KY/NU
Keynes Bad
Zach Rosenthal

                      Page 1

Keynes Fails---KY/NU---Zach Rosenthal

***DEFENSE***

Keynesianism Fails---Empirics---1NC

60 years of economic data prove you’re wrong
Antony Davies et. al 12 is an associate professor of economics at Duquesne University, Bruce Yandle isdistinguished adjunct professor of economics at George Mason, Derek Thieme is a Mercatus Center MA Fellow, and Robert Sarvis is a Mercatus Center MA Fellow, Working Paper, No. 12-12, April, “THE U.S. EXPERIENCE WITH FISCAL STIMULUS: A Historical and Statistical Analysis of U.S. Fiscal Stimulus Activity, 1953- 2011,” http://mercatus.org/sites/default/files/publication/US-Experience-Fiscal-Stimulus.pdf
Historical data call into question the efficacy of stimulus spending. Although factors other than government spending influence economic growth, unless Keynesians are prepared to claim that those factors have conspired to counteract government spending on a consistent basis and over many decades, Keynesians are left having to explain why 60 years of economic data do not show, at least on average, economic growth accompanying increased government spending. Furthermore, even if increased government spending did stimulate the economy, evidence suggests that, as pointed out earlier in this paper, politicians are unable to get their timing right so as to enact the stimulus spending when it is needed and to shut it off when the need passes. Since 1950, the median recession has lasted 4.5 quarters and the median expansion has lasted 21 quarters. Following Keynesian theory, successful stimulus spending should then follow the pattern shown in figure 14. In fact, stimulus spending has followed the pattern shown in figure 14. This figure shows average federal spending during and immediately after the starts of recessions since 1950. The first vertical bar shows average federal spending in the quarter in which the recessions begin. The last vertical bar shows average federal spending 12 months after the recessions started. Since the median recession lasts 4.5 quarters, the red curve shows the stimulus spending pattern that Keynesian theory advises. On average, the pattern of federal spending during and immediately after recessions has been lagged—federal spending peaks six quarters after the starts of recessions rather than after 2.25 quarters. Rather than continuing to decline after the peak until the next recession, federal spending accelerates again 11 quarters after the recession. The result is destabilization. As the economy naturally moves from recession to expansion, federal spending continues to increase and pressures the economy to move beyond full employment. 
Keynesianism Fails---Empirics---2NC
Keynesianism empirically fails---60 years of economic data shows that there’s no correlation between increased government spending and economic growth---and, even if spending is successful, politicians can never time it correctly---that’s Davies
Empirics go neg---

· Japan and Bush 
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html
There are no free lunches in the world. Stimulus efforts of modern times, perhaps most notably that of Japan during the 1990s, which actually led to reduced economic growth and long-term higher unemployment, show the futility of the Obama administration's current approach. Furthermore, a recent study by Claudia Sahm, Matthew Shapiro, and Joel Slemrod shows that the Bush stimulus policies in 2001 and 2008 had no significant impact on the economy. Other recent work by Robert Barro and Charles Redlick examines long-term macroeconomic data and confirms the notion that government spending crowds out that of the private sector. Barro predicts that the long-term effect of the current stimulus will be negative.

· Economic history
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html
And unless the Fed acts to withdraw some of the monetary stimulus, many fear a return of 1970s era double-digit inflation. On the other hand, there are widespread fears that if we remove the stimulus crutch, the feeble recovery may turn back toward that "precipice" from which President Obama has said the stimulus policies rescued us. History and economic theory tell us those fears are unfounded. More than six decades ago, policymakers and, for the most part, the economic profession as a whole, erroneously concluded that Keynes was right — fiscal stimulus works to reduce unemployment. Keynesian- style stimulus policies became a staple of the government's response to economic downturns, particularly in the 1960s and 1970s.
While Keynesianism fell out of style during the 1980s and 1990s — recall that Bill Clinton's secretary of treasury Robert Rubin turned Keynesian economics completely on its head when he claimed that surpluses, not deficits, stimulate the economy — during the recessions of 2001 and 2007-09 Keynesianism has come back with a vengeance. Both Presidents Bush and Obama, along with the Greenspan/Bernanke Federal Reserve, have instituted Keynesian-style stimulus policies — enhanced government spending (Obama's $787 billion package), tax cuts to put money in people's hands to increase consumption (the Bush tax "rebate" checks of 2001 and 2008), and loose monetary policy (the Federal Reserve's leaving its target interest rate below 2 percent for an extended period from 2001 to 2004 and cutting to near zero during the Great Recession of 2007-09 and its aftermath).
What did all of this get us? A decade far less successful economically than the two non- Keynesian ones that preceded it, with declining output growth and falling real capital valuations. History clearly shows the government that stimulates the best, taxes, spends, and intrudes the least. In particular, the lesson from 1945-47 is that a sharp reduction in government spending frees up assets for productive use and leads to renewed growth.

· No theoretical or empirical evidence
Robert J. Barro 11 is an economics professor at Harvard and a senior fellow at Stanford's Hoover Institution, “Keynesian Economics vs. Regular Economics,” http://search.proquest.com/docview/884831625/fulltext/13795B0B7122310B85/45?accountid=11836
Keynesian economics -- the go-to theory for those who like government at the controls of the economy -- is in the forefront of the ongoing debate on fiscal-stimulus packages. For example, in true Keynesian spirit, Agriculture Secretary Tom Vilsack said recently that food stamps were an "economic stimulus" and that "every dollar of benefits generates $1.84 in the economy in terms of economic activity." Many observers may see how this idea -- that one can magically get back more than one puts in -- conflicts with what I will call "regular economics." What few know is that there is no meaningful theoretical or empirical support for the Keynesian position. The overall prediction from regular economics is that an expansion of transfers, such as food stamps, decreases employment and, hence, gross domestic product (GDP). In regular economics, the central ideas involve incentives as the drivers of economic activity. Additional transfers to people with earnings below designated levels motivate less work effort by reducing the reward from working. In addition, the financing of a transfer program requires more taxes -- today or in the future in the case of deficit financing. These added levies likely further reduce work effort -- in this instance by taxpayers expected to finance the transfer -- and also lower investment because the return after taxes is diminished. This result does not mean that food stamps and other transfers are necessarily bad ideas in the world of regular economics. But there is an acknowledged trade-off: Greater provision of social insurance and redistribution of income reduces the overall GDP pie. Yet Keynesian economics argues that incentives and other forces in regular economics are overwhelmed, at least in recessions, by effects involving "aggregate demand." Recipients of food stamps use their transfers to consume more. Compared to this urge, the negative effects on consumption and investment by taxpayers are viewed as weaker in magnitude, particularly when the transfers are deficit-financed. Thus, the aggregate demand for goods rises, and businesses respond by selling more goods and then by raising production and employment. The additional wage and profit income leads to further expansions of demand and, hence, to more production and employment. As per Mr. Vilsack, the administration believes that the cumulative effect is a multiplier around two. If valid, this result would be truly miraculous. The recipients of food stamps get, say, $1 billion but they are not the only ones who benefit. Another $1 billion appears that can make the rest of society better off. Unlike the trade-off in regular economics, that extra $1 billion is the ultimate free lunch. How can it be right? Where was the market failure that allowed the government to improve things just by borrowing money and giving it to people? Keynes, in his "General Theory" (1936), was not so good at explaining why this worked, and subsequent generations of Keynesian economists (including my own youthful efforts) have not been more successful. Theorizing aside, Keynesian policy conclusions, such as the wisdom of additional stimulus geared to money transfers, should come down to empirical evidence. And there is zero evidence that deficit-financed transfers raise GDP and employment -- not to mention evidence for a multiplier of two.
· Japan proves Keynes fails and Clinton proves tight fiscal policy is best

Steve H. Hank 12 is a Professor of Applied Economics at The Johns Hopkins University in Baltimore and a Senior Fellow at the Cato Institute, June, “'Wrong Way' Krugman Flies Again, and Again” http://www.cato.org/publications/commentary/wrong-way-krugman-flies-again-again-4

It is not easy to distinguish between these views on the basis of empirical evidence, because fiscal stimulus generally is accompanied by monetary stimulus. The relevant evidence is provided by those rare occasions when fiscal and monetary policy go in different directions. To test whether the Keynesian or monetarist view was supported by the empirical evidence, Prof. Friedman recounted two episodes in which fiscal and monetary policies moved in different directions. The first was the Japanese experience during the early 1990s. In an attempt to restart the Japanese economy, repeated fiscal stimuli were applied. But monetary policy remained "tight," and the economy remained in the doldrums. Prof. Friedman's second example was the U.S. experience during the 1990s. When President Clinton entered office, the structural fiscal deficit was 5.3% of potential GDP. In the ensuing eight years, President Clinton squeezed out the fiscal deficits and left office in 2000, with the government's accounts showing a structural surplus of 1.5%. Ironically, the two years in which fiscalist Prof. Lawrence Summers was President Clinton's Secretary of the Treasury (1999-2000), the U.S. registered a structural surplus of 0.9% and 1.5% of GDP. Those years were marked by "tight" fiscal and "loose" monetary policies, and the economy was in an expansionary phase. Note that Prof. Summers has clearly had a sip of snake oil since his heady days of 1999-2000. Prof. Friedman concluded with the following remark: "Some years back, I tried to collect all the episodes I could find in which monetary policy and fiscal policy went in opposite direction. As in these two episodes, monetary policy uniformly dominated fiscal policies." We can further demonstrate the existence of the fiscal factoid by comparing changes in the output gaps and general government structural balances. In the accompanying table, the first column records the output gap. When the gap is positive (negative), actual output is above (below) the economy's potential. The second column in the table is the general government's structural balance. When it is negative (positive), a fiscal deficit (surplus) exists. The third and fourth columns record the changes in the output gap and general government structural balance, respectively. A positive (negative) change in the output gap implies an economic expansion (contraction), and a negative (positive) change in the general government structural balance implies a fiscal stimulus (consolidation). If the fiscalists are correct, we should observe an inverse relationship between changes in the rate of growth in output (the third column of the table) and the budget balance (the fourth column of the table). From 2001 through 2016, as projected by the International Monetary Fund, the U.S. economy does not behave in the way that Prof. Krugman and other Keynesians have asserted and proselytized. Indeed, the number of years in which the economy responds to fiscal policy in an anti-Keynesian fashion is more than double those in which the economy follows the Keynesian dogma.
· Stimulus sucked 

Antony Davies et. al 12 is an associate professor of economics at Duquesne University, Bruce Yandle isdistinguished adjunct professor of economics at George Mason, Derek Thieme is a Mercatus Center MA Fellow, and Robert Sarvis is a Mercatus Center MA Fellow, Working Paper, No. 12-12, April, “THE U.S. EXPERIENCE WITH FISCAL STIMULUS: A Historical and Statistical Analysis of U.S. Fiscal Stimulus Activity, 1953- 2011,” http://mercatus.org/sites/default/files/publication/US-Experience-Fiscal-Stimulus.pdf
The ARRA: Forecasts and Outcomes When the program began, Obama administration economists predicted it would generate or prevent the loss of almost four million jobs and that it would impede the U.S. unemployment rate from rising above 8.0 percent. 1 The unemployment rate then stood at 7.8 percent. It immediately rose to 8.2 percent, surpassed 10 percent in October 2009 (a monthly unemployment rate exceeded only 11 times in the past 770 months), then hovered in a range centered on 9.0 percent until October 2011 when the rate finally fell below 9.0 percent. The median duration of unemployment, which averaged 7.2 weeks from 1967 through 2008 and never rose above 13 weeks, reached a high of 25.5 weeks in June 2010. Figure 1 shows the U.S. unemployment rate from January 1990 to November 2011. The area between the dotted vertical lines indicates the 2008–2009 recession. As figure 1 shows, in early 2012, the unemployment rate, while falling, still seemed locked in a range that rotated around 8.5 percent. 2 This rate held despite the $787 billion attempt to bring down unemployment; despite more than a trillion dollars obligated to bail out auto companies, insurance companies, mortgage lenders, and banks; and despite ongoing war-related expenditures of $1 billion a day. And this spending was just the fiscal policy part of government actions. The Federal Reserve Board also took unprecedented steps to stabilize financial institutions, inject liquidity into the banking system, and generally open all stops in an effort to increase lending activity nationwide. Taken together, fiscal, monetary, and defense policies still did not seem able to put meaningful wind into the economy’s flagging sails. Even with ARRA and other federal actions taken to stabilize specific sectors, the economy continued to stumble along a bumpy recovery road after the National Bureau of Economic Research (NBER) declared June 2009 to be the end of the 2008–2009 recession. The recession was the most severe since the 1929 financial collapse and Great Depression that followed. At a glance, stimulus spending looks ineffective, but the stimulus effectiveness debate will no doubt continue for years, primarily because there is no conclusive way to resolve the matter. 
· Stimulus
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html
Many, probably most, Americans are skeptical of the vast stimulus efforts the federal government has undertaken in an effort to alleviate the economic downturn. After all, through early 2010, employment has fallen by 8.4 million jobs despite passage of two stimulus bills totaling nearly one trillion dollars in early 2008 and 2009, passage of the $700 billion Troubled Asset Relief Program (TARP), and the extraordinary expansionary monetary actions by the Federal Reserve. But now with serious anxiety regarding the impact of the nation's unprecedented deficits and a potential surge in inflation, a second concern is arising: would any nascent recovery be thwarted if the government was to withdraw the stimulus and return to a semblance of financial normalcy? There's good news on that point. Just as history tells us that stimulus packages are ineffective in bringing about recovery, so it also tells us that "de-stimulus" — moving in the direction of monetary and fiscal contraction — likewise need not have severe adverse effects on employment, income, stock prices, and other macroeconomic variables.
The Obama administration projects a $1.6 trillion budget deficit — almost 11 percent of our GDP — for the 2010 fiscal year. This deficit is the size of total federal spending just 13 years earlier (1997). And this follows a 2009 fiscal year deficit of over $1.4 trillion. At the same time the Federal Reserve has injected another $1.5 trillion in liquidity through various lending programs since the Great Recession began in late 2007. We might call this the "Great Stimulus," but those words are terribly misleading. It hasn't been much of a stimulus, given the rise in unemployment to double digits for only the second time since the 1930s and the general lack of confidence economic agents seem to have in the future economy (the conference board's "Present Situation Index" of consumer confidence hit its lowest level in 27 years in February 2010). Nor is it all that "great": when compared to the size of the economy, the recent stimulus does not even begin to approach that of World War II.
Keynesianism Fails---Empirics---AT WWII/FDR---2NC
Depression of 1946 never happened---proves austerity is better
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html
THE DEPRESSION OF 1946

Historically minded readers may be saying, "There was a Depression in 1946? I never heard about that." You never heard of it because it never happened. However, the "Depression of 1946" may be one of the most widely predicted events that never happened in American history. As the war was winding down, leading Keynesian economists of the day argued, as Alvin Hansen did, that "the government cannot just disband the Army, close down munitions factories, stop building ships, and remove all economic controls." After all, the belief was that the only thing that finally ended the Great Depression of the 1930s was the dramatic increase in government involvement in the economy. In fact, Hansen's advice went unheeded. Government canceled war contracts, and its spending fell from $84 billion in 1945 to under $30 billion in 1946. By 1947, the government was paying back its massive wartime debts by running a budget surplus of close to 6 percent of GDP. The military released around 10 million Americans back into civilian life. Most economic controls were lifted, and all were gone less than a year after V-J Day. In short, the economy underwent what the historian Jack Stokes Ballard refers to as the "shock of peace." From the economy's perspective, it was the "shock of de-stimulus."
If the wartime government stimulus had ended the Great Depression, its winding down would certainly lead to its return. At least that was the consensus of almost every economic forecaster, government and private. In August 1945, the Office of War Mobilization and Reconversion forecast that 8 million would be unemployed by the spring of 1946, which would have amounted to a 12 percent unemployment rate. In September 1945, Business Week predicted unemployment would peak at 9 million, or around 14 percent. And these were the optimistic predictions. Leo Cherne of the Research Institute of America and Boris Shishkin, an economist for the American Federation of Labor, forecast 19 and 20 million unemployed respectively — rates that would have been in excess of 35 percent!
What happened? Labor markets adjusted quickly and efficiently once they were finally unfettered — neither the Hoover nor the Roosevelt administration gave labor markets a chance to adjust to economic shocks during the 1930s when dramatic labor market interventions (e.g., the National Industrial Recovery Act, the National Labor Relations Act, the Fair Labor Standards Act, among others) were pursued. Most economists today acknowledge that these interventionist polices extended the length and depth of the Great Depression. After the Second World War, unemployment rates, artificially low because of wartime conscription, rose a bit, but remained under 4.5 percent in the first three postwar years — below the long-run average rate of unemployment during the 20th century. Some workers voluntarily withdrew from the labor force, choosing to go to school or return to prewar duties as housewives.

But, more importantly to the purpose here, many who lost government-supported jobs in the military or in munitions plants found employment as civilian industries expanded production — in fact civilian employment grew, on net, by over 4 million between 1945 and 1947 when so many pundits were predicting economic Armageddon.

