***SPENDING DISAD***

1nc shell 
Deficit spending will be reduced now as a part of an agreement to raise the debt ceiling—this is key to preserving the US’ “AAA” credit rating 
Bloomberg 6/21 (“Fitch Says U.S. ‘Very Likely’ to Resolve Debt Ceiling Limit Before Aug. 2,” http://www.bloomberg.com/news/2011-06-21/fitch-says-u-s-very-likely-to-resolve-debt-ceiling-limit-before-aug-2.html)

Fitch Ratings said U.S. lawmakers are “very likely” to raise the debt ceiling limit before Aug. 2, even as it reiterated that failure to do so would result in the country being placed on rating watch negative. “The U.S. Treasury is saying that if the debt ceiling is not raised by Aug. 2, then they can’t guarantee that they will remain current on their obligations,” Andrew Colquhoun, head of Fitch’s Asia-Pacific Sovereigns team, said in an interview in Singapore today. “If the debt ceiling has not been raised by then, then we would put the U.S. sovereign ratings on rating watch negative. We think it’s very likely that the debt ceiling will be raised in good time.” Treasury Secretary Timothy F. Geithner has warned that a failure to increase the $14.3 trillion debt ceiling by Aug. 2, the date he projects borrowing authority would be exhausted, may have catastrophic effects on the U.S. economy by sharply raising borrowing costs. Republicans are using the debt-ceiling talks to press for cuts in government spending. Fitch rates U.S. sovereign debt AAA, the highest investment grade. Moody’s Investors Service said on June 2 that it expects to place the U.S. government’s top credit rating under review for a possible downgrade if there’s no progress on increasing the debt limit by mid-July. In April, Standard & Poor’s put the U.S. government on notice that it risks losing its AAA credit rating unless policy makers agree on a plan by 2013 to reduce budget deficits and the national debt. 

[insert plan spends lots of money link]

Absent spending cuts, a credit downgrade would occur – this cripples the U.S. economy and tanks the dollar’s status as the world’s reserve currency
Washington Post, 4/19 (“U.S. credit rating downgrade: the Armageddon scenario,” Apr 14, 2011, http://www.washingtonpost.com/blogs/political-economy/post/us-ratings-downgrade-the-armageddon-scenario/2011/04/19/AFnE0n5D_blog.html)

A credit rating downgrade for the United States would spell even more financial trouble for the U.S. government, hampering its ability to borrow money as investors demand higher yields to make up for the increased risk. That would cause its national debt to balloon further and increase the need to hike taxes or make even more painful cuts in spending. But the real Armageddon scenario would occur when the impact of a sovereign downgrade hit the rest of the U.S. economy. The U.S. “risks eroding its standing at the core of the global monetary system,” Mohamed El-Erian, chief executive and co-chief investment officer at PIMCO, wrote in a commentary piece for the Financial Times. Pension funds and investment trusts that are bound by covenant to invest only in AAA-rated debt could be forced to dump U.S. holdings. Banks that do the bulk of their business in the U.S. could themselves face downgrades. Eventually, the dollar could lose its status as the world’s reserve currency. The ripple effects of Standard & Poors’ decision to downgrade its outlook for the U.S. were already spreading on Monday. The agency also downgraded its outlook for five AAA-rated U.S. insurance groups: Knights of Columbus, New York Life Insurance, Northwestern Mutual Life Insurance, Teachers Insurance & Annuity Association of America and United Services Automobile Association. In downgrading their outlook from stable to negative, S&P noted that these companies are “constrained by the U.S. sovereign credit rating because their businesses and assets are highly concentrated in the U.S.” S&P analyst David Zuber and his colleagues wrote that they took into account “direct and indirect sovereign risks—such as the impact of macroeconomic volatility, currency devaluation, asset impairment, and investment portfolio deterioration.” How likely is this nightmare scenario to happen? There are 19 sovereigns rated AAA by the S&P. Of those, only the United States has a negative outlook. There are a number of countries that have lost AAA ratings over the past 20 years—including Canada, Denmark, Finland and Sweden—but they ended up regaining them. Goldman Sachs analyst Alec Phillips wrote in a research note on Tuesday that while he agrees with S&P that the “current trajectory of fiscal policy is unsustainable over the long-term” and that the U.S. “already appears to be on the edge of AAA territory,” he has a somewhat more optimistic view of the U.S. situation over the next few years and assumes that some fiscal tightening is likely to occur.
That kills US economic and military leadership 
Monbiot 03 (George, April 22, The Guardian, lexis)

The only serious threat to the dollar's international dominance at the moment is the euro. Next year, when the European Union acquires 10 new members, its gross domestic product will be roughly the same as that of the US, and its population 60% bigger. If the euro is adopted by all the members of the union, which suffers from none of the major underlying crises afflicting the US economy, it will begin to look like a more stable and more attractive investment than the dollar. Only one further development would then be required to unseat the dollar as the pre-eminent global currency: nations would need to start trading oil in euros.

Until last week, this was already beginning to happen. In November 2000, Saddam Hussein insisted that Iraq's oil be bought in euros. When the value of the euro rose, the country's revenues increased accordingly. As the analyst William Clark has suggested, the economic threat this represented might have been one of the reasons why the US government was so anxious to evict Saddam. But it may be unable to resist the greater danger.

Last year, Javad Yarjani, a senior official at Opec, the oil producers' cartel, put forward several compelling reasons why his members might one day start selling their produce in euros. Europe is the Middle East's biggest trading partner; it imports more oil and petrol products than the US; it has a bigger share of global trade; and its external accounts are better balanced. One key tipping point, he suggested, could be the adoption of the euro by Europe's two principal oil producers: Norway and the United Kingdom, whose Brent crude is one of the "markers" for international oil prices. "This might," Yarjani said, "create a momentum to shift the oil pricing system to euros."

If this happens, oil importing nations will no longer need dollar reserves to buy oil. The demand for the dollar will fall, and its value is likely to decline. As the dollar slips, central banks will start to move their reserves into safer currencies such as the euro and possibly the yen and the yuan, precipitating further slippage. The US economy, followed rapidly by US power, could then be expected to falter or collapse.
The impact is multiple scenarios for nuclear conflict 
Friedberg and Schoenfeld, 2008 
[Aaron, Prof. Politics. And IR @ Princeton’s Woodrow Wilson School and Visiting Scholar @ Witherspoon Institute, and Gabriel, Senior Editor of Commentary and Wall Street Journal, “The Dangers of a Diminished America”, 10-28, http://online.wsj.com/article/SB122455074012352571.html]

Then there are the dolorous consequences of a potential collapse of the world's financial architecture. For decades now, Americans have enjoyed the advantages of being at the center of that system. The worldwide use of the dollar, and the stability of our economy, among other things, made it easier for us to run huge budget deficits, as we counted on foreigners to pick up the tab by buying dollar-denominated assets as a safe haven. Will this be possible in the future? Meanwhile, traditional foreign-policy challenges are multiplying. The threat from al Qaeda and Islamic terrorist affiliates has not been extinguished. Iran and North Korea are continuing on their bellicose paths, while Pakistan and Afghanistan are progressing smartly down the road to chaos. Russia's new militancy and China's seemingly relentless rise also give cause for concern. If America now tries to pull back from the world stage, it will leave a dangerous power vacuum. The stabilizing effects of our presence in Asia, our continuing commitment to Europe, and our position as defender of last resort for Middle East energy sources and supply lines could all be placed at risk. In such a scenario there are shades of the 1930s, when global trade and finance ground nearly to a halt, the peaceful democracies failed to cooperate, and aggressive powers led by the remorseless fanatics who rose up on the crest of economic disaster exploited their divisions. Today we run the risk that rogue states may choose to become ever more reckless with their nuclear toys, just at our moment of maximum vulnerability. The aftershocks of the financial crisis will almost certainly rock our principal strategic competitors even harder than they will rock us. The dramatic free fall of the Russian stock market has demonstrated the fragility of a state whose economic performance hinges on high oil prices, now driven down by the global slowdown. China is perhaps even more fragile, its economic growth depending heavily on foreign investment and access to foreign markets. Both will now be constricted, inflicting economic pain and perhaps even sparking unrest in a country where political legitimacy rests on progress in the long march to prosperity. None of this is good news if the authoritarian leaders of these countries seek to divert attention from internal travails with external adventures.
***UNIQUENESS***

uq: deficit reduction now

Deficit reductions now – bipartisan and Geithner is optimistic
WSJ 6/26 (6/26/11, " A Path to a Budget Pact ", http://online.wsj.com/article/SB10001424052702304070104576399662255723434.html?mod=googlenews_wsj) WSX

Timothy Geithner lives in a world of trouble these days. The secretary of the Treasury has a hand in everything from U.S. debt-ceiling talks and deficit-reduction plans to the European Union's effort to resolve the Greek debt crisis. Each outcome is of critical importance to investors in the U.S. and around the world. And Mr. Geithner is nothing if not optimistic—even about his desire to overhaul the U.S. corporate tax system. Here are edited excerpts from his conversation with The Wall Street Journal's Gerald Seib.

CFO Journal provides original real-time reporting and analysis on news and trends of critical importance to senior corporate finance executives.

Read the complete CFO Network report.

MR. SEIB:Can the government get its house in order, and will we spend the rest of the summer worrying about default on debt?

MR. GEITHNER: Two things are going to happen this summer. One is we're going to avoid a default crisis. No doubt about that. And we're going to have a bipartisan, comprehensive, long-term deficit-reduction framework.

We're trying to negotiate something that's going to be good for the economy in the short term and in the long run. We want to have a framework that restores gravity to our long-term fiscal position, but not so precipitously that we add to the pressures on growth in the near term.

We want to do it in a way that creates some room for the government to do things that only governments can do: help improve incentives for investment, make sure that we're investing in things that really matter for the long term, like education, infrastructure, things like that.

Spending cuts will be included in the current budget deal – insiders from both parties
Washington Post, 6/21 (“The budget debate: Democrats won’t say no and Republicans won't say yes,” Jun 21, 2011,http://www.washingtonpost.com/blogs/ezra-klein/post/the-budget-debate-democrats-wont-say-no-and-republicans-wont-say-yes/2011/05/19/AGRJdLeH_blog.html)

I used to know what people were talking about when they called for a “grand bargain” on the deficit: Democrats would give in on spending cuts, and Republicans would give in on tax increases. Today, we’re on the verge of a couple of grand bargains. But whatever the Republicans are giving in on, it isn’t taxes. The first grand bargain will come by August, when the clock strikes midnight on the debt ceiling. Insiders in both parties think they have a good sense of what that deal will include: about $2 trillion in deficit reduction over the next 10 years, almost all of it from spending cuts, plus an agreement on a budget path for the next decade and a policy that makes deep, automatic cuts if we’re not hitting our deficit-reduction targets by 2014. But what’s the bargain here? Democrats give in on spending cuts and Republicans give in on not destroying the nation’s credit?

Congress will reach a compromise on deficit reduction by August – bipartisan talks
Trumball, Economics staff writer, CS Monitor, 6/22 (“CBO warning to Congress: national debt needs action, and soon,” Jun. 22, 2011, Christian Science Monitor, http://www.csmonitor.com/USA/Politics/2011/0622/CBO-warning-to-Congress-national-debt-needs-action-and-soon)

Many members of Congress are already trying to address the issue, with bipartisan talks chaired by Vice President Joe Biden continuing this week. The goal is to reach consensus on a plan to raise the debt limit while also significantly reducing future federal deficits. It's getting toward crunch time in those deficit talks, with both sides pressing to find as much as $2.4 trillion in deficit reduction (spread over the next decade), by early July. Congress needs to draft legislation and approve it by early August to avoid having the Treasury run out of cash. Headed the wrong direction Although the CBO's basic story line isn't new, this year's report finds that the outlook for the national debt now looks a bit worse than it did a year ago. "By the end of this year, CBO projects, federal debt will reach roughly 70 percent of gross domestic product (GDP) – the highest percentage since shortly after World War II," Douglas Elmendorf, the director of the nonpartisan agency, said in a blog post accompanying the report. And "with the aging of the population and growing health care costs, the budget outlook, for both the coming decade and beyond, is daunting." A status-quo policy course, in which a retirement wave pushes Medicare and Social Security costs up while tax revenues remain flat, would cause debt to grow rapidly, "reaching levels far above any ever experienced in US history," Mr. Elmendorf warned. A chart shows public debt nearing 200 percent of GDP – and rising fast – as of 2035. If anything, the CBO report understates the severity of the long-term problem, he added. That's because key conclusions don't attempt to gauge the likely negative effects of rising debt would have on the economy. Large budget deficits and growing debt would reduce national saving, leading to higher interest rates, more foreign borrowing, and less domestic investment. Growing debt would also raise the probability of a sudden debt crisis and leave policymakers with fewer options for responding to such a crisis, Elmendorf said. Congress engaged Congress is keenly focused on the fiscal outlook now, for a couple of reasons. First, the public doesn't like the idea of more US borrowing, now that the Treasury has reached its current statutory limit of about $14.3 trillion. (That figure includes both debt issued to public investors and debts owed from one part of government to another.) Second, the performance of the economy is at stake. Federal deficits have been running near historic highs in the wake of a severe recession. Republicans argue that reducing federal spending is vital to restoring economic health. But many economists warn that, if Congress cuts too quickly, the move could harm economic activity in the near term. Elmendorf noted the challenge. Failing to address the fiscal problems at all would substantially reduce the nation's rate of economic growth over the long run, the CBO warned. Central options include spending cuts, tax hikes, or some mix of those strategies. "Making such changes while economic activity and employment remain well below their potential levels would probably slow the economic recovery," Elmendorf wrote. "However, the sooner that medium- and long-term changes to tax and spending policies are agreed on, and the sooner they are carried out once the economy recovers, the smaller will be the damage to the economy from growing federal debt." 

Spending cuts are likely in the August budget deal – Biden group racing to make a deal
Reuters, 6/22 (“WRAPUP 2-Democrats call for new spending in debt deal,” Jun, 22, 2011, Reuters, http://www.reuters.com/article/2011/06/22/usa-debt-idUSN1E75L0GC20110622)

"If policymakers are to put the federal government on a sustainable budgetary path, they will need to increase revenues substantially as a percentage of GDP, decrease spending significantly from projected levels, or adopt some combination of those two approaches," the report said. The Biden group, which includes six Republican and Democratic lawmakers, is racing to complete a deal by next week, but negotiators remain at odds over some of the biggest ticket items on the federal ledger. "We need trillions of dollars in savings and spending cuts to demonstrate to the American people that we are changing the system here," Representative Eric Cantor, a participant in the talks who is the No. 2 Republican in the House of Representatives, told reporters. Republicans say they will not consider tax increases, while Democrats have said they won't back cuts to expensive health care benefit programs. The group is trying to find a way to reduce stubborn budget deficits by $4 trillion over the next 10 years to give lawmakers the political cover to raise the $14.3 trillion debt ceiling by a large enough increment to cover borrowing needs through the 2012 elections. Treasury Secretary Timothy Geithner has warned that the country could default on its loans if Congress doesn't act by Aug. 2, a scenario that could push the country back into recession and upend financial markets.

Senate will reach an agreement to reduce deficit spending – public support echoes 

Washington Post, 6/22 (“Dems lost the argument over the deficit, because they never engaged it,” Jun. 22, 2011, The Washington Post, http://www.washingtonpost.com/blogs/plum-line/post/dems-lost-argument-over-deficit-and-spending-because-they-never-engaged-it/2011/03/03/AG7q7ufH_blog.html) 

In case you need further evidence that the Dem decision to effectively endorse the right’s austerity/cut-cut-cut frame is only harming themselves, check out the internals of the new Bloomberg News poll. They show that the public broadly agrees with Republican arguments about the deficit, spending cuts and what it takes to rebuild the “confidence” required for an economic rebound. The key numbers: * Fifty-five percent of Americans think that spending cuts and tax cuts will give businesses more confidence to hire. Only 17 percent think government should spend more to stimulate the economy, and only another 17 percent think we should maintain current spending levels. * Sixty-five percent say that a major reason for the economy remaining in the toilet is because the large federal deficit makes the economy “unstable.” * Fifty-two percent think a major reason for our economic doldrums is that “uncertainty” created by government regulations and taxes is harming hiring. * Only 35 percent think a major reason for the economic doldrums is that spending cuts hurts jobs. In other words, the public broadly believes in what Paul Krugman refers to as the “confidence fairy,” i.e., the notion that deficit cutting is an important component in restoring “economic confidence,” a notion that even the White House has endorsed. It also agrees with the GOP’s argument that excessive regulation and taxes create “uncertainty.” Now, maybe you can see this as a bit of a chicken-and-egg situation. Maybe these numbers support the idea that there was never any percentage for Dems in making a real case for more stimulus and for deferring action on the deficit until unemployment came down. Maybe these numbers show that the public has internalized the idea that government is a massive drag on the economy and can’t possibly create jobs — and that there’s no point in trying to change people’s minds. Maybe these numbers show that the best hope for Dems is to reach a deficit reduction deal and get this issue off the table before trying to manage some kind of pivot to jobs. 

at: negotiations freeze now

Debt ceiling will be raised – it’s just Republican brinksmanship
Yakabuski, 11 (Konrad, “Threat of U.S. credit downgrade a rebuke to political posturing,” Apr. 19, 2011, Globe & Mail (Toronto, Canada), infotrac newsstand)

While no one is suggesting the United States risks a Greece-like debt crisis any time soon, the country's continued failure to address its budgetary problems could undermine investor faith in its creditworthiness just as it struggles to emerge definitively from the worst economic downturn in decades. Instead of feeling chastened by the S&P report, however, each party sought advantage in it. Republicans claimed it buttressed their demands that a deal on raising the federal debt ceiling include deeper spending cuts in the 2012 budget. The current $14.3-trillion limit on Treasury borrowing will be reached by mid-May. Democrats countered that the report underscored the need for a "clean vote" on the debt ceiling, with no strings attached, so as to reassure investors that they can continue to buy U.S. Treasuries without fear of a default. "We cannot play chicken with the full faith and credit of the United States government," White House press secretary Jay Carney said. "Regardless of ...what [deficit reduction] agreements are reached along the way and in what time frame, it is absolutely a fact that Congress will raise the debt ceiling, because not to do that would be a catastrophic folly." Indeed, a deal on raising the debt ceiling is a near certainty. But it will not come before politicians subject Americans and the world to an extravaganza of brinkmanship, just as they did leading up to the April 8 deadline for a deal on the 2011 budget. A "last minute" agreement averted a government shutdown. 

Debt ceiling will be raised 

WSJ, 6/21 (“US Treasury Exec: Seeing Signals Debt Ceiling Will Be Raised,” Wall Street Journal, Jun 21, 2011, http://online.wsj.com/article/BT-CO-20110621-709476.html)
There are increasing signs that politicians will reach an agreement to raise the U.S. debt ceiling before the August deadline, a Treasury official said Tuesday. There will be "a certain amount of theater over the summer" as U.S. politicians debate the issue, Mary John Miller, Assistant Secretary for Financial Markets at the Department of the Treasury, said at a conference in London organized by Euromoney Conferences. "The signals we are getting from politicians indicate that they will raise the debt ceiling," she said, adding that political parties recognize the importance of getting U.S. debt under control. 

Obama will meet with leaders – debt ceiling and deficit reduction will pass

International Business Times, 6/27 (“Obama plunges into debt ceiling talks,” Jun. 27, 2011, International Business Times, http://www.ibtimes.com/articles/170061/20110627/obama-deficit-talks-obama-deficit-debt-ceiling-debti-limit.htm)

Read Later President Barack Obama will meet with leaders from both parties Monday, seeking to overcome an impasse in negotiations over a deal to raise the federal debt limit. Vice President Joe Biden had been presiding over bipartisan talks, but they fell apart last week when U.S. Rep. Eric Cantor, R-Va., withdrew, citing Democrats' insistence that revenue increases be part of a deficit reduction package. Republicans have staunchly opposed any type of tax increase being included in the deal, and U.S. Sen. Mitch McConnell, R-Ky, telegraphed his intention to hammer this point when he meets with Obama this afternoon. "Throwing more tax revenue into the mix is simply not going to produce a desirable result, and it won't pass," McConnell said Sunday on ABC's "This Week with Christiane Amanpour." "I mean, putting aside the fact that Republicans don't like to raise taxes, Democrats don't like to either." Republicans have said a measure to reduce the deficit must be equal in size to the roughly $2 trillion increase in the debt limit, but Democrats have set that target is impossible to reach without some form of revenue increase such as closing corporate tax loopholes. "The president is willing to make tough choices, but he cannot ask the middle class and seniors to bear all the burden for deficit reduction and to sacrifice while millionaires and billionaires and special interests get off the hook," White House Press Secretary Jay Carney said Friday. That's not "a fair and balanced approach." Obama will also be meeting with U.S. Sen. Harry Reid, D-Nev., the Senate majority leader.

Despite partisanship deficit reduction will still happen this year

CNN, 6/27 (“Obama believes a significant deficit deal is possible this year,” CNN, Jun. 27, 2011, http://edition.cnn.com/2011/POLITICS/06/27/deficit.talks/)
President Barack Obama said after his meeting Monday with the Senate majority leader that they believe "a significant deal remains possible" on deficit reduction this year, White House press secretary Jay Carney told reporters. Obama met with Sen. Harry Reid, D-Nevada, in the morning and was to later talk with Senate Minority Leader Mitch McConnell, R-Kentucky, to keep the negotiations going on a possible deficit reduction deal. The sessions come after talks led by Vice President Joe Biden concluded last week without an agreement and as congressional leaders hardened their positions, making a possible compromise more difficult. With an August 2 deadline looming to increase the federal debt ceiling or face possible default on debt obligations, pressure is mounting to reach a deal that will prevent market jitters and corresponding harm to the still-recovering economy. "If everyone is willing to abandon the 'my way or the highway approach' ... we can get a significant deal this year," Carney said. He made clear that the question of raising tax revenue, which Democrats support and Republicans oppose, is a major stumbling block. Carney also said that cutting both discretionary government spending and military spending is necessary, calling on Republicans to take on a "sacred cow" by backing defense reductions.

Lawmakers will raise the debt ceiling in the next five weeks 

NPR, 6/27 (“Obama Turns his Attention to Deficit Reduction,” Jun. 27, 2011, NPR, http://www.npr.org/2011/06/27/137442548/obama-turns-his-attention-to-deficit-reduction)
After weeks of leaving deficit-reduction talks to Vice President Biden, President Obama will meet personally with Republican and Democratic leaders of the Senate. They're trying to work out a plan to stem the tide of red ink. But no matter what happens, the government will need to keep borrowing money. And that means lawmakers will need to raise the federal debt ceiling within the next five weeks.
link uniqueness—no nasa spending
Obama’s NASA proposal reflects the new fiscal reality

Santini 11 (Jean-Louis, February 14, “Obama: Five-year freeze on NASA budget”, http://www.physorg.com/news/2011-02-obama-five-year-nasa.html) WSX

Obama would restrict NASA's budget to last year's levels, $18.7 billion annually through fiscal 2016. The figure represents a 1.6-percent decrease from the spending total the agency had sought for fiscal 2011, which ends in September.

"This budget requires us to live within our means so we can invest in our future," NASA Administrator Charles Bolden told a news conference.

Bolden sought to put a brave face on the budget limitations, saying the administration's proposal "maintains our commitment to human spaceflight" and research.

Experts said it reflected Washington's new fiscal reality, framed by voter frustration with excessive government spending.

"There is not a lot of money available," said John Logsdon, a former director of the Space Policy Institute in Washington.

"It should not compromise what NASA wants to do but it certainly would slow it down," said Logsdon, an independent consultant to the Obama administration.

The belt-tightening comes just as the United States winds down its space shuttle program, and struggles to move forward on a replacement for the vaunted vessels that have carried hundreds of astronauts into space. 

Obama freezing NASA spending – moving away from a decade of deficits

Moskowitz 11 – Senior Writer for Livescience (Clara, February 14, “President Obama Freezes NASA's Budget at 2010 Levels”, http://www.space.com/10845-nasa-2012-budget-announcement-obama.html) WSX

The Obama administration has announced its 2012 budget request, which if approved would freeze spending for NASA and other federal agencies at 2010 levels for the next fiscal year.

The 2012 budget request allocates $18.7 billion for NASA, the same amount the agency received in 2010. That's about $300 million less than NASA received in the president's 2011 budget request.

"The times today are very difficult fiscally, and we're going to live within a budget," NASA administrator Charles Bolden said at a press conference today. "What we do has to be affordable, sustainable, and it has to make sense."

The move is part of an overall five-year freeze on non-security discretionary spending that the White House is proposing.

"The fiscal realities we face require hard choices," President Barack Obama wrote in his statement on the new budget. "A decade of deficits, compounded by the effects of the recession and the steps we had to take to break it, as well as the chronic failure to confront difficult decisions, has put us on an unsustainable course. That's why my budget lays out a path for how we can pay down these debts and free the American economy from their burden."

The new budget request applies to the 2012 fiscal year, which begins Oct. 1, 2011. This preliminary proposal, however, is likely to be modified by Congress.

Stuck in limbo

The announcement comes at a time when a federal budget for 2011 has yet to be passed. The government, including NASA, is currently operating under a stopgap measure called a continuing resolution enacted while lawmakers try to agree on a federal budget.

The current continuing resolution is set to expire on March 4. Lawmakers are preparing another continuing resolution that would tide the government over until September.

The House Appropriations Committee aims to enact big spending cuts that would reduce NASA's proposed $19 billion budget for 2011 by $578 million as part of a wider plan to trim $100 billion from the national budget, according to Space News. That would be a $303 million drop from the previous year.

Some space supporters were hoping the new 2012 budget request would increase NASA's budget and fund it at levels adequate to accomplish the goals set forth in the NASA Authorization Act passed by Congress and signed into law by the president, in October 2010. That act recommended the agency receive a yearly budget of $19.45 billion – $750 million more than the 2012 budget blueprint lays out.

"I don't know what will be in the budget, but I hope that it will be adequate to move forward exploration and commercial crew to LEO [low-Earth orbit] development," former astronaut Leroy Chiao said Friday (Feb. 11). Chiao served as member of the independent panel Obama commissioned to review NASA's plans in 2009. "These are the two most important components of forward U.S. HSF [Human Space Flight] plans."

Budget breakdown

Although the new budget blueprint would roll back overall NASA spending, it does recommend boosts for some NASA sectors, including partnerships with commercial spaceflight companies.

Obama’s current NASA budget appeals to budget-slashing Republicans

Smith 11 covers technology policy as a staff reporter for National Journal (Josh, February 14, “NASA Largely Spared Big Cuts in Obama Budget”, http://www.nationaljournal.com/nationalsecurity/nasa-largely-spared-big-cuts-in-obama-budget-20110214) WSX

President Obama’s controversial vision for America’s space program may have already come face to face with fiscal reality. NASA largely dodged major cuts under his proposed budget released today, but the plan reveals some significant reallocation of funds and doesn’t appear to include any of the $6 billion boost that he promised to provide over five years.

The total amount budgeted for NASA matches 2010’s funding of $18.7 billion, but the plan strips nearly $2 billion from the Space Operations program, which is responsible for operating the space shuttle and International Space Station. This reduction is based largely on the shuttle program drawing to an end (the last flight is scheduled this year), as well as a planned merger of the two directorates.

Funding for NASA’s Exploration directorate got a bump, funneling dollars to the programs developing the next generation of space vehicles and technology. 

Last year, Obama scuttled a Bush-era plan to return to the moon and called for more privatization, as well as missions to an asteroid and Mars. To meet those goals, however, the president proposed a $6 billion surge in funding over the next five years. Without any of that money, analysts say the current plan amounts to a budget cut.

The question now is how Obama’s NASA plan will fare in the budget-slashing frenzy in Congress, where House Republicans have called for a $379 million cut for the space agency’s budget. However, politicians traditionally have been loathe to cut the jobs the space program provides, a concern that crosses party lines.

On February 4, Senate Majority Leader Harry Reid, D-Nev., sent a letter to Obama in which he urged the president to preserve the compromises worked out last year. So far it appears that Obama has heeded that call. The test now becomes whether Congress will, too. 

NASA budget reflects fiscal discipline now

Harwood 11 – CBS News Space Consultant (William, February 14, “Obama administration proposes flat NASA budget”, http://spaceflightnow.com/news/n1102/14nasabudget/) WSX

Faced with reduced funding and an uncertain outlook, NASA's $18.7 billion fiscal 2012 budget prioritizes the Obama administration's major goals and objectives, focusing on maintaining the International Space Station, retiring the shuttle and ramping up efforts to spur development of commercial manned spacecraft.

The budget also reflects the administration's commitment to building a new heavy-lift rocket and a crew capsule that could be used for deep space exploration. 

 But the budget follows the administration's proposal to freeze federal funding at 2010 levels for the next five years, resulting in a $276 million decrease for NASA compared to the agency's 2011 budget.

Until Congress weighs in with actual funding, it's not clear when a viable United States manned spacecraft will emerge to service the station or when eventual deep space missions might occur.

In the meantime, with the shuttle's retirement looming after a final three missions, NASA will continue to rely on Russia to provide transportation to and from the space station aboard Soyuz spacecraft at about $55 million a seat.

"This budget requires us to live within our means so we can invest in our future," NASA Administrator Charlie Bolden told reporters. "It maintains our strong commitment to human spaceflight and new technologies. It establishes critical priorities and invests in excellent science, aeronautics research and education programs that will help us win the future."

Because "these are tough fiscal times, tough choices had to be made," he said. "Our number one priority is safely flying out the shuttle and maintaining the safety and well being of the American astronauts currently living and working in space."

NASA is working under a continuing resolution that requires the agency to operate at 2010 funding levels. The $19 billion fiscal 2011 budget remains in limbo, as does precise funding to begin ramping up work on commercial manned spacecraft, the new heavy lift launcher and the multi-purpose crew vehicle NASA is planning for deep space exploration.

The new budget funds the congressionally mandated Space Launch System heavy lift rocket, or SLS, and the Multi-Purpose Crew Vehicle, or MPCV, at roughly the same levels that were authorized in the 2011 budget: $1.8 billion for the rocket and $1 billion for the crew capsule.

Obama cutting back now on NASA waste

Youst 10 – Staff Columnist (Keith, April 9, “Should We Cut NASA Funding”, http://tech.mit.edu/V130/N18/nasap.html) WSX

The White House has announced plans to host a conference in Florida on April 15 during which President Obama will unveil his vision for the U.S. space program. If recent moves by the administration are any indication, this new vision will significantly curtail public funding for space activity. The president is working hard to spin the upcoming change as a transition rather than a cut, and perhaps for good reason: He is unlikely to find a receptive audience in Florida, long a recipient of the National Aeronautics and Space Administration’s largess.

But while the swing-state politics of the Sunshine State may compel Obama to tread carefully, we as the general public should recognize this new policy for what it is: a dramatic reduction in human space exploration. We should also support Obama for his fiscal discipline in cutting what has been a horrendous waste of our society’s resources. 

NASA getting trimmed now – meets republican efforts to scale back spending

Morring, 10 - Aviation Week's Senior Space Editor [Frank Morring, 10/12/10, Aerospace Daily and Defense Report: “Obama Signs NASA Reauthorization Bill” LexisNexis] WSX

NASA and its backers on Capitol Hill will be pushing for funding to go with the Fiscal 2011 reauthorization bill for the space agency that President Barack Obama signed into law Oct. 11.

Enactment of the three-year, $58.4-billion authorization measure marks a hard-won compromise between the White House, which initially wanted to hand off U.S. human access to space to the private sector, and members of Congress with a strong need to buffer their constituents from the employment effects of the White House plan.

Sen. Bill Nelson (D-Fla.) said Oct. 1 he is hopeful a parallel funding measure will pass Congress during a lame-duck session after the midterm elections Nov. 2. A prime mover behind the compromise language, Nelson said any problem getting NASA funded will grow out of conservative efforts to scale back federal spending across the board, rather than from issues with the new approach for NASA.

That approach includes $11.5 billion over the next six years to build a U.S. heavy-lift launch vehicle able to send a modified Orion Crew Exploration Vehicle beyond low Earth orbit; a strong effort to develop new technology for space exploration; and continued support for commercial human spaceflight, but at lower levels than the White House originally sought.

The compromise law also extends the International Space Station to 2020 — as recommended by the space policy review panel headed last year by former Lockheed Martin CEO Norman Augustine — and adds one more space shuttle flight to the two already on the books to carry supplies to the ISS.

That flight will take place after June 1, 2011, according to Lori Garver, deputy NASA administrator.

Garver took over at a hastily assembled press teleconference Oct. 11 after Administrator Charles Bolden read a prepared statement on the bill and dropped off the call for what a spokesman said was another engagement.

In addition to Nelson, also fielding questions were Rep. Suzanne Kosmas (D-Fla.), who represents the district that includes Kennedy Space Center, and former astronaut Sally Ride, a member of the Augustine panel.

Ride termed the new legislation «a good bill» that addressed many of the issues the Augustine panel raised with the old U.S. space policy.

That approach, centered on the Constellation Program of back-to-the-Moon vehicles, was «unsustainable» from the point of view of available funds, the Augustine panel reported.

But the new law requires NASA to incorporate workers, contracts and technology from the $9 billion Constellation effort «wherever practicable,» which Nelson said should be sufficient to build a new launch vehicle.

«If we can’t develop a new rocket for $11.5 billion, building on a lot of the technologies that were already developed in spending $9 billion, if we can’t do it for that, then we ought to question whether we can build a rocket,» Nelson said. «We are in fiscally austere times, and we have to be realistic.»
Space spending low – deficit concerns

Traphagen 6/22 (6/22/11, Mitch Traphagen, Observer News, “The dawn of the final mission,” http://www.observernews.net/thisweek/front_page/3597-The_dawn_of_the_final_mission.html)

In an era of severe budget deficits, with its fixation on the growing national debt and the looming specter of across-the-board government cuts in services, there are many who may argue that the United States can no longer afford to travel into space. The  350 American astronauts who have actually been there since Alan Shepard was first launched into orbit aboard Freedom 7 more than 50 years ago, along with millions of Americans who believe in what this nation can accomplish, know different. America can’t afford to not travel into space. This nation has always reached for the stars. This nation has the capability of touching them.

econ high now
The economy is set to grow 2.3% for the second quarter – economists agree 

The Consumerist, 6/28 (“Economists: Second Half Of 2011 Will Be Stronger Than First,” Jun. 28, 2011, http://consumerist.com/2011/06/economists-second-half-of-2011-will-be-stronger-than-first.html)

If the Japanese disaster and out-of-control oil prices slowed economic recovery in the first half of 2011, a second half of the year free of such setbacks could mean better days for the economy. This is according to analysts who say economic growth is set to ramp up. The AP surveyed 38 top economists and found that the average projected growth for the rest of the year is 3.2 percent, which would be an improvement from the 1.9 percent growth in the first three months of the year. The economists predicted an average growth of 2.3 percent for the second quarter, which ends this week. An increase in growth doesn't mean the nation's struggles with unemployment will cease. The story says the economy has to grow an average of 5 percent for a year to lower unemployment to 8.1 percent from its current 9.1 percent.

