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The economy is recovering now – all major indicators are on track

Kroneberg, 6-13-12 Editor of the Boston Herald (Jerry, "Expert: Don't worry, economy's OK", The Boston Herald, June 13, 2012, http://www.bostonherald.com/business/general/view/20220613expert_dont_worry_economys_ok_mfs_guru_sees_no_signs_of_double-dip_recession_or_bursting_bubbles/srvc=home&position=also)//SP

The U.S. economy shows no signs of a double-dip recession — in fact, we’re probably only halfway into a growth phase, Hub financial giant MFS Investment Management said. “(Corporate) margins, profits as a percentage of gross domestic product and the trajectory of profit growth still suggest that the U.S. (expansion) cycle is intact,” MFS Chief Investment Strategist James Swanson said in releasing the firm’s semiannual “Investment Outlook.” The expert said the U.S. economy has been growing for only three years since the Great Recession officially ended in June 2009. That’s about half the length of a typical post-World War II expansion. Swanson added that none of the things that usually cause recessions — soaring oil prices, Federal Reserve interest-rate hikes or an investment bubble that’s about to pop — are on the horizon. “I can’t identify a bubble in housing, I can’t identify a bubble in the stock market, the Fed has had no interest-rate increase for two years and oil (prices are) going down,” he said. Swanson believes the U.S. economy is staying on track partly because slow wage growth and increased worker productivity are helping American businesses compete in the global marketplace. “Labor (expenses) as a share of the economy have not kept pace, but this has allowed the United States on the manufacturing/export side to be very, very competitive,” he said. The economist said U.S. workers are making up for weak pay gains by putting in more hours, thus boosting their overall wages. He said that’s helping prop up consumption — good news in an economy where consumer spending accounts for 70 percent of all activity. “Longer hours (and slightly higher) wages are a source of much of the income being used by the consumer,” Swanson said. He added that the Great Recession has left homes, cars and other big-ticket items close to or at their most-affordable levels ever. As a result, consumers have kept on buying things without taking on additional debt — a good long-term sign for the economy, Swanson said. “(Growth) is organic and sustainable,” he said. “It’s not being fueled by debt spending at the corporate or consumer level.” And in a good sign for future investment gains, Swanson said the Standard & Poor’s 500 index has risen just 95 percent since the recession ended. That’s half the boost historically seen during growth periods.
But, fiscal discipline is on the brink – the plan threatens the US credit rating 

Horowitz 12 – Jed, Senior Correspondent at Thomson Reuters (“U.S. rating faces 2013 cut if no credible plan: Fitch”, Reuters, 06/07/12, http://www.reuters.com/article/2012/06/07/us-usa-rating-fitch-idUSBRE8560YL20120607)/CP
Fitch Ratings reiterated on Thursday it would cut its sovereign credit rating for the United States next year if Washington cannot come to grips with its deficits and create a "credible" fiscal consolidation plan. "The United States is the only country (of four major AAA-rated countries) which does not have a credible fiscal consolidation plan," and its debt-to-GDP ratio, or how much debt it has relative to the size of the economy, is expected to increase over the medium term, Ed Parker, sovereign ratings analyst, told a Fitch conference in New York. Lower credit ratings typically lead to higher borrowing costs, putting more strain on government balance sheets already straining to cut spending without sending their economies into a tailspin. Fitch revised down its credit outlook for the United States to negative in November from stable after a special congressional committee failed to agree on at least $1.2 trillion in deficit-reduction measures. At the time it said there was a chance for a U.S. downgrade in 2013, saying the failure of the committee increases the fiscal burden on the next administration. The U.S. economy's growth rate in the first quarter was revised down last month to 1.9 percent from a prior estimate of 2.2 percent as businesses restocked shelves at a moderate pace and government spending declined sharply. It grew 3.0 percent in the fourth quarter of 2011.

<<INSERT SPECIFIC SPENDING LINK>>

Perception of fiscal discipline is key – excessive deficit spending will destroy the perception of the dollar and collapse the global economy
Bergsten 2009  – 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 (“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.

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

Less intuitive is how periods of economic decline may increase the likelihood of external conflict. Political science literature has contributed a moderate degree of attention to the impact of economic decline and the security and defence behaviour of interdependent states. Research in this vein has been considered at systemic, dyadic and national levels. Several notable contributions follow.

First, on the systemic level, Pollins (2008) advances Modclski and Thompson's (1996) work on leadership cycle theory, finding that rhythms in the global economy are associated with the rise and fall of a pre-eminent power and the often bloody transition from one pre-eminent leader to the next. As such, exogenous shocks such as economic crises could usher in a redistribution of relative power (see also Gilpin, 1981) that leads to uncertainty about power balances, increasing the risk of miscalculation (Fearon. 1995). Alternatively, even a relatively certain redistribution of power could lead to a permissive environment for conflict as a rising power may seek to challenge a declining power (Werner, 1999). Separately, Pollins (1996) also shows that global economic cycles combined with parallel leadership cycles impact the likelihood of conflict among major, medium and small powers, although he suggests that the causes and connections between global economic conditions and security conditions remain unknown.

Second, on a dyadic level, Copeland's (1996. 2000) theory of trade expectations suggests that 'future expectation of trade' is a significant variable in understanding economic conditions and security behaviour of states. He argues that interdependent states are likely to gain pacific benefits from trade so long as they have an optimistic view of future trade relations. However, if the expectations of future trade decline, particularly for difficult  to replace items such as energy resources, the likelihood for conflict increases, as states will be inclined to use force to gain access to those resources. Crises could potentially be the trigger for decreased trade expectations either on its own or because it triggers protectionist moves by interdependent states.4

Third, others have considered the link between economic decline and external armed conflict at a national level. Blomberg and Hess (2002) find a strong correlation between internal conflict and external conflict, particularly during periods of economic downturn. They write:

The linkages between internal and external conflict and prosperity are strong and mutually reinforcing. Economic conflict tends to spawn internal conflict, which in turn returns the favour. Moreover, the presence of a recession tends to amplify the extent to which international and external conflicts self-reinforce each other. (Blomberg & Hess, 2002. p. 89)

Economic decline has also been linked with an increase in the likelihood of terrorism (Blomberg. Hess. & Weerapana. 2004). which has the capacity to spill across borders and lead to external tensions.

Furthermore, crises generally reduce the popularity of a sitting government. 'Diversionary theory' suggests that, when facing unpopularity arising from economic decline, sitting governments have increased incentives to fabricate external military conflicts to create a 'rally around the flag' effect. Wang (1990, DeRouen (1995). and Blomberg, Hess, and Thacker (2006) find supporting evidence showing that economic decline and use of force are at least indirectly correlated. Gelpi (1997), Miller (1999), and Kisangani and Pickering (2009) suggest that the tendency towards diversionary tactics are greater for democratic states than autocratic states, due to the fact that democratic leaders are generally more susceptible to being removed from office due to lack of domestic support. DeRouen (2000) has provided evidence showing that periods of weak economic performance in the United States, and thus weak Presidential popularity, are statistically linked to an increase in the use of force.

In summary, recent economic scholarship positively correlates economic integration with an increase in the frequency of economic crises, whereas political science scholarship links economic decline with external conflict at systemic, dyadic and national levels.' This implied connection between integration, crises and armed conflict has not featured prominently in the economic-security debate and deserves more attention.

This observation is not contradictory to other perspectives that link economic interdependence with a decrease in the likelihood of external conflict, such as those mentioned in the first paragraph of this chapter.

Those studies tend to focus on dyadic interdependence instead of global interdependence and do not specifically consider the occurrence of and conditions created by economic crises. As such, the view presented here should be considered ancillary to those views.
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Consumer confidence high now – key to U.S. economy
Kowalski 12 – Alex, Economy Reporter at Bloomberg News (“Consumer Sentiment In U.S. Climbs To Highest Since 2007”, Bloomberg News, 05/25/2012, http://www.bloomberg.com/news/2012-05-25/consumer-sentiment-in-u-s-climbs-to-highest-since-2007.html)
Consumer confidence rose in May to the highest level since October 2007 as Americans became more upbeat about the prospects for employment. The Thomson Reuters/University of Michigan final index of sentiment climbed to 79.3, the ninth straight increase, from 76.4 the prior month. The gauge was projected to hold at the preliminary reading of 77.8, according to the median forecast of economists surveyed by Bloomberg News. The Michigan survey’s index of current conditions, which reflects Americans’ perceptions of their financial situation and whether they consider it a good time to buy big-ticket items like cars, rose to 87.2, the strongest since January 2008, from 82.9 the prior month. “This is telling us the consumer is feeling OK,” said Robert Brusca, president of Fact & Opinion Economics in New York, who projected a final reading of 78.5 in May. “There seems to be enough real improvement in the job market for confidence to be increasing. When confidence readings increase, you can be pretty sure consumer spending numbers will go up.” The unemployment rate slid to 8.1 percent in April, the lowest level since January 2009, Labor Department figures showed this month.
US economy gradually picking up – manufacturing 
BBC Business 6/6 – (“US economy picking up, says Beige Book survey”, BBC News: Business, June 6, 2012, http://www.bbc.co.uk/news/business-18347018//AS)

The US central bank said its regular Beige Book survey of the economy showed growth rose over the past two months. The Federal Reserve said it suggested economic growth remained positive.

There have been worries about the US economy running out of steam after a key jobs report last week showed fewer people than expected joined the workforce. The Beige Book canvasses opinion from businesses across the US for the Federal Reserve eight times a year. It is used by the Federal Reserve to help set monetary policy. The central bank said: "Reports from the twelve Federal Reserve Districts suggested overall economic activity expanded at a moderate pace during the reporting period from early April to late May.”Manufacturing continued to expand in most districts. Consumer spending was unchanged or up modestly. New vehicle sales remained strong and inventories of some popular models were tight." Only one of the 12 districts, Philadelphia, reported slower growth since the last report. The previous report, released on 11 April, described growth in more muted language, saying it was "modest to moderate". Federal Reserve President Ben Bernanke, will give evidence before a congressional committee on Thursday where his comments will be closely watched for clues as to how he and his fellow committee members may act when they next meet to set monetary policy in two weeks' time. Last week's non-farm payroll figures showed only 69,000 more hirings over the month, around half the level expected, and had raised fears that the US economy was slowing down. But many economists think the hiring rate has simply fallen because employment levels were higher than normal in winter as a result of the mild weather. 

The U.S. economy is in a period of growth – GDP growth is up
 Censky 2012. Censky works as a reporter at CNNMoney, where she cover news about the job market, Federal Reserve policy, income inequality, and a wide range of other economic issues. (Annalyn Censky, "U.S. economy growing faster, but still struggling", CNN Money, January 27, 2012, http://money.cnn.com/2012/01/27/news/economy/gdp_growth/index.htm) NVG. 
The United States economy picked up speed at the end of 2011 as businesses substantially built up their inventories and consumers increased their spending. Gross domestic product, the broadest measure of the nation's economic health, grew at a 2.8% annual rate in the last three months of the year, the Commerce Department said. While that's a major improvement from 1.8% in the prior quarter, and the fastest since the second quarter of 2010, it still fell short of economists' expectations of 3.2% and sent stock futures falling. While the number appeared to come in strong, there were still signs of overall weakness, and economists remain cautious about the outlook for the economy. One reason is that the bulk of the growth came from just one area: businesses building up their stock of goods. Private businesses increased inventories $56 billion in the fourth quarter, following a decrease of $2 billion in the third quarter. An increase on that front can be seen as a double-edged sword. On one hand, it can be a sign of confidence in the economy. When firms predict greater purchases in the future, they build up their inventories. On the other hand, if consumers don't end up buying as much as firms had hoped, that can be a drag on GDP. "How much of the inventory increases were intended and how much were unintended? " said Bruce Yandle, an economics professor at the Mercatus Center at George Mason University. "There may be something here to be concerned about." After subtracting the change in private inventories from the data, the report showed GDP grew 0.8% in the fourth quarter, compared with 3.2% in the third. Consumer spending picked up to a 2% annual rate from 1.7% in the prior quarter. While the quarter included holiday spending, the government adjusts the GDP figures to try to account for seasonal trends. Meanwhile, business investment in equipment and software, which had been a strong driver of growth earlier in the year, slowed in the quarter. Cuts in state and local government dragged on economic growth for the sixth quarter in a row. While economic growth overall picked up at the end of 2011, doubts remain about whether the recovery can keep building momentum. "This will be the strongest gain in GDP as the economy is likely to return to a 2% to 2.5% pace for the year ahead," John Silvia, Wells Fargo chief economist, said in a note. For the full year, GDP grew 1.7% in 2011, a substantial slowdown from 3% growth in 2010. The report comes just two days after the Federal Reserve lowered its outlook for the economy in 2012. The central bank expects the economy to grow between 2.2% and 2.7% this year. 

Perceptions of economy are strong and improving 

Mellman 3-20-12 - President of The Mellman Group, (Mark, "Economy improving, not yet better", The Hill, March 20, 2012, http://thehill.com/opinion/columnists/mark-mellman/217163-economy-improving-not-yet-better-)//SP
Don't confuse momentum with levels. Both are important and sometimes they tell different stories, leading to divergent strategies. Voters are increasingly coming to realize the economy is improving. However, they still think it's pretty lousy. So, anxious as Democrats might be to hail the solid economic growth, exercise caution. Economic triumphalism can lead to voters deciding candidates are out of touch--or worse. Make no mistake, evaluations of the economy are improving--and that momentum is psychologically and politically significant. The broadest consumer confidence indexes point to the change: Bloomberg's Consumer Comfort index is up 20 points from its low in October 2011. Improvement is also evident in responses to a host of specific questions posed about the nation and individuals. In Gallup data, belief the economy is growing surged 33 points since 2008. According to Quinnipiac, the number saying the economy is in recession tumbled 13 points from its 2010 high. Pew found the number saying the economy is recovering up 15 points from 2010, while the number rating the economy as "poor" is down 13 points from its high. ABC/Washington Post pollsters put the question in more personal terms, asking whether the respondent had begun to see an economic recovery "in terms of your own personal experience." Positive impressions rose 13 points from the low. Even Fox joined in, with 58 percent saying they had begun to see improvement. Gallup recorded an 11-point jump in the number, saying it is a good time to look for a quality job. Before anyone starts popping champagne corks, however, recognize that these nearly uniform positive changes mask still rather dismal assessments. Yes, the number perceiving a recovery went up, but half the country does not even see the start of improvement. The number who see the economy growing grew, but still, 59 percent sense a slowdown, a recession or even a depression. In response to a simple yes/no question, two-thirds still tell Quinnipiac we are in a recession. While the number saying it is a good time to look for a quality job is at its highest level since September 2008, just 19 percent hold that view, whereas 78 percent maintain it's a bad time to look for a good job. Pew finds only 11 percent rating the economy positively--89 percent are negative, with 43 percent rating the economy "poor." Consumer confidence indexes paint the same picture. Bloomberg's is "up" to -34, a lot worse than the -5 posted as we went into the 2004 election. All this makes life complicated for Democratic politicians, especially for incumbents anxious to exclaim, "It's working!" Even though voters still blame President Bush over President Obama for our economic problems by a whopping 26-point margin, Pew found only a third accepted the proposition that the president's economic policies had improved the economy, while a very slightly larger 35 percent maintained those policies made things worse (the rest see no impact). Parading up and down the campaign trail proclaiming, "It's working; the economy is improving" when most remain mired in misery is more likely to lead voters to decide the politician making those claims is out of touch with reality than to conclude they have been wrong about their own economic experiences. Telling people they are better off than they feel rarely assuages their concerns. With luck, improvement will continue, despite storm clouds abroad. Talking up the economy has benefits, but Democrats must walk a delicate tightrope between cheerleading and empathizing, between explaining the facts and feeling the pain, between claiming success and demanding more be done. The momentum of public attitudes is strong and positive, but we have not yet reached the economic Promised Land.

Americans positive about U.S. economy; economy shows signs of improvement 

Lange and Schnurr 5-12-12 - Reuters journalists (Jason and Leah, "Americans upbeat on economy", The Gazette, May 12, 2012, http://proxy.lib.umich.edu/login?url=http://search.proquest.com.proxy.lib.umich.edu/docview/1013651877?accountid=14667)//SP
U.S. consumer sentiment rose to its highest level in more than four years in early May as Americans were upbeat about the job market and buying plans improved, a survey showed on Friday, offering an encouraging sign for the economic recovery. Separate data earlier in the day showed U.S. producer prices unexpectedly fell in April as energy costs dropped the most in six months, a sign of easing inflation pressures that could give the Federal Reserve more room to help the economy should growth weaken. The Thomson Reuters/ University of Michigan's preliminary May reading on the overall index on consumer sentiment improved to 77.8 from 76.4 in April, topping forecasts for a small decline to 76.2. It was the highest level since January 2008. Consumers were only slightly more optimistic about declines in the unemployment rate than they were a year ago, with only one in four expecting it to fall in the year ahead. Employers cut back on hiring in April and March after an acceleration at the start of the year. April's unemployment rate eased to 8.1 per cent as more people dropped out of the workforce. In a potential harbinger of increased spending, consumers' buying plans for vehicles and durable goods improved at the beginning of the month, with 65 per cent saying buying conditions were favourable. After a run-up at the start of the year, gasoline prices have pulled back in recent weeks, providing more breathing room for stretched consumers, and the survey found no further gains in prices were expected in the year ahead. Survey director Richard Curtin said that while the lower gasoline prices are good news for consumers, he expects the sentiment index will likely be stuck around current levels until the U.S. presidential election in November. A number of Fed officials appear loath to take further action to help the economy, with some arguing the central bank needs to get ready to begin withdrawing its extraordinary stimulus. The Fed has maintained since January that it expects economic conditions to warrant holding interest rates near zero through at least late 2014. A report on consumer prices due next week is expected to give further signs that inflation is ebbing. The consumer sentiment report showed Americans' inflation expectations continued to ease after a run-up in March. The one-year inflation expectation fell to 3.1 per cent from 3.2 per cent, though the five-to-10-year outlook edged up to 3.0 per cent from 2.9 per cent. "This is good news for the Fed. It gives them still room (to) maneuver in the year ahead," Richard Curtin told Reuters Insider. Wholesale prices excluding volatile food and energy costs rose in line with economist' expectations, up 0.2 per cent after March's 0.3 per cent gain.

U.S. economy still weak, but recovering due to manufacturing success- investors begin to shift money into stocks and increase hiring rate

Rugaber 2012- Associated Press Economics writer (Christopher, “Manufacturing growth a good sign for U.S. economy,” Associated Press, May 1, 2012, http://www.statesman.com/business/manufacturing-growth-a-good-sign-for-u-s-2335154.html)//KC

WASHINGTON — U.S. manufacturing grew last month at the fastest pace in 10 months, suggesting that the economy is healthier than recent data had indicated. New orders, production and a measure of hiring all rose. The April survey from the Institute for Supply Management was a hopeful sign ahead of Friday's monthly job report and helped the Dow Jones industrial average end the day at its highest level in more than four years. The trade group of purchasing managers said Tuesday that its index of manufacturing activity reached 54.8 in April, the highest level since June. Readings above 50 indicate expansion. The sharp increase surprised analysts, who had predicted a decline after several regional reports showed that manufacturing growth weakened last month. The gain led investors to shift money out of bonds and into stocks. The Dow Jones industrial average added 66 points to reach 13,279, its best close since Dec. 28, 2007. Broader indexes also surged. The ISM manufacturing index is closely watched in part because it's the first major economic report for each month. April's big gain followed a series of weaker reports in recent weeks showing that hiring slowed, applications for unemployment benefits rose and factory output dropped. "This survey will ease concerns that the softer tone of the incoming news in recent months marked the start of a renewed slowdown in growth," Paul Dales, an economist at Capital Economics, said in a note to clients. "We think the latest recovery is made of sterner stuff, although we doubt it will set the world alight." The latest reading is well above the recession low of 33.1 and above the long-run average of 52.8. But it's still below the pre-recession high of 61.4. Dan Meckstroth, chief economist at the Manufacturers' Alliance, said that in the past 20 years, the index has been at or above 54.8 only one-third of the time. A measure of employment in the ISM survey rose to a 10-month high, indicating that factories are hiring at a solid pace. A gauge of new orders jumped to its highest level in a year. That could signal faster production in the coming months. Export orders also rose, offsetting worries that weaker economies in Europe and China could hurt U.S. exports. A separate report showed that China's factory sector is still growing. A survey of purchasing managers there found that the manufacturing sector expanded for the fifth straight month in April. Rich Bergmann, managing director of Accenture's global manufacturing practice, said large manufacturers are driving U.S. growth. They are pushing their suppliers to boost output, which has led many to hire more workers. Large companies are also helping smaller companies in their supply chain by guaranteeing a certain level of orders or helping smaller companies obtain financing to expand, Bergmann said.