Household consumption, business investment, and net exports all boomed as government spending receded. The postwar era provides a classic illustration of how government spending "crowds out" private sector spending and how the economy can thrive when the government's shadow is dramatically reduced.

Markets were correcting themselves---doing nothing would’ve been better
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html
DERAILING RECOVERY

Markets, by contrast, have marvelous healing properties. If unemployment is too high, declines in the productivity adjusted real wage make it attractive to hire workers again, lessening the problem. If investors are slow in borrowing, falling interest rates entice them to take on credit. These sorts of things are happening in the American economy today, but government- imposed shocks can derail any recovery. This happened in the Great Depression as the economy finally began to recover after a major slowdown in government interference in the labor market between mid 1935 and early 1937. However, these gains were reversed by the Supreme Court's surprise ruling (which followed Roosevelt's threat to pack the Court) upholding the constitutionality of the National Labor Relations Act. Real wage rates rose sharply in the months that followed.

Unemployment, which had fallen to around 13 percent on the day of the court ruling, was back above 20 percent a year later. When market processes lead us to see light at the end of the tunnel, the government sometimes adds more tunnel. Recent examples of this phenomenon can be seen in the newly passed health care legislation and the proposal for a cap-andtrade environmental regime. The new health care legislation will enormously increase labor costs, as would cap and trade. Nervous employers, wanting to avoid the possibility of taking on sharply rising labor expenses, demur in hiring workers that they would in a more neutral policy environment.

WWII is a neg arg
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html

Between 1943 and 1945 government deficits ranged between 21 and 27 percent of GDP — in comparison to the size of today's economy this would be the equivalent of annual deficits of around $3 trillion to $4 trillion. During these three years, the national debt rose from 50 percent of GDP to over 120 percent. Furthermore, the United States Bureau of the Budget estimated that at the wartime peak 45 percent of the nation's civilian labor supply was supported by government spending on the war effort while another 12 million citizens (18 percent of the total labor force) were employed directly by the military.
Of course it is often said that World War II provides the empirical proof that a Keynesian-style government stimulus can bring an ailing economy back to full employment. During the 1930s, the argument goes, government simply did not spend enough to end the Great Depression. After Pearl Harbor, policymakers finally put the stimulus pedal to the metal with massive deficit spending and highly expansionary monetary policy — the money supply doubled between 1941 and 1945 — to finance wartime production. Unemployment fell from nearly 20 percent in the late 1930s to 3.1 percent in 1942 and 1.2 percent in 1944. John Maynard Keynes himself implied that the return to full employment in the face of massive expansionary policy validated his theory, saying that economic "good may come out of evil" if we heeded the lessons of the wartime stimulus by using the same methods to combat downturns during peacetime.
But the real economic lesson to come out of the World War II era was not that the conscription of nearly a fifth of the labor force into grueling and dangerous working conditions abroad and the imposition of a command economy at home — complete with rationing, price controls, and government allocation of many aspects of life — could bring unemployment down. Soviet-style command economies had many problems, but unemployment was not typically one of them.
Instead, the true lesson from the period can be ascertained from the events of 1945-1947 when the largest economic "stimulus" in American history was dramatically and quickly unwound, months before most people anticipated it (because the atomic bomb brought a sudden unexpected end to the war). No other episode more clearly supports the notion that the best economic stimulus is for the government to get out of the way.
Keynesianism Fails---Empirics---AT UK---2NC
Fiscal austerity isn’t the cause
Steve H. Hank 12 is a Professor of Applied Economics at The Johns Hopkins University in Baltimore and a Senior Fellow at the Cato Institute, June, “'Wrong Way' Krugman Flies Again, and Again” http://www.cato.org/publications/commentary/wrong-way-krugman-flies-again-again-4
As it turns out, there is plenty of austerity out there. But, in general, it's not fiscal austerity, with real cuts in government spending, as the fiscalists claim — a cut is when you have spent $1 billion last year and will spend $900 million this year. Never mind. As Prof. Friedman taught us, money matters. And when we look at money, we see two pictures. One is the size of the central banks' balance sheets. They have exploded since the Lehman bankruptcy of September 2008 (see the accompanying chart). If you just focused on those balance sheets and the associated growth in high-powered money, you would conclude — as many have done — that we are facing a wall of money and liquidity and that hyperinflation is just around the corner. But that would be a wrongheaded conclusion. The second picture, one that plots the course of broad money (derivative measures of high-powered money), shows very subdued growth in the money supply (see the accompanying chart). Indeed, in the United Kingdom, broad money is contracting. No wonder the U.K. economy is mired in a double dip recession. It has little, if anything, to do with the Cameron government's alleged fiscal austerity, but everything to do with the U.K.'s money and banking policies. Note that I include the word "banking." Most economists nowadays might find this strange since their models don't even include banks. In the wake of the financial crisis that has engulfed us, the chattering classes have embraced a wrongheaded set of policies to make banks "safe." One who led the charge was Britain's former Prime Minister Gordon Brown. In the prologue to his book Beyond the Crash, he glorifies the moment when he underlined twice "Recapitalize NOW." It turns out that Mr. Brown attracted many like-minded souls, including his successor, David Cameron, as well as the central bankers who endorsed Basel III, which mandates higher capital-asset ratios for banks. In response to Basel III, banks have shrunk their loan books and dramatically increased their cash and government securities positions (both of these "risk free" assets are not covered by the capital requirements imposed by Basel III and related capital mandates). This explains, in large part, why the explosion in high-powered money has not flowed through to broad money measures and why we have not bounced back from the crisis induced slump that our friendly central bankers pushed us into. We are in deep trouble — trouble that has nothing to do with alleged fiscal austerity. Today, the source of our economic malfunction resides with government-mandated bank regulations that have thrown a monkey wrench into the banking system. Wrong Way Krugman and his followers should abandon the fiscal factoid and keep their eyes on what matters — money. They can start by contemplating the monetary contraction in Greece: in the last year, broad money (M3) contracted by 17.1%.
Keynesianism Fails---Multiplier Effect---1NC
The multiplier effect goes neg
Veronique de Rugy & Debnam 10 is a senior research fellow at the Mercatus Center at George Mason University, Jakina Debnam is a research analyst at the Mercatus Center at George Mason University, “Does Government Spending stimulate economies?” July 2010, http://mercatus.org/sites/default/files/publication/MOP77_SBI_Spending%20Multiplier_web%20(2).pdf
Barro and Redlick’s research estimates that the multiplier for changes in defense spending that people think will be temporary—spending for the Iraq war for example—is between 0.4 and 0.5 at the time of the spending and between 0.6 and 0.7 over two years. If the change in defense spending becomes permanent, then these multipliers increase by 0.1 to 0.2. 11 Over time, this is a maximum multiplier of 0.9. Thus even in the government’s best-case spending scenario, all of the estimated multipliers are significantly less than one. This means greater government spending crowds out other components of GDP, particularly investment. In addition, they calculate the impact on the economy if the government funds the spending with taxes. They find that the tax multiplier—the effect on GDP of an increase in taxes—is –1.1. This means that if the government raises taxes by $1, the economy will shrink by $1.1. When this tax multiplier is combined with the effects of the spending multiplier, the overall effect is negative. Barro and Redlick write that, “Since the tax multiplier is larger in magnitude than the spending multipliers, our estimates imply that GDP declines in response to higher defense spending and correspondingly higher tax revenue.” 12 Thus, they conclude that greater government spending financed by tax increases hurts the economy. Other economist have also calculated defense spending multipliers of less than or equal to 1. 13 Economists Bob Hall and Susan Woodward recently examined spending increases from World War II and the Korean War and found that the government spending multiplier is about 1. 14 Economist Valerie Ramey’s work on how U.S. military spending influences GDP gives a multiplier estimate of 1.2 in the short term, but in the long term, she finds that consumer and business spending fall after a rise in government purchases, offsetting the initial effect of the government spending. 15 

Keynesianism Fails---Multiplier Effect---2NC

The multiplier is a measurement of how much the economy will grow per each dollar the government spends---in the best case scenario, for every dollar spent, it creates 90 cents in return---but that money came from taxes, which has a negative multiplier of 1.1---thus, for every dollar spent by the government, the economy shrinks by 1.1 dollars---that’s de Rugy and Debnam
Two framing issues---

---First is defense spending---our 1NC evidence uses defense spending to determine the multiplier---that’s the most accurate measurement
Veronique de Rugy & Debnam 10 is a senior research fellow at the Mercatus Center at George Mason University, Jakina Debnam is a research analyst at the Mercatus Center at George Mason University, “Does Government Spending stimulate economies?” July 2010, http://mercatus.org/sites/default/files/publication/MOP77_SBI_Spending%20Multiplier_web%20(2).pdf
THE DATA OF DEFENSE So what is the historical value of the multiplier in the United States? Barro and Redlick examine this question in detail. They explain that in order to understand the effects of government spending on the economy, one must know how much of the economic change is due to government spending and how much is due to other factors. Unfortunately, it is impossible to figure this out with general government spending, since the level of government spending often expands and contracts along with the economy. 8 When the economy grows, income and tax receipts increase. This, in turn, leads to increased government spending (see figure 1). However, they argue that there is a useful, much more isolated proxy for overall government spending: defense spending. Using defense spending as a proxy has several advantages. 9 First, government does not set defense spending levels based on the state of the economy. Non-economic factors drive defense spending. Second, changes in defense spending are very large and include sharply positive and negative values (see figure 2) 

Finally, the historical data on defense spending covers periods of high unemployment. Thus this data set should reveal whether government spending creates increased economic growth in a slack economy. Moreover, studying the effects of defense spending on the economy gives the best-case scenario of the spending multiplier effect of government spending on the economy because defense spending leads to economic growth in ways that general government spending does not. For example, in times of war, the government mandates the increased production of particular goods, and the scarcity of domestic labor due to military enlistment and resources also forces economic resources to go to innovative and productive uses that did not exist before the war. 10 
---Second is specificity---the multiplier changes depending on specific situations---there’s substantial disadvantage to stimulus in the US
Matthew Mitchell 12 is a senior research fellow at the Mercatus Center at George Mason University, Ph.D, “WHAT CAN GOVERNMENT DO TO CREATE JOBS?” http://mercatus.org/sites/default/files/publication/What_Can_Government_Do_To_Create_Jobs_0.pdf
If the multiplier is larger than 1, then stimulus spending “multiplies,” or stimulates private sector economic activity. On the other hand, if the multiplier is between 0 and 1, then stimulus displaces or “crowds out” private sector economic activity, but not by enough to counteract the increase in public sector economic activity. Last, if the multiplier is less than 0, government purchases crowd out enough private sector activity to offset any increase in public sector activity. In this case, stimulus shrinks the entire economy. Figure 1 depicts a sample of recent estimates of the government purchases multiplier. Each bar shows the high and low-end estimate of a particular study. Note that there is a wide range in the estimates both across and within studies. If the optimistic scenarios are correct, an additional $1.00 in deficit-financed government spending spurs $2.70 in new private sector economic activity. But if the less-optimistic scenarios are correct, then an additional $1.00 in spending destroys $3.80 in private sector activity. 7 The median estimate is 0.77. As I just noted, this implies that the only new economic activity that stimulus spurs is in the public sector; it actually crowds out economic activity in the private sector. One reason for the large range of estimates is that the effectiveness of stimulus may be highly dependent upon context. For example, economists have found that multipliers are small or zero when a nation is operating under a flexible exchange rate, is open to trade with other nations, and is highly indebted. 8 All three conditions apply or soon will apply to the United States. Others have found that multipliers are large when stimulus is relatively small, but that they quickly get smaller as more money is spent. Consider, for example, the second-largest estimate in table 1. The authors find that an additional dollar of stimulus may spur as much $2.30 in private sector activity, but only if the government has not already spent a lot of money on stimulus. They write: [I]t is important to recognize that the marginal benefits of fiscal stimulus may drop substantially as spending rises, so that there is some risk that larger spending programs may have a low marginal payoff….“outsized” multipliers are only likely to apply to relatively small spending programs. 9 This is especially relevant in today’s context when government has already undertaken multiple massive stimulus projects, including the Economic Stimulus Act of 2008 ($152 billion), the American Recovery and Reinvestment Act (ARRA) of 2009 ($862 billion), and the Hiring Incentives to Restore Employment Act of 2010 ($20 billion). 

The impact to this is that Keynesianism fails---empirically proven
Veronique de Rugy & Debnam 10 is a senior research fellow at the Mercatus Center at George Mason University, Jakina Debnam is a research analyst at the Mercatus Center at George Mason University, “Does Government Spending stimulate economies?” July 2010, http://mercatus.org/sites/default/files/publication/MOP77_SBI_Spending%20Multiplier_web%20(2).pdf
WhY DOES IT MATTER? Getting the multiplier wrong has big consequences when understanding the effects of fiscal stimulus on the economy. The government uses multipliers to estimate the widely cited projections of unemployment, job creation, and economic output. In the time leading up to the passage of the ARRA, Council of Economic Advisors (CEA) economists Christina Romer and Jared Bernstein used spending multipliers greater than 1 to promote the economic effects of the fiscal stimulus package. 16 In the months following the implementation of this package, the Congressional Budget Office (CBO) used estimates of a spending multiplier between 1.0 and 2.5, 17 relying on macroeconomic models that ignore the possibility that the growth of the economy may be affecting the level of government spending and not the reverse. 18 By extrapolating from these multipliers, CBO and CEA have made important projections about the effects of fiscal stimulus on the economy. These projections, however, have been largely wrong. For example, in their January 2009 report, 19 Romer and Bernstein used multipliers of between 1.0 and 1.55 to determine the effect of the proposed stimulus spending (then $775 billion) would have on GDP and job creation. They assumed that each 1 percent increase in real GDP would create an additional 1 million jobs. Based on that assumption and their estimated spending multiplier, they estimated that the fiscal stimulus would create 3.5 million jobs by the end of 2010. While we cannot be certain how many jobs would have been lost or created without a stimulus package, we do know that since January 2009, 3.8 million jobs have been lost. 20 CONCLUSION The understandable temptation to take action in time of recession should not lead lawmakers to take counterproductive actions. Barro and Redlick’s data show that the CBO’s multiplier overestimates the return on government spending almost by a factor of two. Thus, while the stimulus may appear to be a wise investment, it is really no wiser than a junk-rated mortgage backed security; though the investment claims a good rate of return, in reality the return isn’t worth it because money is lost. If stimulus funds are a bad investment, is there anything Congress can do to help the economy? Perhaps. In their recent research, Christina and David Romer look at the impact of tax cuts on the economy and conclude that the tax multiplier is about 3: $1 of tax cuts raises GDP by about $3. 21 This finding suggests that the economy might get more bang for the buck with tax cuts rather than spending hikes. 
Litany of reasons the multiplier is less than 1---
· Debt 

Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


Stimulus in a highly indebted nation: An extensive study from the IMF shows that fiscal multipliers in nations with debt levels in excess of 60 percent of GDP are zero or even negative. 10 The current U.S. debt-to-GDP ratio is 70 percent and, according to the Congressional Budget Office, it will be 90 percent within seven years and 100 percent within ten. 11

· Exchange rates
Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


Stimulus under flexible exchange rates: The same IMF study also finds that a nation‘s exchange-rate regime impacts the size of the multiplier. When a nation‘s exchange rate is fixed, the multiplier can be relatively large. 12 But when the country allows the market to dictate movements in the exchange rate—as the United States does—the IMF economists found that the multiplier is much lower. This is because fiscal stimulus tends to cause domestic interest rates to rise relative to foreign interest rates. And when this happens, foreigners increase their demand for the domestic currency, causing it to appreciate. This, in turn, makes domestic goods more expensive and foreign goods cheaper, decreasing net exports and lowering output. 

· Balance-sheet recession

Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


Stimulus in a balance-sheet recession: The current recession has resulted in an unprecedented collapse in net wealth. In other words, it is a deep ―balance sheet recession. But with personal wealth diminished and private credit impaired, some economists believe that stimulus is likely to be less effective than it would be in a different type of recession. This is because consumers are likely to use their stimulus money to rebuild their nest eggs, i.e., to pay off debts and save, not to buy new products as Keynesian theoreticians want them to. 13 The same is likely true for state and local governments who have used their ARRA dollars to reduce their budget gaps or reduce their borrowing rather than to increase infrastructure spending or other government purchases.