Indicators show optimism for the economy in the second half of the year as US factories ramp up production following the Japanese natural disasters

Business Week, 6/27 (“Ahead of the Bell: Consumer Spending,” Jun. 27, 2011, http://www.businessweek.com/ap/financialnews/D9O45UFG0.htm)
Consumer spending is expected to show only a tiny gain in May and after adjusting for higher prices could actually decline. Household incomes will likely show a modest gain, held back by weakness in the labor market last month. The consensus forecast of economist survey by FactSet is that spending will edge up 0.1 percent while incomes will rise 0.4 percent. The government will release the new report at 8:30 a.m. Eastern on Monday. In April, consumers spent more but much of the 0.4 percent increase reflected a surge in prices for food and gasoline. Excluding price changes, spending rose a much smaller 0.1 percent in April. Some economists believe that spending after adjusting for inflation may actually fall in May, something that has not occurred since January 2010. Incomes rose 0.4 percent in April but after-tax incomes adjusted for inflation were flat for a second straight month. Income growth in May will be hurt by the fact that the labor market weakened considerably during the month with just 54,000 jobs created, the poorest performance in eight months, and the unemployment rate ticking up to 9.1 percent. The economy has slowed significantly this year with the overall economy growing at an annual rate of just 1.9 percent in the January-March period, the government reported Friday, and many economists believing that growth is only slightly better in the current April-June period. However, there is more optimism about a moderate economic pickup in the second half of the year, reflecting the fact that gasoline prices, since peaking in early May at nearly $4 per gallon nationwide, have dropped by 38 cents to around $3.60 currently, according to AAA's daily fuel gauge. Lower gas prices will mean consumers will have more to spend on other items. Also boosting optimism is the expectation that U.S. factories will begin producing more as Japan's factories resume more normal operations, meaning that they will begin shipping crucial component parts for autos and other products. U.S. factories had to curtail their operations because of the disruptions in the supply chain following the Japanese natural disasters. Mark Zandi, chief economist at Moody's Analytics, said he expected the overall economy to rebound to growth of around 3 percent in the July-September quarter and an even faster 4 percent in the October-December period. He said he based that forecast in large part on an expectation that falling gasoline prices will give consumers more to spend on other items and the expectation that a gradually improving labor market will mean people will have more incomes to spend. Economists closely watch consumer spending because it accounts for 70 percent of economic activity.

Relief is in sight – gas prices are falling 

Economic Times, 6/28 (“Why economists see a stronger second half for US in 2011,” Jun. 28, 2011, http://economictimes.indiatimes.com/news/international-business/why-economists-see-a-stronger-second-half-for-us-in-2011/articleshow/9020055.cms)

Farewell and good riddance to the first half of 2011 - six months that are ending as sour for the US economy as they began. Most analysts say economic growth will perk up in the second half of the year. The reason is that the main causes of the slowdown - high oil prices and manufacturing delays because of the disaster in Japan - have started to fade. ``Some of the headwinds that caused us to slow are turning into tail winds,'' said Mark Zandi, chief economist at Moody's Analytics. For an economy barely inching ahead two years after the Great Recession ended, the first half of 2011 can't end soon enough. Severe storms and rising gasoline prices held growth in January, February and March to a glacial annual rate of 1.9 per cent. The current quarter isn't shaping up much better. The average growth forecast of 38 top economists surveyed by The Associated Press is 2.3 per cent. The economy has to grow 3 per cent a year just to hold the unemployment rate steady and keep up with population growth. And it has to average about 5 per cent growth for a year to lower the unemployment rate by a full per centage point. It is 9.1 per cent today. As welcome as the stronger growth envisioned in the second half is, the improvement should be modest. For the final six months of the year, the AP economists forecast a growth rate of 3.2 per cent. So far this year, high gas and food prices have discouraged people from spending much on other things - from furniture and appliances to dinners out and vacations. That spending fuels economic growth. And some US auto factories had to suspend or trim production after the March earthquake in Japan interrupted supplies of parts and electronics. American dealerships have had fewer cars to sell. The latest dose of glum news: The government reported Monday that consumer spending was about the same in May as in April, the first time in a year that spending hasn't increased from the previous month. The report confirmed the toll that high gas prices, Japan-related disruptions and high unemployment have taken on personal spending in the second quarter. ``Here's to a better third,'' says Jennifer Lee, senior economist at BMO Capital Markets. Relief is in sight, economists say. Oil prices have been falling since late May. The drop has lowered the price of regular unleaded gasoline by 23 cents in the past month, to a national average of $3.57 a gallon (3.8 liters), according to AAA.

Gas prices are falling, manufacturing is increasing, and jobs are being created – the economy will continue to grow but is still fragile

Ebeling, studied the global financial and stock markets specialist in equities/commodities, and an accomplished chart reader who advises technicians with regard to Major Indices Resistance/Support Levels, 6/28 (Peter, “A Stronger US Economy,” Jun. 28, 2011, International Business Times, http://uk.ibtimes.com/news/170519/20110628/forex/us-dollar/a-stronger-us-economy.htm)

Economist and analysts are saying the economic growth in the US will brighten in 2-H of this year. The reason is that the 2 Key causes of the slowdown: high Crude Oil1 prices, and manufacturing delays because of the disaster in Japan2, have begun to fade. Some of the headwinds that caused us to slow are turning into tail winds," said Mark Zandi, chief economist at Moody's Analytics. For an economy just inching ahead 2 yrs after the "Great Recession" ended, 1-H of Y 2011 cannot end soon enough, as the natural and commodity market events that slowed growth in the US in January ,February and March to an annual rate of 1.9% fade into the history books. The current Quarter is shaping up a little better; the average growth forecast of 38 top economists surveyed is 2.3%. The economy has to grow 3% a year just to hold the unemployment rate steady, and keep up with population growth. And it has to average about 5% growth for a year to lower the unemployment rate by a full percentage point. It is holding at 9.1% now. As welcome as the stronger growth eyed in 2-H is, the improvement will likely be small. For the final 6 months of the year economists forecast a growth rate of 3.2%. This year, high gasoline and food prices have discouraged people from spending much on other things, from furniture and appliances to dinners out and vacations. That kind of spending fuels economic growth. In the latest bit of sour news, the US government reported Monday that consumer spending was about the same in May as in April, the 1st time in a year that spending has not increased from the prior month. The report confirmed the toll that high gas prices, Japan3-related disruptions and high unemployment have taken a toll on personal spending in Q-2. Relief is in sight though, as the Crude Oil4 price has been falling since Memorial Day. The drop has lowered the price of regular unleaded gasoline by 0.23 gal in the past month, to a national average of 3.57 gal at the pump according to AAA. The timing of the drop in gasoline prices is good because they usually rise during the Summer driving season. And the bottle necks in the Global manufacturing chain are starting to clear as the Japanese factories that make cars and electronics resume production, that means that auto sales should improve later this year because the lost production from the earthquake is coming back faster than had been expected by many. A sign of that rebound came when the Federal Reserve5 Bank of Chicago reported Monday that manufacturing in the Midwest rebounded in May after falling sharply in April. And last week, the US government said orders for machinery, computers, cars and other durable goods rose a bit in May after dropping in April. Economists attributed the turn around, in part, to Japanese factories that started to rev up early. The US economy is also expected to get a slight 2-H boost from reconstruction in flood-ravaged sections of the South and Midwest. Construction workers will be employed rebuilding homes and businesses. People will replace destroyed cars and other possessions. Analysts predict the economic losses from the floods in the April-June Quarter will be reversed in the July-September Quarter. Economists recently surveyed opine that unemployment will fall to 8.7% at year's end, not great but a move in the right direction. Stay tuned...

Economic recovery is on track but still fragile 

CNN Money, 6/2 (“Warning: Economic Recovery at Risk,” http://money.cnn.com/2011/06/02/news/economy/recovery_at_risk/index.htm)

Job growth seems to be losing momentum, home prices just slumped to new lows and consumers are feeling far from rosy about the economy. Can you blame them? Two years have passed since the recession officially ended1, and the recovery appears to be slowing down -- not accelerating. "We've had a poor economic recovery to begin with, and now it appears to be segueing into an end," said Robert Brusca, chief economist at FAO Economics. How did this happen? Economists blame a complicated web of factors. First, the recovery is losing its government-provided training wheels. The Federal Reserve's $600 billion in monetary stimulus2 is scheduled to run out later this month, and federal stimulus dollars to state and local governments3 have already wound down. Policymakers had hoped those efforts would put the economy on firmer footing, but they also didn't anticipate the blow from rising oil prices earlier this year, the earthquake in Japan and severe weather including flooding and tornadoes in the South. And economists disagree on whether those unexpected factors will cause a temporary slump or have a lasting effect on growth. Goldman downgrades U.S. growth again4 Economists at Deutsche Bank for example, believe the recovery will regain steam after energy prices level out and global supply-chain disruptions, resulting from Japan's earthquake, dissipate in a few months. Others, including Goldman Sachs5, have slashed their estimates for economic growth multiple times, pointing to a broad-based slowdown through the year. "Special factors do seem important, but they cannot explain all the recent weakness in the data, and the economy does seem to have slowed," Goldman Sachs economist Zach Pandl wrote in a note to clients last week. In either case, the recovery was already moving at a snail's pace, and appears even slower now than just a few months ago. 0:00 / 5:47 Fed - 0% interest fallout Sure, stocks6 have regained their lost ground from their deep drop in the recession and company earnings have recently been solid. That's great for Wall Street, but more than two-thirds of the nation's gross domestic product7 depends on spending on Main Street. And for them, the going hasn't been all that good. Consumers typically hold most of their wealth in their homes -- not the stock market -- and they're still hurting from home prices, which recently fell to their lowest levels since 2002.8 Scary signs for jobs9 Meanwhile, economists are expecting the government's jobs report due Friday10, to show the economy added only 170,000 jobs in May. That's down significantly from the momentum gained earlier this spring, when the labor market grew by 200,000 jobs each month since February. Employers are reluctant to hire, wondering if their taxes are likely to increase significantly next year, and Congress' dawdling on the debt ceiling11 is certainly not boosting confidence in the government's long-term finances12. "If you were a small business person, is there anything going on there that would make you want to grow your business and take on more risks? Not likely," Brusca said. Manufacturing stumble threatens global recovery13 Making matters worse, inflation fears aren't out of the picture either. Businesses are starting to pass higher energy and commodity costs through to their prices, putting another dent in consumer purchasing power. Reports this week also showed manufacturing activity slowed14 in China, the United States and across the eurozone in May. Add Europe's debt problems15 and political turmoil in the Middle East and North Africa to the mix, and the recovery is quite vulnerable to more unexpected one-time events, said Mark Vitner, senior economist with Wells Fargo. "Even though we may move past some of the shocks we saw, there's the potential for even more shocks in the second half of the year," he said.

***GENERAL INTERNALS***

fiscal discipline/debt ceiling deal key to econ

Absent fiscal discipline and debt ceiling deal spells out economic meltdown

AFP, 6/14 (“Debt limit row risks confidence in US: Bernanke,” Jun. 14, 2011, AFP,

 http://www.google.com/hostednews/afp/article/ALeqM5iFm1y5WP_BqpJl5sk3Zl5cQBdUJw?docId=CNG.8e4ecab4df197ac6695e0b85f29cdd3b.3c1)

The United States has never defaulted on its debt but is edging dangerously close. The government will run out of room to spend more on August 2 unless Congress bumps up the debt ceiling. But Republican lawmakers, especially in the House of Representatives, are refusing to support such a move until the White House agrees on huge cuts to spending. Bernanke said that putting in place sustainable fiscal policies was a "daunting" challenge "crucial for our nation." "History makes clear that failure to put our fiscal house in order will erode the vitality of our economy, reduce the standard of living in the United States, and increase the risk of economic and financial instability." However, he said, "In debating critical fiscal issues, we should avoid unnecessary actions or threats that risk shaking the confidence of investors in the ability and willingness of the US government to pay its bills." President Barack Obama earlier Tuesday warned of a new economic meltdown if the ceiling is not lifted in time. "We could actually have a reprise of a financial crisis, if we play this too close to the line," Obama told NBC television Tuesday. "We're going be working hard over the next month. My expectation is we're going get it done in a sensible way. That's what the American people expect." Treasury Secretary Timothy Geithner met with Republican and Democratic lawmakers Tuesday to try to find an exit to the impasse. Republicans back trillions of dollars in spending cuts and oppose tax increases to put the economy on a sustainable track after the worst recession in decades resulted in ballooning budget deficits and public debt. Obama's Democrats are open to spending cuts as long as they do not harm the social safety net, such as social security and Medicare programs, and keep on track the weak economic recovery.

Credit default and spending would be catastrophic – lose perfect credit ratings, destroy millions of jobs, cost Chinese investor confidence

AFP, 6/14 (“Debt limit row risks confidence in US: Bernanke,” Jun. 14, 2011, AFP, http://www.google.com/hostednews/afp/article/ALeqM5iFm1y5WP_BqpJl5sk3Zl5cQBdUJw?docId=CNG.8e4ecab4df197ac6695e0b85f29cdd3b.3c1)

The Treasury estimates that a financial crisis resulting from a default would have catastrophic economic consequences and could potentially cost millions of American jobs, at a time of high unemployment that hit 9.1 percent last month. Fitch Ratings last week warned the United States could lose its gold-plated credit rating if it fails to raise its debt ceiling to avoid defaulting on loans. Similar alarms have come from Standard & Poor's and Moody's. China, by far the top holder of US debt, has expressed concern that the massive US stimulus effort launched to revive the economy has led to mushrooming debt that erodes the value of the dollar and its Treasury holdings. China cut its holdings of US Treasury securities in March for the fifth month in a row, to $1.145 trillion, a 2.6 percent decline from an October peak, US data showed last month.

fiscal discipline key to econ

Failure to address the budget deficit ensures a second global recession and collapse of U.S. leadership

Bergsten 9 – C. Fred, Director of the Institute for International Economics, former Assistant Secretary of the Treasury for International Affairs and Assistant for International Economic Affairs to the National Security Council

(Dec, “The Dollar and the Deficits,” Foreign Affairs, lexis)

A first step is to recognize the dangers of standing pat. For example, the United States' trade and current account deficits have declined sharply over the last three years, but absent new policy action, they are likely to start climbing again, rising to record levels and far beyond. Or take the dollar. Its role as the dominant international currency has made it much easier for the United States to finance, and thus run up, large trade and current account deficits with the rest of the world over the past 30 years. These huge inflows of foreign capital, however, turned out to be an important cause of the current economic crisis, because they contributed to the low interest rates, excessive liquidity, and loose monetary policies that—in combination with lax financial supervision—brought on the overleveraging and underpricing of risk that produced the meltdown. It has long been known that large external deficits pose substantial risks to the US economy because foreign investors might at some point refuse to finance these deficits on terms compatible with US prosperity. Any sudden stop in lending to the United States would drive the dollar down, push inflation and interest rates up, and perhaps bring on a hard landing for the United States—and the world economy at large. But it is now evident that it can be equally or even more damaging if foreign investors do finance large US deficits for prolonged periods. US policymakers, therefore, must recognize that large external deficits, the dominance of the dollar, and the large capital inflows that necessarily accompany deficits and currency dominance are no longer in the United States' national interest. Washington should welcome initiatives put forward over the past year by China and others to begin a serious discussion of reforming the international monetary system. If the rest of the world again finances the United States' large external deficits, the conditions that brought on the current crisis will be replicated. To a large extent, the US external deficit has an internal counterpart: the budget deficit. Higher budget deficits generally increase domestic demand for foreign goods and foreign capital and thus promote larger current account deficits. But the two deficits are not "twin" in any mechanistic sense, and they have moved in opposite directions at times, including at present. The latest projections by the Obama administration and the Congressional Budget Office (CBO) suggest that both in the short run, as a result of the crisis, and over the next decade or so, as baby boomers age, the US budget deficit will exceed all previous records by considerable margins. The Peterson Institute for International Economics projects that the international economic position of the United States is likely to deteriorate enormously as a result, with the current account deficit rising from a previous record of six percent of GDP to over 15 percent (more than $5 trillion annually) by 2030 and net debt climbing from $3.5 trillion today to $50 trillion (the equivalent of 140 percent of GDP and more than 700 percent of exports) by 2030. The United States would then be transferring a full seven percent ($2.5 trillion) of its entire economic output to foreigners every year in order to service its external debt. This untenable scenario highlights a grave triple threat for the United States. If the rest of the world again finances the United States' large external deficits, the conditions that brought on the current crisis will be replicated and the risk of calamity renewed. At the same time, increasing US demands on foreign investors would probably become unsustainable and produce a severe drop in the value of the dollar well before 2030, possibly bringing on a hard landing. And even if the United States were lucky enough to avoid future crises, the steadily rising transfer of US income to the rest of the world to service foreign debt would seriously erode Americans' standards of living. Hence, new record levels of trade and current account deficits would likely levy very heavy costs on the United States whether or not the rest of the world was willing to finance these deficits at prices compatible with US prosperity. Washington should seek to sharply limit these external deficits in the future—and it is encouraging that the Obama administration has indicated its intention to move in that direction, opting for future US growth that is export-oriented, rather than consumption-oriented, and rejecting the role of the United States as the world's consumer of last resort. Balancing the budget is the only reliable policy instrument for preventing such a buildup of foreign deficits and debt for the United States. As soon as the US economy recovers from the current crisis, it is imperative that US policymakers restore a budget that is balanced over the economic cycle and, in fact, runs surpluses during boom years. Measures that could be adopted now and phased in as growth is restored include containing the cost of medical care, reforming Social Security, and enacting new taxes on consumption. The US government's continued failure to responsibly address the fiscal future of the United States will imperil its global position as well as its future prosperity. The country's fate is already largely in the hands of its foreign creditors, starting with China but also including Japan, Russia, and a number of oil-exporting countries. Unless the United States quickly achieves and maintains a sustainable economic position, its ability to pursue autonomous economic and foreign policies will become increasingly compromised.

Fiscal discipline is key to avoid economic collapse

Sullivan 6/20 (6/20/11, Paul J. Sullivan, Al-Arabiya Washington, “Frightening profligacy, poor fiscal discipline, disputatious democracy and uncertain leadership in the United States. Analysis by Paul J. Sullivan,” http://english.alarabiya.net/articles/2011/06/20/153996.html)

Much of the fiscal indiscipline in many countries is due to the political invertebracy of many in the political leadership. The profligacy of the past is catching up with the present and could have deep repercussions in the future. The time for leadership, fiscal courage, and some hard thinking and choices is now. Otherwise, the financial crisis of the 2000s could seem quite mild compared to the brewing economic troubles out there.

Deficit reduction solves economic weaknesses

Dykewicz 10 (8/10/10, Paul Dykewicz, Human Events, “Europe Accepts Fiscal Discipline, America Goes Other Way,” http://www.humanevents.com/article.php?id=38478) 

Another risk is that the United States could slide into the kind of distress encountered by European countries in the 1970s and 1980s when uncharacteristically high unemployment rates became the norm. To avoid repeating the European experience, America will need to adjust its strategy, the European-based Economist magazine recently warned. When international agencies and European publications are hammering the United States verbally about irresponsible spending and mounting deficits, it shows how far America has fallen as a global economic leader. The longer the United States government waits to rein in its deficit and adopt the kinds of free-market policies that spur the private sector to invest in growth opportunities and job creation, the slower the recovery, the weaker the job growth and the greater the threat of an economic retreat. 

Continued deficit spending causes econ collapse

ATR 5/16 (5/16/11, Americans for Tax Reform, “Seven Actions the Obama Administration Could Take Instead of Raising the Debt Ceiling,” http://atr.org/seven-actions-obama-administration-instead-raising-a6149)

•End the spending spree. If spending continues on its current trajectory, debt is expected to consume the entire economy in the next two decades. Congress must use the debt limit debate to refocus on the government’s overspending problem, and make meaningful institutional reforms to establish fiscal restraint in federal budgeting. These reforms should look at constitutional spending limits, reforming budget rules and federal bookkeeping and statutory spending caps.

Debt kills investment and the economy

CFR 5/6 (5/6/11, Council on Foreign Relations, “The Budget Deficit and U.S. Competitiveness,” http://www.cfr.org/economics/budget-deficit-us-competitiveness/p24910) 

Most economists fear that large budget deficits and growing debt poses a considerable threat to U.S. global economic competitiveness. Maya MacGuineas of the New America Foundation suggests the government needs a dramatic shift from a consumption-oriented budget to one centered on investment, including R&D and human capital. The Peterson Institute's C. Fred Bergsten says an "early correction" is necessary to prevent investment-killing interest rate hikes and an inopportune rise in the dollar’s exchange rate.* CFR's Sebastian Mallaby says ongoing deficits may reduce the willingness of major investors to buy and hold U.S. Treasuries, pushing up interest rates and threatening the dollar's reserve currency status. Daniel Mitchell of the Cato Institute asserts the best way to control red ink is to cap the rise of federal spending and allow revenue growth from the economic recovery to "catch up." The Economist's Greg Ip advocates a "medium-term plan" that includes a reform of the tax system and, possibly, raising the retirement age.

Continued borrowing hurts the economy

MacGuineas 5/6 (5/6/11, Maya MacGuineas, President of the Committee for a Responsible Federal Budget, “The Budget Deficit and U.S. Competitiveness,” http://www.cfr.org/economics/budget-deficit-us-competitiveness/p24910) 

A balanced, multi-year fiscal consolidation plan needs to be a central part of a strategy to enhance U.S. growth and competitiveness. If we fail to reduce our borrowing needs, at some point there will be upward pressure on interest rates, increasing the cost of capital as well as the interest payments owed by the government, dampening investment, and harming economic growth. This could come on gradually or in the form of a full-blown fiscal crisis.

Spending cuts are key to the economy

Boehner 6/1 (6/1/11, John Boehner, Speaker of the House, statement signed by over 150 economists,  including two Nobel Prize winners (Robert Mundell, Vernon Smith); economists from schools such as Stanford (Michael Boskin, John F. Cogan, Eric A. Hanushek, David R. Henderson, James C. Miller III, John B. Taylor) and Carnegie-Mellon (Robert Dammon, Marvin Goodfriend, Allan Meltzer); a former U.S. Secretary of State (George P. Shultz); and two former directors of the Congressional Budget Office (Douglas Holtz-Eakin, June O’Neill), “ A DEBT LIMIT INCREASE WITHOUT SIGNIFICANT SPENDING CUTS & BUDGET REFORMS WILL DESTROY AMERICAN JOBS,” http://www.speaker.gov/News/DocumentSingle.aspx?DocumentID=243958)

A DEBT LIMIT INCREASE WITHOUT SIGNIFICANT SPENDING CUTS & BUDGET REFORMS WILL DESTROY AMERICAN JOBS An increase in the national debt limit that is not accompanied by significant spending cuts and budget reforms to address our government’s spending addiction will harm private-sector job creation in America. It is critical that any debt limit legislation enacted by Congress include spending cuts and reforms that are greater than the accompanying increase in debt authority being granted to the president. We will not succeed in balancing the federal budget and overcoming the challenges of our debt until we succeed in committing ourselves to government policies that allow our economy to grow. An increase in the national debt limit that is not accompanied by significant spending cuts and budget reforms would harm private-sector job growth and represent a tremendous setback in the effort to deal with our national debt. 

Fiscal discipline is key to the global economy

Emord 10 (9/26/10, Jonathan Emord, Inside Washington, “Global recovery hinges on U.S. fiscal restraint,” http://www.canadafreepress.com/index.php/article/28103)

Fiscal instability in the U.S. reverberates around the world but affects palpably those who invest in the American market and pay for its debt financing (China, Japan, and the Persian Gulf oil-exporting countries) and those who heavily depend upon access to American markets for sales of goods and services (Canada and Europe).  U.S. Treasury securities are held principally by China, Japan and the Persian Gulf oil-exporting countries.  As U.S. national debt climbs annually, U.S. securities become less attractive (often with the value of the dollar declining).  Any movement by principal U.S.  securities holders to reduce their holdings will drive U.S. interest rates higher, worsening domestic U.S. credit markets and affecting the world dependent on those markets.

Debt crisis results in economic collapse

The Associated Press 11 (By ANDREW TAYLOR, Associated Press, June 23, “CBO: Debt crisis looms absent major policy changes”, lexis) WSX

The rapidly growing national debt could soon spark a European-style crisis unless Congress moves forcefully, the Congressional Budget Office warned Wednesday in a study that underscored the stakes for Vice President Joe Biden and negotiators working on a sweeping plan to reduce red ink.

Republicans seized on the report to renew their push to reduce costs in federal benefit programs such as Medicare.

The report said the nation's debt is on pace to equal the annual size of the economy within a decade. It warned of a possible "sudden fiscal crisis" if it is left unchecked, with investors losing faith in the U.S. government's ability to manage its fiscal affairs.

At issue is the $9.7 trillion of U.S. debt held by investors and foreign countries like China, the measure that economists deem most important. Government accounts like the Social Security trust funds account for the rest of the $14.3 trillion total debt.

The study reverberated throughout the Capitol as Biden and senior lawmakers spent several hours behind closed doors. The talks are aimed at outlining about $2 trillion in deficit cuts over the next decade, part of an attempt to generate enough support in Congress to allow the Treasury to take on new borrowing.

Biden made no comment as he departed, except to say the group would meet again on Thursday and probably Friday as well.

President Barack Obama plans to meet with House Democratic leaders Thursday to discuss the status of the ongoing talks. The meeting comes as Democrats want the president to rule out Medicare benefit cuts as part of any budget deal.

The CBO, the nonpartisan agency that calculates the cost and economic impact of legislation and government policy, says the nation's rapidly growing debt burden increases the probability of a fiscal crisis in which investors lose faith in U.S. bonds and force policymakers to make drastic spending cuts or tax increases.

"As Congress debates the president's request for an increase in the statutory debt ceiling, the CBO warns of a more ominous credit cliff a sudden drop-off in our ability to borrow imposed by credit markets in a state of panic," said House Budget Committee Chairman Paul Ryan, R-Wis.

The findings aren't dramatically new, but the budget office's analysis underscores the magnitude of the nation's fiscal problems as negotiators struggle to lift the current $14.3 trillion debt limit and avoid a first-ever, market-rattling default on U.S. obligations. The Biden-led talks have proceeded slowly and are at a critical stage, as Democrats and Republicans remain at loggerheads over revenues and domestic programs like Medicare and Medicaid. Officials said little if any progress was made during Wednesday's session.

With Republicans insisting that the level of deficit cuts at least equal the amount of any increase in the debt limit, it would take more than $2 trillion in cuts to carry past next year's elections. House GOP leaders have made it plain they only want a single vote before the elections.

That $2 trillion-plus goal is proving elusive. And a top Senate Democrat warned Wednesday that it would be insufficient anyway.

"While I am encouraged by the bipartisan nature of the leadership negotiations being led by Vice President Biden, I am concerned by reports the group may be focusing on a limited package that will not fundamentally change the fiscal trajectory of the nation," said Senate budget Committee Chairman Kent Conrad, D-N.D. "That would be a mistake."

Democratic leaders, however, held a news conference Wednesday to argue for more economic stimulus measures such as a proposal floated by the White House to extend a payroll tax cut enacted last year. The move demonstrates the continuing appeal of deficit-financed policy solutions suggested even as warnings of the dangers of mounting debt grow louder and louder.

"We absolutely need to reduce our deficit. We know that," said Senate Majority Leader Harry Reid, D-Nev. "But economists tell us that reducing spending is only half the equation. The other half is measures to create jobs."

With the fiscal imbalance requiring the government to borrow more than 40 cents of every dollar it spends, the CBO predicts that without a change of course the national debt will rocket from 69 percent of gross domestic product this year to 109 percent of GDP the record set in World War II by 2023.

The CBO's projections are based on a scenario that anticipates Bush-era tax cuts are extended and other current policies such as maintaining doctors' fees under Medicare are continued as well. The debt would far more stable under the budget office's official "baseline" that assumes taxes return to Clinton-era rates and that doctors absorb unrealistic fee cuts.

Economists warn that rising debt threatens to devastate the economy by forcing interest rates higher, squeezing domestic investment, and limiting the government's ability to respond to unexpected challenges like an economic downturn.

But most ominously, the CBO report warns of a "sudden fiscal crisis" in which investors would lose faith in the U.S. government's ability to manage its fiscal affairs. In such a fiscal panic, investors might abandon U.S. bonds and force the government to pay unaffordable interest rates. In turn, the report warns, Washington policymakers would have to win back the confidence of the markets by imposing spending cuts and tax increases far more severe than if they were to take action now.

"Earlier action would permit smaller or more gradual changes and would give people more time to adjust to them, but it would require more sacrifices sooner from current older workers and retirees for the benefit of younger workers and future generations," CBO Director Douglas Elmendorf said in a blog post. 
***XT 1NC – CREDIT INTERNAL***

spending kills negotiations/debt ceiling
New spending kills GOP support for budget reduction talks

McKinnon 6/23 (6/23/11, John McKinnon, Washington Wire, “New Stimulus Spending? Even Less Likely.,” http://blogs.wsj.com/washwire/2011/06/23/new-stimulus-spending-even-less-likely/?mod=google_news_blog) 

On Wednesday, Sen. Charles Schumer (D., N.Y.) also floated infrastructure spending and clean-energy projects. Some businesses already are pushing the idea of a tax holiday for corporate overseas profits – a plan that some backers have linked to infrastructure spending.

The fundamental problem for Democrats is that most Republicans are signaling clear opposition to new stimulus efforts in the context of deficit reduction. “This isn’t just mystifying, it’s farcical,” Minority Leader Mitch McConnell (R., Ky.) said on the Senate floor on Thursday. “I mean, most Americans had to wonder if they were dreaming this morning when they saw this headline: `Democrats call for new spending in US debt deal. “More spending? As a solution to a debt crisis? What planet are they on?”

New spending causes GOP backlash

Wong 6/22 (6/22/11, Scott Wong, Politico, “Senate Democrats wade into new spending,” http://www.politico.com/blogs/glennthrush/0611/Senate_Democrats_wade_into_new_spending_.html) 

Short-term proposals, aimed at stimulating the still-flagging economy, could include new spending on infrastructure and clean energy and a White House plan to extend a 2 percent payroll tax cut that was part of a deal struck with the GOP last December. House Speaker "John Boehner called it a gimmick. [House Budget Chairman] Paul Ryan called it a sugar high. [Sens.] Lamar Alexander and Jeb Hensarling both criticized it as short-term stimulus. Apparently, that’s a bad thing,” Sen. Chuck Schumer (D-N.Y.) said Wednesday at a news conference attended by the chamber’s entire Democratic leadership team.

New spending derails debt ceiling negotiations

Cowan and Sullivan 6/22 (6/22/11, Richard Cowan and Andy Sullivan, Reuters, “WRAPUP 3-Democrats call for new spending in US debt deal,” http://www.reuters.com/article/2011/06/22/usa-debt-idUSN1E75L0GC20110622)

Republicans, who favor deep spending cuts, said that idea was not likely to go far in the Biden-led talks. "They're not talking about spending money in there. That's not what they're trying to do," said Ryan Patrimina, spokesman for Senator Jon Kyl, one of two Republicans participating in the talks. Many Republicans view President Barack Obama's 2009 stimulus package as an $830 billion failure. 

deficit reduction prevents downgrade
Credit downgrade is likely unless the budget deficit is slashed

Reuters, 6/21 (“S&P restates political threat to U.S. AAA rating,” Jun 21, 2011, http://www.reuters.com/article/2011/06/21/us-markets-sp-idUSTRE75K3AZ20110621?feedType=RSS&feedName=topNews&rpc=71)

The risks of the U.S. losing its prized triple-A rating over the medium term have increased as the country faces a political impasse and nears its debt ceiling, Standard and Poor's said on Tuesday. While the ability to adapt both fiscal and monetary policy was a positive for the United States, the risk of a credit rating downgrade had increased due to a lack of political consensus on how to employ that flexibility, Moritz Kraemer, head of sovereign credit ratings for Europe at Standard & Poor's, said on Tuesday. "The problem is this flexibility needs to be employed and for that you need political consensus. That's not very visible right now," he said. The United States is expected to exhaust its ability to meet financial obligations by August 2, but the Treasury department has said that date could shift. "The downside risks in the medium term have increased and we did assign a negative outlook that signifies there's a one in three chance the rating might go down in the next few years," Kraemer told a Euromoney bond conference in London. Standard & Poor's threatened in April to downgrade the United States' AAA credit rating unless the Obama administration and Congress find a way to slash the yawning federal budget deficit within two years. Earlier on Tuesday, Fitch ratings said it saw risks of a debt default in the United States, whose top-rated bonds may suffer if the country doesn't lift its fiscal borrowing ceiling. IMF economist Paul Mills also took a negative line on the politics surrounding the U.S. debt situation, speaking at the conference. "I don't think the debate has yet even begun to understand how big a fiscal retrenchment is going to be needed," Mills said. "The parameters of debate are still in the foothills of the problem... we may well see an initial plaster applied until the presidential election then a more fundamental solution after that."

Without raising the debt ceiling and a slash in spending – Moody’s credit downgrade is highly likely 

NY Times, 6/2 (“Moody’s Warns of Downgrade for U.S. Credit,” Jun 2, 2011, http://www.nytimes.com/2011/06/03/us/politics/03congress.html)

Moody’s Investors Service warned on Thursday that it might downgrade the nation’s sterling credit rating if Congress does not increase the nation’s debt limit “in coming weeks,” putting a spur to sputtering talks between party leaders and the White House to reach agreement on a long-term deficit-reduction plan. Moody’s unexpected report follows by six weeks a decision by another major ratings firm, Standard & Poor’s, to lower its outlook for the Aaa rating on United States debt – but not the rating itself -- to negative from stable. Moody’s cautionary note was more pointed in tying a potential reduction in the rating to current budget politics, and urging a resolution weeks sooner than the White House and Congressional leaders were aiming for. Moody’s warning was two-pronged. First, it said, if Congress does not raise the $14.3 trillion debt in coming weeks, the nation’s credit rating could be lowered “due to the very small but rising risk of a short-lived default.” That would likely translate into higher interest rates at a time when the recovery is again slowing. And second, Moody’s warned with an implicit slap at both parties, whether the United States keeps that triple-A rating “will depend on the outcome of negotiations on deficit reduction.” “Although Moody’s fully expected political wrangling prior to an increase in the statutory debt limit, the degree of entrenchment into conflicting positions has exceeded expectations. The heightened polarization over the debt limit has increased the odds of a short-lived default,” the company’s statement said. The goal of the bipartisan budget talks that began in April at President Obama’s initiation has been to reach agreement on deep long-term spending cuts by Aug. 2. That is when the Treasury department has said it will run out of accounting maneuvers to meet the nation’s financial obligations without breaching the debt limit, which would provoke a crisis, even default. House Republicans have said they will not agree to increase the debt limit without parallel action on spending cuts of an even greater amount. The debt limit would have to be raised $2.4 trillion to carry the government through 2012 and that year’s elections. Moody’s action comes a day after House Republican leaders engineered a vote on Tuesday evening in which the House voted overwhelmingly not to increase the debt limit. They said that was their way of proving to Democrats that it could not pass without spending cuts attached, but the Democrats countered that they were risking an adverse market reaction by staging the vote, knowing it would fail. “This report makes clear that if we let this opportunity pass without real deficit reduction, America’s financial standing will be at risk,” House Speaker John Boehner said in a statement. “A credible agreement means the spending cuts must exceed the debt limit increase. The White House needs to get serious right now about dealing with our deficit and debt." 

