowing that made that project possible reduced employment elsewhere. The second folly is just as plain. Infrastructure spending on projects is capital intensive and stretches over years. It cannot, even if enacted, swiftly affect employment in the next year plus. 

8. Stimulus spending doesn’t solve the economy – it doesn’t address debt or restructuring – Krugman proves

Phil’s Stock World 2012 [ Paul Krugman’s Economic Blinders, May 21 2012, Proquest, June 19, 2012]

In Mr. Krugman's reading, private debts need not be written down or the tax system made more efficient. It is to be better subsidized - mainly with easier bank credit and more government spending. So I am afraid that his book might as well have been subtitled "How the Economy can Borrow its Way Out of Debt." That is what budget deficits do: they add to the debt overhead. In Europe, which has no central bank permitted to monetize the deficit spending, this pays interest to transfers to the bondholders (and their descendants). In the United States, the Federal Reserve can monetize this indebtedness - but the effect is to subsidize domestic debt service. Mr. Krugman has become censorial regarding the debt issue over the last month or so. In last Friday's New York Times column he wrote: "Every time some self-important politician or pundit starts going on about how deficits are a burden on the next generation, remember that the biggest problem facing young Americans today isn't the future burden of debt." Unfortunately, Mr. Krugman's failure to see today's economic problem as one of debt deflation reflects his failure (suffered by most economists, to be sure) to recognize the need for debt writedowns, for restructuring the banking and financial system, and for shifting taxes off labor back onto property, economic rent and asset-price ("capital") gains. The effect of his narrow set of recommendations is to defend the status quo - and for my money, despite his reputation as a liberal, that makes Mr. Krugman a conservative. I see little in his logic that would oppose Rubinomics, which has remained the Democratic Party's program under the Obama administration.

9. No solvency – Keynesian spending fails – empirically people save the stimulus instead of spending

Taylor 2012 - professor of Economics at Stanford University [John B.  http://johnbtaylorsblog.blogspot.com/2012/03/debating-stimulus-and-harvard-and.html  March 2, 2012 Debating Stimulus and Harvard and Stanford Accessed June 21, 2012]

The problem with using these existing macro models to answer the question of this debate “Did fiscal stimulus help the economy?” is that they will simply repeat the same prediction story over and over again. You learn virtually nothing if you use the same models to evaluate the impact that you used to predict the impact. So it is necessary to look at what actually happened, to look at the changes in aggregate consumption or GDP due to the stimulus packages, and that is what I have done. For the parts of the packages which include temporary tax rebates or temporary tax cuts I find no significant consumption effect using regression analysis and controlling for other factors that affect consumption. If you look at a chart of the tax rebates in 2008, for example, the evidence is striking: There was a big increase in personal disposable income at the time of the rebate, but no similar change in consumption. This is exactly what the permanent income or life cycle theories of Milton Friedman and Franco Modigliani tell us. People largely saved the injection of cash. The same thing is true for the 2001 and 2009 stimulus packages. In the case of the 2009 stimulus package, there was also an attempt to increase significantly government purchases of goods and services. But the evidence is that this attempt largely failed. A special satellite account produced by the Bureau of Economic Analysis shows that federal infrastructure investment—at the peak quarter—increased by only .05 percent of GDP as a result of the stimulus and federal government consumption by only .14 percent. While state and local governments received substantial grants under the 2009 stimulus, a statistical analysis by John Cogan and me shows that they did not use these grants to increase their purchases of goods and services as many had predicted. Instead they reduced net borrowing and increased transfer payments. Even with balanced budget laws, state and local governments can borrow for infrastructure, and they borrowed less on a net basis during the stimulus period, while they put additional funds into financial assets.

10. Keynesian economics fail – they only assume that jobs create demand because they presume static prices and wages

Blinder 2008 Professor of Economics at Princeton University. (Alan S.  He was previously vice chairman of the Federal Reserve’s Board of Governors, and before that was a member of President Bill Clinton’s Council of Economic Advisers. “The Role of Monetary Policy,” American Economic Review 58, no. 1: 13. 2008 

According to Keynesian theory, changes in aggregate demand, whether anticipated or unanticipated, have their greatest short-run effect on real output and employment, not on prices. This idea is portrayed, for example, in phillips curves that show inflation rising only slowly when unemployment falls. Keynesians believe that what is true about the short run cannot necessarily be inferred from what must happen in the long run, and we live in the short run. They often quote Keynes’s famous statement, “In the long run, we are all dead,” to make the point. Monetary policy can produce real effects on output and employment only if some prices are rigid—if nominal wages (wages in dollars, not in real purchasing power), for example, do not adjust instantly. Otherwise, an injection of new money would change all prices by the same percentage. So Keynesian models generally either assume or try to explain rigid prices or wages. Rationalizing rigid prices is a difficult theoretical problem because, according to standard microeconomic theory, real supplies and demands should not change if all nominal prices rise or fall proportionally. But Keynesians believe that, because prices are somewhat rigid, fluctuations in any component of spending—consumption, investment, or government expenditures—cause output to fluctuate. If government spending increases, for example, and all other components of spending remain constant, then output will increase. Keynesian models of economic activity also include a so-called multiplier effect; that is, output increases by a multiple of the original change in spending that caused it. Thus, a ten-billion-dollar increase in government spending could cause total output to rise by fifteen billion dollars (a multiplier of 1.5) or by five billion (a multiplier of 0.5). Contrary to what many people believe, Keynesian analysis does not require that the multiplier exceed 1.0. For Keynesian economics to work, however, the multiplier must be greater than zero. 3. Keynesians believe that prices, and especially wages, respond slowly to changes in supply and demand, resulting in periodic shortages and surpluses, especially of labor. Even Milton Friedman acknowledged that “under any conceivable institutional arrangements, and certainly under those that now prevail in the United States, there is only a limited amount of flexibility in prices and wages.”1 In current parlance, that would certainly be called a Keynesian position.

11. No Net Gain - Infrastructure spending diverts spending from other investments 

Foster 12- Senior Fellow in the Economics of Fiscal Policy at The Heritage Foundation [JD Foster.  Foster received his doctorate in economics from Georgetown University, “ WaPo Admitting Keynesian Stimulus Failed?”, Enterprise and Free Markets, 03-06-2012, http://blog.heritage.org/2012/03/06/wapo-admitting-keynesian-stimulus-failed/, accessed on 6-20-2012)

Does unprecedented deficit-spending such as on highways stimulate the economy? For the last few years, some have argued it could. Some have argued it might. Some have argued it would if done right. We have consistently argued that deficit spending on highways or anything else intended to lift aggregate demand, and therefore jobs, must and would fail. The economic evidence that we were right has now been joined by the illustrious trio of The Washington Post, the Associated Press, and the esteemed Alice Rivlin, former director of the Congressional Budget Office and the Office of Management and Budget. Monday’s edition of the Post carries a story sourced to the Associated Press entitled, “Highway bills pitched as by lawmakers as job creators, but are they really? Economists say no.” Notice especially the subject of the piece: federal highway spending. If ever there was a sympathetic topic for stimulus, it is infrastructure spending, especially highway funding. Remember, these were some of President Obama’s “shovel-ready” projects that turned out to be not so shovel ready, as he later admitted. So what went wrong? Why is this not short-term stimulus? The widely respected Rivlin explained it clearly and succinctly: “Investments in infrastructure, if well designed, should be viewed as investments in future productivity growth.” Exactly right—future productivity growth. She went on to say that if investments in infrastructure “speed the delivery of goods and people, they will certainly do that. They will also create jobs, but not necessarily more jobs than the same money spent in other ways.” Exactly right—a dollar spent is a dollar spent. A job gained here, a job lost there. This speaks to a longstanding flaw of highway spending arguments. Proponents argue that this spending creates tens of thousands of jobs, and they are half right. The other half is the tens of thousands of jobs not created (or saved) by shifting spending to highways from other areas in the economy. The valid argument about infrastructure spending is: If done right, it will lift future productivity growth, not current job growth. The central failing—the essential fiscal alchemy of Keynesian stimulus—is the belief that government can increase total spending in the economy by borrowing and spending. What Keynesians ignore is that we have financial markets whose job in good times and bad is first and foremost to shift funds from savers to investors, from those who have money they do not wish to spend today to those who have a need to borrow to spend as much as they’d like, whether on new business equipment, a home, or a car. There are no vast sums of “excess funds” just sitting around in bank tellers’ drawers waiting for government to borrow and spend them. Government borrowing means less money available to the private sector to spend. So government deficit spending goes up, and dollar-for-dollar private spending goes down. America’s resources are generally speaking spent less wisely, and the federal debt is unequivocally higher. If past is prologue, the current infatuation with Keynesian deficit spending as stimulus will fade, just as it always has in the past, in this country as elsewhere. Perhaps this simple WaPo article marks the beginning of the end for the latest incarnation of this fiscal folly. 

