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1NC Spending DA

A - A budget deal is coming, but negotiations focus on limiting discretionary spending.

Trumbull – 6/16/11

(Mark, “Budget math: Is too much 'off the table' to really fix US deficit?” Christian Science Monitor, 16 June.  [Online] http://www.csmonitor.com/USA/Politics/2011/0616/Budget-math-Is-too-much-off-the-table-to-really-fix-US-deficit) Accessed 06.16.11 jfs

That's essentially what's happening now in Washington, as Democrats and Republicans agree on a major problem but not on how to fix it. On Thursday, bipartisan talks led by Vice President Joe Biden continue. After the group met Wednesday, lawmakers expressed optimism about reaching a fiscal deal, even though some key pieces of the nation's finances are currently viewed as "off the table."
Republicans generally don't want to consider raising taxes as part of a plan to reduce federal deficits. And the rift between the two parties over how to fix Medicare and Social Security has pushed those entitlement programs to the sidelines.

So the two parties are focused on other parts of the federal budget – such discretionary spending and where to cut it – as they rush to put a fiscal deal in place before Aug. 2. Both sides agree that it's a good idea to act by early August, ideally a bit ahead of that Treasury-announced deadline, to avoid a serious funding challenge for the nation. After that, the government won't be able to borrow, by issuing new bonds, unless Congress has raised the debt limit.

The limited scope of the bipartisan talks doesn't mean they are fruitless.

In fact, as lawmakers left Wednesday's meeting members of both parties struck an optimistic tone about the progress being made. The group is meeting at a stepped-up pace (it will gather again Thursday, for its third meeting of the week) with the goal of setting a framework for legislation by July 4.
B - New spending disrupts the debt ceiling talks, which generates a new economic crisis.

Cohn – Senior Editor @ The New Republic – 6/09/11

(Jonathan, “A Pivot to Jobs? Or Not,” The New Republic [blog], 09 June.  [Online] http://www.tnr.com/blog/jonathan-cohn/89763/obama-jobs-payroll-tax-holiday-stimulus-deficit) Accessed 06.16.11 jfs

Nobody disputes that the political constraints facing the president are real. The Republicans won't pass anything that involves spending, the public largely rejects Keynesian thinking, and bipartisan talks on the debt ceiling could easily break down. More than one political strategist has suggested Obama's best shot at securing a payroll tax cut may be to move slowly and, perhaps, to let somebody else take the lead on it. By contrast, provoking a fight that scuttled debt ceiling talks could spook the markets (for real) or lead to default, either of which could cause a whole new economic crisis.

C - Economic downturn causes isolationism and nuclear war

Friedberg (Professor of Politics and IR @ Princeton) and Schoenfeld (Visiting Scholar @ the Witherspoon Institute) – 2008 

(Aaron and Gabriel, “The Dangers of a Diminished America,” Wall Street Journal, 21 October.  [Online] http://online.wsj.com/article/SB122455074012352571.html/) Accessed 06.17.11 jfs

One immediate implication of the crisis that began on Wall Street and spread across the world is that the primary instruments of U.S. foreign policy will be crimped. The next president will face an entirely new and adverse fiscal position. Estimates of this year's federal budget deficit already show that it has jumped $237 billion from last year, to $407 billion. With families and businesses hurting, there will be calls for various and expensive domestic relief programs. In the face of this onrushing river of red ink, both Barack Obama and John McCain have been reluctant to lay out what portions of their programmatic wish list they might defer or delete. Only Joe Biden has suggested a possible reduction -- foreign aid. This would be one of the few popular cuts, but in budgetary terms it is a mere grain of sand. Still, Sen. Biden's comment hints at where we may be headed: toward a major reduction in America's world role, and perhaps even a new era of financially-induced isolationism.  Pressures to cut defense spending, and to dodge the cost of waging two wars, already intense before this crisis, are likely to mount. Despite the success of the surge, the war in Iraq remains deeply unpopular. Precipitous withdrawal -- attractive to a sizable swath of the electorate before the financial implosion -- might well become even more popular with annual war bills running in the hundreds of billions.  Protectionist sentiments are sure to grow stronger as jobs disappear in the coming slowdown. Even before our current woes, calls to save jobs by restricting imports had begun to gather support among many Democrats and some Republicans. In a prolonged recession, gale-force winds of protectionism will blow.  Then there are the dolorous consequences of a potential collapse of the world's financial architecture. For decades now, Americans have enjoyed the advantages of being at the center of that system. The worldwide use of the dollar, and the stability of our economy, among other things, made it easier for us to run huge budget deficits, as we counted on foreigners to pick up the tab by buying dollar-denominated assets as a safe haven. Will this be possible in the future?  Meanwhile, traditional foreign-policy challenges are multiplying. The threat from al Qaeda and Islamic terrorist affiliates has not been extinguished. Iran and North Korea are continuing on their bellicose paths, while Pakistan and Afghanistan are progressing smartly down the road to chaos. Russia's new militancy and China's seemingly relentless rise also give cause for concern.  If America now tries to pull back from the world stage, it will leave a dangerous power vacuum. The stabilizing effects of our presence in Asia, our continuing commitment to Europe, and our position as defender of last resort for Middle East energy sources and supply lines could all be placed at risk.  In such a scenario there are shades of the 1930s, when global trade and finance ground nearly to a halt, the peaceful democracies failed to cooperate, and aggressive powers led by the remorseless fanatics who rose up on the crest of economic disaster exploited their divisions. Today we run the risk that rogue states may choose to become ever more reckless with their nuclear toys, just at our moment of maximum vulnerability.  The aftershocks of the financial crisis will almost certainly rock our principal strategic competitors even harder than they will rock us. The dramatic free fall of the Russian stock market has demonstrated the fragility of a state whose economic performance hinges on high oil prices, now driven down by the global slowdown. China is perhaps even more fragile, its economic growth depending heavily on foreign investment and access to foreign markets. Both will now be constricted, inflicting economic pain and perhaps even sparking unrest in a country where political legitimacy rests on progress in the long march to prosperity.  None of this is good news if the authoritarian leaders of these countries seek to divert attention from internal travails with external adventures.

Unique – Budget Deal Coming

A deal on raising the debt limit will be reached in the status quo.

Bennett – 6/05/11

(John T., “Rep. Paul and Goolsbee agree: A debt ceiling deal is likely,” The Hill [Blog Briefing Room], 05 June.  [Online] http://thehill.com/blogs/blog-briefing-room/news/164787-rep-paul-goolsbee-agree-debt-ceiling-deal-is-likely) Accessed 06.17.11 jfs

Rep. Ron Paul (R-Texas) and the White House’s chief economic adviser agree on at least one thing: The nation’s debt ceiling will be raised.

Congressional leaders are likely to strike a deal by August that will increase the federal debt ceiling, Paul and Austan Goolsbee, chairman of the White House Council of Economic Advisers, said during separate appearances on two Sunday morning talk shows.

Negotiations over a deal that would allow the federal government to keep borrowing money beyond early August probably “will come down to the wire,” but congressional leaders will “get it done,” Paul said on CNN’s “State of the Union.”