Spending cuts are key to long term preservation of the US AAA credit rating 

Politico, 6/2 (“Moody's: Debt deal needed fast,” Jun 2, 2011, http://www.politico.com/news/stories/0611/56149.html) 

Moody’s Investors Service warned Thursday that it may downgrade the nation’s credit rating if congressional leaders and the White House don’t reach a deal to increase the debt ceiling well before the August deadline. The rating agency’s report said a “review for possible downgrade” will begin if the talks do not progress in the “coming weeks,” and described the risk of a short-term government default as “very small but rising.” Moody’s said the federal government’s Aaa rating “would likely be affirmed” so long as it avoids default. Moody’s also said it would begin to review and possibly downgrade the nation’s debt before Aug. 2, when Treasury Secretary Timothy Geithner has said the federal government will hit the $14.3 trillion debt ceiling. The statement comes six weeks after Standard & Poor’s lowered the nation’s credit outlook to “negative” and two days after the House overwhelmingly rejected a measure to lift the debt ceiling without corresponding budget cuts. Citing the divided political climate, if a deal to address nation’s long-term debt isn’t reached soon, Moody’s said, no substantive measure is likely until after the 2012 elections. “If this current opportunity passes, Moody’s believes that the likelihood of anything significant being accomplished before the next presidential election is reduced, in part because the two parties each hopes to capture both a congressional majority and the presidency in the 2012 election, after which the winning party could achieve its own agenda,” the agency wrote. “Therefore, failure to reach an agreement as part of the current negotiations would increase the likelihood of a negative outlook in the near term, because the upward debt trajectory would still be in place. At present, this appears the most likely outcome, in Moody’s opinion.” House Speaker John Boehner (R-Ohio), who earlier Thursday harangued the White House for not making enough progress in debt ceiling talks with GOP leaders, released a statement reaffirming his call for spending cuts that exceed any debt limit increase. “This report reinforces the point that Republicans have been making all year: an increase in the debt limit without major spending cuts will hurt our economy and destroy jobs,” Boehner said. Sen. Chuck Schumer (D-N.Y.) said the two sides can reach a debt ceiling deal if Republicans back off of Medicare. “A compromise that both prevents a catastrophic default on our obligations and significantly reduces the debt is within reach, but only if Republicans stop insisting on unattainable, ideological goals like their extreme plan to dismantle Medicare” the New York Democrat said. Boehner also said this week he wants a deal wrapped up in the next month, not at the 11th hour in August. Moody’s said a temporary lifting of the debt ceiling “might delay any rating action” while a permanent solution is negotiated.

If deficit spending isn’t cut, Moody credit downgrade and default are likely – would be catastrophic to the economy

LA Times, 6/2 (“Moody's warns of U.S. credit rating downgrade if no debt ceiling deal comes soon,” Jun 2, 2011, http://latimesblogs.latimes.com/money_co/2011/06/moodys-warns-it-could-downgrade-us-credit-rating-if-no-deal-comes-soon-on-debt-ceiling.html)

Moody's Investors Service warned Thursday that it could downgrade the U.S. government's AAA credit rating if there is no progress in the next six weeks on a deal to raise the nation's $14.29-trillion debt ceiling. The credit rating agency said it saw a "very small but rising risk of a short-lived default" by the government on its obligations to holders of Treasury bonds and other debt. The nation reached the debt ceiling May 16. But the Treasury Department has been juggling some finances to keep the government from default as President Obama negotiates over significant spending cuts that congressional Republicans have made a condition to any increase in the debt ceiling. Those "extraordinary measures" will run out Aug. 2, the Treasury said. Moody's said that although it "expected political wrangling" in Washington, "the degree of entrenchment into conflicting positions has exceeded expectations." "The heightened polarization over the debt limit has increased the odds of a short-lived default," Moody's said. "If this situation remains unchanged in coming weeks, Moody's will place the rating under review." A meeting at the White House on Wednesday between Obama and House Republicans failed to make any progress. Treasury Secretary Timothy F. Geithner on Thursday met with the large House freshman class -- many of which are Tea Party supporters opposed to increasing the debt limit -- to make the case that a U.S. default would be catastrophic to the economy. Moody's said "if progress in negotiations is not evident by the middle of July" it would place the U.S. credit rating on review for possible downgrade because of the risk of a short default. Moody's probably would downgrade the rating to AA shortly after such a default occurred. If default were avoided and a deal struck, the rating probably would not be reduced, Moody's said. "Any loss to bondholders would likely be minimal or nonexistent, as Moody's anticipates that a default would be cured quickly," Moody's said. Thursday's warning came after another leading credit rating agency, Standard & Poor's, last month lowered its outlook for the U.S. to "negative" because of the lack of progress on its large debt and budget deficit. S&P kept the U.S. at a AAA rating, but the downgrade to the outlook meant that there was at least a 33% chance the rating would be lowered in the next two years. Moody's said Thursday it had kept a stable outlook on the U.S. credit rating because it assumed there would be "meaningful progress" over the next 18 months in dealing with the nation's increasing debt. But that outlook could change to negative if there was no deal to address the deficit as part of the debt-ceiling negotiations, the agency said. The U.S. would probably keep its AAA rating if a default is avoided, but "whether the outlook on the rating would be stable or negative would depend on whether the outcome of the negotiations included meaningful progress toward substantial and credible long-term deficit reduction," Moody's said.

Modest spending cuts key to prevent deficit default

WSJ, 6/20 (“Overly Swift Spending Cuts Scarier Than Temporary Default, Economist Argues,” Wall Street Journal http://blogs.wsj.com/economics/2011/06/20/overly-swift-spending-cuts-scarier-than-temporary-default-economist-argues/)

Bank reserves swelling and commodity prices surging — that’s the situation that the U.S. economy is now confronting. But it also was the case back in 1937. And that’s what worries Ethan Harris, North American economist at Bank of America Merrill Lynch. He fears, now like then, that tightening of monetary and fiscal policy could cause a recession, so much so that he thinks a temporary default on U.S. Treasury obligations may be preferable to overly swift spending cuts. His view stands at odds with the rest of Wall Street, which has frequently communicated to congressional Republicans as well as the White House their desire to see the $14.3 trillion debt ceiling increased. They fear a temporary default could disrupt the $4 trillion Treasury financing market, could spark a run on money-market funds and increase mortgage rates. It’s also at odds from the broader public: 70% say a default would be bad for the economy, and 56% say failure to cut spending is worse, according to a telephone survey from Rasmussen Reports of likely U.S. voters. But Harris is concerned about the parallels from the “recession within a Great Depression” of the late 1930s. Back then, the Federal Reserve increased reserve requirements, and a federal government “exhausted” by deficit spending hiked tax rates and slowed spending on the Works Progress Administration, Harris said. The rhetoric of newly elected President Franklin D. Roosevelt also scared businesses. Harris said the current Fed, and in particular Chairman Ben Bernanke, has learned that expansion of reserves is only inflationary if it prompts a boom in bank lending. And the more business-friendly tone of late from the Obama administration has shown the president “has recognized how negative rhetoric can damage business confidence and hiring.” But he’s worried about fiscal tightening. “Today, as in the mid-1930s, fiscal fatigue has set in. The debate has shifted from keeping the recovery going to removing fiscal support,” Harris said. He points out that even if Congress takes no action, programs comprising more than a percentage point of gross domestic product are due to expire next year, and that the debate about austerity can hurt even before the cuts kick in. “The risk of a bad outcome is high,” he said. “We are not sure whether it is worse to do nothing, and temporarily default on the debt, or to do too much and enact big front-loaded deficit cuts.” Harris said the best policy outcome would be modest upfront spending cuts with a commitment to deal with long-run structural deficit concerns after the 2012 presidential election.

If the US doesn’t make a major effort to reduce deficit spending, both S&P and Moody’s will downgrade their AAA rating – results in loss of confidence from foreign investors 

International Herald Tribune, 11 (“Could U.S. really lose its triple-A credit rating?;  Growing national deficit is a potential danger, Moody's and S.& P. warn,” Jan 15, 2011, lexis)
Is Wall Street listening to the Tea Party? Two major credit ratings agencies warned Thursday that the United States might tarnish its triple-A credit rating if its national debt kept growing. It was not the first time the agencies, Standard & Poor's and Moody's Investors Service, had warned that the nation's gilt-edged rating might fall into jeopardy. But the two statements, made within hours of each other, were seized on by deficit hawks as further evidence that the government must reduce spending and debt to avert disaster. That is just what many Tea Party movement supporters insist. But many economists say the reckoning, if it comes, is still years or even decades away. The bond market shrugged at the news. Indeed, even some experts who want to see the deficit reduced said that now was not the time to cut government spending drastically, given the weakness in the economy and high unemployment. But others see the mounting national debt as a potential danger. What once seemed unthinkable - that one day the U.S. government would no longer be accorded the highest credit rating - is now not only thinkable, but increasingly probable. ''I am concerned about the unsustainability of our long-term situation,'' said Peter G. Peterson, a co-founder of the Blackstone Group and a prominent deficit critic. In a quarterly report on the U.S. credit risk, Moody's said there was an increasing probability of revising its outlook on its Aaa rating for the United States to negative from stable within the next two years if no action were taken. That stops well short of actually reducing the rating. But even a small revision, if it came, would probably rattle the financial markets and might even hamper the country's ability to borrow the money it needs to finance its deficit. Moody's has been rating U.S. government debt since 1917 and has always rated it Aaa. Only once, in 1996, did the agency put some U.S. debt on review for possible downgrade - a much stronger step than a negative outlook. That was after Republicans refused to vote to increase the debt ceiling. That debate is being repeated now in Washington, where the administration of President Barack Obama is warning that the government could reach its legal borrowing limit within a few months. The administration is urging Congress to raise the debt ceiling to avoid a default. Moody's statement on Thursday was a repeat of a warning it had issued for the first time in December, after the administration's $858 billion deal with congressional Republicans to extend the tax cuts passed during the presidency of George W. Bush. That compromise was likely to act as a stimulus to economic growth - indeed Moody's raised its forecast for growth this year - but on balance it worsened the nation's finances, the agency said. Moody's also cited the failure to adopt the ambitious measures proposed last year by the president's bipartisan commission on debt reduction to shave $4 trillion from projected deficits over the coming decade. ''The U.S. is going in exactly the opposite direction from fiscal consolidation,'' said Steven Hess, one of the authors of the Moody's report. ''In fact, they are going for more stimulus to the economy.'' Separately, S.&P. analysts, speaking at a conference for financial reporters in Paris, said that the United States' fiscal condition had worsened in recent months. ''We can't rule out the possibility that maybe one day we might have to change the outlook,'' Carol Sirou, head of the agency's French office, was quoted by Dow Jones Newswires as saying. An S.&P. spokesman in New York confirmed the statement but backtracked slightly, saying that Ms. Sirou's view had been nothing new. She was referring to comments made last year by another Standard & Poor's official, John B. Chambers, chairman of the agency's sovereign ratings committee, when he warned that no triple-A rating was forever. The spokesman, David Wargin, said it was ''merely coincidental'' that Standard & Poor's pronounced on U.S. debt on the same day as Moody's. In one of its own recent reports, S.&P. emphasized the ''growing economic, fiscal, and protectionism risks'' of the United States but said it was maintaining its strong AAA rating for the country. The Moody's report also raised worries about other countries, like Britain, Germany and France. But though those countries were taking steps in various degrees to improve their fiscal positions, the United States had so far failed to do so. ''We therefore retain stable outlooks on these countries ratings, although there are questions about the willingness of the U.S. to take the necessary steps,'' Moody's said in its report. It said ''the medium-term trajectory for the deficit and debt ratios continues to present a worsening picture.'' For some economists, the failure to rein in the deficit now could spell trouble - not immediately, but in 10 or 20 years. Mr. Peterson said aggressive government spending was warranted in the short run to stimulate the economy. But once growth returns, spending must be cut drastically, he said. Otherwise, the nation's debt would explode in coming decades as an aging population reduces the number of taxpayers and increases public costs for services like health care. For other critics, however, the dangers seem more imminent. ''There is a significant risk that we can lose the confidence of our foreign investors within the next two years,'' said David M. Walker, a former U.S. comptroller general and the founder and chief executive of Comeback America Initiative, an organization devoted to improving the country's financial standing. He accused the rating agencies of underplaying the threat. ''Unless we make some tough choices sooner rather than later, then it's only a matter of time before interest rates go up significantly and the dollar takes a significant hit.'' 

low credit kills econ
A downgrade in the credit rating would weaken the dollar and erode the US legitimacy in the global economy 

El-Erian, chief executive and co-chief investment officer at PIMCO, 4/18 (Mohamed, Apr 18, 2011, http://ftalphaville.ft.com/blog/2011/04/18/548821/el-erian-a-warning-for-the-us-and-for-the-global-economy/)

S&P reaffirmed this morning the AAA rating of the US but, importantly, slapped a “negative outlook” on the rating due to concerns on how the country will address its “very large budget deficits and rising government indebtedness.” In justifying this dramatic move, it noted that “there is a material risk that US policymakers might not reach an agreement in how to address medium- and long-term budgetary challenges by 2013.” This is a timely reminder of the seriousness of America’s fiscal issues, for the country and for the rest of the world. The continued failure to come up with a credible medium-term fiscal reform program would increase borrowing costs for all segments of US society, thereby undermining investment, employment and growth. It would also curtail foreigners’ appetite to add to their already substantial holdings of US assets. And it would weaken the dollar. The US also risks eroding its standing at the core of the global monetary system. The world looks to America for a range of “global public goods” — including the reserve currency, the deepest and most liquid government debt markets, and the “risk free” standard. With no other country able and willing to step into this role, the result would be global efficiency losses and a higher risk of economic and financial fragmentation. S&P’s warning should be heard loud and clear in Washington DC, hopefully acting as a catalyst for faster convergence on a credible medium-term fiscal package. It is also a reminder of risk to the global economy, as well as the generalized deterioration in the sovereign credit quality of several advanced economies. The time has come for the US (and other advanced economies) to take better control of its fiscal destiny—for the sake of American society and for the well being of the global economy.

Defaulting on debt would have catastrophic effects on the US economy and investor confidence

Sahadi, senior writer and columnist for CNNMoney.com, 6/17 (“Jeanne, “With regard to debt, the U.S. isn't Greece; Still, America's not immune from its punishing effects, Jun 17, 2011, nexis)

The economic and development council estimates that U.S. net debt will reach 75 percent of the country's economy this year; Greece's is at about 125 percent. So what's the fear for the U.S.? "The real fundamental similarity is trend," Anderson said. The United States and Greece have worsening fiscal situations, aging populations and mature economies that aren't likely to grow as much as in the past. Simply assuming that the United States will remain forever immune from the perils of too much debt is not a winning strategy, deficit hawks warn. That's a hard case to make when investors embrace Treasurys every time they get spooked by turmoil in Europe. The United States continues to get the benefit of being a "safe haven." But experts believe investors won't always give Americans the benefit of the doubt. "The markets do react late, but when they react, they react pretty sharply," said Carlo Cottarelli, director of fiscal affairs at the International Monetary Fund. Investors might punish the dollar if they start to believe Congress doesn't have the will to master the U.S. budget. And a weaker dollar could lead to a credit downgrade, said Michael Pond, of Barclays Capital. Bottom line: The U.S. is not Greece in many ways. But it's also not immune to the punishing effects of debt.
AAA credit rating key to investor confidence  

LA Times, 6/6 (“Debt ceiling do-or-die; With the economy still shaky, Washington must reach agreement soon on a debt-limit deal,” Jun 6, 2011, Los Angeles Times, lexis)

Last week's sour news about unemployment prompted calls for the government to do more to boost the economy. Unfortunately, history shows there's no magic wand Washington can wave to put people quickly back to work. What it can do is calm some of the anxieties investors have about the future, in particular, the nervousness about the government's fiscal health. The news on that front isn't very good either. Washington has hit the statutory limit on borrowing, and Moody's Investor Services warned Thursday that it might and many other borrowers. Meanwhile, negotiators for the two parties seem far apart on a debt-limit deal that would also slash projected deficits. Democrats demand that any plan include raising tax revenue by winnowing the thicket of deductions, exemptions and credits in the tax code. Republicans insist that taxes are off the table and that lawmakers must significantly slow the growth in Medicare and Medicaid spending. Republicans are right that Washington's long-term fiscal problems cannot be fixed without addressing the spiraling growth in healthcare costs. But it's quixotic at best to think that congressional leaders could overhaul Medicare and Medicaid in a few weeks of closed-door meetings. Leaving taxes out of the deficit-reduction equation is a mistake too. The country is undergoing a profound demographic shift, with the number of retirees dependent on federal programs growing faster than the ranks of young people entering the workforce to help pay for those programs. That's why groups from both sides of the political spectrum have recommended that, in addition to scaling back federal benefit programs and shrinking the Pentagon and other federal departments, Washington eliminate tax breaks to enable a higher level of spending than in previous decades. The sharp division between the two parties over how to solve Washington's long-term fiscal problems mirrors the lack of public consensus on what to cut and what to keep. That consensus may not emerge until after the next election, when competing plans for solving Washington's fiscal problems are expected to take center stage. In the meantime, however, Congress has to raise the debt ceiling. The long-term solution has to take a back seat to the country's vital interest in avoiding default. 
Lowered Moody’s rating impacts all loans and kills econ

Gordon 6/2 (6/2/10, Macy Gordon, AP Business, “Moody's cautions US gov't on debt,” http://www.wishtv.com/dpps/money/business_news/moodys-warns-us-govt-on-possible-debt-downgrade-nt11-jpe-_3835225)

The U.S. government hit its $14.3 trillion borrowing limit on May 16. The debt limit is the amount the government can borrow to help finance its operations. A lower credit rating could ripple through the U.S. economy and ultimately hurt consumers. That's because many loans, including mortgages, tend to follow yields on U.S. Treasury bonds. So interest rates could rise. 

Downgrade from Moody’s collapses the economy

Alden 6/3 (6/3/11, William Alden, Huffington Post, “Debt Ceiling Fight Could Strain Economy Even Before August, With Moody's Downgrade Possible,” http://www.huffingtonpost.com/2011/06/03/debt-ceiling-moodys-downgrade_n_870927.html) 

NEW YORK -- As politicians fight over the federal debt ceiling, Americans could start feeling the consequences of Congressional gridlock even before that limit is hit. Moody's Investors Service warned on Thursday that if lawmakers have not made progress in negotiations to raise the debt limit by mid-July, the ratings agency plans to reassess the nation's sterling credit rating for a possible downgrade. The warning, coming after Standard & Poor's lowered its outlook on U.S. debt to "negative" in April, underscores that the current political stalemate in Washington has already begun to dampen the nation's economic prospects. A downgrade from Moody's on U.S. debt, or even the imminent threat of one, could itself begin to choke the economic processes that still have not fully recovered from the Great Recession. It would imply that a credit default is possible, likely causing yields on Treasury debt to rise and pushing up interest rates across the board. "It would be an earth-shattering event," said Scott Anderson, senior economist at Wells Fargo. "It's taken as a given that U.S. Treasuries are a safe asset. Once you question that assumption, it shakes the foundations of global finance, and the way it's been established over the last 50 years."

at: low credit rating now

US has Moody’s highest rating now

Williams 6/3 (6/3/11, Alexa Linn Williams, The Daily Caller, “Moody’s likely to put US government under review,” http://dailycaller.com/2011/06/03/moodys-likely-to-put-us-government-under-review/) 

One of the largest credit rating agencies, Moody’s ranks the credit worthiness of government and corporate debt issues. Currently the US government has an Aaa rating from Moody’s, the highest possible ranking.

US borrowing costs are low 

Reuters 2/28 (2/28/11, Reuters, “U.S. Budget Deficit Is Economists' Number One Risk, Poll Finds,” http://www.huffingtonpost.com/2011/02/28/us-budget-deficit-is-econ_n_828982.html) 

So far, the concern about the deficit hasn’t driven U.S. borrowing costs to above-average levels. The yield on the benchmark 10-year Treasury note was 2.98 percent at 1:40 p.m. in New York today. That’s below the average of 7 percent since 1980 and the average of 5.48 percent in the 1998 through 2001 period, according to Bloomberg Bond Trader. Treasury six-month bill rates were at 0.08 percent. 

US has Moody’s highest rating now

Williams 6/3 (6/3/11, Alexa Linn Williams, The Daily Caller, “Moody’s likely to put US government under review,” http://dailycaller.com/2011/06/03/moodys-likely-to-put-us-government-under-review/) 

One of the largest credit rating agencies, Moody’s ranks the credit worthiness of government and corporate debt issues. Currently the US government has an Aaa rating from Moody’s, the highest possible ranking.
US borrowing costs are low 

Reuters 2/28 (2/28/11, Reuters, “U.S. Budget Deficit Is Economists' Number One Risk, Poll Finds,” http://www.huffingtonpost.com/2011/02/28/us-budget-deficit-is-econ_n_828982.html) 

So far, the concern about the deficit hasn’t driven U.S. borrowing costs to above-average levels. The yield on the benchmark 10-year Treasury note was 2.98 percent at 1:40 p.m. in New York today. That’s below the average of 7 percent since 1980 and the average of 5.48 percent in the 1998 through 2001 period, according to Bloomberg Bond Trader. Treasury six-month bill rates were at 0.08 percent. 

***IMPACTS***

xt 1nc – dollar internal

US dollar collapse kills the economy and destroys US hegemony

Looney 3/22/04 (Robert, professor of economics at the Naval Postgraduate School, Monterey, California, Middle East Policy)

Put differently, proponents of this view contend the dollar-priced oil system creates a virtuous cycle for the United States, making the country's massive trade deficit tolerable and its foreign military operations financially bearable. In effect, the existing dollar/oil system allows the U.S. government to run up a massive deficit without raising interest rates as foreign dollars are used to purchase U.S. government debt. The economy thrives because the U.S. private sector is not crowded out of the financial markets. The net result is to allow strong levels of consumption and investment despite extraordinarily low rates of savings. Meanwhile, the United States can pursue overseas military operations without being encumbered by the resource constraints facing all other countries. The United States can have both guns and butter. It follows that breaking the dollar/ oil link would drastically reduce the role of the U.S. dollar as an international reserve currency, and thus the military/economic power of the United States.
Dollar crash tanks the economy via massive inflation and unserviceable debt 

Looney 3/22/04 (Robert, professor of economics at the Naval Postgraduate School, Monterey, California, Middle East Policy)

3. The effect of an OPEC switch to the euro would be that oil-consuming nations would have to flush dollars out of their (central bank) reserve funds and replace them with euros. The dollar would crash anywhere from 20-40 percent in value, with consequences predictable from any currency collapse and massive inflation (like Argentina's currency crisis, for example). You'd have foreign funds stream out of the U.S. stock markets and dollar-denominated assets; there'd be a run on the banks much like the 1930s; the current-account deficit would become unserviceable; the budget deficit would go into default and so on.

xt 1nc – econ impact

Economic collapse causes global war

Auslin, 9 – resident scholar at AEI (Michael “Averting Disaster”, The Daily Standard, 2/6, http://www.aei.org/article/100044
As they deal with a collapsing world economy, policymakers in Washington and around the globe must not forget that when a depression strikes, war can follow. Nowhere is this truer than in Asia, the most heavily armed region on earth and riven with ancient hatreds and territorial rivalries. Collapsing trade flows can lead to political tension, nationalist outbursts, growing distrust, and ultimately, military miscalculation. The result would be disaster on top of an already dire situation.

No one should think that Asia is on the verge of conflict. But it is also important to remember what has helped keep the peace in this region for so long. Phenomenal growth rates in Japan, South Korea, Hong Kong, Singapore, China and elsewhere since the 1960s have naturally turned national attention inward, to development and stability. This has gradually led to increased political confidence, diplomatic initiatives, and in many nations the move toward more democratic systems. America has directly benefited as well, and not merely from years of lower consumer prices, but also from the general conditions of peace in Asia.

Yet policymakers need to remember that even during these decades of growth, moments of economic shock, such as the 1973 Oil Crisis, led to instability and bursts of terrorist activity in Japan, while the uneven pace of growth in China has led to tens of thousands of armed clashes in the poor interior of the country.
Now imagine such instability multiplied region-wide. The economic collapse Japan is facing, and China's potential slowdown, dwarfs any previous economic troubles, including the 1998 Asian Currency Crisis. Newly urbanized workers rioting for jobs or living wages, conflict over natural resources, further saber-rattling from North Korea, all can take on lives of their own. This is the nightmare of governments in the region, and particularly of democracies from newer ones like Thailand and Mongolia to established states like Japan and South Korea. How will overburdened political leaders react to internal unrest? What happens if Chinese shopkeepers in Indonesia are attacked, or a Japanese naval ship collides with a Korean fishing vessel? Quite simply, Asia's political infrastructure may not be strong enough to resist the slide towards confrontation and conflict.

This would be a political and humanitarian disaster turning the clock back decades in Asia. It would almost certainly drag America in at some point, as well. First of all, we have alliance responsibilities to Japan, South Korea, Australia, and the Philippines should any of them come under armed attack. Failure on our part to live up to those responsibilities could mean the end of America's credibility in Asia. Secondly, peace in Asia has been kept in good measure by the continued U.S. military presence since World War II. There have been terrible localized conflicts, of course, but nothing approaching a systemic conflagration like the 1940s. Today, such a conflict would be far more bloody, and it is unclear if the American military, already stretched too thin by wars in Afghanistan and Iraq, could contain the crisis. Nor is it clear that the American people, worn out from war and economic distress, would be willing to shed even more blood and treasure for lands across the ocean.

The result could be a historic changing of the geopolitical map in the world's most populous region. Perhaps China would emerge as the undisputed hegemon. Possibly democracies like Japan and South Korea would link up to oppose any aggressor. India might decide it could move into the vacuum. All of this is guess-work, of course, but it has happened repeatedly throughout history. There is no reason to believe we are immune from the same types of miscalculation and greed that have destroyed international systems in the past.
at: econ high
Economic recovery efforts are losing momentum but will likely pick up in the second half of the year 

The Times, 6-8 (“US recovery is losing its way, admits Bernanke,” Jun 8, 2011, The Times (London), lexis) 

The Federal Reserve Chairman Ben Bernanke yesterday acknowledged that the economic recovery was slowing down, but offered no hint that he intended to embark on another round of monetary stimulus. US stocks fell for a fifth consecutive day, the longest slump for the Standard & Poor's 500 Index in almost a year, as market hopes for a third round of quantitative easing were disappointed and Mr Bernanke suggested that "monetary policy cannot be a panacea". Mr Bernanke admitted at the International Monetary Conference in Atlanta that the economic recovery had suffered a "loss of momentum" and that it was continuing at a moderate but uneven pace. "Until we see a sustained period of stronger job creation, we cannot consider the recovery to be truly established".Mr Bernanke said that he still expected growth to pick up in the second half of this year, as the impact of rapidly rising commodity prices fades and the Japan-related supply disruptions begin to ease. He expressed optimism that business investment was set to continue expanding but said that the falling property market was acting as a brake on growth. "The housing sector typically plays an important role in economic recoveries; the depressed state of housing in the United States is a big reason that the current recovery is less vigorous than we would like," he said. Mr Bernanke made no mention of any new steps the Fed might take to boost the economy. Its $600 billion (£365 billion) Treasury bond-buying programme - intended to keep interest rates low to strengthen the economy - is due to end this month. He also warned US lawmakers last night that aggressive spending cuts designed to cut the deficit might derail the shaky economic recovery. Paul Ashworth, chief US economist at Capital Economics, said that on the basis of the speech he would not rule out a third round of quantitative easing, although nothing was likely until "next year at the earliest".

Economy is recovering but growth is moderate

Reuters 6/17 (6/17/11, Reuters, “Mixed Data Show Tepid U.S. Economy, but Leading Indicators Rising,” http://www.nytimes.com/2011/06/18/business/economy/18econ.html)

But a separate report suggested that the rate of the recovery could soon pick up after stalling in the first half of the year. Taking the unexpected soft patch into account, the International Monetary Fund cut its forecast for economic growth in the United States, warning Washington and debt-ridden European countries that they were “playing with fire” unless they took immediate steps to reduce their budget deficits. While the I.M.F. thinks downside risks to growth have increased, it still expects the economy to gain speed next year. Consumer sentiment in the United States declined more than expected in June, the Thomson Reuters/University of Michigan survey showed, as consumers remained pessimistic about stagnant incomes and job prospects. “Job growth is, at best, anemic and the unemployment rate is high. If you’ve been laid off, it’s probably been for a long period of time,” said Cary Leahey, economist and managing director at Decision Economics in New York. “That can’t help but affect these sentiment figures.” The preliminary reading showed the index at 71.8, down from 74.3 the month before. It was below the median forecast of 74.0 among economists polled by Reuters. Although the data contained little evidence that a new downturn was under way, the survey found that most consumers believed the recession had not yet ended. Consumers’ view of rising prices was also mixed as the survey’s one-year inflation expectation fell to its lowest since February, to 4.0 percent from 4.1 percent. But the five-to-10-year inflation outlook was at 3.0 percent, edging up from 2.9 percent. A separate report showed that a gauge of future economic activity rose more than expected in May, but high gasoline prices and a weak housing market are expected to keep growth moderate. The independent Conference Board said on Friday its Leading Economic Index increased 0.8 percent to a record high of 114.7, after a revised 0.4 percent fall in April. Economists had expected a rise of 0.2 percent. The rise in the economic indicators was an encouraging sign after recent sluggish data, and underscored releases on Thursday that showed a better-than-expected picture of the labor and housing markets, but a contraction in Mid-Atlantic factory activity in June. “This rebound in the leading indicators index is an encouraging sign that the recent slowdown in the economy may be short-lived,” Nicholas Tenev, an economist at Barclays Capital, wrote in a note.

The recent slowdown is only temporary 

Reuters 6/22 (6/22/11, Mark Felsenthal and Glenn Somerville, Reuters, “Fed cuts GDP forecast; no hint of more support,” http://www.reuters.com/article/2011/06/22/us-usa-fed-idUSTRE75K3RK20110622)

 (Reuters) - The Federal Reserve on Wednesday cut its forecasts for U.S. economic growth, but offered no hint of further monetary support, saying growth should pick up soon. In quarterly projections released at the end of a two-day policy meeting, the central bank said the U.S. economy should grow 2.7 to 2.9 percent this year, a forecast that was marked down from a 3.1 to 3.3 percent projection released in April. It said it sees 2012 growth in a 3.3 to 3.7 percent range. In April, it had said the economy would likely expand a somewhat more brisk 3.5 to 4.2 percent next year. It pinned a recent slowdown in growth and quickening of inflation partly on transitory factors, including higher commodity prices and supply chain disruptions from Japan's devastating earthquake. It said the forces pushing up prices should dissipate, allowing inflation to subside to levels consistent with price stability, even as growth revives. "The slower pace of recovery reflects in part factors that are likely to be temporary, including the damping effect of higher food and energy prices on consumer purchasing power and spending as well as supply-chain disruptions associated with the tragic events in Japan," the Fed said in a statement.

Economy is growing but it’s slow

BBC 6/24 (6/24/11, BBC News, “US economic growth is revised upwards,” http://www.bbc.co.uk/news/business-13906052) 

The US economy grew at an annualised rate of 1.9% in the first three months of the year, slightly faster than previously thought, official figures have shown. This equates to a 0.5% quarterly rise. The last estimate by the Commerce Department showed growth of 1.8%. This compares with an annualised rate of 3.1% in the final quarter of 2010. High unemployment and a weak housing market are undermining the US economic recovery, analysts say. Corporate profits, in particular, were blamed for the slowdown from the final quarter of last year. US GDP is expressed as an annualised rate, which shows what the three months' economic activity would mean if it carried on for a year. Separate figures from the Commerce Department showed that orders for heavy manufactured goods rose by 1.9% in May, compared with a fall of 2.7% the previous month. The rise was greater than analysts had expected. April's drop was due to supply issues following Japan's earthquake and resulting tsunami in March, analysts said.

Econ growing slowly but growth will pick up 

Lever 6/24 (6/24/11, Rob Lever, AFP, “US economy struggles to regain momentum,” http://www.google.com/hostednews/afp/article/ALeqM5jDh2cIinFbC6lSIzCd8AC76zGyOg?docId=CNG.574982ff69898756afc5eb901ce6fc49.3f1)

But Greenberg said he sees some signs of better growth in the second half of the year. "The economy moved sideways in the first half of the year, but temporary factors, such as severe weather, transitory energy prices, and Japan supply disruptions are abating and we expect the pace of growth to quicken in the second half," he said. 

Economy is recovering but growth is moderate
Reuters 6/17 (6/17/11, Reuters, “Mixed Data Show Tepid U.S. Economy, but Leading Indicators Rising,” http://www.nytimes.com/2011/06/18/business/economy/18econ.html)

But a separate report suggested that the rate of the recovery could soon pick up after stalling in the first half of the year. Taking the unexpected soft patch into account, the International Monetary Fund cut its forecast for economic growth in the United States, warning Washington and debt-ridden European countries that they were “playing with fire” unless they took immediate steps to reduce their budget deficits. While the I.M.F. thinks downside risks to growth have increased, it still expects the economy to gain speed next year. Consumer sentiment in the United States declined more than expected in June, the Thomson Reuters/University of Michigan survey showed, as consumers remained pessimistic about stagnant incomes and job prospects. “Job growth is, at best, anemic and the unemployment rate is high. If you’ve been laid off, it’s probably been for a long period of time,” said Cary Leahey, economist and managing director at Decision Economics in New York. “That can’t help but affect these sentiment figures.” The preliminary reading showed the index at 71.8, down from 74.3 the month before. It was below the median forecast of 74.0 among economists polled by Reuters. Although the data contained little evidence that a new downturn was under way, the survey found that most consumers believed the recession had not yet ended. Consumers’ view of rising prices was also mixed as the survey’s one-year inflation expectation fell to its lowest since February, to 4.0 percent from 4.1 percent. But the five-to-10-year inflation outlook was at 3.0 percent, edging up from 2.9 percent. A separate report showed that a gauge of future economic activity rose more than expected in May, but high gasoline prices and a weak housing market are expected to keep growth moderate. The independent Conference Board said on Friday its Leading Economic Index increased 0.8 percent to a record high of 114.7, after a revised 0.4 percent fall in April. Economists had expected a rise of 0.2 percent. The rise in the economic indicators was an encouraging sign after recent sluggish data, and underscored releases on Thursday that showed a better-than-expected picture of the labor and housing markets, but a contraction in Mid-Atlantic factory activity in June. “This rebound in the leading indicators index is an encouraging sign that the recent slowdown in the economy may be short-lived,” Nicholas Tenev, an economist at Barclays Capital, wrote in a note.