According to forecasts, the US economy is not at risk.

Rugaber ’12 – Huffington Post Business Reporter (Christopher S., “Economy Recovering More Strongly Than Economists Expected: AP Survey”, Huffington Post, 3/6, http://www.huffingtonpost.com/2012/03/06/economy-recovering-more-strongly-economists-expected_n_1323425.html)//MZ

The U.S. economy is improving faster than economists had expected. They now foresee slightly stronger growth and hiring than they did two months earlier – trends that would help President Barack Obama's re-election hopes. Those are among the findings of an Associated Press survey late last month of leading economists. The economists think the unemployment rate will fall from its current 8.3 percent to 8 percent by Election Day. That's better than their 8.4 percent estimate when surveyed in late December. By the end of 2013, they predict unemployment will drop to 7.4 percent, down from their earlier estimate of 7.8 percent, according to the AP Economy Survey. The U.S. economy has been improving steadily for months. Industrial output jumped in January after surging in December by the most in five years. Auto sales are booming. Consumer confidence has reached its highest point in a year. Even the housing market is showing signs of turning around. "The economy is finally starting to gain some steam, with consumers and businesses more optimistic about prospects in 2012," said Chad Moutray, chief economist at the National Association of Manufacturers. On Friday, the government will issue the jobs report for February. Economists expect it to show that employers added a net 210,000 jobs and that the unemployment rate remained 8.3 percent. The AP survey collected the views of a two dozen private, corporate and academic economists on a range of indicators. Among their forecasts: Americans will save gradually less and borrow more, reversing a shift toward frugality that followed the financial crisis and the start of the Great Recession. Obama deserves little or no credit for declining unemployment. Only one of the 19 economists who answered the question said Obama should get "a lot" of credit. They give most of the credit to U.S. consumers, who account for about 70 percent of economic growth, and businesses.  The economy has begun a self-sustaining period in which job growth is fueling more consumer spending, which should lead to further hiring.  European leaders will manage to defuse their continent's debt crisis and prevent a global recession. But the economists think Europe's economy will shrink for all of 2012.  The economy will grow 2.5 percent this year, up from the economists' earlier forecast of 2.4 percent. In 2011, the economy grew 1.7 percent. The brighter outlook for jobs follows five straight months of declining unemployment. Employers added more than 200,000 net jobs in both December and January. The unemployment rate is at its lowest level in nearly three years. One reason the rate has fallen so fast is that fewer out-of-work Americans have started looking for jobs. People out of work aren't counted by the Labor Department as unemployed unless they're actively seeking jobs. Many economists have been surprised that the stronger economy hasn't led more people without jobs to start looking for work. If many more were looking, the unemployment rate would likely be higher. Manufacturers have been hiring more consistently than other employers. Moutray expects factory output to rise 4 percent this year, better than in 2011. Manufacturers will have to continue hiring to keep up with demand, he said. That will help lower the unemployment rate to 8 percent by Election Day, he predicts. "Manufacturers are relatively upbeat about production this year," Moutray said. That will require expanding factories and buying more machinery. "All that plays into a better year than some people might have been expecting," he added. The economists forecast that employers will add nearly 1.9 million jobs by Election Day, up from their December projection of nearly 1.8 million. But Mike Englund of Action Economics is among those who noted that the declining unemployment is due, in part, to fewer people seeking work. Millions of those out of work remain too discouraged to start looking again, or, in the case of many young adults, haven't begun to do so. "Most of this recent drop in the unemployment rate is due to a mass exodus" from the work force, Englund said. The economy still has about 5.5 million fewer jobs than it did before the recession began in December 2007. Still, the falling unemployment rate appears to be raising the public's view of Obama's economic stewardship. In an Associated Press-GfK poll last month, 48 percent said they approved of how Obama was handling the economy, up 9 points from December. And 30 percent of Americans described the economy as "good" – a 15-point jump from December and the highest level since the AP-GfK poll first asked the question in 2009. The U.S. economy remains under threat from Europe's debt crisis. But those concerns have eased, the AP survey showed. Several economists credited the European Central Bank's move to provide unlimited low-interest loans to banks with helping prevent an international crisis "Time fixes all wounds," said Marty Regalia, chief economist at the U.S Chamber of Commerce. "Europe didn't come apart at the seams, and we haven't fallen into the abyss. Every day ... it becomes a little less likely that it will happen."
XT Investor Confidence

Investor confidence is stable and key to sustaining economy

Hersch, 4/4–(Warren, Reporter, “John Hancock Reports Rise in Investor Confidence”, LifeHealthPro, April 4, 2012, http://www.lifehealthpro.com/2012/04/04/john-hancock-reports-rise-in-investor-confidence)//AS)

Investors’ confidence rose during the first quarter of 2012, according to a new report.

John Hancock Financial Services, a unit of Manulife Financial Corporation, Toronto, disclosed this finding in a new John Hancock Investor Sentiment Index, a quarterly measure of investors’ views on investment choices, life goals, economic outlook and confidence in these areas. The index is derived from a quarterly poll of approximately 1,000 investors, and reflects the percentage of those who say they believe it is a “good” or “very good” time to invest, minus those who feel the opposite. The first quarter survey was conducted in late February of 2012. Investor sentiment improved to +21 in the first quarter of this year, compared with a score of +15 in the fourth quarter of 2011, the most substantial increase since the Index was started in early 2011, the report says.In a significant finding, more investors this past quarter believe they are in a better financial position today than they were two years ago (43% versus 33% in Q4 2011). Moreover, nearly 60% believe they will be in a better financial position looking ahead two years from now. Fueling the improvement this past quarter was a rise in positive attitudes toward investing in stocks and balanced mutual funds. Investors report optimism about equities and foresee market growth. The study says that more than half of investors are bullish on stocks (56%) and balanced mutual funds (54%). For those looking to invest in the market over the next six months, energy (55%), technology (53%) and healthcare companies (42%) lead the way. Investors are feeling optimistic as well about retirement products, with 77% saying it is a good time to contribute to 401(k) plans or IRAs. Two-thirds say they are likely to invest in a 401(k) plan within the next 12 months. Investors showed less confidence in fixed products. Nearly two-thirds believe it’s a bad time to be holding on to cash in the form of CDs, money market accounts and the like. For bonds, the views were mixed: Nearly thirty percent think it is a good time to buy bonds and a similar percentage (26%) saying it is a bad time to invest in them.  “Economic indicators suggest the internal dynamics of the U.S. economy look pretty good right now, and investors appear to be in sync with that,” says John Hancock Chief Economist Bill Cheney in a prepared statement. “Their optimism for equities and less positive attitude towards fixed products show that investors are gaining confidence that the country is starting to pull out of its economic downturn. They are beginning to consider taking action by moving their money from the sidelines and into the market.”

XT World Econ Yes

Squo solves - G-20 leaders are working with individual countries to stabilize tensions in event of economic crisis

The Hindu Business Line 2012- (“G-20 pledges to address global financial market tensions,” The Hindu Business Line, June 20, 2012, http://www.thehindubusinessline.com/industry-and-economy/economy/article3551401.ece?homepage=true&ref=wl_home)//KC
“Clearly, the global economy remains vulnerable, with a negative impact on the everyday lives of people all over the world, affecting jobs, trade, development, and the environment... We will act together to strengthen recovery and address financial market tensions,” said the declaration. Among other G-20 leaders, the Summit was attended by Prime Minister Dr Manmohan Singh who said that “my overall assessment of the meeting is that there was general agreement that policy in all countries must shift to strengthening growth... there was also general agreement that the most urgent problem we must tackle is to reduce uncertainty about the Euro zone.” India has committed $10 billion as part of the $75-billion pledged by the five-nation BRICS bloc to the strengthen IMF’s firepower to deal with the global crisis. On the issue of corruption, which is being raised by India at different global fora, the declaration called upon the members’ nations and other stakeholders to play an active role in combating the menace and deny safe havens to proceeds of such activities. “We renew our commitment to deny safe haven to the proceeds of corruption and to the recovery and restitution of stolen assets,” the declaration said. Corruption, it added, “impedes economic growth, threatens the integrity of markets, undermines fair competition, distorts resource allocation, destroys public trust and undermines the rule of law. We call on all relevant stakeholders to play an active role in fighting corruption.” Referring to trade issues, the G-20 leaders expressed “deep concern” about rising instances of protectionism and expressed their commitment for “open trade and investment, expanding markets and resisting protectionism in all its forms, which are necessary conditions for sustained global economic recovery, jobs and development. “We underline the importance of an open, predictable, rules-based, transparent multilateral trading system and are committed to ensure the centrality of the World Trade Organisation (WTO). Recognising the importance of investment for boosting economic growth, we commit to maintaining a supportive business environment for investors,” the declaration said. The declaration also expressed the commitment of the G-20 nations to reduce imbalances and strengthen public finances of deficit nations with sound and sustainable policies and moving toward greater exchange rate flexibility. The declaration said that the US will calibrate the pace of its fiscal consolidation by ensuring that its public finances are placed on a sustainable long-run path so that a sharp fiscal contraction in 2013 is avoided. G-20 members, it added, will remain vigilant of the evolution of oil prices and will stand ready to carry out additional actions as needed, including the commitment by producing countries to continue to ensure an appropriate level of supply consistent with demand. “We welcome Saudi Arabia’s readiness to mobilise, as necessary, existing spare capacity to ensure adequate supply. We will also remain vigilant of other commodity prices,” the declaration added. Integrity & stability Against the background of renewed market tensions, it said, the Euro Area members of the G-20 will take all necessary measures to safeguard the integrity and stability of the area, improve the functioning of financial markets and address financial sector problems. “The G-20 also welcomed the commitment by China to allow market forces to play a larger role in determining movements in the Remnimbi (RMB), continue to reform its exchange rate regime, and to increase the transparency of its exchange rate policy. On reforms of the IMF, the G-20 leaders agreed to complete the comprehensive review of the quota formula, to address deficiencies and weaknesses in the current quota formula, by January 2013 and to complete the next general review of quotas by January.

A2 Euro Collapse

Euro will stabilize – German coop

NYT 6/22

The New York Times (“A Small Stimulus for Europe”, NYT Online, 6/22/12, http://www.nytimes.com/2012/06/23/opinion/a-small-stimulus-for-europe.html)//DH

At the conclusion of the meeting of leaders from the Group of 20 largest economies early this week, participants said they were united in their efforts to promote growth and jobs. But no one was sure whether Angela Merkel, Germany’s chancellor and a champion of budget austerity, was ready to drop her opposition to more government spending to ease Europe’s debt crisis. Her agreement on Friday to a stimulus package worth up to 130 billion euros is a welcome sign that she might come around after all. And not a moment too soon. With Spain tottering, Italy is viewed as the next domino. On Thursday, Moody’s Investor Service downgraded 15 banks, including the five biggest ones in the United States and several in Europe. On Friday, new data indicated slippage in business confidence in Germany, presaging a slowdown or contraction there, if the euro crisis is not resolved soon. The new pact, forged at a meeting in Rome with Ms. Merkel and the leaders of France, Italy and Spain, mainly redirects existing funds into new projects. The package will not by itself alleviate deep downturns in Europe. It will, however, create “project bonds,” an idea promoted by the French president, François Hollande, in which the euro zone would provide credit to private contractors for job-creating infrastructure projects. Jointly backed project bonds could be a step toward commonly issued Eurobonds, a bold move that would ease borrowing costs for vulnerable European economies, which Germany has opposed. After the Rome meeting, Ms. Merkel also said the four leaders had agreed to seek a euro-zone financial transaction tax, which could be used to pay for bank rescues without more government borrowing. The tax is a sound idea and a challenge to Britain and the United States, which have balked at such taxes, even as bailed-out banks have reported profits and government budgets have deteriorated for lack of revenue. Still, the really difficult decisions lie ahead. Austerity agreements need to be softened to allow for growth measures to address high joblessness. Leaders must also accelerate the process of European institutional integration, including banking and fiscal union. There is no guarantee of success. But a change of tone and a few compromise gestures are as good a foundation as any for tackling the larger issues, beginning next week at the European Union summit meeting.

US fiscal credibility is key to sustaining the Euro

Kleine-Brockhoff, 6-21-2012 - enior transatlantic fellow at the German Marshall Fund of the United States, where he leads the EuroFuture Project. (Thomas, “Germany can't save Europe on its own”, CNN, 21 June 2012, http://www.cnn.com/2012/06/20/opinion/brockhoff-germany-euro/index.html)//ST
Merkel endorses core-federalism, at least in principle, but she certainly cannot deliver it alone. Germany may be a reluctant leader, but its followers are even more reluctant. Merkel needs to persuade France, the most sovereignist country in continental Europe, to trade its Gaullist vision of Europe for a more centralized version with some sovereignty moving from Paris to Brussels. She needs to reassure smaller nations that core-federalism is not the equivalent of neo-colonialism.

She needs to convince the southern periphery that joint debt and joint risk in Europe will mean joint control over the budget process, thereby limiting the reach of the nation state. And, finally, she needs to win over the Brits to play along with (rather than obstruct) a more centralized system of governance among the eurozone and even the EU countries that the Brits themselves likely will never join.

Rather than being made the villain, Merkel could use a little help from her friends across the Atlantic.

Brink

Economic growth is fragile – on the brink between continued growth and decline
Associated Press 6/20 – (“A look at how the Fed’s views on the US economy, unemployment and its next steps have changed”, The Washington Post, June 20, 2012 1:33 pm, http://www.washingtonpost.com/national/a-look-at-how-the-feds-views-on-the-us-economy-employment-and-spending-have-changed/2012/06/20/gJQAdeMYqV_story.html)//AS)

A comparison of the Federal Reserve’s statements from its two-day meeting that ended Wednesday and its meeting April 24-25: FUTURE ACTION: April: The Fed “is prepared to adjust (its) holdings as appropriate to promote a stronger economic recovery in a context of price stability.”June: Fed policymakers promise to take more steps, if needed, to assist both the economy and job market. The Fed “is prepared to take further action as appropriate to promote a stronger economic recovery and sustained improvement in labor market conditions in a context of price stability.”CURRENT ACTION: Then: The Fed “also decided to continue its program to extend the average maturity of its holdings of securities as announced in September.” Now: Fed policymakers will extend the program, known as Operation Twist, past its scheduled June 30 expiration: The Fed “also decided to continue through the end of the year its program to extend the average maturity of its holdings of securities.” UNEMPLOYMENT: Then: “Labor market conditions have improved in recent months; the unemployment rate has declined but remains elevated.” The Fed “anticipates that the unemployment rate will decline gradually.” Now: Fed policymakers are more bearish on employment: “Growth in employment has slowed in recent months, and the unemployment rate remains elevated.” The Fed “anticipates that the unemployment rate will decline only slowly.” ECONOMY: Then: The Fed “expects economic growth to remain moderate over coming quarters and then to pick up gradually.” Now: The Fed has added “very” to that sentence: It “expects economic growth to remain moderate over coming quarters and then to pick up very gradually.” CONSUMER AND BUSINESS SPENDING: Then: “Household spending and business fixed investment have continued to advance.”Now: “Business fixed investment has continued to advance. Household spending appears to be rising at a somewhat slower pace than earlier in the year.” INFLATION: Then: “Inflation has picked up somewhat, mainly reflecting higher prices of crude oil and gasoline.”Now: “Inflation has declined, mainly reflecting lower prices of crude oil and gasoline.”

US Economy on the fence – investors are worried
Crutsinger 12 – (Associated Press, Martin, “Will the Fed act to help the economy? Stay tuned”, USA Today, June 20, 2012, http://www.usatoday.com/uscp/pni/business/2012-06-20-pni0620biz-federal-reserve_st_u.htm)//AS) 

The Federal Reserve is meeting this week at a time of high alert over the slumping U.S. economy, the aftermath of the Greek elections and the shaky financial markets. Whether that means it will announce any new action when its two-day meeting ends today isn't certain. But many analysts think the struggles of the U.S. economy and the threats from Europe will compel the Fed to say or unveil something to try to boost confidence. A major issue is Europe's debt crisis. Do Fed officials think the Greek election results will help steady Europe's economy because Greece now seems likely to remain in the euro currency union? Or do they worry that Europe's crisis remains unresolved and could tip the global economy into recession? Those concerns have flared just as U.S. employers have cut hiring. U.S. retail sales and manufacturing output have weakened. The housing market is still far from healthy. Investors are edgy. Republican opponents of President Barack Obama would be critical of a Fed move less than five months before U.S. elections because it could be perceived as helping Obama win re-election. Some analysts think the Fed's policy makers might want to assess the economy further before intervening. But even if the Fed doesn't unveil new steps this week, it's at least expected to make clear it's willing to do more. "I think Fed officials will send a pretty decisive signal that they are prepared to provide more support to boost economic growth and lower unemployment," said Brian Bethune, economics professor at Gordon College in Massachusetts. Many economists say the most likely new step by the Fed would be to extend a program called Operation Twist, which is set to expire in two weeks. Under Operation Twist, the Fed sells shorter-term securities and buys longer-term bonds to further reduce long-term interest rates and encourage borrowing and spending. The Fed might take a bolder step than Operation Twist. It might expand its portfolio of securities through a third round of long-term bond purchases. If it does so, some analysts think the Fed would decide to buy mortgage securities as well as Treasury bonds to try to lower record-low mortgage rates even further to help revive the housing market. Bethune thinks the Fed will wait until its next meeting at the end of July and that it will announce a third round of bond buying then. Delaying action would give Chairman Ben Bernanke more time to build support within the Fed. A less dramatic step would be for the Fed to extend the target date for when it expects to begin raising short-term rates beyond its timetable of late 2014. Yet it's unclear whether any Fed action would help the economy much. Long-term U.S. interest rates have already touched record lows. Businesses and consumers who aren't borrowing now might not be moved to do so if rates slipped a bit more. Any new action would be announced in a statement the Fed will issue after its meeting. Later this afternoon, it will publish updated economic forecasts, and Bernanke will hold his quarterly news conference.

Fiscal Discipline

XT Fiscal Discipline Now

Fiscal discipline and recovery now – key to sustaining the economy

Walker, 5/29 – Analyst, Geoeconomics (Dinah, “Quarterly Update: The Economic Recovery in Historical Context”, Council on Foreign Relations, May 29, 2012, http://www.cfr.org/geoeconomics/quarterly-update-economic-recovery-historical-context/p25774?cid=ppc-Google-CGS-chart_book-recovery-economic_recovery&gclid=CI3yxYiU27ACFUQUKgodiXH51g)//AS)

How does the current recovery, which according to the National Bureau of Economic Research officially started in June 2009, compare to those of the past? The following charts provide a series of answers, plotting current indicators (in red) against the average of all prior post–World War II recoveries (in blue). The X-axis shows the number of months since the end of the recession. The dotted lines are composites of prior recoveries representing the weakest and strongest experiences of the past. This recovery chart book replaces the cycle chart book, which plotted the downturn as well as the recovery. Those interested in the previous presentation can view an updated version here. The current recovery remains an outlier among postwar recoveries along several dimensions, particularly those that relate to housing. However, the pace of nonfarm payroll growth has at last started to accelerate, and the past few months of payroll gains have been stronger than is typical at this point in postwar recoveries. In addition, industrial capacity, which had been declining steadily throughout the first year and a half of the recovery, reached a turning point at the start of 2011 and has been rising steadily ever since. Real GDP is growing, but less rapidly than in all but one of the previous postwar recoveries. Thirty-three months after the start of the economic recovery, GDP is only 6.8 percent higher than it was when the recovery officially began. This compares favorably only to the 1980 recession. Soft home prices have been central to the weakness of the recovery. Prices have continued to fall even after the recession officially ended. The continued weakness of nominal home prices is a postwar anomaly. In every previous postwar recovery, the stock of household debt has risen. As of the first quarter of this year, real GDP is 1.3 percent above its pre-crisis peak, having first surpassed this peak in the third quarter of 2011. The recovery has begun. In the current recovery, the collapse in home prices has severely damaged household balance sheets. As a result, consumers have avoided taking on new debt. The result is weak consumer demand and a slow recovery. The relative weakness of this recovery is obvious in the labor market. Job losses continued throughout the first eight months of the recovery but the pace of job growth has accelerated in recent months. There are still five million fewer Americans on nonfarm payrolls than there were at the start of 2008. Because of the depth of the recent recession, one might expect stronger-than-average improvement in industrial production. Despite the predicted snapback, the increase in industrial production during this recovery has been fairly typical of postwar recoveries. Capacity in manufacturing, mining, and electric and gas utilities usually grows steadily from the start of a recovery. However, during the current recovery, investment was initially so slow that capacity declined. Since the start of last year, this trend has reversed itself and industrial capacity has been steadily rising. The growth in world trade since the start of the recovery exceeds even the best of the prior postwar experiences. However, this reflects the depth of the fall during the recession. The federal deficit began the recovery at a much higher level than in any other postwar recovery. Although the deficit as a percent of GDP has shrunk slightly, its level creates significant challenges for policymakers and the economy.