On ABC’s “This Week,” Goolsbee expressed optimism that the debt ceiling will be increased. His prediction is based on comments from leaders in both political parties that they “don’t want to go right to the brink.”

We will have a deal by the 4th of July.

Jackson – 6/15/11

(David, “Biden confident of a budget deficit deal soon,” USA Today, 15 June.  [Online] http://content.usatoday.com/communities/theoval/post/2011/06/biden-confident-of-a-budget-deficit-deal-soon/1) Accessed 06.17.11 jfs

Vice President Biden, a naturally optimistic fellow, is confident he and a bipartisan group of congressional lawmakers will strike a budget deal by the Fourth of July.

Biden said after a session yesterday that negotiators are working toward an agreement to raise the nation's $14.3 trillion debt ceiling while reducing future budget deficits by "well beyond" $1 trillion over 10 to 12 years.

"We pray that, as my grandfather said, by the grace of God, the goodwill of the neighbors and the creek not rising, I think we're going to be in a position hopefully that by the end of the month ... we have something to take to the (congressional) leaders," Biden said.

Movement of key issues is the best evidence a deal is coming – Taxes and entitlement reforms prove. 

Klein – 6/17/11

(Ezra, “Wonkbook: Dealmaking time on the deficit?” The Washington Post [Wonkbook blog], 16 June.  [Online] http://www.washingtonpost.com/blogs/ezra-klein/post/wonkbook-dealmaking-time-on-the-deficit/2011/06/17/AGLWEcYH_blog.html) Accessed 06.17.11 jfs

The Biden group is readying itself for the final sprint towards a debt deal. “Now we’re getting down to the real hard stuff," Biden told reporters. "I’ll trade you my bicycle for your golf clubs.” The hope is to get to $4 trillion in deficit reduction eventually, and at least $2 trillion in the deal to raise the debt ceiling. But perhaps the strongest sign that they're likely to succeed isn't coming from inside the room, but from outside of it.

Earlier this week, Senate Republicans voted to close out some ethanol subsidies in the tax code and use the savings to reduce the deficit. That was an explicit signal that they're willing to increase revenues so long as the mechanism is closing loopholes, ending tax breaks and shaving expenditures. Now, it's a lot easier to close $6 billion of reviled energy subsidies than raise hundreds of billions in new revenues by attacking popular tax breaks like the mortgage-interest deduction. But it's at least clear we can now move onto that discussion.

Meanwhile, AARP has quietly dropped their blanket opposition to Social Security cuts. The reason? They figure they're inevitable. "The ship was sailing," John Rother, AARP's policy chief, told the Wall Street Journal. "I wanted to be at the wheel when that happens." That makes it much likelier that Social Security will see reform later this year. But perhaps more importantly, it shows that the major players in Washington are entering dealmaking mode. And that's usually a pretty good predictor that some deals are about to be made.

Unique – NASA Budget

NASA budget cuts are already part of the negotiations.

Jansen – 6/16/11

(Bart, “Space shuttle pensions strain NASA funding,” Federal Times, 16 June.  [Online] http://www.federaltimes.com/article/20110616/ACQUISITION03/106160302/) Accessed 06.16.11 jfs

Pensions for thousands of space shuttle workers threaten to consume a significant chunk of NASA's budget, but Florida lawmakers said Wednesday the costs are a commitment that must be honored.

The shuttle program will end within weeks after a final flight of Atlantis. To close a gap in pension funding, President Obama proposed a one-time cost of $548 million out of NASA's $18.7 billion budget for the fiscal year starting Oct. 1.

But Congress already cut hundreds of millions of dollars from that total in the current fiscal year and further reductions are possible for next fiscal year. The House Appropriations Committee agreed to cut spending 6 percent in the bill covering NASA, although details among the various agencies must still be negotiated in coming months.
There is a compromise over the NASA budget in the status quo.

Moskowitz – Senior Writer @ Space.com – 4/15/11

(Clara, “NASA's 2011 Budget Should Allow Flexibility Despite Cuts,” Space.com, 15 April.  [Online] http://www.space.com/11411-nasa-2011-budget-cuts-constellation-funding.html) Accessed 06.16.11 jfs

A new federal spending bill represents a cut to NASA's funding, but a lessening of restrictions on how the agency spends that money for the rest of this year.

The new measure is a political compromise between democrats and republicans, and includes significant spending cuts in the 2011 federal budget. NASA will have to make do with about $18.5 billion, putting its budget roughly $240 million below last year's funding level.

NASA and the rest of the federal government had been in limbo while lawmakers haggled over the budget. But on Thursday (April 14), Congress passed a spending measure called a continuing resolution that will cover the last five months of the year 2011.

The new budget compromise followed a series of stopgap measures Congress had used to fund the government in lieu of agreeing on an official fiscal year 2011 budget.

Experts said NASA will likely be able to accomplish most of the plans on the table under the new bill.

Debt takes priority - Obama cutting the NASA budget in the status quo.

Haslett – 6/01/11

(Emma, “Brits Blast Off,” Management Today, 01 June.  [Online] http://www.managementtoday.co.uk/features/1071185/brits-blast-off/) Accessed 06.13.11 jfs

Astrium may be one of the UK's largest satellite manufacturers but it is by no means the only one. In fact, the British space industry is enjoying something of a moment. The US may still be the global leader when it comes to space with a 25% market share, but the UK is a significant player too. With only £265m of government subsidy (a teeny 0.44% of the US space budget) it has managed to build up 6% of the global space market.

And a glance across the pond suggests there is trouble afoot even there: crippled by its $14trn debt, the Obama administration has taken the unprecedented step of making cuts to the $60bn it ploughs into the industry annually, back-tracking on plans for a manned mission to Mars and retiring Nasa's flagship Space Shuttle programme after more than 20 years on the job.

Unique – Obama Deficit Reduction

Obama is prioritizing deficit reduction over economic stimulus programs.

Cohn – Senior Editor @ The New Republic – 6/09/11

(Jonathan, “A Pivot to Jobs? Or Not,” The New Republic [blog], 09 June.  [Online] http://www.tnr.com/blog/jonathan-cohn/89763/obama-jobs-payroll-tax-holiday-stimulus-deficit) Accessed 06.16.11 jfs

Are President Obama and his advisers alarmed about the tepid recovery? Are they working feverishly to think up new interventions, the kind that involve increasing short-term deficits, to strengthen it? I would like to think the answer to both questions is "yes." But public signals from the president and his advisers remain ambiguous, while even some of the administration's more well-connected friends are getting nervous about how White House rhetoric is shaping the debate.

By now, you've probably heard about the comments that Austan Goolsbee, chairman of the Council of Economic Advisers, made on Sunday’s edition of "This Week." He downplayed the significance of last week's dreary employment report and suggested "government is not the central driver of recovery." In addition, you've probably heard about the Washington Post profile of Tim Geithner. That profile suggested Geithner was now the president's most influential economic adviser and that his emphasis on deficit reduction, over further stimulus, had become the prevailing White House view.