The recent slowdown is only temporary 

Reuters 6/22 (6/22/11, Mark Felsenthal and Glenn Somerville, Reuters, “Fed cuts GDP forecast; no hint of more support,” http://www.reuters.com/article/2011/06/22/us-usa-fed-idUSTRE75K3RK20110622)

(Reuters) - The Federal Reserve on Wednesday cut its forecasts for U.S. economic growth, but offered no hint of further monetary support, saying growth should pick up soon. In quarterly projections released at the end of a two-day policy meeting, the central bank said the U.S. economy should grow 2.7 to 2.9 percent this year, a forecast that was marked down from a 3.1 to 3.3 percent projection released in April. It said it sees 2012 growth in a 3.3 to 3.7 percent range. In April, it had said the economy would likely expand a somewhat more brisk 3.5 to 4.2 percent next year. It pinned a recent slowdown in growth and quickening of inflation partly on transitory factors, including higher commodity prices and supply chain disruptions from Japan's devastating earthquake. It said the forces pushing up prices should dissipate, allowing inflation to subside to levels consistent with price stability, even as growth revives. "The slower pace of recovery reflects in part factors that are likely to be temporary, including the damping effect of higher food and energy prices on consumer purchasing power and spending as well as supply-chain disruptions associated with the tragic events in Japan," the Fed said in a statement.

at: no investor confidence now

Investors are confident in Congress’ ability to pass the debt ceiling and reduce deficit spending to avoid a credit downgrade

Peters, Associate, Strategist, SwissInvest, 6/27 (Anthony, “Hang fire on debt ceiling panic,” International Financing Review, Jun. 27, 2011, http://www.ifre.com/hang-fire-on-debt-ceiling-panic/641915.article)

The deadline for Congress to pass the new, revised debt-ceiling is drawing closer. Markets appear to be reasonably sanguine about the prospects for a passage of the necessary legislation, albeit with all the usual howling, wailing and gnashing of teeth to be expected when such issues come onto the political agenda. As of Friday, 10-year Treasuries made a new low for the year at around 2.86%, gradually moving in on being 100bp lower than the high yield for the year set in February at 3.74%. Clearly no sign of panic. However, that does not stop the papers from filling column inches with dire predictions of what would happen if the debt ceiling were not to be raised and the ratings agencies made good their threat to downgrade the debt of Uncle Sam. The latest in a long line appeared in this morning’s FT where it cites S&P Valuation and Risk Strategies, a research group owned by, but maintained at an arm’s length from, the ratings business. The inference is that yields on treasuries would rise by around 30bp across the curve. Moreover, they add that a re-rating would wipe US$100bn off the value of outstanding treasury debt. The article says: “A ratings downgrade that results in higher bond yields and lower prices could also mean the US Treasury paying $2.3bn–$3.75bn a year more in interest on financing a $1,000bn budget deficit.” It then goes on in its concluding paragraph to state: “A ratings downgrade applied across all Treasury maturities could raise the cost of financing an annual budget deficit of $1,000bn by an additional $20bn”. To be perfectly honest, I haven’t got a clue what they’re on about and, unless I’m mightily mistaken, nor have they. The debt ceiling issue is gloriously contentious and one which offers second and third-rate politicians a massive opportunity to sell their vote for promises of preferential treatment for their constituency. This is proper pork barrel politics and with the campaign for November 2012 already beginning to hot up, this is supreme opportunity for incumbents to make a good impression on the home front.

Investor confidence strong – dollar is only viable reserve currency

PBS 6/21 (6/21/11, Nightly Business Report, PBS, “Signs of Confidence in the US Economy,” http://www.pbs.org/nbr/site/onair/transcripts/signs_of_confidence_in_us_economy_110621/)

Wolfgang, the dollar index, measuring the dollar against six currencies, is up from the month of May. What do you think the economic factors are that have been driving it lately? WOLFGANG KOESTER, CEO, FIREAPPS: Well, I think that a lot of the economic factors are that people are starting to have maybe a little bit more confidence in the United States dollar than they have in other currencies. So really the play here is, it`s not as weak as other currencies. Not meaning that it`s a very strong dollar, but it is not as weak as others would think. HUDSON: Is that confidence well put in the U.S. currency, do you think, at this point? KOESTER: I think as -- if you`re looking at a safe haven, there had been a lot of discussions about is China the new current reserve currency, is Europe the new reserve currency, is Switzerland the new reserve currency? And the fact is that none of them could actually support the world economy with a reserve currency like the United States dollar does, so people are starting to see that the reserve currency is still the U.S. dollar. 

Direct foreign investment ensures the US economy is continuing to grow in the face of recession

WSJ, 6/20 (“Foreign Investment in the U.S. Jumped 49% in 2010 From 2009,” http://blogs.wsj.com/economics/2011/06/20/foreign-investment-in-u-s-jumped-49-in-2010-from-2009/, Wall Street Journal, June 20, 2011)
Despite a world struggling through an economic crisis, direct foreign investment in the U.S. jumped $75 billion in 2010, the White House said Monday. “The United States remains the No. 1 destination for foreign investment in the entire world,” said the chairman of U.S. President Barack Obama‘s Council of Economic Advisers, Austan Goolsbee. In times of crisis, he said, the U.S. is the “safest harbor.” Direct foreign investment in the U.S. jumped 49% to $228 billion from $153 billion in 2009. Goolsbee said these investments support 5.7 million workers in the U.S. President Obama, in a statement, hailed the important role of foreign investments in the U.S. He said the country’s openness to foreign investors helps explain the boost. He said the U.S. has the “world’s most productive workforce,” a culture of innovation, remarkable colleges, and a business environment marked by transparency and the rule of law. Boosting foreign investment is something the administration is considering to help accelerate the U.S. economy. To do that, Goolsbee said the administration wants to make permanent a tax credit for companies’ research and development costs, as well as overhaul the corporate tax code. Obama’s Jobs and Competitiveness Council, led by General Electric Co. Chief Executive Jeff Immelt, last week recommended that the government create programs to accelerate direct foreign investment. Investment in the U.S. will likely continue to grow in the face of the global economic crisis and economic uncertainty, Goolsbee said. The European Union is currently grappling with how to rescue Greece from a debt crisis. “In moments of crisis it has always been and has continued to be now the case that the United States is the safest harbor in the world, so there does tend to be a flight to safety when people get nervous about uncertainties in the world economy,” Goolsbee said. Separately, Goolsbee said he would offer advice to whomever the administration chooses to replace him. Goolsbee is leaving the administration at the end of the summer to return to the University of Chicago Graduate School of Business. Goolsbee said he hopes his replacement keeps the CEA’s focus on finding ways to grow the economy. “We have to grow,” Goolsbee said. He continued, “We need broad-based growth in this country that gets away from the bubble-based, unbalanced growth of the previous expansion.”

49% rise in foreign investment ensures economic recovery

Straits Times, 6/21 (“Obama Touts 49% Rise in Investment in US,” Jun 21, 2011, http://www.straitstimes.com/BreakingNews/Money/Story/STIStory_682135.html)
THE White House on Monday touted a 49 per cent rise in foreign investment in the US economy in 2010, promoting foreign cash flows as a key driver of the recovery and jobs growth. A report by President Barack Obama's Council of Economic Advisors found that firms supported by foreign funds employed 5.7 million US workers, often on favorable terms and produced US$670 billion (S$827.1 billion) in goods and services. 'Investments by foreign-domiciled companies and investors create well-paid jobs, contribute to economic growth, boost productivity, and support American communities,' Mr Obama said in a written statement. 'The United States consistently receives more foreign direct investment than any other country in the world. 'By voting with their balance sheets, businesses from abroad have clearly stated that the United States is one of the best places in the world to invest,' he said, touting a productive workforce and culture of innovation. As he launches his 2012 reelection bid, Mr Obama is trying to convince Americans that his policies will boost sluggish economic and jobs growth, despite pain still felt by consumers and an assault from his Republican foes. The CEA report said that in 2010, foreign direct investment rebounded sharply and rose by 49 per cent from the levels plumbed during the economic crisis in 2009. It said that that the United States also continued to receive the most foreign direct investment of any nation in the world, though did not give specific figures to back up the analysis.

***LINKS***
generic

NASA has historically underestimated research and development costs – means you prefer our link evidence

GAO, 05 (“NASA’S SPACE VISION Business Case for Prometheus 1 Needed to Ensure Requirements Match Available Resources,” GAO-05-242, Feb. 2005, p 10)

Adding to these complexities, NASA has historically had difficulty establishing life-cycle cost estimates. In May 2004, we reported that NASA’s basic cost-estimating processes—an important tool for managing programs—lack the discipline needed to ensure that program estimates are reasonable.8 Specifically, we found that 10 NASA programs that we reviewed in detail did not meet all of our cost-estimating criteria—based on criteria developed by Carnegie Mellon University’s Software Engineering Institute. Moreover, none of the 10 programs fully met certain key criteria—including clearly defining the program’s life cycle to establish program commitment and manage program costs, as required by NASA. In addition, only three programs provided a breakdown of the work to be performed. Without this knowledge, we reported that the programs’ estimated costs may be understated and thereby subject to underfunding and cost overruns, putting programs at risk of being reduced in scope or requiring additional funding to meet their objectives. In this report we recommended that NASA take a number of actions to improve its cost - estimating practices. NASA concurred noting that our recommendations validated and reinforced the importance of activities underway at NASA.

NASA is often overly optimistic about it capabilities and resources 

GAO, 05 (“NASA’S SPACE VISION Business Case for Prometheus 1 Needed to Ensure Requirements Match Available Resources,” GAO-05-242, Feb. 2005, p 10)

While NASA has been successful in missions such as Mars Pathfinder and Exploration rovers, the agency has had difficulty implementing a number of other costly initiatives because it was overly optimistic in what could be achieved within available resources. NASA’s failure to adequately define requirements and quantify the resources needed to meet those requirements has resulted in some projects costing more, taking longer, and achieving less than originally planned. Prometheus 1 will compete for NASA resources with other space missions—including, in the near term, efforts to return the shuttle safely to flight and completing the International Space Station.

ares v

Each launch could cost a billion dollars

SpacePolitics 07 – [February 21, “Heavy Lift and Space Science,” http://www.spacepolitics.com/2007/02/21/heavy-lift-and-space-science/] WSX

Yesterday’s New York Times had an op-ed by planetary scientist Carolyn Porco about space exploration. Unlike many planetary scientists, who are skeptical at best about the Vision for Space Exploration out of concerns that the program will suck up more money from science programs, Porco is supportive of the effort. Much of that support stems from the belief that the development of a Saturn 5-class launch vehicle, the Ares 5, could pay dividends for robotic space exploration as well, enabling larger spacecraft and/or shorter travel times. “The termination of the Saturn V program also had a stifling effect on the robotic exploration of other planets. In essence, we lost the ability to deliver larger, and in some cases faster, payloads elsewhere in the solar system.”

This argument isn’t used often, although it’s not completely novel: at the AAAS conference in San Francisco this past weekend, NASA Ames director Pete Worden noted that the Ares 5 would enable the development of much larger space telescopes than can be launched today on existing vehicles. One factor that isn’t discussed, though, is just how cost-effective such an approach is. The Ares 5 is unlikely to be a cheap vehicle: each launch is likely going to cost several hundred million dollars, and perhaps up to a billion dollars each, depending on its flight rate and final design. Will space science missions be able to afford that expensive a launcher. Porco, in her op-ed, notes that reduced flight times could save money: “In space, as on Earth, time is money, and the money saved could have been spent elsewhere.” However, mission operations, particularly in cruise modes when there is little going on, is only a small fraction of overall mission costs. And missions that are so big that they need an Ares 5-class launcher will likely also be very expensive, and therefore difficult to fund. Is there really that big of an opportunity for alternative uses for Ares 5?

asats

New ASAT technology would be expensive to develop

Gouveia, 05 (William, Jr. (“AN ASSESSMENT OF ANTI-SATELLITE CAPABILITIES AND THEIR STRATEGIC IMPLICATIONS,” Astropolitics: The International Journal of Space Politics & Policy, 3:2, 163-184, Jul. 1, 2005)

Despite the high development costs and diplomatic risks associated with deploying weapons in space, the military argument for space-based kinetic energy ASAT weapons is sound because there is no economical means to protect large satellites against a surprise attack by them. Protection against such weapons would require evading or attacking satellites that orbit in close proximity to defend an agreed or unilaterally declared ‘exclusion zone’ around satellites. Although new generations of small, inexpensive satellites would negate the advantages of kinetic energy weapons, there might be insufficient time to develop such architectures before these weapons are deployed and detected. 

ASATs would cost over $1 trillion in development costs outside of the currently allocated budget

Deblois, Director of Systems Integration at BAE SYSTEMS 03 (Bruce M., “The Advent of Space Weapons,” Astropolitics, 1:1, Spring 2003, 29-53)

Although the precise cost of any space weapon system is impossible to predict, we can consider some rough approximations. The space-based laser, for example, has undergone considerable cost study. A rudimentary 24-satellite constellation is estimated to cost between $80 and $100 billion.37 A more robust system, requiring 120 or more satellites, could cost as much as $500 billion or several trillion dollars. Furthermore, space systems such as the Space Shuttle and International Space Station have often grossly overrun their budgets, due to underestimation during the budgeting process and unforeseen technical hurdles encountered during development and construction. For the sake of argument, $1 trillion for a significant space weapons capability is a reasonable estimate. All of this presages adverse impacts on other national security programs. As an accountant for any national treasury might put it, the books simply do not balance. The United States far out-spends any other state in the area of national security, and its annual defense budget of ~$350 billion is mostly committed upon arrival. Given salaries, pensions, benefits, facilities, operations and maintenance, only ~$125 billion is left for procurement and R&D. Within that, major acquisitions of the F-22, joint strike fighter, bombers, carrier battle groups, UAVs, etc., all vie for this limited funding. Every other national defense establishment operates under similar or more severe funding constraints. In the context of military spending alone, space-based weapons are simply unaffordable. Beyond this, one countrys pursuit of space weapons could well catalyze the next major arms race.

ASATs create excessive amounts of untrackable space debris – that causes damage to other space missions 

Deblois, Director of Systems Integration at BAE SYSTEMS 03 (Bruce M., “The Advent of Space Weapons,” Astropolitics, 1:1, Spring 2003, 29-53)

In addition to posing insurmountable military opportunity costs and the potential of another costly arms race, space weapons directly threaten the fiscal health of the space sector itself. Use of destructive weapons in space would obviously promote an orbital debris problem that is on the threshold of becoming a major inhibitor to space commerce. Currently, the US Space Surveillance Network uses ground-based radar and optical/infrared sensors to track roughly 7,500 objects across orbital space. That constitutes objects greater than 10 cm in diameter in low Earth orbit to objects greater than 1 m diameter in geostationary orbit. Only approximately five per cent of those objects are operating satellites; the rest are effectively debris, 40 per cent of which are fragments of disintegrated satellites and upper stages of rockets.41 Unfortunately, there are between 30,000 and 100,000 untracked objects between 1 cm and 10 cm diameter (large enough to cause serious damage to spacefaring vehicles), and an unknown but enormous number of particles smaller than 1 cm (many of which could damage sensitive systems on impact). While the space environment is extremely large and the probability of an impact is still small, that probability is growing. For some space missions active protection through shielding is already a requirement (e.g. the International Space Station). Getting this shielding to orbit is an added expense to an already low-profit-margin industry. Any weapon use in space, but particularly proliferating weapons use in space, could readily make space a no-go area of dangerous debris, in the process pre-empting commercial and civil development.

ASAT development directly trades off with other domestic and international expenditures

Deblois, Director of Systems Integration at BAE SYSTEMS 03 (Bruce M., “The Advent of Space Weapons,” Astropolitics, 1:1, Spring 2003, 29-53)

Beyond the use of weapons in space, the satellite insurance business is extremely volatile. In the last four years, satellite insurance rates have risen by 129 per cent, driven by increasing complexity and anomalies of satellite systems.42 The mere presence of weapons poses a risk, and insurance companies structure their rates on risk estimates. The resolution approach for the insurers will be to strengthen their exclusion clauses for acts of war  and pass the risks to the financiers, who will have to decide to go to space without such insurance coverage, or not go at all.43 The combination of weapons posturing and/or use may well cause increasing debris, expensive hardening and increasing risk (perceived by insurers and/or assumed by financiers), all producing an inaccessible international commercial space environment. But there are adverse impacts on domestic programs as well. National domestic expenditures and internationalrelief expenditures pose a zero-sum game for national economies. To highlight the significance of domestic and international concerns, last year alone over six million people died of cancer worldwide, and the 2020 projection is 20 million deaths yet our collective investment in research to combat this foe is less than one per cent of defense spending. The opportunity costs of space weapons in terms of other national security expenditures, impact to the international space market, other domestic expenditures, and international relief efforts are but a few of many international ramifications. This begs the question: what real wars are to be lost while we collectively expend billions on space weapons weapons that in all probability will merely pacify paranoid insecurities?

asteroid mining

Mining will be expensive – incomplete knowledge

Gerlach, 05 – founder and CEO of Gerlach Space Systems LLC [Charles Gerlach, 5/19-5/22/05, International Space Development Conference: “Profitably Exploiting Near Earth Object Resources,” http://abundantplanet.org/files/Space-Ast-Profitably-Exploiting-NEO-Gerlach-2005.pdf] WSX

Due to our incomplete knowledge of asteroid geology and conditions and the lack of tested technology solutions, initial recovery of non-terrestrial resources will be risky and expensive; however, the potential returns – including the ability to establish a viable planetary defense against asteroid and comet collisions – are enormous. The NEO Miner mission concept reviewed in this paper envisages use of multiple lightweight, teleoperated, and semiautonomous landers extracting and processing platinum group metals from highly-accessible near-Earth asteroids and returning these materials to Earth for sale. 

Billions needed for commercial industry – government programs even worse

Gerlach, 05 – founder and CEO of Gerlach Space Systems LLC [Charles Gerlach, 5/19-5/22/05, International Space Development Conference: “Profitably Exploiting Near Earth Object Resources,” http://abundantplanet.org/files/Space-Ast-Profitably-Exploiting-NEO-Gerlach-2005.pdf] WSX

Little work has been done on investment requirements and the economics of developing and launching a mining operation. What analysis has been done tends to assume the traditional development processes used by government space programs to project huge development costs and very long payback periods. Estimates of the capital costs for asteroid mining equipment have used custom aerospace industry cost models originally developed for lunar mining equipment.93 For example, Blair94 notes that a simple calculation using the Advanced Missions Cost Model95 developed to estimate costs for human planetary exploration missions yields an estimated cost of between $500 million and $1 billion to construct a two-ton prototype spacecraft. He goes on to note that determination of reliability and equipment service lifetimes will require engineering studies and full-scale equipment testing in a relevant environment, contributing significantly to the cost.

Gertsch and Gertsch96 proposed a project equivalent in scale to the Anglo-French Channel Tunnel. They estimated that the project would cost at least $5 billion and requiring up to 12 years to complete. The study assumed that the asteroid mined would be made up of 150 parts per million of PGMs, a concentration thought to occur in about one in 10 platinum-bearing asteroids. Finding a suitable asteroid and mounting a mission would consume up to four years of the project, the Gertsches reasoned. On arrival, miners would need to sift through 500 million metric tons of material in order to extract enough platinum-some 68 thousand metric tons, at an assumed price of about $13 per gram-to generate a return of 100 percent on the project. However, even a 100 percent return rate would not attract the needed billions in risk capital, given the 12-year timetable and the high probability of failure, the Gertsches concluded.

As noted earlier, Sonter97 creates an integrated model for comparing the economic viability of different types of missions, but he does not produce an estimate of the potential investment levels required to execute a successful mining operation. Wingo98 has created an investment model for retrieving hypothesized asteroidal platinum from the Moon that would optimistically require investment of $15 billion over a decade before it would see the recovery of the first gram of platinum. 

Other costly tech developments still required

Gerlach, 05 – founder and CEO of Gerlach Space Systems LLC [Charles Gerlach, 5/19-5/22/05, International Space Development Conference: “Profitably Exploiting Near Earth Object Resources,” http://abundantplanet.org/files/Space-Ast-Profitably-Exploiting-NEO-Gerlach-2005.pdf] WSX

Technology issues present many of the greatest challenges to successfully and economically executing an asteroid mining mission. The prohibitively high costs of sending astronauts and potentially long communications delays require that all operations be highly automated. Automated machinery must work perfectly; even minor failures can cause mission failure. However, terrestrial mining experience with automation has generally been poor, and operations will be complex and hard on equipment. New equipment will have to be developed and integrated. To handle industrial quantities of materials, bench-top processes are not sufficient. Developing industrial mining and refining processes will ultimately hinge on deployment of actual working equipment to learn what works and what does not. These systems will be different from those used in traditional robotic space science missions that essentially consist of one-of-a-kind instrument collections designed for generating very specific types of scientific data.
No market exists – plan loses money

Gertsch and Gertsch, 05 - research associate professor of mining engineering, *B.Sc. is in geological engineering  and Ph.D. [Richard and Leslie, 2005, Space Resources Roundtable: “Economic Analysis Tools for Mineral Projects in Space” http://www.mines.edu/research/srr/rgertsch.pdf] WSX
Sales are generated by two complementary occurrences: 1) the existence of a product, and 2) a market for the product. Markets are based on need; there is no market if no one wants to buy the product. Therefore the product must be salable, not just produceable. Sometimes “marketeers” forget that they must produce something before they can sell it. General Motors is a well-known poster-child for this problem. During the seventies and eighties, critics charged that GM forgot they had to make not just cars, but quality cars, before they had something to sell.

In space, the problem is perhaps the opposite. Many products already have been identified, but the markets are either non-existent or government-dependent. Habitats, metals, concrete, water, air, He-3, etc., have no real demand yet except as government-sponsored activities. It becomes very difficult to calculate the true value of a product in this environment. Equation (1) becomes meaningless, and many would-be space entrepreneurs must justify their project by simply pointing out that they may be able to supply a low-demand government mission cheaper than the government can.

The basic problem is that we all believe in the promise of space, but economically there is no clear path to what we can do tomorrow. The nearest to a space-based commercial venture now is satellite communications. That market has developed over the past several decades, not in the leaps and bounds foretold by visionaries, but in fits and starts controlled by consumer perceptions and development of supporting technology. In hindsight, trying to leapfrog the erratic steps of this evolution could have been disastrous as a commercial venture. It will be just as difficult, if not more so, to forecast markets for space resources because their realization may be even farther away.

Gertsch and Gertsch, 05 - research associate professor of mining engineering, *B.Sc. is in geological engineering  and Ph.D. [Richard and Leslie, 2005, Space Resources Roundtable: “Economic Analysis Tools for Mineral Projects in Space” http://www.mines.edu/research/srr/rgertsch.pdf] WSX
The risk involved in exploiting space resources is very high, from risky to wildcatting (Table 2). Terrestrial investors would like a very high ROI and a very short payback period for this level of risk. However, high ROIs makes the project technologically more difficult. In the example project, 100% ROI is basically prohibited by the very high ore tonnage needed, 500 million tonnes. However, lesser ROIs are feasible (Tables3 and 4).

The payback period for the example project also is very long for a commercial venture. However, 11 years before any income is long even for a low risk venture. Perhaps it is in the 6 nature of space projects to have long payback periods. Asteroids, in particular, have a long trip time.

The very high cost of space transportation alone (both for Earth to LEO and in space itself) is a significant barrier to commercial success. Lowering transportation costs is one key to furthering successful commercial space ventures.
When planning long space missions, costs should be delayed as long as possible, and revenues captured as soon as possible. For example, an asteroid mining project could delay building processing plants and miners until the exploration phase is complete. Sellable material from the asteroid should be returned with minimum delay.

R&D increases the cost of space projects compared to terrestrial projects. Most large scale terrestrial mining and manufacturing uses essentially off the shelf equipment, making R&D relatively inexpensive. Further, R&D increases the risk of the project: new designs are less reliable than tested designs, and testing takes time and money.

Environmental concerns may play a role in driving extraterrestrial mining. The amount of environmental mitigation required is increasing, and this pressure may make extraterrestrial mining an economical alternative. Precious metals are particularly vulnerable, since a large fraction goes to jewelry, a perceived waste of resources. The money spent in terrestrial mitigation may switch one day to space resource recovery.

What can mitigate these drawbacks of commercial utilization of space resources? One possibility, with a long history in science missions, is to combine projects. Platinum recovery, for example, would be a good add-on for another project, such as defraying part of the cost for a water retrieval mission. Water is useful in space for life support and propellant, and water mining scenarios have been proposed (ISU 1990). With the continued interest in a manned Mars Mission, an asteroid mine to supply materials to this long mission could also supply high value materials to Earth at the same time.

The realities of business make investment in space resource utilization unlikely without extraordinarily good preparation on the part of the entrepreneurs.

asteroid tracking

Congress has empirically been skeptical of funding asteroid tracking efforts 

Johnston, BA Applied Physics, Columbia University, Associate writer Ars Technica, 10 (Casey, “NASA asteroid-tracking program stalled due to lack of funds,” 2010, http://arstechnica.com/science/news/2009/08/nasa-asteroid-tracking-program-stalled-due-to-lack-of-funds.ars)

The risk of an asteroid rending civilization into bits is a favorite scenario in disaster movies, but it has been none too popular with the United States government. Eleven years ago, Congress tasked NASA with detecting, tracking, and classifying large asteroids and comets that pose a threat to Earth; these are generically termed near earth objects, or NEOs. Since then, save for a small grant, NASA has funded the project on its own. Now Congress has created new goals for the program and requested that they be achieved by 2020. The National Research Committee has put out an interim report on the NEO project, and it indicates that very little progress has been made since 2005, primarily due to a lack of funding. Congress kicked off the NEO-tracking project in 1998, requiring that NASA's equipment be able to locate and identify at least 90 percent of all NEOs one kilometer in diameter or larger. Congress selected this size as the lower bound because it is the smallest size that might be globally catastrophic if it ran into Earth. To guarantee a catastrophe, an asteroid would have to be even larger, perhaps 1.5 to 2 kilometers. On impact, an asteroid of this size would create a fireball the size of a continent and a crater fifteen times the asteroid's diameter; if it hits the ocean, there would be an enormous tsunami. Congress awarded NASA a $1.6 million grant in 1999 to put towards the NEO discovery program. Unfortunately, this was the only funding Congress gave to NASA to pursue this goal; nonetheless, NASA continued the project on its own, and has since successfully achieved the objective of a 90 percent track rate for 1km NEOs. The problem now, the NRC report asserts, is that we shouldn't be satisfied with this.  What NASA has accomplished so far will largely enable us to at least attempt to prevent any impacts that would ultimately cause the majority of humans that survive the initial blow to die of starvation. However, asteroids smaller than 1km in diameter are not sufficiently less disastrous than their larger counterparts that we can happily ignore them.  For example, the NRC report states that the body that caused the 1908 Tunguska explosion and destroyed 2,000 square kilometers of Siberian forest was only 30-40 meters in diameter. This realization is what led Congress to change its mind and decide that NASA should track even smaller asteroids. The new goal: track 90 percent of NEOs 140 meters or larger in diameter by 2020.

Investors would lose $100 billion – interests rates on treasury bonds would soar 

The Hill, 6/25 (“S&P: Investors could lose $100 billion if US credit is downgraded, Jun. 25, 2011, http://thehill.com/blogs/on-the-money/801-economy/168461-sap-investors-could-lose-100-billion-if-us-credit-is-downgraded)
Investors with holdings in U.S. debt could lose $100 billion if the country’s credit rating is downgraded, a leading Wall Street forecaster says. Standard & Poor’s predicts losses of that magnitude if the U.S. government’s perfect AAA credit rating is taken away over concerns about the federal deficit. In a research report that is making the rounds at financial institutions, S&P attempts to tease out the dollar implications of a downgrade. Michael Thompson, the managing director of S&P’s valuation and risk strategies — a wholly separate unit from its ratings shop — said the report tackles what was long thought to be unthinkable. “What we’re really trying to do is give people in the marketplace a prism … to what the effect [is] of something they’ve never really bent their minds to,” he said. “People never really went down this analysis because they just thought it was an impossibility. “That’s starting to erode a little bit,” he added. A downgrade is not imminent from any credit rating agency, but the 'Big Three' ratings firms have not shied away from expressing their concerns about the nation’s financial situation.  In April, Standard & Poor’s lowered its outlook on U.S. debt from “stable” to “negative,” citing growing pessimism about lawmakers’ ability to rein in the deficit. Moody’s Investors Services chided lawmakers in June for political gamesmanship, warning that its rating on U.S. debt could be put on negative watch if “credible agreement” to tackle the deficit is not reached in the coming weeks.  Fitch Ratings followed suit a few days later, announcing the U.S. rating would be put on negative watch if a deal to increase the debt limit is not reached by August. To figure out what might happen if any of those threats were to become a reality, Standard & Poor’s looked to the cost of insuring a nation’s debt against default through the use of a credit default swap (CDS). A CDS effectively is an insurance policy that protects an investor if a borrower defaults; the safer the borrower is perceived to be, the cheaper it is to buy insurance. By effectively comparing the costs of a CDS for American debt with the cost for insuring against the debt of other nations of varying creditworthiness, Standard & Poor’s painted a rough picture of what a lower-rated America would mean for investors — and it’s not pretty. Standard & Poor’s said in its report that investors could suffer losses that “could easily range from $50 to $100 billion” as prices for existing Treasury bonds could fall by up to 6 percent. And they point out that it’s not just investors in American debt that would suffer from a downgrade. A consequence would be increased borrowing costs for the government, as it would have to boost interest rates to attract investors for a now-riskier security. If Standard & Poor’s lowered the nation’s credit rating to double-A, the interest rate on Treasury bonds would increase by roughly 23.2 basis points, or 0.232 percent. If it were to fall all the way to single-A, the cost of borrowing would climb by about 37.5 basis points. That change might seem paltry, but when dealing with a deficit of over $1 trillion, those small boosts can add up. By the firm’s math, that shift would mean an additional $2.32 to $3.75 billion a year just in additional interest. Thompson pointed out that there is a snowball effect as well. If the nation’s credit rating is downgraded due to the inability to deal with the deficit, the added interest costs will make it that much harder to rein it in going forward. “You think the deficit’s bad now? Wait until you actually have to pay real interest on your debt,” he said. However, the S&P report is not all bad news for the U.S. The firm points out in its report that if Washington can put together a plan to tackle the deficit that convinces Standard & Poor’s to return to its stable outlook, the interest rate on Treasury bonds could fall by 11.4 basis points.

Asteroid tracking is too costly

Borenstein 7 – author who writes about the environment and science (Seth, March 5, Associated Press: “NASA Can’t Pay for Killer Asteroid Hunt”, http://www.msnbc.msn.com/id/17473059/ns/technology_and_science-space/t/nasa-cant-pay-killer-asteroid-hunt/) WSX

WASHINGTON — NASA officials say the space agency is capable of finding nearly all the asteroids that might pose a devastating hit to Earth, but there isn't enough money to pay for the task so it won't get done.
The cost to find at least 90 percent of the 20,000 potentially hazardous asteroids and comets by 2020 would be about $1 billion, according to a report NASA will release later this week. The report was previewed Monday at a Planetary Defense Conference in Washington.

Congress in 2005 asked NASA to come up with a plan to track most killer asteroids and propose how to deflect the potentially catastrophic ones.

"We know what to do, we just don't have the money," said Simon "Pete" Worden, director of NASA's Ames Research Center.

These are asteroids that are bigger than 460 feet in diameter — slightly smaller than the Superdome in New Orleans. They are a threat even if they don't hit Earth because if they explode while close enough — an event caused by heating in both the rock and the atmosphere — the devastation from the shockwaves is still immense. The explosion alone could have with the power of 100 million tons of dynamite, enough to devastate an entire state, such as Maryland, they said.

The agency is already tracking bigger objects, at least 3,300 feet in diameter, that could wipe out most life on Earth, much like what is theorized to have happened to dinosaurs 65 million years ago. But even that search, which has spotted 769 asteroids and comets — none of which is on course to hit Earth — is behind schedule. It's supposed to be complete by the end of next year.

NASA needs to do more to locate other smaller, but still potentially dangerous space bodies. While an Italian observatory is doing some work, the United States is the only government with an asteroid-tracking program, NASA said.

One solution would be to build a new ground telescope solely for the asteroid hunt, and piggyback that use with other agencies' telescopes for a total of $800 million. Another would be to launch a space infrared telescope that could do the job faster for $1.1 billion. But NASA program scientist Lindley Johnson said NASA and the White House called both those choices too costly. 

Asteroid telescope would cost more than a billion dollars

Daily Planet Media 07 – (Web Copyright: 2007, “BILLION DOLLARS TO TRACK DEADLY ASTEROIDS” http://www.dailyplanetmedia.com/more_stories.php?id=4470&mode=10) WSX

The U.S. National Research Council (NRC) wants an international asteroid defense agency that can organize a proper mission to counter possible asteroid threats.

The NRC says the planet's current lack of readiness to deal with giant space rocks flying at it is a major concern.

Current sky surveys will not be able to find 90 percent of near-Earth objects that are 460 feet (140 m) or larger by 2020, as the U.S. Congress instructed NASA in 2005 to ensure they could due to a lack of funding.

An asteroid-hunting space telescope could go a long way toward playing catch-up and reaching the survey goal by 2022, but at the hefty cost of more than $1 billion. 

NASA would need an additional $1 billion

Daily Planet Media 07 – (Web Copyright: 2007, “BILLION DOLLARS TO TRACK DEADLY ASTEROIDS” http://www.dailyplanetmedia.com/more_stories.php?id=4470&mode=10) WSX

And cost conservation is deemed most important, the use of a large ground-based telescope is the best approach. Under this option, the survey could not be completed by the original 2020 deadline, but could be completed before 2030. To achieve the intended cost effectiveness, the funding to construct the telescope must come largely on the basis of non-NEO programs.

The report also calls on the US to lead the formation of an international body to monitor and deal with NEO threats.

NASA needs an additional $1 billion in funding over the next 15 years to attain its goal of cataloguing all potentially threatening asteroids. Today NASA's Near Earth Object Program is aware of and tracking 6,691 objects. 

***DOESN”T REALLY MAKE SENSE***

Asteroid Deflection would cost $80 billion

Kelly 10 – Staff Reporter (Cathal, January 01, “Bumping asteroid from Earth could cost more than $80B”, http://www.thestar.com/sciencetech/science/article/744789--bumping-asteroid-from-earth-could-cost-more-than-80b) WSX

 A variety of deflection methods have been suggested in the past: gravitational tractors; landing a manned mission on Apophis; knocking it off target by ramming it or striking it with nuclear weapons. There is no broad consensus on what might work best.

"There's also the question of how you design the `campaign' to attack the asteroid. You'd probably have to launch multiple vehicles, in case some failed," Ailor said.

Five years ago, Ailor said, the Aerospace Corp. ballparked the cost of such a mission at $80 billion (U.S.). NASA's current annual budget is a little over $17 billion. Perminov, sounding less than expert on the grasp of details, got the year of impact wrong (2032), couldn't cite the latest estimates accurately and seriously underestimated the potential cost. But he's right about the risk.

automated asteroid mining

Automated mining too expensive – it’s unreliable

Ingebretsen 1 - free-lance journalist specializing in science and technology (Mark, August, IEEE Explore: “Mining Asteroids”, ) WSX

Most schemes would likely require human overseers. “The control methodology is the biggest technological hurdle,” said Mark Sonter, a mining engineer based in Australia. Without observing a mining operation on site, he asked, how could you even predict the way machinery will behave—a necessary precursor to programming it. Richard Gertsch warned that automated mining might prove prohibitively expensive. “You essentially have to have 100 percent reliability,” he said. If the equipment breaks down, the mission’s over. “To squeeze out that last 1 or 2 percent of reliability costs a lot of money,” he added. “I don’t know how you’d budget for that.” In contrast, Gertsch says, manned missions have known parameters, which can be budgeted for. 

constellation

Constellation would require $45 billion to get back on track

Chang, 10 - science reporter for The New York Times [Kenneth Chang, 5/27/10, The New York Times: “NASA Finds New Criticism and Skepticism Before Congress” LexisNexis] WSX

Constellation project

Posey press secretary George Cacela said the congressman's statements about funding for a new rocket-design were based on the troubled Constellation project. The law that Posey is citing is the 2010 NASA Authorization Act, which mandated that the space agency build a heavy-lift rocket called Ares by 2016 with an $11.5 billion budget.

Constellation started in 2005 under former President George W. Bush's administration. With the space shuttle being phased out after 30 years, Constellation's goal was to return to the moon by 2020 and set up a base camp there in future years. A series of Ares rockets and the Orion crew capsule were part of the original Constellation plan. However, the project, as described in this Jan. 14, 2004, speech by Bush, never received the full $100 billion funding it was originally promised, resulting in delayed work and mounting costs.