U.S. economy is close to brink point - plan's deficit spending will cause debt crisis

Powell 12 - Senior Fellow at the Discovery Institute (Scott, "We're Closer to a Credit Crisis than Most People Think", The Wall Street Journal, 6/19/12, http://online.wsj.com/article/SB10001424052702303703004577474543438682700.html)//SP 

The fact is the U.S. is close to the "bang" point of crisis right now. Government pensions, Social Security, Medicare and Medicaid, and the welfare and education budgets are projected to absorb more than the $2.5 trillion tax-revenue base this fiscal year. Thus, the defense budget, plus general government operations—including police, prisons and courts, transportation, agriculture and basic research—are already being funded by debt-financed deficit spending. As for the debt-to-GDP ratio, Moody's and S&P have pointed out that when state and city municipal bond debt and the debt of Fannie Mae and Freddie Mac (now wards of the state) are added to the national balance sheet, public debt today in the United States exceeds 100% of our GDP. In addition, at the present level of indebtedness, each 1% increase in interest rates adds $116 billion to the budget in terms of nondiscretionary debt-servicing costs. The U.S. has benefitted from the fact that fiscal problems elsewhere are more obvious, but the S&P downgrade last summer was a warning of the close proximity of the bang point, when the credit-worthiness of the U.S. will collapse.

A2 Transportation Spending Now

Transportation infrastructure spending is on the decline – Congress is avoiding new projects

SC&RA 12. The SC&RA is an international trade association of more than 1,300 members from 43 nations. Our members are involved in specialized transportation, machinery moving and erecting, industrial maintenance, millwrighting, crane and rigging operations, manufacturing and rental. (Specialized Carriers & Rigging Association, " U.S. Infrastructure Decline Costs U.S. Economy $1 Trillion Annually ", The Specialized Carriers and Rigging Association, March 16, 2012, http://www.scranet.org/industry-news/2012/03/19/us-infrastructure-decline-costs-us-economy-1-trillion-annually) NVG.

The steady decline in the quality of surface, air and water transportation systems costs the U.S. economy $1 trillion a year in lost economic growth, according to the U.S. Chamber’s Transportation Performance Index. Within the past five years, U.S. infrastructure has plunged from first to fifteenth in f World Economic Forum’s economic competitiveness rankings. “The main issue surrounding all infrastructure is funding,” said Janet Kavinocky, President of the U.S. Chamber-led Americans for Transportation Mobility (ATM) Coalition. ATM supports modest increases in gasoline and diesel taxes when the economy recovers, but Kavinoky acknowledged that Congress is wary of increasing these user fees, or any of the taxes and fees that fund infrastructure, especially in an election year. 
Links
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Transportation infrastructure spending causes economic slowdown – high upfront costs and crowd-out
Utt 2008 - Ronald, Senior Research Fellow at the Heritage Foundation (Learning from Japan: Infrastructure Spending Won't Boost the Economy, The Heritage Foundation, 16 December 2008, http://www.heritage.org/research/reports/2008/12/learning-from-japan-infrastructure-spending-wont-boost-the-economy)//NE
Beginning in 1991-1992, Japan adopted the spending approach now advocated by many in the U.S. Congress when it embarked on a massive nationwide program of infrastruc​ture investment. Between 1992 and 2000, Japan implemented 10 separate spending stimulus packages in which public infra​structure investment was a major compo​nent. Excluding the 2000 program, for which final costs are not yet available, addi​tional spending on the infrastructure com​ponent alone amounted to 30.4 trillion yen, or $254 billion at the current exchange rate.

As The Heritage Foundation has noted in earlier reports, past infrastructure spending--especially related to transportation--has little to show in terms of countercyclical stimulus or job creation.[4] Much of this lackluster impact stems from the long lag time involved in getting such spending pro​grams up and running, as well as the propensity of the state and local governments to substitute federal money for already-committed state and local money in order to shift such funds to other purposes.[5]

In making his pitch for more spending, Mr. Krugman perhaps anticipates that critics of his spending scheme might cite the example of Japan, whose reliance on bold infrastructure spending in the early 1990s led to the squandering of so much money on so many wasteful projects that the coun​try soon slipped from one the world's most prosper​ous nations to the status of a middling also-ran that has yet to recover from its mistake. Krugman attempts to create a parallel to New Deal timidity by arguing that "[i]n 1996-97 the Japanese govern​ment tried to balance its budget, cutting spending and raising taxes. And again the recession that fol​lowed led to a steep fall in private investment."

Cutting spending seems not to have deterred prosperity in most of the European countries that have done so since 1990, while the relative prosper​ity of the Japanese has been on the decline as gov​ernment spending has advanced. After peaking at 86 percent of U.S. income in 1991 and 1992, Japa​nese income continually fell behind the U.S., and by 2000, Japan's per capita gross national income had fallen to 73.7 percent of that of the U.S. despite the increased spending stimulus in Japan during the 1990s and into the 2000s. This decline in relative performance reflects the fact that the Japanese econ​omy grew at an annual rate of only 0.6 percent between 1992 and 2007. In 1991, only the United States, Austria, and Switzerland had higher per cap​ita incomes than Japan. By 2006 (the most recent OECD numbers), Japan's per capita income was surpassed by Austria, Australia, Belgium, Canada, Denmark, Finland, Ireland, Holland, Switzerland, Sweden, and the U.S.[8]

Link – Transportation Infrastructure Investment Weakens the Economy

Rugy and Mitchell, 2011 – Veronique and Matthew,  Senior Research Fellows at the Mercatus Center at George Mason University (WOULD MORE INFRASTRUCTURE SPENDING STIMULATE THE ECONOMY? September 2011, http://mercatus.org/sites/default/files/publication/infrastructure_deRugy_WP_9-12-11.pdf)//NE
In response, the president has announced a plan for yet more deficit-financed stimulus spending.3 Like the two previous stimulus bills, this one focuses on infrastructure spending. The president‘s plan is rooted in the belief that stimulus spending and deeper deficits will give the economy the lift it needs to create more jobs. The hope is that, eventually, the economy will grow fast enough to allow the government to begin to pay down the national debt. There are three problems with this approach. First, despite the claims of stimulus proponents, the evidence is not at all clear that more stimulus would be helpful right now. Second, even if one adheres to the idea that more government spending can jolt the economy, spending—particularly infrastructure spending—cannot be implemented in the way Keynesians say it ought to be. This greatly undermines its stimulative effect. Third, while no one disputes the value of good infrastructure, this type of spending typically suffers from massive cost overruns, waste, fraud, and abuse. This makes it a particularly bad vehicle for stimulus. In sum, further stimulus would be a risky short-term gamble with near-certain negative consequences in the long term. A vital measure of the effectiveness of a stimulus is the government purchases multiplier (the ―multiplier‖). The multiplier measures the amount by which the economy expands when the government increases its purchases of goods and services by $1.00. It is important to remember that when it measures the size of the economy, the Bureau of Economic Analysis automatically counts a $1.00 increase in government purchases and gross investments as a $1.00 increase in measured GDP.4 Therefore, the key question is whether this increase in public sector GDP enhances (―multiplies‖) private sector GDP or displaces (―crowds out‖) private sector GDP. If the multiplier is smaller than 0, stimulus displaces enough private sector activity to offset any increase in public sector activity, i.e., stimulus actually shrinks the entire economy. However, if the multiplier is between 0 and 1, then stimulus displaces private-sector economic activity, but not by enough to counteract the increase in public sector economic activity. If the multiplier is larger than 1, then stimulus spending not only increases public-sector economic activity, it also increases private-sector economic activity. An extensive study from the IMF shows that fiscal multipliers in nations with debt levels in excess of 60 percent of GDP are zero or even negative.10 The current U.S. debt-to-GDP ratio is 70 percent and, according to the Congressional Budget Office, it will be 90 percent within seven years and 100 percent within ten. 

Past Transportation Infrastructure Projects Were Wildly Overpriced

Reason Foundation, 2012 – Think Tank (“Highway Construction As Stimulus? Not So Fast” Reason Foundation,  15 June 2012, http://reason.org/news/show/highway-construction-as-stimulus-no)//ST
Transportation infrastructure is a case on point. The Interstate Highway System is justly lauded as one of the greatest engineering and political achievements of the 20th century. President Obama regularly invokes the nearly three-decade initiative when talking about public works projects that could get the economy back on track. Unfortunately, the simplified story about the Highway System misses the fact that billions of dollars were likely wasted because we built a system too large to serve its core purposes, and we failed to ensure the investments were in the right place at the right time.

As it is, the Interstate Highway System was wildly over budget. The U.S. Department of Transportation reports that initial estimates put total construction costs at about $27 billion. By the time the system was completed in the 1980s, the federal government had spent more than $114 billion and the total cost accumulated to $129 billion.
Changing design standards, environmental review, and inflation all contributed to escalating costs, but another critical factor was also in play: No incentives existed to prevent overbuilding. This overbuilding may have resulted in tens of billions of dollars in excess federal and state government spending even though many economists suggest that the economic benefits of the system outweighed the costs of its construction. After all, the result of the project was a 46,876 mile long system that knitted together all major U.S. metropolitan areas, and economists have shown that the interstate system was a boon to business as intercity trucking became more efficient and less costly and urban congestion fell dramatically.

Link Magnifier - Earmarks

Despite positive goals infrastructure spending is ineffective – special interests 

Staley and Moore 09, 

PhD Senior research fellow at the Reason Foundation, PhD in Economics, Vice president of the Reason Foundation (Samuel, Adrian, “Making Sure Infrastructure Stimulus Isn’t Pork Parade”, The Reason Foundation, 1/7, http://reason.org/news/show/making-sure-infrastructure-sti)//DH

There were 6,371 earmarks in the last highway bill. President-elect Barack Obama's transition team is days away from releasing the details of an economic stimulus plan. If, as expected, more than $200 billion is directed toward transportation infrastructure, federal funding for roads, bridges, and transit will exceed spending in more typical years by more than a third. In 2008, for example, the federal government spent $70 billion. This raises the question: where will all this money go? Under the current system, pork. And more pork. States receive most transportation funding from the federal government based on a complex formula. The money isn't given to projects based on their potential economic impact, efficiency or effectiveness. Congress allocates a large chunk through a process driven by special interests and earmarks. The number of "earmarks"-specific projects inserted into transportation legislation by individual members of Congress-increased from just 10 in 1982, to 1,850 in 1998, to 6,371 in the 2005 federal highway bill. Throwing a couple hundred billion dollars into this system with a mandate to "spend it fast" is a recipe for waste that won't meet the stimulus goals of the incoming Obama administration. Mr. Obama, seems to recognized this danger. On Jan. 6, the Associated Press reported, "President-elect Barack Obama says he will bar pork-barrel projects from the massive economic stimulus bill he wants Congress to pass." Mr. Obama said, "We are going to ban all earmarks, the process by which individual members insert projects without review." So we'll see how that plays out in the real world with Congress. More than a little irony characterizes this policy conundrum. Transportation was one of the most strategic, focused, and economically effective functions of the federal government for decades after President Eisenhower signed the Federal Aid Highway Act in 1956, creating the modern-day Interstate Highway System. The federal government, in fact, was likely the only institution capable of embarking on such an ambitious program at the time. Private roads and bridges were too small in scale and scope to be able to undertake such a mega-project. Private financial markets didn't have the capacity to coordinate the capital necessary to make it work. The technology simply didn't exist to make road pricing and national toll roads cost-effective. Moreover, crossing state borders created political hurdles significant enough that a pre-emptive role of the federal government made sense. Those times are gone. The private sector is now far more strategic and effective in delivering infrastructure projects that count than the federal government. A report by Infrastructure Partnerships Australia found in a survey of 54 major infrastructure projects the private sector delivered the facility ahead of schedule and on budget while public projects were delayed 15 percent on average and over budget by 23 percent. The Dulles Greenway and Pocahontas Freeway in Virginia are domestic examples of public-private partnership projects. Europe and Austrialia have frequently used private capital to bring projects on-line ahead of schedule and under budget. The federal government had clear goals in building the Interstate system. Today, it does not have a clear vision of its role in transportation funding and construction. Without an updated vision for the federal government's role, transportation (and other government spending) is likely to fall flat or, worse, undermine our nation's economic viability by allowing the gridlock and traffic jams that plague our urban areas to worsen as the economy recovers from the recession. Federal transportation dollars need to be narrowly focused on transportation projects that are clearly national in scope or have demonstrably significant economic impact. Specifically, federal policy should focus on four key areas of national interest: Interstate highway upgrades that link state highways in fast growing corridors, tapping into private companies to finance, build and operate these roads through user fees and the most up-to-date technology to ensure free-flow speeds at the maximum speed limit allowed. Places like Phoenix, Las Vegas and Austin, Texas, have grown immensely since Interstate system was first developed. Leading multi-state coordination in expanding urban areas, resolving disputes such as the current spat between Missouri and Illinois over how to pay for a bridge over the Mississippi River in St. Louis, or facilitating an agreement between Kentucky and Ohio to build bridges spanning the Ohio River. Protecting and supporting key freight corridors to ensure our manufacturers and producers have networks they need to get materials in and products out, whether it's the ports of Los Angeles and Long Beach, upgrading rail connections through Chicago, or ensuring goods move north from Houston of New Orleans to the interior of the US. Over 80 percent of all goods (by value) in America are now shipped by truck. Investing in transportation research, safety and related issues, with special focus on new technologies and methods of managing transportation systems (such as stop light synchronization, electronic tolling, new road design, and toll roads) coordinating common standards for things such transmission frequencies for new technologies, and incentivizing experimentation and innovation, particularly with private sector participation. Paradoxically, elevating these areas to national priorities would mean the federal government would largely back out of the regular project grant making process. Instead, specific funding priorities would be set by those closest to the problem, empowering states and regional authorities that already generate more than half of funds spent on transportation. Thus, federal funds for purely local projects would go away over a transition period, refocused on projects with clear national impacts. State and local governments will have strong incentives to adopt direct user fees to establish willingness to pay criteria for deciding what projects should be funded and when. Travelers, drivers, taxpayers and businesses will benefit from this transition because funding levels will be set and projects selected by those closest to the problem, not formulas or legislative gamesmanship. Rahm Emanuel, President-elect Obama's chief of staff, told The New York Times last fall that, "You don't ever want a good crisis to go to waste; it's an opportunity to do important things you would otherwise avoid. "This is clearly true for U.S. transportation policy. This recession and the ongoing transportation funding crisis should prompt Mr. Obama and Congress to reinvent the U.S. Department of Transportation in ways that allow it to become a player in laying a foundation for the long-term growth of the national economy. Not only is the federal government working on stimulus packages, it is poised to commit $500 billion in transportation spending as part of the six-year reauthorization bill of the Transportation Equity Act for the 21st Century. The nation can continue to waste precious resources on bridges to nowhere or we can finally reform the transportation funding system to reflect the needs of our modern, global economy.
Federal programs are mismanaged and overspend

Edwards 10 (Chris, Downsizing the Federal Government, CATO Institute, http://www.downsizinggovernment.org/six-reasons-downsize)
1. Additional federal spending transfers resources from the more productive private sector to the less productive public sector of the economy. The bulk of federal spending goes toward subsidies and benefit payments, which generally do not enhance economic productivity. With lower productivity, average American incomes will fall. 2. As federal spending rises, it creates pressure to raise taxes now and in the future. Higher taxes reduce incentives for productive activities such as working, saving, investing, and starting businesses. Higher taxes also increase incentives to engage in unproductive activities such as tax avoidance. 3. Much federal spending is wasteful and many federal programs are mismanaged. Cost overruns, fraud and abuse, and other bureaucratic failures are endemic in many agencies. It’s true that failures also occur in the private sector, but they are weeded out by competition, bankruptcy, and other market forces. We need to similarly weed out government failures. 4. Federal programs often benefit special interest groups while harming the broader interests of the general public. How is that possible in a democracy? The answer is that logrolling or horse-trading in Congress allows programs to be enacted even though they are only favored by minorities of legislators and voters. One solution is to impose a legal or constitutional cap on the overall federal budget to force politicians to make spending trade-offs.

Specific

Highway Bill Reauthorization

Six year extension of the HRB destroys fiscal discipline

Acosta Fraser, 12

Director, Thomas A. Roe Institute for Economic Policy Studies (Alison Acosta, “Will Transportation Reauthorization Be Another Big Spending Boondoggle?”, The Heritage Foundation Online, 2/2, http://www.heritage.org/research/reports/2012/02/transportation-program-reauthorization-another-big-spending-problem)//DH

As Congress gears up for another year, reining in spending and debt should top the agenda, but one issue heading squarely against that priority is reauthorization of the transportation program. The last transportation bill, SAFETEA-LU, was marked by gluttonous excesses, which ranged from its porcine spending increases and wasteful spending on programs that did not improve roads, to its earmarks, which spawned the infamous “Bridge to Nowhere.” Spending in SAFETEA-LU was so excessive that Congress was repeatedly called on to bail out the Highway Trust Fund.
This story is similar to the federal government’s total finances—a massive run-up in spending and declining revenues. The latest projections from the Congressional Budget Office (CBO) for 2012 show a deficit of just over $1 trillion, publicly held debt at 73 percent of GDP, and a rapidly deteriorating scenario over the next 10 years, during which publicly held debt will soar to nearly 100 percent of GDP.[1]

It is past time for Washington to stop spending money on wasteful projects and to live within its means. This should start with the first major opportunity of the year: reauthorization of the transportation program. Rather than increasing spending and then looking for new sources of revenue to pay for it, Congress should eliminate wasteful transportation programs and reduce spending so that the program lives within its means.

Bloated Spending Outpaces Taxes  

The HRB has no multiplier effect – wasteful spending

Fraser, 12

Director, Thomas A. Roe Institute for Economic Policy Studies (Alison Acosta, “Will Transportation Reauthorization Be Another Big Spending Boondoggle?”, The Heritage Foundation Online, 2/2, http://www.heritage.org/research/reports/2012/02/transportation-program-reauthorization-another-big-spending-problem)//DH

The federal highway program was created in 1956 to build the interstate highway system, which would connect all major cities spanning both coasts and reaching both borders. The program was funded by a federal fuel tax, originally 3 cents per gallon of gasoline. The original plan was to turn over the maintenance to the states after the interstate highway system was completed. But, as Ronald Reagan famously quipped, “a government bureau is the nearest thing to eternal life we’ll ever see on this earth!” Thus, rather than turning a modest program over to the states, the highway program was vastly expanded and the gas tax increased to where it stands today at 18.3 cents per gallon.[2]

Not content to live within the means of the Highway Trust Fund and its dedicated funding, Congress added scores of new programs accompanied by new spending on all manner of projects that hardly fall within the purview of a transportation system. In fact, these programs in the past have diverted around 38 percent of the trust fund spending to things other than general-purpose roads, leaving America’s drivers with a mere 62 percent of every gas tax dollar they pay funding the roads they actually use.[3]

Many of these programs can only be thought of as luxuries, such as scenic byways, ferryboats, bicycles, historic covered bridges, and horse trails. Others include transit (which largely goes to fund trolleys, buses, commuter rail, etc., and serves only 1.8 percent of surface travel passengers); the enhancement program (under which states are currently forced to spend money on projects like facilities for pedestrians and bicycles, scenic easements including historic battlefields, landscaping and other scenic beautification, historic preservation, and transportation museums); and recreational trails.[4]

These programs reached new complexity and magnitude in SAFETEA-LU and help explain the new heights that spending reached under this bill. They also help explain the bailouts from general revenue of $35 billion, which began in 2008.[5]

The picture for the future continues to look bleak. Gas tax revenues have not grown to keep pace with transportation needs, let alone the burgeoning wants of Congress and the vast collection of special-interest groups and their lobbyists. The most recent forecast by CBO[6] projects that the trust fund will run out of money sometime in 2013 with a deficit of $12 billion and cumulative deficits of $136 billion through 2022. Even this may be a conservative estimate given the way CBO projected both taxes and spending.[7]

Transportation Goals vs. Wasteful Spending  

The federal government is projected to run deficits in the trillion-dollar range through the end of the decade, reaching $1.5 trillion in 2022. Transportation spending is one contributor to this gloomy outlook. As a first step toward the larger goal of solving the nation’s spending and debt crisis, Congress should make the transportation program live within its means. It should reserve the program exclusively for improving mobility and safety and decreasing congestion.
This means Congress should strip out or trim wasteful programs like the enhancement program, transit, and Amtrak. Gone should be plans for quaint cobblestones, hiking trails, tourist attractions and archaeology, streetscapes and flower planting projects, and the excess spending they represent.