12. Economic stimulus fails – it empirically has failed, and cannot prevent European spillover

Foster 11- Senior Fellow in the Economics of Fiscal Policy at The Heritage Foundation [JD Foster PhD “ Promoting Job Creation in the U.S.”, The Heritage Foundation, September 20, 2011, http://budget.senate.gov/democratic/index.cfm/files/serve?File_id=cce9fcda-2825-4b15-8615-85f0ff3e9f3c, accessed on 6-21-2012)

The risks to the economy are great, and so the focus today on jobs and economic growth is critical. Two years after the end of the Great Recession, as the economy should be accelerating smartly, economic growth and job growth have ground to a halt. Speculation, argumentation, theorizing, and models are now irrelevant on this point – the data before us agree with the underlying message from the President’s recent jobs speech. They all attest to the simple, incontrovertible fact that the President’s stimulus policies have failed utterly and completely. I take no pleasure in pointing out this inescapable reality, nor in the fact that we predicted this policy failure two years ago. I would much rather have been wrong, and for millions of my fellow citizens to be gainfully employed in all those jobs the President promised to create. Nor is the worst necessarily behind us. Left to our own, I believe the economy would pick up soon despite, not because of, the President’s policies. But we will not be left to our own. Europe is about to go through a cataclysmic paroxysm as it suffers the inevitable penalty of a failed monetary system. We are about to learn, once again, how important Europe is to the United States as Europe’s troubles present us with the stark reality of a certain, large, near-term and a still larger medium-term economic shock only the exact proportions of which remain uncertain. To understand what policies might be helpful today and which harmful, it’s important to assess why the economy is not yet recovering. The fundamentals of our economy remain sound. The natural productive tendencies of America’s workers, investors, and entrepreneurs remain undiminished. The economy is poised to grow.  Why, then, does it hold back? 
13. Consumer spending is low due to income inequality – plan cannot solve this

Reich, 2012 – prof of public policy at Berkeley [Robert 06/12/2012 6:02 pm, “Why The Economy Can't Get Out of First Gear” 

http://www.huffingtonpost.com/robert-reich/consumer-spending-economic-recovery_b_1591454.html
Rarely in history has the cause of a major economic problem been so clear yet have so few been willing to see it. The major reason this recovery has been so anemic is not Europe's debt crisis. It's not Japan's tsumami. It's not Wall Street's continuing excesses. It's not, as right-wing economists tell us, because taxes are too high on corporations and the rich, and safety nets are too generous to the needy. It's not even, as some liberals contend, because the Obama administration hasn't spent enough on a temporary Keynesian stimulus. The answer is in front of our faces. It's because American consumers, whose spending is 70 percent of economic activity, don't have the dough to buy enough to boost the economy -- and they can no longer borrow like they could before the crash of 2008. If you have any doubt, just take a look at the Survey of Consumer Finances, released Monday by the Federal Reserve. Median family income was $49,600 in 2007. By 2010 it was $45,800 -- a drop of 7.7%. All of the gains from economic growth have been going to the richest 1 percent -- who, because they're so rich, spend no more than half what they take in. Can I say this any more simply? The earnings of the great American middle class fueled the great American expansion for three decades after World War II. Their relative lack of earnings in more recent years set us up for the great American bust. Starting around 1980, globalization and automation began exerting downward pressure on median wages. Employers began busting unions in order to make more profits. And increasingly deregulated financial markets began taking over the real economy.

14. Alternative Causality – state austerity measures decrease consumer spending by reducing income

Logan 2012 – Chief Economist at HSBC [Kevin, June  US growth stumbles Chief US Economist / Staff writer Access US growth stumbles

Date June 20, 2012 http://www.hsbcnet.com/gbm/global-insights/insights/2012/united-states-growth-stumbles.html
Two important developments have slowed the growth of non-wage income. First, monetary policy and global investors' need for safe-haven assets have pushed US interest rates to record lows in the past year. Total interest income for households has thus declined. Second, there have been tight budget constraints among state and local governments plus a move toward budget austerity at the federal level. In real terms, state and local government spending has steadily contracted for three years and there appears to be no let-up. Balanced budget laws give the states little choice but to cut spending further. Over the past year, the reduction by state and local governments has subtracted 0.3% from GDP growth when in more normal circumstances they might be adding 0.3% to the economy's growth by expanding education facilities and other government services. A drawdown in "contingent" defence spending, mostly operations in Iraq, has accounted for a good part of the federal government's decline in real spending and caps on overall discretionary spending imposed by the Budget Control Act of 2011 account for much of the rest. For the year overall we expect the decline in government spending will be as much a drag on GDP growth as it was in 2011.

--Ext. Structural Reform
Stimulus spending on Construction concentrates job creation in dead-end industries – this leaves the economy vulnerable. The turn is Unique – we are focusing on shifting sectors now

Warhurst, 2011,  Project Manager at BAE Systems Australia [Chris, Angela Knox, Barbara Pocock, Job Quality Matters, Journal of Industrial Relations, March 21 2011 http://jir.sagepub.com.proxy.lib.umich.edu/content/53/1/5, June 21, 2012]

Lying between these claims by academics of two job-quality trajectories – work steadily getting better or worse – were policy and practice; and both appeared to be influenced by economic cycles and the rising and falling relative strength of labour against capital (Durand, 1998). Thus in the 1960s and early 1970s the Quality of Working LifeMovement wanted to make jobs better and became very influential in the US and Europe (Davis & Taylor, 1972). With the Oil Crisis in 1973, worldwide recession and high unemployment, emphasis shifted from better jobs to any jobs and governments focused on job creation. The quantity not the quality of jobs became the issue. Although well meaning, this approach was ultimately flawed, creating neither good jobs nor sustainable jobs, as Scotland’s quickly forgotten ‘Silicon Glen’ illustrates. Many of the jobs created were the result of foreign direct investment, and incoming foreign companies offered labour-intensive operations – hence their attractiveness to policymakers. However, as any undergraduate studying international business knows, such low-skill, screwdriver-plant jobs are often vulnerable when the economies of foreign investors’ countries of origin take a downturn or the investors find more amenable – read cheaper – locations elsewhere. It seems that job content matters after all. With the economic boom and tightening labour markets over the 1990s and early 2000s, good jobs came back onto the policy agenda as a feature of the aforementioned strategies by governments in the US and Europe to create the putative knowledge-driven and creative economies (Warhurst, 2008) intended to create comparative advantage for these countries with low-cost countries in the developing economies (see e.g. Department for Education and Skills, Department of Trade and Industry, Her Majesty’s Treasury and Department for Work and Pensions [DfES, DTI, HM Treasury & DWP], 2004 KOK High Level Export Group, 2004). During the current global economic problems, it seems that lessons From previous recessions have been learnt. Although now focused on the ‘green’ and IT industries, the stimulation of good-quality jobs with high skills and is regarded by governments as a sustainable way to overcome the current economic malaise (e.g. House of Commons Environmental Audit Committee, 2009;Welsh Assembly, 2009). Job quality and in particular the need for good jobs are thus never far from policy thinking and work-related research in the US and Europe.

Stimulating demand is not key to the economy – only structural reform solves root causes for the recession 

Rajan, 2012,  Professor of Finance at the University of Chicago Booth School of Business [Raghuram, the author of Fault Lines: How Hidden Fractures Still Threaten the World Economy, The True Lessons of the Recession, Foreign Affairs, May/June 2012, Ebscohost, June 20, 2012.]

In fact, today's economic troubles are not simply the result of inadequate demand but the result, equally, of a distorted supply side. For decades before the financial crisis in 2008, advanced economies were losing their ability to grow by making useful things. But they needed to somehow replace the jobs that had been lost to technology and foreign competition and to pay for the pensions and health care of their aging populations. So in an effort to pump up growth, governments spent more than they could afford and promoted easy credit to get households to do the same. The growth that these countries engineered, with its dependence on borrowing, proved unsustainable. Rather than attempting to return to their artificially inflated GDP numbers from before the crisis, governments need to address the underlying flaws in their economies. In the United States, that means educating or retraining the workers who are falling behind, encouraging entrepreneurship and innovation, and harnessing the power of the financial sector to do good while preventing it from going off track. In southern Europe, by contrast, it means removing the regulations that protect firms and workers from competition and shrinking the government's presence in a number of areas, in the process eliminating unnecessary, unproductive jobs.

Turn – fiscal stimulus prevents structural reform – we need to decrease infrastructure investment, not increase it during a crisis

Cochrane, Prof of Economics at the University of Chicago Booth School of Business [John -  The Grumpy Economist  March 21, 2012 http://johnhcochrane.blogspot.com/2012/03/austerity-stimulus-or-growth-now.html Austerity, Stimulus, or Growth Now?Accessed June 20 2012]

Lack of “stimulus” is the problem, say the Keynesians, epitomized by the New York Times and its columnist Paul Krugman, who has been crusading on this point. They claim that falling output in Europe is a direct consequence of declining government spending. Yes, 50 percent of GDP spent by the government is simply not enough to keep their economies going. They -- and we -- just need to spend more. A lot more. Where will the money come from? Greece, Spain and Italy simply cannot borrow any more. So, say the Keynesians, Germany should pay. But even Germany has limits. The U.S. can still borrow at remarkably low rates, they point out. But remember that Greece was able to borrow at low rates right up to the moment that it couldn’t borrow at all. There is nobody to bail out the U.S. when our time comes. What should we do then? The traditional Keynesian answer was: move on to monetary stimulus. Deliberately inflate and devalue. Break up the euro so the southern European countries can inflate and devalue even more. Lately, Keynesians have been pushing an even more audacious idea: deficits pay for themselves. In a March 17 column, Krugman wrote: “there’s a plausible case that spending more now actually improves the long-run fiscal picture.” U.S. Federal revenue is less than 20 percent of GDP. For deficit spending to pay for itself, then, $1 of spending must create more than $5 of output. Economists have been arguing about whether this “multiplier” is more or less than one; five is beyond any reported estimate. Keynesians made fun of “supply siders” in the 1980s, who made similar claims for tax cuts. At least those cuts had incentives on their side, which stimulus doesn't. Is there another explanation, and a more plausible way forward? The stimulus explanation is curious for what it omits. Think of Greece. Is it irrelevant that Greece is 100th on the World Bank’s “ease of doing business” list, behind Yemen, 135th on “starting a business” and 155th on “protecting investors?” Is it irrelevant that professions from truck driving to pharmacies are still rigorously protected, that businesses can’t fire people, that (according to a Greek colleague) you can’t even get a driver’s license without paying a bribe? Does it not matter at all that, as the International Monetary Fund delicately put it in its latest report on Greece, the “structural reform program” aimed at “deeply ingrained structural rigidities in labor, product, and service markets” got nowhere? Does it not matter that Greece has a high combination of individual, corporate, wealth and social taxes, higher still under "austerity?" True, Greeks famously don’t pay taxes, but businesses that must operate illegally to avoid taxes are much less efficient. Money is fleeing Greece, Italy and Spain. Does talk of exiting the euro, followed quickly by devaluation, inflation (the IMF predicts 35 percent in Greece, should it leave), and capital controls, have nothing to do with lack of investment? Keynesians urge devaluation to gain competitiveness. Greek wages have in fact declined about 10 to 12 percent, according to the IMF -- so much for the impossibility of nominal wage declines. Yet investment and production aren’t turning around. Greek “demand” needn’t matter -- the whole point of the euro area is that Greece can sell to Germany, so long as Greece stays in the Eurozone. But it isn't happening. Is that a mystery? Would lower wages compel you to invest money in Greece, surmount a thicket of regulation, expose yourself to the threats of wealth, property and business taxation, currency expropriation and capital controls, or even nationalization? In sum, isn't it plausible that a good part of Europe’s austerity doldrums are linked to “supply,” not “demand,” “microeconomics” not “macroeconomics,” weeds in the economic garden, not a want of fertilizer? Isn't it plausible that factors beyond simple declines in government spending matter in the economy’s response to a debt crisis? That insight suggests a different strategy: Let’s call it “Growth Now.” Forget about “stimulating.” Spend only on what is really needed. We could easily stop subsidies for agriculture, electric cars or building roads and bridges to nowhere right now, without fearing a recession. Most "spending" is in fact transfer payments, which even Keynesian economics recognizes are not very stimulative, not the mythical (and curiously carbon-intensive) roads and bridges, and most of that goes to people who are relatively well off Rather than raise tax rates further on “wealth” and the “rich,” driving them underground, abroad, or away from business formation, fix the tax code, as every commission has recommended. Lower marginal rates but eliminate the maze of deductions. In Europe, eliminate the fears of wealth confiscation, euro breakup and currency devaluation that are driving saving and investment out of the south. Most of all, remove the profusion of regulation and (increasingly) direct government management of the economy. Growth is the key to paying off debts. The only way to escape large debt/GDP ratios is to embark on a decade or more of solid growth. Growth like this comes from long-run productivity, not short-run stimulus. Europe is beginning to figure this out. Italy’s prime minister, Mario Monti, is addressing his country’s debt crisis by proposing far-reaching deregulation, now. While his proposals aren't complete or close to radical enough, and they are combined with some unfortunate business-stifling tax increases, it’s remarkable that anyone in Europe is beginning to talk about this approach. “Structural reform” is vital to restore growth now, not a vague idea for many years in the future when the stimulus has worked its magic. Europe learned that it’s also a lot harder politically than the breezy language suggests. “Reform” isn’t just “policy” handed down by technocrats like rules on the provenance of prosciutto; it involves taking away subsidies and interventions that entrenched interests have grown to love, and support politicians to protect. They will fight it tooth and nail. That is even more reason to address growth now, while there is a crisis. The will to do so will evaporate if better times return, and the ability to do so will disappear if the economies plunge.
Stimulus spending won’t boost the economy – it reduces investor confidence, it directs money away from productive workers, it increases bureaucracy and it focuses on short term gains.