A 2007 report by the Government Accountability Office, before Obama was elected, also criticized the way funding was being handled for the Constellation project and other goals outlined in Bush's 2004 space policy.

"The need for NASA to implement the vision in a fiscally prudent and effective manner cannot be overemphasized given the competing fiscal demands facing the federal government and an already troubling funding profile projected for human spaceflight activities," the report notes. "We have issued a number of reports that touch on various aspects of retiring the space shuttle and transitioning its assets and people to exploration activities. These reports have questioned the affordability of the exploration program, NASA's acquisition strategy for the development of new space vehicles, agency-wide contract management and workforce planning for current and future agency needs."

What was Obama's role?

In May 2009, Obama convened a panel headed by Norman Augustine, a former Lockheed Martin executive, to review the feasibility of current and future NASA projects like Constellation. In an October 2009 report, the committee deemed that Constellation would need an additional $45 billion to get back on track.

Constellation was cut because it was too expensive

Chang, 10 - science reporter for The New York Times [Kenneth Chang, 5/27/10, The New York Times: “NASA Finds New Criticism and Skepticism Before Congress” LexisNexis] WSX

The head of the National Aeronautics and Space Administration was buffeted with more criticism and skepticism before Congress on Wednesday as he sought to defend the Obama administration's proposal to revamp the space agency.

Representative Bart Gordon of Tennessee, the Democrat who is chairman of the House Committee on Science and Technology, said Congress had still not been told enough to make informed decisions about the president's plan to cancel the space agency's Constellation program that would send astronauts back to the moon and turn, instead, to private companies for transportation into orbit.

''So far we have not seen any hard analysis from the administration that would give us confidence that it can be done for the amount budgeted,'' he said.

In President Obama's budget request for the 2011 fiscal year, which begins Oct. 1, he called the Constellation program too expensive. The spending request added $6 billion over five years to NASA's budget, but the increase was directed to other areas of NASA like aeronautics research, climate research and robotic science missions.

In a speech last month, Mr. Obama described ambitious goals for NASA: to send astronauts to an asteroid by 2025 and then to Mars a decade later.

But Mr. Gordon noted that the administration's budget projections for what would be spent through 2025 on human spaceflight were far below what a blue-ribbon panel said last year was necessary for any program sending astronauts beyond low Earth orbit.

''It does no good to cancel a program that the administration characterizes as 'unexecutable' if that program is simply replaced with a new plan that can't be executed either,'' Mr. Gordon said.

50 billion needed

Berger, 10 – staff writer for Space News [Brian Berger, 2/1/10, Space News: “NASA: 2011 Budget Puts Exploration on Sustainable Path,” http://www.spacenews.com/policy/102001-nasa-2011-budget-puts-exploration-sustainable-path.html] WSX

NASA has spent $9 billion on Constellation since the program was created in response to then-President George W. Bush’s 2004 Vision for Space Exploration speech. 

Pulling the plug on Constellation and its three early elements — the Orion Crew Exploration Vehicle, its Ares 1 launcher and the Ares 5 heavy-lift rocket — is expected to cost NASA about $2.5 billion in contract termination penalties and other program-closeout-related expenses, according to NASA budget documents. 

Kohlenberger said sunk cost is no reason to continue a program that is unsustainable. 

“The fact that we poured $9 billion into an unexecutable program really isn’t an excuse to pour another $50 billion into it and still not have an executable program. I think that’s what I’d tell taxpayers,” Kohlenberger said. “Instead we are going to make wise, prudent investments — an additional $6 billion over the next five years — to really propel us on a new journey of exploration and discovery.” 

Constellation is already over-budget 

Klamper, 10 - is a Space News staff writer covering NASA, Congress and U.S. space policy [Amy Klamper, 2/25/10, Space News: “House Appropriators Grill Obama’s Science Adviser on NASA Plan,” http://www.spacenews.com/policy/100225-house-appropriators-grill-obama-science-adviser.html] WSX

“We have a whole range of technologies that we’re able to pursue if we wind down Constellation, the very large sums of money that were going into that program which were considerably more than foreseen at its inception,” he said. “If the Chinese and the Russians keep on with a trajectory that is based on the old technology, we’re going to leap-frog right past them with an approach that invests in American ingenuity to do better.” 

Holdren’s defense relied heavily on data contained in the final report of the Review of U.S. Human Spaceflight Plans Committee, a White House-appointed panel tasked with evaluating NASA’s manned spaceflight program and potential alternatives to it. Holdren said the panel, led by former Lockheed Martin chief Norm Augustine, concluded that if Constellation “were funded in a manner that could return U.S. astronauts to the Moon before 2025, it would cost between $45 [billion] and $60 billion more between 2010 and 2020” than the Obama administration included in the long-range budget projections that accompanied the president’s 2010 spending request to lawmakers last year. 

Rep. C.A. “Dutch” Ruppersberger (D-Md.) said he was aware of Constellation’s funding woes, but characterized the president’s alternative plan as “theory” and said he worries the American public will not be inspired by a vision to taxi astronauts to the international space station and back. 

Constellation was over budget and not working

Abby, Lane, and Muratore, 09 – Senior Fellow in Space Policy, *Ph.D. and Senior Fellow in Science and Technology Policy, **Adjunct Lecturer [George Abby, Neal Lane, John Muratore, 1/20/09, Baker Institute:  “Maximizing Nasa’s Potential In Flight And On The Ground: Recommendations For The Next Administration”] WSX

Given budget and manpower shortfalls, NASA is unable to provide firm cost estimates, while tight White House deadlines continue to put pressure on the Ares I and Orion projects. Both are likely to experience substantial schedule slips and growth in costs. The best “advertised” estimate of when the Constellation might fly is 2015, though realistically it could be much later. We could be looking at a flight gap as great as eight years or more. And all the while, science and aeronautical research will continue to be held hostage.

It is distressing to observe the current state of the U.S. space program as the nation moves into a new progressive era with the inauguration of President Barack Obama in January 2009.

Despite having brilliantly succeeded in assembling over a million pounds of hardware in the multinational international space station and having endured heartbreaking tragedy and recovery in the space shuttle program, NASA finds itself in an almost impossible situation. The Bush administration’s focus on the VSE has resulted in a number of consequences: After 2010, the United States will be dependent on Russia for transport to space and will have to pay for each trip; that, as well as the de-emphasis of science, including research on the ISS, undercuts the investments of our international partners. Additionally, the proposed Constellation system will be over budget, behind schedule, and of limited capability. Finally, the rationale for a total focus on returning to the moon is weak. It has not resulted in a national consensus, nor is there any apparent pressing national concern except, possibly, that China might land on the moon at the end of the decade. 

Orion/Ares would require more funding

Chang, 10 - science reporter for The New York Times [Kenneth Chang, 5/27/10, The New York Times: “NASA Finds New Criticism and Skepticism Before Congress” LexisNexis] WSX

In addition, an August 2009 report from the U.S. Government Accountability Office, "Constellation Program Cost and Schedule Will Remain Uncertain Until a Sound Business Case Is Established," also found flaws in previous funding for the Orion and Ares projects.

"While the agency has already obligated more than $10 billion in contracts, at this point NASA does not know how much Ares I and Orion will ultimately cost, and will not know until technical and design challenges have been addressed," the report states.

The Obama administration pulled the plug on the back-to-the-moon project by eliminating funding for it from the president's 2011 fiscal year budget proposal. Instead, Obama recommended that NASA reconfigure the Constellation's Orion crew capsule to serve as a reserve spacecraft for the International Space Station.

"This Orion effort will be part of the technological foundation for advanced spacecraft to be used in future deep-space missions," Obama said in his April 2010 speech at the Kennedy Space Center.

In 2010, when Congress passed the NASA Authorization Act, $2.6 billion was appropriated for the Ares heavy lift-rocket, and $1.4 billion for the Orion crew capsule. Under Obama's current budget proposal the projects would receive less money -- $1.8 billion for the rocket and $1 billion for the Orion project.

Even before Obama released his latest budget proposal, NASA administrators stated in a January 2011 report that the timeline and budget in the 2010 NASA Authorization Act were not sufficient to complete the Orion crew capsule and the Ares heavy-lift rocket projects by their 2016 targets.

The 22-page report stated:


- "It is important to note that the (Orion) project will be operating in a cost-constrained environment. The three-year authorized funding level represents a significant reduction."

- "While NASA will work as expeditiously as possible to meet the 2016 goal, NASA does not believe this goal is achievable based on a combination of the current funding profile estimate..."

Our ruling

So back to our questions: Did Obama promise two years ago "to close the space gap?" Has a new rocket design been put into place, and is it properly funded?

Posey is correct that Obama said he intended to close the space gap, and he supported man living and working in space. But, the Obama administration has decreased funding for the space-flight vessels in favor of increasing funding for climate research projects.

However, NASA's funding issues did not suddenly emerge under the Obama administration. A 2007 report from the GAO projected an "already troubling funding profile projected for human spaceflight activities." Even NASA has said it can't complete the projects with the current budget constraints. So while Obama has reduced spending, the projects in question have long been struggling to get adequate support to move forward. We rate this claim Mostly True. 

deep space propulsion

New propulsion and launch mechanisms will costs billions on top of NASA’s current budget

Nusca, 4/12 (Andrew, Editor, Smart Planet, “NASA unveils new programs; shifts to commercial manned rockets, deep space exploration,” Apr. 12, 2011, http://www.smartplanet.com/blog/smart-takes/nasa-unveils-new-programs-shifts-to-commercial-manned-rockets-deep-space-exploration/5853)

Responding to the Obama administration’s proposals, NASA on Thursday unveiled new programs that mark a shift toward commercial manned rockets and the development of new technologies to enable deep space exploration. The president’s fiscal 2011 budget request guaranteed NASA a small increase in funding at the expense of the Bush administration’s Constellation moon program. The request’s omission of a timetable for moving beyond low-Earth orbit generated considerable criticism that progress cannot be achieved without specific goals. “This budget provides an increase to NASA at a time when funding is scarce,” NASA administrator and former shuttle commander Charles Bolden said on a conference call. “It will enable us to accomplish inspiring exploration, science and R and D, the kinds of things the agency has been known for throughout its history.” Critics of the proposal say Obama effectively took NASA’s legs out from under it, slashing more than 10,000 jobs connected to Constellation and the space shuttle, which is due to retire this year. Last year, a panel concluded that NASA could not afford to continue Constellation without an additional $3 billion per year. It recommended a move toward commercial launch services to carry astronauts to and from low-Earth orbit, freeing NASA to focus on developing a heavy-lift rocket system to enable eventual flights to the moon and beyond. The Obama administration’s $19 billion fiscal 2011 budget request for NASA would add an additional $6 billion to the agency’s budget over the next five years, mostly to spark development of commercial manned spaceflight capability. Here’s a breakdown of how NASA anticipates it will disperse the funds: Houston, Texas’ Johnson Space Center will develop a flagship technology demonstration program office for testing tech such as autonomous rendezvous and docking, in-orbit refueling and inflatable habitat modules. Cost: $424 million in fiscal 2011 and $6 billion over the next five years. Merritt Island, Florida’s Kennedy Space Center will develop a private-sector launch industry and host the deputy manager of the flagship technology demonstrations program. A new program office will manage $1.9 billion over five years to upgrade and modernize the launch infrastructure. Cost: $500 million in fiscal 2011 and $5.8 billion over the next five years. Hunstville, Alabama’s Marshall Space Flight Center will conduct heavy lift propulsion research and develop new designs for rockets needed for deep space exploration. Cost: $3.1 billion over the next five years.
heavy launch vehicles
Heavy lift systems would cost billions – SLS proves

Friedman 11 – Former Executive Director of The Planetary Society (Lou, May 23, The Space Review: “The Dangers of a Rocket to Nowhere”, http://www.thespacereview.com/article/1849/1) WSX

Russia has maintained its access to space, cheaply and reliably, by never deviating from the military rockets that launched the space age. Other countries, with much smaller space programs and space industries, also have clearer development paths than does the US—not necessarily smoother ones, but clearer ones, such as the Ariane series in Europe and the H series in Japan. China also seems to be following step-by-step development of their Long March family of rockets. But the US flails: starting, stopping, debating, re-starting, and so on. And our Congress, ever searching for more pork, now refuses to use what we already have in favor of building something we don’t need.

Mark Matthews, writing for the Orlando Sentinel, recently made an important observation: the Congressional “Senate Launch System” (as detractors of what is officially known as the Space Launch System call it) is being built to test a new crew capsule but will likely never get used for anything else. He also used the term “rocket to nowhere”—a phrase for which I have some parental pride. The US will spend billions only to have to begin again from scratch if it really wants to go anywhere. From a timing point of view, that is fine. There are no missions that need heavy lift before 2020, but the money waste may set space exploration back further than that. Matthews’ piece is notable because it comes from Florida, one of the states with vested interest in the SLS. 

Heavy launch vehicle is outdated and expensive

Bonin 11 – Contributor to the Space Review (Grant, June 6, “Human spaceflight for less: the case for smaller launch vehicles, revisited”, http://www.thespacereview.com/article/1861/1) WSX

While the private sector has quietly (or not so quietly) been working to address the issues of affordable and reliable access, others have struggled to address the issue at all. While NASA for its part has increasingly been embracing and assisting private initiatives in developing cheaper launch systems, there remain contingents in the agency and especially in Congress that continue to dismiss existing and emerging commercial capabilities, and who remain fixated on the belief that a heavy-lift launch vehicle (HLV) is the right and only way for human space exploration to occur. Decades of studies have called for the development of such a rocket—from the first President Bush’s Space Exploration Initiative (SEI) to the second President Bush’s Vision for Space Exploration (at least through the now defunct Constellation implementation of the Vision). But none have come to fruition since Apollo.

The latest attempt at reviving heavy-lift is a congressional demand that NASA must develop a heavy-lift launcher by 2016 (which, as the Orlando Sentinel noted two weeks ago, will be “made of recycled parts of the shuttle”). Notwithstanding the fact that Congress has not authorized sufficient funds for the completion of such a vehicle, this latest attempt at forcing a large launcher into NASA’s plans will consume at least $10 billion over the next few years, and—if history is any indication—will likely result in nothing more than another paper rocket. As Lou Friedman put it here two weeks ago, “the situation in the United States with respect to [space access] is no different than if we had a space czar whose motive was to keep the country grounded. Why does it seem like we can never get a rocket policy for civil space exploration right?” (see “The dangers of a rocket to nowhere”, The Space Review, May 23, 2011)

The new Space Launch System (also pejoratively termed the “Senate Launch System”) has the political benefit of sending billions of dollars to former shuttle contractors, and preserving some NASA shuttle jobs. But aside from being a jobs program, SLS can be expected to accomplish little. In the best case, it will probably fail entirely, and in so doing will merely be wasteful; but in the worst case, there is the possibility it might succeed, and lock NASA into using 1970s technology for the indefinite future, while also marginalizing the involvement of commercial launch providers. Under such conditions, a “post-shuttle era” would never really come.  

Developing launch vehicles would be wasting billions of dollars

Bonin 11 – Contributor to the Space Review (Grant, June 6, “Human spaceflight for less: the case for smaller launch vehicles, revisited”, http://www.thespacereview.com/article/1861/1) WSX

The US is currently rocket rich, but its space program isn’t comparably so. In 2004, President Bush’s Commission on Implementation of United States Space Exploration Policy recommended that “NASA’s role must be limited to only those areas where there is irrefutable demonstration that only government can perform the proposed activity.” Launch vehicles do not qualify—indeed, the opposite is ostensibly true in this case—and Congress certainly shouldn’t waste further billions trying to force NASA into developing a new one, for no apparent reason than maintaining jobs in the post-shuttle era (and thus preventing there from really being a post-shuttle era). 

SLS developed for political reasons – not cost effective

Bonin 11 – Contributor to the Space Review (Grant, June 6, “Human spaceflight for less: the case for smaller launch vehicles, revisited”, http://www.thespacereview.com/article/1861/1) WSX

In the final analysis, the argument here isn’t really against heavy-lift launch rockets, but against unaffordable or unneeded ones. The forthcoming SLS is an example of both: a rocket whose requirements are written more by politicians than engineers, developed more for political reasons than technical or economic ones, and stands in marked contrast to what the private sector is doing and what NASA could be doing more of.

Notwithstanding SLS, it has been exciting to watch NASA increasingly embrace commercial providers in recent years. Turning LEO transportation over to commercial vehicles would ideally allow NASA to focus on enabling technologies for missions beyond Earth orbit, for which the requirements are more challenging and several key issues remain unresolved. But “enabling technologies” should not include Senate Launch Systems, the pursuit of which will continue to cannibalize funds that could otherwise be spent addressing bigger challenges (such as advanced spacesuit technologies; high-closure life support systems; advanced space power systems; and entry, descent and landing of large payloads at Mars.) In-house launch vehicle development has had an extremely high opportunity cost for NASA, and they would better serve the cause of exploration by working on something else.

But in this regard, the agency is beholden to Congress. If the United States actually cares about developing space—not just exploring it or studying it, but developing it in earnest, with the end goal of having a large number of people living and working in space—it would mean being able to launch crew and cargo economically. The way to accomplish this is more activity and more competition, with as much commercial involvement as possible. A heavy-lift “Senate Launch System” is not consistent with these objectives, which really just affirms what we already know: that space development is not actually that important to Congress. But hopefully, at the behest of commercial efforts, a day will come when human space activities will flourish regardless of what’s important to Congress. 

Heavy launch vehicles aren’t cost effective

Bonin 11 – Contributor to the Space Review (Grant, June 6, “Human spaceflight for less: the case for smaller launch vehicles, revisited”, http://www.thespacereview.com/article/1861/1) WSX

 Heavy-lift proponents argue that HLVs are more efficient in terms of the cost per kilogram of payload delivered to orbit (since larger launch vehicles require less mass per unit payload). In terms of the marginal cost per kilogram, this should technically be correct—but only if there are no large fixed or capital costs to amortize. Unfortunately, because larger rockets tend to require significant capital investments, they also tend to have large development costs that must be remunerated over the life of the vehicle. Heavy-lift boosters also require large assembly, integration, and launch infrastructure, as well as large full-time support staff. These represent extremely large fixed costs, which also must be amortized over the vehicle’s use. This is the key issue: because the heavy-lift rocket will typically have a low flight rate (likely on the order of once per year), the HLV will have to pass its entire operating costs into the price of a small number of launches, in addition to a large fraction of its development cost. Thus, the net cost per kilogram will tend to be quite high.

Indeed, it is incorrect to apply economies of scale to the size of a rocket. Instead, economies of scale are actually realized much more powerfully by increased flight rate. A smaller launch vehicle, with lower development costs and lower recurring costs, will reliably be cheaper on a cost per kilogram basis than a heavy-lift booster delivering the same payload, because the flight rate will be higher. If a prospective HLV were to enjoy a sufficiently high flight rate that its cost/flight approaches the marginal cost of the vehicle, then efficiencies of scale could be realized; but no one can envision a time in the future where this kind of HLV demand will exist. For large capital investments, high utilization is the key to reduced cost, and is also the key to operational experience, which also reduces cost and increases reliability even further. 

human space exploration

Human space exploration costs too much

Gwynne, 08 - North America correspondent for Physics World [Peter Gwynne, July 2008, Physics World: “NASA Prepares for its Next Half Century,” Physics World Archive] WSX

But then, everything changed. In 1970 the sheer cost of human space exploration convinced President Richard Nixon to cancel plans for manned discovery beyond Earth’s bounds. NASA then settled into a manned programme of studies in low Earth orbit that started with the Skylab project, continued with the Space Shuttle and – after two fatal shuttle accidents in 1986 and 2003 – culminated in the International Space Station (ISS). Not surprisingly, public interest in manned space exploration gradually dwindled. “Through a combination of its own poor planning and poor policymaking at the national strategy level, NASA has been locked for three decades into a programme that is very difficult to accomplish and incredibly challenging – but not incredibly exciting for the people who pay for it,” current NASA administrator Michael Griffin admitted in an interview with Physics World.

Costs of sending humans into space isn’t worth it

Foust 9 – editor and publisher of The Space Review (Jeff, September 21, The Space Review: “The $3-billion a Year Question”, http://www.thespacereview.com/article/1472/1) WSX

The same scrutiny can be applied to other arguments. Most would agree that humans are far more capable scientists and explorers than robots, but they’re also far more expensive, and it’s difficult to put a dollar value on the science performed on the space station, the Moon, Mars, or elsewhere in the solar system. Earlier this month NASA issued a report on the science performed on the ISS, identifying over 100 experiments performed on the station from 2000 to 2008. It’s an impressive list, but to perform that work requires funding a Space Operations line in the NASA budget (ISS, shuttle, and related operations) that will cost the agency $6.175 billion in fiscal year 2010. By comparison, the entire NSF budget request for FY2010 is just over $7 billion. What is the better scientific value?

In his House testimony, Augustine alluded to that lack of compelling reasons for human spaceflight. “Too often in the past we’ve said what destination do we want to go to rather than why do we want to go there. It’s a question that in our view we have probably not answered correctly in the past,” he said. He listed the various rationales for it, from science and exploration to inspiration and spinoffs. “In our judgment, none of those, by themselves, can justify the cost of human spaceflight today.”

Small percentage of the budget is a bad argument – federal government spending has increased and cuts are needed

Foust 9 – editor and publisher of The Space Review (Jeff, September 21, The Space Review: “The $3-billion a Year Question”, http://www.thespacereview.com/article/1472/1) WSX

Given that problem, it’s not surprising that space advocates often fall back on a secondary approach: human spaceflight isn’t, relatively speaking, that expensive. During the House testimony several members wondered, given the hundreds of billions of dollars spent on bank bailouts or the stimulus package, why NASA can’t get just $3 billion to help put its human spaceflight efforts back on track. (Never mind that it’s $3 billion a year, ad infinitum and with later adjustments for inflation, that the agency needs.) Others note that NASA gets a narrow wedge of the budget pie: just over half a percent of the overall planned FY2010 budget, whereas it got several percent of the federal budget in the glory days of Apollo.

This argument ignores the fact the government is an extraordinary spendthrift now because of the extreme situation it has faced: stopping a potential collapse of the banking system and trying to revive the economy from the worst downturn since the Great Depression. With soaring deficits (in excess of $1 trillion for FY2009 alone) there will be increasing pressure to cap spending. Moreover, in any budget environment justifying an agency’s budget based on its share of the federal budget is unwise: not only are you vulnerable to changes in the overall budget (which explains why NASA’s share has slipped roughly a tenth of a point over past years, even though the administration has proposed an increase for the agency) but it begins to sound like an entitlement that the agency should get regardless of what it’s doing.

Manned spaceflight not worth it

Moornaw, 03 – contributor to Space Daily [Bruce Moornaw, 2/2/03, Space Daily: “The Space Age Born of The Cold War Is Over,” http://www.spacedaily.com/news/oped-03e.html] WSX

Today's appalling Shuttle tragedy proves -- once again -- that manned spaceflight, at this point in history, is not remotely worth either its cost or its risk of lives. I say "once again" because virtually any scientist worth his salt has been pointing out that fact routinely for decades.

Any skeptic is invited to take a look at what the professional science journals regularly say on this subject.

NASA has always been warped by the freakish circumstances of its early development.

The Moon Race was originally promulgated by Vice President Lyndon Johnson in 1961 (as he told his friends openly) in order to try to pump more federal money into the South in general and Texas in particular. He managed -- narrowly -- to persuade JFK to go along (the only subject upon which he ever seems to have had any significant influence on Kennedy's administration as Vice President).

Regardless of whether one regards the political goals of the Moon race as worthwhile, it is unquestionable that -- ever since the Apollo program ended -- NASA has been frantically trying to maintain the grotesquely bloated levels of funding it received during those days. It has managed to do so, by a two-stage process.

First, it has told one deliberate and outrageous lie after another about the supposed cheapness and utility of first the Space Shuttle and then the Space Station (overestimates, in both cases and both categories, of over 10 to 1!) in order to narrowly persuade the White House and Congress to initiate both programs.

As one former NASA official told a "Time" magazine reporter shortly after the Challenger disaster, regarding NASA's lies to gain initial approval of the Shuttle in 1972: "We hated to do it, but we were getting SO many votes."

NASA has then resorted, over all the following years, to the time-honored "camel's nose" technique of methodically raising its cost estimate and lowering its usefulness estimate for each program by a little each year, while simultaneously insisting that if Congress didn't go on funding the program ANYWAY, the money already spent would have been wasted.

As a swindle, this has worked magnificently -- in both cases, by the time the rubes have finally caught on to the game, tens of billions in unjustified funding has been pumped into the aerospace-industrial complex.

Ultimately, of course, the game always unravels. The Challenger tragedy was a direct result of the fact that NASA didn't dare stop launching Shuttles long enough to fix a whole flock of serious design programs which it knew existed -- including a problem with the landing brakes even more serious than the problems with the solid booster O-rings -- because, even by 1986, it was still desperately trying to continue pretending to Congress that the Shuttle could be flown at least a dozen times a year at an acceptable cost.

After it finally became impossible to sustain that lie in the wake of Challenger, NASA switched to saying that the Shuttle program was justified entirely to support the Space Station (if for no other reason).

The supposed usefulness of the Station itself is a comparable lie which has been steadily uncovered to a greater and greater degree for the last 15 years or so -- but never quite fast enough for the Station ever to be canceled (primarily due to its elementary political appeal as pure home-district pork for Congressmen).

The new tragedy today may change that. At a minimum, it proves that NASA's post-Challenger estimate of Shuttle safety has been as psychotically inaccurate as its pre-Challenger estimates -- with both estimates quite possibly being another set of deliberate lies.

NASA's current estimate has been that the Shuttle has only one chance in 350 of suffering a fatal accident during a launch, and considerably less of a risk during reentry.

Not quite true. If -- as seems increasingly likely -- the Columbia disaster was due to detachment of some of its crucial belly tiles, then -- whether this was actually due to impact by a lightweight piece of debris from the external tank during launch or not -- it indicates that the Shuttle's entire reentry thermal protection system is incredibly fragile, and always has been.

There is also a genuine chance that today's tragedy will turn out to be due to excessive economizing on Shuttle maintenance and safety programs -- economizing which was criticized, explicitly and at length, by both the House and Senate Appropriations Committees last year -- in order to make it possible to continue funding the Space Station, even in some kind of barely scientifically usable form.

The simple fact is that the average manned spaceflight costs about 10 times as much as the average unmanned space mission, for much LESS scientific and commercial return -- and always has.

As President Reagan's science advisor George Keyworth said: "While all government agencies lie part of the time, NASA is the only one I know of that does so routinely." The reason is simply that it has far less reason to exist at anything remotely like its current funding levels than any other U.S. government agency does.

NASA has been running an gigantic swindle on US taxpayers for at least the past three decades -- at the cost of about $150 billion in unjustified spending, and now a total of 14 human lives.

All we can hope for at this point, however, is that the White House and Congress will finally come to their senses and shut the American manned space program down, completely, until radical new technology allows massive improvements in both launch cost and flight safety -- a development which is at least two decades or so off -- while maintaining (or even increasing) its spending both on unmanned space exploration and on that development of aeronautical technology which has supposedly been one of its primary reasons for existing.

This hope, however, is based on the assumption that the federal government possesses a significant degree of brains and honesty, which has always been open to serious question.

james webb telescope

James Webb Telescope would require spending

Morring, 11 - Aviation Week's Senior Space Editor [Frank Morring, 2/15/11, Aerospace Daily and Defense Reports: “$18.7 Billion NASA Request Sets Up Capitol Hill Showdown” LexisNexis] WSX

Another likely bone of contention with Congress is the James Webb Space Telescope, which an outside panel has found faces a cost overrun of at least $1.5 billion. In the new request the Webb telescope would get only $375 million to continue fabrication and testing while NASA conducts its own calculations. The budget request carries no launch date for the telescope, and the agency says there will not be one until the fiscal 2013 request a year from now.

The independent review ordered by Sen. Barbara Mikulski (D-Md.), who chairs the appropriations panel that funds NASA, estimated that launch of the deep-space infrared telescope will have to slip more than a year from its old September 2014 target.

In keeping with the approach started with last year’s request, NASA would embark on an open-ended program of technology development needed to enable human exploration beyond LEO. The new request also merges the enabling technology development and demonstration program that has been run under the defunct Constellation Program to the agency’s new technology office, which would get a total budget of $1.024 billion.

launch costs

Space exploration costs a lot of money – launches

Gwynne, 08 - North America correspondent for Physics World [Peter Gwynne, July 2008, Physics World: “NASA Prepares for its Next Half Century,” Physics World Archive] WSX

A major problem with any new mission is the sheer cost of launching an object into space. “We’ve reached a kind of technological ceiling with liquid-fuelled launch vehicles,” Roland explains. “NASA has said it needs an order of magnitude improvement in the capability of the launch vehicle [in terms of cost effectiveness]. But that’s not what they’re doing R&D on. They might have marginally more efficient launch vehicles. But they’ll still be struggling with inadequate budgets and stretched-out programmes.” Rick Gilbrech, head of NASA’s exploration systems directorate, explains that NASA plans to use a mix of old Apollo and new technology to make it to Mars and beyond. For example, as part of the Constellation programme, NASA intends to take crews and cargoes up to initial Earth orbit on the way to the Moon using the Ares I and Ares V vehicles, which resemble the Saturn IB and SaturnV rockets that were used to launch Apollo astronauts into Earth orbit in the late 1960s.

With plenty of robotic missions exploring the red planet, such as the recently deployed Phoenix lander, critics have questioned whether there is a case for manned missions to Mars. When pressed, Griffin is philosophical about the need for such missions. “We look for science information and scientific discovery,” he says. “But mostly we look upon the elucidation of new land and new opportunities. Human exploration, whether on Earth, in the ocean or in space, is an investment in finding out what opportunities might be. Such explorations pay great dividends. They don’t pay them very quickly. We can’t empty the national treasury into them. But it’s important to have them on the balance sheet.”

Griffin also makes it clear that his personal vision for the next 50 years encompasses both exploration and science. “NASA does aeronautics, scientific discovery and human exploration,” he says. “All are important; none can or should be sacrificed for the other two. But I put my foot firmly down to say that exploration is a goal that is fully as noble as scientific discovery. They are different goals. Both are valid.”

Launches still cost a lot of money

Foust, 04 – editor and publisher of the Space Review [Jeff Foust, 9/27/04, The Space Review: “Reducing Launch Costs: A Lower Limit?” http://www.thespacereview.com/article/233/1] WSX

A central tenet of the faith held by advocates, entrepreneurs, and others in an expanded presence in space is that launch costs must, and can, come down. These people will often debate endlessly the means for lowering these costs—reusable launch vehicles, big dumb boosters, or exotic technologies like a space elevator—and even what the magic price point is: $1,000, $500, or $100 a pound, and sometimes lower. However, all will agree that launch costs today are far too high to permit the commercialization and exploration of space they all desire.

History, however, has not been encouraging to these people. There have been many efforts by the public and private sector over the last few decades to develop vehicles that can break through any magic cost-per-pound barrier and open up the solar system to exploration and development. None, though, can be considered a success. While a few efforts actually flew, like the Space Shuttle, they fell far short of the goals and expectations of the developers and the larger community to significantly lower launch costs. Far more projects never made it off the launch pad or runway, crippled by technology or funding problems.

These failures have not dissuaded some from trying yet again to develop expendable and reusable vehicles that promise steep reductions in launch costs. However, there are a few skeptics out there who caution that, like Coronado’s futile quest for the mythical Seven Cities of Cibola, these ventures are seeking launch costs goals that may prove unattainable. Making space access more affordable, they argue, requires understanding the fundamental factors that drive launch costs.

Launch costs inhibit space access

Foust 11 – editor and publisher of The Space Review   (Jeff, May 23, “The Transorbital Railroad to Mars”, http://www.thespacereview.com/article/1850/1 ) WSX

One of the biggest challenges for the effective exploration and exploitation of space has been the high cost of space access. Over the last several decades governments and companies alike have made numerous attempts to lower the cost of reaching orbit, from the Space Shuttle program to various proposed commercial launchers, with little success. 
Even employing all the options still can’t reduce launch costs

Foust, 04 – editor and publisher of the Space Review [Jeff Foust, 9/27/04, The Space Review: “Reducing Launch Costs: A Lower Limit?” http://www.thespacereview.com/article/233/1] WSX

The rocket cost equation

The reason why that’s the case, he said, is something called the rocket cost equation, which splits the flyaway cost of a launch into five major components. The launch vehicle contractor costs cover the hardware itself, along with required enhancements and analysis. Range safety costs include both the direct range costs of the launch as well as cost of going through the range safety approval process. Launch site facilities costs cover payload and launch vehicle processing. The “launch agency” costs cover equipment provided by the agency (which, in the case of the RSLP, could include ICBM stages), personnel costs, and mission assurance activities. Finally, a miscellaneous category covers other costs not included in the categories above, which might include additional studies or payload adapters.

Buckley’s analysis found that, for a typical RSLP launch, the launch vehicle contractor costs take up about 65 percent of the total flyaway cost: $13 million for a $20 million launch. Launch agency costs take up 15 percent, with range costs taking up another 10. The remaining 10 percent is split evenly between the launch site facilities and miscellaneous categories. Many of those costs are fixed, so that if the vehicle hardware cost goes down, the share of the flyaway costs absorbed by those other components increases: Buckley estimated that if the launch vehicle contractor costs were cut roughly in half, to $7 million, the total flyaway cost would still be about $13 million.

One of the big drivers of those costs is labor. He estimated that a typical launch team has about 50 people on it. At fully-burdened labor rates, he calculated, that works out to as much as $7.5 million a year in labor costs alone—regardless of the number of launches the team is responsible for. Given that most US small launch vehicles are used sparingly—the original Minotaur, now called Minotaur 1, is scheduled to launch late this year or early next year on its first flight since mid-2000—those labor costs can not be amortized over very many launches. Worse, Buckley noted, labor costs typically go up a few percent each year in accordance with the cost of living.

Solutions to the equation

There are ways to deal with those costs, Buckley believes. High labor costs can be mitigated by reducing the size of launch teams, although he didn’t estimate by how much team sizes could be cut without jeopardizing the safety or success of launches. Another way to handle high labor costs is to spread them out over a greater number of launches. A typical $20-million launch today could cut its costs by $5-7 million if launch rates increased to 10-20 missions a year. This cost savings comes not only from reducing the labor “cost share” for each launch, but also through more efficient operations and cost reductions in various components through bulk purchases.

Buckley also believes that streamlining range operations can also help reduce costs—a belief no doubt shared by the private sector, which has often complained about the bureaucratic processes and high costs involved when dealing with the major US ranges. An increased launch rate would also help here by spreading out range and launch site costs over a larger number of launches. Launch customers can also help reduce costs by minimizing the number of vehicle enhancements and unique requirements they believe they need.

While these options can cut several mission dollars from the cost of a launch, it doesn’t provide the radical costs cuts long sought after the space community and promised by many government and private efforts. In its place, Buckley offered a “trivial” solution to the rocket cost equation, at least for the case of launching small satellites. Instead of trying to drive down the cost of the launch, he argued, instead try to get the most capable vehicle available for $15-20 million a launch. If the vehicle has a multimanifesting capability, he argued, it could carry several satellites for a few million dollars each. A primary payload might pay $7-10 million for the launch, while several secondaries would pay $4-6 million each. His solution also requires having such launches available every one to two years.

That solution may seem disappointing to many people who are looking for more radical launch cost cuts. SpaceX, for example, is promising launches of the Falcon 1, a Minotaur-class vehicle, for $5.9 million (plus range fees) per launch, while the DARPA-Air Force Falcon small launch vehicle seeks to place 450 kg into orbit for just $5 million a launch. Despite his beliefs about launch costs, Buckley is rooting on these efforts. “I hope that you prove that I’m wrong,” he said. “No one wants to reduce launch costs more than me.”