· Diminishing returns

Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


14 Diminishing marginal returns to stimulus: New research also suggests that there are diminishing marginal returns to stimulus. 15 This makes new stimulus even less helpful than what has already been undertaken. The Federal Government has already spent over $1 trillion in legislated stimulus. Beyond this, unlegislated ―automatic stabilizers‖ in the budget have helped to push the primary deficit well over $1 trillion. 16

· Interest rates

Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


Theoretically, low interest rates make stimulus more potent because the government is able to employ idle resources by borrowing funds at a low cost. At least for the time being, interest rates are indeed historically low, so this may be a reasonable assumption. Unfortunately, if temporary stimulus spending turns into permanent spending, then when interest rates eventually return to normal, the government will have to finance its spending at a higher cost. This will make the actual multiplier significantly smaller than these studies suggest. What‘s more, not all studies that incorporate this low interest-rate assumption obtain large estimated multipliers. For example, studies that consider the tax that will need to be levied tomorrow to pay for today‘s spending, find much smaller multipliers, even when interest rates are exceedingly low. 9

Keynesianism Fails---Market Self Correcting---2NC
Markets correct themselves---doing nothing is better
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html
DERAILING RECOVERY

Markets, by contrast, have marvelous healing properties. If unemployment is too high, declines in the productivity adjusted real wage make it attractive to hire workers again, lessening the problem. If investors are slow in borrowing, falling interest rates entice them to take on credit. These sorts of things are happening in the American economy today, but government- imposed shocks can derail any recovery. This happened in the Great Depression as the economy finally began to recover after a major slowdown in government interference in the labor market between mid 1935 and early 1937. However, these gains were reversed by the Supreme Court's surprise ruling (which followed Roosevelt's threat to pack the Court) upholding the constitutionality of the National Labor Relations Act. Real wage rates rose sharply in the months that followed.

Unemployment, which had fallen to around 13 percent on the day of the court ruling, was back above 20 percent a year later. When market processes lead us to see light at the end of the tunnel, the government sometimes adds more tunnel. Recent examples of this phenomenon can be seen in the newly passed health care legislation and the proposal for a cap-andtrade environmental regime. The new health care legislation will enormously increase labor costs, as would cap and trade. Nervous employers, wanting to avoid the possibility of taking on sharply rising labor expenses, demur in hiring workers that they would in a more neutral policy environment.

Market fixes itself
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html
Employment is closely related to the productivity-adjusted real wage. When the labor costs of making a widget fall, employers find it profitable to make more widgets and hire more widget-makers. Those costs fall when productivity rises (more widgets produced per hour of work), when the price of widgets rises (increasing the margin between revenues received and cost of production), or when money wages fall. In the immediate postwar era, prices and productivity were generally rising, more than offsetting modest increases in money wages.
The data today suggest that the selfcorrecting and healing forces of markets are beginning to work again. Worker productivity is generally increasing, and money wages are stagnant or rising less than the rate of inflation, meaning real wages are falling. In a productivity-adjusted sense, the wage decline appears to be substantial.

After a lag to be sure this trend is real and sustaining, this should lead to an upsurge in new hiring. In other words, unemployment will start falling not because of the stimulus spending, but in spite of it. And just as the stimulus money created few if any new jobs, its withdrawal will destroy few if any jobs. To be sure, some specific jobs will be lost, but others will be gained as the negative effects of government borrowing are eased somewhat. To better illustrate the crowding out effect of government spending, economists often refer to FrÃ©dÃ©ric Bastiat's 1848 essay, "What Is Seen and What Is Not Seen."

And, free market empirically solves economic growth

Edwards 11 Chris Edwards is the director of Tax policy studies @ CATO, “The Stimulus Bill and Government Spending,” 2/16, http://www.cato.org/publications/congressional-testimony/stimulus-bill-government-spending
Some economists argue that spending cuts would hurt the economy, but the Canadian reforms of the 1990s show that the opposite is true.11 In the early 1990s, overspending had pushed the size of government in Canada to more than 50 percent of GDP and debt was soaring. But the federal government reversed course and chopped 10 percent from total spending in two years — equivalent to Congress cutting spending by $370 billion. The government held spending at roughly the lower level for a few more years, and overall government spending in Canada fell by 10 percentage points of GDP.12 As spending was cut, the Canadian economy boomed for 15 years until it was hit by the recent U.S.-caused recession.13 As spending came down, the Canadian government helped spur economic growth with pro-market reforms such as free trade, corporate tax cuts, and privatization. The Canadian model of spending cuts and microeconomic reforms to boost growth would be an excellent model for U.S. policymakers to follow. In sum, policymakers should reject the idea that added spending is good and beneficial for the economy. It isnâ€™t. In recent decades, the federal government has expanded into hundreds of areas that would be better left to state and local governments, businesses, charities, and individuals. That expansion is sucking the life out of the private economy and creating a top-down bureaucratic society. Cutting federal spending would spur economic growth and enhance personal freedom by dispersing excessive power from Washington.

Enhancing personal freedom? Sounds like a d-rule
Petro 74 Sylvester, Professor of Law at Wake Forest University, University of Toledo Law Review, p.480
However, one may still insist, echoing Ernest Hemingway – “I believe in only one thing: liberty.” And it is always well to bear in mind David Hume’s observation: “It is seldom that liberty of any kind is lost all at once.”  Thus, it is unacceptable to say that the invasion of one aspect of freedom is of no import because there have been invasions of so many other aspects.  That road leads to chaos, tyranny, despotism, and the end of all human aspiration.  Ask Solzhenitsyn.  Ask Milovan Djilas.  In sum, if one believes in freedom as a supreme value and the proper ordering principle for any society aiming to maximize spiritual and material welfare, then every invasion of freedom must be emphatically identified and resisted with undying spirit.

Keynesianism Fails---Consumer/Business Confidence---2NC
No correlation between stimulus measures and business confidence
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html
Finally, it is clear that the government stimulus has not provided any kind of positive placebo-type effect on consumer and business confidence. As mentioned earlier, survey data show that such measures of confidence continue to linger around the lowest levels seen in a generation. In fact, a simple econometric model consisting of two explanatory variables — government spending as a percent of total output and the rate of inflation, can explain the vast majority of the changes in stock market prices in modern times — and stock market valuations are a good indicator of confidence.

Stock prices fall with growing government involvement in the economy or with rising inflation. The sharp rise in the government's share of output in the last decade and the threat of greater inflation in the next one are important factors behind the 30 percent decline in the inflation-adjusted Dow Jones Industrial Average since 2000. Eye-popping deficits of the past year have lowered optimism about the future, kept stock prices depressed, and reduced key elements in new investment spending. These negative side effects of the stimulus spending are certainly slowing down the recuperative process that market forces are attempting to generate.
Keynesianism Fails---Stimulus Ineffective---2NC
Stimulus sucks---3 reasons
Antony Davies et. al 12 is an associate professor of economics at Duquesne University, Bruce Yandle isdistinguished adjunct professor of economics at George Mason, Derek Thieme is a Mercatus Center MA Fellow, and Robert Sarvis is a Mercatus Center MA Fellow, Working Paper, No. 12-12, April, “THE U.S. EXPERIENCE WITH FISCAL STIMULUS: A Historical and Statistical Analysis of U.S. Fiscal Stimulus Activity, 1953- 2011,” http://mercatus.org/sites/default/files/publication/US-Experience-Fiscal-Stimulus.pdf
To be effective as a policy tool, stimulus spending must overcome three hurdles. The first is whether Keynesian economic theory is sound. There is considerable debate as to whether the multiplier—the core mechanism on which stimulus spending is based—is greater than one, or even positive. If the multiplier is less than one, then a dollar of stimulus spending would generate less than a dollar’s worth of economic growth. The Congressional Budget Office estimated that the long-run multiplier associated with the American Recovery and Reinvestment Act of 2009 was between 0.63 and 1.8. 91 The second hurdle is timing. Even if Keynesian theory were sound, if policy makers cannot time stimulus spending correctly, then their efforts will actually destabilize the economy by reducing spending during recessions and increasing spending during expansions. Evidence suggests not only that policy makers cannot get their timing right, but that this inability has been common knowledge among policy makers for decades. The third hurdle is reversing the stimulus spending. Even if Keynesian theory were sound and even if policy makers could get the timing right, they would need the political will to shut off the stimulus spending at the ends of the recessions. By definition, stimulus spending is meant as a temporary boost to a flagging economy. When the economy picks up, the stimulus spending should be reversed. Evidence suggests that, either from lack of political will or from a desire to use stimulus spending as an excuse for permanent expansion of government, government spending tends to increase more often than it decreases. Since 1950, annual per capita real federal outlays have declined 23 times but increased 39 times, and each increase has been, on average, 2.5 times the size of each decrease. Certainly, the government did not intend all of these increases as stimulus spending, but the fact remains that the clear tendency is to increase rather than to decrease spending. Focusing on discretionary spending only produces a similar story. Since 1962, federal per capita real discretionary spending has increased 27 times but decreased only 22 times. On average, each increase was 1.34 times the size of each decrease. 

Three more specific reasons---


1. Time
Matthew Mitchell 12 is a senior research fellow at the Mercatus Center at George Mason University, Ph.D, “WHAT CAN GOVERNMENT DO TO CREATE JOBS?” http://mercatus.org/sites/default/files/publication/What_Can_Government_Do_To_Create_Jobs_0.pdf
 TIMELY We now know that 18 months after the 2009 stimulus bill passed more than half of the $275 billion that was slated for investment had yet to be spent. 13 It turned out that, as the president would later put it, “[T]here’s no such thing as shovel-ready projects.” 14 In fact, the ARRA experience was not unique. In 1993, economist Bruce Bartlett reviewed four decades of stimulus efforts and found that, without exception, the funds were disbursed too late to make a difference. 15 Economists Olivier Blanchard and Roberto Perotti undertook a more technical analysis in 2002 and concluded that most counter-cyclical changes in fiscal policy do not peak until several quarters after initiated. 16 

2. Targeting
Matthew Mitchell 12 is a senior research fellow at the Mercatus Center at George Mason University, Ph.D, “WHAT CAN GOVERNMENT DO TO CREATE JOBS?” http://mercatus.org/sites/default/files/publication/What_Can_Government_Do_To_Create_Jobs_0.pdf
TARGETED We also know that it is very difficult to effectively target stimulus funds where they can do the most good. For example, Keynesian theory tells us that the money that went to the state governments should have been used to increase government purchases. Instead, states used the vast majority of it (about 98 percent) to decrease their own borrowing. 17 Keynesian theory also tells us that to be effective, stimulus funds should be directed toward those areas hardest hit by the recession. Unfortunately, numerous studies have found that the distribution of ARRA funds had no statistical relationship to local area unemployment rates. 18 Worse still, even when ARRA money did manage to lead to new hiring, most of those hired had not been previously unemployed. 19 

3. Can’t turn off
Matthew Mitchell 12 is a senior research fellow at the Mercatus Center at George Mason University, Ph.D, “WHAT CAN GOVERNMENT DO TO CREATE JOBS?” http://mercatus.org/sites/default/files/publication/What_Can_Government_Do_To_Create_Jobs_0.pdf
TEMPORARY Last, we know it is very difficult to turn stimulus funding off once it has been turned on. Consider the closing remarks of the economists who produced the largest estimate in figure 1. Citing “political economy considerations,” they declare, “We are keenly aware that it is much easier to start new government programs than to end them.” 20 For this reason, they note, “It remains very much an open question” whether an increase in government purchases is the best way to respond to a flagging economy, even when interest rates are near the zero bound. 21 The data support their caution. In their study of historical stimulus efforts, Blanchard and Perotti found that in the typical case, 95 percent of a spending surge remains fully two years after an initial stimulus. 22 Keynes himself shared these concerns. Toward the end of his life, he wrote: Organized public works…may be the right cure for a chronic tendency to a deficiency of effective demand. But they are not capable of sufficiently rapid organization (and above all cannot be reversed or undone at a later date), to be the most serviceable instrument for the prevention of the trade cycle. 23 But not all is lost. We may not know how to revive an ailing economy, but economists do know quite a bit about fostering an environment that is conducive to growth. That is, we may not know how to instantly revive the patient, but we do know what habits make for a healthy lifestyle. 
And, even if all of that isn’t true, the large size of the US economy makes stimulus ineffective
Antony Davies et. al 12 is an associate professor of economics at Duquesne University, Bruce Yandle isdistinguished adjunct professor of economics at George Mason, Derek Thieme is a Mercatus Center MA Fellow, and Robert Sarvis is a Mercatus Center MA Fellow, Working Paper, No. 12-12, April, “THE U.S. EXPERIENCE WITH FISCAL STIMULUS: A Historical and Statistical Analysis of U.S. Fiscal Stimulus Activity, 1953- 2011,” http://mercatus.org/sites/default/files/publication/US-Experience-Fiscal-Stimulus.pdf
Finally, there is evidence that the relationship between government spending and economic growth changes as an economy grows, and that the phenomenon is not particular to the United States. An examination of 150 countries over 25 years shows that as economies grow, the optimal size of government—the government spending per dollar of GDP that is associated with maximum economic growth—declines. 92 It may be that when a country is small, private investment is commensurately small, financial markets are less developed, and government can play a useful role in funding industries that require large start-up costs. This need would diminish as the country’s economy develops. The implication is that there may be a fourth hurdle: even if Keynesian theory were correct, and even if policy makers could get the timing right, and even if they had the political will to reverse stimulus spending at the ends of recessions, stimulus spending would become less and less potent over time as a country’s economy grew. 
Keynesianism Fails---Austerity Better---2NC
And, free market empirically solves economic growth

Edwards 11 Chris Edwards is the director of Tax policy studies @ CATO, “The Stimulus Bill and Government Spending,” 2/16, http://www.cato.org/publications/congressional-testimony/stimulus-bill-government-spending
Some economists argue that spending cuts would hurt the economy, but the Canadian reforms of the 1990s show that the opposite is true.11 In the early 1990s, overspending had pushed the size of government in Canada to more than 50 percent of GDP and debt was soaring. But the federal government reversed course and chopped 10 percent from total spending in two years — equivalent to Congress cutting spending by $370 billion. The government held spending at roughly the lower level for a few more years, and overall government spending in Canada fell by 10 percentage points of GDP.12 As spending was cut, the Canadian economy boomed for 15 years until it was hit by the recent U.S.-caused recession.13 As spending came down, the Canadian government helped spur economic growth with pro-market reforms such as free trade, corporate tax cuts, and privatization. The Canadian model of spending cuts and microeconomic reforms to boost growth would be an excellent model for U.S. policymakers to follow. In sum, policymakers should reject the idea that added spending is good and beneficial for the economy. It isnâ€™t. In recent decades, the federal government has expanded into hundreds of areas that would be better left to state and local governments, businesses, charities, and individuals. That expansion is sucking the life out of the private economy and creating a top-down bureaucratic society. Cutting federal spending would spur economic growth and enhance personal freedom by dispersing excessive power from Washington.

That card above says cutting spending is key to freedom---btw that’s a d-rule 
Petro 74 Sylvester, Professor of Law at Wake Forest University, University of Toledo Law Review, p.480
However, one may still insist, echoing Ernest Hemingway – “I believe in only one thing: liberty.” And it is always well to bear in mind David Hume’s observation: “It is seldom that liberty of any kind is lost all at once.”  Thus, it is unacceptable to say that the invasion of one aspect of freedom is of no import because there have been invasions of so many other aspects.  That road leads to chaos, tyranny, despotism, and the end of all human aspiration.  Ask Solzhenitsyn.  Ask Milovan Djilas.  In sum, if one believes in freedom as a supreme value and the proper ordering principle for any society aiming to maximize spiritual and material welfare, then every invasion of freedom must be emphatically identified and resisted with undying spirit.

Austerity doesn’t negatively affect growth

Kevin A. Hassett 5/25 is the director of economic-policy studies at the American Enterprise Institute, “Cut to grow,”  The National Review, 6/11/12

Supporters of austerity do not deny that government spending can have this impact on GDP growth, but they emphasize another effect that the Keynesians tend to ignore: the expectational effect. This term refers to the positive effect on consumption and investment that occurs when unsustainable government spending policies have been curtailed. Cutting government spending reduces government activity, but this change might be offset by an increase in private activity, since, no longer expecting a dramatic future tax hike, consumers and investors might be willing to spend more. The traditional Keynesian effect is the short-term negative impact that reduced government spending irrefutably has on GDP growth. If austerity measures cut spending dramatically, the question is: Which effect dominates, the expectational one or the Keynesian one? Opinions vary widely. But what do the data say?

The nearby chart is a scatter plot of data concerning changes in government spending and GDP growth in the  United States and the European members of the Organization for Economic Co-operation and Development (OECD). Since, as Professor Blinder notes, the impact of government spending on GDP growth might be spread out over a year or so, the chart plots (on the X-axis) the percentage-point change in government spending between 2009 and 2010, and (on the Y-axis) the percent-point change in GDP from 2010 to 2011. Data for 2012 are not provided because they are not available yet; Greece and Ireland are excluded because they are extreme outliers. 

The green regression line highlights the most important takeaway from this chart: that there is no obvious relationship between a decrease in government spending and a decrease in GDP. Keynesians would expect the line to slope upward; in fact, it slopes slightly downward. But the slope of the line is not significantly different from zero (in fact, this is true whether or not the analysis includes the two outliers, Greece and Ireland).

A possible explanation is that the two effects mentioned earlier—the expectational one and the Keynesian one—cancel each other out. GDP is lower as a result of government-spending cuts, but GDP hasn’t plummeted (except in Greece, which is a story of its own) because of the positive expectational effect, the hope of better days to come.

The chart has two policy implications. First, austerity has not caused even near-term harm to countries that have undertaken it. Second, austerity is something of a free lunch. This is because, as studies (such as a 2010 paper by economists Andreas Bergh and Martin Karlsson) show, longer-run growth is higher in countries with smaller governments. Nations that reduce spending today can do so without fearing that the longer-run growth is beingpurchased with a costly near-term recession.