Meltzer 2011- professor of public policy at the Tepper School, Carnegie Mellon University [Allen Meltzer, a visiting scholar at Stanford University's Hoover Institution, Allan H.,  Four Reasons Keynesians Keep Getting It Wrong, The Wall Street Journal,   October 28, 2011 Date Accessed: 6-20-2012  http://online.wsj.com/article/SB10001424052970204777904576651532721267002.html)

Those who heaped high praise on Keynesian policies have grown silent as government spending has failed to bring an economic recovery. Except for a few diehards who want still more government spending, and those who make the unverifiable claim that the economy would have collapsed without it, most now recognize that more than a trillion dollars of spending by the Bush and Obama administrations has left the economy in a slump and unemployment hovering above 9%. Why is the economic response to increased government spending so different from the response predicted by Keynesian models? What is missing from the models that makes their forecasts so inaccurate? Those should be the questions asked by both proponents and opponents of more government spending. Allow me to suggest four major omissions from Keynesian models: First, big increases in spending and government deficits raise the prospect of future tax increases. Many people understand that increased spending must be paid for sooner or later. Meanwhile, President Obama makes certain that many more will reach that conclusion by continuing to demand permanent tax increases. His demands are a deterrent for those who do most of the saving and investing. Concern over future tax rates is one of the main reasons for heightened uncertainty and reduced confidence. Potential investors hold cash and wait. Second, most of the government spending programs redistribute income from workers to the unemployed. This, Keynesians argue, increases the welfare of many hurt by the recession. What their models ignore, however, is the reduced productivity that follows a shift of resources toward redistribution and away from productive investment. Keynesian theory argues that each dollar of government spending has a larger effect on output than a dollar of tax reduction. But in reality the reverse has proven true. Permanent tax reduction generates more expansion than increased government spending of the same dollars. I believe that the resulting difference in productivity is a main reason for the difference in results. Third, Keynesian models totally ignore the negative effects of the stream of costly new regulations that pour out of the Obama bureaucracy. Who can guess the size of the cost increases required by these programs? ObamaCare is not the only source of this uncertainty, though it makes a large contribution. We also have an excessively eager group of environmental regulators, protectors of labor unions, and financial regulators. Their decisions raise future costs and increase uncertainty. How can a corporate staff hope to estimate future return on new investment when tax rates and costs are unknowable? Holding cash and waiting for less uncertainty is the principal response. Thus, the recession drags on. Fourth, U.S. fiscal and monetary policies are mainly directed at getting a near-term result. The estimated cost of new jobs in President Obama's latest jobs bill is at least $200,000 per job, based on administration estimates of the number of jobs and their cost. How can that appeal to the taxpayers who will pay those costs? Once the subsidies end, the jobs disappear—but the bonds that financed them remain and must be serviced. These medium and long-term effects are ignored in Keynesian models. Perhaps that's why estimates of the additional spending generated by Keynesian stimulus—the "multiplier effect"—have failed to live up to expectations.

Prefer our evidence – Rajan is one of the most respected economists in the world – his work is key to understanding the stimulus

The Economist, 2o11 [The contemporary Keynes Which economist is doing most to shape post-crisis thinking? Feb 10th 2011 http://www.economist.com/node/18118985?story_id=18118985 Accessed June 20 2012

DISMAL economies are often dismal for economists. Respected figures find themselves defending discredited theories or justifying why they failed to see trouble coming. But calamity can also clear paths for new ideas. The Depression was the backdrop for the work of John Maynard Keynes. The stagflationary 1970s vindicated Milton Friedman: a generation of liberalisation followed. The Economist asked members of “Economics by invitation”, our online forum of more than 50 prominent economists, to nominate colleagues with the most important ideas for a post-crisis world. The respondents came up with nearly 20 different names. None won an absolute majority, but a few cropped up more often than others (see table). First among them is Raghuram Rajan of the University of Chicago, whose book “Fault Lines” argues that rising inequality led governments to facilitate credit growth, contributing to the crisis. Robert Shiller of Yale University has long warned of the dangers of irrational exuberance, and urges colleagues to consider “animal spirits” in assessing economic fluctuations. Kenneth Rogoff’s work on debt bubbles with Carmen Reinhart placed the crisis in an 800-year continuum of borrowing and collapse: his papers have earned the most academic citations of the table-toppers in our poll. Barry Eichengreen has written excellent works on the history of the gold standard and the danger of fixed-exchange-rate regimes. Nouriel Roubini earned the nickname “Dr Doom” for warning of an impending global crash. This is a tiny sample, of course, and the respect of peers does not always translate into wider influence. Since the beginning of 2009 the provocative Mr Roubini has been mentioned in prominent Western newspapers far more frequently than the rest of our top five. Mr Rajan, our economists’ favourite, got the fewest press mentions. Paul Krugman’s academic work earned him a Nobel prize but his New York Times column and blog give him greater celebrity than any of the names above him in the poll. When it comes to real power, however, no one can compete with Ben Bernanke, the chairman of the Federal Reserve. Mr Bernanke handsomely won the vote for the most influential economist of the past decade, beating Keynes into second place, and his policies will fuel research for decades to come.

--Ext. Bubbles
Additional stimulus collapses into stagflation – inflation will create debt bubbles

Springer, 2011 – editor of the Smart Money Newsletter [Keith http://seekingalpha.com/instablog/775298-keith-springer/172261-a-horse-by-any-other-name-is-still-a-horse, a market technician, a financial writer, multinational philanthropist, A Horse By Any Other Name is Still   Apr 29, 2011 Accessed June 20, 2012

Continued stimulus... or quantitative easing...or....whatever horses name you want to place on it, is clearly good news for the stock market which is absolutely addicted to the stimulus like a crack addict is to crack, or what I first deemed The Great Viagra Market. Keep the free money flowing baby, and the market will stay firm. Sometime soon the benefits will dissipate where all you get is inflation but with little growth, otherwise known as stagflation. Therefore, they are eventually going to have to let the economy find it's natural equilibrium and alleviate the massive debt bubble. When that happens, all hell will break loose again. Therefore, investors must be active and nimble enough to take what the market gives you in the interim, but prepared with a personal exit strategy.    

Turn – Keynesian stimulus creates artificial demand Bubbles which crash the economy – Japan proves

Watling, 2010 CEO of Longview Economics [Chris, So which leader is right about the economy, the Keynesian or his rival?, The Independent Sunday, Apr 11, 2010, Proquest, June 20, 2012]

Their difference in opinion goes to the heart of economics. If you're a "Keynesian", as [Gordon Brown] is, then you believe the purported "fragility" of the recovery means it still needs to be supported by government spending - as such, reducing that planned spending by 6bn increases the risk of a double dip. If you're of the opposite view (whether a believer in sound money, Ricardian equivalence, free markets and so on), then you'd prefer to place the emphasis of the burden of growth upon the private sector and not on government - as such, increasing the cost of employment doesn't make sense, as it discourages private-sector job creation. The result of Japan's Keynesian approach to the bursting of its bubbles has been two decades of economic stagnation - generally referred to as Japan's "lost decades". On top of that, Japan hasn't worked off its excess or solved its problems. Indeed, the debt bubble built up during the boom years in the corporate sector has simply been passed to the government sector. Corporate debt at its peak in 1990 was 85 per cent of GDP. It's now fallen to around 50 per cent. Government debt to GDP, however, has moved in the opposite direction from 50 per cent in 1990 to approximately 200 per cent today. We call it "Pass the debt parcel". Japan now has the highest government indebtedness problem in the developed world by far, coupled with an ageing and shrinking population to support it. This is not a problem solved - it's a problem postponed and arguably magnified.