Obama is committed to short-term spending cuts – Deficit reduction trumps stimulating demand in the status quo.

The Economist – 6/09/11

(“Feeling Confident?” The Economist [Free Exchange blog], 09 June.  [Online] http://www.economist.com/blogs/freeexchange/2011/06/fiscal-policy-0) Accessed 06.13.11 jfs

I'VE been trying to figure out, mainly as a matter of curiosity, whether the administration's pivot to an emphasis on deficit-reduction early last year was a product of genuine economic conviction or political expediency. Certainly Zach Goldfarb's reporting on Tim Geithner suggests that the Treasury secretary was convinced of the benefits of debt-cutting despite the weak economy. Peter Orszag, formerly the head of the White House Office of Management and Budget, was likewise supportive of a bigger emphasis on deficits than on stimulus.

Whether or not the move toward austerity was heartfelt, the administration has now embraced the policy choice. At a White House forum on the economy yesterday, I heard from several administration officials who defended the present policy path in no uncertain terms. Austan Goolsbee, outgoing chairman of the Council of Economic Advisers, played down the May employment figure as just one data point and touted administration efforts to support entrepreneurship and facilitate private investment. I asked him whether his comments could be taken as indicating that the administration no longer felt fiscal stimulus could or should be used to support aggregate demand. Not at all, he replied, before talking more about the investment incentives and regulatory initiatives the White House has supported. These were, almost exclusively, supply-side policies. The administration's business-support efforts look like useful steps to me, but they're clearly not designed to provide a direct boost to aggregate demand. The time for that has passed, or so Mr Goolsbee seemed to imply.

The comments from Gene Sperling, Director of the National Economic Council and a key member of the team negotiating an agreement on an increase in the debt ceiling, were clearer still. The White House believes, he said, that deficit-cutting is an important component (the emphasis was his) of a growth strategy. And he repeatedly said that deficit-reduction was crucial in generating economic confidence. Confidence—he repeated this word many times.

He made clear that the administration isn't being entirely incautious about the risk of fiscal drag on recovery. He pointed out that the White House wanted a 12-year, rather than a 10-year, window for $4 trillion in cuts, so as to reduce their-short term economic burden. He also noted that the administration has fought hard to preserve crucial investment components of domestic discretionary spending, which has been a primary target of Republican congressmen. At the same time, he said it is plain that a deal with the Republicans will involve a "bipartisan downpayment". There will be short-term cuts, despite warnings from Ben Bernanke, Christina Romer, and many others.
Link – Deficit Spending

Republicans are demanding deep spending cuts in exchange for raising the debt ceiling – Everything must be on the table.

Goldfarb – 5/15/11

(Zacahry A., “Treasury to tap pensions to help fund government,” The Washington Post, 15 May.  [Online] http://www.washingtonpost.com/business/economy/treasury-to-tap-pensions-to-help-fund-government/2011/05/15/AF2fqK4G_story.html?nav=emailpage) Accessed 06.14.11 jfs

Many congressional Republicans, however, have been skeptical that breaching the Aug. 2 deadline would be as catastrophic as Geithner suggests. What’s more, Republican leaders are insisting that Congress cut spending by as much as the Obama administration wants to raise the debt limit, without any new taxes. Obama is proposing spending cuts and tax increases to rein in the debt.

“Everything should be on the table, except raising taxes,” House Speaker John Boehner (R-Ohio) said on CBS’s “Face the Nation.” “Because raising taxes will hurt our economy and hurt our ability to create jobs in our country.”

The Obama administration has warned that it is dangerous to make a vote on raising the debt limit contingent on other proposals. But Boehner is demanding that Congress use the debt vote as a way to bring down government spending.

“I’m ready to cut the deal today,” Boehner said. “We don’t have to wait until the 11th hour. But I am not going to walk away from this moment. We have a moment, a window of opportunity to act, because if we don’t act, the markets are going to act for us.”

The GOP got burned before – They will hold the line this time around.

Fernholz – 5/26/11

(Tim, “What, Me Worry? (Part 2),” The National Journal, 26 May.  [Online] http://nationaljournal.com/magazine/wall-street-raising-debt-ceiling-is-a-done-deal-right--20110526) Accessed 06.16.11 jfs

Brinksmanship, though, might mean different things on Wall Street and in Washington. The flirtation with a government shutdown this spring revealed that the capital’s policymakers, and particularly Boehner, could indeed hold out for a last-minute deal and live to tell the tale. But many rank-and-file Republicans saw that deal as a sellout—the legislation was advertised as cutting $38.5 billion in a year, but the Congressional Budget Office later estimated that it would reduce spending less than $25 billion over 10 years. Now, in the next round of brinkmanship, many of those lawmakers are determined to hold their leaders to even tougher positions.

Link – 2NC Budget Process Link

The budget process is an independent link – Binding limits on the spending process are crucial to the debt ceiling deal – Our argument is that fiating the plan interrupts the process.

Montgomery and Kane – 05/31/11

(Lori and Paul, “House rejects proposal to raise debt ceiling,” The Washington Post, 31 May.  [Online] http://www.washingtonpost.com/business/economy/house-rejects-proposal-to-raise-debt-ceiling/2011/05/31/AGVISkFH_story.html?nav=emailpage) Accessed 06.14.11 jfs

With an August deadline looming, the House overwhelmingly refused Tuesday to raise the legal limit on government borrowing, setting the stage for a long, sweaty summer of haggling over the shape of the largest debt-reduction package in at least two decades.

Not a single GOP lawmaker voted for the measure to raise the limit on the national debt from $14.3 trillion to $16.7 trillion — a sum sufficient to cover the government’s bills through the end of next year. Republican leaders said their troops would reject any increase without a plan to sharply curtail spending and, thus, future borrowing.

“Tonight’s vote illustrates that there is no support in the People’s House for a debt limit increase without real spending cuts and binding budget process reforms,” House Majority Leader Eric Cantor (R-Va.) said in a statement, adding: “The families and business owners throughout the country want Washington to begin to live within its means and stop maxing out the credit card.”

Supplemental spending is perceived as a trick to avoid good-faith negotiation.

Stolberg and Andrews - 2006

(Sheryl and Edmund L., “New Criticism Falls on 'Supplemental' Bills,” New York Times, 25 April.  [Online] https://www.nytimes.com/2006/04/25/washington/25spend.html) Accessed 06.17.11 jfs

But critics of the spending bill say such provisions allow lawmakers to avoid making tough decisions about budget priorities.

"A lot of these things are desirable, and some are even necessary, but they don't belong in an emergency spending bill," said Representative John M. Spratt Jr. of South Carolina, the ranking Democrat on the House Budget Committee. "If you don't go through the normal budget process, you don't consider any of the trade-offs."

While lawmakers wrestle about what deserves to be in a supplemental spending bill, some critics complain that such measures should no longer be used to finance the war.

Veronique de Rugy, a research fellow at the American Enterprise Institute, said supplemental bills amounted to "budget tricks" to evade spending limits.

Link – 2NC Politics-style Link
Independently - Congress will use funding to restrict Obama’s NASA policy options.