Bergh & Karlsson know what they are talking about

Andreas Bergh & Karlsson 10 is a research fellow at the Ratio Institute in Stockholm, Martin Karlsson of the Institute of Ageing, University of Oxford, “Government size and growth: accounting for economic freedom and globalization,” Public Choice
Romero-Avila and Strauch (2008) study 15 EU countries over the 1960–2001 period and find a negative relationship between growth and both public consumption and total government revenue. Similarly, Fölster and Henrekson (2001) analyze a sample of rich countries over the 1970–1995 period and find a fairly robust negative correlation between growth and total government expenditures and a slightly less robust negative correlation between growth and total tax revenue (both measured as GDP shares). These results were, however, questioned by Agell et al. (2006). The conclusion of the debate is that the correlation may be less robust when only OECD countries are included, and that the direction of causality is difficult to establish using instrumental variables. Our paper contributes in several ways. First, we note that none of the studies mentioned above controls for any measure of institutional quality, and there is strong reason to suspect that this affected the results. With the data used by 3 Fölster and Henrekson (2001), we examine how the results change when we add the 2008 versions of the Economic Freedom Index from the Fraser Institute and the Globalization index from the KOF Institute to the regressions. Second, instead of running a few regressions with selected control variables to examine the robustness of our results, we use the Bayesian averaging over classical estimates (BACE) algorithm (developed by Doppelhofer et al. 2004) to run all possible combinations of the 17 variables used by Fölster and Henrekson (2001) and four sub-dimensions of the Economic Freedom Index. Finally, we examine how the results change when we update the dataset and add new data covering the 1970–2005 period. Our results indicate that the negative effect of taxes on growth during the 1970– 1995 period is highly robust and at least as big as indicated by previous studies. Expanding the sample period and updating the data strengthens the results, as government expenditures are also deemed robust by the BACE analysis. Furthermore, we also find that freedom to trade, as measured by the Economic Freedom Index, was positively related to growth during the 1970–2005 period. While our results do not settle the issue of causality, the analysis indicates that the negative relationship between government size and growth holds even when controlling for economic freedom and globalization. We also find support for the idea that countries with big government can use economic openness to mitigate the negative growth effects of taxes and public expenditures. 

Keynesianism Fails---Evidence Indict---2NC
Prefer our evidence---Keynes fit the data to the theory
Ron Ross 11 Ph.D, economist, writer for The American Spectator, “Fatal Flaws of Keynesian Economics,” http://spectator.org/archives/2011/07/22/fatal-flaws-of-keynesian-econo/1
Not Evidence-Based Much of the difference between the two schools of thought can be explained by differences in their methodologies. Keynes was not known for his research or empirical efforts. Keynesianism is definitely not an evidence-based model of how the economy works. So far as I know, Keynes did no empirical studies. Friedman was a far more diligent researcher and data collector than was Keynes. Friedman fit the theory to the data, rather than vice versa. The Keynesian disregard for evidence is reflected in their advocacy for more stimulus spending even in the face of the obvious failure of the what's already been spent. At a minimum, we are due an explanation of why it hasn't worked. (Don't expect that to be forthcoming, however). Failure to Consider Incentives
***OFFENSE***

Keynesianism Bad---Private Crowd Out/Debt
Spending fails---simply takes away resources from productive sectors of the economy
Chris Edwards 11 is the director of tax policy studies at the Cato Institute and editor of www.Downsizing Government.org “The Case for Cuts” Nov/Dec http://www.cato.org/pubs/policy_report/v33n6/cprv33n6-1.pdf
The economic damage from rising government spending is caused by two basic factors. First, the spending itself transfers resources from higher-valued private uses to lower-valued government uses. Because the government is already so large, new spending very likely has a negative return and thus reduces GDP. Second, the financing of rising spending causes damage. Taxes impose distortions, or “deadweight losses,” on the economy that come in addition to the costs on the private economy of the money seized by the government. If tax rates on working and investing are increased, for example, GDP will shrink because there will be less working and investing. 
The loss in private sector activity o/w---kills econ
Chris Edwards 11 is the director of tax policy studies at the Cato Institute and editor of www.Downsizing Government.org “Federal Spending Doesn't Work” July 1, http://www.cato.org/publications/commentary/federal-spending-doesnt-work
The government's leaky bucket
Let's take a look at how government spending damages the economy over the long run. Spending is financed by the extraction of resources from current and future taxpayers. The resources consumed by the government cannot be used to produce goods in the private marketplace. For example, the engineers needed to build a $10 billion government high-speed rail line are taken away from building other products in the economy. The $10 billion rail line creates government-connected jobs, but it also kills at least $10 billion worth of private jobs.
Indeed, the private sector would actually lose more than $10 billion in this example. That is because government spending and taxing creates "deadweight losses," which result from distortions to working, investment and other activities. The CBO says that deadweight loss estimates "range from 20 cents to 60 cents over and above the revenue raised." Harvard University's Martin Feldstein thinks that deadweight losses "may exceed one dollar per dollar of revenue raised, making the cost of incremental governmental spending more than two dollars for each dollar of government spending." Thus, a $10 billion high-speed rail line would cost the private economy $20 billion or more.
The government uses a "leaky bucket" when it tries to help the economy. Former chairman of the Council of Economics Advisors, Michael Boskin, explains: "The cost to the economy of each additional tax dollar is about $1.40 to $1.50. Now that tax dollar … is put into a bucket. Some of it leaks out in overhead, waste and so on. In a well-managed program, the government may spend 80 or 90 cents of that dollar on achieving its goals. Inefficient programs would be much lower, $0.30 or $0.40 on the dollar." Texas A&M economist Edgar Browning comes to similar conclusions about the magnitude of the government's leaky bucket: "It costs taxpayers $3 to provide a benefit worth $1 to recipients."

The larger the government grows, the leakier the bucket becomes. On the revenue side, tax distortions rise rapidly as tax rates rise. On the spending side, funding is allocated to activities with ever lower returns as the government expands. Figure 2 illustrates the consequences of the leaky bucket. On the left-hand side, tax rates are low and the government initially delivers useful public goods such as crime reduction. Those activities create high returns, so per-capita incomes initially rise as the government grows.
As the government expands further, it engages in less productive activities. The marginal return from government spending falls and then turns negative. On the right-hand side of the figure, average incomes fall as the government expands. Government in the United States — at more than 40 percent of GDP — is almost certainly on the right-hand side of this figure.
In his 2008 book, Stealing from Ourselves, Professor Browning concludes that today's welfare state reduces GDP — or average U.S. incomes — by about 25 percent. That would place us quite far to the right in Figure 2, and it suggests that federal spending cuts would substantially increase U.S. incomes over time.
All the official projections show rivers of red ink for years to come unless federal policymakers enact major budget reforms. Unless spending is cut, the United States is headed for economic ruin. We need to cut entitlements, domestic discretionary programs and defense spending, as Cato has detailed at www.DownsizingGovernment.org.



Cutting spending would boost the economy because many federal programs have very low or negative returns. Many programs cause severe economic distortions. Other programs damage the environment and restrict individual freedom. And the federal government has expanded into hundreds of areas that would be better left to state and local governments, businesses, charities and individuals.

Federal spending crowds out private sector spending---empirics prove stimulus efforts fail
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html
The illusion that new employment results from the stimulus package is understandable because the jobs created by it are visible, whereas jobs lost due to the stimulus are much less transparent. When several hundred million dollars are spent building a 79-mile per hour railroad from Cleveland to Cincinnati, we will see workers improving railroad track, building new rail cars, and so on. In fact, we can directly count the number of jobs supported by stimulus dollars and report them on a website (www.recovery.gov currently reports that 608,317 workers received stimulus monies in the 4th quarter of 2009). At the same time, however, the federal spending invisibly crowds out private spending.
This happens regardless of how higher federal spending is financed. Tax financing (not done in this case) reduces the after-tax return to workers and investors, leading them to reduce the resources they provide. Deficit-financing (borrowing) tends to push up interest rates and, more generally, eats up dollars that would otherwise have gone toward private lending and investment. Inflationary financing (roughly the Fed printing money — a fear in this situation) reduces investor confidence, lowers the real value of some financial assets, and leads to falling investment. Of course we do not register these "job losses" on the mainstream statistical radar because they are jobs that would have been created, absent the government spending, but never were — hence their invisibility.
Debt kills economy growth---it’s a leaky bucket
Chris Edwards 11 is the director of tax policy studies at the Cato Institute and editor of www.Downsizing Government.org “The Case for Cuts” Nov/Dec http://www.cato.org/pubs/policy_report/v33n6/cprv33n6-1.pdf
If new government spending is financed by debt, that pushes the damage of higher taxes into the future. But the rising debt itself will create economic uncertainty and a greater risk of financial crises. Recent academic research also indicates that economic growth tends to fall as gross government debt rises above about 90 percent of GDP, and gross federal debt in the United States has already surpassed that at about 100 percent of GDP. Stanford University’s Michael Boskin calls government spending a “leaky bucket” because the benefits are a fraction of the costs. For every $1 spent on a government program, the required taxes cause about $1.50 of damage to the private economy. And because programs are so inefficient, every $1 dollar of spending may only produce a return of perhaps 50 cents. Thus, “it costs taxpayers $3 toprovide a benefit worth $1 to recipients,” notes Texas A&M University’s Edgar Browning. 
The larger the government grows, the leakier the bucket becomes. On the revenue side, tax experts agree that economic distortions rise rapidly as marginal tax rates rise. On the spending side, funding is allocated to activities with ever lower returns as the government expands. In his 2008 book on government spending, Stealing From Ourselves, Browning concludes that our excessively large government reduces average U.S. incomes by about 25 percent. If spending keeps on rising, American incomes will be pushed down even further. 
Kills the econ
Chris Edwards 11 is the director of tax policy studies at the Cato Institute and editor of www.Downsizing Government.org “The Case for Cuts” Nov/Dec http://www.cato.org/pubs/policy_report/v33n6/cprv33n6-1.pdf
CONCLUSION Unless rising spending and debt are cut, we may be headed for years—even decades— of sluggish economic growth and frequent financial crises. Hopefully, Americans will reject a future of crippling debt and growing government power, and the results of the 2010 elections suggest that the public has already started to revolt. Reform-minded policymakers have their work cut out for them. The small cuts of the 2011 Budget Control Act won’t be enough. Our budget problems are so large that policymakers need to start terminating whole programs and agencies, and the sooner they get started the less of a debt anchor they will put around the necks of the next generation. 
Keynesian economics is flawed---ignores hidden tradeoffs---can’t create wealth
Boaz 11 David Boaz is the executive vice president of the Cato Institute. He is the author of Libertarianism: A Primer, the editor of The Libertarian Reader and other books, and the author of the entry on libertarianism in Encyclopaedia Britannica, 6/27, “Obama, Clinton, Keynes, and the Enduring Mysteries of Job Creation,” http://www.cato.org/publications/commentary/obama-clinton-keynes-enduring-mysteries-job-creation

Assuming this story is true, it seems to underline the absurdity of the whole "make-work" theory. Keynes's vandalism is just a variant of the broken-window fallacy that was exposed by Frederic Bastiat, Henry Hazlitt, and many other economists: A boy breaks a shop window. Villagers gather around and deplore the boy's vandalism. But then one of the more sophisticated townspeople, perhaps one who has been to college and read Keynes, says, "Maybe the boy isn't so destructive after all. Now the shopkeeper will have to buy a new window. The glassmaker will then have money to buy a table. The furniture maker will be able to hire an assistant or buy a new suit. And so on. The boy has actually benefited our town!"
But as Bastiat noted, "Your theory stops at what is seen. It does not take account of what is not seen." If the shopkeeper has to buy a new window, then he can't hire a delivery boy or buy a new suit. Money is shuffled around, but it isn't created. And indeed, wealth has been destroyed. The village now has one less window than it did, and it must spend resources to get back to the position it was in before the window broke. As Bastiat said, "Society loses the value of objects unnecessarily destroyed."


And the story of Keynes at the sink is the story of an educated, professional man intentionally acting like the village vandal. By adding to the costs of running a restaurant, he may well create additional jobs for janitors. But the restaurant owner will then have less money with which to hire another waiter, expand his business, or invest in other businesses. Before Keynes showed up in town, let us say, the town had three restaurants among its businesses, each with neatly stacked towels for guests. After Keynes's triumphant speaking tour to all the Rotary Clubs in town, the town is exactly as it was, except the three restaurants are left to clean up the disarray. The town is very slightly less wealthy, and some people in town must spend scarce resources to restore the previous conditions.

As Jerry Jordan wrote in the Cato Journal, the real challenge for society is not creating jobs but creating wealth — that is, a higher standard of living for more people. There are many destructive ways, beyond messing up the towels in a restroom, to create jobs.
I am reminded of a story that a businessman told me a few years ago. While touring China, he came upon a team of nearly 100 workers building an earthen dam with shovels. The businessman commented to a local official that, with an earth-moving machine, a single worker could create the dam in an afternoon. The official's curious response was, "Yes, but think of all the unemployment that would create." "Oh," said the businessman, "I thought you were building a dam. If it's jobs you want to create, then take away their shovels and give them spoons!"

And there's your question for President Obama: Do you really think the United States would be better off if we didn't have ATMs and check-in kiosks? (As it happens, ATMs have helped banks to serve customers, save money, and open more branches, but they apparently haven't eliminated the need for tellers: "'At the dawn of the self-service banking age in 1985, for example, the United States had 60,000 automated teller machines and 485,000 bank tellers. In 2002, the United States had 352,000 ATMs — and 527,000 bank tellers. ATMs notwithstanding, banks do a lot more than they used to and have a lot more branches than they used to.' More recently, the Bureau of Labour Statistics reports there were 600,500 bank tellers in 2008, and the BLS projects this number will grow to 638,000 by 2018.") And do you think we'd be better off if we mandated that all these "shovel-ready projects" be performed with spoons?

In his 1988 book The American Job Machine, the economist Richard B. McKenzie pointed out an easy way to create 60 million jobs: "Outlaw farm machinery." The goal of economic policy should not be job creation per se; it should be a growing economy that continually satisfies more consumer demand. And such an economy will be marked by creative destruction. Some businesses will be created, others will fail. Some jobs will no longer be needed, but in a growing economy more will be created. In 2004 Brink Lindsey noted that "total U.S. private-sector employment rose by 17.8 million during the decade from 1993 to 2002 [despite job losses in the recession years of 2001 and 2002]. To produce that healthy net increase, a breathtaking total of 327.7 million jobs were added, while 309.9 million jobs were lost." That means that in a typical non-recession year some 32.9 million jobs were created, while 30.3 million were lost. In a world of constant creative destruction, it's absurd to suggest that slow employment growth is a result of ATMs and check-in kiosks.