Stimulus spending hurts the economy – it distorts price signals to the construction industry and reinforces a lack of confidence

Foster 11- Senior Fellow in the Economics of Fiscal Policy at The Heritage Foundation [JD Foster PhD “ Promoting Job Creation in the U.S.”, The Heritage Foundation, September 20, 2011, http://budget.senate.gov/democratic/index.cfm/files/serve?File_id=cce9fcda-2825-4b15-8615-85f0ff3e9f3c, accessed on 6-21-2012)

There are, of course, the unusual headwinds, such as the follow-on effects of Japan’s devastating earthquake and tsunami. But the economy faces and overcomes such headwinds even in the best of times. Headwinds there are, to be sure, but they do not explain the economy’s lethargy. The economy suffers from two categories of troubles. The first are structural troubles, which today primarily reflect a housing sector still in deep disequilibrium in many areas of the country. There is very little substantively that government can do to return housing markets to normal, and heaven knows Congress and the President have tried just about everything. And that is part of the problem. Government’s well-intentioned meddling has delayed and distorted the essential requirement for normalization – price discovery. On balance, these policies have set back the housing recovery by months, perhaps a year or more. There is an important lesson here. The second category of trouble is what might be termed environmental -- not the natural environment, but the economic environment. Missing from most economics textbooks are the true animating forces of prosperity. Most relevant for our discussion is alternatively a shortage of confidence or an excess of bad uncertainty. Those who could make the decisions and take the actions that would grow the economy lack the confidence to do so. Even today, the economy abounds in opportunities for growth. But turning potential into reality requires action, and action requires confidence—confidence in the future, confidence in the specific effects in government policy, and confidence that government can properly carry out its basic functions, like agreeing to a budget. America suffers a confidence shortage, and Washington is overwhelmingly the cause. Confidence, in turn, is lacking because of an excess of uncertainty: Uncertainty about the future, but also uncertainty about the effects of government policies – tax policies, regulatory policies, monetary policies, trade policies. Uncertainty is natural, of course. The future is always uncertain. But there is good uncertainty and bad uncertainty, much as there is good cholesterol and bad cholesterol. Good uncertainty, for example, presents opportunities for profit. Bad uncertainty arises largely when investors and entrepreneurs have very real questions about the consequences of government policy. Tax policy provides a good example of bad uncertainty. The President’s repeated insistence on raising taxes on high-income workers and investors slows the economy even without the policy being enacted. It does so by raising the uncertainty about the tax consequences of various actions. It does not stop all such actions, but it stops some, and therein lies the difference between growth and stagnation. 

--Ext. Investment Trade-Off
Infrastructure Stimulus fails to produce jobs – it only moves investment around the country

Cochrane, 2012 – Prof of Business at the University of Chicago Booth School of Business [John http://johnhcochrane.blogspot.com/2012/03/manna-from-heaven-harvard-stimulus.html The Grumpy Economist March 4, 2012 Manna from Heaven: the Harvard Stimulus Debate Accessed June 21, 2012]

Last week there was a fiscal stimulus debate between titans John Taylor and Larry Summers, at Harvard. Taylor wrote his opening remarks on his blog, which I recommend without further comment. Summers was quoted in the Harvard Crimson: Summers also said that in studies comparing states that received varying amounts of stimulus money, those that received more money experienced higher levels of job growth. This makes no sense as an argument for overall fiscal stimulus. The fact is certainly possible. A good example of such studies is by Emi Nakamura and John Steinsson, summarized in their VoxEu blog post. Output rises in states that get more military spending: ...when aggregate military spending in the US rises by 1% of GDP, military spending in California on average rises by about 3% of California GDP, while military spending in Illinois rises by only about 0.5% of Illinois GDP. ...we can use regional variation associated with these buildups to estimate the effect of a relative increase in spending on relative output. Our conclusion is that when relative spending in a state increases by 1% of GDP, relative state GDP rises by 1.5%. But they're upfront about the limits of this result: Are multipliers of 1.5 too large to be true? ... some care is required in interpreting these empirical results. ... in our setting, the region getting the spending is not paying for it. (My emphasis) And that's the problem. Sure. Suppose the government pays contractors to build a military base, or to dig a ditch from Fresno to Bakersfield (high speed rail.) Is anyone surprised that GDP goes up in those areas? The contract itself is a government purchase, and adds to GDP, whether or not the project is of any use at all. When a donut shop relocates from LA, and people spend their salaries on donuts, that counts for more multiplier. But where did the money come from? Showing that the government can move output around does not show that it can increase output overall. To build the base or rail line, the government had to tax or borrow the money. Cross-sectional studies do not measure the loss of demand in (say) Chicago from the money that got spent in Bakersfield. Actually, the studies can count the loss for stimulus: Every dollar that Chicago's GDP goes down from the extra taxes or borrowing means that the relative output in Bakersfield goes up. Amazingly, our government has seemed unable to accomplish much of this manna-from-heaven local stimulus in the recent recession. (Steinsson and Nakamura's study was on military expenditure in general, the potential for such "stimulus," not how much of it actually happened in this recession.) John Taylor shows that the actual stimulus didn't even get spent, and when it did, didn't create many jobs. The Wall Street Journal had a nice article a few weeks ago, showing in detail how a $10 billion in stimulus money for wind farms produced few jobs. Even taking administration numbers at face value, we spent hundreds of thousands of dollars for each $50,000/year job "saved."

Infrastructure spending won’t create jobs – it diverts investment

Utt 08 Senior research fellow in the Thomas A. Roe institute for the Economic Policy Studies ( Ronald D., April 2, Morgan Senior Research Fellow in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation., More Transportation Spending: False Promises of Prosperity and Job Creation, http://www.policyarchive.org/handle/10207/bitstreams/13483.pdf, Google Scholar, 06/20/12)

Regardless of how the federal government raised the additional $1 billion, it would shift resources from one part of the economy to another, in this case to road building. The only way that $1 billion of new highway spending can create 47,576 new jobs is if the $1 billion appears out of nowhere as if it were manna from heaven. USDOT’s I/O model could be used to approximate such substitution effects, but the department did not incorporate these considerations into the study; hence, the professors prefaced their report with the condition “assuming there is slack labor supply”—economists’ equivalent of manna. At the height of I/O analysis, as used during the 1970s in the centrally planned socialist economies of Eastern Europe and the Soviet Union, the operation of these models explicitly considered such substitution effects. Without markets and prices to allocate these countries’ scarce resources, government central planners had to consider the full implications of taking from one sector to give to another. For example, building a new hydroelectric dam would require tens of thousands of cubic yards of concrete, thousand of tons of rebar, dozens of bulldozers, thousands of workers, and so forth. Without free markets to allocate and produce these products by signaling supply and demand through price changes, government central planners used I/O models to calculate from which sectors to take the needed labor and supplies. This also allowed the government planners to determine the implications of such withdrawals: how many new apartments, roads, warehouses, missile silos, farm tractors, and other outputs would be sacrificed to build the hydro project. With the collapse of most centrally planned economies, the use of I/O analysis is now confined largely to economic consultants hired to justify costly and underutilized building projects such as convention centers and football stadiums because they will “create” jobs. In fact, such projects never create anything approaching the benefits projected through the misuse of these models, but there always seem to be local boosters, businessmen, and politicians who are willing to exaggerate the potential benefits. Because of these inherent limitations, I/O models such as the one used by USDOT should be used with great caution, and their limitations and artificial assumptions should be clearly acknowledged. When these conditions are considered, the job-creation potential of any spending scheme will be found to be a small fraction of what such models initially report. Although the USDOT report made only passing and oblique references to such limitations and drawbacks, a number of other federal studies investigating the same or similar types of spending explicitly acknowledged such deficiencies. These studies—including three other studies discussed in this paper—concluded that the job-creation potential of government infrastructure spending is substantially less than that reported by USDOT.

Spending does not stimulate the economy – it diverts investment and impedes income growth

Riedl 08 Fellow in Federal Budgetary Affairs at Heritage (Brian M., November 12, Grover M. Hermann Fellow in Federal Budgetary Affairs in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation, Why Government Spending Does Not Stimulate Economic Growth, http://shawnslayton.com/open/iPAD/govt%20spending%20no%20economic%20growth.pdf, Google Scholar, 06/20/12)

In a throwback to the 1930s and 1970s, Democratic lawmakers are betting that America’s economic ills can be cured by an extraordinary expansion of government. This tired approach has already failed repeatedly in the past year, in which Congress and the President: • Increased total federal spending by 11 percent to nearly $3 trillion; • Enacted $333 billion in “emergency” spending; • Enacted $105 billion in tax rebates; and • Pushed the budget deficit to $455 billion in the name of “stimulus.” Every one of these policies failed to increase economic growth. Now, in addition to passing a $700 billion financial sector rescue package, lawmakers have decided to double down on these failed spending policies by proposing a $300 billion economic stimulus bill. Even though the last $455 billion in Keynesian deficit spending failed to help the economy, lawmakers seem to have convinced themselves that the next $300 billion will succeed. This is not the first time government expansions have failed to produce economic growth. Massive spending hikes in the 1930s, 1960s, and 1970s all failed to increase economic growth rates. Yet in the 1980s and 1990s—when the federal government shrank by one-fifth as a percentage of gross domestic product (GDP)—the U.S. economy enjoyed its greatest expansion to date.No. 2208 Cross-national comparisons yield the same result. The U.S. government spends significantly less than the 15 pre-2004 European Union nations, and yet enjoys 40 percent larger per capita GDP, 50 percent faster economic growth rates, and a substantially lower unemployment rate. 1 When conventional economic wisdom repeatedly fails, it becomes necessary to revisit that conventional wisdom. Government spending fails to stimulate economic growth because every dollar Congress “injects” into the economy must first be taxed or borrowed out of the economy. Thus, government spending “stimulus” merely redistributes existing income, doing nothing to increase productivity or employment, and therefore nothing to create additional income. Even worse, many federal expenditures weaken the private sector by directing resources toward less productive uses and thus impede income growth.