Whittington – 5/08/11

(Mark, “White House and Congress Clash Over NASA Funding, Space Cooperation with China,” Yahoo News, 08 May.  [Online] http://news.yahoo.com/s/ac/20110508/pl_ac/8438927_white_house_and_congress_clash_over_nasa_funding_space_cooperation_with_china/print) Accessed 06.15.11 jfs

Another indication that President Barack Obama's 2012 NASA funding request was in trouble occurred when at a hearing of the House Appropriations commerce, justice, science subcommittee on May 3.

White House science czar John Holdren came under some sharp questioning by Rep. Frank Wolf chairman of the subcommittee. The questioning revolved around the belief by Wolf that the administration is short changing the development of a heavy lift launcher and the Orion spacecraft that congress views as vital for the long term human exploration of space. The priorities of the administration include subsidies to commercial space firms, Earth science, and technology development.

Wolf also questioned why NASA has not gotten a request for an increase of funding, even though some other science oriented agencies have gotten such requests.

According to the account of the hearings on Space News, Wolf did not find Holdren's answers to be satisfactory. That suggests that there will be a renewed clash between the congress and the White House on space policy.

The clash is not limited to funding and of space policy priorities. Space News also reports that the following day, on May 4, Holdren told members of the subcommittee that cooperation with China is seen as critical for prospects for long term space exploration, such as to Mars. This, mildly speaking, was not welcome news to members of the subcommittee.

The problem is that China is currently ruled by a tyrannical regime that violates the human rights of its own people and is engaged in an imperial drive toward super power status at the expense of the United States. Congress has, in fact, passed a law prohibiting most forms of space and science cooperation with the People's Republic of China.

The distrust Congress holds toward the administration where it comes to space policy is palatable. Members of Congress have expressed the view that NASA is slow walking the heavy lift launcher. Many are also pretty sure that the White House is trying to circumnavigate the law and is trying to find ways to cooperate with China despite the law.

All of this points to the very real possibility that congress will use the power of the purse to restrict White House space policy options and to impose its own will on the future direction of NASA and space exploration. That this clash is happening at all is a direct result of a series of political blunders made by the administration dating back to the cancellation of the Constellation space exploration program and a lack of leadership on the part of the president.

Internal Link – A2: Will Pass Debt Ceiling Clean

No “clean” debt ceiling bill is possible – Republicans will tie it to spending cuts.

Dinan – 5/31/11

(Stephen, “House rejects ‘clean’ debt-ceiling hike, 318-97,” Washington Times, 31 May.  [Online] http://www.washingtontimes.com/news/2011/may/31/house-rejects-clean-debt-ceiling-hike-318-97/) Accessed 06.15.11 jfs

The House on Tuesday overwhelmingly rejected President Obama’s request for a “clean” bill to raise the government’s borrowing limit, signaling that any increase will instead have to be coupled with some sort of spending cuts.

All sides agree that the debt ceiling likely will be raised, but the GOP orchestrated the 318-97 vote to prove to Mr. Obama that his preferred option — a simple bill to raise the debt ceiling — cannot pass. Democrats decried the exercise as political grandstanding, calling it “not serious.”

A2: Link Turn – “Plan = Stimulus”

No unique offense for the turn - NASA budget reallocation will jumpstart technological R & D without additional funding in the status quo.

Euroconsult – 6/08/11

(“NASA Spending Shift to Benefit Centers Focused on Science & Technology,” SpaceRef, 08 June.  [Online] http://www.spaceref.com/news/viewpr.html?pid=33782) Accessed 06.13.11 jfs

According to the report "NASA Spending Outlook: Trends to 2016," NASA's budget, which will remain flat at around $18.7 billion for the next five years, will also be characterized by significant shifts from space operations to technology development and science.

With the shift in budget authority, NASA Centers focused on Earth observation, space technology, and aeronautics will see increases in funding, while those involved in human spaceflight will see major funding reductions. Indeed, the termination of the Space Shuttle program will lead to a budget cut over $1 billion for Space Operations, resulting in a 21% budget cut for the Johnson Space Center. Overall, the agency's budget for R&D will account for about 50% of all NASA spending.

"Budget allocation across Centers will vary greatly," said Steve Bochinger, President of Euroconsult North America. "As NASA shifts priorities for human spaceflight from Shuttle operations to Human Exploration Capabilities and commercial spaceflight, the budget will be redirected to a range of technology development programs. Likewise, as NASA shifts its science mission focus away from space science to Earth science, the science budget will be redistributed among centers."

This shift in NASA's priorities will also affect the agency's contract spending. As large legacy programs end, new research and development programs will be initiated. This turnover of programs should provide many new contracting opportunities over the next five years, especially at Research Centers. The Euroconsult/Omnis report details these changes.

Impact – Budget Deal – Default Crushes Economy

American default initiates a global economic meltdown.

The Economist – 6/16/11

(“Sticky patch or meltdown?” The Economist, 16 June.  [Online] http://www.economist.com/node/18836014?Story_ID=18836014) Accessed 06.13.11 jfs

The current battle over raising the federal government’s debt ceiling is driven not by careful consideration of the economics but by ideology and brinkmanship. Democrats refuse to consider serious spending reform. Republicans reject higher taxes. Many tea-party types would rather see America’s government default than compromise on spending. The result is a perilous stand-off—and a growing danger that America will have to make drastic short-term spending cuts, or even find itself forced into a technical default.

A parallel dynamic is playing out in the euro zone, where the debate about how to deal with Greece’s debt crisis has descended into a high-stakes stand-off between Germany, which wants the maturities on Greek bonds to be extended, and the ECB, which resists any debt restructuring (see article). The hope is still that Europe’s leaders will come up with a face-saving compromise at their summit on June 23rd-24th. But the longer the confrontation continues, the greater the risk of an accident: a chaotic Greek default and exit from the euro.

This dangerous political brinkmanship could also have a damaging effect by creating uncertainty. Companies are currently sitting on piles of cash because they are wondering how strong economic growth will be. Politics gives them more reason to sit on their hands rather than investing and hiring immediately, providing a boost the world economy sorely needs.

There is a real risk that the politicians’ pig-headedness could lead to disaster. The odds of a catastrophe—harsh fiscal tightening in America, or a crash in the euro zone—may not be high, but neither are they negligible. Though economic logic suggests that the world economy is just going through a sticky patch, squabbling politicians could all too easily turn it into a meltdown.

Refusing to raise the debt ceiling would tank the US economy.

Tankersley – 5/30/11

(Jim, “What, Me Worry? (Part 1),” The National Journal, 30 May.  [Online] http://www.nationaljournal.com/magazine/main-street-bigger-problems-than-the-debt-ceiling-20110527) Accessed 06.16.11 jfs

National polls show a deep split between what most economists and policy experts think about the debt-ceiling debate and what voters believe. The experts, regardless of party affiliation, all but unanimously agree that refusing to raise the ceiling would torpedo the national economy. By contrast, a Gallup Poll this month showed that nearly half of Americans don’t want to raise the borrowing limit; only 19 percent favored it. That should give Wall Streeters pause. In their comments, but even more in the prices they pay for Treasury bonds, investors and money managers make it clear that they see virtually no chance that Congress would actually allow the government to default. Thus far, though, Congress is feeling little if any pressure from Main Street to raise the ceiling—and at least some pressure not to raise it at all.