Eliminate Waste and Reduce Spending  

The current reauthorization bills (S. 1813 and H.R. 7) contain some important reforms. For example, both versions put an end to the corruptive and wasteful practice of earmarks. The Senate version would allow states the flexibility to spend enhancement program money on roads as opposed to projects like a road museum. The House version would start to remove Amtrak’s wasteful subsidy and require operational improvements.

Sadly, however, both bills would continue funding the program at bloated levels similar to today’s, leading to the need for more revenues or bailouts by the general fund. The solution that each bill offers is more revenues. The House bill, for example, purports to generate oil and gas royalty revenues by opening up areas now restricted to exploration. This is a sound policy. Unfortunately, it doesn’t solve the true problem: spending. Instead, it locks in higher levels of spending rather than preserving royalty revenues for deficit reduction.

Rather than perpetuating ever-growing government, albeit with a somewhat improved and streamlined transportation program, Congress should live within its means. Instead of bailouts, this means eliminating wasteful programs and cutting the spending that goes with them.

Mass Transit

Rail lines and mass transit have high up-front costs – up to 1 billion
O’Toole 10 - senior fellow with the Cato Institute and author of Gridlock: Why We’re Stuck in Traffic

and What to Do about It (Randal, “Defining Success The Case against Rail Transit”, Cato Institute, 24 March 2010, http://www.scribd.com/fullscreen/28813060)//ST
The most obvious candidate for testing the success of rail transit is profitability: does rail transit cover its costs? There are many valid reasons why profitability should be used as a test of the value of rail transit. Profits are a proxy for net social benefits, and while the proxy is imperfect, it provides an important discipline to public spending. Once the idea of earning a profit disappears, transit agencies might just as well invest $1 billion as $1 million in transit improvements, because there is no particular reason to consider the former any worse than the latter. In fact, politically it is likely to be much better. 

As it turns out, no rail transit line in the country comes close to covering its operating costs, much less its total cost (see Appendix B for information on data sources). In 2008 New York City subways had the best financial performance of any rail transit system in the nation, yet subway fares covered just two-thirds of operating costs (Table 1). Average light-rail fares cover less than 30 percent of operating costs. Transit fares have not contributed a single penny to rail capital costs for at least 60 years (see Appendix C for calculations of capital costs). 

One reason for transit’s lack of profits is that most transit systems in the United States are publicly owned and tax subsidized, and thus have no profit motive. While privatization of transit could improve the efficiency of transit service, it is unlikely that even private operators would ever choose to build rail transit lines in the United States. Once existing lines were worn out, they would probably replace most of them with buses. Transit advocates argue that rail transit loses money everywhere in the world, and the United States should not expect to do any better. In fact, rail transit earns a profit in Hong Kong and Tokyo, two cities that are far denser than anywhere in the United States outside of Manhattan. Beyond that, the idea that taxpayers in France, Germany, and other countries are foolish enough to subsidize what may be an obsolete form of travel does not justify America doing the same. 

Trains Are Horribly Inefficient from a Cost-Effective Analysis

O’Toole 10 - senior fellow with the Cato Institute and author of Gridlock: Why We’re Stuck in Traffic

and What to Do about It (Randal, “Defining Success The Case against Rail Transit”, Cato Institute, 24 March 2010, http://www.scribd.com/fullscreen/28813060)//ST
A major reason offered for giving subsidies to rail transit is that rail transit produces nonmarket benefits, such as mobility for low-income people who lack access to an automobile, congestion relief, and reduced air pollution, that might not be captured in transit fares. Taxpayers, the reasoning goes, should be willing to subsidize transit to obtain these benefits. Of course, in cities where transit ridership declined following rail construction, it is difficult for rail advocates to argue that rail lines produce any social benefits at all. 

Even if a rail line has increased overall transit ridership, that does not necessarily mean it is good for the environment. Rail advocates point out that steel wheels have less friction than rubber tires. This makes a big difference for freight, but less for passengers. 

A freight car that weighs 50 tons can carry 100 tons of freight. But a 50-ton passenger car can only hold a few hundred passengers, and, as Table 1 shows, the average for light- and heavy-rail cars (which weigh about 50 tons) is 25 passengers. That means the average weight per passenger is about 4,000 pounds. That is at least twice the weight per passenger of a typical passenger auto carrying the national average of 1.6 people. This high weight-to-passenger ratio partly or wholly offsets the savings from steel wheels. 

Commuter rail can be even worse considering the added weight of the locomotive. For example, Dallas-Ft. Worth commuter trains typically use a locomotive weighing 260,000 pounds, pulling an average of 3.7 passenger cars weighing 110,000 pounds each for a total of 667,000 pounds. The cars have nearly 150 seats, but in 2008 they carried an average of just 24 people each, for a weight-per-person of more than 7,500 pounds. As a result, they consumed 50 percent more energy and emitted 40 percent more carbon dioxide per passenger mile than the average passenger auto.

Where rail transit does increase ridership, the criterion to use is cost-efficiency : Is rail transit the least costly way of obtaining a fixed amount of nonmarket benefits? Or, alternatively, does rail transit provide the greatest amount of these benefits for a fixed amount of money? 

Rail advocates object to using true cost-efficiency analyses. In January 2010, rail supporters cheered when Transportation Secretary Ray LaHood announced he was abolishing cost-effectiveness rules and would instead judge projects based on whether they promote “livability,” a concept that is impossible to quantify. The rules LaHood was eliminating had been written under the previous transportation secretary, Mary Peters. 

In 2005, Peters required that, to be eligible for federal funding, new rail transit projects must cost less than $24 per hour of savings to transportation users. This test failed to discriminate between projects that cost only $1 per hour and projects that cost $23 per hour, but at least projects that cost more than $24 were eliminated, including many rail proposals. Under Peters, the Federal Transit Administration also required that cities applying for funds for streetcar projects demonstrate that streetcars were more cost-efficient than buses. As a result, almost all of the cities that had been preparing to apply for federal grants for streetcars gave up those plans.

In deciding to repeal these rules, LaHood was saying, in effect, that the FTA would be willing to fund rail transit projects no matter how much money they waste relative to alternatives. This makes many more rail projects eligible for federal funding. Still, taxpayers have an interest in knowing whether rail transit is cost-effective compared with buses or other alternative forms of transportation. 

Though rail’s capital cost is much greater than for buses, rail advocates argue that rail’s operational savings will more than make up for the added capital cost. Rail cars cost as much or more to operate per mile as buses, rail advocates concede, but rail cars have higher capacity and thus the cost per passenger mile may be much lower. Table 4 tests this idea for all post-1970 rail lines in operation in 2008. The table estimates the number of buses needed to provide equivalent service to the rail lines and compares the estimated capital and operating costs of those buses with actual rail costs.

The Cable Car Test Proves Mass Transit Systems are Horrible

O’Toole 10 - senior fellow with the Cato Institute and author of Gridlock: Why We’re Stuck in Traffic

and What to Do about It (Randal, “Defining Success The Case against Rail Transit”, Cato Institute, 24 March 2010, http://www.scribd.com/fullscreen/28813060)//ST
Cable cars have several disadvantages compared with more modern technologies. Table 5 makes it clear why cable cars were so quickly replaced by electric streetcars (and, in turn, why streetcars were later replaced by buses): cable cars have by far the highest operating cost, per vehicle mile, of any land-based transit system in the United States.
In addition to high operating costs, San Francisco cable cars suffer from other significant disadvantages. For one, the top speed is just 9 mph, compared with top speeds (not average speeds) of 50 to 80 miles per hour for commuter-, heavy-, and light-rail lines. In addition, the cars have just 30 to 34 seats and room for about another 20 standees compared with around 70 seats for light- and heavy-rail cars and more than 100 for many commuter-rail cars. Finally, all three cable car routes total just 4.4 miles long, far shorter than most other rail lines.

Given these inherent disadvantages, it seems reasonable that other rail transit lines should outperform cable cars. In particular, any rail transit line should be considered an outright failure unless

• fare revenues cover at least as high a share of operating costs as cable car fares; 

• the average railcar carries at least as many patrons as the average cable car; and 

• the rail line attracts at least as many weekday trips as cable cars.

In 2008, cable car fares covered 47.2 percent of operating costs. The average cable car carried 19.1 riders and on a typical weekday cable cars carried 20,530 trips. Given the cable cars’ high operating costs, small capacities, and other disadvantages, any rail lines that cannot meet this three-part cable car test should be considered a clear waste of money, as it is likely that transit demand could easily have been satisfied with low-cost improvements in bus services.

Table 1 shows that only 14 out of 70 rail transit systems in the United States pass the cable car test. Ten of these are older systems in Boston, New York, and Philadelphia. The remaining four are post-1970 rail systems: Los Angeles commuter trains, San Diego light rail, San Francisco BART, and Washington Metrorail. All but three of the remaining 56 failed the fare ratio test. Of the remainder, Denver light rail failed the occupancy test; commuter trains between Indiana and Chicago failed the weekday ridership test; and Philadelphia commuter trains failed both.

For the 14 systems that passed the cable car test, this finding does not mean that those systems should be considered successful, but only that the other 56 lines are clearly not successful. The value of the 14 lines that pass the cable car test would depend on their capital costs and on whether the social benefits justify the capital and operating subsidies. A 2006 analysis by economists Clifford Winston and Vikram Maheshri found that the costs of all rail systems in the country except BART outweighed the social benefits.

Some might say that the cable car test is unfair because San Francisco cable cars are mainly a tourist attraction. But many cities have built vintage streetcar lines as tourist attractions, and none of them pass the cable car test, suggesting that merely being a tourist attraction is not enough to succeed. Rail advocates might also argue that cable cars do well because they serve one of the most densely populated areas in the United States. But that is exactly the point: transportation systems work when they go where people want to go, not where planners would like people to go.

High Speed Rail

Expanded high speed rail costs billions, previous packages prove

Glaeser,09 Harvard Professor of Economics (Edward, “Is High-Speed Rail a Good Public Investment?”, New York Times, 7/28, http://economix.blogs.nytimes.com/2009/07/28/is-high-speed-rail-a-good-public-investment/)//DH

Last Thursday, the House of Representatives voted another $4 billion for high-speed rail projects, on top of the $8 billion that was part of the stimulus package. President Obama has described a vision of “whisking through towns at speeds over 100 miles an hour, walking only a few steps to public transportation, and ending up just blocks from your destination.” The administration is imagining 10 high-speed rail networks scattered throughout America, not only in the Northeast, but in California, Texas, Florida and Wisconsin. There is a powerful magic in the president’s vision of fast, sleek trains carrying Americans at dazzling speeds. Why shouldn’t the transport technology that hauled Americans during the glory days of American industry also bring us to a brighter future? Older cities, like New York and Boston, were built around rail lines: A move from cars to rail would certainly help other cities develop. Europe’s fast trains, like the speedy connection between Madrid and Barcelona, are marvels that show the progress that trains have made since the plodding trip I first took on that route in 1985. Personally, I almost always prefer trains to driving. Yet the public must be wary every time our leaders decide to spend billions of our tax dollars. The Government Accountability Office’s comprehensive report on high-speed rail that reminds us that: While some U.S. corridors have characteristics that suggest economic viability, uncertainty associated with rider and cost estimations and the valuation of public benefits makes it difficult to make such determinations on individual proposals. Research on rider and cost has shown they are often optimistic and the extent that U.S. sponsors quantify and value public benefits vary. The founders of transportation economics, like John Meyer and the deeply missed John Kain, found that the benefits of passenger rail rarely exceeded the costs. Their views were caricatured by generations of Harvard graduate students as “Bus Good, Train Bad.” Is money really better spent on fast trains than on educating our children? I would be delighted to share the president’s optimism about high-speed rail, but if benefits do not exceed the costs, then America will just be living through a real-life version of “Marge vs. the Monorail,” where the residents of the Simpsons’ Springfield were foolishly infatuated with a snazzy rail project oversold in song by Phil Hartman’s character. Economics doesn’t have any inherent opinion on trains, but it does strongly suggest the value of cost-benefit analysis, which may be the best tool ever created for evaluating public investments. Large infrastructure projects are complicated things that all have hundreds of consequences, some good and some bad. It is easy to come up with good and bad side effects of high-speed rail: More people coming into a centralized train station might reduce long car trips associated with sprawling airports (that’s good), but increase congestion in the city (that’s bad). These ideas are so cheap that unless they are seriously quantified they have no place in the debate. Serious accounting, not clever debating points or soaring rhetoric, is the critical ingredient in good public decision-making. I will spend the next three blog posts on the major costs and benefits of high-speed rail. The costs include up-front construction and operating costs. The benefits include direct benefits to riders, indirect benefits include reductions in carbon emissions and traffic congestion, and any indirect aid that rail gives to local economies and to national economic recovery. The up-front costs of rail are primarily the cash outlays, and these are perhaps easiest to quantify. The Government Accountability Office’s summary of building costs in Europe range from $37 million to $53 million a mile. The Japanese lines cost from $82 million to $143 million a mile. (Higher costs in Japan reflect difficult earthquake-prone terrain and expensive land.) Cost estimates in the United States range from $22 million a mile, for a Victorville, Calif., to Las Vegas route, to $132 million a mile for connecting Baltimore and Washington. These figures are all debatable, but anyone who thinks that the G.A.O. got it wrong needs to come up with alternative figures that are equally plausible. As such, the cost of a 240-mile line, like the one that could connect Dallas and Houston, would probably run about $12 billion, but it could be as cheap as $6 billion or as expensive as $24 billion, and these are the numbers that we have most confidence about. Next week, I’ll turn to operating costs and the direct benefits to riders.

National level high speed rail would cost billions, California proves
Vranich, Cox, Moore 08

Policy Research Writers for the Reason Foundation (Joseph, Wendell, and Adrian, “The California High-Speed Rail Proposal: A Due Diligence Report”, The Reason Foundation Blog, 09/01,  http://reason.org/news/show/the-california-high-speed-rail)//DH

With the high costs of building in California and the history of cost overruns on rail projects, the final price tag for the complete high-speed rail system will actually be $65 to $81 billion, according to the Reason Foundation report. And while the Rail Authority forecasts between 65 and 96 million intercity riders by 2030, the due diligence report finds these projections are dramatically inflated. After compiling numerous ridership studies previously conducted for California rail systems, the study demonstrates the state can expect 23 million to 31 million riders a year in 2030. Any failure to meet the Rail Authority's lofty ridership projections would force ticket-price increases, further cutting ridership, or require taxpayer subsidies to cover the financial shortfall, adding to future budget deficits. The due diligence report finds "the San Francisco-Los Angeles line alone by 2030 would suffer annual financial losses of up to $4.17 billion."
High-speed rail unfeasible and too expensive in a time of rampant deficits 

Nussbaum, 10 – Senior Reporter for the Philadelphia Inquirer (Paul, “Is America Ready to Manage High-speed Rail?, The Philadelphia Inquirer , August 9, 2010, http://proxy.lib.umich.edu/login?url=http://search.proquest.com.proxy.lib.umich.edu/docview/742951919?accountid=14667)//PH
As the United States takes its first tentative steps toward high-speed rail travel, the initial hurdle is the biggest: money. In the past, the nation's enthusiasm for fast trains has always evaporated when sticker shock set in. Political support has been inconsistent and ephemeral, leaving previous efforts to die amid debates over ridership, land acquisition, and cost -- especially cost. This time, politicians and railroaders believe the momentum is greater than ever to actually build and operate high-speed lines in the United States. They compare planned U.S. rail projects to the transformational development of the interstate highway system more than 50 years ago, and they cite polls that show Americans more receptive to paying for the economic and environmental benefits that fast trains can bring. The success or failure of the first line in the United States may decide the fate of U.S. high-speed rail. An expensive bust could kill plans elsewhere, while a technical and financial success could create demand for more, as it did in Europe. "We have to show the traveling public that this is real, and let them experience it," said Joseph C. Szabo, administrator of the Federal Railroad Administration, who will issue a new national rail plan next month. "The doubters won't be convinced until they can touch it, see it, ride it." President Obama has made high-speed rail a priority of his administration. To tout its benefits, he and Vice President Biden went to Tampa, Fla., where the first U.S. high-speed tracks may be laid. "We want to start looking deep into the 21st century, and we want to say to ourselves, there is no reason why other countries can build high-speed rail lines and we can't," Obama said to loud applause on the day after his State of the Union address. "And that's what's about to happen right here in Tampa -- we are going to start building a new high-speed rail line -- building for the future, putting people to work." Obama cited construction jobs. Manufacturing jobs. Cleaner air. Less gridlock. Reduced dependence on foreign oil. And no herding in airport security lines, with all its attendant little indignities: "I mean, those [trains] are fast, they are smooth. And you don't have to take off your shoes." He brought with him the promise of $1.25 billion to help build a $3.2 billion, 84-mile Tampa-to-Orlando high-speed line that could be the nation's first. He also announced $6.75 billion more for 29 other rail projects in 30 states. The plans ranged from true high-speed rail corridors, as in Florida and California, to less ambitious efforts to upgrade existing Amtrak service, as in Pennsylvania and the Midwest. For the first time, U.S. high-speed rail was getting the one thing it had always lacked: cash. Andy Kunz, president of the U.S. High Speed Rail Association, says his lobbying has gotten easier as public support has grown and other forms of transportation have become less attractive. "Airlines are such a nightmare now, and highways are so congested," Kunz said. "High-speed rail is actually an easy sell, especially for anyone who has been to Europe or Japan." "It all comes down to how much money we throw at it," he said. U.S. Rep. John Mica of Florida, the ranking Republican on the House Transportation Committee, noted that some European lines cost from $25 billion to $40 billion to build. "That's not out of line with what we're talking about here," Mica said. "We'll never get these projects done at a better cost than now." Art Guzzetti, the vice president of policy for the American Public Transportation Association, said public support -- and public money -- would be crucial for high-speed rail. "We're not going to get these built without public involvement, and we should not expect it to be otherwise," said Guzzetti. "The whole country needs to feel engaged in this. We need to connect high-speed rail to other issues that are overarching, such as energy, environment, mobility, and jobs." Robert Yaro, an urban planning professor at the University of Pennsylvania and president of the Regional Plan Association, a New York-area research group, said high-speed rail was the only reasonable response to the nation's congested highways and skyways. "The only other answer is to build more lanes on I-95, and I don't think that's going to happen, do you? Or we could build lots of new runways at O'Hare and Newark and JFK. I don't think that's going to happen. . . . We're out of airspace." Yaro said the hundreds of billions required "is the kind of money that other countries are spending. This is what the rest of the world is doing. . . . This is what we have to do." In just four U.S. cities, high-speed rail development could create 150,000 jobs and $19 billion in new business in the next 25 years, according to a report for the U.S. Conference of Mayors issued in June. The report looked at Orlando, Los Angeles, Chicago, and Albany, N.Y., and concluded: "Results particularly point to an increased economic payback when intercity travel time is under three hours." Frank Nero, president of the Beacon Council, a business group pushing for high-speed rail in Florida, said: "Most of our people haven't tried it, so they don't know if they will like it. "People here have the view that trains are a romantic, old form of transportation. They don't view it as a modern, futuristic way of transportation. "We need to make the case that it's not just a great way to go on vacation, but that it will sustain our economy." The federal government, since 1991, has designated 10 corridors for high-speed rail development, including the Philadelphia-Harrisburg-Pittsburgh "Keystone Corridor." Those 10 corridors don't include the most heavily traveled one, the Northeast Corridor between Washington and Boston. With the exception of Florida and California, the corridor plans call for incremental steps to speed up existing service, rather than installing true high-speed service with trains traveling at more than 155 m.p.h. Such incremental "higher-speed" development is much cheaper, allowing passenger trains to share tracks with freight and commuter trains. But it does not allow for the full advantages European or Japanese-style high-speed rail offers, such as dramatic travel-time savings that can make trains competitive with airplanes on trips of up to 600 miles. Eventually, "higher-speed" U.S. corridors could be upgraded to true high-speed service, with separate tracks and state-of-the-art signal systems. Experience in Europe and Asia shows that, with enough passengers, high-speed rail lines can be operated profitably. But the lines generally require taxpayer funds to build. So, the old questions remain: How much will the lines cost, and where will the money come from? "These are expensive ventures," said Jack Short, secretary-general of the International Transport Forum, a transportation think tank in Paris. "The $8 billion won't go far, will it?" The average cost of construction for a high-speed line in Europe is $24 million to $60 million per mile, according to the International Union of Railways. Spain is devoting $150 billion over 10 years for its burgeoning high-speed rail network, about 1 percent of its gross domestic product. China spent $88 billion in the last year alone. "These are big, expensive projects that take years to complete," said Petra Todorovich, director of America 2050, an urban-planning organization in New York City. "They're not for the impatient." She said "$10 billion a year would be a good start, but it's not enough." She estimated the cost of a U.S. high-speed network at $500 billion to $1 trillion over the next 40 years. Eric Peterson, president of the American High Speed Rail Alliance, estimated the cost at perhaps $1 trillion in current dollars. The $8 billion committed by the Obama administration is "pretty laughable," U.S. Rep. Peter DeFazio (D., Ore.), a member of the House Transportation and Infrastructure Committee, told a recent meeting of the Coalition for America's Gateways and Trade Corridors, a trade group that advocates for more federal spending on freight infrastructure. "China will spend that much in eight weeks," added his colleague Rep. Earl Blumenauer (D., Ore.). China, planning to spend $100 billion a year on high-speed rail, touts its ability to take advantage of previous development by the Europeans and Japanese. "It's an advantage of the latecomer. We are late, but we achieve big," Chen Juemin, director-general of China's Ministry of Railways' international cooperation department, told the official newspaper Renmin Ribao last month. A recent report by Duke University researchers estimated the number of jobs rail spending would create: 24,000 construction and manufacturing jobs per $1 billion in capital investment, and 41,000 operation and maintenance jobs per $1 billion in operating investment. Most of the construction money for high-speed rail is likely to be a federal responsibility, with states and regions on the hook for perhaps 20 percent of the costs. Once the lines are built, private or public entities could operate the trains, with taxpayer subsidies if fares and other revenues fail to cover the costs. Opponents of high-speed rail argue the cost is too high, especially when the nation struggles to recover from a recession. Some contend it is unfair to ask taxpayers who will never use the service to help pay for it; others argue that unending subsidies will be required to operate the service. Louisiana Gov. Bobby Jindal refused in September to pursue $300 million in federal funds for a high-speed rail project between New Orleans and Baton Rouge because state taxpayers could be responsible for annual operating and maintenance costs. In California, Kris Vosburgh, executive director of the Howard Jarvis Taxpayers Association, decried that state's planned $45 billion high-speed rail line as "just an extravagance that very few people are likely to use. . . . We are hearing extravagant promises, but this is just going to run us deeper into debt." Others object to proposed rail routes since they involve the seizure of private or public land for construction. Airlines in the United States, aware of the impact of high-speed rail on air travel in Europe as well as America's historic reluctance to develop high-speed rail, have been cautious in their response. "I don't know what the airline industry will look like when high-speed rail is built. We haven't taken a position other than to point out that the transportation-funding priority should be on the modernization of our air-traffic-control system," said David A. Castelveter, spokesman for the Air Transport Association of America. "If there's a way to do both on parallel tracks, so be it." A recent analysis by the U.S. Government Accountability Office concluded that building high-speed rail service in this country "is a difficult, multiyear effort" that hinges on financing that goes "far beyond the funds provided by the Recovery Act in a time of continuing federal and state deficits."