Government stimulus undermines future growth – private investment has greater returns

Riedl 08 Fellow in Federal Budgetary Affairs at Heritage (Brian M., November 12, Grover M. Hermann Fellow in Federal Budgetary Affairs in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation, Why Government Spending Does Not Stimulate Economic Growth, http://shawnslayton.com/open/iPAD/govt%20spending%20no%20economic%20growth.pdf, Google Scholar, 06/20/12)

More importantly, government spending can alter future economic growth. Economic growth results from producing more goods and services (not from redistributing existing income), and that requires productivity growth and growth in the labor supply. A government’s impact on economic growth is, therefore, determined by its policies’ effect on labor productivity and labor supply. Productivity growth requires increasing the amount of capital, either material or human, relative to the amount of labor employed. Productivity growth is facilitated by smoothly functioning markets indicating accurate price signals to which buyers and sellers, firms and workers can respond in flexible markets. Only in the rare instances where the private sector fails to provide these inputs in adequate amounts is government spending necessary. For instance, government spending on education, job training, physical infrastructure, and research and development can increase long-term productivity rates—but only if government spending does not crowd out similar private spending, and only if government spends the money more competently than businesses, nonprofit organizations, and private citizens. More specifically, government must secure a higher long-term return on its investment than taxpayers’ (or investors lending the government) requirements with the same funds. Historically, governments have rarely outperformed the private sector in generating productivity growth. Even when government spending improves economic growth rates on balance, it is necessary to differentiate between immediate versus future effects. There is no immediate stimulus from government spending, since that money had to be removed from another part of the economy. However, a productivity investment may aid future economic growth, once it has been fully completed and is being used by the American workforce. For example, spending on energy itself does not improve economic growth, yet the eventual existence of a completed, wellfunctioning energy system can. Those economic impacts can take years, or even decades, to occur. Most government spending has historically reduced productivity and long-term economic growth due to:

Infrastructure spending fails to stimulate jobs – empirical evidence that it diverts investments – even the Dept of Transportation admits

Riedl 08 Fellow in Federal Budgetary Affairs at Heritage (Brian M., November 12, Grover M. Hermann Fellow in Federal Budgetary Affairs in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation, Why Government Spending Does Not Stimulate Economic Growth, http://shawnslayton.com/open/iPAD/govt%20spending%20no%20economic%20growth.pdf, Google Scholar, 06/20/12)

2) Highway Spending: The Myth of the 47,576 New Jobs Nowhere is the government spending stimulus myth more widespread than in highway spending. Congress is already rumbling to push billions in highway spending in the next stimulus package. Over the years, lawmakers have repeatedly supported their errant claim that highway spending is an immediate economic tonic by citing a Department of Transportation (DOT) study. This study supposedly states that every $1 billion spent on highways adds 47,576 new jobs to the economy. 15 The problem: The DOT study made no such claim. It stated that spending $1 billion on highways would require 47,576 workers (or more precisely, it would require 26,524 workers, who then spend their income elsewhere, supporting an additional 21,052 workers). But before the government can spend $1 billion hiring road builders and purchasing asphalt, it must first tax or borrow $1 billion from other sectors of the economy—which would then lose a similar number of jobs. In other words, highway spending merely transfers jobs and income from one part of the economy to another. As The Heritage Foundation’s Ronald Utt has explained, “The only way that $1 billion of new highway spending can create 47,576 new jobs is if the $1 billion appears out of nowhere as if it were manna from heaven.” 16 The DOT report implicitly acknowledged this point by referring to the transportation jobs as “employment benefits” within the transportation sector, rather than as new jobs for the total economy. An April 2008 DOT update to its previous study reduced the employment figure to 34,779 jobs supported by each $1 billion spent on highways, and explicitly stated that the figure “refers to jobs supported by highway investments, not jobs created.” 17 Similarly, a Congressional Research Service study calculated similar numbers as the DOT study, but cautioned: To the extent that financing new highways by reducing expenditures on other programs or by deficit finance and its impact on private consumption and investment, the net impact on the economy of highway construction in terms of both output and employment could be nullified or even negative. 18 Not surprisingly, highway spending has a poor track record of stimulating the economy. The Emergency Jobs Appropriations Act of 1983 appropriated billions of dollars in highway spending (among other programs) in hopes of pushing the doubledigit unemployment rate downward. Years later, an audit by the General Accounting Office (GAO, now the Government Accountability Office) found that highway spending generally failed to create a significant number of new jobs. 19 The bottom line is that there is no reason to expect additional highway spending this year to boost short-term economic growth or create new jobs. As stated above, resulting improvements in the nation’s infrastructure may increase future productivity and growth—once they are completed and in use. This is not the same as suggesting that the act of spending money on additional highway workers and asphalt is itself an immediate stimulant. Even the hope of future productivity increases rest on the assumptions that politicians will allocate money to necessary highway projects (rather then pork), and that those future productivity benefits will outweigh the lost productivity from raising future tax rates to finance the project.

Taxation to pay for stimulus trades off with investment available to create jobs

Cochrane, 2012 – Prof of Business at the University of Chicago Booth School of Business [John http://johnhcochrane.blogspot.com/2012/03/manna-from-heaven-harvard-stimulus.html The Grumpy Economist March 4, 2012 Manna from Heaven: the Harvard Stimulus Debate Accessed June 21, 2012]

Larry may be citing studies of the recent recession that disagree. But I think it is a mistake to get too deep in this argument: As a matter of economics, the government should be able to move output around, making one area worse off and another better off. The delicious irony that it was unable to do much of that in this case shouldn't blind us to the fallacy of composition: Stimulus has to be paid for. In evaluating stimulus for the whole economy, you have to count the loss of demand from the paying-for-it side equally with the raise in demand or employment from the spending-it side.
--Ext. Alternate Cause - Debt
Keynesian steady growth is impossible – too much interest is paid on debt

Nielson 2012 – editor of Bullion Bulls Canada [Jeff has a personal background in law and economics. Bullion Bulls Canada provides general macro-economic and political commentary on the precious metals markets EFT Daily News June 14, http://etfdailynews.com/2012/06/14/the-real-goldilocks-economy-part-ii-gld-slv-tza-iau-faz/ Access Date June 19, 2012 The Real ‘Goldilocks Economy’, Part II 

In Part I, we were presented with a mythical “Goldilocks economy”; a contrivance of propaganda where B.S. Bernanke attempted to portray the U.S.’s worsening economic collapse as representing some sort of Golden Age. We were also presented with a legitimate definition of a Goldilocks economy: steady growth, stable employment, and muted inflation. However, back in the real world we saw a U.S. economy which literally exemplified the exact opposite of all those characteristics. The purpose of Part II is thus to first expand upon this definition which was presented in Part I, and then to point readers toward how such an economic dream could be achieved. The best way in which to accomplish this is to look at the three facets of the Goldilocks paradigm individually. With respect to the propaganda myth of “steady growth”, understand that as a matter of the simplest arithmetic that this is impossible with any/every economy which embraces the suicidal Keynesian doctrine of perpetually rising debt-levels. Obviously if you begin with an economy which is spending 1% of each dollar of revenue paying interest on debt, then 5%, then 10%, and now 25% to 30% (as Europe’s Deadbeat Debtors prepare to default) you can never possibly have steady growth. The Euro’s Demise Has Been Set in Motion: Are you protected? "Nationalism will emerge. Healthier countries will not see fit to spend their hard earned money to bail out their less responsible neighbors." Rather, as the Albatross of debt around the throats of these economies becomes heavier and heavier and heavier, it is an inevitable proposition of arithmetic that growth will become more and more anemic as a greater and greater percentage of resources is wasted servicing debt. Inevitably these economies become so saturated with debt that further “growth” is impossible. This is the point at which our Western economies are at today.

Stimulus fails – the gov’t cannot increase consumer demand or spending without addressing debt

Phil’s Stock World 2012 [ Paul Krugman’s Economic Blinders, May 21 2012 proquest, June 19, 2012]

The problem with Mr. Krugman's analysis is that bank debt creation plays no analytic role in Mr. Krugman's proposals to rescue the economy. It is as if the economy operates without wealth or debt, simply on the basis of spending power flowing into the economy from the government, and being spent on consumer goods, investment goods and taxes - not on debt service, pension fund set-asides or asset price inflation. If the government will spend enough - run up a large enough deficit to pump money into the spending stream, Keynesian-style - the economy can revive by enough to "earn its way out of debt." The assumption is that the government will revive the economy on a broad enough scale to enable the individuals who owe the mortgages, student loans and other debts - and presumably even the states and localities that have fallen behind in their pension plan funding - to "catch up." Without recognizing the role of debt and taking into account the magnitude of negative equity and earnings shortfalls, one cannot see that what is preventing American industry from exporting more is the heavy debt overhead that diverts income to pay the Finance, Insurance and Real Estate (FIRE) sector. How can U.S. labor compete with foreign labor when employees and their employers are obliged to pay such high mortgage debt for its housing, such high student debt for its education, such high medical insurance and Social Security (FICA withholding), such high credit-card debt - all this even before spending on goods and services? In fact, how can wage earners even afford to buy what they produce? The problem interfering with the circular flow between producers and consumers ("Say's Law") is not "saving" as such. It is debt payment. And unless debts are written down, the U.S. economy will shrink just as will the economies of Greece, Spain, Portugal, Italy, Ireland, Iceland and other countries subjected to the Washington Consensus of neoliberal austerity.