Keynesianism Bad---Long Term O/W

Long term effects o/w---free stimulus doesn’t exist
Antony Davies et. al 12 is an associate professor of economics at Duquesne University, Bruce Yandle isdistinguished adjunct professor of economics at George Mason, Derek Thieme is a Mercatus Center MA Fellow, and Robert Sarvis is a Mercatus Center MA Fellow, Working Paper, No. 12-12, April, “THE U.S. EXPERIENCE WITH FISCAL STIMULUS: A Historical and Statistical Analysis of U.S. Fiscal Stimulus Activity, 1953- 2011,” http://mercatus.org/sites/default/files/publication/US-Experience-Fiscal-Stimulus.pdf
In a 2011 publication, John A. Taylor examines data for three stimulus programs that occurred in 2001, 2008, and 2009. 60 The programs included both tax rebates and increased spending. Taylor finds that individuals receiving tax rebates used most of the funds to pay off debt and increase savings; the rebates did not significantly stimulate consumption spending. State governments receiving funds substituted those funds largely for planned spending using their own revenues and also used the funds to support transfer programs already in place. Taylor reaches the following conclusion: In sum, this empirical examination of the direct effects of the three countercyclical stimulus packages of the 2000s indicates that they did not have a positive effect on consumption and government purchases, and thus did not counter the decline in investment during the recessions as the basic Keynesian textbook model would suggest. Individuals and families largely saved the transfers and tax rebates. The federal government increased purchases, but by only an immaterial amount. State and local governments used the stimulus grants to reduce their net borrowing (largely by acquiring more financial assets) rather than to increase expenditures, and they shifted expenditures away from purchases toward transfers. 61 Taylor ends his paper by speaking to another important question: Without stimulus spending, would the economic situation have deteriorated even more? He concludes that the stimulus programs did not reduce job losses or add new jobs. In an earlier paper, Freedman and others of the International Monetary Fund (IMF) use the IMF’s Global Integrated Monetary and Fiscal Model to compute short-run multipliers of fiscal stimulus measures and long-run crowding-out effects of higher debt. 62 Their work is noteworthy in that their findings relate to the world economy and include estimates for short-run stimulus effects as well as long-run effects when the stimulus leads to an increase in debt that must be financed. The model addresses both fiscal and monetary policy actions and includes a financial accelerator mechanism that accounts for difficulties business firms encounter when seeking additional credit to finance investments. The authors also assume that consumer budget constraints limit flexibility during a downturn. Freedman and others summarize their findings this way: We find that the multipliers of a two-year fiscal stimulus package range from 1.3 for government investment to 0.2 for general transfers, with targeted transfers closer to the upper end of that range and tax cuts closer to the lower end. In the presence of monetary accommodation and a financial accelerator mechanism multipliers are up to twice as large, as accommodation lowers real interest rates, which in turn has a positive effect on corporate balance sheets and therefore on the external finance premium. As for crowdingout, a permanent 0.5 percentage points increase in the U.S. deficit to GDP ratio leads to a 10 percentage points increase in the U.S. debt to GDP ratio in the long run. Servicing this higher debt raises the U.S. tax burden and world real interest rates in the long run, thereby eventually reducing U.S. output by between 0.3 and 0.6 percent, with the size of the output loss again depending on the distortionary effects of the fiscal instrument. These output losses are larger than the corresponding short-run stimulus effects for the same instruments. But much more importantly, they are also permanent. The real interest rate effect (but not the tax burden effect) affects the rest of the world equally and accounts for output losses of around 0.2 percent. 63 To summarize, the study indicates that the stimulus multiplier varies widely depending on the targeted use of funds. Such things as investment in infrastructure carry a 1.3 multiplier whereas transfer payments for such things as unemployment benefits have a multiplier of 0.2. When funded by debt that must be financed over many years, the investment multiplier falls by as much as 50 percent and the transfer multiplier becomes negative. We call special attention to the crowding-out finding. Here, we find a long-run price must be paid for short-run stimulus. Indeed, the long effects swamp the short-run gains. There is no such thing as free stimulus. We close our review of stimulus effectiveness with Barro and Redlick. 64 Their research has received much attention because of its low multiplier value estimate and because Barro has criticized the Obama administration’s stimulus package and promises. 65 The multipliers the Obama administration assumed when evaluating the $787 billion stimulus average 1.48. 66 The multipliers were time-phased on a quarterly basis for 1 to 16 quarters. The Barro–Redlick multiplier estimate ranges from 0.6 to 0.7, which is less than half the size of the Romer–Zandi assumption. In the Romer–Zandi case, a $787 billion increase in spending would lead to a $1.16 trillion increase in GDP. In the Barro–Redlick case, the same spending increase would yield a $550 billion increase, if the 0.7 estimate is used. 67 If we adopt the Freedman study estimates, there will be no long-term gain. Indeed, stimulus spending will cause economic losses overall. 

Keynesianism bad---empirically denied, and long-term harms outweigh

Chris Edwards 11 Edwards is the director of Tax policy studies @ CATO, “The Stimulus Bill and Government Spending,” 2/16, http://www.cato.org/publications/congressional-testimony/stimulus-bill-government-spending
Federal spending has soared over the past decade. As a share of gross domestic product, spending grew from 18.2 percent in fiscal 2001 to 24.7 percent by fiscal 2011. The causes of this expansion include the costs of overseas wars, growing entitlement programs, rising spending on domestic programs such as education, and the 2009 stimulus bill. Two years after passage of the $821 billion stimulus package, it appears to have been a very expensive failure of Keynesian fiscal policy.1 Note that the total Keynesian stimulus in recent years included deficit spending of $459 billion in FY2008, $1.4 trillion in FY2009, $1.3 trillion in FY2010, and $1.5 trillion in FY2011. Despite all that deficit spending, U.S. unemployment remains stuck at high levels and the recovery is sluggish compared to prior recoveries. Economists debate how much of a "sugar high" increased government spending can provide to the economy in the short-run. Obama administration economists think that the Keynesian "multipliers" from spending are large, but many macroeconomists think that they are small because added government spending mainly just displaces private-sector activities.2 In the long-run, there is little doubt that additional government spending reduces our standard of living because of the build-up of debt. Future taxpayers will bear the burden of the $821 billion stimulus plus hundreds of billions of dollars in related interest costs. Harvard’s Robert Barro has calculated that the future damage caused by the 2009 stimulus bill substantially outweighed any short-term benefits it may have had.3 Keynesian fiscal policy, which has dominated Washington in recent years, has pushed the nation closer to a financial and economic disaster in the years ahead. Keynesianism is an economic dead-end, and it should be abandoned. Policymakers should change their focus from short-term fiscal manipulations to long-term spending control. Long-Run Costs of Government Spending The federal government will spend $3.7 trillion this year financed by a huge extraction of resources from current and future taxpayers. That extraction comes at a large cost. The resources consumed by the government cannot be used to produce goods in the private sector. For example, the engineers working on a $1 billion government high-speed rail scheme are precluded from building goods to satisfy real consumer needs in the marketplace. Policymakers tout the jobs created by the $1 billion of spending, but they usually overlook the $1 billion of private activities that are displaced. The private sector would actually lose more than $1 billion in this example. That is because government spending and taxing creates "deadweight losses," which are costs caused by distortions to working, investment, entrepreneurship, and other productive activities. Economists provide a range of estimates for the size of deadweight losses. The CBO says that "typical estimates of the economic cost of a dollar of tax revenue range from 20 cents to 60 cents over and above the revenue raised."4 Economist Martin Feldstein concludes that "the deadweight burden caused by incremental taxation ... may exceed one dollar per dollar of revenue raised, making the cost of incremental governmental spending more than two dollars for each dollar of government spending."5 Thus, a $1 billion high-speed rail scheme would cost the private economy $2 billion or more. When it intervenes in markets, the government uses a "leaky bucket" because of the damage it causes on both the tax and spending sides. Economist Michael Boskin explains: "The cost to the economy of each additional tax dollar is about $1.40 to $1.50. Now that tax dollar ... is put into a bucket. Some of it leaks out in overhead, waste, and so on. In a well-managed program, the government may spend 80 or 90 cents of that dollar on achieving its goals. Inefficient programs would be much lower, $.30 or $.40 on the dollar."6 The larger the government grows, the leakier the bucket becomes because tax distortions rise rapidly as tax rates rise and spending is allocated to activities with ever lower returns.7 Figure 1 illustrates the consequences of the governmentâ€™s leaky bucket. On the left-hand side of the figure, tax rates are low and the government initially delivers important public goods such as crime reduction and the enforcement of contracts. Those activities create high rate of returns, so per-capita incomes initially rise as the government grows. As government expands further, however, it engages in less and less productive activities. The marginal return from government spending falls and then turns negative. On the right-hand side of the figure, average incomes fall as the government expands. Government in the United States is almost certainly on the right-hand side of this figure — it has expanded far beyond the optimal point that maximizes the nationâ€™s well-being. For evidence, see www.downsizinggovernment.org, which catalogs the ongoing failures of many federal government agencies. Policymakers should think about these realities when they are presented with new ideas for spending. For example, in his State of the Union address, President Obama promoted new government "investment" spending. But given how much the government already spends and the large distortions created by the tax system at the margin, it is extremely unlikely that the government could find new projects with sufficiently high returns to make them worthwhile.

Stimulus failed and long term harms outweigh
Chris Edwards 11 is the director of tax policy studies at the Cato Institute and editor of www.Downsizing Government.org “Federal Spending Doesn't Work” July 1, http://www.cato.org/publications/commentary/federal-spending-doesnt-work
Government spending doesn't stimulate There is renewed talk in Washington about further spending measures to try and stimulate the weak economy. That idea is remarkably naïve and misguided. It is now more than two years after passage of the $821 billion stimulus package in 2009, and it is obvious that that effort was a hugely expensive Keynesian policy failure. The Obama administration's attempt to pump up "aggregate demand" in the economy simply hasn't worked. In Keynesian theory, the total amount of deficit spending is the amount of "stimulus" delivered to the economy. Well, we've had deficit spending of $459 billion in 2008, $1.4 trillion in 2009, $1.3 trillion in 2010 and $1.4 trillion in 2011. Yet despite that enormous deficit-spending stimulus, U.S. unemployment remains stuck at more than 9 percent and the recovery is very sluggish compared to prior recoveries. Indeed, the current recovery appears to be slower than any since World War II, according to a recent Joint Economic Committee study.
Obama administration economists had claimed that the Keynesian "multipliers" from government spending are large, meaning that spending would give a big boost to GDP. But other economists have found that Keynesian multipliers are actually quite small, meaning that added government spending mainly just displaces private-sector activities. Stanford University economist John Taylor took a detailed look at GDP data over recent years, and he found little evidence of any benefits from the 2009 stimulus bill. Any "sugar high" to the economy from recent increases in government spending was at best very small and short-lived.

The reality is that Washington is very bad at trying to micromanage short-term economic performance. Its failed stimulus actions have just put the nation further into debt, which will harm our long-term prosperity. Harvard University's Robert Barro calculated that any short-term benefit that the 2009 stimulus bill may have provided is greatly outweighed by the future damage caused by higher taxes and debt.

Keynesianism Bad---Liberty

Federal spending destroys liberty
Chris Edwards 11 is the director of tax policy studies at the Cato Institute and editor of www.Downsizing Government.org “The Case for Cuts” Nov/Dec http://www.cato.org/pubs/policy_report/v33n6/cprv33n6-1.pdf
This essay focuses on economics, but the damage caused by rising spending is much broader. The larger Washington becomes, the more it is creating a top-down bureaucratic society that is alien to American tradition of individual liberty. Growing federal power is destroying diversity and innovation in state and local governments by imposing a web of one-size-fits-all rules. New federal spending programs nearly always come with a raft of regulations that reduce freedom and choice, such as the individual mandate in the 2010 health law. In sum—whether or not we run trillion-dollar deficits—federal spending cuts are beneficial because they disperse power and expand freedom. 
Sing along if you know the words
Petro 74 Sylvester, Professor of Law at Wake Forest University, University of Toledo Law Review, p.480
However, one may still insist, echoing Ernest Hemingway – “I believe in only one thing: liberty.” And it is always well to bear in mind David Hume’s observation: “It is seldom that liberty of any kind is lost all at once.”  Thus, it is unacceptable to say that the invasion of one aspect of freedom is of no import because there have been invasions of so many other aspects.  That road leads to chaos, tyranny, despotism, and the end of all human aspiration.  Ask Solzhenitsyn.  Ask Milovan Djilas.  In sum, if one believes in freedom as a supreme value and the proper ordering principle for any society aiming to maximize spiritual and material welfare, then every invasion of freedom must be emphatically identified and resisted with undying spirit.

Keynesianism Bad---Investment

Deficits cause investor freakout
Jason E. Taylor & Vedder 10 is professor of economics at Central Michigan University and Richard K. Vedder is distinguished professor of economics at Ohio University and adjunct scholar at the American Enterprise Institute, “Stimulus by Spending Cuts: Lessons from 1946,” Cato Policy Report, May/June 2010, http://www.cato.org/pubs/policy_report/v32n3/cp32n3-1.html
Furthermore, the multi trillion dollar deficits to finance the stimulus as well as government bailout money from TARP have to be financed, and the possibility that the Federal Reserve would engage in inflationary financing of this new federal debt has clearly unnerved many investors. Since the November 2008 election, the price of gold has risen 50 percent because of growing inflationary fears. Yet another example is the government's continual extension of unemployment benefits beyond the customary maximum 26 weeks (most recently at the beginning of March). While most would agree that unemployment insurance provides short term relief to those who must seek new work, many studies confirm what common sense says we should expect — the longer the time frame people are eligible for such benefits, the longer it takes for unemployment rates to fall. In 2009 the average duration of unemployment nearly doubled, and today, well over 40 percent of those unemployed have been out of work over six months. While the poor labor market is to blame for much of this jump in duration, there can be no doubt that incentives to obtain new employment have been, and will continue to be, tempered by governmental action which has extended unemployment insurance to many through the end of 2010. Finally, it is clear that the government stimulus has not provided any kind of positive placebo-type effect on consumer and business confidence. As mentioned earlier, survey data show that such measures of confidence continue to linger around the lowest levels seen in a generation. In fact, a simple econometric model consisting of two explanatory variables — government spending as a percent of total output and the rate of inflation, can explain the vast majority of the changes in stock market prices in modern times — and stock market valuations are a good indicator of confidence. Stock prices fall with growing government involvement in the economy or with rising inflation. The sharp rise in the government's share of output in the last decade and the threat of greater inflation in the next one are important factors behind the 30 percent decline in the inflation-adjusted Dow Jones Industrial Average since 2000. Eye-popping deficits of the past year have lowered optimism about the future, kept stock prices depressed, and reduced key elements in new investment spending. These negative side effects of the stimulus spending are certainly slowing down the recuperative process that market forces are attempting to generate. CONCLUSION The conversation has begun regarding the nation's exit strategy from the unsustainable fiscal and monetary stimulus of the last two years. Our soaring national debt will not only punish future generations but is also causing concern that our creditors may bring about a day of reckoning much sooner (the Chinese have recently become a net seller of U.S. government securities). There are fears that the Fed's policy of ultra-low interest rates may bring new asset bubbles and begin the cycle of boom and bust all over again.

Keynesianism Bad---Macroeconomic Instability
Even if stimulus is good in the abstract, its applications fail
Matthew Mitchell 12 is a senior research fellow at the Mercatus Center at George Mason University, Ph.D, “WHAT CAN GOVERNMENT DO TO CREATE JOBS?” http://mercatus.org/sites/default/files/publication/What_Can_Government_Do_To_Create_Jobs_0.pdf
EXERCISE HUMILITY Given the millions of Americans who remain unemployed, it may be tempting to look at some of the larger multiplier estimates and conclude that we ought to roll the dice and pursue further stimulus. Indeed, the president has recently called for $30 billion to modernize schools, $50 billion to improve surface transportation, $10 billion to establish and fund an infrastructure bank, and $15 billion to rehabilitate vacant property I cannot tell you what level of risk is acceptable to take with the American economy. But further stimulus at this point is indeed risky. In fact, there are compelling reasons to expect it would do more harm than good. These are not just theoretical concerns. Studying 91 countries, economists Antonio Fatás and Ilian Mihov have found that, “Governments that use fiscal policy aggressively induce significant macroeconomic instability,” and that, “The volatility of output caused by discretionary fiscal policy lowers economic growth by more than 0.8 percentage points for every percentage point increase in volatility.” 11 One problem is that there is a wide gulf between the way stimulus advocates say stimulus ought to be implemented and the way it actually is implemented in practice. Keynesian economist and former presidential economic advisor Lawrence Summers has offered a widely accepted summary of how— ideally—fiscal stimulus ought to be applied. 12 He notes that fiscal stimulus “can be counterproductive if it is not timely, targeted, and temporary.” In reality, however, it is very difficult to simultaneously meet all three criteria. Consider each in turn.
Keynesianism Bad---Green Tech

Green Keynesianism fails and destroys the economy---oil and natural gas supplies are sustainable

Bradley 12 Robert Bradley is an adjunct scholar of the Cato Institute, is CEO of the Institute for Energy Research in Houston, and author of Climate Alarmism Reconsidered, 5/28, “President Obama's Malthusian New Deal: Recovery Not,” http://www.cato.org/publications/commentary/president-obamas-malthusian-new-deal-recovery-not