Commuter rail is impractical, costly to build, and runs at a deficit 

Edward Glaeser, 08, 

Professor of Economics at Harvard University (Edward, “Commentary: Put Transit Where the People Are”, The Boston Globe, 6/6, http://www.hks.harvard.edu/news-events/news/hks-in-the-news/city-hall-vote)//DH

MASS TRANSIT needs mass to work: enough people must live and work near train stations and bus stops. Densely populated Eastern Massachusetts should therefore be a prime location for public transportation. Yet the MBTA faces budget woes and has threatened to close train stops. Despite the difficulties trains face in urban Boston, the Obama administration is pushing a new transportation agenda that promises high-speed rail in unlikely spots like Alabama and Oklahoma.

So far the Obama administration’s transportation spending has gone overwhelmingly to highways in states with plenty of roads relative to people. Per capita federal transportation spending in the 10 densest states, which include Massachusetts, is less than half of spending in the 10 least-dense states. This policy follows an established formula, but it makes little sense. Congestion problems are most severe in the dense areas that get less funding. Now the administration wants Americans to envision high-speed rail lines in the wide-open spaces of Texas. The president has painted a vision: “Imagine whisking through towns at speeds over 100 miles an hour, walking only a few steps to public transportation, and ending up just blocks from your destination.’’ What’s wrong with this picture? Despite investments in speedy Acela trains, politics and right-of-way problems mean that those trains take 210 minutes to travel the 200 miles between Boston and New York. Those problems are unlikely to vanish. For most workers in America’s sprawling metropolitan areas, no train is going to drop them within walking distance of their home or job. In Greater Houston, only 11.6 percent of jobs are within three miles of an area’s center and more than 55 percent of jobs are more than 10 miles away from the city center. In Chicago, almost 70 percent of employment is more than 10 miles from the city center. Even in Greater Boston, 48 percent of jobs are over 10 miles from Beacon Hill. There is a reason why 48 percent of Amtrak’s passengers travel on only two routes: the Northeast Corridor and the Los Angeles-San Diego line. For travelers in the less-dense areas between the coasts, cars beat trains for modest distances and planes win over long hauls. The national high-speed rail agenda is being pushed with claims that these trains will jump-start economic growth. No serious evidence supports such claims. When new transportation does affect local economies, it generally does so by moving activity from one place to another, not by creating nationwide benefits. The case for subsidizing urban mass transit, like the MBTA, is certainly debatable, but it is much stronger than the case for subsidizing rail links between non-coastal cities. The MBTA’s core problem is that its operating expenses have always been double its operating costs. To function, the system needs about $900 million a year in subsidies from taxes and local assessments, which works out to slightly more than $2 a trip. Amtrak also regularly faces a $1 billion gap between revenues and expenses, including depreciation, but since Amtrak carries only 29 million passengers each year, the per-trip subsidy tops $30. While urban transit helps reduce the congestion that plagues our dense metropolitan areas, the highways between our heartland cities are famous for their open lanes. Subsidizing urban public transit is modestly progressive, since public-transit commuters are twice as likely to be poor as car commuters. By contrast, intercity rail travelers are wealthier than car travelers. The environmental benefits are larger for urban mass transit; Amtrak itself only claims to be 17 percent more fuel efficient than airlines. The problem is that while common sense requires transportation modes and spending to be targeted to the local environment, politics demands that federal programs spend everywhere. A serious high-speed rail project would forget about Texas and focus on saving hours in the Northeast Corridor. A rational transportation program would target money to the areas that have the most congestion. A smart transportation policy would recognize the wisdom of using our existing infrastructure more efficiently, with the help of congestion pricing, rather than building more roads. Unfortunately, wisdom seems to take wing whenever politicians start envisioning the shining splendor of fast trains.

A2 link turn – HSR would run at a deficit – low ridership levels

Goff, 12

Research Associate, Joseph A. Roe Institute for Economic Policy Studies (Emily, “Bullet Train Runs on Falsehoods”, The Heritage Foundation Online, 1/11/12,  http://www.heritage.org/research/commentary/2012/01/bullet-train-rides-on-falsehoods)//DH

Last week, the independent California High-Speed Rail Peer Review Group recommended that the state legislature not proceed with funding the proposed Los Angeles–San Francisco project. Its argument was grounded in concerns about "the California High-Speed Rail Authority's plan to start construction without any assurance of future funding from the federal government," according to The Wall Street Journal.

It also illuminates the methodological trickery woven into the rail supporters' argument.

As Wendell Cox and Joseph Vranich write in Wednesday's Wall Street Journal,

"Proponents based their estimate on train capacity (including empty seats) of 1,000. Their rail plan calls for trains with only 500 seats, but this fictional doubling of capacity nicely boosts the amount of highway construction they can claim would be needed if the train line isn't built. The authority also assumed that more than twice as many trains would run as they now plan to run when the line is complete. They even include the cost of some highway expansions that would not be needed for hundreds of years at normal growth rates."

The bad assumptions do not end there. In their assessment, authority planners count on hyperbolic ridership levels. Their projections for new demand for high-speed rail travel are inflated, which allows them to claim that highways throughout the Los Angeles–San Francisco corridor would have to be expanded by three lanes – regardless of current demand and congestion levels.

The fabrication of facts has squelched the hype surrounding other high-speed rail projects. Wisconsin Governor Scott Walker (R) and Ohio Governor John Kasich (R) ended high-speed rail projects when it became known that the trains wouldn't exactly run at high speed. Cox described the demise of the proposed Tampa-to-Orlando rail line last year: Florida Governor Rick Scott (R) decided against funding this project, which would have put taxpayers on the hook for $3 billion in cost overruns plus operating subsidies.

High-speed rail remains one of the most costly forms of transportation. Heritage's Ronald Utt has enumerated the fiscal pitfalls, pointing to lower-than-expected ridership rates, rising ticket prices, and exorbitant government subsidies in other countries with high-speed rail systems. As is the case in California, the price tag for high-speed rail projects often exceeds original estimates and puts an additional burden on states and taxpayers already struggling in a weakened economy amid massive budget deficits. How irresponsible and misleading it is, then, of the authority to keep pushing for the California project, especially when the methodology supposedly bolstering its argument is anything but sound.

NIB 

A National Infrastructure Bank would destroy fiscal discipline

Mica 11. John L. Mica is the U.S. Representative for Florida's 7th congressional district, serving since 1993. He is a member of the Republican Party. He is the chairman of the House Transportation and Infrastructure Committee, starting January 3, 2011. (John L. Mica, " MICA: STATES WILL HAVE MORE FLEXIBILITY WITHOUT A NATIONAL INFRASTRUCTURE BANK", Roll Call, July 25, 2011, http://transportation.house.gov/news/PRArticle.aspx?NewsID=1362) NVG.
After years of deficit spending, the United States finds itself in dire economic straits. One need look no further than the current debate over the nation’s budget and debt limit. When the economy was stronger, it was easier for the government to spend money it did not have on programs it could not afford. But as the economy continues to struggle, unemployment remains high, and Americans across the country tighten their belts more every day. Congress must act responsibly to get our fiscal house in order. A framework released by Transportation and Infrastructure Committee Republicans in July to reauthorize federal surface transportation programs is a fiscally responsible proposal to increase the value and effect of our limited infrastructure resources while holding to spending levels that are supported by the amount of transportation user fees actually collected. This proposal is the only initiative offered that protects the Highway Trust Fund and ensures its future solvency. This trust fund is maintained by user fees — gas taxes paid by motorists at the pump — dedicated specifically for transportation improvements. The trust fund provides guaranteed long-term funding to states for critical infrastructure planning and projects. However, in recent years the government has been overspending from the trust fund. Last year, we spent about $50 billion from the trust fund but collected only $35 billion in revenue. Consistent overspending has necessitated the transfer of $35 billion from the general fund into the trust fund over the past three years. The Republican proposal restores accountability to federal transportation spending and puts the “trust” back in the trust fund by aligning spending with revenues. Other proposals would either continue the current practice of deficit spending for transportation, which would bankrupt the Highway Trust Fund in less than two years; rely on a gas tax increase that will never pass through an increasingly conservative Congress; or create a national infrastructure bank to fund projects. Our initiative protects the trust fund. Ensuring the viability of this reliable source of funding will allow states to plan major multiyear projects. Significant reforms and improvements for transportation programs will increase the investment value of available infrastructure resources. By leveraging limited funds more ​​​effectively, the level of infrastructure investment is increased. But a national infrastructure bank is not the best way to achieve this leverage. The Federal Highway Administration estimates that for every federal dollar invested in state infrastructure banks, $9.45 in loans for transportation projects can be issued. To encourage states to better utilize SIBs, the Republican proposal increases the percentage of federal highway funding that a state can dedicate to a SIB from 10 percent to 15 percent, and states will receive a specific amount of funding that can be used only to fund SIBs. Many states cur​​​​​​​​​​​​​​​​​​​​​​rently have infrastructure banks. The proposal builds upon this existing SIB structure rather than increasing the size of the bloated federal bureaucracy, as some advocate, by creating a national infrastructure bank. States will have more flexibility to make project decisions. The proposal also expands the successful Transportation Infrastructure Finance and Innovation Act program. By dedicating $6 billion to TIFIA, $60 billion in low-interest loans to fund at least $120 billion in transportation projects will be generated. Additional TIFIA funding will help meet demand for credit assistance for projects, enabling increased leveraging of Highway Trust Fund dollars with state, local and private-sector investment. The new fiscally responsible initiative streamlines the federal bureaucracy in other ways as well. There are more than 100 federal surface transportation programs, many of which are duplicative or do not serve a national interest. An unprecedented consolidation and elimination of about 70 of these programs under this proposal will decrease the size of the federal bureaucracy, freeing up funds that can be invested in infrastructure instead of siphoned off to maintain unnecessary programs. States are provided more authority and flexibility to address their most critical infrastructure needs. However, new performance measures and transparency requirements will hold states accountable for their spending decisions. As this responsible Republican proposal moves forward, we welcome suggestions and ideas for a final bill that protects the Highway Trust Fund, reforms programs, downsizes the bureaucracy, cuts red tape and more effectively leverages our limited resources. 

A NIB would not spur job growth – ARRA proves

Utt, 11

Ph.D. in Economics, non-staff writing Heritage Foundation (Ron, “Obama’s Peculiar Obsession with Infrastructure Banks Will Not Aid Economic Revival”, The Heritage Foundation Online, 8/30/11, http://www.heritage.org/research/reports/2011/08/using-infrastructure-banks-to-spur-economic-recovery)//DH 

The President’s proposal for an infrastructure bank is one idea that he and other progressives have been flogging for the past few years.[1] Although several infrastructure bank proposals have been introduced in Congress,[2] all involve the creation of a new federal bureaucracy that would provide federally funded loans and grants to approved infrastructure proposals submitted to the bank by eligible entities. Funds to provide these loans would either be borrowed by the bank or provided by appropriations, depending on the proposal. But an infrastructure bank would do little to spur the economic recovery—and nothing to create new jobs. 

Misplaced Humor

In reviewing these infrastructure plans it is apparent that, as a proposal to jump-start the economy, these banks possess all the liabilities of (but are even more ineffective than) the failed American Revitalization and Investment Act of 2009 (ARRA), which committed $800 billion to stimulus spending, including $48.1 billion for transportation infrastructure. As the President has recently acknowledged, and The Heritage Foundation predicted,[3] the funded projects have been very slow to get underway and have had a limited impact on economic activity.

In a recent meeting with his Jobs Council, Obama noted that “Shovel-ready was not as…uh…shovel-ready as we expected.” The media reported that the “Council [Council on Jobs and Competitiveness ], led by GE’s Jeffrey Immelt, erupted in laughter.”[4] That the President and his business community advisers found this waste of $800 billion and the subsequent loss of hundreds of thousands of jobs a source of humor is emblematic of the Administration’s failed approach to the economy.

Banks Make Loans, Not Grants

Take for example the President’s national infrastructure bank proposal, which was included in his February 2011 highway reauthorization proposal. His bank would be part of the Department of Transportation and would be funded by an appropriation of $5 billion per year in each of the next six years. Obama’s “bank” would be permitted to provide loans, loan guarantees, and grants to eligible transportation infrastructure projects.[5]

As Heritage and others have noted, the common meaning of a “bank” describes a financial intermediary that borrows money at one interest rate and lends it to credit-worthy borrowers at a somewhat higher interest rate to cover the costs incurred in the act of financial intermediation. In this regard, the Obama proposal is not a bank, and it relies entirely on congressional appropriations—thus, on deficit finance and taxpayer bailouts.

Grants are not paid back, prompting “one former member of the National Infrastructure Financing Commission to observe that ‘institutions that give away money without requiring repayment are properly called ‘foundations’ not ‘banks.’”[6] Senator James Inhofe (R–OK), the ranking member of the Senate Environment and Public Works Committee, further noted that:

Banks don’t give out grants; they give out loans. There is also currently a mechanism for giving out federal transportation grants—it is called the highway bill. I don’t believe an infrastructure bank will increase total transportation investment—it will only take money away from what would otherwise go through the existing highway and transit programs.[7]

Bureaucratic Delays

Although Obama has yet to offer any legislation to implement his “bank,” infrastructure bank bills introduced by Senator John Kerry (D–MA) and Representative Rosa DeLauro (D–CT) illustrate the time-consuming nature of creating such a bank, suggesting more than a year or two will pass before the first dollar of a grant or loan is dispersed to finance a project.[8] Both the DeLauro and Kerry bills are—appropriately—concerned with their banks’ bureaucracy, fussing over such things as detailed job descriptions for the new executive team, how board members will be appointed, duties of the board, duties of staff, space to be rented, creating an orderly project solicitation process, an internal process to evaluate, negotiate, and award grants and loans, and so on. Indicative of just how bureaucracy-intensive these “banks” would be, the Obama plan proposes that $270 million be allocated to conduct studies, administer his new bank, and pay the 100 new employees hired to run it.

By way of contrast, the transportation component of the ARRA worked through existing and knowledgeable bureaucracies at the state, local, and federal levels. Yet despite the staff expertise and familiarity with the process, as of July 2011—two and a half years after the enactment of ARRA—38 percent of the transportation funds authorized have yet to be spent and are still sitting in the U.S. Treasury, thereby partly explaining ARRA’s lack of impact.

Infrastructure “Banks” No Source of Economic Growth

The President’s ongoing obsession with an infrastructure bank as a source of salvation from the economic crisis at hand is—to be polite about it—a dangerous distraction and a waste of his time. It is also a proposal that has consistently been rejected by bipartisan majorities in the House and Senate transportation and appropriations committees, and for good reason. Based on the ARRA’s dismal and remarkably untimely performance, Obama’s infrastructure bank would likely yield only modest amounts of infrastructure spending by the end of 2017 while having no measurable impact on job growth or economic activity—a prospect woefully at odds with the economic challenges confronting the nation.

Bering Strait Tunnel

Bering Strait Tunnel would cost $65 billion and take 34 yrs. To build

Murray 11 

Ph.D. in Neuroscience, University of Maryland Baltimore, Writer for Singularity (Peter, “This Ain’t Your Ancestors’ Ice Bridge – Russia To Build Tunnel Across Bering Strait”, Singularity Hub, 09/15/11, http://singularityhub.com/2011/09/15/this-aint-your-ancestors-ice-bridge-%E2%80%93-russia-to-build-tunnel-across-bering-strait/)//DH

And then there’s the new rail that will have to be built in the US and Canada. Despite the State Department’s seeming cluelessness, reports claim that each country will be responsible for building the track within their borders. One “minor” detail that has yet to be fully worked out is how to pay for the ‘round-the-world train. The countries are still negotiating the final details of cost estimated to be between $30 billion and $65 billion.

If it’s built, when it’s built, passengers will for the first time be able to board a train in London bound for New York. That’s pretty incredible. Who wouldn’t want to lose themselves for a couple months, taking in an unprecedented range of scenery and climates in a single trip? We have to wait a few for it though. The colossal project won’t be completed until 2045.

Of course, no one’s going to make a train for tourists at $65 billion. Proponents of the tunnel argue that it would enable ‘round-the-world shipping that’s faster, cheaper, and safer than shipping across water. They estimate the network would carry about 3 percent of the world’s cargo and eventually turn a profit after about 15 years of operation.

We’ll have to see in the coming days what exactly is confirmed by Russia, by the US. One thing is for certain, those Russians sure aren’t afraid to think big.