--Ext. Keynesianism Flawed

Keynesian stimulus fails because the gov’t cannot make efficient economic decision – socialism proves 

The Daily Reckoning, ‘12 [Jeffrey Tucker, staff writer, Keynesian Policies: Half a Century of Failures, June 9, 2012, http://www.dailyreckoning.com.au/keynesian-policies-half-a-century-of-failure/2012/06/09/, June 19, 2012] 

This is why reading Paul Krugman can sometimes seem as if you are reading letters from the loony bin. He says that the problem is that Keynesian theory has not been tried enough, or even at all. He blasts the Fed for insufficient action. He attacks Congress for its cutbacks. He flails away at the Obama administration for its do-nothing policies. He lashes out at regulators for failing to kick people around more. And then he suggests hyperinflation and the looter state as great solutions. I'm reminded of 1989, when socialism collapsed all over the Soviet Union and Eastern Europe. I figured that the socialists would all hang their heads low and admit that their crazy scheme to impose collective ownership of capital had flopped horribly. Far from it! They said that the problem with the Soviet Union and Eastern Europe was that they hadn't actually tried socialism; the system they had was rather a Stalinized and bureaucratized regime of regimentation that merely replaced one ruling class with another. Believe it or not, they have a point, but it is not the one they think they are making. Socialism is actually impossible in the real world. There is no such thing as collective ownership of scarce goods. The attempt ends up empowering elite rulers who make rules about how property is used. What they end up doing is abolishing markets, which robs society of the profit and loss signals needed for rational economic decision making. They are pursuing a pipe dream. But it is not different from the Keynesian dream in this respect. Keynesianism imagines that the economy can be managed by scientific elites who make decisions according to an objective standard of economic efficiency. In reality, it ends up putting politicians, bureaucrats and central bankers in the position of overruling the rational decisions of property owners. The Krugman view of the world is as far-flung as the socialist one.

Keynesian economics fail – empirical analysis denies its assumptions and it ignores monetary policy

Skousen, 1998 – former prof of economics at Columbia Business School [Mark economic analyst for the CIA, columnist for Forbes magazine, Volume 48 Issue 7 “Milton Friedman Ex Keynseian”, July 1998 June 19, 2012 http://www.thefreemanonline.org/features/milton-friedman-ex-keynesian/)

Friedman is known as the leader of the Monetarist opposition to the Keynesian revolution. According to Friedman, monetary policy (manipulation of the money supply and interest rates) influences economic activity far more than fiscal policy (taxes and government spending). Yet it must be remembered that monetary and fiscal policies are both forms of state intervention in the economy. Accordingly, some free-market advocates see Keynes and Friedman as partners in crime. Granted, Friedman, as opposed to the Keynesians, favors a strict limit on monetary growth. Yet even Friedman occasionally succumbs to interventionist fever. Late last year he endorsed this remedy for Japan’s sluggish economy: print more money. Apparently Friedman felt that the easy-money policy in effect in Japan since 1994 (recent M1 was growing at 9.9 percent, M2 at 4.3 percent) was insufficient. “The surest road to a healthy economic recovery,” he wrote, “is to increase the rate of monetary growth.” What about tax relief, deregulation, and open markets? Friedman failed to list any of these options,[6] Undoubtedly he favors these remedies, but the article rekindled the old accusation that “only money matters” to Friedman. Friedman the Anti-Keynesian I have to admit that, like many free-market economists, I am surprised by these findings and the favorable comments Friedman has made about Keynes. I’ve always viewed the leader of the Chicago school as strongly anti-Keynesian. His Monetary History of the United States clearly contradicts Keynes’s contention that the capitalist system is inherently unstable.[7] The book shows that the Fed’s inept policies, not free enterprise, caused the Great Depression. Friedman’s permanent-income hypothesis modifies Keynes’s consumption function and undermines the case for progressive taxation. His natural-rate-of-unemployment doctrine denies any long-run trade-off between inflation and unemployment (the Phillips curve). In Capitalism and Freedom, Friedman challenges the effectiveness of the Keynesian multiplier and declares that the federal budget is the “most unstable component of national income in the postwar period.”[8] And, as early as 1963, he labeled as “erroneous” the Keynesian proposition that the free-market economy an be stuck indefinitely at less than full employment.[9]

Keynesian stimulus fails – consensus of economists – the government cannot fine tune spending 

Blinder, 2008 - Professor of Economics at Princeton University. [Alan former vice chairman of the Federal Reserve’s Board of Governors, Clinton’s Council of Economic Advisers. Access Date June 20, 2012 Keynesian Economics - The Concise Encyclopedia of Economics

http://www.econlib.org/library/Enc/KeynesianEconomics.html

This does not mean that Keynesians advocate what used to be called fine-tuning—adjusting government spending, taxes, and the money supply every few months to keep the economy at full employment. Almost all economists, including most Keynesians, now believe that the government simply cannot know enough soon enough to fine-tune successfully. Three lags make it unlikely that fine-tuning will work. First, there is a lag between the time that a change in policy is required and the time that the government recognizes this. Second, there is a lag between when the government recognizes that a change in policy is required and when it takes action. In the United States, this lag can be very long for fiscal policy because Congress and the administration must first agree on most changes in spending and taxes. The third lag comes between the time that policy is changed and when the changes affect the economy. This, too, can be many months. Yet many Keynesians still believe that more modest goals for stabilization policy—coarse-tuning, if you will—are not only defensible but sensible. For example, an economist need not have detailed quantitative knowledge of lags to prescribe a dose of expansionary monetary policy when the unemployment rate is very high.

Keynesian stimulus will never work-half a century of failure proves 

The Daily Reckoning, ‘12 [Jeffrey Tucker, staff writer, Keynesian Policies: Half a Century of Failures, June 9, 2012, http://www.dailyreckoning.com.au/keynesian-policies-half-a-century-of-failure/2012/06/09/, June 19, 2012]

 In the United States, the combination of stagnant labor markets and struggling stock markets has cast a spell of doom over nearly everyone. For most American observers who look only at superficial signs of economic health, this is a perfect storm. So long as stocks are rising, even a real zombie apocalypse wouldn't be noted. But if stocks are struggling, everything seems wrong with the world. For those of us who have been watching the unfolding folly since 2008, it's very difficult to take any of the current panic too seriously. What else should we expect from Keynesian policies after half a century of failure? And you don't even have to know the history to know that the path of spending, money growth and interest-rate manipulation is going to prove fruitless. You need to know only that government has no power to create bread from stones. It's a tossup as to which aspect of Keynesian policy is silliest. Maybe it is this idea that government can ramp up spending and that this spending can be a viable proxy for private-sector investment. Where does government get its money? From the private sector. Draining resources by force from one sector to be spent by another creates no new wealth. It destroys wealth, because you are throwing good money after bad.
Keynesianism fails – it doesn’t explain price changes and is based on outdated theories

Farmer, 2010 -  Chair of the Economics Department at UCLA [Roger, The Financial Times  The stimulus plan, unemployment and economic theory: Why I don’t believe in fairies January 28, 2010 http://blogs.ft.com/economistsforum/2010/01/the-stimulus-plan-unemployment-and-economic-theory-why-i-dont-believe-in-fairies/

According to new-Keynesians, recessions occur because some firms are stubbornly unwilling to lower their prices in the face of a fall in demand. Workers quit their jobs and choose to take a prolonged vacation. This is not the main theme of The General Theory. But the idea that some firms are slow to change prices is central to new-Keynesian economics. To explain why firms don’t change prices, the new-Keynesians assume that a firm must wait until it’s randomly chosen to be given the privilege to change its price. This option is facetiously referred to as a ‘visit from the Calvo fairy’ after a paper by economist Guillermo Calvo who first introduced the idea into macroeconomics. I don’t believe in fairies. The Calvo fairy is not the only unrealistic feature of new-Keynesian economics. Perhaps more damning is the fact that there is no unemployment in the benchmark new-Keynesian model. Instead, all variations in the employment rate occur as rational maximizing households choose to vary their hours in response to changes in the real wage. It is hard to take this model seriously as an explanation for the Great Depression or the current financial crisis. But it continues to dominate the discussion at academic conferences because – until now -there has been no good theoretical alternative. It is more important than ever that our policy makers and the general public understand how economists’ beliefs influence the policies that are now having such a profound influence on our everyday lives. Many economists recognise that it is time for economics to change. But so far, theoretical economists are trotting out the same tired old solutions and empirical economists are a long way from a consensus on the magnitude of the multiplier. Let’s hope we get it right before the next bridge collapses. The policies that new-Keynesian economists are advocating stem from a theory that is built on sand. Before economists become policy advocates we need a theory that is internally consistent and that can explain the evidence from the Great Depression, the stagflation of the 1970s and the current economic collapse. The Keynes of The General Theory was right about the problem, but he was wrong about the solution. High unemployment can persist forever unless we do something about it. But fiscal policy is not the way to restore full employment.

--Ext. No Net Gain

Infrastructure spending doesn’t increase jobs – it trades off with local spending, crowds out private investment and empirically fails

Markey, 2011 – The Heritage Foundation [Lachlan, 7/11/11- Writer for The Washington Examiner and The Foundry Obama vs. the Evidence: Infrastructure Spending Is No Job Creator, The Foundry, Acessed 6/20/12, http://blog.heritage.org/category/scribe/]

In the real world, the additional federal borrowing or taxing needed to provide this additional $1 billion means that $1 billion less is spent or invested elsewhere and that the jobs and products previously employed by that $1 billion thus disappear. Regardless of how the federal government raised the additional $1 billion, it would shift resources from one part of the economy to another, in this case to road building. The only way that $1 billion of new highway spending can create 47,576 new jobs is if the $1 billion appears out of nowhere as if it were manna from heaven… Because of these inherent limitations, [input/output] models such as the one used by USDOT should be used with great caution, and their limitations and artificial assumptions should be clearly acknowledged. When these conditions are considered, the job-creation potential of any spending scheme will be found to be a small fraction of what such models initially report. Even some I/O studies have found the benefits of infrastructure spending to be negligible. The aforementioned CRS report, for instance, used I/O models to measure the impact of such spending, and concluded (see link above for details): To the extent that financing new highways by reducing expenditures on other programs or by deficit finance and its im­pact on private consumption and investment, the net impact on the economy of highway construction in terms of both output and employment could be nullified or even negative. Unlike CRS and USDOT, the Government Accountability Office actually studied the track record of an infrastructure project – the Emergency Jobs Act of 1983 – and found similarly unimpressive results. “Funds were spent slowly and relatively few jobs were created when most needed in the economy,” GAO found. The jobs that were created by infrastructure spending “represented less than 1 per­cent of about 5.8 million jobs created by the economy since the act was passed.” The Congressional Budget Office took a different approach, and conducted a review of 10 years of academic data on the relationship between federal spending and job creation. On infrastructure spending, the CBO had this to say: The available information suggests three conclusions: some investments in public infrastructure can be justified by their benefits to the economy, but their supply is limited; some (perhaps substantial) portion of federal spending on infrastructure displaces state and local spending; and on balance, available studies do not support the claim that increases in federal infrastructure spending would increase economic growth. In short, a variety of studies using very different methodologies suggest that infrastructure spending is not an unemployment solution, and may even make the situation worse. So it should have come as little surprise, nearly a year after the president passed his stimulus package, that “a surge in spending on roads and bridges has had no effect on local unemployment and only barely helped the beleaguered construction industry,” as the Associated Press reported. But President Obama continues to cling to the notion that unemployment can be solved by simply spending more federal dollars on construction projects. As long as he continues pursuing policies shown time and again to be ineffective, unemployment will likely remain a problem. 