With unemployment high, economic recovery elusive, and gasoline prices near record levels, the term Great Recession has joined the economic infamy list that is only topped by the 1930s Great Depression. Enter Barack Obama as the new-age FDR, ready to lead us back to prosperity with his newly unfurled election-year “to do” list for Congress. But this is not your grandfather’s New Deal. While premised on the fallacious Keynesian notion that government spending brings prosperity, Obama’s fare has a distinct environmentalist dogma. FDR had the New Deal; Obama’s is a Malthusian New Deal. Like FDR’s seventy years ago, green Keynesianism is also at odds with wealth creation and true recovery. Obama’s mantra can be traced all the way back to a 1798 tract, An Essay on the Principle of Population, in which Thomas Malthus laid out a dystopian vision of human population growth outrunning agricultural productivity, requiring war, disease, and other “misery or vice” to reduce the number of mouths to feed. Mankind was forever destined to subsistence living in his view. Fortunately, economic freedom and human ingenuity intervened. People turned out to be the solution, not the problem. Agricultural productivity soared, and Malthus was refuted. But the idea of the earth’s limited “carrying capacity” graduated from Malthus’s agriculture to mineral resources, including oil and gas. Terms such as “peak oil” took root in the 1970s and intensified in the 1990s forward. So here is the rub. Obama’s so-called growth plan is top heavy on a fallacious neo-Malthusian limits-to-growth thinking. Yet the supposedly depleting energies that Obama policy is trying to phase down (or phase out as is the case with coal) are booming—and their “green” substitutes are a predictable bust. Think back to when the newly elected Obama picked advisors and department heads collectively called the “green dream team.” These neo-Malthusians engineered the 2009 stimulus plan’s $79 billion for ‘green’ initiatives, according to the nonprofit Environment California. Such went to wind, solar, conservation, and transportation projects that would otherwise be uneconomical, as judged by self-interested consumers. Since then, tens of billions of dollars more have gone to the politically correct, market incorrect energy initiatives. Yet wind, solar, and batteries are inferior job creators. A July 2011 Brookings study found that between 2003 and 2010, the government green-job expansion was 20 percent below that of the overall economy. And the real story has been in the last two years when the artificial, transitory Malthusian job plan imploded, as evidenced by green layoffs at Solyndra, Ener1, Range Fuels, and Beacon Power Corp, among other firms. Worst still, taxpayers were stuck with the bill. Don’t forget what Obama did not get: a House-passed cap-and-trade bill to limit emissions of carbon dioxide and other greenhouse gases. Obama’s initial budget estimated $646 billion in auction revenues from carbon permits, but Jason Furman, deputy director of the National Economic Council, warned that the back-door tax could be “two-to-three times” greater—as much as $1.9 trillion over ten years. The bill that was mercifully killed in the Senate would have cost the average American household $890 in 2020, according to the Congressional Budget Office. Cap-and-trade is dead, but the green dream lives on in the out-of-control budget deficit. Obama’s current Congressional to-do list includes even more fiscal support for the green energy sector, including extending a 30 percent tax credit to investments in clean energy manufacturing. Compare the above to the real energies that consumers prefer and that taxpayers do not have to subsidize. Here, this administration has also been doing its utmost (within election-year political constraints) to stifle production from our traditional and abundant domestic energy resources. Thwarting homegrown oil and gas has not been easy for Obama. The U.S. has an enormous bounty of untapped economically recoverable wealth — an estimated 273 trillion cubic feet of natural gas and 1.7 trillion barrels of oil. Hydraulic fracturing can develop these reserves and boost our economy, without compromising the environment. The Barnett shale, for example, supports 100,000 jobs in northern Texas alone, while natural gas production in the Marcellus has doubled this to Pennsylvania’s economy. North Dakota’s Bakken Shale play has turned the state almost overnight into an oil Mecca. Yet the hostility of many Obama administration officials to “fracking” technology is another instance of Malthusian governance at odds with consumers, taxpayers, and the general economy. Lifting unnecessary restrictions on new oil and gas production would immediately boost economic output, and not just in the energy sector. An analysis from PricewaterhouseCoopers found that every new oil and gas job supports an additional three jobs across the rest of the economy. And so we are left with the irony of an Administration working to make the most attractive, taxpayer-free energies more expensive in the name of saving us from ourselves. “We have met the enemy and he is us” applies to Obama, not to citizens who want plentiful, affordable, reliable energy. The Malthusian New Deal has failed to create sustainable jobs and has left government budgets further in the red. Americans are not ready to settle for diminished standards of living in pursuit of a false green dream. Developing our abundant natural resources, not artificially imposing scarcity, must be a pillar of the economic recovery to come. 

Keynesianism Bad---State Budget Malthus
The problem is debt, not budget shortfalls---federal money avoids long-term economic reforms that ensures future economic collapse

Chris Edwards 11 Edwards is the director of Tax policy studies @ CATO, “The Stimulus Bill and Government Spending,” 2/16, http://www.cato.org/publications/congressional-testimony/stimulus-bill-government-spending
Aid to the States Should be Cut, Not Increased

The 2009 stimulus bill included substantial aid to state and local governments. The view was that the states were hard hit by the recession and they needed emergency federal help. In recent years, news stories have suggested that state budgets have been radically slashed in devastating ways.

The reality is different. Overall state and local government spending has not been slashed. Most states did have to tighten their belts during the recession, but that is entirely reasonable as families and businesses had to do the same. Furthermore, recent belt-tightening came after years of robust state spending growth.

Figure 3 shows that total state and local government spending rose 55 percent between 2000 to 2008, based on Bureau of Economic Analysis data.14 State and local spending leveled out in 2009, and then it started growing again in 2010. It is true that a number of states, such as California, have dug themselves into deep fiscal holes, but overall state revenues and spending are now rising again as the economy expands. As a share of GDP, total state and local spending increased over the last decade — from 14.1 percent in 2000 to 15.3 percent in 2010, according to the BEA.

Looking ahead, Congress should repeal any remaining stimulus funding to help reduce the federal deficit. Then Congress should start cutting the entire aid-to-state system, which costs federal taxpayers about $650 billion a year. The system is hugely bureaucratic, stifles state policy diversity, and encourages overspending by every level of government.15

Some groups are pointing to large "budget gap" figures to suggest that the states have a short-term fiscal crisis. The Center on Budget and Policy Priorities, for example, claims that the states face a $125 billion budget gap, even though tax revenues are growing.16 But such "gaps" are speculative numbers, not hard data. If a state expects revenues and spending to rise 7 percent, but then a new forecast shows revenues rising only 3 percent, the state is said to have a 4 percent "gap" or "shortfall." But spending is still rising by 3 percent, which is not a crisis. Budget gap estimates are partly artifacts of faulty economic forecasting and an inability of states to respond flexibly to changing circumstances.

The real state budget crisis is not these short-term gaps, but the longer-term problem of soaring debt and unfunded obligations in state retirement plans. State and local bond debt more than doubled over the last decade from $1.20 trillion to $2.42 trillion, according to the Federal Reserve Board.17 Unfunded obligations in state and local defined benefit pension plans are more than $3 trillion when realistic accounting methods are used.18 The states also have huge funding gaps in their retirement health plans of at least $1.4 trillion.19

Defined benefit pension plans have become a unique luxury of the public sector. DB plans are available to 84 percent of state and local workers, but to just 21 percent of private workers.20 Furthermore, public sector plans are generally more generous than the remaining private-sector plans.21 The good news is that a number of states are starting to tackle the high costs of these government employee benefits.

From a federal perspective, the thing to note is that the 50 states are in quite different fiscal positions. For example, a report by Moodyâ€™s shows that state-level debt varies from more than 8 percent of state GDP in Hawaii and Massachusetts to near zero in Iowa, Wyoming, and Nebraska.22 There are also large differences between the states in pension funding gaps.23 Part of these fiscal differences likely stem from the wide variations in public sector unionization between the states.24

The states have chosen different paths, and they are free to do so in our federal system. Over time, we can hope that the spendthrift states can learn policy lessons from the more frugal states. The important thing is that federal policymakers avoid any further bail-outs of the states because that would simply reward the mismanaged states at the expense of the others. State policymakers have the power to solve their own fiscal problems without federal intervention.
Destroys state innovation and accountability
Chris Edwards 11 is the director of tax policy studies at the Cato Institute and editor of www.Downsizing Government.org “The Case for Cuts” Nov/Dec http://www.cato.org/pubs/policy_report/v33n6/cprv33n6-1.pdf
AID TO THE STATES Under the Constitution, the federal government was assigned specific limited powers, and most government functions were left to the states. The Tenth Amendment reads: “The powers not delegated to the United States by the Constitution, nor prohibited by itto the States, are reserved to the Statesrespectively, orto the people.” Federal andstate governments are supposedtohave separate areas of activity, with federal functions being “few and defined,” as James Madison noted. In recent decades, however, Congress has undertaken many activities that were traditionally reserved to state and local governments. A key method has been through “grants-in-aid,” which are programs that combine federalsubsidiesto the states with regulations that micromanage state and local activities. President George W. Bush, for example, tied the regulations of his No Child Left Behind program to federal grants-in-aid for K–12 public schools. Federal aid to the states totals more than $600 billion a year, and it is distributed throughmore than 1,100 programs. Since the explosion of aid in the 1960s, it has become increasingly obvious that the federal government cannot efficiently solve local problems, such as improving school performance. One problem is that federal aid comes with a web of complex regulations that destroy state innovation. Another problem is that the aid system undermines government accountability because each level of government blames the other levels when programs fail. The system has been called a “triumph of expenditure without responsibility.” The grants-in-aid system should be phased out overtime. The proposed plan to balance the budget by 2021 would end federal aid for K–12 education, urban transit, public housing,rental housing, community development, job training, and variouslocal justice andenvironmental activities.Inaddition,itwouldcutinhalfaidforfoodstamps, school lunches, and various Department of Health and Human Servicessubsidies. These reforms would save $257 billion annually by 2021. If state governments thought that these programs were crucial, they could raise funding fromtheir ownresidents.After all, residents ofthe 50 states are funding those programs right now, but in a very inefficient and roundabout way through Washington. 
***BLOCKS***

AT Soaks Up Idle Resources

Multiple studies show it doesn’t

Foster 9 J. D. Foster, Ph.D., is Norman B. Ture Senior Fellow in the Economics of Fiscal Policy in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation., “Keynesian Fiscal Stimulus Policies Stimulate Debt--Not the Economy,” http://www.heritage.org/Research/Economy/bg2302.cfm
What if the extra government borrowing soaks up "idle savings" in an underperforming economy, proponents may ask. In troubled economic times those who can save more often do so, directing their savings toward safe investments like Treasury Bonds and bank deposits. However, these cautious savers almost never withdraw their savings from the financial system entirely by stuffing cash into mattresses. Aside from the occasional mattress stuffer, even savings held in the safest of instruments are not idle but remain part of the financial system, working to find their most productive uses through the available channels. Borrowing to finance Keynesian stimulus, then, remains a subtraction from the funds available to the private sector.
Suppose widespread fear spurred savers to engage in rampant mattress stuffing, withdrawing purchasing power from the economy and creating large amounts of truly idle savings. This has happened before, and could be happening now to some extent. Surely, Keynesian stimulus works in such cases. Highly unlikely. Nothing about a flood of government bonds engulfing capital markets to finance a surge in wasteful government spending is likely to convince nervous mattress stuffers that their concerns are misplaced. Idle savings, then, remain idle, making deficit spending a competitor for an even smaller pool of available private savings. Worse, mattress stuffers are likely to increase their mattress-based, economically idle saving in the face of a surge of profligate, irresponsible government spending. Keynesian "stimulus" would then be an economic depressant.

And, most savings aren’t stuffed in mattresses---they’re in banks, bonds, or CDs---this still produces economic activity

Riedl 10 [Brian M. Riedl is 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: Answering the Critics,” Jan 5 http://www.heritage.org/research/economy/bg2354.cfm]

Critics' Objection No. 1: People Are Saving Instead of Spending, and Banks Are Not Lending.By Borrowing and Spending these "Idle Savings," Government Can Circulate More Money Through the Economy. This is the most common defense of government stimulus cited by policymakers. Indeed, among proponents of government spending there is a strong focus on whether people are spending or saving, with the implication that spending circulates through the economy while savings effectively drop out.

But savings do not drop out of the economy. Nearly all people put their savings in: (1) banks, which quickly lend the money to others to spend; (2) investments in stocks and bonds; or (3) personal debt reduction. In each of these situations, the financial system transfers one person's savings to someone else who can spend it. So all money is quickly spent regardless of whether it was initially consumed or saved. The only savings that drop out of the economy are those hoarded in mattresses and safes.

Some contend that recession-weary banks are hoarding savings well beyond the legal minimum reserves. Yet even when banks hesitate to lend their deposits, they invest them in Treasury bills to keep them circulating through the economy and earning interest.[14] In fact, the federal funds market--where banks lend each other any excess cash at the end of the day--exists because banks refuse to sit on unused cash even overnight. Thus, even in recessions, one person's savings quickly finances another person's spending.[15]

And, even if people hoarded money stimulus dollars cause more hoarding---people don’t trust the financial system so they will react negatively to government spending 

Riedl 10 Brian M. Riedl is 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: Answering the Critics,” Jan 5 http://www.heritage.org/research/economy/bg2354.cfm
Advocates of the "idle savings" theory fail to specify the location of all these newly hoarded piles of dollar bills they believe have been shielded from spending in the financial system. Even more telling, they also fail to explain--even if there were massive amounts of idle savings--how the federal government is supposed to acquire them for injection as new spending. After all, even if individuals, businesses, and banks were hoarding dollar bills in mattresses and safes, why would they suddenly lend them to the government to finance a stimulus bill? The very idea of hoarding dollars suggests these people and businesses would not trust the financial system, and would be quite unlikely to attend the next Treasury bill auction.[16]

Stimulus spending advocates must be able to show that nearly all money lent to Washington would have otherwise sat idle in mattresses and bank safes. Otherwise, Washington is merely a middleman transferring purchasing power from one part of the economy to another--and the justification for government spending as stimulus collapses.

AT Macro Models

Their macroeconomic models are biased and not real-world

Foster 9 J. D. Foster, Ph.D., is Norman B. Ture Senior Fellow in the Economics of Fiscal Policy in the Thomas A. Roe Institute for Economic Policy Studies at The Heritage Foundation., “Keynesian Fiscal Stimulus Policies Stimulate Debt--Not the Economy,” http://www.heritage.org/Research/Economy/bg2302.cfm
An alternative approach to ferreting out fiscal multipliers is to use macroeconomic models to simulate policy effects. Modern macroeconomic models are abstract, mathematical representations of essential elements of the economy as described by theory. They may be simple or complex, derived from underlying principles or constructed from suggested broad relationships. Their great advantages are that they force a degree of specificity on the part of the model builder and offer as a reward the ability to examine economic interactions consistently and in great detail.

The downside to all economic models is that they often provide uncertain illumination for policymakers because the models ultimately only report what their builders have designed into them. Economic models are inherently abstract representations of an economic phenomenon, dependent on the state of economic theory and the quality and availability of data. Given these limitations it can be difficult to discern whether an interesting result reflects the model or the economy the model is intended to represent. Christina Romer and Jared Bernstein, Chief Economist of the Office of the Vice President, provide a recent example of the model simulation approach.[10] They averaged the output from policy simulations using two quantitative macroeconomic models--one in use at the Federal Reserve Board, and one from an unnamed private forecasting firm. Romer and Bernstein found that an increase in government spending of 1 percent of GDP increases output by 1.6 percent. In contrast, John Cogan and his colleagues[11] used a state-of-the-art macroeconomic model constructed by Frank Smets and Rafael Wouters.[12] The Smets-Wouters model embodies the "new Keynesian" approach to macroeconomic analysis. Among the differences from older models, such as those used by Romer and Bernstein, Smets-Wouters includes forward-looking, or rational, expectations. Cogan found the impact in the first year of a Keynesian stimulus to be "very small" and that the multipliers are less than one as consumption and investment are crowded out. As the above discussion on monetary policy suggests, the policy of the central bank can have a powerful influence on the economy and thus on the apparent effectiveness of fiscal policy. Eggertsson used a model similar to Smets-Wouters to examine these questions.[13] Her analysis explored the consequences of increased government spending in the two cases in which monetary policy is and is not explicitly coordinated with fiscal policy. Uncoordinated policies need not mean that monetary and fiscal policies have divergent goals. For example, both monetary policy and fiscal policy may react to economic weakness, a threat of deflation, or off-target inflation. As defined by Eggertsson, the lack of coordination in policies means that in reacting to macroeconomic conditions the monetary authority's actions may be coincidental to fiscal policy, but not specifically intended to support fiscal policy. On the other hand, if the monetary authority sets aside its usual guidelines to subordinate monetary policy to fiscal policy goals, it is considered to be coordinated with fiscal policy. Eggertsson found fiscal policy very effective if monetary policy is explicitly supportive, producing a fiscal policy multiplier of 3.76. However, if monetary policy remains independent, as economists and financial markets generally assume, the multiplier becomes exactly zero and fiscal policy is completely ineffective. This latter result is fully consistent with the theoretical discussion above and is generally consistent with Cogan et al., who also explicitly assumed that the monetary authority remains fully independent of fiscal policy. Stepping back, Eggertsson's monetary policy focus, while understandable coming from a member of the New York Federal Reserve staff, is perhaps not on point as a test of Keynesian stimulus. Eggertsson's results derive from a stylized model intended to explore a specific question of economic policy and thus depend critically on the effects of fiscal policy on inflationary expectations. These are important issues but do not address the underlying rationale for Keynesian fiscal stimulus of increasing aggregate demand. The real message of Eggertsson for current policy is to underscore the point made above that despite their sophistication modeling exercises sometimes address the modeler's interests more than they do the economic processes relevant to policymakers. This is not a criticism of Eggertsson or any user of such economic models, but rather a caution to those who might interpret and apply their results.

AT Foreign Borrowing Good

Foreign borrowing is only half the equation---those dollars are borrowed only after they leave the country---no net economic effect

Riedl 10 Brian M. Riedl is 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: Answering the Critics,” Jan 5 http://www.heritage.org/research/economy/bg2354.cfm
Critics' Objection No. 2: Borrowing from Foreign Nations Can Provide "New" Money for the Economy. Accepting that domestic borrowing is no free lunch, some analysts have asserted that foreign borrowing can inject new dollars into the economy. However, these nations must acquire American dollars before they can lend them back to Washington. Foreign countries can acquire American dollars by either: Attracting American investments in their country. In that instance, the dollars leaving America match the dollars lent back to America. The net flow of saving circulating through the U.S. economy does not increase. Selling goods and services to Americans and receiving American dollars in return. For the United States, these imports raise the trade deficit and thus reduce domestic demand. The government's subsequent borrowing back and spending of these dollars merely offsets the increased trade deficit. In either situation, American dollars must first leave the country before they can be lent back into the U.S. economy. The balance of payments between America and other nations must net zero. Consequently, government spending funded from foreign borrowing does not provide stimulus.