Bering Strait Tunnel Would Cost $65 billion to $70 billion

DiBenedetto 7 – Senior Editor at the New York Journal of Commerce (Bill, “Strait Up”, Journal of Commerce [New York], September 3, 2007, http://search.proquest.com.proxy.lib.umich.edu/abicomplete/docview/312948964/abstract/137763C316C6808F410/9?accountid=14667)//PH
While the United States, Russia and Canada joust over claims to the mineral riches of the Arctic Sea beneath the North Pole, another longtime dream near the top of the world waits in the wings. How the Arctic Sea issue plays out diplomatically could have a direct, or indirect, bearing on the chances of a proposed 68-mile road and rail tunnel linking the U.S. and Russia across the Bering Strait. The dream of a Bering Strait tunnel has been around for a very long time, but the project's financial and physical magnitude is so complicated and daunting that it has mostly been dismissed as a sort of crackpot, one-world vision. It has been a darling of a diverse group of engineers, tycoons, economists and such figures as the Dalai Lama, Rev. Sun Moon, political activist Lyndon LaRouche and their supporters, and thus often has been viewed as somewhat over the edge in the political and diplomatic arena. The Cold War also placed the idea in the deep freeze. But like many good or bad ideas, especially if they hang around long enough, the Bering Strait Tunnel, or Strunnel, project is gaining renewed attention. Russia President Vladimir Putin seems to support it on some level, while former U.S. Interior Secretary and ex-Gov. Walter J. Hickel of Alaska is pushing the project as a boon for peace, trade between the two countries, emerging markets in Europe and the Middle East, and as a way to lift his state out of its economic doldrums and turn it into a major transport hub. In 1849, Colorado's territorial governor, William Gilpin, proposed a railway connection between Eurasia and North America across the Bering Strait. The Russians also take credit for proposing the idea about 100 years ago during the reign of Tsar Nicolas II. The scope of the project today likely would involve tunnels, pipelines, power lines, tidal power stations and the rail and road systems of Russia, China, the U.S. and Canada. The project has an estimated price tag of at least $65 billion to $70 billion, which would buy a high-speed railway, energy and fiber optic cable network linking Yakutsk in Siberia through Anadyr in northeastern Russia beneath the Bering Strait to the western coast of Alaska. The cost of the tunnel alone has been estimated at about $10 billion to $12 billion. The Strunnel would be more than twice the length of the 30-mile long "Chunnel" across the English Channel that links Britain and France. Proponents say the link could be built within 12 years, while the construction of the supporting transportation infrastructure would take up to 25 years.

Tunnel Can’t Claim Solvency for 30 Years

Gabbay, 11 – Reporter and Communications Expert at The Blaze (Tiffany, “Soon There May Be A Bering Strait Tunnel Connecting The U.S. To Russia”, The Business Insider, 13 September 2011, http://articles.businessinsider.com/2011-09-13/home/30148364_1_underwater-tunnel-freight-rail-russia-today)//NE

Originally conceived in 1906, during the rule of the last Russian Czar, Nicholas II, the project had been deemed unrealistic by many, and put on hold by world wars and revolutions, but now seems to have recaptured the hearts of businessmen on three continents. The tunnel is expected to be twice the size of the Channel Tunnel connecting Britain and France. The 65 mile giant would be the key component of a 3,700 mile railroad reaching from Yakutsk, Russia to Canada’s British Columbia. If finally approved, the ambitious project will demand a tremendous effort that will make use of Russian, American, Japanese and Chinese human and natural resources. According to various estimates, the project will cost anywhere from $30 billion to $65 billion, and would be paid off over the next 15 years. The epic project could be completed by 2045. 

Canals

Canal construction is expensive – More than $360 million for a small project 

Robinson et al, 07

Engineering consultant for Value Engineering, (John L., “Through Delta Facility”, Value Planning Study Final Report, June, 2007, http://baydeltaoffice.water.ca.gov/ndelta/TDF/documents/Through%20Delta%20Facility%20Final%20VE%20Report.pdf) 

Operation and Maintenance Issues The main operation and maintenance issues include embankment maintenance, pumps, trash racks and fish screens maintenance, seepage system monitoring, weed control, fisheries monitoring, Delta Levee maintenance, and bridge and siphons monitoring. PROJECT COST The preliminary estimated cost of the TDF project is 360 million dollars. This cost estimate excludes cost for cultural resources preservation associated with mitigation and recovery. The estimate also excludes estimates for relocations, land and right of ways, engineering design, supervision and administration, and project indirect cost (such as, project staff, job site facilities, utilities, and equipment). The construction cost estimate for each component is summarized below. Itemized Construction Cost for TDF Item Cost ($1000) General (mobilization and demobilization) 8,736 Inlet Structure 43,948 Pump Station 58,814 TDF Canal 87,420 Siphons 13,790 Bridges 33,751 Outlet and Misc. Structures 3,941 Subtotal 250,400 Contingency 100,160 Total 350,560 Rounded Total 360,000 CONCLUSIONS AND RECOMMENDATIONS The TDF project envisions diverting 4,000 cfs of Sacramento River water to South Fork of Mokelumne River. The project components include an intake facility, approximately 12 mile long unlined canal, three siphons, six bridges, and an outlet structure. The pertinent facilities in the intake include a trash boom, floodgate, trash rack, fish screen, bypass channel, and a pumping plant. The pre-feasibility level study concludes that based on the present evaluations the TDF project construction is possible with an acceptable engineering risk. The estimated cost of the project is $360 million. At this pre-feasibility level, the conclusions are based on limited hydrological, topographical, and physical data. Further steps in the design and engineering analyses should include detailed field surveys of the alignment, geological investigations, and right of way investigations.

Internal Links

Fiscal Discipline Key

XT Dollar Collapse

Fiscal discipline key to avoiding catastrophic inflation and investor flight

Barkey 3 – (Patrick, Professor of Economics at Ball State University, “Lack of Fiscal Discipline Contributes to Dollar’s Fall”, “Indianapolis Business Journal”, http://go.galegroup.com.proxy.lib.umich.edu/ps/retrieve.do?sgHitCountType=None&sort=DA-SORT&inPS=true&prodId=ITOF&userGroupName=lom_umichanna&tabID=T003&searchId=R2&resultListType=RESULT_LIST&contentSegment=&searchType=BasicSearchForm&currentPosition=7&contentSet=GALE%7CA102909346&&docId=GALE|A102909346&docType=GALE&role=//AS) 

Two distinct themes have emerged throughout the business media's coverage of the dollar's rapid fall vs. the euro in recent weeks. If we need someone to blame for the situation, we apparently have him. He is John Snow, the treasury secretary who dared to say in public a weaker dollar might be good for the U.S. economy. But, then again, maybe we should thank Snow instead of hanging him. For the second theme coming across in the coverage is that the dollar's fall will breathe life into the long-suffering U.S. manufacturing economy. Such simple statements are soothing and may even be partially correct. But anyone who studies the complexity of world currency markets quickly gains an appreciation of the markets' stubborn refusal to be hemmed in by how the pundits or the policymakers think they should behave and what results they should produce. We will probably always harbor the notion that countries can make their own currencies move at will. The actual evidence on the question is mixed at best. Financial officials, of course, work hard to preserve the appearance of control, but even the U.S. Treasury's resources are dwarfed by the volume of notes in circulation. No nation has the capacity to counter adjustments to currency values that reflect the aggregate market's assessment. Clearly, that assessment has pulled the dollar's value down since the late spring of 2002, when just over 85 cents bought the same euro that goes for more than $1.10 today. That easily understood change, however, sets off a surprisingly complicated sequence of events, and the ultimate effect on our welfare is ambiguous. Of course, the weaker dollar makes the goods and services we sell abroad cheaper. That seems good. But it makes imported products more expensive, helping to feed inflation, which is bad. Production abroad thus can suffer, which can decrease demand for our exports. Are you with me so far? It's a non-trivial puzzle for Indiana businesses, many of whom are in the business of selling production-related equipment to businesses abroad. If slumping exports cause the European Union economies to contract, businesses there aren't likely to need much of the capital goods they would have otherwise bought from us. There is another half of the equation as well. A weaker dollar means foreign investors earn a lower return on capital they invest in the U.S. economy. Given the low average savings rates by Americans, the prospect of diminished levels of foreign investment cannot be taken lightly. Many of us treat news on the dollar's value much as we would receive a report on the weather. But, as Ball State University economist Gary Santoni reminds us, it is not enough to know where the dollar is moving, but why it is going in that direction. It is one thing to know the temperature outside tomorrow will be cooler. It is quite another to know that the cooling is being produced by the shadow of a renegade asteroid between the sun and our planet. In the economy, the part of the renegade asteroid is being played by Congress. Fiscal discipline has been abandoned by our legislature and investors have been paying attention. If the dollar's fall reflects their diminished confidence in Congress' ability to manage budgetary affairs, perhaps we should put celebrations over the currency slide on hold. 

XT Investor Confidence
Deficit spending raises interest rates and decreases investment
Thoma, Mark. May 2011. ( "Government Deficits: The Good, the Bad, and the Ugly".  CBS News, May 22, 2011. http://www.cbsnews.com/8301-505123_162-39741324/government-deficits-the-good-the-bad-and-the-ugly/. NVG) Thoma is a macroeconomist and time-series econometrician at U of Oregon. His research focuses on how monetary policy affects the economy, works on political business cycle models. 


The main worry about deficits is crowding out. Crowding in was just described as it occurs when deficits cause output to go up and business confidence is increased. Crowding out comes about when deficit spending raises interest rates. There is a limited amount of funds available for investment, and when government competes with the private sector for a share of these funds to finance its deficit spending, it drives the cost of these funds . Interest rates are higher. The increase in the interest rates causes investment to fall, and lower investment translates into lower output and lower economic growth. In addition, to the extent that the private sector is more efficient than the public sector, crowding out, i.e. more government spending and less private investment, can result in a less efficient use of resources (though in the case of public goods government can be the more efficient provider, and hence it is not always the case that efficiency falls). Another worry about deficits is that they will be monetized leading to inflation. Debt monetization occurs when the Fed prints new money and uses it to purchase government bonds help by the private sector. This removes debt from the private sector and replaces it with money, and if the money is used to purchase goods and services, as it's likely to be, this can be inflationary (though when there is an excess supply of goods, as in a deep recession, inflation is unlikely to be a problem). The Showdown Which of these concerns is most important? Notice that in the short-run, the consequences of deficits are mostly positive when the economy is in a recession. Deficits allow us to stabilize the economy (though it's important we pay the bills when times get better), deficit spending can stimulate investment through crowding in, and there's little danger that the spending will drive up interest rates or be inflationary due to the large amount of slack in the economy. But in the longer run deficits are mostly problematic. As the economy nears full employment deficits can lead to higher interest rates, crowding out, less investment, and slower growth. Inflation can also be a problem, and if the debt burden gets bad enough, outright default is a possibility. 
XT Econ/Trade Collapse

Lack of fiscal discipline leads to economic collapse

Kumar & Ter-Minassian 7 – (Manmohan and Teresa, Analysts for the International Monetary Fund, “Promoting Fiscal Discipline”//AS)
Fiscal deficits often indicate a variety of adverse domestic and external shocks that affect budgets directly as well as through their impact on the economic environment. In addition to the pace of economic activity, these can include terms of trade shock, financial market turbulence, as well as political instability and natural disasters. However, the persistence of deficits, as well as the inexorable rise in public sector indebtedness, over the past three decades in so many countries suggests that some fundamental factors are likely to have played a role. Both theoretical and empirical literature suggest that preeminent among these factors are inadequate fiscal discipline and weak fiscal management. Fiscal discipline requires that governments maintain fiscal positions that are consistent with macroeconomic stability and sustained economic growth. To this end, it warrants avoiding excessive borrowing and debt accumulation. Reflecting deficit and debt sustainability problems, weak fiscal discipline has often compromised stability and growth, and in the worst cases, has lead to economic and financial crises. Moreover, while output stabilization would warrant countercyclical fiscal policy, governments tend to favor procyclical discretionary spending increases and tax cuts in “good times”, when the economy is doing well. In “bad times”, although countercyclical fiscal policy could be useful, pressing deficit and debt sustainability problems make such policy difficult if not impossible. Procyclicality in good times thus becomes an underlying cause of poor fiscal discipline. Fiscal discipline is essential if countries are to avail themselves of the opportunities offered by increasingly free trade and open capital markets, to enhance their longer-term economic prospects. 

Deficit spending fueled the debt crisis and will hurt the economy

Smith 10 – (Vernon L., George L. Argyros Professor in Finance and Economics at Chapman University, is a 2002 Nobel Laureate in Economics, “Please, No More Deficit Spending!”, The Daily Beast, http://www.thedailybeast.com/articles/2010/07/19/please-no-more-government-spending.html//AS) 

Deficit "stimulus" is not the road to economic recovery. It's the problem, not the solution, writes Nobel laureate economist Vernon L. Smith, who grew up in Depression-era Kansas. Last October a Rasmussen poll was already showing that only one-third of likely voters believed that the stimulus package was helping the economy. You, your fellow citizens and Congress are now concerned that the main effect of the federal stimulus has been to increase the burden of a swollen government living beyond its means. You were told that the stimulus was justified because it would jump-start the economy, setting in motion a recovery that would increase output by more than its increased deficit cost. But you are skeptical that there has been any recovery, and think that you have been misled by the president and the economic experts. Your doubts have received bipartisan reinforcement. The $860 billion stimulus under the Obama administration was preceded by a $170 billion Bush stimulus that was said to be ineffectual because it was too small. Out of fear, people tended to use the Bush stimulus checks to pay down debt and to increase saving. Unemployment was rising, and large numbers of home owners were already living in homes worth less than what they owed the bank. It is now worse. In the five most severely affected states, here is the percentage of homeowners who owe more than their home is worth: Nevada (70%); Arizona (51%); Florida (48%); Michigan (38%); California (35%). Our current crisis was brought on by government and private programs designed to make it easier for people to buy homes. The result was an unsustainable housing bubble, and ensuing crash that put banks, businesses and households all in debt-reduction mode. “Our best shot at increasing employment and output is to reduce business taxes and the cost of creating new start-up companies.” The case for government deficit spending was that idle unemployed labor and capital would be put to work to increase the output of goods and services. Hence, a dollar of government spending would produce more than a dollar of new output because of the “multiplier effect.” Robert Barro of Harvard has studied wartime and defense spending, and found a multiplier of only 0.8. But those were better times, when businesses, banks, and consumers were not primarily concerned to use new income to pay down debt or save to protect against income loss. Even in better times there wasn’t much bang for the buck. So what has been the government’s response in the current crisis? Besides spending stimulus, it was tax incentives for new home buyers and cash for clunkers if you bought a new car. All three are programs for borrowing output, homes and cars from future production and sales. Using subsidies to pump up home sales beyond what people could afford was the problem that led to the crisis. Now the problem is touted as the solution. We are in times not seen since the Depression, when at its depth in 1934 my parents lost their Kansas farm to the bank. Such memories and the intensity of the current crisis led me and my colleague, Steven Gjerstad, to examine the last 14 recessions including the Depression. We have been surprised and dismayed to learn that in 11 of these 14 recessions the percentage decline in new house expenditure preceded and exceeded percentage declines in every other major component of GDP. Hence the sources of the current debacle are hardly new! Moreover, past recoveries in the housing market have been closely associated with recovery from recession. The latest data continue to tell us that the turnaround in housing, consumer durables, and business investment are all anemic. Our past housing and government spending mistakes leave us with no good choices. But please no more government spending! The deficit must now be faced. Avoid any new taxes; they are unlikely to reduce the deficit without discouraging recovery. Our best shot at increasing employment and output is to reduce business taxes and the cost of creating new start-up companies. Don’t subsidize them; just reduce their taxes even as they become larger; also reduce any unnecessary impediments to their formation. This is strongly indicated by the business dynamics program of the Bureau of Census and the Kauffman Foundation which has tracked new startup firms in the period 1980-2005. The entry of new firms net of departing firms in this period account for a remarkable two-thirds more employment growth (3 percent per year) than the average of all firms in the US (1.8 percent per year). The invigorating turmoil created by new technologies, with accompanying growth in output, productivity, and employment lead to new business formation as old firms inevitably fail. Reducing barriers to that growth encourage a recovery path which does not mortgage future output.

Lack of fiscal responsibility leads to economic collapse

Severov 6 – (Author, http://www.thedailybeast.com/articles/2010/07/19/please-no-more-government-spending.html, “International Finance and Monetary Policy”//AS)

The preference for the pegged systems by the developing economies stems from the idea that pegged systems implicitly call for fiscal discipline under capital mobility, since bad policies by the government would lead to the worsening of the external balance, eventually forcing the abandoning of the peg. In practice, however, this fiscal discipline is not observed since the eventual outcome, devaluation, may come long afterwards leaving the authorities very little incentive to take the necessary fiscal measures. As put forth by Tornell and Velasco (2000), flexible exchange rate regimes, on the other hand, provide an incentive for the authorities to enhance fiscal discipline since the costs of bad policies are immediate. Examples of crises due to insufficient fiscal discipline under pegged systems include the Mexican crisis of 1994, the Asian crisis of 1997, the Brazilian crisis of 1999 and the Turkish crisis of 2001. Argentina can also be included in this list since one of the major reasons for the collapse of the currency board regime was the lack of fiscal discipline in local governments. The case against the currency boards was demonstrated by the dramatic collapse of the Argentine economy in 2001. While labor market rigidity and lack of fiscal discipline were the two main factors contributing to this collapse, perhaps the most important reason was the wrong choice for the anchor currency that lead to the loss of international competitiveness. The lesson of the collapse of the Argentine currency board is that the use of a proper peg, fiscal sustainability, and credibility are crucial for success while over the long term maintaining the peg comes at high costs. Also, fiscal sustainability not only means reducing primary spending or raising taxes, but also conducting policies to correct the mismatch between debt composition and output composition in terms of tradables versus non-tradables.

Lack of governmental fiscal discipline will turn the US into an economic wasteland

De Rugy 4 – (Veronique, fiscal analyst at the Cato Institute, “Enough Talking About Fiscal Responsibility, Let’s Stop Spending”, The Cato Institute, http://www.cato.org/publications/commentary/enough-talking-about-fiscal-responsibility-lets-cut-spending//AS) 

Thomas Jefferson once warned, "When all government shall be drawn to Washington as the center of all power, it will render powerless the checks provided of one government on another, and will become as oppressive as the government from which we just separated." Sadly that day may have arrived. The federal government now consumes about 20 percent of Gross Domestic Product and it plans to spend at least $2.4 trillion in FY2005. Government's size and scope have reached beyond acceptable levels. If they were faithful to America's Founding Fathers, lawmakers would finance a government that focused only on the constitutional mission of national security and justice. This represents roughly $400 billion of today's $2.4 trillion federal outlays. It's time to walk the walk and cut federal spending! It's not as if we have a choice. For the last four years, Washington should have been pruning the budget. Social Security and Medicare costs will explode when the baby boomers retire. Longer life spans and rising health care costs will exacerbate the tax-burden on our children if entitlement programs are not reformed. The coming fiscal crunch from entitlements requires a radical reform. Senate Budget Committee Chairman Don Nickles (R-Okla.) wants billions of dollars of reductions in entitlements. He's right. In addition, we need to move beyond Social Security to an individual savings-based system. Such a system would create the incentives to get today's workers to save capital for their retirement and prescription drugs, rather that rely on tomorrow's taxpayers. Congress should also freeze the discretionary portion of the budget. Discretionary spending has grown by 41 percent (through 2005). Some say this is for the war on terror. But nondefense spending (excluding homeland security) has increased by 32.4 percent. The easiest way to cut spending is to root out waste and fraud. Under the initiative of House Budget Committee Chairman Jim Nussle (R-Iowa), committees have identified federal waste totaling $100 billion over 10 years. However, this waste has not been cut. And there are still cuts to be made to pare government back to its defense and justice functions. Next: At minimum, abolish the Departments of Education, Commerce, and Energy. In May 1995, the House approved ending some of these departments but the legislation went no further. Meanwhile, domestic agencies that Republicans slated for elimination almost 10 years ago are now some of the most bloated parts of the federal government. Education's budget grew by 80.1 percent under President Bush's watch while Energy and Commerce grew, respectively, 37 percent and 23 percent.  Another issue that Republicans pushed with the "Contract With America" was the need to shift programs back to the states. In FY 2004, the federal government will pay out over $400 billion in grants to state and local governments for transportation, education, housing, environment and other programs. This is ridiculous. Why should taxpayers send money to Washington, which takes its slice and then sends it back to the states? Congress should transfer all these programs back to state and local governments and reduce the federal taxes that go with them. End corporate welfare. As former Budget Director Mitch Daniels noted: "It was not the federal government's role to subsidize, sometime deeply subsidize, private interests." He's right. Unfortunately, there is at least $90 billion of corporate welfare in this year's budget. Farmers get a large share of subsidies, with over $30 billion in 2004 in the form of crop subsidies and loans. With the federal government in deficit, corporate welfare is the perfect place to curtail spending. All levels of government contain pork. According to Citizens Against Government Waste, in FY 2003, the GOP-controlled Congress porked-out a record $22.5 billion. Two examples: $100,000 renovation of the historic Coca-Cola building in Macon, Georgia, and $350,000 for construction of a folk cultural center in Pinellas County in Florida. Finally, the feds should privatize businesses such as NASA, air traffic controllers, the U.S. Postal Service, Amtrak and other agencies. These operations should not be publicly run, especially given their poor performances. Even welfare states in Europe have learned this lesson. For instance, Germany's postal service is private. Canada's private air traffic control operates well. And private space exploration is on its way in Russia. Those industries ought to be private in America too. Government is too big and it spends too much. Equally important, it spends money foolishly. It subsidizes the wrong things and penalizes the right things. Politicians create programs to solve problems, which invariably make things worse and lead to more spending. America need not creep into stagnant, bureaucratic wasteland. Yet we will become like France if Congress continues to spend like French politicians.