Failure to raise the debt ceiling panics the bond markets, producing financial disaster.

Fernholz – 5/26/11

(Tim, “What, Me Worry? (Part 2),” The National Journal, 26 May.  [Online] http://nationaljournal.com/magazine/wall-street-raising-debt-ceiling-is-a-done-deal-right--20110526) Accessed 06.16.11 jfs

The TARP comparison, however, also highlights the new political and economic challenge. It would be difficult to regain investors’ confidence and erase the economic losses if markets panic during the unexpected failure of a debt-ceiling vote—lobbyists and financial analysts all expect symbolic failed votes that then pave the way to a final resolution. But politicians who experienced the controversial TARP vote, and many new members who won their seats campaigning against “bailouts,” are leery of supporting any bill on the basis of disaster warnings purveyed by Geithner, Bernanke, and Wall Street.

A growing number of Republicans are questioning whether reaching the debt limit would be so bad. Without more borrowing to service the debt and to cover operating expenses, government spending would have to be cut by $125 billion each month. It’s a huge gap, and closing it would take essential services off the table. Bond markets, bankers say, would react the same way to a government that can’t pay Social Security checks or defense contractors as it would to a business that couldn’t pay its rent: unkindly.

If the government missed a bond payment, both Standard & Poor’s and Moody’s bond-ratings agencies would downgrade U.S. debt from Triple-A, the highest rating, to “selective default,” and economic disaster would likely result. A ratings cut would automatically send Treasury yields sharply higher, in part because institutional investors are routinely required to restrict their holdings of bonds not rated Triple-A. Interest rates for corporate bonds, mortgages, and most other loans, which are all benchmarked against Treasury rates, would shoot up too. If investors truly began to panic, the fallout would be much worse.

Failure of the budget deal disrupts the economic recovery.

Schnurr – Analyst @ Reuters – 6/17/11

(Leah, “Mixed data point to wobbly recovery,” Reuters, 17 June.  [Online] http://www.reuters.com/article/2011/06/17/us-usa-economy-idUSTRE75F3AE20110617) Accessed 06.17.11 jfs

Political wrangling over how to deal with the euro zone's debt crisis and the United States' budget could create major financial volatility in coming months, the IMF said.

U.S. lawmakers are in talks to reach a deficit-cutting deal that would give Congress the political cover to raise the $14.3 trillion debt limit well before August 2, when the Treasury Department has warned it will run out of money to pay the government's bills, a development that could disrupt the economic recovery.

Impact – Budget Deal – Reverse Causal

A budget deal reassures markets.

Klein – 6/09/11

(Ezra, “The deal they should — but won’t — make,” The Washington Post, 09 June.  [Online] http://www.washingtonpost.com/business/economy/the-deal-they-should--but-wont--make/2011/06/09/AGZsh2NH_story.html) Accessed 06.16.11 jfs

For the Democrats, agreeing to deficit-reduction later will also help make a stimulus more effective now. It will calm fears about federal spending, demonstrate that the government can overcome political paralysis and encourage businesses to take advantage of short-term tax incentives by confirming that Washington won’t be handing out more goodies once recovery takes hold.

Controlling deficit spending is key to the recovery.

Schnurr – Analyst @ Reuters – 6/17/11

(Leah, “Mixed data point to wobbly recovery,” Reuters, 17 June.  [Online] http://www.reuters.com/article/2011/06/17/us-usa-economy-idUSTRE75F3AE20110617) Accessed 06.17.11 jfs

(Reuters) - Consumer sentiment worsened this month on renewed concerns about the outlook for the economy and as gloom about job and income prospects persisted, data showed on Friday.

But a separate report suggested the pace of the recovery could soon pick up after spinning its wheels in the first half of the year.

Taking the unexpected soft patch into account, the International Monetary Fund cut its forecast for U.S. economic growth, warning Washington and debt-ridden European countries that they are "playing with fire" unless they take immediate steps to reduce their budget deficits.

While the IMF thinks downside risks to growth have increased, it still expects the economy to gain speed next year.

Impact – Budget Deal – A2: Economy Bad Now

Status quo slowdown is temporary, but US policy mistakes can shatter confidence before it is rebuilt.

The Economist – 6/16/11

(“Can the Fed talk America out of a slump?” The Economist [Free Exchange blog], 16 June.  [Online] http://www.economist.com/blogs/freeexchange/2011/06/americas-economy-3) Accessed 06.13.11 jfs

AT LOT of American economic writers seem pretty glum about the state of the economy right now, and it's not that hard to understand why. May's employment figure was a big disappointment. Industrial production numbers show a big slowdown in activity over the past month or so. Forecasters are revising their projections for second quarter growth downward; once again, a quarter that was expected to produce a near-4% rate of annual growth may generate a figure closer to 2%. Nervousness has grown in recent days with signs of increasing trouble abroad. European worries have driven equity prices sharply downward this week. The dollar is up, and markets are pouring back into Treasuries. The flight to safety is on.

How worried should we be? This week's cover Leader argues that the soft patch is likely temporary, but that there's a risk to policy mistakes in Europe and America. I think that's probably right. It does seem to me that writers are overinternalising the May jobs report (just as they may have overinternalised the strong reports in the prior three months). I think the May report overstated the weakening of the American labour market. Other factors support this interpretation. The latest survey of small businessmen indicates more hiring pessimism there, but surveys of CEOs and temp agencies are much more optimistic. After jumping back up to nearly 500,000 in late April, weekly jobless claim figures have been trending back down in recent weeks. June's jobs number should be better than May's.

There are signs, too, that other temporary negative factors are easing. The latest news from Japan suggests that a surge is coming, and manufacturing outfits that were crippled by supply chain disruptions after the earthquake are beginning to get back into the swing of things. Commodity prices have also been dropping. Petrol prices are falling, which will be good for consumer budgets. And the case for a positive second-half contribution from residential investment continues to look better to me. In general, the argument that the present dip below a positive early-year trend is temporary strikes me as compelling.

But. The last few days have me a little wary. The significant and simultaneous rise in the dollar, rise in Treasury prices, fall in equities, and fall in commodities tells me that markets are growing concerned about the growth outlook. Understandably; each day we get another series of stories about the mess in Europe, about a slowdown in emerging markets, and about the continuing failure in Washington to agree on an increase in the debt ceiling. Even if the fundamentals are there for a second-half turnaround, a big enough blow to confidence could get households and firms to retreat back into their shells, just as they did last summer. And that could turn a temporary slowdown into a negative trend.

The status quo lull is only temporary unless a political crisis erupts.