Launch costs are rising as a result of the termination of the shuttle program – ULA is strengthening its monopoly – Congress is looking to cut the number of launches

Orlando Sentinel, 6/26 (“As military-launch costs soar, would-be competitors protest,” Jun. 26, 2011, http://www.orlandosentinel.com/news/space/os-military-missile-business-20110626,0,7372393.story)
NASA workers looking for a job after space shuttle Atlantis' final flight likely won't have much luck at nearby Cape Canaveral Air Force Station, which has launched a generation of military and national-intelligence satellites. The military-rocket business isn't doing too well — at least according to United Launch Alliance, a partnership of Boeing and Lockheed Martin that manufactures the bulk of the rockets launched into orbit by the military. Company officials said the cost of parts has gone up, and the uncertainty of post-shuttle work at NASA has resulted in subcontractors raising prices. As a result, ULA is sharply increasing the prices it charges the Defense Department to launch military satellites, prompting the Air Force to raise its projected launch costs by nearly 50 percent during the next four years. In addition, the company is demanding — and federal officials are acquiescing — that government agencies commit to buying more rockets than they're likely to need from 2013 to 2017, all in the name of maintaining a "resilient, healthy and flexible space industrial base." Newcomers to the launch industry, such as SpaceX of California, are protesting that the government moves are in effect locking in ULA's monopoly dominance of the market. The result, they contend, will restrict competition, ensure higher launch costs — and ultimately reduce the number of rockets that government agencies and private companies can afford to launch. "They [military leaders] have demonstrated over a number of years that their top priority in launches is not saving money but mission assurance," said Jeff Foust, editor of The Space Review, in explaining why ULA's Delta and Atlas rockets are the industry standard. "But the question is: How long will they be able to do that, given the budget pressures on the government?" ULA's Atlas and Delta rockets are reliable, launching 51 straight times without a failure since Boeing and Lockheed Martin formed the company in December 2006. And the Pentagon has made clear that keeping the company healthy — almost irrespective of the cost — is a matter of national security. "The National Security Space Strategy recognizes the importance of a resilient, healthy, and flexible space industrial base as an underpinning for all activities in space," according to a memorandum signed by NASA, the Air Force and the National Reconnaissance Office in March. During the past five years, the military has relied on ULA to launch satellites that handle everything from communications to weather observation. The NRO, meanwhile, specializes in spy satellites. NASA has tended to use the smaller Delta II — also built by ULA — to send up space probes and science satellites. The agreement commits the Air Force and NRO — but not NASA — to buying a minimum of eight rockets from ULA per year from 2013 to 2017 — even though the two agencies have used an average of only five Atlas V or Delta IV rockets annually during the past five years. Michael Gass, CEO of ULA, said that buying in bulk — like shopping at Costco — made economic sense. "If you're going to do it [buy rockets] eight times a year, then you don't utilize your buying power" unless you do it all at once, he said. But although Gass said the agencies are almost certain to use all the rockets, neither ULA nor the Air Force has released a future launch schedule. The Air Force did not respond to repeated requests for comment. And even buying in bulk is expected to be expensive. Thanks to ULA's higher prices, the Air Force in its proposed 2012 budget boosts funding for military space rockets from $5.2 billion to $7.6 billion during the next four years, a roughly 50 percent increase that will go almost exclusively to ULA. The increases have caught the notice of Congress, which is looking for across-the-board cuts in spending, including the military. Even a flatlined military budget, given ULA's higher costs, could result in fewer launches. "I'm very concerned with the rising cost of launches," said U.S. Rep. C.A. "Dutch" Ruppersberger of Maryland, the top Democrat on the House Intelligence Committee, adding that he's also concerned about ULA's market dominance. "I am not convinced this is the best thing for the taxpayer, especially as we are trying to reduce our deficit," said Ruppersberger, who said the Air Force should press for competition. "A monopoly provider has no incentive to improve reliability or reduce cost." The price hike also has SpaceX arguing that it could do better for less, a move that rekindles an old rivalry. In 2005, even before SpaceX had launched its first rocket, the company sued to stop the formation of ULA, saying the partnership would stifle competition. Boeing and Lockheed argued that a merger would stabilize costs for the military while the two companies would continue to compete for private-sector business. The lawsuit was tossed out largely because the judge ruled that SpaceX couldn't claim harm because it wasn't a competitor yet. Six years later, SpaceX and its pugnacious founder Elon Musk are back, this time armed with NASA contracts and bragging rights to the title of being the first private company to launch a capsule into space and safely return it to Earth. But they've had little success. Adam Harris, vice president for government affairs at SpaceX, said he can't understand why the Air Force and NRO would commit to buying eight rockets per year when the prices are rising. "I put those two facts together and wonder why the government would do a block buy with the highest prices they have seen," he said. "If I were ULA, I would be arguing for that. That's great for them," he said.

mars mission

Launch costs are expensive 

Lades, Ph.D, International Space Elevator Consortium, 10 (Martin, “The Space Elevator” Dec. 24, 2010, The Astronomical Review, http://astroreview.com/issue/2011/article/the-space-elevator)
Getting material from the ground to Earth orbit is tough. To reach a real orbit one needs approximately Mach 25 with a high lateral velocity component. A standard chemical rocket expends around 95% of its mass to do that. This leaves about 5% payload, following the rocket equation. That is why most of today's private space tourist industry only aims for ballistic launches. Anything going into orbit currently also has to be disassembled to fit into a rocket payload bay, i.e., down to 20-30tons. The payload has to be vibration-proofed because of vibrations encountered during a rocket launch. Once in orbit everything has to be reassembled and tested. The process ends up being really expensive and prevents substantial space infrastructure from being built.

Robotic exploration of Mars is perceived as cost-effective by congress

MSNBC, 08 (“NASA Mars project faces technical, cost issues,” Feb, 28, 2008 http://www.msnbc.msn.com/id/23394383/ns/technology_and_science-space/t/nasa-mars-project-faces-technical-cost-issues/)
NASA's flagship mission to land a nuclear-powered, next-generation rover on Mars is facing development problems and ballooning costs that could threaten its scheduled launch next year. NASA Administrator Michael Griffin told a congressional hearing this month that engineers had to redesign the heat shield on the Mars Science Laboratory after tests showed the protective layer would not survive entry through the Martian atmosphere. The extra work is expected to add $20 million to $30 million to the $1.8 billion price tag, already $165 million over budget. NASA is still aiming for a 2009 launch, but the space agency is also mulling alternative voyages in 2010 and 2011, Griffin told the House Science and Technology Committee on Feb. 13. "Things have gone along more slowly than we would like," Griffin said. Any delay of the Mars Science Lab would deal a major setback to NASA, which already had to push back a mission to send an atmospheric probe to the Red Planet because of an undisclosed conflict of interest in the purchasing process. The Mars Science Lab will be the most advanced and expensive unmanned probe ever sent to the Martian surface. The 9-foot-long mobile robot is larger and can travel farther than the twin rovers Spirit and Opportunity, that are still alive four years after parachuting to opposite ends of Mars. Both rovers have uncovered geologic evidence of ancient water on the planet. The goal of the Mars Science Lab is to determine whether the environment could once have been favorable for microbial life using sophisticated instruments to measure for the presence of life's chemical building blocks and beam the discoveries back to Earth. Science gleaned by the Mars Science Lab is also expected to help prepare NASA for its long-term plans to fly humans to Mars after a return to the moon. Engineers initially wanted to use a heat shield like the type on the space shuttle's external fuel tank, but extensive testing last spring proved it would break. NASA switched to a stronger cover similar to the one that cocooned the Stardust probe, which returned to Earth in 2006 with comet dust. Because Stardust re-entered Earth's atmosphere at twice the speed expected for Mars Science Lab, engineers feel confident the new shield will hold, said NASA spokesman Dwayne Brown. Griffin said development hurdles are to be expected in such a complex project and he didn't consider the problems to be out of the ordinary. Some members of the Mars science community expressed concerns about the mission's progress. Brown University geologist John Mustard said that if the launch date slips, the costs will soar. "It kind of interrupts what has been an incredibly successful sequence of missions," said Mustard, who heads an advisory group that gives scientific input on future Mars projects. It's not the first time the Mars Science Lab has run into problems. The project is managed by NASA's Jet Propulsion Laboratory in Pasadena. To control costs, NASA last year cut a camera from the mission and halted work on a laser chemistry tool. As a result, San Diego-based contractor Malin Space Science Systems agreed to develop the camera at its own expense and the project received outside funds to continue work on the laser instrument. U.S. Rep. Mark Udall, D-Colo., said in a statement he would not question NASA's decision to delay the launch if needed. However, Udall, who is on the House committee, added: "I want to be confident that NASA is doing all that it can to carry out the ... development efficiently and effectively." Some space policy analysts contend that if the Mars Science Lab's budget spirals out of control, it could raise questions about the cost-effectiveness of robotic exploration. "The repercussions are more pronounced for the future of the space program," said Howard McCurdy, an American University public policy professor. "Are robots really that much more superior to human beings for going to the planets? Or are robots harder than we thought to manage?"

A trip to Mars could cost as much as $450 billion 

The Register, 07 (“NASA reveals manned Mars mission plans,” The Register UK, Nov. 29, 2007, http://www.theregister.co.uk/2007/11/29/nasa_mars/)
According to the plans, the spacecraft will be built in orbit, being far too large to ever be lifted from the bottom of Earth's gravity well by rocket. The Martian living quarters, which would be nuclear-powered, will be sent to the red planet two years ahead of the manned mission itself, along with all the cargo. Given the right start date, the trip to Mars takes roughly six months. Life support on the craft would be a so-called closed loop system, with air and water having to be recycled, and NASA says it expects the astronauts will grow fresh food en route, taking advantage of the sun's diminishing rays as they travel. Once there, the team would set up camp and stay for around 16 months before heading home again. Estimates of the cost of sending people to the red planet vary hugely, ranging from $20bn to $450bn. Other stumbling blocks include what to do if the mission should run into difficulties. Resupply wouldn't be much of an option, and an early return to Earth is unfeasible. (The two planets are positioned for a direct mission roughly once every two years. A craft could fly back in between times, but the journey would be so much longer as to negate the early start.)

Propulsion to Mars would not be affordable – SEP launch systems would use the annual world production of xenon for one launch

Space Review, 06 (“The challenges of manned Mars exploration,” Apr. 17, 2006, The Space Review – essays and commentary about the final frontier, http://www.thespacereview.com/article/602/1)

Woodcock describes a hypothetical SEP system for orbit-raising of heavy loads. This reference utilizes a payload of 50 mT driven by a 500 kW solar electric propulsion system with a specific impulse of 2000 sec. The trip time (up) is 240 days and (down) is 60 days. The required amount of xenon (Xe) propellant per transfer is 41.2 mT. According to estimates on the Internet, world production of Xe is presently 10 x 106 liters/yr = 53 mT/yr. Thus, one transfer would require approximately the present annual world production of Xe. Furthermore, Xe presently costs about $10/liter so the cost of Xe for one orbit transfer could be $100M. While it may be possible to increase world production significantly, recent articles on anesthesiology suggest difficulties. The viability of the SEP tug concept depends critically on use of a hypothetical high-efficiency lightweight solar array that is likely to be difficult to develop, and lightweight propulsion components. Furthermore, it seems unlikely that the required amount of xenon propellant could be obtained, and if obtainable, whether the cost would be affordable. Radiation would gradually diminish the efficiency of the solar arrays with each passage through the radiation belts. The total cost of the system includes the SEP tug, the mission operations involved, and the fast transit vehicle to take the crew up to HEO for rendezvous with the Trans-Habitat Vehicle. Because of the long time required for transfer, several of these “tugs” might be needed. At this point, it seems unlikely that such a scheme would be viable, but prior to the recent ESAS Report, JSC has argued for SEP orbit-raising as a likely mode for transfers from LEO in Mars missions. At this point, it appears that SEP for orbit-raising has been discarded by ESAS—and that is to their credit.

Mars mission would be astronomical in cost

Edwards 1 – director of tax policy studies at Cato and editor of www.DownsizingGovernment.org (Chris, “Downsizing the Federal Government”, http://www.cato.org/downsizing-government/Downsizing-the-Federal-Government.pdf) WSX

The rest of NASA ought to be terminated or privatized as well. Unfortunately, NASA funding is sustained by politics. As President Bush was beginning his reelection effort in 2004, the White House cast about for an uplifting initiative. They came up with a nutty scheme to send a manned space mission to Mars called ‘‘Vision for Space Exploration.’’ The public has not asked for a Mars mission, NASA would probably bungle it, and the costs of such a mission would be astronomical over the next couple of decades—just as the costs of programs for the elderly are exploding. Unfortunately, politics won the day because House Majority Leader Tom Delay (RTX) pushed the funding through Congress because his district— home of the Johnson Space Center—would be a big winner.47 

mars/heavy launch vehicles
Cost of HLV restricts exploration of Mars

Foust 11 – editor and publisher of The Space Review   (Jeff, May 23, “The Transorbital Railroad to Mars”, http://www.thespacereview.com/article/1850/1 ) WSX

At the same time, efforts to move ahead with human exploration of Mars—widely regarded as the long-term goal for human spaceflight—have been stymied in part by the perceived need to develop a heavy-lift launch vehicle similar in capacity to the Saturn V to carry out such missions. The high cost and long development time of such a vehicle, along with the need to develop various other components such as landers and habitat modules, have deferred those plans for decades. Now, though, one leading space advocate believes he has a solution to both problems that could enable low-cost space access and near-term human missions to Mars. 

moon/mars mission

Return to moon and mars would cost a lot

Clements 9 – lecturer in astrophysics at Imperial College London (David, November, “Human Spaceflight: Science or Spectacle?”, Physics World Archive) WSX

Scientific space missions and human spaceflight take place on very different scales. Apollo is estimated to have cost about $25bn at 1969 prices, equivalent to $145bn at today’s prices. The plan to return astronauts to the Moon is currently estimated to cost $97bn, though there are likely to be over-runs beyond this, and a crewed mission to Mars is expected to cost several times more. The cost of Apollo alone is comparable to the combined cost of all robotic space missions since we left the Moon. If science were the primary goal of these successors to Apollo, then it could be done cheaper, better and faster without a human crew.

moon mining


It would cost billions just to transport

Lasker, 06 – Journalist [John, 12/15/06, “Race to the Moon for Nuclear Fuel” http://www.wired.com/science/space/news/2006/12/72276 ] WSX 

However, there are those who doubt helium-3 could become the next super fuel.
Jim Benson, founder of space contractor SpaceDev, which helped build SpaceShipOne's engine and is a subcontractor of the Missile Defense Agency, said mining the moon for helium-3 doesn't pass the "net energy analysis" test. It would require more energy to retrieve helium-3 and bring it back than it would yield.

Just, sending mining equipment to the moon, and then returning processed helium-3 back to earth, would cost billions in rocket fuel, said Benson.

"We just don't have a need for helium-3," he said. "It's not practical."
No economic rationale for helium-3

Handberg, 10 - Professor and Chair of the Department of Political Science at the University of Central Florida [Rodger Handberg, 3/1/10, The Space Review: “Reality bites: the future of the American human spaceflight endeavor” http://www.thespacereview.com/article/1576/1] WSX

What justifies the large expenditures required to go to other celestial bodies for a private venture is the pursuit of profits or revenue. The Lewis and Clark expedition in the early 1800s was a government-funded expedition; once wealth was found and documented, private parties followed. Helium-3 gets cited as a justification for going to the Moon commercially but the fact is that helium-3 requires a commercially viable fusion reactor in order to have an economic rationale for going to the Moon. That reactor does not exist presently and is under development with an experimental design, ITER, expected to be operational by 2018, although even that will not demonstrate the viability of helium-3 fusion, only that using isotopes of hydrogen. If eventually successful, then a sufficient commercial justification could be said to exist for returning to the Moon on some accelerated schedule. Lacking such an economic justification, governments in some combination are the most likely arrangement for reaching the Moon.

Helium-3 mining is long term and costly

Gerlach, 05 – founder and CEO of Gerlach Space Systems LLC [Charles Gerlach, 5/19-5/22/05, International Space Development Conference: “Profitably Exploiting Near Earth Object Resources,” http://abundantplanet.org/files/Space-Ast-Profitably-Exploiting-NEO-Gerlach-2005.pdf] WSX

Space resource utilization has been widely discussed and studied, but little real development has been undertaken. Most proposals are built upon hugely expensive longterm venture to produce products that have only hypothetical future markets (e.g., helium-3 mining on the Moon, return of volatiles to Earth orbit for fueling of spacecraft, orbital assembly of space solar power satellites). Few efforts have been undertaken to develop prototype equipment for near-term missions. One notable exception in the space resources arena was the effort by SpaceDev to fly NEAP.

No market exists and development of fusion reactor requires massive capital investment

Gerlach, 05 – founder and CEO of Gerlach Space Systems LLC [Charles Gerlach, 5/19-5/22/05, International Space Development Conference: “Profitably Exploiting Near Earth Object Resources,” http://abundantplanet.org/files/Space-Ast-Profitably-Exploiting-NEO-Gerlach-2005.pdf] WSX

When exploring the potential commercial viability of various space resources opportunities, the ideal candidates are those where an actual market exists today for the product. Obviously, to make money a product and a market are required. Markets are based on need. There is no market if no one wants to buy the product. Would-be space entrepreneurs have identified many products over the years, but most of the markets are non-existent, hypothetical or government dependent. No independent commercial demand exists today for space habitats and astrocrete or orbital water, oxygen, and metals or helium-3 on Earth except to supply government-sponsored activities.

This requirement for existing markets is the reason space tourism is attracting so much attention in general discussions of commercial space development. Several market studies32 suggest that there is a readily identifiable group of customers who are willing to spend a specific amount of money today for the opportunity to travel into space. Most space resources development schemes, such as proposals to mine lunar helium-3 and return it to Earth for use in fusion power plants,33 are dependent not only on investment in the infrastructure to mine and return lunar helium-3 but also on the massive investment in time and capital required to actually build a working helium-3 fusion reactor (if that is possible at all in the foreseeable future).
seti

SETI is viewed as an earmark – 08 appropriations bill debate

Lambro 7 – chief political correspondent of The Washington Times, nationally syndicated columnist (Donald, November 12, The Washington Times: “Hog-Tied Spending Bills” LexisNexis) WSX

Despite the Democrats' pledge to get control of their addiction to wasteful spending, their mountain of pork-barrel provisions has prevented Congress from passing its appropriations bills for fiscal 2008.

Exhibit A is a Labor, Health and Human Services and Education bill taken up by the Senate last week that was filled to the brim with pork (also known as earmarks). This "minibus" bill was engineered by Democrats attempting to draw just enough votes to make it veto-proof.

Last week, Republican Sen. Jim DeMint, South Carolina Republican, one of the stellar anti-pork warriors in Congress, said this about the bill: "The Democrats have made a joke of the ethics bill as they packed this 'minibus' with thousands of pet projects. They have shown their [so-called anti-pork] rules to be laughable and ineffective, as they continue to spend millions on secret earmarks and hide their pork from public scrutiny."

All told, this spending package included at least 2,200 earmarks worth more than $1 billion. Among them, a $1 million earmark for the Thomas Daschle Center for Public Service and Representative Democracy at South Dakota State University, named for the former Senate Democratic leader.

Democrats often go to great lengths to disguise what their earmarks are actually for, making their intentions sound far more important than they are. A $300,000 item that House Speaker Nancy Pelosi, California Democrat, inserted into the Labor-Health and Human Services-Education spending bill for a museum called Exploratorium, which promotes "teacher recruitment, retention, and improvement initiative" (http://www.exploratorium.edu/).

But the Exploratorium's Web site describes the museum as "a collage of hundreds of interactive exhibits in the areas of science, art, and human perception" Its mission is "to create a culture of learning through innovative environments, programs and tools that help people nurture their curiosity about the world around them."

Mrs. Pelosi's pet project has been given more than $33 million in federal-funding earmarks and grants over the last six years. "Should federal taxpayers be subsidizing a wealthy city's museum during a time of deficit spending?" asked the Senate Republican Conference's Pork Report?

In addition to bogus descriptions of what your tax dollars pay for, lawmakers are fond of sticking their earmarked projects into bills that have nothing to do with the bill's purposes. Here's a sampling of the kind of pork found in the Defense Appropriations Act that was uncovered by Citizens Against Government Waste:

* $23 million for the National Drug Intelligence Center (NDIC) added by Rep. Jack Murtha, Pennsylvania Democrat. It has received more than half a billion dollars since 1992, but the Justice Department, which administers the program, wants to shut it down, calling its work "duplicative."

* $4.8 million for the Jamaica Bay Unit of Gateway National Recreation Area sought by Rep. Anthony Weiner, New York Democrat, described as "a wealth of history, nature and recreation."

* $3 million for "The First Tee," added by House Democratic Whip James Clyburn of South Carolina. The program's Web site says its mission is to "promote character development and life-enhancing values through the game of golf."

* $1.6 million for the Allen Telescope Array, inserted by Rep. Anna Eshoo, California Democrat, whose work is "dedicated to astronomical and simultaneous search for extraterrestrial intelligence observations."

So far the Democrats' fiscal 2008 appropriations bills would dish out a total of $24.7 billion for more than 12,000 earmarked expenditures like these.

"Democrats can't let go of their pork and keep inventing new ways to stop new earmark disclosure rules and bypass the old ones," Mr. DeMint said last week. "These shameful backroom deals are exactly why Congress continues to earn its lowest approval rating in history," he said. When will it stop?

When the voters decide they have had enough. 

SETI seen as pork

The Washington Times 7 (THE WASHINGTON TIMES, March 10, ““Oink, oink””, lexis) WSX

*Note: CAGW = Citizens Against Government Waste

Due to the moratorium, at least for this year, CAGW could triumphantly announce that "[t]here are no indoor rain forests, National Peanut Festivals, mariachi music grants or teapot museums to be found." Still, too much earmarking found its way into the defense and homeland-security bills. As Arizona Sen. John McCain, a renowned pork-buster, explains: "It's the old Willie Sutton syndrome they go to the defense appropriations bill because that's where the money is." Particularly egregious pork stuffed into the defense and homeland-security bills included: $1.65 million to improve the shelf life of vegetables; $1 million for a California telescope to search for extraterrestrial intelligence; and millions more in ostensibly anti-terror, port-security grants for Martha's Vineyard, six questionable ports in Arkansas and numerous other low-risk, undeserving harbors around the country. On the other hand, we seriously question the inclusion of the F-22A Raptor air-superiority fighter, which will enable the Air Force to maintain dominance of the skies around the world well into the latter part of the first half of the 21st century.

SETI lost government funding for a reason – it’s too expensive and there are more important causes to spend money on 

ABC 5/17 (“Behind the News – Alien Search,” May 17, 2011, http://www.abc.net.au/btn/story/s3215332.htm)

Imagine these shells are planets orbiting around the sun, which is this big rock here which is actually a star. This is our solar system. But that's not where it ends. What about the rest of universe? There are actually more stars in the universe than there are individual grains of sand on all the beaches on planet earth. So to think all life is on just one of these grains and not on all of the others? It makes you think doesn't it? There are scientists who dedicate their time to researching this sort of stuff. And an organisation in the US called SETI, search for extraterrestrial intelligence, has been doing just that for around 50 years. They search outer space using these massive things called radio telescopes.  They don't actually see things like a normal telescope, so you won't get any photos of aliens! Instead, with a huge dish-shaped antenna, it listens for radio waves. Because radio waves occur naturally in the universe, the information goes into a computer to work out if the radio waves are the natural ones or if they're in a special pattern which could be communication from intelligent life. And just like a normal radio, they can convert the waves into sounds that we can hear. But this sort of equipment is very expensive to run and SETI relies on government funding and donations to keep its research going. And they've recently hit a black hole with funding! They're not getting enough money, so the search for extraterrestrial life is under threat. Some people think that's not such a bad thing. The world is still recovering from a financial downturn and there are many more important causes to spend money on. But others think searching the Universe is just as important as olden day explorers, who set out on ships to discover new lands. If no-one ever spent money on exploring, we wouldn't have gone anywhere and we might still believe the world is flat! We may never know for sure if there's other intelligent life out there. But one thing we do know is that scientists will keep asking big questions. In the meantime we're left wondering, what else is out there?

SETI has been defunded - 

LA Times, 5/7 (“SETI Institute's search for extraterrestrial life hits a budgetary black hole,” http://articles.latimes.com/2011/may/07/local/la-me-aliens-20110507)

Software engineer Colby Gutierrez-Kraybill sat alone in an observatory in this volcanic valley near Mt. Shasta, staring out a picture window at storm clouds gathering over the world's largest instrument to search for extraterrestrial intelligence. He had reason to look forlorn, surrounded by empty bookshelves, unmarked chalkboards and rows of tables where scientists from around the world once argued over the best direction to aim 42 radio telescopes designed to act as an enormous ear capable of scanning more than a million stars over 10 billion radio frequencies. In its history, Hat Creek Radio Observatory researchers never heard any sign of intelligent life in the universe. But that didn't stop them from trying. The budget crisis did. Last month, the project ran out of operational funds — victim to shrinking grants and the state's financial straits — and the telescopes were switched off and pointed at the ground, perhaps indefinitely. Gutierrez-Kraybill, a computer expert, now is part of a two-man skeleton crew tasked with protecting the 90-acre observatory from the elements and vandals. "It's a pretty sad situation," said Colby, who has lived at the facility, about 30 miles from the nearest community, since 2001. "If project officials cannot raise enough money by June 30 to keep the two of us on the payroll to take care of the equipment, structures and telescopes, they may have to dismantle everything and level this place. "With enough money, we could get the observatory up and running again in one day," he added, visibly brightened by the dream of a windfall. The nonprofit SETI Institute, the Bay Area organization that runs the Allen Telescope Array, is scrambling to keep the project alive. Proposals under consideration include helping the U.S. Air Force track space debris in return for operating funds, and a "citizen scientist" program that would enable people to link up with radio telescope receivers at a cost of about $5 per minute. Under that program, participants lucky enough to be online if and when a signal from some alien race came through would share credit for the greatest discovery in the history of mankind. "We are at an extraordinary juncture," Tom Pierson, the institute's chief executive officer, said in an interview. "We are focused on getting interim support, perhaps from a large donor. But there is a chance this could be the end of the Allen Telescope Array." The search has always been plagued by a "giggle factor," which made it an easy target for lawmakers searching for ways to reduce state and federal budgets. It was launched in 1984 by a handful of scientists who scrounged up funds for radio telescope receivers and computer equipment from wherever they could get them. In the early 1990s, NASA invested several million dollars in sophisticated monitoring equipment. The search was based on the premise that alien races, like us, would use microwave transmissions and we might be able to hear them. In 1993, Congress killed the funding. That could have spelled the end of the search, but large donors, including Hewlett-Packard executives and Paul Allen, co-founder of Microsoft, pulled out their checkbooks to keep it alive. SETI researchers for years relied on borrowed telescope time to scan thousands of stars for a signal that could have been produced only by someone else out there. All that changed in 2008, when the 42-telescope array was built here with a $30-million gift from Allen, for whom it is named. The array was intended to be a first step toward development of a full 350-dish array, which the institute predicted would catch a promising signal every few hours, and a serious candidate every six months. But the institute was unable to attract enough donations and grants to expand it. In mid-April, Pierson delivered the bad news to stakeholders, just as the array was being prepared to survey more than 50 recently discovered planets beyond our solar system that astronomers believe may be habitable. Facing National Science Foundation grants totaling less than a tenth of their levels five years ago, and with worsening California budget shortfalls, the project jointly operated by UC Berkeley and the institute had been placed in what Pierson described as "hibernation mode." The bottom line: It takes about $1.5 million a year to operate the array, and about $1 million a year to pay for SETI's researchers. "It's as if Columbus' armada of ships, having barely cleared Cadiz, had been called back," lamented Seth Shostak, an institute astronomer based in Mountain View. "When the project began, no one knew whether planets beyond our solar system were rare or plentiful. Now, we know there could be hundreds of billions of planets in our Milky Way galaxy alone." The project's loyal supporters include rancher Floyd Bidwell, 88, who runs 1,000 head on a nearby spread crisscrossed by streams teeming with rainbow trout. Sitting behind the wheel of his dusty pickup, Bidwell, who said his ancestors were among the first settlers in California, shook his head and said, "I don't appreciate them turning off those telescopes. "At first, folks around here were really shook up because they thought the place would attract the attention of other planets that might not be too happy about it," Bidwell said. "Some people talked about little green men kidnapping the ladies around here. "But over time, those scientists became the best neighbors we could have," he added. "There's so much we don't know about outer space."

solar sails

Solar sail development costs exceed $5 billion

Federation of American Scientists, 96 (“Planetary Defense System,” Dec. 11, 1996, http://www.fas.org/spp/military/docops/usaf/2025/v3c16/v3c16-3c.htm)
Solar collectors would use solar sails as a solar energy collector, focus light onto the surface of the ECO with a secondary mirror, and generate thrust on the ECO from the vaporization of the ECO. It is estimated that a solar collector of 1 kilometer in diameter could deflect ECOs up to 3.4 km if continuously operated for a year.110 Figure 3-9 summarizes the capabilities of solar collectors.111 Solar collectors suffer from similar problems as the solar sail system, though also require additional hardware. Manned assembly and operation also would likely be required. Costs for development of the system are estimated to exceed $5 billion.
Solar sails not affordable – no launch vehicle and no reliability

Friedman, 03 – Executive Director of the Planetary Society (Louis, February 26, SpaceDaily: “Solar Sail Launch Awaits Clearing of Volna Rocket” http://www.spacedaily.com/news/rocketscience-03f.html) WSX

If the ground tests and verification of payload separation go well at Makeev, and all spacecraft tests go well, we will launch about two months after the final assembly. This means July at the earliest, but possibly not until September.

Delays are disappointing and they cost us extra money. The failures connected with the launch have also made us more sensitive to other possible failures in getting the spacecraft into orbit and operating successfully.

We are making some additions to our flight plan to increase reliability, and these too cost us money. This is typical in aerospace work, but it is hard on a space-interest group working with private funds.

Amid the trees, we must not lose sight of the forest. The launch vehicle problem is completely unrelated to our solar sail spacecraft.

Solar sailing has not advanced since the mid 1970s because no one has been able to procure an affordable launch vehicle and build a working spacecraft. We still have the best hope of ANYONE to fly the first solar sail mission. 

Budget constraints ensure new support for solar sails trades off with other priorities 

Gilster 09 (Paul, Columnist @ Centauri Dreams - News Forums of the Tau Zero Foundation, April 7, "Getting Nanosail-D Into Space," http://webcache.googleusercontent.com/search?q=cache:-bBS_S_ny7QJ:www.centauri-dreams.org/%3Fp%3D7131+NASA+solar-sail+nanosail-d+funding&cd=10&hl=en&ct=clnk&gl=us&source=www.google.com
Ponder where we are today. Budget constraints have put an end to NASA’s solar sail work just at the point when we were closing on the vital next step, the deployment and operation of a test sail in space. Now we have a basic sail that can be augmented and enhanced to fly that mission, a potential spacecraft that sits in storage. Surely the lessons learned from building the Cosmos 1 sail can be applied in modifying NanoSail-D to gather data about controlling a solar sail in the environment it was designed for.

at: we reduce launch costs

Solar sails aren’t effective at reducing launch costs – depends on vehicle size and percentage of mission cost

Macdonald and McInnes 11 – Associate Director of the Advanced Space Concepts Laboratory at the University of Strathclyde (Malcolm and Colin, March 10, “Solar sail science mission applications and advancement”, ScienceDirect) WSX 

Solar sailing is, due to the lack of propellant mass, often noted as reducing the launch mass of an equivalent chemical or SEP concept, which is in-turn noted as reducing launch and mission cost. However, while it is accurate that the launch mass is typically reduced this does not directly result in a reduced launch vehicle cost as the reduction may not be sufficient to allow the use of a less capable, and hence lower cost, launch vehicle. As such the launch cost is only reduced if the reduced launch mass allows a smaller launch vehicle to be used, meaning that launch cost varies as a step function while launch mass linearly increases. Finally, it should be noted that if the total mission cost is high, say, 500+ M€ then reducing the launch mass cost by 10–20 M€ is a cost saving of order 2–4%, which may not be considered a good cost/risk ratio for the project and indeed, the cost saving may be insufficient to pay for the additional development of the technology. Thus for the reduction in launch mass to be an enabling, or significantly enhancing aspect of a solar sail mission concept the cost saving must also be a significant percentage of the total mission cost. 

sps

Satellites currently cost over 1 trillion to build – Japan proves

Cyranoski, Staff writer earth science and materials, 09 (David, “Japan sets sights on solar power from space,” Nature News, Nov. 25, 2011)

Japan has been investigating solar-power satellites since the 1980s. In 1983 and again in 1993, Matsumoto, working with Kobe University's Nobuyuki Kaya, launched rockets into the ionosphere to investigate what happens to microwaves as they travel through space (H. Matsumoto Radio Sci. Bull. 273, 11–35; 1995). In March this year, a group from Kyoto University became the first to use microwaves to send power from the air to the ground when they charged a mobile phone with microwaves transmitted from a blimp-like airship hovering some 30 metres above the ground. Current scale-up plans call for a series of tests, each with an increasingly larger capacity for power transmission. First, Japan aims to demonstrate ground-based transmission in the kilowatt range, then space-based kilowatt transmission using Japan's Kibo module on the International Space Station or small satellites. By 2020, researchers hope to have a prototype satellite that can transmit in the range of hundreds of kilowatts, and by 2030 a satellite that can transmit a gigawatt. As currently envisioned, the system to launch in 2030 would be a 2-kilometre-wide array of solar cells with an array of 1 billion transmitting antennas — each measuring 5–10 centimetres across — on the side facing Earth. The goal is to make satellites for under ¥1 trillion (US$11 billion) each; it currently costs 100 times that. "It's exciting, but there are many problems to overcome," says Naoki Shinohara of Kyoto University. For one thing, transmission efficiency must rise to 75%, he says; the airship experiment achieved just 40% efficiency, although the technology it uses differs from what a satellite would use. Rocket launches will also need to be cut to a hundredth of their current cost; options such as reusable rockets are being considered, according to Susumu Sasaki of the Japan Aerospace Exploration Agency (JAXA). At this month's meeting, Tokyo University's Kimiya Komurasaki discussed how a remote microwave source could power rockets. That would reduce the amount of propellant they need to carry and, in theory, mean that rockets used to build a solar-power satellite could carry more antennas and solar cells. Matsumoto estimates that it will take ¥2 billion to ¥3 billion to demonstrate solar-power satellite technology on the ground, and ¥10 billion to ¥50 billion to demonstrate it in orbit. 

Spending cuts are the most important aspect of the deficit reduction – failure to reduce spending would destroy the economy

Politico, 6/15 (“Bernanke: Don't tie debt limit to spending cuts,” Jun. 15, 2011, Politico, http://www.politico.com/news/stories/0611/57009.html)

Meanwhile, in an op-ed published in Wednesday’s Baltimore Sun, Senate Minority Leader Mitch McConnell (R-Ky.) stressed that Republicans must use the debt ceiling vote to get spending cuts. “The key to success, in my view, is for everyone involved to view the debt limit vote as an opportunity — an opportunity to reduce Washington spending now and to save taxpayers trillions of dollars over the long term,” he said. “It is also an opportunity to prevent the fiscal crisis that we all see coming, a crisis that would devastate jobs, trigger a massive foreclosure crisis and delay the economic recovery even more.” Democrats, McConnell said, “need to realize very soon that this is no mere academic or ideological debate” and that the “failure to rein in our nation’s debt would have painful and far-reaching consequences for every single American.” Ultimately, he said, those threats are greater than those posed by a failure to raise the debt ceiling. “This is why I have insisted that failing to make tough choices now poses a far greater threat to our nation’s long-term prosperity than failing to raise the debt limit.”