XT Experts Agree

America needs fiscal discipline – major economists agree

Edward 3/23. Geralyn Edward is a business Writer with a prominent Barbadian newspaper. (Geralyn Edward, "Fiscal Discipline Key, Says Vocker", NationNews, February 23, 2012, http://www.nationnews.com/articles/view/fiscal-discipline-key-says-volcker/) NVG.
If there was one important piece of advice that eminent American economist Paul Volcker wanted to leave with Barbadians it was the need for fiscal discipline. He said countries had to become disciplined enough to avoid the “excesses” of spending too much, borrowing to build reserves. The respected former chairman of the United States Federal Reserve – the equivalent of the central bank – conceded that his country had not followed the advice that it often preached to other nations, and was now suffering the consequences. Speaking to a packed Frank Collymore Hall on Tuesday night, with the audience spilling into the foyer and also the Grande Salle, Volcker said: “In the United States, we don’t like to save very much. We spend a lot on consumer items produced in China. We bought a lot of stuff from China and we paid for it by selling them treasury bills, so they now have US$3 trillion and we have a lot of consumer goods that we have probably used up – and left ourselves with some very large debts.” During his 35-minute presentation, followed by an almost 45-minute question and answer session, Volcker said the same troubled road travelled by the United States had also been followed by Greece, Spain, Italy and Ireland. “It is a lack of discipline. It is very easy to borrow . . . and there were no restraints, so we all have big deficits and prudent finance has gone through the window,” said Volcker, the former chairman of President Barack Obama’s Economic Recovery Advisory Board. And while he said some “repair” of broken economies had begun with stricter capital requirements on banks, most of the new standards to protect the financial sector from another collapse were yet to be implemented. 

XT Historical Examples

Empirically proven – fiscal discipline is key to the economy

Jamison 11 – (Dennis, “Unsustainable Federal Spending Gone Bad”, The Washington Times, October 2, 2011, http://communities.washingtontimes.com/neighborhood/history-purpose/2011/oct/2/unsustainable-federal-spending-gone-bad//AS)

The current contentious wrangling over federal spending and national debt limits continues to stimulate political discourse throughout the nation, but it is not unusual that Americans express genuine concern over excessive government spending. What is unusual is that many Americans today are clueless about where the federal government obtains the money it so recklessly spends. Especially at this time when the dominant political party is so adamant in spending so much of the taxpayer’s money, American’s should know that unsustainable spending in the past has had disastrous consequences.  One striking precedent of excessive federal spending contributed to one of the most severe economic depressions and some of most turbulent civil unrest in U.S. history. In an eerie parallel of history, one political party won control of the Presidency and both houses of Congress and felt confident they had a mandate for change.  They used that mandate to aggressively pass whatever legislation the party desired.  Unfortunately, their plan involved manipulating the nation’s money supply and unprecedented federal spending.  Their legislation led to serious inflation and the destabilization of American’s currency, and ultimately a devastating economic depression. In the election of 1888, Republican Benjamin Harrison, beat President Grover Cleveland by an electoral margin of 233 to 168 despite losing the popular tally by 90,000 votes.  In addition, the Republican Party held a substantial margin of control in the U.S. Senate and took control of the House of Representatives.  Republicans interpreted their victory as a significant mandate and they chose to pursue a course of spending unparalleled in previous administrations. Under Cleveland’s previous four years, the nation enjoyed a fairly decent period of economic prosperity.  Cleveland, a fiscal conservative and Democrat (yes, they did exist), felt anxious about his surplus of around $100 million in the U.S. Treasury.  He believed that the money belonged to the people and if it continued to languish in the hands of the administration, Congress would surely find some way to spend it. Indeed, Harrison and the Republican Congress had little trouble initiating a spending spree that proved unprecedented up to that time.  The large surplus was essentially amassed by high tariffs on imported goods.  This became a hot issue during the campaign of 1888.  The Democrats wanted the tariff lowered, while the Republicans wanted tariffs to remain high.  In 1890, the Republican controlled Congress passed the McKinley Tariff Act which raised duties on imports to even higher levels, stimulating retailers to raise their prices. Higher prices angered millions of voters.  During Harrison’s term, a People’s Party (more commonly known as the Populists) rose to challenge both major political parties.  Additionally, the Democrats challenged the unsustainable spending of the Republicans.  They dubbed it the “Billion Dollar Congress” because for the first time in America’s history, an administration had appropriated over $1 billion a year. Also in 1890, Republicans passed the Sherman Silver Purchase Act which required the federal government to purchase 4.5 million ounces of silver each month at market prices.  Purchasing so much silver was a scheme to mandate silver coinage to benefit silver mining interests as well as Western farmers who had heavily supported the Republican Party. Intended as a means to stimulate inflation, farmers welcomed the law because it devalued the dollar and meant that farm loans were technically repaid with fewer dollars.  On a larger scale, the recent printing of so much paper money by the Federal Reserve is an attempt at something similar.  Reducing the value of the dollar through inflation can technically reduce the dollar value of the loans the U.S. government has to repay to foreign nations. High spending eliminated Cleveland’s surplus and the Billion Dollar Congress depleted the gold reserves at a rate of nearly $50 million a year while dumping less valuable silver into the Treasury.  Many historians believe that the Sherman Silver Purchase Act was a fundamental factor in the destabilization of U.S. currency and in the intensification of the depression in the aftermath of Harrison’s term. Best laid plans can go awry, and the Republicans’ aggressive tampering with the economy backfired.  Harrison and his party lost by an overwhelming margin in 1892.  Unfortunately, the actions of the Harrison government undermined the economy.  Cleveland and the Democrats faced a momentous job to repair the looming economic crisis.  But like a bad omen, just days before the former president’s second inauguration, the Philadelphia & Reading Railroad went bankrupt. In May, the Panic of 1893 ripped through the country.  The stock market crashed. More railroads and businesses failed, people panicked and inevitable runs on the banks caused numerous bank failures.  Unemployment rose to staggering levels.  Some historians claim that at the height of this depression, unemployment rose to between 17- 20%, but official records were not kept until during the Great Depression.  This period was scarred by company lockouts, labor strikes, and physical clashes between workers and the government.  One of the most violent strikes was the Pullman Strike of 1894. Although Cleveland was determined to undo the damage wrought by Harrison, he could only do so much.  Despite bitter and divisive debates, he persuaded Congress to repeal the Sherman Silver Purchase Act.  But by January of 1895, only about $40 million of gold remained.  Cleveland managed to persuade J.P. Morgan and other bankers to purchase government bonds with gold which replenished the supply to over $100 million, but the depression dragged on for four years. Ironically, after the election of 1892, Harrison went back home to Indiana and Cleveland was left holding a ticking economic bomb.  When he could not “fix” the broken economy, Americans blamed Cleveland.  He was not offered another chance. One may wonder whether these events could have served as a lesson for future administrations.  But, the follow up question is: Do politicians ever learn from the past?  Well, in this case, possibly.  It may be where the current Democratic leadership got their blueprints for their recent spending addiction.

US K2 World Econ
XT Dollar Collapse Bad

U.S. dollar collapse would destroy international trade and investment
Barry Eichengreen, 12 
Professor of Economics, University of California Berkley (Barry, “When Currencies Collapse”, Foreign Affairs Journal, Volume 91, number 1, pg 132, Jan and Feb of 2012)//DH

BY PROCESS of elimination, the world is left with the dollar and the euro as the only instruments capable of supporting current levels of international transactions. If doubts about the stability of these currencies deepen further and central banks curtail their holdings of them, those central banks will have less capacity to intervene in financial markets and buffer the effects of volatile capital flows on their economies. In response, governments are likely to limit those flows via capital controls, as they did following the liquidation of foreign exchange reserves in the 1930s. Trade credit would become more costly, since commercial banks would demand additional compensation for holding dollar and euro investments. This situation would resemble the wake of the failure of Lehman Brothers in late 2008 and early 2009, when dollar credits became scarce and international trade declined precipitously. But what was its then a temporary problem would instead be a permanent condition. How serious would the impact on international trade and investment be? The answer depends on how severely confidence in the dollar and the euro eroded, and how reluctant those engaged in international trade and financial transactions became to accept dollars and euros. The experience of the 1930s suggests that in the worst case, international trade and financial flows would be severely depressed. The economic and financial globalization that has lent important impetus to economic growth in recent decades, especially in emerging markets, would be threatened. Alternatively, if the current economic and financial problems in the United States and Europe translate into nothing more than a few points of additional inflation and some depreciation of the dollar and the euro against other currencies, then the consequences will likely be similar to the relatively benign outcome of the collapse of the Bretton Woods system in the 1970s. It is clear that the dollar will have to decline further in the medium term to restrain the growth of the U.S. current account deficit. To prevent that decline from precipitating a crisis of confidence, U.S. policymakers will have to put the federal government's finances on a sustainable footing. But critically, that fiscal consolidation must be done in a way that does not gut the federal government's support for. basic research, education, infrastructure, and other programs on which the economy's growth depends. A country that does not grow its economy cannot continue to grow its financial markets-and cannot provide adequate international liquidity to the global economy. Whereas the United States must preserve financial stability, Europe must restore it-an even more daunting task. Doing so will require European policymakers to acknowledge that not just Greece's debt but those across much of southern Europe are unsustainable.

XT US Key
US Economy key – collapse causes a snowball effect
Samuelson, 24 June – Writer for the Washington Post (Robert J, “The sources of the global economic stalemate”, Washington Post, 24 June 2012, http://www.washingtonpost.com/opinions/robert-j-samuelson-the-sources-of-the-global-economic-stalemate/2012/06/24/gJQAvuFP0V_print.html)//ST
We live in a world of broken models. To understand why world leaders can’t easily fix the sputtering global economy, you have to realize that the economic models on which the United States, Europe and China relied are collapsing. The models differ, but the breakdowns are occurring simultaneously and feed on each other. The result is that the global recovery flags, while pessimism and uncertainty mount.

Take the United States. The U.S. economic model was consumer-led growth. From the early 1980s until the mid-2000s, what propelled the economy was rising wealth — stocks, bonds, real estate — that encouraged households to spend and borrow more. Feeling richer, people traded up for better cars, homes and vacations. Everyone could afford or aspire to “luxury.” Businesses responded by investing in more malls, restaurants, hotels, factories and start-ups. 

Of course, this is now ancient history. The popping of the credit bubble depressed home values, stocks and jobs. Recently, the Federal Reserve reported that the net worth of the median U.S. household — the one exactly in the middle — fell 39 percent from 2007 to 2010 to $77,300, a level that, when adjusted for inflation, equaled the early 1990s. (Net worth is the difference between what someone owns and owes.) 

Feeling and being poorer, Americans have cut back. Their buying is muted. They’re trying to repay debt and rebuild wealth. A new study from the National Bureau of Economic Research found that declines in household balance sheets — that is, wealth — caused almost two-thirds of the 6.2 million jobs lost from March 2007 to March 2009. To grow faster, the U.S. economy can’t rely on large gains in consumer purchases. 

What’s to replace it? There are three possibilities: higher exports, more business investment and higher government spending. Weak economies elsewhere hinder exports. Businesses won’t invest unless there’s stronger demand. And more reliance on government means bigger budget deficits, a policy that inspires powerful political resistance. 

It turns out that, once your economic model goes bust, it’s not easy to build a new one. The obstacles are at once economic, social and political.

Size of the US economy makes it key – decline affects the globe
Samuelson, 24 June – Writer for the Washington Post (Robert J, “The sources of the global economic stalemate”, Washington Post, 24 June 2012, http://www.washingtonpost.com/opinions/robert-j-samuelson-the-sources-of-the-global-economic-stalemate/2012/06/24/gJQAvuFP0V_print.html)//ST
Altogether, the United States, Europe and China represent about half the world economy. But their situations are not isolated. Brazil, India and some other major countries are also discovering that their economic policies need recalibrating.

A2 Stimulus Link Turns
2NC A2 Link Turns

More transportation spending won't lead to growth - stimulus effect is massively overestimated
Utt, Ronald. 4/08. Dr. Ronald D. Utt (also known as Ron Utt) holds a doctorate in economics from Indiana University and a bachelor's degree in Business Administration from Penn State University. Mr. Utt was in 1994 a member of the 'Business Advisory Board' of the Center on Regulation and Economic Growth, a program of the Alexis de Tocqueville Institution (AdTI). (Ronald D. Utt, "More Transportation Spending: False Promises of Prosperity and Job Creation", The Heritage Foundation, April 2, 2008, http://www.heritage.org/research/reports/2008/04/more-transportation-spending-false-promises-of-prosperity-and-job-creation, NVG.) 

With the economy slowing and flirting with reces​sion, many Members of Congress and several presi​dential candidates have been advocating a second, costly stimulus package that would relying more on gov​ernment spending than on stimulating private spend​ing with tax cuts. In many of these proposals, a portion of the new spending would go to infrastruc​ture, with some or all of it targeted to transportation projects. As is often the case, many of the leading tax users in the field of transportation-the American Association of State Highway and Transportation Officials (AASHTO), the American Road and Trans​portation Builders (ARTBA), the American Public Transportation Association (APTA), and the Associ​ated General Contractors-have urged Congress to spend more money on projects that would directly benefit their members. As this paper demonstrates, most of the alleged economic benefits are based on grossly exaggerated claims made by a U.S. Department of Transportation (USDOT) computer simulation conducted in 2000 and 2002. In fact, the vast majority of independent academic and federal government studies on the rela​tionship between infrastructure spending and eco​nomic activity have found that the impact is very modest and long in coming. Lobbyists Clamor for More Spending Typical is a recent statement by AASHTO Executive Director John Horsley in which he proposed that gov​ernment provide $18 billion in new transportation spending to create 750,000 new jobs. Presumably, these figures are based on the exaggerated USDOT simulation that each $1 billion of new transporta​tion spending would creates 47,000 new jobs. He also claimed that more than 3,000 transportation projects could be awarded and started within 30 to 90 days, suggesting that if they were this close to being started, they were probably also funded by current state transportation budgets.[1] An ARTBA vice president told the House Demo​cratic Caucus that "protecting the solvency of the highway trust fund…was one of the most effective ways to facilitate economic recovery" and later noted that a gas tax increase was one way to do this.[2] APTA complains that the proposed $1 billion for transit projects was dropped from the stimulus package (H.R. 5140) before passage and recommends that its $3.6 billion spending plan for its members be con​sidered as part of any subsequent package.[3] Several presidential candidates have included infrastructure and transportation spending in their proposed stimulus packages. Senator Barack Obama (D-IL) has proposed a new federal infra​structure bank that would spend $60 billion over 10 years (equal to $20 per year per person) on high​ways and other projects to create 2 million new jobs.[4] Senator Hillary Clinton (D-NY) proposed to increase annual spending on public transit by $1.5 billion and annual spending on passenger rail (Amtrak) by $1 billion,[5] while former Republican presidential candidate Mike Huckabee repeated- and misrepresented-the claim that $1 billion in "federal highways and transit infrastructure" creates 47,000 jobs in announcing "The Huckabee Plan: Four Guiding Principles for Strengthening Amer​ica's Infrastructure."[6] Congress is also getting involved in the spending spree. In his statement on the budget resolution for fiscal year 2009, Senate Budget Committee Chair​man Kent Conrad (D-ND) announced that he had allowed room for stimulus spending in his budget proposal, including an unspecified sum for high​ways. Following the lead of the highway lobbyists, the Senator claimed: [M]ore than 3,000 "ready-to-go" infrastruc​ture projects were identified. An investment in these projects will not only repair roads and bridges, but it will create jobs and improve economic growth, and start the pro​cess of reversing the Bush administration's underfunding of infrastructure.[7] Yet these many claims that highway spending can quickly creates jobs and spur the economy are highly questionable given the mixed findings of decades of independent academic studies on the relationship between federal spending programs and job creation. Only one substantive "study," which was commissioned by the U.S. Department of Transportation, asserts much of an impact on job creation, and the study's authors heavily qualified that claim, recognizing that the results were pro​duced using highly artificial assumptions in the computer simulation. Indeed, a careful review of the USDOT study reveals that many proponents of highway spending exaggerate its ability to predict the number of jobs created by additional spending. The USDOT Study Many of these claims for job creation are drawn from a computer simulation conducted in the early part of this decade by several researchers under con​tract with USDOT. The simulation calculated that each $1 billion of highway spending by the federal government would lead to what USDOT analysts describe as "employment benefits" totaling 47,576 person-years.[8] The study used USDOT's JOBMOD Employment Estimation Model, an input/output (I/O) model of the highway construction sector of the U.S. economy, to calculate the employment effects of additional highway spending as follows: First-round effects totaling 19,585 person-years, composed of 12,453 jobs in the highway con​struction sector and 7,132 jobs in industries sup​plying equipment and materials (e.g., stone, concrete, rebar, and fuel). Second-round effects totaling 6,939 person-years of indirect employment, caused by addi​tional production demands in industries that supply highway construction materials (e.g., iron and steel, financing, insurance, repair, and chemicals). Third-round effects of 21,052 person-years, resulting from spending by the workers employed in the first two rounds on consumer goods (e.g., DVDs, Big Macs, baseball caps, hockey tickets, bourbon, socks, magazines, and home repair). As the $1 billion of federal highway spending works its way through the economy, this input/out​put analysis contends that the money will produce the equivalent of 47,576 jobs for one year. Notwithstanding the extent to which Senators, lobbyists, and the media tout the number of new jobs that the bill "creates" for every extra $1 billion spent, the words "new" and "create" appear only infrequently in the study's lengthy written report about the operation and results of the model. Often, it refers to ambiguous "employment benefits." Such cautionary statements are appropriate because the analytical approach and mathematical model used to calculate these employment benefits have only a limited capability to make firm predic​tions on new job creation. Indeed, in an introduc​tory section, the report carefully hedges its predictions with statements such as "assuming there is slack labor supply, each construction project cre​ates a number of new jobs directly." Such qualifications are particularly justified given that the mathematical model used by USDOT-traditional I/O analysis-is little more than a comprehensive technical description of the quantities of materials, supplies, and labor that are needed to make a certain product. This model does not accurately describe the complex workings of a market economy in which, each moment, thou​sands of participants make millions of choices involving hundreds of thousands of services and commodities, all in limited supply. In the real econ​omy, more of one thing means less of another in the short run as individuals and businesses substitute one product for another in response to changing prices. USDOT's traditional I/O analysis doesn't consider such offsets and substitutions. For example, using the job-creation numbers provided by JOBMOD, an additional $1 billion in highway spending requires an estimated 26,524 additional workers[9] to build and supply $1 billion worth of new highways. In the real world, the addi​tional federal borrowing or taxing needed to pro​vide this additional $1 billion means that $1 billion less is spent or invested elsewhere and that the jobs and products previously employed by that $1 bil​lion thus disappear. Regardless of how the federal government raised the additional $1 billion, it would shift resources from one part of the economy to another, in this case to road building. The only way that $1 billion of new highway spending can create 47,576 new jobs is if the $1 billion appears out of nowhere as if it were manna from heaven. USDOT's I/O model could be used to approxi​mate such substitution effects, but the department did not incorporate these considerations into the study; hence, the professors prefaced their report with the condition "assuming there is slack labor supply"-economists' equivalent of manna. At the height of I/O analysis, as used during the 1970s in the centrally planned socialist economies of Eastern Europe and the Soviet Union, the operation of these models explicitly considered such substitution effects. Without markets and prices to allocate these countries' scarce resources, government central planners had to consider the full implications of taking from one sector to give to another. For example, building a new hydroelectric dam would require tens of thousands of cubic yards of concrete, thousand of tons of rebar, dozens of bull​dozers, thousands of workers, and so forth. With​out free markets to allocate and produce these products by signaling supply and demand through price changes, government central planners used I/O models to calculate from which sectors to take the needed labor and supplies. This also allowed the government planners to determine the implications of such withdrawals: how many new apartments, roads, warehouses, missile silos, farm tractors, and other outputs would be sacrificed to build the hydro project. With the collapse of most centrally planned economies, the use of I/O analysis is now confined largely to economic consultants hired to justify costly and underutilized building projects such as convention centers and football stadiums because they will "create" jobs. In fact, such projects never create anything approaching the benefits projected through the misuse of these models, but there always seem to be local boosters, businessmen, and politicians who are willing to exaggerate the poten​tial benefits. Because of these inherent limitations, I/O models such as the one used by USDOT should be used with great caution, and their limitations and artifi​cial assumptions should be clearly acknowledged. When these conditions are considered, the job-cre​ation potential of any spending scheme will be found to be a small fraction of what such models initially report. Although the USDOT report made only passing and oblique references to such limitations and drawbacks, a number of other federal studies inves​tigating the same or similar types of spending explicitly acknowledged such deficiencies. These studies-including three other studies discussed in this paper-concluded that the job-creation poten​tial of government infrastructure spending is sub​stantially less than that reported by USDOT. The Congressional Research Service Study Using a different I/O model, an earlier Congres​sional Research Service (CRS) study reported a much more cautious and qualified estimate of the potential of highway spending to create jobs.[10] Although the CRS study found similar first-order and second-order effects-24,300 jobs versus USDOT's esti​mated 26,524-it clearly states in its summary and conclusion that losses elsewhere in the economy would likely offset these employment gains: To the extent that financing new high​ways by reducing expenditures on other programs or by deficit finance and its im​pact on private consumption and invest​ment, the net impact on the economy of highway construction in terms of both out​put and employment could be nullified or even negative.[11] In effect, the CRS study acknowledges that the substitution effects of the new highway spend​ing could more than completely offset the first-order and second-order employment benefits from such spending.[12] Similarly, any tax increase to fund an equal amount of highway spending would certainly sub​stantially offset the impact, and output and employ​ment could be nullified or even negative. For example, the National Surface Transportation Policy and Revenue Commission's proposal to increase the federal fuel tax by up to 8 cents per gallon per year for five years and then link it to the rate of inflation in subsequent years would reduce personal incomes by $204 billion over the next five years. In turn, this reduction in income would reduce personal con​sumption expenditures and eliminate the jobs of the workers who provided the lost goods and services.[13] The General Accounting Office Study In contrast to the USDOT and CRS studies, which rely on similar models to predict likely employment impacts of highway spending, a Gen​eral Accounting Office (GAO)[14] study examined the historical record to determine the actual impact of several federal spending programs on employ​ment.[15] It also examined the effect of the spending on the unemployed at the time the programs were launched, thereby addressing USDOT's qualifica​tion regarding a "slack labor supply." While the study dates from the early 1980s, the types of pro​grams and issues examined are similar to those being debated today. The GAO study investigated the employment impact of the Emergency Jobs Appropriations Act of 1983, which was enacted when the U.S. unemploy​ment rate was at double-digit levels. The legislation provided $9 billion ($19.5 billion in 2007 dollars) to 77 federal programs to stimulate the economy and provide employment opportunities to the job​less. According to the GAO, its specific objectives were to: Provide productive employment for jobless Americans, Hasten or initiate federal projects and construc​tion of lasting value, and Provide humanitarian assistance to the indigent. These programs were targeted particularly at those who had been unemployed for at least 15 weeks. Although the program was enacted during the worst of the recession, the GAO found that "implementation of the act was not effective and timely in relieving the high unemployment caused by the recession." Specifically, the GAO found that: Funds were spent slowly and relatively few jobs were created when most needed in the economy. Also, from its review of projects and available data, the GAO found that (1) unemployed persons received a relatively small proportion of the jobs provided, and (2) project officials' efforts to provide em​ployment opportunities to the unemployed ranged from no effort being made to work​ing closely with state employment agencies to locate unemployed persons.[16]
Of relevance to the potential impact of highway spending alone, the study also notes that "funds for public works programs, such as those that build highways or houses, were spent much more slowly than funds for public services."[17] This is under​standable given the long lead time between the decision to build and the actual beginning of con​struction. For the typical federally funded road, environmental impact studies, construction plans, land acquisition, competitive bidding, and award​ing of contracts can take several years. In some instances, the environmental permitting process can exceed five years.[18]Because of such delays, any employment effects related to additional highway spending would not occur for several years, thereby providing only a few jobs to those who were unem​ployed when the bill was enacted.