The Economist – 6/16/11

(“Sticky patch or meltdown?” The Economist, 16 June.  [Online] http://www.economist.com/node/18836014?Story_ID=18836014) Accessed 06.13.11 jfs

SUMMER is at hand in the world’s big financial centres, but the mood is hardly bright. Stock prices have been sliding for weeks in response to gloomy economic news. Factory output has slowed across the globe. Consumers have become more cautious. In America virtually every statistic, from house prices to job growth, has weakened. There was some respite earlier this week, but only because a few figures—on American retail sales and Chinese factory production—were not as dire as feared.

Globally, growth is at its weakest since the recovery began almost two years ago. Is today’s softness just a sticky patch, or is the global recovery beginning to melt away?
The reasons for the lull suggest it should be temporary. First, the tsunami in Japan sent its GDP tumbling and disrupted supply chains, and thus industrial output, around the world, particularly in April. But just as that slump shows up in the economic statistics, more forward-looking evidence points to a rebound. The summer production schedules of American car firms, for instance, indicate that the pace of annualised GDP growth there will accelerate by at least a percentage point.

Second, demand was dented by a sudden surge in oil prices earlier this year. More income is being shifted from cash-strapped consumers in oil-importing countries to producers who tend to sit on their treasures. Costlier fuel has knocked consumer confidence, particularly in gas-guzzling America. And there is still an uncomfortable possibility that further instability in the Arab world will send prices soaring again. Nonetheless, at least for now, the pressure is waning. America’s average petrol price, though still 21% higher than at the beginning of the year, has started to fall. That should boost shoppers’ morale (and their spending).

Third, many emerging economies have tightened monetary policy in response to high inflation. China’s consumer-price inflation accelerated to 5.5% in the year to May. India’s wholesale prices leapt by 9.1%. Slower growth is, in part, a welcome sign that their central banks have taken action, and that those measures are beginning to work. There is no evidence that they have gone too far, even in China, where the worries about bringing the economy down with a bump are loudest. The bigger risk is that nervousness about a weakening world economy leads to a premature pause in the tightening. With monetary conditions still extraordinarily loose, such a loss of resolve would make higher inflation and an eventual crash far more likely.

A growth lull may be just what most emerging markets need, but it is the last thing that any advanced economy wants at the moment. The recovery in the rich world is weak and vulnerable, as recoveries tend to be after balance-sheet recessions. This lull is particularly dangerous because it coincides both with a move away from fiscal and monetary stimulus and with an outbreak of risky political brinkmanship on both sides of the Atlantic.

Impact – Budget Deal – A2: Markets Already Freaked

Status quo maneuvers are political theater – Only an actual default will disrupt the global economy.

Montgomery and Kane – 05/31/11

(Lori and Paul, “House rejects proposal to raise debt ceiling,” The Washington Post, 31 May.  [Online] http://www.washingtonpost.com/business/economy/house-rejects-proposal-to-raise-debt-ceiling/2011/05/31/AGVISkFH_story.html?nav=emailpage) Accessed 06.14.11 jfs

Polls show that a higher debt limit is extremely unpopular with a large majority of voters, which has left Democrats leery of calling for an increase. On Tuesday, as the House voted 318 to 97 against raising the limit, nearly half of the chamber’s Democrats sided with the Republicans. In doing so, they ignored a long-standing request from the Obama administration to boost the limit before plunging into a complex and politically difficult battle over the size of the federal budget.

“I don’t intend to advise our members to subject themselves to a 30-second political ad and attack,” House Minority Leader Steny H. Hoyer (D-Md.) said hours before the vote, noting that GOP leaders offered the bill with the intention of letting their party’s members vote against it. Seven Democrats voted “present” to protest the manner in which the Republican majority called up the bill.

Hoyer and other Democrats accused House Speaker John A. Boehner (R-Ohio) of toying with the issue and running the risk that the “no” vote could roil financial markets. Bond traders, however, appeared to pay little attention to a move that many observers on Wall Street and in Washington dismissed as political theater.

“I didn’t even know they had a vote tonight, to be honest with you,” said Ian Lyngen, a senior government bond strategist at CRT Capital Group in Stamford, Conn. “The only real event that the market is focused on is the point at which they run out of money and have to shut down the government” — a date that Treasury Secretary Timothy F. Geithner has fixed at Aug. 2.

On that date, without additional borrowing authority, Geithner has said, the Treasury would be forced to default on at least some of the government’s obligations, an outcome that could have far-reaching consequences for global financial markets and the U.S. economy.

Impact – Budget Deal – A2: Economy Resilient

The global economy is not resilient – US deficits risk a global slowdown.

World Economic Forum, 2006 

(“The Changing Economic Landscape,” Annual Meeting Report for 2006, January. [Online http://www.weforum.org/pdf/summitreports/am2006/changing.htm) Accessed 06.17.11 jfs

Given US influence on the global economy, its current account deficit of 5.7% of GDP in 2004 or US$ 666 billion, continues to concern policy-makers in Washington DC and abroad. China’s economy is still too small to counter a possible US slowdown, and Europe and Japan, while perhaps improving, are currently too slow growing to drive the global economy forward. Moreover, the major economies are struggling to keep fiscal promises as their pension and healthcare bills grow. Inequities in trade and increased competition for natural resources mean risk is rising – especially to the environment. While the world economy has proven resilient enough to absorb a sustained US$ 60 a barrel for oil, participants were quick to agree, if prices rise further and stay high, the effects will hurt. The global economy is beset with inefficiencies and imbalances that threaten to derail growth and halt efforts to bring prosperity to the world’s poorest corners. US deficits and yawning Asian surpluses, inequities in trade and the increasingly heated race for natural resources pose risks.

Impact – US Leadership

Deficits destroy US leadership.

Gale and Orzag – Brookings – 2004

(William G. and Peter R., “American Fiscal Policy: Trends, Effects, and Implications,” December.  [PDF Online @] http://www.ifri.org/files/CFE/gale_orszag2005.pdf) Accessed 06.17.11 jfs

We categorize the effects of budget deficits into two types. What we here call the “traditional” effects are those described in terms of changes in the usual macroeconomic aggregates, such as consumption, saving, and investment, resulting from the linkages among them as described in any macroeconomics textbook. The “nontraditional” effects include the effects of weakened investor confidence in a country’s economic leadership due to increased deficits, the possible threshold effect of a sudden change in investor perceptions of the sustainability of a country’s deficits, and those effects that go beyond the strictly economic realm, such as the effect of a country’s debtor or creditor status on its international power and influence.
US leadership prevents nuclear conflict.

Khalilzad – Analyst @ Rand Corporation - 1995

(Zalmay, “"Losing the moment? The United States and the world after the Cold War,” Washington Quarterly, Volume 18, Number 2, Spring.  [Online] Lexis)

Finally, U.S. leadership would help preclude the rise of another hostile global rival, enabling the United States and the world to avoid another global cold or hot war and all the attendant dangers, including a global nuclear exchange.  U.S. leadership would conducive to global stability than a bipolar or a multipolar balance of power system.

Impact – Turns the Case

Turns the case – Devastates the economy and provokes radical cuts in the NASA budget.