It would cost $60 billion now

Coopersmith, 09 – Historian of Technology [Jonathan Coopersmith, 9/28/09, The Space Review: “An Electrifying Conference?” http://www.thespacereview.com/article/1475/1] WSX

The sessions confirmed that the last decades have produced impressive technological advances in every area except launch costs. Launch costs could doom SBSP to remaining only on paper. At current costs of $10,000 a pound, placing the 3,000 tons needed for a one-gigawatt station into GEO would cost $60 billion, three times NASA’s current annual budget. At $1,000 a pound, launching would demand $6 billion, the cost of a new nuclear plant. At $100 a pound, $600 million would be needed, a large but not implausible amount.
The plan would cost $80 billion now – even in 10-15 years it will still cost $5-10 billion

Foust, 10 – Editor and Publisher of the Space Review [Jeff Foust, 11/8/10, The Space Review: “Space Solar Power’s India Connection,” http://www.thespacereview.com/article/1721/1] WSX

“The bottom line was, to get that monolithic system required a single, stupendously large project, analogous to a super-Apollo project,” he said at the SSI conference. The first working prototype of such a system would take 20 years to develop, as envisioned at the time, at a cost of $80 billion or more.

Advances in technology, though, have rendered those original concepts not just unaffordable but also obsolete. “Imagine if one were to build a supercomputer, with today’s capacity, using the technologies and the components that were available in 1970,” Mankins said. Similarly, he said, it was possible to develop SBSP systems without the need for the mega-projects proposed in the 1970s.

How much smaller? Mankins said the International Academy of Astronautics (IAA) is completing a study on SBSP, due out next spring. That study is looking at three SBSP concepts with the idea of not transmitting power to a single fixed point on the Earth, as was planned in the original 1970s concepts, but instead be able to transmit to any number of locations “in order to satisfy optimum market conditions.”

The finding of the study group—still undergoing peer review, Mankins said—is that with a new technology roadmap a pilot SBSP system could be relatively affordable. “Within 10 to 15 years, a pilot plant, delivering megawatts of power, could in fact be realizable within a finite amount of budget,” he said, with “finite” meaning $5–10 billion. “It’s not trivial—it’s a big effort—but it’s not an impossible amount of money.”

SPS would cost billions

Morring, 08 – Aviation Week's Senior Space Editor [9/15/08, Frank Morring, Aerospace Daily and Defense Report, “Low-cost Transmission Test Boosts Space Solar Power,” LexisNexis] WSX

What we accomplished in this is essentially to build a solar-powered phased array power transmission system with active phase control in four months with less than $1 million,» Manikins said at a Washington press conference announcing results of the test, which took place in May.

The system, which had a capacity of 200 Watts, actually transmitted about 20 Watts, and the most distant receiver in the test collected «fractions of microwatts» because of the scaled-down linear design of what would be a circular array in space. A helicopter also flew through the beam to collect cross-section data on its strength.

The demonstration comes at a time when both presidential candidates are promising to push alternative energy sources for economic and climate reasons. While Mankins stressed that SSP never could be the sole solution to Earth’s energy needs, its low carbon footprint and potential profitability make it a prime candidate for a «portfolio» of non-fossil energy sources in the future.

“What needs to happen next, over the next couple of years and probably for less than $100 million or so, is to do a legitimate end-to-end systems study, and to start validating a number of the key technologies for space-based solar power,” said Mankins, who is president of the Space Power Association and chief operating officer of Managed Energy Technologies LLC.

With that groundwork, Mankins said, «within six or seven years we think that economically viable architectures can be well defined and designs matured, and we can get to major flight test of space-based solar power in low-Earth orbit.»

Within 10 years, he said, a «legitimate pilot plant» in geostationary orbit and the launch capabilities needed to orbit its constellation of modular collectors can be built and validated at a cost of about $10 billion. Operational systems can be in place in 15 years, he said.

technology

Tech department would require new appropriations
Morring, 11 - Aviation Week's Senior Space Editor [Frank Morring, 2/15/11, Aerospace Daily and Defense Reports: “$18.7 Billion NASA Request Sets Up Capitol Hill Showdown” LexisNexis] WSX

Tech office

The technology office was set up last year, but has accomplished little actual research and development because Congress has not appropriated funds for it. The new request comes as budget hawks in the new Republican-controlled House make their voices heard in debate on a continuing resolution to fund the government for the rest of fiscal 2011. As a result, NASA acknowledges that out-year figures after 2012 are only «notional.»

In the constrained spending environment, the agency has maintained a flat funding line that falls below last year’s out-year projections in many instances. For example, Earth science missions in development that had been accelerated are slowed, while the Landsat Data Continuity Mission, Global Precipitation Mission and the replacement Orbiting Carbon Observatory are kept on schedule under an overall $1.797 billion request.

transorbital railroad

Transorbital will cost taxpayers money

Foust 11 – editor and publisher of The Space Review   (Jeff, May 23, “The Transorbital Railroad to Mars”, http://www.thespacereview.com/article/1850/1 ) WSX

In Zubrin’s example of the Falcon Heavy, his proposed $1.2-billion annual budget would allow the launch of 15 vehicles, with a total capacity of 795 metric tons. The cost to customers for that capacity would be just under $40 million, or somewhat less than the going price of a single Falcon 9 that can place a little over 10 metric tons into LEO.

Those low “user fees” for accessing his transorbital railroad pay only a tiny fraction of the real launch costs, he acknowledged. However, he believes that those launch costs will enable a whole new range of commercial space applications that would otherwise not be possible at current launch prices. “All kinds of space ventures become possible,” he said. “They may succeed or they may fail, but launch cost is not going to be the problem.”

The cost to the federal government for the program could be offset by an increase to the Gross Domestic Product (GDP) of $7.2 billion a year, assuming a ratio of $1 in increased tax revenue per $6 increase in GDP. “It’s very reasonable to argue that the tax revenues would pay for the railroad program many times over,” he said. The required GDP increase “is a very modest estimate given the kinds of things you would be unleashing here.” 

Even the most efficient launch vehicle would cost 1.2 billion/year

Breakstone 11 (Allan, May 29, “Zubrin's Proposal to Fund "Pathway to the Stars" Fueling the "transorbital railroad”, http://www.spacefuture.com/journal/journal.cgi?art=2011.05.29.zubrins_proposal_to_fund) WSX

Under Zubrin’s proposal, the US government would subsidize a new space transportation system through a NASA budget item of approximately US$1.2 billion/year.

This proposed budget would pay for as many launches as possible of the most cost-effective launch vehicle available. Zubrin favors the SpaceX Falcon Heavy, scheduled for first launch in 2013, with 15 launches per year possible. 

vasimir rocket

Vasimir rocket costs billions

Day 9 – senior program officer with the Aeronautics and Space Engineering Board at the National Research Council  (Dwayne, December 21, “Space fetishism: space activism’s obsession with technological and ideological saviors”, http://www.thespacereview.com/article/1534/1) WSX

Similarly, many of these technologies will require so much time, effort and money to develop that it is hard to see any connection to near-term needs. Does anybody really think that space elevators can be built in the next half century? Is the VASIMIR rocket really something that could be developed—assuming that it would actually work—without the expenditure of many billions of dollars? The advocates in some ways have to oversell the benefits of such long-term technologies in order to hide the reality that these are remote solutions. Only with hyperbole can they attract attention. Maybe if people think that the payoff is great, they’ll be willing to work on it for decades.
***AFF ANSWERS***
debt ceiling freeze now

No deficit reductions or debt ceiling deal now

The Daily Telegraph, 6/22 (“US debt at risk of downgrade, say leading rating agencies,” Jun 22, 2011, The Daily Telegraph (London), lexis)

US politicians are risking a downgrade to America's credit rating unless they reach an agreement to raise the country's legal borrowing limit, two of the world's biggest rating agencies have warned. The outlook for America's government debt - the most widely held by investors and historically one of the world's safest investments - would be cut to negative from stable should Congress fail to deliver an agreement before the August 2 deadline, according to Andrew Colquhoun, head of Asia-Pacific sovereign ratings at Fitch. Republicans and Democrats are locked in negotiations in Washington over how to raise the $14 trillion limit, which is legally required for the US to keep borrowing. With the deficit set to be a key issue in next year's presidential election, there are fears that neither party will give up the ground necessary to reach a compromise until the last minute. The Republicans are seeking significant spending cuts as a condition of any agreement, while the Democrats are keen to delay fiscal retrenchment until the economy is stronger. The warning from Fitch was echoed by Moritz Kraemer, the head of sovereign ratings for Europe at Standard & Poor's. "The problem is this flexibility needs to be employed and for that you need political consensus," Mr Kraemer told a conference in London yesterday. "That's not very visible right now." In April, S&P became the first of the world's three largest rating agencies to cut the outlook on US government debt to negative because of the fear of a political gridlock in the US capital. With the election little more than a year away, few expect that situation to markedly improve. However, Mr Colquhoun of Fitch said that he does expect an agreement on lifting the debt ceiling to be reached and that a technical default would be avoided. The US is expected to post a budget deficit of 10.8pc this year, according to the IMF. $14trillion The US's legal borrowing limit, which Republicans and Democrats are in talks about raising

spending now

Obama supports new space development and funding now

Waterhouse 6/6 (6/6/11, Mike Waterhouse, Newsnet5.com, “President Obama talks with Leon Bibb about economy, jobs, NASA,” http://www.newsnet5.com/dpp/news/political/president-obama-talks-with-leon-bibb-about-about-economy-jobs-nasa)

NASA GLENN RESEARCH CENTER Despite concerns that the future of the NASA Glenn Research Center in Cleveland may be in jeopardy with the ending of the space shuttle program, the president said the center’s purpose fits with the next generation of America’s space program. “Even though the space shuttle is phasing out, what’s that next big leap? That’s exactly part of our plan to make sure we’re researching new fuel, new mechanisms to allow for long-term space flight. There’s some additional technological leaps that we have to make. We’re using the same technologies we were using back in the 60s, in some cases,” Obama said. He said the Glenn Research Center will be a critical part of the future of the space program. 

Spending on wars in Afghanistan and Iraq outweigh any new spending

Dwyer 6/22 (6/22/11, Devin Dwyer, ABC News, “Afghanistan War Costs Loom Large Over Obama Troops Announcement,” http://abcnews.go.com/Politics/afghanistan-war-costs-soar-obama-troops-announcement/story?id=13902853)

President Obama's planned drawdown of U.S. troops in Afghanistan next month fulfills a promise he made more than a year ago, but also underscores the overwhelming costs of America's longest war. While the United States grapples with debt and deficit crises, taxpayers are expected to spend more than $118 billion this year in Afghanistan for military operations, base security, reconstruction, foreign aid, embassy costs and veterans' health care. That's more than double the amount the Department of Homeland Security spends per year to secure the nation's borders, screen air travelers and help Americans recover from natural disasters, among other services. Afghanistan war spending is roughly six times the annual budget of NASA. All told, the war that began in October 2001 has cost taxpayers more than an estimated $443 billion, according to the Congressional Research Service, and the lives of more than 1,523 U.S. military service members. Polls show the U.S. public has become increasingly war weary, leading members of both parties -- including some Republican candidates for president -- to pressure Obama to expedite his Afghanistan plan and reprioritize the war funds. The pace of U.S. withdrawal proposed by Obama "sounds a little slow and a little cautious, when you look at one out of every six Defense Department dollars going in support of what we're doing in Afghanistan," former Utah governor and GOP presidential candidate Jon Huntsman said today on "GMA." "Nine years and 50 days into this conflict, the money that has been spent on both conflicts, well over $1 trillion, I think we have to say, 'What have we accomplished in Afghanistan?'" he said. Huntsman is not alone. While 57 percent of Americans in the latest ABC News poll say the war has contributed to long-term national security, far fewer, 25 percent, say it has contributed "a great deal," which is the kind of payback many want to see, given the war's steep price tag. The Pentagon says all of its war-related costs since Sept. 11, 2001, including in Iraq, have topped $1 trillion. Add diplomatic expenses and care for veterans and total government spending reaches an estimated $1.3 trillion. In a Senate speech Tuesday, freshman Democrat Joe Manchin of West Virginia said it was time to "rebuild America, not Afghanistan," and that Obama should pursue significant troop reduction immediately. Earlier in the week, members of the U.S. Conference of Mayors also urged Congress to end both the Afghan and Iraq wars and invest the money instead on jobs at home. Still, while Obama is expected to announce a reduction of 5,000 to 10,000 troops from Afghanistan by the end of the year, and as many as 30,000 "surge" troops next year, the shift won't dramatically reduce the burden of war on America's budget, statistics show. The Pentagon estimates show that taxpayers could save $30 billion in the first year of a drawdown. But the nonpartisan Congressional Budget Office projects war costs in both Iraq and Afghanistan in the next decade could still top $496 billion, even if troop levels fall to 45,000 from 99,000 by 2015.

nasa spending now

Obama is actually boosting NASA funding

Chang 10 – science reporter for The New York Times (Kenneth, February 1, “Obama Calls for End to NASA’s Moon Program”, http://www.nytimes.com/2010/02/02/science/02nasa.html) WSX

In place of the Moon mission, Mr. Obama’s vision offers, at least initially, nothing in terms of human exploration of the solar system. What the administration calls a “bold new initiative” does not spell out a next destination or timetable for getting there.

In the meantime, instead of using the Constellation’s Ares I rocket and Orion crew capsule to ferry astronauts to the International Space Station, $6 billion would instead go to financing space taxi services from commercial companies.

Under the proposal, NASA’s budget would rise to $19 billion in the 2011 fiscal year from $18.7 billion. It would also get additional increases in subsequent years, reaching $21 billion in 2015. In total, NASA would receive $100 billion over the next five years.

Whether Congress agrees to the restructuring of NASA remains to be seen. As reports of the impending cancellation of Constellation leaked out last week, members of Congress, particularly in Alabama, Florida and Texas, the homes of the NASA centers most involved with Constellation, expressed concern.

“If early reports for what the White House wants to do with NASA are correct, then the president’s green-eyeshade-wearing advisers are dead wrong,” Senator Bill Nelson of Florida said in a statement last week.

Congress may also balk at the price tag. After spending $9 billion over the past four years on Constellation, canceling the contracts with Boeing, Lockheed Martin, Alliant Techsystems and other companies will cost an additional $2.5 billion, Dr. Logsdon said NASA officials had told him.

If implemented, the NASA a few years from now would be fundamentally different from NASA today. The space agency would no longer operate its own spacecraft, but essentially buy tickets for its astronauts. 

No fiscal restraint in NASA – cutting program results in net increase in budget

Thompson 10 – senior editor at The Atlantic(Derek, February 1, “Why Obama is Smart to Cut the NASA Moon Plan”, http://www.theatlantic.com/business/archive/2010/02/why-obama-is-smart-to-cut-the-nasa-moon-plan/35109/) WSX

Where I feel sympathy for the space program is not the space part, but the program. Florida's Sen. Bil Nelson told reporters ""I, for one, intend to stand up and fight for NASA, and for the thousands of people who stand to lose their jobs." Job loss is a real concern, but one fact that will be obscured by the noise over our lunar drawback is that total NASA spending will actually go up in Obama's budget by $1 billion. Other agencies that fall under discretionary spending will not be so lucky because of the announced freeze to demonstrate the administration's seriousness about fiscal restraint.

Nelson's plea reveals the political impossibility of meaningful spending cuts. If it is unacceptable to increase a department's budget by one billion dollars while cutting one of its programs whose advocates admit is "not for practicality," then what part of fiscal restraint will be acceptable? 

No fiscal prudence – Obama’s NASA budget includes earmarks and wasteful spending

Olsen 11 - represents Texas’s 22nd Congressional District (Pete, March 18, “Transparency and fiscal discipline must be part of final Shuttle decision” http://dailycaller.com/2011/03/18/transparency-and-fiscal-discipline-must-be-part-of-final-shuttle-decision/) WSX

Earlier this month, the space shuttle Discovery completed its final mission. America now awaits the final two shuttle missions, the flights of Endeavour and Atlantis. The end of the shuttle program should be the dawn of the next vehicle system to carry Americans into space. However, in two successive budgets, the administration has attempted to kill NASA’s human space flight program, citing cost as the primary reason. However, it has no problem using taxpayer dollars to retire one of the orbiters to a museum in a politically important state.

Tucked away in the president’s 2012 budget proposal is an earmark for $14 million in taxpayer funds to prepare shuttle Atlantis for display in the Air Force’s Wright-Patterson Flight Museum in Dayton, Ohio. This might seem like a drop in the water in the context of the massive federal budget, but it is further evidence that this administration is comfortable wasting the taxpayer’s dime. There is no need for tax dollars to fund this when guaranteed private funding exists — though perhaps not where the president wants the orbiter to go. Private entities in Houston, the home of the Johnson Space Center and the human space flight function of NASA, have already offered to fund the preparation and permanent housing of one of the retired orbiters should it be selected to receive one. Under specific, NASA-established criteria for determining the best location for exhibiting the retired orbiters, competing communities must complete a thorough proposal that includes a plan to pay for, or raise through private funding, the costs associated with hosting the shuttle.

NASA has repeatedly delayed the announcement of where the final orbiters will be housed. The decision was expected last year and was postponed again into 2011. While NASA Administrator Charles Bolden is expected to make the “official” announcement of the decisions on April 12, the administration’s handling of this process is disappointing at best and political at worst. The space community and those interested in hosting an orbiter have been thrown for a loop with the president’s Air Force earmark. If the decision has already been made internally, without a final and formal announcement, it is inappropriate and unfair to the communities that have a relevant history and interest in housing a shuttle. The administration’s budget maneuver is a disappointing move that rightfully fuels speculation of political intent. More importantly, the unnecessary allocation of taxpayer funds in this process is simply wrong.

Our nation faces record deficits, and we are fighting two wars. To use the Air Force budget in this way is indefensible, especially when private funding is available. Taxpayers should be troubled by the threat of their hard-earned tax dollars being wasted in this way. As Discovery, Endeavour and Atlantis roll off the flight line and into the museums, the American people should be confident that fiscal prudence and history determined their final homes — not wasteful political considerations. 

Obama’s 2011 NASA budget proposal increased spending and received bipartisan oppositionWashington Times 10 (February 26, “Refocused NASA gets bipartisan criticism” http://www.washingtontimes.com/news/2010/feb/26/criticism-of-refocused-nasa-bipartisan/) WSX

President Obama’s decision to kill the U.S. government’s manned space flight program and quash a planned mission to the moon ran into bipartisan opposition on Capitol Hill on Thursday.
Republicans and Democrats alike on the House Science and Technology Committee - many with major space-program facilities in their districts - expressed dismay with Mr. Obama’s decision, included in his proposed fiscal 2011 budget for NASA released earlier this month.

Rep. David Wu, Oregon Democrat, called the decision “premature” and asked whether Mr. Obama’s cuts “doom us to a future where there are no Americans in space or at least that the dominant language in space is not English.”

Added Texas Republican Rep. Michael T. McCaul, “I’m concerned about human space-flight mission being completely cut from this program. It seems to me that we’re getting away from the core mission of NASA.”

Mr. Obama’s fiscal 2011 budget actually calls for a slight spending increase for NASA over the next five years, but not nearly enough to fund the estimated $81 billion Constellation program, established under President George W. Bush and aimed at returning U.S. astronauts to the moon by 2020. 

no link – mars direct

Mars direct would only cost a third of a single shuttle launch

Bonin 11 – Contributor to the Space Review (Grant, June 6, “Human spaceflight for less: the case for smaller launch vehicles, revisited”, http://www.thespacereview.com/article/1861/1) WSX

While Zubrin’s proposal for a two-person crewed Mars mission using three Falcon Heavy launches is a bit tight (and arguably doesn’t quite close), his full-scale four-person Mars Direct mission, consisting of two vehicles per complete expedition, could certainly be accomplished using multiple Falcon Heavy launches. A Mars Direct-style mission could be undertaken using only three Falcon Heavy launches per Mars-bound payload: the first launch would deliver the payload itself, while the subsequent two would deliver two high-performance hydrogen/oxygen propulsion stages, which would be mated to the payload and ignited successively to send the spacecraft Mars-bound. This system could throw between 45 and 55 tonnes trans-Mars, again depending on the opportunity, which would be sufficient to undertake Mars Direct with some (needed) margin. Assuming three launches per Mars-bound spacecraft, and two payloads sent to Mars roughly every two years, the average launch costs would be $375 million per complete expedition, using the upper end of the price range quoted by SpaceX. For perspective, this is about one third the cost of a single shuttle launch—a small price to pay for a continuing program of exploration. The same sort of dual-stage approach could be used to deliver comparable payloads to lunar orbit, for a more near term (and probably more realistic) return to the Moon program. 

no link – transorbital railroad

Transorbital railroad would save money – cheaper launches by the government and creates a larger tax base

Zubrin 11 (By Robert Zubrin, May 25, The Washington Times: “Treating space like the American West; It's time to build a transorbital railroad”, lexis) WSX

As noted above, the budget required to run the transorbital railroad would be 25 percent that of the space shuttle program, but it would accomplish far more. The U.S. government could use it to save a great deal of money because its own departments in NASA, the military and other agencies could avail themselves of the transorbital railroad's low rates to launch their payloads at trivial cost. Much greater savings would occur, however, because with launch costs so reduced, it would no longer be necessary to spend billions to ensure the ultimate degree of spacecraft reliability. Instead, commercial-grade parts could be used, thereby cutting the cost of spacecraft construction by orders of magnitude. While some failures would result, they would be eminently affordable and, moreover, would enable a greatly accelerated rate of technological advance in spacecraft design, because unproven, non-space-rated components could be put to the test much more rapidly. With both launch and spacecraft costs so sharply reduced, the financial consequences of any failures could be readily met by the purchase of insurance by the launch companies, which would reimburse both the government and payload owners in the event of a mishap.

With such a huge amount of lift capability available to the public at low cost, both public and private initiatives of every kind could take flight. If NASA desired to send human expeditions to other worlds, all it would have to do would be to buy space on the transorbital railroad for its payloads. But private enterprises or foundations could use the transorbital railroad to launch their own lunar or Mars probes - or settlements - as well. Indeed, three launches of the Falcon Heavy probably would be sufficient to launch a minimal-scale human Mars expedition, and with a price tag of $7.5 million for the three, the total cost of such a private-sector effort likely would be no more than that sometimes spent by wealthy backers of teams striving to win the America's Cup yachting event.

Those with ideas for commercial space activities - ranging from space hotels to private orbital research labs - would have the opportunity to put their business plans into action. As such enterprises multiplied, a tax base would be created both on Earth and in space that ultimately would repay the government many times over for its transorbital railroad program costs. 

Transorbital launcher will pay for itself – cheap launches and stimulates economic activity

Breakstone 11 (Allan, May 29, “Zubrin's Proposal to Fund "Pathway to the Stars" Fueling the "transorbital railroad”, http://www.spacefuture.com/journal/journal.cgi?art=2011.05.29.zubrins_proposal_to_fund) WSX

Of Zubrin’s preferred launcher, the Falcon Heavy, he wrote in a slide presentation at the International Space Development Conference three days previous, “Assuming it achieves good reliability, it will outclass all current launch vehicles by any reasonable formula.”

With Falcon Heavy as the centerpiece of the transorbital railroad, Zubrin expects 795 metric tons launched to orbit per year. That would be ten times the average yearly launch capacity of the retiring Space Shuttle, at a quarter of the cost to the taxpayer.

Zubrin believes his transorbital railroad will pay for itself, creating US$7.2 billion per year of space-based and associated economic activity. He thinks the system will create market demand to drive development of ever better launch systems. 

econ low

Economy weak now – unemployment and inflation are high

Kowalski 6/27 (6/27/11, Alex Kowalski, Bloomberg, “Consumer Spending in U.S. Stagnated in May,” http://www.bloomberg.com/news/2011-06-27/consumer-spending-in-u-s-unexpectedly-stagnated-in-may-as-prices-climbed.html HL)

Consumer spending unexpectedly stagnated in May as employment prospects dimmed and rising inflation caused Americans to cut back. Purchases were little changed, the weakest outcome since June 2010, after a revised 0.3 percent gain the prior month that was smaller than previously estimated, Commerce Department figures showed today in Washington. The median estimate of economists surveyed by Bloomberg News called for a 0.1 percent gain. Prices excluding food and energy rose more than forecast. Walgreen Co. (WAG) is among retailers that indicated 9.1 percent unemployment and higher gas and grocery bills have prompted shoppers to pare back purchases of less essential goods. Federal Reserve policy makers said the restraint on purchasing power may prove temporary as commodities prices start to decline, allowing the economy to pick up later this year. 

Econ weak now – multiple factors

Isidore 6/22 (6/22/11, Chris Isidore, CNN Money, “Fed gloomier about the economy,” http://money.cnn.com/2011/06/22/news/economy/federal_reserve_meeting/index.htm)

It also issued new economic projections that call for slower economic growth, higher unemployment and higher inflation in 2011 and 2012 than in its previous forecast. At a press conference Wednesday afternoon, Fed chairman Bernanke referred to the new forecast as a significant revision. The Fed said in its statement that it believed some of the headwinds would be short-lived, including supply disruptions from the Japanese earthquake, and the "effect of higher food and energy prices on consumer purchasing power." Read the Fed's statement But Bernanke said he and other Fed policymakers aren't certain how much of the weakness is due to those temporary factors and how much is due to longer-lasting problems. He said continued problems in the housing market, excess private sector debt and weakness in the financial sector might be more serious than previously thought. And he suggested the labor market is a long way from being healed.

Econ weak – unemployment is high and growth is low

Ellis 6/23 (6/23/11, Blake Ellis, CNN Money, “Jobless claims jump 9,000 in latest week,” http://money.cnn.com/2011/06/23/news/economy/initial_claims/index.htm)

NEW YORK (CNNMoney) -- The number of Americans filing for first-time unemployment benefits rose more than expected last week, remaining above the 400,000 mark for the 11th straight week. There were 429,000 initial jobless claims filed in the week ended June 18, the Labor Department said Thursday. That was up 9,000 from the week before, and worse than the 413,000 claims economists surveyed by Briefing.com had expected. While a level below 400,000 is typically associated with payroll growth, claims have remained above that mark since the beginning of April. The four-week moving average of initial claims, calculated to smooth out volatility, was unchanged from the week before. "Jobless claims remain elevated, and this will remain the limpest economic recovery since the Great Depression," said John Lonski, chief economist at Moody's Economy. "This is telling us that we're not making much progress at bringing back the nearly 7 million jobs that have been lost since January 2008." Lonski said the recent rise in jobless claims is partly due to higher energy costs, which have led to higher prices for consumers. "Consumers are showing enough resistance to recent price hikes, so sales probably will be below expectations, inventories are mounting, and as a result employment is lower than otherwise," he said. Unemployment will plague cities for years Thursday's disappointing report comes a day after Federal Reserve Chairman Ben Bernanke issued a gloomy assessment of the economy, acknowledging a slowdown in economic growth and employment. And while he insisted that a gradual recovery is still underway, investors were spooked by his comments, sending stocks lower. Declines in the stock market are also detrimental to the employment picture, since household wealth and spending are closely tied to the market. "The recent past shows that the economy tends to stagnate whenever share prices fail to rise," said Lonski. "Bernanke attempted to reassure financial markets that the U.S. economy would regain momentum, but this latest rise in jobless claims suggests markets will remain highly skeptical of his claim that a self-rejuvenation of economic activity is forthcoming." 

Economic collapse worse than 08 coming – Japan earthquake, European debt crisis, signs in the U.S., and oil prices 

The Economic Collapse 11 [June 1, Phil’s Stock World: “Suddenly Everyone Is Warning About the Next Financial Collapse,” Lexis] WSX

 Are we about to see a repeat of 2008 (or something even worse)? Suddenly all kinds of people are coming out of the woodwork and warning that we could be on the verge of the next major financial collapse. Of course many economists and financial pundits just enjoy hearing themselves talk, and sometimes they will make outrageous claims just to get attention, but when so many ominous warnings come out all at once it does tend to make one sit up and take notice. The truth is that global financial markets are even more vulnerable today than they were in 2008, and all over the globe we are seeing trouble signs. Japan is trying to recover from the worst natural disaster that they have ever seen and they are dealing with a nuclear crisis that never seems to end. The Europeans are trying to put another bailout package for Greece together and about a half dozen more European nations that are drowning in debt will need bailouts after that. In the U.S., there are all kinds of signs pointing to the collapse of the economy and the politicians in Washington D.C. continue to "kick the can down the road" and hope that our economic problems will somehow fix themselves.

Oil prices are incredibly high and turmoil is sweeping the globe. Conditions are certainly developing that could bring about a "perfect storm" and cause another global financial collapse.

The following is just a sampling of the financial warnings that we have seen in recent days from some prominent voices¦.

*Economist Nouriel Roubini: "I think right now were on the tipping point of a market correction. Data from the U.S., from Europe, from Japan, from China are suggesting an economic slowdown."

*Jim Rogers: "I would expect to see some serious problems in the foreseeable future¦.By 2011, 2012, 2013, 2013, I dont know when, were going to have an economic slowdown again."

*Mark Mobius, the executive chairman of Templeton Asset Managements emerging markets group: "There is definitely going to be another financial crisis around the corner because we havent solved any of the things that caused the previous crisis."

*David M. Blitzer, Chairman of the Index Committee at S&P Indices: "Home prices continue on their downward spiral with no relief in sight."

*Jeffrey Gundlach, CEO of DoubleLine Capital: "I think were looking at some type of echo in the credit crisis coming up here. Thats what Im afraid of."

*Carl Icahn: "I do think that there could be another major problem. Now, will it happen next week, next year, i dont know and certainly nobody knows, but i dont think that the system is working properly. I really find it amazing that were almost back to where it was, where theres so much leverage going on in the investment banks today. Theres just way too much leverage and way too much risk-taking, with other peoples money."

Sadly, the world really did not seem to learn much of anything from 2008. Global financial markets are still pretty much operating the same way that they did before the last crisis.

But back before the crisis in 2008 things were much more stable around the globe.

More ev – Japan earthquake will kill global economy

The Economic Collapse 11 [June 1, Phil’s Stock World: “Suddenly Everyone Is Warning About the Next Financial Collapse,” Lexis] WSX

When the horrible earthquake and tsunami struck Japan earlier this year, most economists brushed it off and believed that Japan would be "resilient" and would bounce back very quickly.
At the time, I went directly against the mainstream consensus with this article: "14 Reasons Why The Economic Collapse Of Japan Has Begun".

I followed that up with another article entitled "The Japanese Economy Is In Much Bigger Trouble Than Most People Think".

So who was right?

Well, it turns out that Japan is now officially in a recession. Their economy contracted at a 3.7 percent annualized rate during the first quarter.

As bad as that number is, just remember that the tsunami did not even hit until March 11th.

So what is the 2nd quarter number going to look like?

There is often a lag between a disaster and the economic effects of the disaster. The economic impact of this nightmare is going to be felt in Japan for many years to come. In fact, it is going to be very interesting to see what kind of earnings reports we seeing coming out of Japan in the months ahead.

The economic problems in Japan are also really starting to be felt around the rest of the globe. The other day, USA Today published an article with the following headline: "U.S. economy damaged more than thought by Japan quake".

Amazingly, everyone seems to be really surprised that the worst tsunami in modern history is having a significant economic impact.

Meanwhile, the crisis at Fukushima just continues to get worse.

In case you havent noticed, the Japanese are not even close to finding a solution to this crisis.

If you want to get a good idea just how bad things are getting around Fukushima, just read this article by Natural News: "Land around Fukushima now radioactive dead zone; resembles target struck by atomic bomb".

The mainstream media has been doing their best to downplay the crisis at Fukushima, but the truth is that it is now a worse disaster than Chernobyl and life in that region will never be the same again.

More ev – European financial collapse destroys global economy

The Economic Collapse 11 [June 1, Phil’s Stock World: “Suddenly Everyone Is Warning About the Next Financial Collapse,” Lexis] WSX

Conditions are also ripe in Europe for another financial collapse.

Have you been watching what has been going on in Greece?

Its crazy. Without another bailout the Greek government will soon start defaulting on their debts.
The EU and the IMF dont want to give Greece more bailout money unless there are some significant "strings" attached. But they also know that if Greece is not bailed out it will cause complete chaos in the financial markets.

The Greek population does not want more bailouts and more austerity. There have been protests all over the country. Greek citizens have been pulling billions out of Greek banks as the country descends into chaos.

In the end, another bailout deal will get pushed through and the can will be kicked down the road a little while longer.

But what about all of the other European nations that need bailouts?

The government of Ireland is already indicating that they may need another bailout.

Portugal, Spain and Italy (along with several other European nations) are also teetering on the brink of financial disaster.

Most Americans do not realize it, but the European sovereign debt crisis really could set off another global financial crash. Everyone really should be watching Europe. It is going to be a very interesting summer.

The United States economy will collapse – housing data, jobs, and no confidence

The Economic Collapse 11 [June 1, Phil’s Stock World: “Suddenly Everyone Is Warning About the Next Financial Collapse,” Lexis] WSX

Of course the United States continues to be an economic basket case.

More depressing housing data came out today. U.S. home prices are now 5.1% lower than they were a year ago and they have fallen back to mid-2002 levels. CNN is declaring that a housing "double-dip" has been confirmed.

Sadly, U.S. home prices have now fallen farther during this economic downturnthan they did during the Great Depression.

Also, the consumer confidence index fell from 66 in April to 60.8 this month.

Americans are becoming more pessimistic about the economy.

According to Gallup, 41 percent of Americans believed that the economy was "getting better" at this time last year. Today, that number is at just 27 percent.

We are seeing a tremendous about of inflation in 2011, but incomes are not rising. Unemployment is still rampant and very few jobs are being created. What is even sadder is that a very high percentage of the jobs that are being created are part-time or temporary jobs.

But this was supposed to be the "recovery". Barack Obama and the Congress pushed through "stimulus package" after "stimulus package". We added trillions to our national debt. The Federal Reserve has been printing money like crazy. An all-out effort was made to pump up the U.S. economy in the short-term.

So after all of that, is this what the "recovery" is going to look like?

Meanwhile, all of those efforts have also made our long-term economic problems even worse.

Because of our exploding national debt and the reckless money printing by the Federal Reserve, faith in the U.S. dollar is dying. Even the United Nations is warning of a potential dollar collapse.

We are in big, big trouble.

This is about as good as things are going to get for the U.S. economy. Despite unprecedented efforts, the U.S. economy is still struggling mightily and our long-term economic problems are scarier than ever.

Sadly, most Americans still believe that wonderful economic times are on the way. Most believe that this downturn is just temporary and that things will soon be better than ever.

How do you think they are going to feel when they find out the truth? 

Stagflation likely – litany of reasons

Philippines News Agency (PNA) 11 (June 15, “Roundup: U.S. economic confidence plummets in June, survey shows”, lexis) WSX

Americans' confidence in their economy plunged during the week ending June 12 on the heels of a worsening jobs outlook, six straight weeks of stock market losses and amid fears of a global economic slowdown, according to a Gallup poll released Tuesday.