Infrastructure spending doesn’t create jobs - Affirmative authors rely on flawed studies – selective bias and flawed computer models

Utt 08 Senior research fellow in the Thomas A. Roe institute for the Economic Policy Studies ( Ronald D., April 2, Morgan Senior Research Fellow in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation., More Transportation Spending: False Promises of Prosperity and Job Creation, http://www.policyarchive.org/handle/10207/bitstreams/13483.pdf, Google Scholar, 06/20/12)

Following the lead of the highway lobbyists, the Senator claimed: [M]ore than 3,000 “ready-to-go” infrastructure projects were identified. An investment in these projects will not only repair roads and bridges, but it will create jobs and improve economic growth, and start the process of reversing the Bush administration’s underfunding of infrastructure. 7 Yet these many claims that highway spending can quickly create jobs and spur the economy are highly questionable given the mixed findings of decades of independent academic studies on the relationship between federal spending programs and job creation. Only one substantive “study,” which was commissioned by the U.S. Department of Transportation, asserts much of an impact on job creation, and the study’s authors heavily qualified that claim, recognizing that the results were produced using highly artificial assumptions in the computer simulation. Indeed, a careful review of the USDOT study reveals that many proponents of highway spending exaggerate its ability to predict the number of jobs created by additional spending. The USDOT Study Many of these claims for job creation are drawn from a computer simulation conducted in the early part of this decade by several researchers under contract with USDOT. The simulation calculated that each $1 billion of highway spending by the federal government would lead to what USDOT analysts describe as “employment benefits” totaling 47,576 person-years. 8 The study used USDOT’s JOBMOD Employment Estimation Model, an input/output (I/O) model of the highway construction sector of the U.S. economy, to calculate the employment effects of additional highway spending as follows: • First-round effects totaling 19,585 person-years, composed of 12,453 jobs in the highway construction sector and 7,132 jobs in industries supplying equipment and materials (e.g., stone, concrete, rebar, and fuel). • Second-round effects totaling 6,939 personyears of indirect employment, caused by additional production demands in industries that supply highway construction materials (e.g., iron and steel, financing, insurance, repair, and chemicals). • Third-round effects of 21,052 person-years, resulting from spending by the workers employed in the first two rounds on consumer goods (e.g., DVDs, Big Macs, baseball caps, hockey tickets, bourbon, socks, magazines, and home repair). As the $1 billion of federal highway spending works its way through the economy, this input/output analysis contends that the money will produce the equivalent of 47,576 jobs for one year. Notwithstanding the extent to which Senators, lobbyists, and the media tout the number of new jobs that the bill “creates” for every extra $1 billion spent, the words “new” and “create” appear only infrequently in the study’s lengthy written report about the operation and results of the model. Often, it refers to ambiguous “employment benefits.” Such cautionary statements are appropriate because the analytical approach and mathematical model used to calculate these employment benefits have only a limited capability to make firm predictions on new job creation. Indeed, in an introductory section, the report carefully hedges its predictions with statements such as “assuming there is slack labor supply, each construction project creates a number of new jobs directly.” Such qualifications are particularly justified given that the mathematical model used by USDOT—traditional I/O analysis—is little more than a comprehensive technical description of the quantities of materials, supplies, and labor that are needed to make a certain product. This model does not accurately describe the complex workings of a market economy in which, each moment, thousands of participants make millions of choices involving hundreds of thousands of services and commodities, all in limited supply. In the real economy, more of one thing means less of another in the short run as individuals and businesses substitute one product for another in response to changing prices. USDOT’s traditional I/O analysis does not consider such offsets and substitutions. For example, using the job-creation numbers provided by JOBMOD, an additional $1 billion in highway spending requires an estimated 26,524 additional workers 9 to build and supply $1 billion worth of new highways. In the real world, the additional federal borrowing or taxing needed to provide this additional $1 billion means that $1 billion less is spent or invested elsewhere and that the jobs and products previously employed by that $1 billion thus disappear. 

Infrastructure spending only has minimal impact on economy – Asia proves it only provides short term jobs.

Chin, ‘11– US Ambassador to the Asian Development Bank from 2007-2010 [Curtis, Washington Post writer, Obama's infrastructure bank won't create real jobs: Asia shows trade growth lifts economy more than government projects,  Washington Post, October 8 2011, proquest, June 21 2012]

With U.S. unemployment persistently and unacceptably high, President Obama and others from all political persuasions have voiced support once again for establishment of a new government-created institution that would provide loans and guarantees to finance U.S. infrastructure. They note Asia's continued economic growth and cite the region's - and particularly China's - tremendous investments in showcase infrastructure projects as reason enough to support greater government financing of infrastructure and development - and the jobs that come with such spending. Policymakers in Washington would be mistaken, however, if they see short-term job creation as rationale for creation of another federal bureaucracy in the guise of a U.S. national infrastructure bank. The latest proposal, part of Mr. Obama's recent Senate-rejected $447 billion jobs bill, envisioned a new $10 billion institution in Washington. That subproposal of the "jobs" bill may well rise again. The benefits, proponents say, will be twofold: rebuilding the United States' crumbling infrastructure and creating jobs. Just as the World Bank helped rebuild Europe after World War II and brings critical investment dollars to the poorest nations, isn't it time, they say, to do the same thing at home in the United States? Yet, like many things too good to be true, caveat emptor - buyer beware. Asia, with its multitude of infrastructure projects, offers a lesson, albeit a counterintuitive one. For all the billions of dollars in projects pushed by the World Bank and other multilateral development banks, what is clear is that such institutions are not the key players when it comes to infrastructure investment and job creation for much of Asia. Much more critical to growth have been trade, a still-evolving but strengthening infrastructure of transparency, governance and the rule of law, and allowing businesspeople the chance to, well, go about doing their business. In that context, the recently passed U.S. Free Trade Agreements with Korea, Panama and Colombia may well do more in the long run to spur economic growth in the United States and those countries than any individual bridge or other single infrastructure project.

Stimulus spending cannot solve jobs – it has diminishing returns

Utt 08 Senior research fellow in the Thomas A. Roe institute for the Economic Policy Studies ( Ronald D., April 2, Morgan Senior Research Fellow in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation., More Transportation Spending: False Promises of Prosperity and Job Creation, http://www.policyarchive.org/handle/10207/bitstreams/13483.pdf, Google Scholar, 06/20/12)

The Congressional Budget Office Study The Congressional Budget Office (CBO) has also looked into the relationship between federal spending and job creation and other economic benefits. Based on the evidence adduced during its review, it concluded that the connection is relatively weak. 20 In contrast to the USDOT, CRS, and GAO studies, the CBO study was a comprehensive review of a large number of academic studies on the subject conducted by individuals and institutions during the preceding 10 years. Although these studies approached the economic impact of infrastructure spending from slightly different perspectives using a variety of estimation techniques, the overall opinion was that the evidence on the effect of federal infrastructure spending on job creation was inconclusive. For example, in a 1997 review of 15 separate studies on the state and local impact of highways, eight studies found a statistically significant and positive impact, and seven found negative or insignificant results. 21 The CBO review also cited a 1996 study commissioned by the Federal Highway Administration (FHWA), which found that the federal highway program produced extremely high benefits in its early days, but that the value of these benefits declined as the interstate system neared completion. At this point, further federal investment in highways was estimated to be less productive than private investment in general. Other studies found that federal money sometimes merely displaced state and local money that would have been spent on the project anyway. The CBO concluded: The available information suggests three conclusions: some investments in public infrastructure can be justified by their benefits to the economy, but their supply is limited; some (perhaps substantial) portion of federal spending on infrastructure displaces state and local spending; and on balance, available studies do not support the claim that increases in federal infrastructure spending would increase economic growth.

--Ext. Empirically Failed
Stimulus never restarts the economy - there has never been a successful example and it has diminishing results

Rosenthal, 2010 – principal at Rosenthal Capital Management, LLC [Bret  http://seekingalpha.com/instablog/483485-bret-rosenthal/42633-the-inherent-trouble-with-too-much-stimulus RCM is an independent investment management company, founding partner of the Fortune's Favor Family of Funds. The Inherent Trouble With Too Much Stimulus Jan 7, 2010 Accessed June 20, 2012

The Inherent Trouble With Too Much Stimulus: During the course of 2009, the Obama administration rolled out a series of ‘initiatives’, under the banner of ’stimulus’, in the hope of restarting the economy. I will refrain from typing a cathartic diatribe labeling the ’stimulus’ effort as misguided, futile and infantile. Better save that for a different post when I’m feeling a little more politically randy. Moreover, I’m loath to distract you from a more pressing issue: Can a pile of stimulus actually lead to long term economic health? I sincerely wish a hearty debate could ensue. I challenge anyone in cyberspace to give me actual proof of an economic recovery at anytime throughout history that resulted from a ’stimulus’ package. Wait! Don’t get too excited. There is a catch. I’m not interested in reading about a stimulus package built on sound ideas like tax cutting and fiscal responsibility. No, if you accept the challenge your example must sight a ’stimulus’ package built on the solid foundation of massive budget deficits and currency debasement. While I’m waiting for a brave soul to respond, I’d like to return to the topic of awful pending home sales. The reason for the decline was really quite elemantary. Government incentives draw forward sales into earlier months and when the incentives end, sales drop. Without job creation and income expansion, incentives can only do so much; eventually the well of able buyers runs dry. Moreover, constant government creation of gimmick stimulus leads to dangerous buyer learned behavior: Stop buying until the next stimulant is announced. Perhaps the best way to understand the dangers of gimmick stimulus is to use an analogy. Allow me to take the idea of stimulus and apply it to the easily understood realm of Starbucks. We can all agree, the first cup of coffee in the morning gives some of us a much-needed jolt of the stimulus caffiene. We feel more awake and ready to go. What happens after the 3rd or, maybe, 4th cup? Yes, we have some more energy, but we start to feel a little jittery. Add a couple more cups of stimulant and we begin to feel downright sick and are completely unproductive. This is a perfect example of the oft cited law of diminishing returns. The unchecked use of any stimulus will lead to a decrease in productivity and usually health problems. I submit to you, the same principals hold true in economics.