Tankersley – 5/30/11

(Jim, “What, Me Worry? (Part 1),” The National Journal, 30 May.  [Online] http://www.nationaljournal.com/magazine/main-street-bigger-problems-than-the-debt-ceiling-20110527) Accessed 06.16.11 jfs

Make no mistake: If Congress fails to raise the debt limit by August 2, Parkersburg, and towns like it all across the country, will suffer. Once the Treasury runs out of “extraordinary measures,” it has only two options. It can default—meaning, stop paying its creditors around the world. In that case, economists say, prices for Treasury bonds would collapse and interest rates, which move in the opposite direction, would probably soar to record highs. The stock market would almost certainly plunge; mortgage rates would shoot up; and homebuyers and small businesses would have trouble finding loans even if they could afford the sky-high interest rates. The centrist Democratic think tank Third Way estimates that the bond rate increases alone would eliminate nearly 650,000 jobs in the United States.

The Treasury Department’s only other option would be to continue paying creditors but stop any other federal spending above what the government collects in taxes. In effect, that option would require an overnight spending cut of about 40 percent. Such a reduction would be more than twice what the government pays for all domestic discretionary programs, and it could affect everything from NASA and the FBI to congressional salaries and White House operating expenses. Reckoned another way, the cuts would add up to more than the combined total of all military spending, including for troops in Afghanistan and Iraq, as well as all Medicare benefits.

AFFIRMATIVE ANSWER – Impact Turns

Immediate spending cuts will slow growth.

Cohn – Senior Editor @ The New Republic – 6/09/11

(Jonathan, “A Pivot to Jobs? Or Not,” The New Republic [blog], 09 June.  [Online] http://www.tnr.com/blog/jonathan-cohn/89763/obama-jobs-payroll-tax-holiday-stimulus-deficit) Accessed 06.16.11 jfs

But there's more. At a White House forum on Monday, Goolsbee apparently said the same things he had said on Sunday. Ryan Avent, who wrote about the forum for the Economist, came away convinced that ongoing talks over raising the debt ceiling will lead to immediate spending cuts--a move that, according to every respectable economist I know, would actually slow economic growth even more.

[NOTE: Goolsbee is Austan Goolsbeee, the Chairman of the Council of Economic Advisors……………The Mgt.]

Turn – Focus on the debt ceiling diverts attention from long-term deficit concerns.

Fernholz – 5/26/11

(Tim, “What, Me Worry? (Part 2),” The National Journal, 26 May.  [Online] http://nationaljournal.com/magazine/wall-street-raising-debt-ceiling-is-a-done-deal-right--20110526) Accessed 06.16.11 jfs

Some veteran lobbyists and Hill staffers say that the debt-limit fight has actually delayed, rather than hastened, progress on what Wall Street sees as a much larger problem: the United States’ unsustainable long-term deficit path. While many agree that the solution is an everything-on-the-table, comprehensive deal, the artificial timeline imposed by the debt-ceiling debate has focused policymakers on finding a soft fiscal framework to give cover for votes, rather than a solution to the problem.
AFFIRMATIVE ANSWER – Impact Nonunique

Impact is not unique – US economy is slowing and a Greek default could trigger a world collapse.

AP – 6/15/11

(Associated Press, “Financial stocks drop as economic worries deepen,” Bloomberg Businessweek, 15 June.  [Online] http://www.businessweek.com/ap/financialnews/D9NSG0K00.htm) Accessed 06.17.11 jfs

Financial stocks ranging from the biggest U.S. banks to credit ratings agency Moody's Corp. dropped more sharply than the broader market on Wednesday, hammered by growing investor unease about Greece's debt crisis and another report suggesting the U.S. economic recovery is slowing.

The Standard & Poor's Financial Sector Index fell 2.3 percent in afternoon trading. The S&P 500 declined 1.8 percent.

Stocks fell as Greece appeared to be making little progress in approving austerity measures aimed at preventing a government default. Riots against the new cutbacks tore through central Athens on Wednesday, while Greece's beleaguered government was in power-sharing talks that could lead to the resignation of Prime Minister George Papandreou.

His government has faced internal party revolt over a new austerity package essential to continue receiving funding from an international bailout. A default could undermine the future of the eurozone, trigger a chain reaction that would leave the continent's banks vulnerable, and potentially slow economic growth in Europe and elsewhere.

Meanwhile, a report on manufacturing in the New York area also came in far below forecasts, adding to a recent spate of negative economic reports that have prompted many economists to scale back U.S. growth projections. Wednesday's manufacturing report raised the possibility that factory production nationwide may be weaker than many had believed.

Momentum is against economic growth – In the US and globally.

MarketWatch – 6/01/11

(“Will the economic slump last?” MarketWatch, 01 June.  [Online] http://www.marketwatch.com/story/will-the-economic-slump-last-2011-06-01?link=MW_latest_news) Accessed 06.17.11 jfs

WASHINGTON (MarketWatch) — The headwinds holding back the U.S. economy are getting stronger.  Most of the economic data released in the past month have been disappointing, to say the least.  The latest reading on the labor market from payroll provider ADP shows job growth weakening as the summer approaches, with just 38,000 private-sector jobs created in May. If you recall that government employment is declining by almost that much every month, the ADP report implies only a very small increase in total employment. Read our full story on the 38,000 increase in the ADP employment report.  This is no way to get the unemployment rate down from 9%.  The economy has been buffeted by both natural and man-made forces. Extremely bad weather earlier in the year depressed activity, as did the surge in commodity prices, especially for energy and food. Then the Japanese earthquake and tsunami knocked out vital supply chains.  Global economic growth, which had given a big boost to U.S. exporters, is slowing. Europe is dead in the water, so is Japan. The fast-growing developing nations such as China, India and Brazil are downshifting to avoid overheating. 

AFFIRMATIVE ANSWER – Link Turns

Link turn – plan gives GOP leverage to demand long-term deficit reduction.
Klein – 6/09/11

(Ezra, “The deal they should — but won’t — make,” The Washington Post, 09 June.  [Online] http://www.washingtonpost.com/business/economy/the-deal-they-should--but-wont--make/2011/06/09/AGZsh2NH_story.html) Accessed 06.16.11 jfs

The Democrats’ desire for stimulus, for instance, gives the GOP leverage to extract concessions. In return for stimulus now, Democrats would likely agree to the kind of deep spending cuts and long-term deficit reduction that they normally oppose. For Republicans, more stimulus now could mean much more deficit reduction later.

Link turn – Including stimulus lures Democrats into supporting the deal, which guarantees support.
Klein – 6/09/11

(Ezra, “The deal they should — but won’t — make,” The Washington Post, 09 June.  [Online] http://www.washingtonpost.com/business/economy/the-deal-they-should--but-wont--make/2011/06/09/AGZsh2NH_story.html) Accessed 06.16.11 jfs

Imagine a 3:1:1 compromise. For every three dollars in spending cuts between 2013 and 2022, there would be one dollar in tax increases, along with one dollar in stimulus prior to 2013. If Republicans were willing to be flexible on the precise nature of the spending cuts, I bet they could get Democrats to accept a 4:1:1 ratio of even deeper cuts. A commitment to stimulus would lure liberals to support the spending cuts in the deal, helping a bill pass Congress while neutering the 2012 campaign attacks that Democrats will otherwise wage against the cuts in the House Republican budget.