AT Doesn’t Assume Recession

Whether or not it assumes a recession is irrelevant 

Riedl 10 Brian M. Riedl is 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: Answering the Critics,” Jan 5 http://www.heritage.org/research/economy/bg2354.cfm
Critics' Objection No. 4: During a Recession, Government Spending Can Put Unused Resources to Work. This restates the overall spending fallacy. Yes, government spending can put under-utilized factories and individuals to work--but only by idling other resources in whatever part of the economy supplied the funds. If adding $1 billion would create 40,000 jobs in one depressed part of the economy, then losing $1 billion will cost roughly the same number of jobs in whatever part of the economy supplied Washington with the funds. It is a zero-sum transfer regardless of whether the unemployment rate is 5 percent or 50 percent.
AT Subsidizes Consumption

They confuse creation of income with application---they result in income application, which has no net effect on the economy 

Riedl 10 Brian M. Riedl is 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: Answering the Critics,” Jan 5 http://www.heritage.org/research/economy/bg2354.cfm

Critics' Objection No. 6: Government Should Subsidize Consumption, Which Represents 60 Percent of the Economy. This confuses the creation of income with its application. All income is applied somewhere in the economy: most on private consumption, some on private investment (converted from savings via the financial system), and some by government (taxed or borrowed out of consumption and investment). In the short run, the distribution of spending does not affect the total amount spent.[18] The only way to increase consumption spending immediately is to take it from investment or government spending. Declining consumption means that either: (A) more income is diverted into investment or government spending (which is zero-sum in the short run); or (B) less income is created overall, which typically leads to less spending across all categories. For the latter situation, the solution is to create incentives for productivity that create more wealth and income for people to spend across all categories.

***T.I. SPECIFIC***

Not Keynesian---General
Even if Keynes was right, infrastructure spending can’t access your Keynes good arguments but still links to our deficit spending bad arguments
Veronique de Rugy 11 is a senior research fellow at the Mercatus Center at George Mason University, “FEDERAL INFRASTRUCTURE SPENDING: NEITHER A GOOD STIMULUS NOR A GOOD INVESTMENT,” Nov 16, http://mercatus.org/sites/default/files/publication/Federal%20Infrastructure%20Spending%20-%20Neither%20a%20Good%20Stimulus%20Nor%20a%20Good%20Investment.pdf
Section 1. Infrastructure spending can’t stimulate the economy According to Keynesian economic theory, a fall in demand causes a fall in spending. Since one person’s spending is someone else’s income, a fall in demand makes a nation poorer. When that poorer nation prudently cuts back on spending, it sets off yet another wave of falling income. So, a big shock to consumer spending or business confidence can set off waves of job losses and layoffs. Can anything stop this cycle? Keynesians say yes: government spending can take the place of private spending during a crisis. If the government increases its own spending, it will create new jobs. These new workers should consume more, and businesses should then buy more machines and equipment to meet the demands of government and the revitalized public. This increase in gross domestic product is what economists call the multiplier effect. It means that one dollar of government spending will end up creating more than a dollar of new national income. This spending can take a number of forms: public service employment, cash transfers, state revenue sharing, or infrastructure projects. As it turns out, as appealing as the Keynesian story sounds, there is little consensus among economists about its accuracy. Moreover, a survey of the economic literature on the impact of infrastructure spending on the economy reveals that economists are far from having reached a consensus about the actual returns on such spending. 3 In this paper, my colleague Matt Mitchell and I discover that some respected economists find large positive multipliers (every dollar in government spending means more than a dollar of economic growth) but others find negative multipliers (every dollar spend hurts the economy). 4 The range is wide, going from 3.7 to -2.88. 5 While this diversity of opinion could be explained in part by the wide range of circumstances in which stimulus might be applied (open or closed economy, fixed or flexible exchange rates, level of countries’ indebtedness, the level of interest rates, whether or not the stimulus spending is temporary or permanent, and whether or not it is a large or a small stimulus …), 6 nonetheless, as a recent International Monetary Fund (IMF) working paper puts it, “Economists have offered an embarrassingly wide range of estimated multipliers.” 7 However, the most important reasons to be skeptical about further stimulus—particularly infrastructure stimulus—have to do with the way it is implemented. 8 As a general rule, the studies that obtain large multipliers do so by assuming that stimulus funds will be distributed just as Keynesian theory says they ought to be. In the words of Keynesian economist and former presidential economic advisor Lawrence Summers, fiscal stimulus “can be counterproductive if it is not timely, targeted, and temporary.” 9 Infrastructure spending cannot fulfill these criteria. 
Keynes votes neg

Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


In sum, there are strong reasons to suspect that stimulus is not likely to be implemented as Keynesian theoreticians say it ought to be. This means that even by Keynesians standards, the newest round of stimulus is likely to fail. Tellingly, the political economy problems that plague the implementation of stimulus were actually significant enough to make Lord Keynes himself a skeptic. Toward the end of his life, he wrote: Organized public works, at home and abroad, may be the right cure for a chronic tendency to a deficiency of effective demand. But they are not capable of sufficiently rapid organization (and above all cannot be reversed or undone at a later date), to be the most serviceable instrument for the prevention of the trade cycle. 41 Given the experience with recent stimulus packages, Keynes‘s observations appear to be remarkably prescient. Unfortunately, modern-day Keynesians appear not to have paid heed. Conclusion Economists have long recognized the value of infrastructure. Roads, bridges, airports, canals, and other projects are the conduits through which goods are exchanged. In many circumstances, private firms can and should be allowed to provide this infrastructure. But in other cases, there may be a role for public provision at the local level. 42 But whatever its merits, infrastructure spending is not likely to provide much of a stimulus. As a short-term measure, more deficit-financed infrastructure spending is a risky bet. At best, it is likely to be ineffective; at worst it will be counterproductive. One long-term impact of further stimulus is certain: it would leave the United States deeper in debt at time when we can ill afford it. 

Not Keynesian---Time

Infrastructure spending isn’t Keynesian---not timely
Veronique de Rugy 11 is a senior research fellow at the Mercatus Center at George Mason University, “FEDERAL INFRASTRUCTURE SPENDING: NEITHER A GOOD STIMULUS NOR A GOOD INVESTMENT,” Nov 16, http://mercatus.org/sites/default/files/publication/Federal%20Infrastructure%20Spending%20-%20Neither%20a%20Good%20Stimulus%20Nor%20a%20Good%20Investment.pdf
Infrastructure spending is not timely By nature, infrastructure spending is not timely. Even when the money is available, it can be months, if not years, before it is spent. This is because infrastructure projects involve planning, bidding, contracting, construction, and evaluation. 10 According to the GAO, as of June 2011, 95 percent of the $45 billion in Department of Transportation infrastructure stimulus money had been appropriated, but only 62 percent ($28 billion) had actually been spent. 11
And, implementation delays

Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


The problems with infrastructure stimulus: There are unique problems with infrastructure stimulus that tend to diminish its chances of success. Chief among these are long implementation delays. The Congressional Budget Office reports that: [F]or major infrastructure projects supported by the federal government, such as highway construction and activities of the Army Corps of Engineers, initial outlays usually total less than 25 percent of the funding provided in a given year. For large projects, the initial rate of spending can be significantly lower than 25 percent. 17 Economists from the IMF studied the impact of implementation delays on the multiplier and found that, ―Implementation delays can postpone the intended economic stimulus and may even worsen the downturn in the short run.‖ 
Shovel ready projects are myths

Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


There is no such thing as a “shovel ready” project: By nature, infrastructure spending fails to be timely. Even when the money is available, it can be months, if not years, before it is spent. This is because infrastructure projects involve planning, bidding, contracting, construction, and evaluation. According to the GAO, as of June 2011, 95 percent of the $45 billion in Department of Transportation infrastructure money had been appropriated, but only 62 percent ($28 billion) had actually been spent. 20 

Not Keynesian---Time/No Jobs

Transportation infrastructure isn’t Keynesian – not a job creator and takes too long
Swaminathan S. Anklesaria Aiyar 8 is a prominent Indian journalist and columnist, research fellow at the Cato institute, consulting editor for the Economic Times and writes regularly for the Economic Times and The Times of India, Nov. 19 “Building Infrastructure is not Keynesian,” http://swaminomics.org/?p=669

Across the globe, politicians from Manmohan Singh to Barack Obama plan to boost government spending to revive flagging economies. Especially popular are big infrastructure projects, widely seen as an excellent way to give a Keynesian boost to economies. Yet this represents a misunderstanding of Keynes.

In a recession, many things fall together—production, employment, prices and business profits. Businesses go bust, and this can lead to runs on banks and a crisis in the financial system. Keynes emphasized that the root cause of a depression was a vicious downward spiral of consumption. Tackle that, he said, and a flagging economy can revive.
Andrew Mellon, US Treasury Secretary in 1929-33, viewed the Great Depression as moral retribution for wicked over-spenders, and a recipe for increasing prudence and savings. By contrast, Keynes realized that a recession was caused by excess saving, which drove down demand and GDP in a vicious downward spiral. To escape the spiral, Keynes proposed government action to boost consumption and end over-saving. The government could boost its own spending through public works. Or else it could cut taxes to boost private consumption.
Keynes did not advocate building infrastructure. Instead, he suggested that governments should pay people to dig ditches and then fill them up again. This would not create infrastructure. But it would put money into the pockets of people, and that was the aim of the exercise.
Why, then is infrastructure creation so widely equated with Keynesian economics? Because of public misunderstanding of the history of the Great Depression. US President Roosevelt launched the New Deal to combat the 25% unemployment he faced on being elected in 1932. The New Deal created jobs in projects to build roads, dams and electric systems. It was a huge political success, and aided his re-election in 1936 and 1940. Yet economists remain sharply divided on its economic impact.
The economy revived from 1932 to 1936, but then plunged into a fresh depression in 1938, wiping out most earlier gains. So, the New Deal created jobs quickly, but not sustainably. It failed to address the financial collapse and deflation that many economists believe turned a mere recession into a Great Depression. The downturn was finally cured not by the New Deal but by World War II: the wartime economy needed all the manpower available.
In the middle of the Great Depression, Keynes produced his seminal General Theory, explaining the interaction of production, wages and employment. During the New Deal, Roosevelt swore by balanced budgets, the ruling economic orthodoxy. But Keynes’ General Theory argued that this was a mistake, and that governments should run large fiscal deficits during a recession to pump more demand into the economy. Roosevelt’s budget-balancing efforts typically failed, and he often ended up with budget deficits without meaning to. So he was a Keynesian by accident more than intention.
Yet the public remembers Roosevelt as the first leader to try to spend his way out of a recession, exactly what Keynes advocated. After World War II, Keynesian demand management became the new economic orthodoxy. Governments everywhere began pumping money into flagging economies to stimulate growth.
Hubris followed. In the 1970s, constant pumping of money led in many countries to inflation rather than growth. Clearly, Keynesian spending did not boost GDP in all situations. But it retained its reputation as a useful tool, though not a panacea, in recessions.


Global experience showed that Keynesian demand management did not require infrastructure spending. The simplest, quickest way to increase purchasing power was to cut taxes. This increased demand instantly.
However, it also had drawbacks. When consumers were given additional purchasing power, they did not necessarily buy domestic goods: they also bought imported goods. Thus the Keynesian stimulus could leak out of the domestic economy through imports, and boost foreign economies instead.
Public spending on infrastructure stood out as a way to minimise such leakages. In most countries, infrastructure utilized mostly domestic equipment and labour. So, the stimulus remained mainly within the country and did not leak out through imports.
Besides, infrastructure projects were popular with politicians keen to channel projects into their constituencies. Politicians hated Keynes’ idea of paying people to dig and fill up ditches. They preferred job creation to build infrastructure, creating a base for future growth.
Manmohan Singh thinks this is the best way to combat the recession. So do many economists. But I have reservations.

In Rooosevelt’s time, road building was labour intensive. But today, it is highly mechanised, using little labour. Dams are no longer built by armies of workers. Power plants, ports and airports are hugely capital-intensive. With today’s technology, infrastructure is not a massive job creator, unless we insist on obsolete, inefficient techniques.
This is exactly what we do in the National Rural Employment Guarantee Scheme. This mandates that 60% of the cost must be in wages. But such labour-intensive techniques yield low-quality roads that disappear after every monsoon. Decades of rural employment schemes have failed to create permanent assets. This approach cannot create good infrastructure.
Keynes would not have been surprised. He would have said that creating jobs should not be confused with creating infrastructure. He would have opted for digging and filling ditches.
Building infrastructure is time-consuming. Every big project requires a lengthy environmental impact assessment, with public hearings. Land acquisition disputes can hold up projects for years. So infrastructure projects disburse money slowly, and cannot provide a quick Keynesian boost.
Not Keynesian---Targeting

Targeting fails
Veronique de Rugy 11 is a senior research fellow at the Mercatus Center at George Mason University, “FEDERAL INFRASTRUCTURE SPENDING: NEITHER A GOOD STIMULUS NOR A GOOD INVESTMENT,” Nov 16, http://mercatus.org/sites/default/files/publication/Federal%20Infrastructure%20Spending%20-%20Neither%20a%20Good%20Stimulus%20Nor%20a%20Good%20Investment.pdf

 Infrastructure spending is not targeted Second, the only thing harder than getting the money out the door promptly is properly targeting spending for stimulative effect. Data from Recovery.gov shows that stimulus money in general—and infrastructure funds in particular—were not targeted to those areas with the highest rate in unemployment, something correct application of the Keynesian theory demands as the idea is that stimulus spending gives the economy a jolt by employing idle people, firms, and equipment. 12 However, even properly aimed infrastructure spending might have failed to stimulate the economy. Many of the areas hardest hit by the recession are in decline because they have been producing goods and services that are not, and may never be, in great demand. Therefore, the overall value added by improving the roads and other infrastructure in these areas is likely to be lower than if the new infrastructure were located in growing areas that might have relatively low unemployment but greater demand for more roads, schools, and other types of long-term infrastructure. 13 Perhaps more importantly, unemployment rates among specialists, such as those with the skills to build roads or schools, are often relatively low. And it is unlikely that an employee specialized in residential-area construction can easily update his or her skills to include building highways. As a result, we can expect that firms receiving stimulus funds will hire their workers away from other construction sites where they were employed, rather than plucking the jobless from the unemployment rolls. This is what economists call “crowding out.” Except that in this case, labor, not capital, is being crowded out. New data from Mercatus Center professor Garret Jones and AEI staffer Dan Rothschild confirm that companies and governments used stimulus money to poach a plurality of workers from other organizations rather than hiring them from the unemployment lines. 14 Based on extensive field research—over 1,300 anonymous, voluntary responses from managers and employees—Jones and Rothschild bring to light the fact that less than half of the workers hired with stimulus funds were unemployed at the time they were hired. A majority were hired directly from other organizations, with just a handful coming from school or outside the labor force. In email correspondence, Garrett Jones further explains that during recessions most employers who lose workers to poaching decline to fill the vacant positions—leaving unemployment essentially unchanged.
The areas that need it most aren’t helped
Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


Un-targeted: Effective targeting means that stimulus money should be spent in those areas that have been hardest hit by the recession. The goal is to make the most use of ―idle resources‖ (as Keynesian theory terms them). For instance, depressed areas like Detroit have a considerable number of unemployed resources (people, firms, equipment, etc.). So theoretically, government stimulus should be able to put these idle resources to work. A number of studies, however, have shown that stimulus funding tends not to go to those areas that have been hardest hit by a recession. 21

Even targeted stimulus fails---no demand

Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


Even targeted stimulus may fail: Many of the areas that were hardest hit by the recession are in decline because they have been producing goods and services that are not, and will never be, in great demand. Therefore, the overall value added by improving the roads and other infrastructure in these areas is likely to be lower than if the new infrastructure were located in growing areas that might have relatively low unemployment but do have great demand for more roads, schools, and other types of long-term infrastructure. 22

Not Keynesian---Not Temporary

Not temporary
Veronique de Rugy 11 is a senior research fellow at the Mercatus Center at George Mason University, “FEDERAL INFRASTRUCTURE SPENDING: NEITHER A GOOD STIMULUS NOR A GOOD INVESTMENT,” Nov 16, http://mercatus.org/sites/default/files/publication/Federal%20Infrastructure%20Spending%20-%20Neither%20a%20Good%20Stimulus%20Nor%20a%20Good%20Investment.pdf
Infrastructure spending isn’t temporary Finally, even in Keynesian models, stimulus is only effective as a short-run measure. In fact, Keynesians also call for surpluses during an upswing. 15 In reality, however, the political process prefers to implement the first Keynesian prescription (deficit-financed spending) but not the second (surpluses to pay off the debt). 16 The inevitable result is a persistent deficit that, year-in, year-out, adds to the national debt. 17 A review of historical stimulus efforts has shown that temporary stimulus spending tends to linger and that two years after an initial stimulus, 95 percent of the spending surge remains. 18 To be sure, a certain amount of public spending on public works is necessary to perform essential government functions. But spending on roads, rails, and bridges as a means of providing employment or creating economic growth is unlikely to be effective. 
Not temporary---causes ratchet-up effect

Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


Not temporary: Even in Keynesian models, stimulus is only effective as a short-run measure. In fact, Keynesians also call for surpluses during an upswing. 24 In reality, however, the political process prefers to implement the first Keynesian prescription (deficit-financed spending) but not the second (surpluses to pay off the debt). 25 The inevitable result is a persistent deficit that, year-in, year-out, adds to the national debt. 26 A review of historical stimulus efforts has shown that temporary stimulus spending tends to linger and that two years after an initial stimulus, 95 percent of the spending surge remains. 27  Ratchet-up effect: Evidence from World War II suggests that when spending spikes, as is the case during the current recession, it tends not to return to pre-spike levels. 28 This ―ratchet up‖ in spending is exacerbated when federal spending is channeled through state and local governments, as was the case in ARRA. Data from 50 states over a 13-year period show that temporary grants from the federal government to state and local governments cause the latter to increase their own future taxes by between 33 and 42 cents for every dollar in federal grants received. 29 

Not Keynesian---Job Poaching
Job poaching ensures labor crowd-out
Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


Job poaching, not creating: Unemployment rates among specialists, such as those with the skills to build roads or schools, are often relatively low. Moreover, it is unlikely that an employee specialized in residential-area construction can easily update his or her skills to include building highways. As a result, we can expect that firms receiving stimulus funds will hire their workers away from other construction sites where they were employed rather than from the unemployment lines. This is what economists call ―crowding out.‖ Except that in this case, labor, not capital, is being crowded out. In fact, new data confirm that a plurality of workers hired with ARRA money were poached from other organizations rather than from the unemployment lines. 23 

Not Keynesian---Gvt Sucks
Government investment projects fail---

· Optimism bias
Veronique de Rugy 11 is a senior research fellow at the Mercatus Center at George Mason University, “FEDERAL INFRASTRUCTURE SPENDING: NEITHER A GOOD STIMULUS NOR A GOOD INVESTMENT,” Nov 16, http://mercatus.org/sites/default/files/publication/Federal%20Infrastructure%20Spending%20-%20Neither%20a%20Good%20Stimulus%20Nor%20a%20Good%20Investment.pdf
Section 2. Federal infrastructure spending rarely makes for good investments Economists have long recognized the value of building highways, bridges, airports, and canals as they are the conduits through which goods are exchanged and hence a source of economic growth. This explains the general support for federally funded infrastructure on both sides of the political aisle. Unfortunately, government funded infrastructure projects don’t often make for good investments either. First, infrastructure spending by the federal government tends to suffer from massive cost overruns, waste, fraud, and abuse. As a result, many projects that look good on paper turn out to have much lower return on investments than planned. A comprehensive 2002 study by Danish economists Bent Flyvbjerg, Mette K. Skamris Holm, and Søren L. Buhl examined 20 nations on five continents and found that nine out of ten public works projects come in over budget. 19 For rail, the average cost is 44.7 percent greater than the estimated cost at the time the decision is made. For bridges and tunnels, the equivalent figure is 33.8 percent, and for roads 20.4 percent. 20 These cost overruns dramatically increase infrastructure spending. On average, U.S. cost-overruns reached $55 billion per year. 21 Even if they lead to localized job growth, these investments are usually inefficient uses of public resources. According to the Danish researchers, American cost overruns reached on average $55 billion per year. This figure includes famous disasters like the Central Artery/Tunnel Project (CA/T), better known as the Boston Big Dig. 22 By the time the Beantown highway project—the most expensive in American history—was completed in 2008, its price tag was a staggering $22 billion. The estimated cost in 1985 was $2.8 billion. The Big Dig also wrapped up 7 years behind schedule. Unfortunately, studies have shown that project promoters routinely ignore, hide, or otherwise leave out important project costs and risks to make total costs appear lower. 23 Researchers refer to this as the “planning fallacy” or the “optimism bias.” Scholars have also found that it can be politically rewarding to lie about the costs and benefits of a project. The data show that the political process is more likely to give funding to managers who underestimate the costs and overestimate the benefits. In other words, it is not the best projects that get implemented but the ones that look the best on paper. 24 In addition, inaccurate estimates of demand contribute to consistent underestimation of public projects: A study of 208 projects in 14 nations shows that 9 out of 10 rail projects overestimate the actual traffic. 25 Moreover, 84 percent of rail-passenger forecasts are wrong by more than 20 percent. Thus, for rail, passenger traffic averages 51.4 percent less than estimated traffic. 26 This means that there is a systematic tendency to overestimate rail revenues. For roads, actual vehicle traffic is on average 9.5 percent higher than forecasted traffic, and 50 percent of road traffic forecasts are wrong by more than 20 percent. 27 In this case, there is a systematic tendency to underestimate the financial and congestion costs of roads. 
· Inefficient projects get the money

Veronique de Rugy & Mitchell 11 is a senior research fellow at the Mercatus Center at George Mason University, Matthew Mitchell is a senior research fellow at the Mercatus Center at George Mason University, “WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY?” http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf


Cost overruns are the rule rather than the exception: The most comprehensive study of cost overruns examines 20 nations spanning five continents. The authors find that nine out of 10 public works projects come in over budget. 30 Cost overruns dramatically increase infrastructure spending: Overruns routinely range from 50 to 100 percent of the original estimate. 31 For rail, the average cost is 44.7 percent greater than the estimated cost at the time the decision is made. For bridges and tunnels, the equivalent figure is 33.8 percent, and for roads 20.4 percent. 32 On average, U.S. cost-overruns reached $55 billion per year. 33 Even if they lead to localized job growth, these investments are usually inefficient uses of public resources. Inaccurate estimates of demand plague infrastructure projects: A study of 208 projects in 14 nations on five continents shows that 9 out of 10 rail projects overestimate the actual traffic. 34 Moreover, 84 percent of rail-passenger forecasts are wrong by more than 20 percent. Thus, for rail, passenger traffic average 51.4 percent less than estimated traffic. 35 This means that there is a systematic tendency to overestimate rail revenues. For roads, actual vehicle traffic is on average 9.5 percent higher than forecast traffic and 50 percent of road traffic forecasts are wrong by more than 20 percent. 36 In this case, there is a systematic tendency to underestimate the financial and congestion costs of roads. Survival of the un-fittest: Studies have shown that project promoters routinely ignore, hide, or otherwise leave out important project costs and risks to make total costs appear lower. 37 Researchers refer to this as the ―planning fallacy‖ or the ―optimism bias.‖ Scholars have also found that it can be politically rewarding to lie about the costs and benefits of a project. The data show that the political process is more likely to give funding to managers who underestimate the costs and overestimate the benefits. In other words, it is not the best projects that get implemented but the ones that look the best on paper. A rapid increase in stimulus spending makes things worse: There is an inherent tradeoff between speed and efficiency. Policy makers need time to weigh the merits of a project, structure requests for proposals, administer a fair bidding process, select the best firms, competently build the project, and impartially evaluate the results. Quite understandably, economists have found that when funds are spent quickly, they are not spent wisely. 39 In October 2010, President Obama conceded that, in fact, ―There‘s no such thing as shovel-ready projects.

· Davis-Bacon Act
Veronique de Rugy 11 is a senior research fellow at the Mercatus Center at George Mason University, “FEDERAL INFRASTRUCTURE SPENDING: NEITHER A GOOD STIMULUS NOR A GOOD INVESTMENT,” Nov 16, http://mercatus.org/sites/default/files/publication/Federal%20Infrastructure%20Spending%20-%20Neither%20a%20Good%20Stimulus%20Nor%20a%20Good%20Investment.pdf
Finally, other factors contribute to increasing the costs of public infrastructure spending and making it harder to be profitable. For instance, federal “prevailing-wage” requirements (such as the ones imposed by the Davis Bacon Act) require that construction workers employed by private contractors on public projects be paid at least the wages and benefits that are “prevailing” for similar work in or near the locality in which the project is located. 28 To the extent that the prevailing-wage is above the market wage, the laws may impose financial costs both through increased wage bills for construction projects and an inefficient mix of capital and labor and of different types of workers. However, because public construction accounts for between one-fifth and onequarter of all construction, and because prevailing-wage laws cover a substantial number of private projects undertaken with public financing or assistance, prevailing-wage laws may also affect construction labor markets more broadly. In a paper called “Prevailing Wage Laws and Construction Labor Markets,” economists Daniel Kessler and Lawrence Katz examine the consequences of several states’ repeal of their prevailing-wage laws in the 1970s and 1980s. 29 By comparing trends in construction labor markets in “repeal” states to trends in labor markets in states that did not change their laws, they find that the average wages of construction workers (in repeal states) decline slightly after repeal—by about 2 to 4 percent. However, they also find that the small overall impact of repeal masks substantial differences in outcomes for different groups of construction workers. The negative effects of repeal on wages are more pronounced for unionized workers who tend to benefit the most from the higher compensation provided by the prevailingwage requirement. Kessler and Katz find, for instance, that repealing prevailing-wage laws leads to a decline of approximately 10 percentage points in the long-run union wage premium earned by construction workers, or almost half of the total union wage premium in construction. They point out, “Since union members account for approximately 25 percent of all construction workers, the 10-percentage-point decrease in the union wage premium explains almost all of the (approximately 2 to 4 percent) decline in construction workers’ wages.” 30 This has implications for the most recent stimulus bill, the American Recovery and Reinvestment Act. According to the GAO, $102 billion of ARRA’s $787 billion went toward programs covered by Davis-Bacon (40 programs in total, seven of which had never been subject to prevailing-wage laws). 31 According to Rothschild and Jones, suspending Davis-Bacon would have created perhaps 55,000 additional federally funded jobs, funded 6 percent more projects, and hired 6 percent more workers. 32 (The more one pays per worker, the fewer workers one can hire.) If ARRA had suspended Davis-Bacon, more roads could have been repaved, more houses insulated, and more levees repaired. 33 Rothschild and Jones conclude that if government jobs paid market wages, then a recession would be a great time to build roads and hospitals at a much lower cost than usual. Taxpayers could save money by hiring employees who were waiting for the private sector to improve. In fact, in their survey they found that among public and private organizations required to pay prevailingwages, 38.2 percent thought that they could have hired workers at wages below the Davis-Bacon prevailing- wage while another 17 percent were unsure. The numbers were even higher for the private-sector and nonprofit organizations to which Davis-Bacon applied: 52 percent said they could have hired people at lower than the prevailing-wage. 34 Forcing organizations to hire at the prevailing-wage meant higher costs for the federal government and fewer jobs created. 35 
***MISC***

AT Race To Bottom/Compensation Hypothesis

Race to bottom/Compensation hypothesis wrong

Andreas Bergh & Karlsson 10 is a research fellow at the Ratio Institute in Stockholm, Martin Karlsson of the Institute of Ageing, University of Oxford, “Government size and growth: accounting for economic freedom and globalization,” Public Choice
The idea that countries with big government can use economic freedom and globalization to compensate for the growth-impeding effects of big government can be viewed as an alternative to two other well-known hypotheses about the welfare state in the globalized economy: the race to the bottom hypothesis and the compensations hypothesis. Recent empirical evidence casts doubt on both these hypotheses. According to the race to the bottom hypothesis, increased labor and capital mobility will cause problems for big welfare states as countries compete with each other for high-quality labor and capital by lowering taxes and welfare benefits – as described by, for example, Martin and Schumann (1997), Sinn (1997), and Gramlich (1982). Contrary to the hypothesis, recent empirical evidence suggests that globalization and big government are indeed compatible; see Dreher et al. (2008), Dreher (2006b), Castles (2004), and Mendoza et al. (1997). Actually, Rodrik (1998) noted that big government and economic openness are in fact positively correlated, supporting the idea that open economies develop larger welfare states in response to the volatility caused by economic openness. In addition to Rodrik (1998), this idea can be traced back to Katzenstein (1985), Cameron (1978), and Lindbeck (1975), and is known as the compensation hypothesis. Recently, however, Kim (2007) and Down (2007) have noted that the link between economic openness and volatility is not there – neither theoretically nor empirically. While big government may still be a consequence of openness, there is currently no agreement on the theoretical mechanisms. In any case, there are strong reasons for including a measure of economic openness or globalization and some measure of institutional quality when studying the effects of government size on growth. Fig. 1 shows that countries with big government in 1970 on average experienced larger increases in economic freedom and globalization between 1970 and 2000.2 

Devolution CP/Privatization CP

Devolution CP/Privatization CP card
Veronique de Rugy 11 is a senior research fellow at the Mercatus Center at George Mason University, “FEDERAL INFRASTRUCTURE SPENDING: NEITHER A GOOD STIMULUS NOR A GOOD INVESTMENT,” Nov 16, http://mercatus.org/sites/default/files/publication/Federal%20Infrastructure%20Spending%20-%20Neither%20a%20Good%20Stimulus%20Nor%20a%20Good%20Investment.pdf
Section 3. Alternatives to federally funded infrastructures Economic theory suggests that private markets under-provide so called “public goods.” 36 As a result, the government is often believed to have a comparative advantage in the provision of public goods. Theory also suggests that private markets have a comparative advantage in providing non-public goods, goods and services that businesses can supply. Thus, having the federal government run businesses—such as Amtrak and the Postal Service—and oversee infrastructure—such as the air traffic control system—is not just inefficient, it also hinders economic growth and costs the taxpayers money while providing low-quality services to customers. 37 Identically, economists argue it is inefficient to have the federal government oversee roads and highway expansions as state and local governments and the private sector are better suited to oversee roads and highway expansions. In a 2009 Policy Analysis paper, Cato Institute urban economist Randall O’Toole explains how, with very few exceptions, most roads, bridges, and even highways are local projects (state projects at most) by nature. 38 In fact, a number of states have started to finance and operate highways privately. In 1995, Virginia opened the Dulles Greenway, a 14-mile highway, paid for by private bond and equity issues. Similar private highway projects have been completed, or are being pursued, in California, Maryland, Minnesota, North Carolina, South Carolina, and Texas. In Indiana, Governor Mitch Daniels leased the highways and made a $4 billion profit for the state’s taxpayers. Consumers in Indiana were better off: the deal not only saved money, but the quality of the roads improved as they were run more efficiently. Experiences in other countries have also shown that privatization leads to innovation and reduced congestion. In France, the A14 in Paris was funded privately and has not only managed to stay in business, but has also helped reduce traffic congestion. Furthermore, while almost all major U.S. airports are owned by state and local governments, with the federal government subsidizing airport renovation and expansion, many countries have privatized or partly privatized their airports, including Athens in Greece, Auckland in New Zealand, Brussels in Belgium, Copenhagen in Denmark, Frankfurt in German, London in the UK, Melbourne and Sydney in Australia, Naples and Rome in Italy, and Vienna in Austria. 39 
Conclusion Economists have long recognized the value of infrastructure. Roads, bridges, airports, canals, and other projects are the conduits through which goods are exchanged. However, it doesn’t mean that the federal government should be funding infrastructure projects. Rather, it should devolve this function to the states or, better yet, leave it to the private sector. Moreover, whatever its merits, because infrastructure spending does not provide much of a stimulus to an economy—especially if that economy needs long-term, sustainable jobs—it should not be used as a jobs program. 

Economic Predictions Fail

Our ability to predict economics sucks
Matthew Mitchell 12 is a senior research fellow at the Mercatus Center at George Mason University, Ph.D, “WHAT CAN GOVERNMENT DO TO CREATE JOBS?” http://mercatus.org/sites/default/files/publication/What_Can_Government_Do_To_Create_Jobs_0.pdf
WHAT WE DO (AND DON'T) KNOW ABOUT REVIVING AN AILING ECONOMY There are many things on which economists agree (e.g., few dispute the merits of free trade or the longrun fiscal problems with our largest entitlement programs). 4 Unfortunately, there is very little consensus among economists on government’s ability to jumpstart a sick economy: some believe that government interventions can restore growth and “create jobs”; others believe that interventions only make things worse, leading to stagnation and massive unemployment. The lack of consensus is understandable. For perfectly sound reasons, policy makers will not allow macroeconomists to conduct controlled experiments with the economy. When a recession hits, we do not spend stimulus money in a random sample of states and compare the results with a control group. If we did, economists would have a better understanding of how stimulus works, but the policy makers who let us experiment would likely join the ranks of the unemployed. As such, almost everything we know about stimulus comes from either theoretical models or from socalled “quasi-natural experiments” in which economists look at somewhat random changes in government spending to draw conclusions about its effects. From the perspective of a scientist, it would be handy if everything else that might affect the economy were held constant during these quasi-experiments. It would be nice if monetary policy, trade patterns, natural disasters, and credit conditions remained unchanged. But the world moves on, and these things do change. So macroeconomists must resort to econometric techniques that attempt to control for these factors after the fact. Economists try their best, but these techniques only tell us so much. As a result, our understanding of government’s ability to revive an ailing economy is quite limited. This is evident in a sample of recent estimates of the government purchases multiplier. The multiplier measures the amount by which an economy expands when the government increases its purchases of goods and services by $1.00. 5 It tells us, for example, how much of a return we can expect from public investments in infrastructure.

PAGE  