Keynesian stimulus failed – it is empirically discredited, and Obama’s stimulus failed to prevent decline in jobs

Ferrara 2009 - senior policy adviser at the Institute for Policy Innovation [Peter, The Keynesians Were Wrong Again http://online.wsj.com/article/SB10001424052970203440104574400580004827114.html September 11, 2009 Accessed June 20, 2012)

From the beginning, our representatives in Washington have approached this economic downturn with old-fashioned, Keynesian economics. Keynesianism—named after the British economist John Maynard Keynes—is the theory that you fight an economic downturn by pumping money into the economy to "encourage demand" and "create jobs." The result of our recent Keynesian stimulus bills? The longest recession since World War II—21 months and counting—with no clear end in sight. Borrowing close to a trillion dollars out of the private economy to increase government spending by close to a trillion dollars does nothing to increase incentives for investment and entrepreneurship. The record speaks for itself: In February 2008, President George W. Bush cut a deal with congressional Democrats to pass a $152 billion Keynesian stimulus bill based on countering the recession with increased deficits. The centerpiece was a tax rebate of up to $600 per person, which had no significant effect on economic incentives, as reductions in tax rates do. Learning nothing from this Keynesian failure, which he vigorously supported from the U.S. Senate, President Barack Obama came back in February 2009 to support a $787 billion, purely Keynesian stimulus bill. Even the tax-cut portion of that bill, which Mr. Obama is still wildly touting to the public, was purely Keynesian. The centerpiece was a $400-per-worker tax credit, which, again, has no significant effect on economic incentives. While Mr. Obama is proclaiming that this delivered on his campaign promise to cut taxes for 95% of Americans, the tax credit disappears after next year. The Obama administration is claiming success, not because of recovery, but because of the slowdown in economic decline. Last month, just 216,000 jobs were lost, and the economy declined by only 1% in the second quarter. Based on his rhetoric, Mr. Obama expects credit for anyone who still has a job. The fallacies of Keynesian economics were exposed decades ago by Friedrich Hayek and Milton Friedman. Keynesian thinking was then discredited in practice in the 1970s, when the Keynesians could neither explain nor cure the double-digit inflation, interest rates, and unemployment that resulted from their policies. Ronald Reagan's decision to dump Keynesianism in favor of supply-side policies—which emphasize incentives for investment—produced a 25-year economic boom. That boom ended as the Bush administration abandoned every component of Reaganomics one by one, culminating in Treasury Secretary Henry Paulson's throwback Keynesian stimulus in early 2008. Mr. Obama showed up in early 2009 with the dismissive certitude that none of this history ever happened, and suddenly national economic policy was back in the 1930s. Instead of the change voters thought they were getting, Mr. Obama quintupled down on Mr. Bush's 2008 Keynesianism. The result is the continuation of the economic policy disaster we have suffered since the end of 2007. Mr. Obama promised that his stimulus would prevent unemployment from climbing over 8%. It jumped to 9.7% last month. Some 14.9 million Americans are unemployed, another 9.1 million are stuck in part-time jobs and can't find full-time work, and another 2.3 million looked for work in the past year and never found it. That's a total of 26.3 million unemployed or underemployed, for a total jobless rate of 16.8%. Personal income is also down $427 billion from its peak in May 2008. Rejecting Keynesianism in favor of fiscal restraint, France and Germany saw economic growth return in the second quarter this year. India, Brazil and even communist China are enjoying growth as well. Canada enjoyed job growth last month. U.S. economic recovery and a permanent reduction in unemployment will only come from private, job-creating investment. Nothing in the Obama economic recovery program, or in the Bush 2008 program, helps with that.

Keynesian stimulus fails, Japanese Stagnation and Asian recovery proves 

Watling, 2010 CEO of Longview Economics [Chris, So which leader is right about the economy, the Keynesian or his rival?, The Independent Sunday, Apr 11, 2010, Proquest, June 20, 2012]

Fortunately, there are precedents from which we can learn lessons. In Japan, in 1990, two bubbles burst: a stock market bubble and a "real estate and debt" bubble. The Japanese authorities took a Keynesian approach to dealing with the aftermath. Interest rates were cut to zero - albeit over five years; banks were cleaned up and recapitalised, eventually, while successive governments engaged in successive fiscal stimulus plans - the "do whatever it takes" approach to ensure the worst effects of economic contraction were avoided. The result of Japan's Keynesian approach to the bursting of its bubbles has been two decades of economic stagnation - generally referred to as Japan's "lost decades". On top of that, Japan hasn't worked off its excess or solved its problems. Indeed, the debt bubble built up during the boom years in the corporate sector has simply been passed to the government sector. Corporate debt at its peak in 1990 was 85 per cent of GDP. It's now fallen to around 50 per cent. Government debt to GDP, however, has moved in the opposite direction from 50 per cent in 1990 to approximately 200 per cent today. We call it "Pass the debt parcel". Japan now has the highest government indebtedness problem in the developed world by far, coupled with an ageing and shrinking population to support it. This is not a problem solved - it's a problem postponed and arguably magnified. At the other end of the spectrum lie the countries involved in the Asian crisis of 1997-98, most famously South Korea, Hong Kong, Thailand and Indonesia among others. As in Japan's case, bubbles built up and then burst (primarily related to over-indebtedness, property and a poorly run financial sector). In these instances, though, the authorities in each country had little choice over how to deal with their crises - an international buyers' strike of their debt, and associated capital flight, meant they had to go cap in hand to the International Monetary Fund for a loan. The IMF provided the cash but, as always, with conditions. Interest rates had to be raised to defend the currency, fiscal policy had to be consolidated and government spending cut aggressively, while the banking sectors were also cleaned up. While their downturns at the time were painful and deep, once the excess capacity created by the bubble was cleared by those recessions, these economies were returned to good health and have since been growing rapidly for over a decade (other than two or three quarters at end 2008 and early 2009). Most importantly, today these economies remain structurally strong with low private and government debt levels, high savings rates and strong productivity growth.

Keynesian stimulus spending fails – empirically Obama’s stimulus failed. 

The New York Sun, ‘12 [Lawrence Kudlow, staff writer, Failure of Keynesian Spending Spree Puts US Back at Edge of Recession, as Jobs Growth Stalls, June 1 2012, http://www.nysun.com/national/failure-of-keynesian-spending-spree-puts-us-back/87846/, June 20 2012] 

You would think $1 trillion in spending stimulus and $2.5 trillion of Fed pump-priming would produce an economy a whole lot stronger than 1.9% GDP, which was the revised first-quarter number. You’d think all that government spending would deliver a whole lot more jobs than 69,000 in May. It hasn’t happened. The Keynesian government-spending model has proven a complete failure. It’s the Obama model. It has produced such an anemic recovery that frankly, at 2% growth, we’re back on the front end of a potential recession. If anything goes wrong — like another blow-up in Europe — there’s no safety margin to stop a new recession.
Fiscal stimulus fails – empirical studies prove

Taylor 2012 - professor of Economics at Stanford University [John B.  http://johnbtaylorsblog.blogspot.com/2012/03/debating-stimulus-and-harvard-and.html  March 2, 2012 Debating Stimulus and Harvard and Stanford Accessed June 21, 2012]

Larry Summers and I debated “Did Fiscal Stimulus Help the Economy?” at Harvard this week. There was no video streaming or recording, and I will not try to summarize the back and forth (which the overflow crowd seemed to enjoy), but here is a summary of things I said in my opening remarks. There will be a follow-up debate at Stanford on April 4 which will be recorded. The issue we are debating today is central to economic policy. It’s an issue where there‘s obviously a great deal of disagreement. Students want to know why there’s disagreement, and the point-counterpoint of debate is an important way to learn. So I thank Harvard for sponsoring this debate, and I thank you all for coming. I have been doing a lot of empirical research on the impact of discretionary Keynesian stimulus packages—the temporary and targeted packages intended to counter recessions and jump-start the economy by increasing government purchases, transfer payments, or tax rebates. I don’t find convincing empirical evidence that they helped the economy, or that they increased economic growth in any significant or sustained way. In fact, by increasing unpredictability about policy and by raising uncertainty about increased deficits and debt, they are likely to have harmed the economy.

--Ext. Alternate Cause - Europe
Alternate causality – European financial crisis threatens US economy

Rugaber, 2012 [Christopher – Staff Writer, Las Vegas Sun, June 1, U.S. economy adds 69,000 jobs in May, fewest in a year:

http://www.lasvegassun.com/news/2012/jun/01/us-economy-adds-69000-jobs-may-fewest-year/
Businesses are facing a growing threat from Europe's financial crisis, which has worsened in recent weeks. The crisis is driving up borrowing costs for Spain and Italy and spreading to the banking system. Greece could be forced to exit the euro, which could push the region into a sharp recession. That could limit U.S. growth. "It is disappointing," said Ellen Zentner, an economist at Nomura Securities. "Clearly, business sentiment has turned sour. ... Companies are concerned about contagion from Europe." Zentner said mild winter earlier this year accelerated some hiring that normally would have taken place in the spring. The construction industry, one of the most weather-sensitive industries, added jobs in December and January but cut back sharply in April and May