While economic confidence saw a bump in May during the week after al- Qaida kingpin Osama bin Laden's death, Americans had become more pessimistic about the economy, with confidence reverting to the late April level, the survey indicates.

Gallup's economic confidence index consists of two items: one measuring Americans' views about whether the U.S. economy is "getting better" or "getting worse" and the other measuring Americans' ratings of current economic conditions as "excellent," "good," "only fair," or "poor." The plunge was attributable to declines in both items, Gallup found.

The number of Americans who said the U.S. economy was getting better took a nose dive to 30 percent, down from 37 percent during most of May and near the year's lowest point. The figure is five points below the reading for the same week in 2010.

Nearly half of Americans rated the current economic conditions as poor, matching the highest level for "poor" ratings so far in 2011. These ratings are three points worse than the previous week and three points lower than a year ago.

Gallup's measures of unemployment and underemployment - those working part-time but seeking full-time jobs - have shown no improvement compared with a year ago.

At the same time, the official U.S. unemployment rate, as reported by the Bureau of Labor Statistics, worsened from 8.8 percent in March to 9 percent in April and hit 9.1 percent in May.

Even a recent decline in the gas price to 3.78 U.S. dollars per gallon failed to offset the decline in consumer optimism, in part because overall pump prices remained more than 1 U.S. dollar per gallon higher than a year ago, Gallup found.

LONG- OR SHORT-TERM PROBLEM?

The key question now was whether this economic softening will be modest and transitory or whether it was a harbinger of something more significant, Gallup said.

Barry Bosworth, former presidential adviser and senior fellow at the Brookings Institution, told Xinhua that while the United States was unlikely to sink into another recession, the growth was likely to remain under 3 percent for the rest of the year - short of the 3 percent to 3.5 percent growth that most economists said was needed to significantly reduce the high rate of unemployment.

The economy would continue to see low growth, and there was very little room to do anything at the policy level, he said.

"I think the unemployment rate will stay pretty much unchanged for the rest of the year," he said.

Bernard Baumohl, chief global economist at the Economic Outlook Group, told Xinhua that while he foresaw no double-dip recession, the economy had certainly slowed down compared to last year's robust pace.

"We entered 2011 with considerable momentum, lots of steam. There was a great deal of optimism about how the economy would do in 2011, and then suddenly we got hit by all these geopolitical events in the Middle East and the disaster in Japan, and then suddenly it changed the whole equation," he said.

Indeed, after the onset of political tumult in the Middle East and the earthquake and nuclear crisis in Japan, economists began to re-assess their outlook for the economy.

All in all, many uncertainties have plagued the economy, Baumohl said. Oil and gas prices were likely to remain elevated, the cost of living was rising faster than wage growth, and the housing market remained comatose.

Taken together, those factors had prompted business leaders to exercise caution with regards to hiring and investing, which was likely to cause the economy to grow at a lackluster pace this year, he said.

Perhaps more worrisome was the likelihood of a coming period of weaker growth and elevated inflation, which will resemble a mild form of stagflation - a stagnant economy worsened by heightened inflation - although it was unlikely to be as harsh as the stagflation of the 1970s, he said.

Non-Unique - Another recession is coming in the status quo
SCM 6/28 (6/28/11, Symmetry Capital Management, LLC, Seeking Alpha, “Economy: Lukewarm Data, Lousy Outlook,” http://seekingalpha.com/article/277028-economy-lukewarm-data-lousy-outlook) 

We remain lukewarm on the next two to four quarters in the U.S., bearish on the rest of the world, and highly confident that a recession will unfold beginning in 2012 or 2013. In the meantime, if policymakers in the eurozone, China, or U.S. take their eyes off the ball, a global recession could unfold much sooner. We apparently have some company on our recession call in economist Gary Shilling, who astutely points out that of his four economic cylinders—consumer spending, employment, housing, and business inventories—only the latter is showing much strength. He's correct on that, and inventories had a bit of a bounce in 4Q2010 according to the latest GDP data. Nonresidential equipment and software investment was strong throughout 2010, although it hasn't surpassed its all-time high of 2008. Corporate profits ended 2010 at record highs, although excluding financial companies, profits are right around their all-time high of 2006. One indicator signalling potential trouble ahead is net state and local government saving, which has started falling. In 60% of prior occurrences since 1970, this signal has been followed by recession within one to 1.5 years on average. Shilling still likes the long Treasury bond, as he has since 1980-something. Unless there's a 180-degree turn in Washington on fiscal policy, we're inclined to agree with him—a (relatively) risk-free 4%-plus in a boiling frog economy, with a poor demographic outlook and a very low probability of either inflation or Fed rate hikes, is not a bad place to be. At this point, Europe and the U.S. appear to be engaged in high stakes kabuki theater (that's our hope anyway), while China looms as the rather unpredictable wildcard. Its economy is currently flirting with recession (pdf), and it may be exposed to hidden systemic leverage and fragility, but its central government can potentially react to a crisis more rapidly than most democratically elected ones. One possible silver lining to a crisis in China is that it might finally deflate the unrealistic and over-the-top descriptions of its economy that some well-known western pundits have been fond of making for the last decade.

at: econ growing now

Economic growth rate slowing – effects of stimulus wearing out

Gulf Oil & Gas 11 (June 15, “World Economy - Jun 11”, lexis) WSX

Economic indicators show that the slowing pace in the US economic recovery continues. While the government-led support was the main driver for the expansion since the economy's trough levels in the first half of 2009, consumption has picked up over the past months. This has marked an important improvement in the recovery.

However, it seems that some of this rebound in private household consumption stemmed from the stimulus initiatives - monetary and fiscal. With the current weakening situation, it remains to be seen whether this positive development continues at just a lower expansion rate or whether it will decelerate more significantly with the fading ability to stimulate the economy by monetary or fiscal means.

The most important evidence for the deceleration came from the confirmation of the Bureau of Economic Analysis that the economy has indeed declined by 1.8% in the 1Q11. While this was lower than expected, it is a backward-looking indicator. On a positive note, the major reason for the low growth rate was the massive fall in defense spending of 11.7% q-o-q. Historically, such large shortfalls were due to postponements of projects that were then realized in the next one or two quarters.

This would give some support to the remainder of the year. Personal consumption grew at a healthy 2.2% q-o-q, but was lower than in the previous two quarters. While this is not dramatic, the again weakening labour market situation is raising concern about the ability of consumers to continue to increase spending at a significant rate.

While it should not be expected that consumption will strongly decelerate at this time, however, it will not act as a big growth-engine in the near future as long as the labour market situation does not improve much.

Unemployment rates have increased again and stood at 9.1% in May, compared to 9.0% in April and back from the March level of 8.8%, the lowest rate in the past two years. Furthermore, job additions in the non-farm payroll area have been very low at only 54.000, compared to 232.000 job additions in April and marked the lowest number since September 2010. This is low, considering that more than 8 million jobs have been lost in the recession. This also affected consumer sentiment, which, according to the Conference Board, declined from an index level of 66.0 in April to 60.8 in May.

The ISM indices from May underline that the economy - while still expanding - is slowing down in its growth rate. The ISM for the manufacturing sector moved to 53.6 from 53.7, after a steep decline in April from the March levels of 59.7 and February levels of 66.9.

recovery impossible
The economy won’t recover – U.S. is past the point of no return

Bonner 10 – author of books and articles on economic and financial subjects (Bill, August 27, “What Will the New Economy Look Like?”, http://www.csmonitor.com/Business/The-Daily-Reckoning/2010/0827/What-will-the-new-economy-look-like) WSX
Eventually, investors are going to realize that the discussion of a “recovery” is nonsense. The economy can never recover the pace and frenzy of the bubble years – and so much the better. It has to move on to something new. The big question is: What will this new economy look like? 

One important detail: in this new economy US stocks are not likely to be as highly prized as they are now. That is not to say that companies won’t make money. They will – especially those that are taking advantage of strong rates of growth overseas. But investors are likely to appreciate them less regardless. That’s what happens in a bear market: the price-to-earnings ratio falls. Earnings do not necessarily go down; but the multiple investors are willing to pay for each dollar of earnings does.

When people are optimistic about the financial future they’re willing to pay 20 or 30 times for each dollar of earnings. But when they are gloomy and negative they’re unwilling to pay anything more than 10…or even 5…times for each dollar of earnings.

Americans, and to a lesser extent people living in other developed economies, are going to feel increasingly negative as the years go by. For one thing, their economies are likely to underperform their competitors in the emerging world. But I’m going to focus on another reason today: their government financing systems are fundamentally dishonest and bankrupt. To make a long story short, their economies have been living on borrowed money and borrowed time. The moment for settling up is approaching. It is going to be painful, gloomy and depressing. All asset classes – save maybe cash and gold – are likely to fall.

This message came out this week from two important sources. Professor Lawrence Kotlikoff of Boston University and former Reagan-era OMB chief David Stockman. Both make the same point: government finances are worse than we thought and headed for disaster.

Of course, we knew that. You can’t go deeper and deeper into the hole forever. But two things are new: (1) these arguments are reaching the mainstream media; and (2) they show that federal finances are already beyond the point of no return.

I’m going to briefly rehearse the numbers and basic ideas for you. Because it’s easy to forget what is going on. One day the Dow goes up; the next day, it goes down. One day, the economy seems to be recovering; the next, it seems to be slipping backwards. It is as though we were on a ship that has hit a submerged reef. This ship is still afloat. The bartender is still serving drinks. People stand around and argue about politics. The music is still playing. It’s easy to forget that the ship is sinking.

Kotlikoff and Stockman each put forward evidence that clearly shows the US to be effectively bankrupt. If you add municipal debt to the official national debt, says Stockman, the total is already at Greek levels: about 120% of GDP.

Stockman has an axe to grind. He blames the Republican Party for abandoning old-time fiscal rectitude for the allure of “vulgar Keynesianism” (in which “deficits don’t matter” because we will “grow our way out” of them. Tax cuts, for example, are supposed to be self-financing, because they boost GDP, which increases tax receipts even at lower rates.)

Win-win is an attractive goal in contract negotiations; it rarely works its magic in public finances. When you cut taxes the first time, you may get an offsetting boost in GDP. But rarely a second or third time.

The Reagan-era cuts seemed to pay off. The economy boomed.

Republicans believed they had the winning formula: promise voters the moon and count on supply-side growth to pay for it. But the boom of the ’80s and ’90s was really Paul Volcker’s victory…not a victory for Republican fiscal management. After Volcker got control of inflation, the economy was able to grow and prosper for the next 20 years as interest rates fell and stocks rose.

The “deficits don’t matter” creed backfired under the administration of George W Bush. Spending programs – projected into the future – created huge structural deficit gaps that cannot now be closed by any reasonable economic growth assumptions.

In addition to the government deficit there is the accumulated trade deficit of $8 trillion – money spent by the private sector on goods and services bought overseas and not offset by investment back into the US by means of higher exports.

Official federal debt and the accumulated trade shortfalls adds up to $26 trillion – not quite 200% of GDP, but getting there.

Stockman:

    [N]ow there is no discipline, only global monetary chaos as foreign central banks run their own printing presses at ever faster speeds to sop up the tidal wave of dollars coming from the Federal Reserve.

Stockman also condemns the growth of the financial sector:

    The combined assets of conventional banks and the so-called shadow banking system (including investment banks and finance companies) grew from a mere $500 billion in 1970 to $30 trillion by September 2008.

    But the trillion-dollar conglomerates that inhabit this new financial world are not free enterprises. They are rather wards of the state, extracting billions from the economy with a lot of pointless speculation in stocks, bonds, commodities and derivatives. They could never have survived, much less thrived, if their deposits had not been government-guaranteed and if they hadn’t been able to obtain virtually free money from the Fed’s discount window to cover their bad bets. 

Kotlikoff focuses more on the total of US debt, including unfunded “unofficial” debts and obligations. He puts the total at $202 trillion – an amount that clearly can’t be paid.

    Let’s get real. The US is bankrupt. Neither spending more nor taxing less will help the country pay its bills. 

David Stockman said it, not us. 

econ resilient

Economy more resilient than predicted – has taken shocks and still growing

The Business Insider 11 (Bob Eisenbeis, March 31, “This Market Is Showing Incredible Resilience In The Face Of Many Crises”, lexis) WSX

No, not shock and awe as in how the military uses the terms, but rather shock as a characterization of what has hit the US and world economies recently and awe in terms of how resilient both have been. Just think of the variety of shocks that financial markets have had to digest and synthesize.

First there was the financial crisis, the shutdown of the commercial-paper and mortgage markets, and broad concerns about systemic risk. Then there were failures of major private-sector and government-sponsored institutions, government injections of capital, and guarantees of bank liabilities.

Europe has been wrestling with its own debt and fiscal finance problems, and these have caused politicians both in Europe and the US to face the hard realities that governments “ local, state, and federal “ cant continue to run increasing deficits forever; and the public has sent a strong reaffirmation of that fact.

We see the US fighting two wars, in Iraq and Afghanistan, that have sapped our military capabilities and have not been particularly well received in that part of the world. Then, the self-immolation of a street vendor culminated in the toppling of an autocratic Egyptian government. Demands for freedom and liberalization have spread farther and faster in the Middle East than one could have imagined.

Now, a third military front has been opened in Libya, and there is much concern and confusion both in the US and the rest of the world as to what the objectives are and how to define success. And then there are the triple disasters of earthquake, tsunami, and nuclear reactor farm meltdown, which promise to further worsen Japans deficit, in order to finance rebuilding. Oh, and did I mention the flooding in Australia and major quake in New Zealands capital? The global political economy is facing as much uncertainty as has ever been experienced in recent times.

Yet, in the face of all these events, the US stock market has essentially regained its lost value. To be sure, the job market is lagging and has a long way to go to recoup the 7.4 million or so jobs that were lost during the recession. The housing market faces a glut of excess supply that will take a long while to work off. However, corporate profits are at an all-time high, interest rates are low, and inflation has so far remained contained. Real economic growth has been positive and has increased at a steady, albeit modest, pace. State tax revenues are recovering. Consumer spending on services, durables, and nondurables are all positive and have been for the last few quarters. Who would have guessed that outcome, despite the best efforts of politicians and economic policy makers?

An individual investor, however, is likely to be shell-shocked to the point of numbness by now. Witness the reaction to assertions about the municipal bond market that have triggered large sell-offs “ especially by uninformed investors. Both risk and uncertainty are still high, and one wonders where the next shock will come from. Will it come from Europe or the UK, as policy makers begin to raise interest rates out of concern for domestic inflation, which is clearly on the increase? Will the surprise come from the FOMC, in an early truncation of its most recent QE II purchases of government securities? Will it come from a pullback in US consumer spending, as food and energy costs continue to rise? (Consumer confidence has recently taken a large hit, due in no small part to the increases in headline-inflation components.) Or will it come in the form of an external shock due to an acceleration and spread of the turmoil in the Middle East, which would further threaten world energy supplies?

What are the best policies for governments to follow under such circumstances? First, they should recognize that the real economies dont seem to be as fragile as many fear. US GDP is currently at an all-time high, in both real and nominal terms, “ and exceeds its level at the onset of the financial crisis. This means that somebody is making something, somebody is selling services, and most people are still working. The economies of the world will pick up again when governments act to remove imbalances, that is, when fiscal responsibility is restored, tax and spending programs are brought into balance, promises that cant be kept are revoked, central-bank balance sheets are restored to normal, and clear strategies for dealing with political unrest and their implications for energy policies are formulated and articulated. When all this is done, uncertainty will be reduced and risks clarified. Then businesses can begin investing and hiring again.

Global economy resilient and recovering now – rebalancing 
Finfacts Team 11 – [May 16, “Global Economy: Resilience, rebalancing and financial repression” http://www.finfacts.ie/irishfinancenews/article_1022299.shtml] WSX

Global Economy: Despite many headwinds, Joachim Fels, economist at Morgan Stanley, the US investment bank, based in London, sees an economic outlook characterised by resilience, rebalancing and financial repression.
The economist says the global economy is quite resilient to the recent shocks and he says the recovery will be quite sustainable because of global rebalancing. Being constructive on growth does not mean that the outlook is blindly bullish. Fels says that while the global GDP will not continue to grow at the 5% snapback pace seen in 2010, GDP will moderate to a little over 4% this year (4.2% to be precise) and 4.6% next year. He says the important point is that Morgan Stanley looks for global growth to be above its long-term trend rate, which is 3.6% for the last 40 years.

Too young to die: Fels says this global recovery is only two years old - - it only started in the middle of 2009. On average, recoveries in the global economy have lasted a little more than six years. The shortest one over the past 40 years took place in the second half of the 1970s and lasted only four years. The longest one was in the 1980s and ended after eight years. Recoveries typically end when major imbalances in an economy have developed and become unsustainable - - such as overinvestment in the late 1990s or overconsumption in the late 2000s - - and when monetary policy becomes very tight. Neither is true now.

The global economy is relatively resilient: Despite the oil price shock, initial conditions are favourable because household and corporate balance sheets have improved since the financial crisis. Balance sheet clean-up and repair in the private sector has partly come at the expense of the public sector balance sheet, but that's another story. Personal savings rates have increased in former bubble economies like the US and the UK, and corporate profit margins have widened to record highs. This implies that the capacity of both households and companies to absorb shocks from higher oil and commodity prices has increased.

Global monetary and fiscal conditions are still very expansionary: Fels says most governments are shying away from tightening fiscal policy despite large deficits. The global real short-term interest rate is still negative and way below the growth rate of the economy, indicating very easy monetary policies. Long-term interest rates are also very low and have eased further recently. As for the monetary policy tightening in China and other EM (emerging) countries, the MS view is that much of this is not genuine tightening. For example, the many increases in banks' required reserves imposed by the People's Bank of China are largely aimed at neutralising the hot money inflows that pump up domestic liquidity. This is not a genuine tightening, but rather an attempt to make sure that liquidity doesn't get even more abundant.

Moreover, while many central banks have been raising nominal interest rates, in most cases the increases in policy rates have lagged behind the increase in inflation. So, real rates have eased further in many cases. In short, monetary and fiscal conditions are still very easy around the world and should make the recovery quite resilient for now.

Global rebalancing is a powerful underlying trend: The economist says global rebalancing means that the big consumers in the world economy are becoming savers, the big importers are becoming exporters, the big exporters are becoming importers and the big savers are becoming consumers. Global rebalancing requires new capital spending: the US export sector doesn't have enough capacity and needs to expand - - one reason for strong spending on equipment in the US. Conversely, China needs to direct more resources into the domestic economy. So, global capex (capital expenditure) is likely to be supported over the next several years, and companies have enough cash on their balance sheet to finance this spending. With the global imbalances that built up in the credit-fuelled boom of the 2000s diminishing and global capex being supported, this recovery look set to be more sustainable over time.

Global inflation is our bigger worry: Super-expansionary monetary policy in the mature economies is imported by emerging economies through their US dollar soft or hard pegs. This has been pumping up EM growth and commodity prices and is fuelling EM wage and consumer price inflation. Having gained a toe-hold in EM, inflation is then exported into mature economies through more expensive goods exports. ‘Rationally inactive' central banks in the mature economies accommodate this imported inflation, ultimately risking a domestic inflation take-off.     

Financial repression at work: Joachim Fels says that normally, one would expect an ongoing, sustainable recovery and higher inflation to push bond yields significantly above their current low levels. Paradoxically, however, MS believes that bond yields will remain relatively low (though not as low as they presently are) despite resilient growth and upside inflation surprises.  One reason is that the major central banks' responses to higher inflation will be relatively muted, given concerns about high unemployment (as in the US) and peripheral sovereign and banking problems (as in the Eurozone).  Thus, real short-term interest rates are likely to remain unusually low for quite some time.

Another factor that is likely to put a lid on bond yields is financial repression.

The economist says economic history is replete with examples of how governments, though taxation and various forms of regulation, have strongly encouraged or forced private and institutional investors to keep buying government bonds at uneconomic prices at times of elevated inflation rates. In these episodes, low or even negative real interest rates helped governments to cope with high public debt levels.  This time will be no different, in the MS view.  Regulators are already (for the sake of financial stability) forcing banks, insurance companies and pension funds to increase their holdings of safe government bonds, thus creating a captive investor group. This, together with low short-term interest rates and higher inflation, is likely to promote a prolonged period of very low or even negative real interest rates that should help to make the high and rising public debt bearable for governments. 
The economy is recovering and resilient – job growth and Obama’s statements

Associated Press Online 11 (By JEANNINE AVERSA, AP Economics Writer, May 7, “Businesses now hiring at fastest pace since 2006”, lexis) WSX

American companies are on a hiring spree. Businesses delivered a jolt of strength to the economy by creating 268,000 jobs in April, the biggest monthly total in more than five years. The gains were solid across an array of industries, even beleaguered construction.

It was the third month in a row of at least 200,000 new jobs. The private sector has added jobs for 14 consecutive months. Even a slight rise in the unemployment rate to 9 percent appears to be a quirk.

The job growth was better than economists expected and perhaps the strongest sign yet that what they call a "virtuous cycle" has taken hold: When people spend more, corporate earnings rise, leading to more hiring and then more spending.

Companies have added more than 200,000 jobs for three months in a row.

"This was really a good report because ultimately it is all about jobs," said Joel Naroff, president of Naroff Economic Advisors. "More and more, it is looking as if the recovery is on track despite the headwinds it is facing."

Those include higher prices for crude oil and gas. But energy prices fell sharply earlier this week, apparently reflecting lower consumption in the United States and a stronger dollar. Analysts think the price of gas may have peaked for the summer at about $4 a gallon.

The rise in the unemployment rate, to 9 percent in April from 8.8 percent the month, was the first increase since November. But it appeared to be because of a temporary disparity in two surveys the government uses to track jobs.

Wall Street was pleased by Friday's report from the Labor Department. The Dow Jones industrials rose more than 150 points shortly after the opening bell. The Dow closed up 55 points, or 0.4 percent.

Businesses added jobs in April across the economy. Retailers, factories, financial companies, education, health care and the construction industry all reported gains.

And the government said the job gains it reported for March and February turned out to be even stronger than previously thought. Private employers have now added jobs for 14 straight months.

Economists say companies are paying for new hires by starting to spend some of the almost $2 trillion in cash that businesses stockpiled after the recession ended in June 2009. Analysts have said the use of corporate cash reserves is the most effective way to strengthen the job market.

Once again, governments at the federal, state and local levels all cut jobs 24,000 in April. Counting those cuts, the economy as a whole added 244,000 jobs last month. The private-sector job gains were the most since February 2006.

"It is a sigh of relief: Economic momentum has not been lost," said Sung Won Sohn, economist at California State University. He said he was surprised that energy prices hadn't scared businesses away from hiring more.

President Barack Obama, refocusing on the economy after a week in which the killing of Osama bin Laden had dominated his agenda, said the figures were a sign that "we are regaining our footing."

"We've made this progress at a time when our economy's been facing some serious headwinds," the president told workers at a transmission plant in Indiana. He cited high gas prices and the earthquake in Japan.

"There will undoubtedly be some more challenges ahead, but the fact is that we are still making progress," he said. "And that proves how resilient the American economy is, and how resilient the American worker is, and that we can take a hit and we can keep on going forward."

Average hourly earnings rose to $22.95 in April, up 2 cents from March. Pay gains are trailing inflation. Over the past year, wages have grown 1.9 percent, while inflation has come in at 2.7 percent.

There was no evidence that the disaster in Japan, which disrupted supplies of some car parts, led the U.S. auto industry to cut jobs last month. All three Detroit car companies have been hiring at factories and in engineering departments.

Among the companies using more of their cash to hire is Amazon.com. It's also spending more on new facilities, including plans to add 10 distribution centers this year. A warehouse in Washington state will create several hundred jobs, and a customer service center in West Virginia will add 200 jobs.

"We're just seeing tremendous growth, and because of that we're having to invest in a lot of capacity," Thomas Szkutak, Amazon's chief financial officer, said last week.

Even with last month's burst of hiring, 13.7 million people remained unemployed in April. That's double the number when the recession began in December 2007.

Including part-time workers who would rather be working full-time and people who have given up looking altogether, roughly 25 million are "underemployed." They represent 15.9 percent of the work force, the highest proportion since February.

The two surveys the government uses to gauge the job market can diverge sharply from time to time. That appeared to account for the increase in the jobless rate in April. The surveys tend to even out.

To calculate the number of jobs that companies have added or subtracted each month, the government surveys about 140,000 businesses and government agencies. That survey covers about a third of all workers in the United States.

For the unemployment rate, it calls about 60,000 households and asks people if they're working or looking for a job. This includes the self-employed, farm workers and domestic help people not counted in the first survey. In April, the number of farm workers who said they had a job fell sharply. Economists suspect that may have been because of bad weather that delayed planting.

It's typical in economic recoveries for the unemployment rate to bounce around sometimes rather than falling month after month. In fact, economists think the rate will probably rise further this summer because more people start looking for work and are counted as unemployed. By the end of the year, though, economists say the rate should be back under 9 percent.

Most analysts say the factors that held back overall economic growth at the start of the year, including higher gas prices and lower consumer spending, were probably temporary. They predict the economy, which has been expanding for almost two years now, will grow ever faster for the rest of the year.

Retailers reported strong April sales, partly because Easter fell later than usual but also because people appear to be more willing to spend. Auto companies say sales are brisk. And factories have expanded production this year at the fastest pace in a quarter-century.

Nigel Gault, an economist at IHS Global Insight, cautioned that hiring could slow in the coming months, as suggested by a big increase in first-time applications for unemployment benefits over the past month.

But the job gains of the past three months, which average 233,000 for the government and private sector combined, show "good momentum that should allow the economy to absorb the twin shocks from the Middle East and Japan without too much damage," Gault said. 

deficit spending good for econ
Deficit spending acts as a stimulus for economic growth

Chicago Sun-Times 5/12/94 (lexis)
A veteran Northwestern University economist, Eisner worries that the government is acting too aggressively to cut the federal deficit. 

His recent book, The Misunderstood Economy (Harvard Business School Press), makes a case for deficit spending when it promotes economic growth.

Eisner is a past president of the American Economic Association and he has just received the annual award of the international economics honor society, Omicron Delta Epsilon.

In the book, Eisner argues that deficit spending on the part of the federal government is a plus for the economy, not a threat, even though he leads off his opening chapter with a quote from James Madison: "A public debt is a public curse." And another one from Thomas Jefferson, wishing for a constitutional amendment "taking from the federal government the power of borrowing."

By Chapter 5, Eisner cites the great British economist John Maynard Keynes to support the idea that deficits can benefit the economy. He also quotes Dwight Eisenhower supporting the full use of the federal government's "power" and credit to make sure the country never again suffers another Great Depression.

Much of what is written and said about the damage done by federal budget deficits "is sheer nonsense," Eisner writes. The nonsense, he writes, starts with the idea that the federal government will one day go bankrupt if deficits continue to build up. It is nonsense because the government "can simply print the money needed."

The book makes it evident that Eisner loves to teach. He tackles the idea that the interest the government pays on the national debt can eventually wreck the economy.

More nonsense, he writes. Actually, the interest on the debt comes to less than 3 percent of gross domestic product, and most of the interest -- spendable money -- ends up in the pockets of the middle class via pension funds and other savings vehicles.

As Eisner points out, government spending is financed by taxes and deficits. The good professor prefers deficits. When you and I and our employers pay taxes, all we have to show for it is a piece of paper, a form showing taxes paid.

At best, deficit spending may reward us with spendable interest payments. All economic theory and all evidence indicate, Eisner writes, that people with more income and wealth spend more, to the benefit of the economy.

Today Eisner is worried about twin trends that seem to run counter to the main thesis of his book.

In Washington the talk is of reduced federal spending and balanced budgets and higher interest rates. All translate to less spending, public and private, and less support for the national economy.
Deficit spending acts as an economic stimulus

New Straits Times 1/19/03 (lexis)
"Pump priming" in simple economic language means the Government spending more to stimulate a sluggish economy.

This is usually done by spending on infrastructure projects and social services, where the money that a Government spends flows down to the contractors, the workers and eventually circulates among the consumers.

Renowned economist Maynard Keynes first proposed this policy as a means to get a sluggish economy out of a recession.

Central to this measure is the practice of Government budget deficit financing, where in order to fund the projects the Government has identified, it borrows, resulting in higher debts and a budget where revenue lags behind expenditure.

This is what Governments in many countries, including the United States, Singapore, China, Thailand, Indonesia, Britain and Malaysia, are presently doing.

Even the World Bank and the International Monetary Fund are today advocating the use of budget deficit financing to revive a sluggish economy.
Federal deficit spending almost always generates economic growth

Hoff and Shreve 03 (Derek and David, Fellow @ Miller Center of Public Affairs + Asst Prof @ UVA, AScribe Newswire, 9/26, lexis)
The "kind of demand we need" is that generated by middle-income and working-class prosperity. In clear terms, Clark reminded us that America is most prosperous when it adheres to its 70-year tradition of modest redistribution from the wealthy to everyone else. Taxes are not only the price we pay for civilization, but when levied primarily on those who can most afford them-and combined with public spending that benefits middle-income and working-class Americans-they also generate economic growth.

As John Maynard Keynes explained in his path-breaking 1936 book, "The General Theory of Employment, Interest, and Money," the rich spend a smaller proportion of their income than do the poor, so a modest top-down redistribution of income places more money into the hands of individuals most likely to spend it. In turn, this enhanced purchasing power-the "kind of demand we need"-drives economic growth, ultimately rewarding the wealthy with rising profits and income in exchange for their willingness to be taxed.

It isn't class warfare if everybody wins.

As Keynes also noted, federal deficit spending almost always generates economic growth by putting more money into the economy than it removes. As a generally positive force that increases the rate of redistribution, deficits can mask the ill effects of policies that favor the wealthy. George W. Bush has embraced them for this reason.
Federal spending acts as an economic stimulus—Reagan experience proves

Financial Post 11/16/96 (lexis)
Frum confuses cause and effect. He credits tax cuts as the sole explanation for sound economic growth in the U.S. in the 1980s, while assuming that the high level of government spending during the same period was merely an unfortunate nuisance along the road to economic prosperity.

This ignores the fact that U.S. economic growth under Reagan was greatly enhanced because of deficit spending, rather than in spite of it. It may be folly to believe that tax cuts alone can drive economic growth, without the stimulative aid of high government spending, which was the hallmark of the Reagan years.

Perhaps today's policy-makers should take heed from the U.S. experience: Voodoo Economics may work, so long as they are supported by good old Keynesian pump-priming.
Deficit spending helps the economy 

Stiglitz 04 (2004, Joseph Stiglitz, recipient of the 2001 Nobel Prize for Economics, a Professor of economics at Columbia University, Chairman of the President's Council of Economic Advisers during the Clinton Administration, Chief Economist and Vice President for Development of the World Bank, The Economists’ Voice, Vol. 1 issue 1, “The Parties’ Flip-Flops on Deficit Spending: Economics or Politics?” http://ic.ucsc.edu/~fravenna/econ100n/ReadingStiglitz.pdf) 

When Economists Agree Deficit Spending Works: To Correct Lack of Demand Indeed, this cynicism ignores a half-century of economic science — one result of which has been that there is an overwhelming consensus among economists about a few basic propositions. And one area of such consensus involves the key circumstances when deficits matter, and when they do not. Suppose the economy is operating below its potential — say, because of a lack of aggregate demand. In that case, an increase in aggregate demand can help the economy. And deficits normally increase demand. That's because the government is spending more money, or because low taxes encourage increased consumer spending — or both. Keynes made this point clear a long time ago — and he is still correct. No wonder, then, that the IMF’s imposition of fiscal stringency in East Asia and Latin America — when those countries already faced a downturn — was a disaster. The IMF policy had the predictable consequence of making the economic downturns worse, turning downturns into recessions, and recessions into depressions. The right prescription for the affected countries was not balancing the budget, but running a temporary deficit to stimulate the economy — as Keynes knew. 

Spending cuts NOW undermine future economic recovery efforts
Irwin 11 – writes about economics and the Federal Reserve for The Washington Post (Neil, June 7, “Bernanke: Economy can withstand recent setbacks”, http://www.washingtonpost.com/business/economy/deficit-must-fall-to-prevent-economic-crisis-bernanke-warns/2011/01/07/ABZv6jD_story.html) 

The recent slowdown in the U.S. economy is being driven by temporary factors, and growth is likely to accelerate later in the year, Federal Reserve Chairman Ben S. Bernanke said Tuesday.

The Fed chairman gave no indication that signs of economic weakness over the past few weeks, including a disappointing report on the job market Friday, will lead the central bank to consider new steps to try to boost growth, such as a third round of injecting billions into the economy by buying Treasury bonds.

Rather than suggest the Fed might ease its monetary policy further — a controversial program announced in November is set to expire this month — Bernanke in effect argued that the things holding back the U.S. economy will not be fixed by the central bank printing even more money.

“The U.S. economy is recovering from both the worst financial crisis and the most severe housing bust since the Great Depression, and it faces additional head winds ranging from the effects of the Japanese disaster to global pressures in commodity markets,” Bernanke said at the International Monetary Conference in Atlanta. “In this context, monetary policy cannot be a panacea.” 

William C. Dudley, president of the Federal Reserve Bank of New York, gave a separate speech Tuesday evening that articulated a related idea — that the United States needs fundamental, structural changes to make the economy poised for stronger growth. He was a strong internal advocate of earlier rounds of bond pur­chases, or quantitative easing, but in Tuesday’s speech did not advocate for expanding that strategy.

“We, as a nation, have to take steps that facilitate the needed structural adjustment of U.S. economic activity that will position us to thrive in the next chapter of global economic transformation,” Dudley said at the Foreign Policy Association Corporate Dinner in New York. “We need to make sure that the next business cycle will be more sustainable than the last, which was built on an unstable foundation of asset price gains, easy credit and outsized financial-sector profits.”

Both speeches reflect a growing sense within the Federal Reserve that the central bank has done about all it can to try to support the economy. The Fed’s main policy tool of monetary policy can help economic growth by making more money available to households and businesses to borrow at cheaper interest rates; by keeping prices for other assets, such as the stock market, high; and by decreasing the value of the dollar on international currency markets.

By those measures, the economy should be doing great. Banks and corporations are sitting on trillions of dollars in extra cash, interest rates are low for all sorts of borrowers and stock prices have risen steadily for nine months. The Fed’s strategy of keeping its target interest rate near zero and buying $600 billion in bonds, expiring in June, has worked in some narrow sense but hasn’t been enough to create jobs in any large numbers.

That being the case, Fed officials are unconvinced that the tools they have available, such as a third round of bond purchases, or QE3, would create meaningful economic improvement.

That's not to say they are crowing about the economic situation.

“U.S. economic growth so far this year looks to have been somewhat slower than expected,” Bernanke said in his comments. “A number of indicators also suggest some loss of momentum in the labor market in recent weeks.”

But Bernanke said he views the causes as partly temporary, suggesting that momentum will accelerate as the year progresses. “With the effects of the Japanese disaster on manufacturing output likely to dissipate in the coming months, and with some moderation in gasoline prices in prospect, growth seems likely to pick up in the second half of the year.”

The economic recovery is proceeding at a rate that is “frustratingly slow from the perspective of millions of unemployed and underemployed workers,” he said.

Bernanke did offer a warning — that seemed to be aimed at some Republicans in Congress — that cutting federal spending too quickly could undermine growth.

“If the nation is to have a healthy economic future, policymakers urgently need to put the federal government’s finances on a sustainable trajectory,” he said. “But, on the other hand, a sharp fiscal consolidation focused on the very near term could be self-defeating if it were to undercut the still-fragile recovery.” 