The link mis-reads the vote count – Democrats are key to the budget deal and they will bolt from a deal that is too focused on spending cuts.

Fernholz – 5/26/11

(Tim, “What, Me Worry? (Part 2),” The National Journal, 26 May.  [Online] http://nationaljournal.com/magazine/wall-street-raising-debt-ceiling-is-a-done-deal-right--20110526) Accessed 06.16.11 jfs

As the July congressional recess draws closer, the financial industry may need to be more specific. Although the industry’s overriding assumption is that Boehner will be able to bring his caucus around to a deal, those prospects will decline if rank-and-file Republicans become even more dubious about the financial dangers of failure. House GOP leaders, facing heavy internal rebellion against their last budget deal, needed large numbers of Democratic votes this spring to avert a government shutdown. Industry lobbyists now estimate that as many as 70 Democratic votes will be needed to pass a debt-ceiling increase, suggesting that more than a third of the Republican caucus might vote against an increase. Democrats, however, have their own internal divisions, and many liberals will be reluctant to vote for a deal they perceive as too focused on spending cuts.

AFFIRMATIVE ANSWER – Link Nonunique (No Deal Now)

We control uniqueness – A deal is unlikely in the status quo.

Bedard – 6/13/11

(Paul, “Odds Just 1 in 3 on Deal to Raise Debt Ceiling,” US News, 13 June.  [Online] http://www.usnews.com/news/washington-whispers/articles/2011/06/13/odds-just-1-in-3-on-deal-to-raise-debt-ceiling) Accessed 06.17.11 jfs

Despite revived negotiations between Vice President Joe Biden and GOP leaders over boosting limit on the nation’s credit spending by $2.4 trillion, some on Wall Street predict that there is just a 33 percent chance a deal will be cut in time to avoid default. And even if the two sides come to an agreement, expectations are rising that the debt ceiling will only be raised by about $1 trillion, forcing both sides back to the table before next year’s elections.

Chris Krueger, political strategy analyst at MF Global’s Washington Research Group, says: “Our odds remain at 1 in 3 that the Congress fails to raise the debt ceiling by the August 2 hard deadline.” If that holds true, others have predicted that Wall Street could crash and the government default on loan payments. [Read the U.S. News Debate: Should Congress Raise the Debt Ceiling?]
No debt deal coming – Negotiations are all talk.

Ellis – 6/13/11

(John, “Deal On Debt Ceiling Increasingly Unlikely,” Business Insider, 13 June.  [Online] http://www.businessinsider.com/deal-on-debt-ceiling-increasingly-unlikely-2011-6) Accessed 06.17.11 jfs

It is widely assumed that at the end of the day, Republicans and Democrats in Congress will compromise and cut a deal on raising the debt ceiling.  It's widely assumed because everyone from Treasury Secretary Tim Geithner to House Speaker John Boehner to Senate Majority Leader Harry Reid has told anyone who would listen that this is what is going to happen.  One hopes they are right.  Last week, Moody's issued a statement saying that if something wasn't done to get US fiscal policy under some kind of control, the credit rating of the United States of America would be downgraded.  That would be a disaster of significant scale.   There's a growing number of people in Washington, however, who think that the nation's political leaders don't know what they're talking about.  They point out that these leaders don't have a deal on the debt ceiling in their back pocket.  They don't even have the outline of such a deal.  The various commissions and "working groups" and all the endless meetings to produce a rough draft of such a deal have gone, basically, nowhere. 

Negotiations are a game of chicken – 50/50 that everybody loses.

Ellis – 6/13/11

(John, “Deal On Debt Ceiling Increasingly Unlikely,” Business Insider, 13 June.  [Online] http://www.businessinsider.com/deal-on-debt-ceiling-increasingly-unlikely-2011-6) Accessed 06.17.11 jfs

Democrats are hoping that the Republicans will be blamed for shutting down the government.  Republicans are hoping that Democrats will be punished for profligacy.  This dynamic doesn't produce resolution.  It produces awe-struck amazement that the national leadership of the two major political parties in the United States of America would play a game of chicken with the nation's credit rating hanging in the balance.  A veteran lobbyist told us the other day that "no deal by the second (of August)" was a "50-50 bet."  "I can't believe I'm saying that to you," he said. "But I think it's true."  

AFFIRMATIVE ANSWER – Impact Defense

Economic downturn doesn’t cause war – Empirically.

Blackwill – Former Deputy National Security Advisor for Strategic Planning – 2009 

(Robert, “The Geopolitical Consequences of the World Economic Recession—A Caution,” Occasional Papers @ RAND Institute.  [PDF Online @] www.rand.org/pubs/occasional_papers/OP275.html) Accessed 06.17.11 jfs

Earlier slumps that have affected the United States may hold lessons regarding the present one.  Including this recession, from 1945 to 2009, the National Bureau of Economic Research has identified 12 U.S. recessions; excluding the current recession, their average duration was ten months (peak to trough).8 Did any of these post–World War II U.S. economic downturns result in deep structural alterations in the international order, that is, a fundamental, long-term change in the behavior of individual nations? None is apparent. Indeed, on some occasions geopolitical events caused international economic dips, but not the other way around. For example, the Iranian Revolution in 1979 sharply increased the global price of oil, which in turn produced an international energy crisis and, abetted by tight monetary policy by the Federal Reserve, a U.S. recession.

No terminal impact - The US and World economies are resilient.

Geithner - US Treasury Secretary - 2008 

(Tim, “Remarks at the Council on Foreign Relations Corporate Conference,” 06 March.  [Online] http://www.usglc.org/international-affairs-budget-resources/potential-treasury-secretary/) Accessed 06.17.11 jfs

The United States, the world economy, and the financial system as a whole, are more resilient, than they were on the eve of previous downturns. The improvements in productivity growth in the United States of the past decade have been followed by significant improvements in potential growth and wealth accumulation in many other countries. The scale of investable assets around the globe is very substantial, and this will be an important source of demand for risk assets. The improvements in monetary policy credibility and in financial strength developed over the past few decades mean that policy around the world has more room to adjust to deal with the challenge in the present environment.

No internal link to the impact – Failing to raise the debt ceiling only causes a partial shutdown.

Goldfarb – 5/15/11

(Zacahry A., “Treasury to tap pensions to help fund government,” The Washington Post, 15 May.  [Online] http://www.washingtonpost.com/business/economy/treasury-to-tap-pensions-to-help-fund-government/2011/05/15/AF2fqK4G_story.html?nav=emailpage) Accessed 06.14.11 jfs

But several prominent congressional Republicans have dismissed the Obama administration’s assertion that the country would face dire consequences if Congress does not vote to raise the federal limit on government borrowing by August. Many of the skeptics are affiliated with the tea party.

In the Senate, freshman Sen. Pat Toomey (R-Pa.) has said the Obama administration has been exaggerating the effects of hitting the default mark. He says breaching the limit would cause only a partial government shutdown.
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