As far as the GAO was able to determine, less than 1 percent of the jobs created by the economy during the relevant period could be attributed to the program:

Daniel J. Mitchell is a top expert on tax reform and supply-side tax policy. Mitchell is a strong advocate of a flat tax and international tax competition. Prior to joining Cato, Mitchell was a senior fellow with The Heritage Foundation, and an economist for Senator Bob Packwood and the Senate Finance Committee. He also served on the 1988 Bush/Quayle transition team and was Director of Tax and Budget Policy for Citizens for a Sound Economy. His articles can be found in such publications as the Wall Street Journal, New York Times, Investor's Business Daily, and Washington Times. He is a frequent guest on radio and television and a popular speaker on the lecture circuit. Mitchell holds bachelor's and master's degrees in economics from the University of Georgia and a Ph.D. in economics from George Mason University.

Even if they’re right, the plan throws the US off a fiscal cliff that hurts stimulus across the board

Hamel 12 – Gretchen, Executive Director of Public Notice (“The CBO warning about our dire fiscal future is real -- so what must be done?”, Fox News, 05/23/12, http://www.foxnews.com/opinion/2012/05/23/cbo-warning-about-our-dire-fiscal-future-is-real-so-what-must-be-done/)/CP
The Congressional Budget Office (CBO) fired off a warning Tuesday to our nation and its leaders in Washington. The CBO told us that the United States of America is headed toward a fiscal cliff and that we do indeed fall off, it will have profound effects on our country and world economy. The CBO projects that if Congress does not act to prevent coming tax increases and spending cuts, a recession is certain. The CBO estimates gross domestic product would decline by as much as 1.3 percent if lawmakers don’t act. Outside of the dip in economic output it predicts for next year, it would seem the CBO believes the nation’s economic future relies on getting our debt under control -- that's because we face even more painful tax hikes or spending cuts in the future, and a crushing interest burden, if Washington does not act now. The CBO argues if our debt continues to grow, it would “increase the likelihood of a sudden fiscal crisis, during which investors would lose confidence in the government’s ability to manage its budget and the government would lose its ability to borrow at affordable rates.” Also, the CBO warns: “Higher amounts of debt would necessitate higher interest payments on the debt, which would eventually require either higher taxes or a reduction in government benefits and services.” The statistics are dire: since January 2009, we have seen a 47 percent increase in our debt and for the last three years the country has overspent more than $1 trillion every year. 

XT Fiscal Cliff

Fiscal cliff would send the economy back into recession

FOLEY 6/24. Stephen Foley is Associate Business Editor of The Independent, based in New York. In a decade at the paper, he has covered personal finance, the UK stock market and the pharmaceuticals industry, and been the Business section's share tipster. And since arriving with three suitcases in Manhattan in January 2006, he has witnessed and reported on a great economic boom turning spectacularly to bust. In March 2009, he was named Business and Finance Journalist of the Year at the British Press Awards. (Stephen, " US teeters on a fiscal cliff edge", The Independent, SUNDAY 24 JUNE 2012, http://www.independent.co.uk/news/business/analysis-and-features/us-teeters-on-a-fiscal-cliff-edge-7878440.html) NVG.

Politicians might be about to voluntarily put the world's largest economy into a double-dip recession. The US is headed for what economists are calling a "fiscal cliff" at the end of this year, when massive government spending cuts are due to kick in at the same time as a big jump in tax rates. Not since the end of US government war spending in 1945 has there been such a sudden slamming on of the economic brakes. Even the bipartisan Congressional Budget Office (CBO) is sounding the alarm. Unless Congress acts, it says, the barely-recovered US economy will go straight back into recession. Even though analysts, political pundits and investors believe Congress will surely do something to prevent disaster, they also agree it might take the threat of a stock market meltdown to bounce it. And it gets worse. The uncertainty and gathering risks are already crimping economic growth. That is bad news for the 12.7 million Americans who are out of work, and for global investors counting on the US to make up the slack from sickly Europe and slowing China. "It is one of my biggest fears," says John Lonski, the chief US economist at Moody's. "How deeply will the financial markets have to fall to prompt the different interests in Washington into coming up with a sufficient resolution? We have seen this over and over again with budgetary stalemates. Agreement takes goading from Mr Market." The fiscal cliff is the result of a coincidence of different factors. The first and largest is the expiry of president George W Bush's tax cuts, which were extended two years ago to stoke the nascent recovery, while the second is the expiry of a payroll tax cut for American workers, which is also a hangover from recession-fighting stimulus measures. The third is the exhaustion of federal benefits to the long-term unemployed. The fourth and final factor is the budget deal that staved off a US debt default last summer, in which Tea Party Republicans showed their mettle and elicited a decade-long deficit reduction plan that begins with $65bn (£42bn) in spending cuts in 2013. All in all, the fiscal tightening could amount to $650bn next year, according to Barclays. The uncertainty led Moody's to cut a quarter of 1 per cent from its growth forecast for the US economy this year, and the concern has reached the Federal Reserve, which also cut its forecasts last week. "As we move forward in the year we do anticipate that the uncertainty associated with the so-called fiscal cliff will have some economic effects," Fed chairman Ben Bernanke said at the press conference which followed the central bank's monetary policy meeting on Wednesday. "We heard anecdotes today in the meeting about firms that might be government contractors that were not sure about whether the contracts would still be in place come January and making employment decisions based on that. More generally financial markets don't like uncertainty and particularly uncertainty of this magnitude and I think that will be a negative." The prospect of an early compromise seems remote now Congress has entered election season, when President Barack Obama plans to make the case for taxes on the wealthy, and his Republican challenger, Mitt Romney, left, will call for a sharp reduction in government spending. Hope is instead pinned on the "lame duck" session of the old Congress, after the elections but before new members take their seats in January. A CBO report last month set out the stark consequences of Congress failing to find compromise before the end of the year. "Growth in real GDP in calendar year 2013 will be just 0.5 per cent, with the economy projected to contract at an annual rate of 1.3 per cent in the first half of the year and expand at an annual rate of 2.3 per cent in the second half. "Given the pattern of past recessions as identified by the National Bureau of Economic Research, such a contraction in output in the first half of 2013 would probably be judged to be a recession." Mr Lonski said that you have to go back more than half a century to find any parallels to the fiscal cliff. "There was a great deal of worry in the 1940s, when people were anticipating the switch from wartime to peacetime spending levels, about whether the US economy would sink back into a depression. In that case, although there was a short recession, there were returning veterans forming families and there was pent-up consumer demand after rationing. "Not so today. In fact, today it is possible that the private sector would suffer so much that it is overwhelmed and the overall drop in GDP is even larger. It is so ugly that it is difficult to contemplate." Ajay Rajadhyaksha, the head of rates and securitised products at Barclays, said that forecasting the path of the US economy in the new year means "reading the political tea leaves" right now, and he has a worrying anecdote from a recent trip to Capitol Hill. 

U.S. economy approaching a fiscal cliff – companies are decreasing investment in response

Miller 2012 – Reporter at Bloomberg News (Rich, “Fiscal-Cliff Concerns Hurting U.S. Economy,” Bloomberg, June 19, 2012, http://www.businessweek.com/news/2012-06-19/fiscal-cliff-concerns-hurting-economy-as-companies-hold-back#p1)//KC
Companies are starting to delay hiring and spending out of concern that Congress won’t reach a compromise in time to avoid automatic tax increases and budget cuts that would pull billions of dollars of purchasing power out of the economy. Faced with a so-called fiscal cliff of more than $600 billion in higher taxes and reductions in defense and other government programs in 2013, U.S. companies are pulling back, though the deadline for congressional action is more than six months away. The best strategy for companies to follow when confronted with such uncertainty ahead of Dec. 31 is to “stay lean and keep your inventories taut,” Sandy Cutler, chief executive officer of industrial equipment-maker Eaton Corp. (ETN) (ETN) in Cleveland, told a conference May 31. Economists are predicting this trend will pick up through the year. “A lot of people see the fiscal cliff as a 2013 story, but you don’t board up the windows when the hurricane is there, you board up the windows in anticipation,” said Michael Hanson, senior U.S. economist at Bank of America Corp. in New York. Hanson sees U.S. growth decelerating to 1.3 percent in the third quarter and 1 percent in the fourth quarter as the European debt crisis and worries over the U.S. budget increasingly weigh on the economy. Gross domestic product advanced at a 1.9 percent annual pace in the first quarter.

Keynesian Economics Bad
2NC Keynesian Economics Bad

The Keynesian Theory is false – spending doesn’t improve aggregate demand and hurts productive labor distribution
Mitchell. Feb 09. Daniel J. Mitchell is a top expert on tax reform and supply-side tax policy. Mitchell is a strong advocate of a flat tax and international tax competition. Prior to joining Cato, Mitchell was a senior fellow with The Heritage Foundation, and an economist for Senator Bob Packwood and the Senate Finance Committee. He also served on the 1988 Bush/Quayle transition team and was Director of Tax and Budget Policy for Citizens for a Sound Economy. His articles can be found in such publications as the Wall Street Journal, New York Times, Investor's Business Daily, and Washington Times. He is a frequent guest on radio and television and a popular speaker on the lecture circuit. Mitchell holds bachelor's and master's degrees in economics from the University of Georgia and a Ph.D. in economics from George Mason University. (Daniel J. Mitchell, "Spending Is Not Stimulus: Bigger Government Did Not Work for Bush, and It Will Not Work for Obama", The Cato Institute, February 2009, http://www.cato.org/pubs/tbb/tbb_0209-53.pdf) NVG.

During the Bush years, so-called stimulus legislation based on “Keynesian” theory was enacted in both 2001 and 2008. It was hoped that putting money in people’s pockets would lead to more consumer spending and thus give the economy a positive jolt. Those episodes of Keynesian policy were ineffective, but that has not dimmed enthusiasm for the approach. The Obama economic team is pushing a similar approach, but on a much bigger scale—more than $800 billion of new spending and temporary tax cuts, a figure that climbs above $1 trillion when interest costs are included. And that may be just the starting point since the promise of additional spending has set off a feeding frenzy on Capitol Hill. Doing more of a bad thing is not a recipe for growth. Government spending generally is a burden on the economy. Whether financed by debt or taxes, government spending requires a transfer of money from the productive sector of the economy. Moreover, most forms of government spending result in the misallocation of labor and capital, causing even further damage. Although many factors influence economic performance, the negative impact of government spending is the reason small-government jurisdictions such as Hong Kong have higher growth rates than nations that have medium-sized government, such as the United States. The same principle explains in part why the United States enjoys faster average growth than a big-government country such as France. Figure 1 shows average economic growth rates in France and Hong Kong since 1980. Ironically, John Maynard Keynes might not be a Keynesian if he were alive today. He certainly would not be a proponent of big government. In correspondence with another British economist, he agreed with the premise of “25 percent [of GDP] as the maximum tolerable proportion of taxation.” America is now well past that stage and a further expansion of government will make the United States more like a stagnant, European-style welfare state. During the 1930s, Keynes and his disciples argued that the economy could be boosted if the government borrowed money and spent it. According to the theory, this new spending would put money in people’s pockets, and the recipients of the funds would then spend the money and “prime the pump” as the money began circulating through the economy. The Keynesians also said that some tax cuts—particularly lump-sum rebates—could have the same impact since the purpose is to have the government borrow and somehow put the money in the hands of people who will spend it. Keynesian theory suffers from a rather glaring logical fallacy. It overlooks the fact that, in the real world, government can’t inject money into the economy without first taking money out of the economy. Any money that the government puts in the economy’s right pocket is money that is first removed from the economy’s left pocket. There is no increase in what Keynesians refer to as aggregate demand since every dollar that is spent on a stimulus package is a dollar that the government first must borrow from private credit markets. Keynesianism doesn’t boost national income, it merely redistributes it. Keynesian Economics: A Track Record of Failure Real-world evidence does not support the Keynesianism perspective. In his four years, Herbert Hoover increased taxes dramatically, including a boost in the top tax rate from 25 percent to 63 percent. He imposed harsh protectionist policies. He significantly increased intervention in private markets. Most importantly, at least from a Keynesian perspective, he boosted government spending by 47 percent in just four years. And he certainly had no problem financing that spending with debt. He entered office in 1929, when there was a surplus, and he left office in 1933 with a deficit of 4.5 percent of GDP. 3 Unfortunately, other than being a bit more reasonable on trade, Roosevelt followed the same approach. The top tax was boosted to 79 percent and government intervention became more pervasive. Government spending, of course, skyrocketed—rising by 106 percent between 1933 and 1940. This big-government approach didn’t work for Roosevelt any better than it did for Hoover. Unemployment remained very high, averaging more than 17 percent throughout the 1930s, and overall output did not get back to the 1929 level until World War II. According to recent research by economists at UCLA, New Deal policies extended the Depression by seven years. 4 Other Keynesian episodes generated similarly dismal results, though fortunately never as bad as the Great Depression. Gerald Ford did a Keynesian stimulus focused on tax rebates in the mid-1970s. The economy did not improve. But why would it? After all, borrowing money from one group and redistributing it to another does nothing to increase economic output. As mentioned above, George W. Bush gave out so-called rebate checks in 2001 and 2008, yet there was no positive effect either time. And he certainly was a big spender, yet that didn’t work either. International evidence also undermines the case for Keynesianism. The clearest example may be Japan, which throughout the 1990s tried to use so-called stimulus packages in an effort to jump-start a stagnant economy. But the only thing that went up was Japan’s national debt, which more than doubled during the decade and is now even far more than Italy’s when measured as a share of GDP. The Japanese economy never recovered, and the 1990s are now known as the “lost decade” in Japan. Conclusion Many factors influence economic performance. Monetary policy, trade policy, taxation, labor markets, property rights, and competitive markets all have some impact on an economy’s performance. But one of the key variables is government spending. Once government expands beyond the level of providing core public goods such as the rule of law, there tends to be an inverse relationship between the size of government and economic growth. 

And it focuses too much on the short run – no evidence for success
Ross 11 – (Ron, PhD, economist. He is the author of The Unbeatable Market. “The American Spectator”, July 22, 2011, http://spectator.org/archives/2011/07/22/fatal-flaws-of-keynesian-econo/1//AS)

It's now clear that the federal government's massive stimulus spending has not achieved its objectives. Why hasn't it? It's important that we have answers to that question. The stimulus was premised on the economic model known as Keynesianism: the intellectual legacy of the late English economist John Maynard Keynes. Keynesianism doesn't work, never has worked, and never will work. Without a clear understanding of why Keynesianism cannot work we will be forever doomed to pursuing the impossible. There's no real mystery about why Keynesianism fails. There are numerous reasons why and they've been known for decades. Keynesians have an unrealistic and unsupportable view of how the economy works and how people make decisions.

Keynesian policy advocates focus primarily on the short run -- with no regard for the future implications of current events -- and they assume that all economic decision-makers do the same. Consider the following quote by John Maynard Keynes: "But the long run is a misleading guide to current affairs. In the long run we are all dead. Economists set themselves too easy, too useless a task if in tempestuous seasons they can only tell us that when the storm is long past the ocean will be flat again." After passage of the stimulus package, Lawrence Summers, Obama's chief economic advisor at the time, often said that the spending should be "timely, targeted, and temporary." Although those sound like desirable objectives, they illustrate the Keynesian focus on the short term. Sure it would be convenient if you could just spend a bunch of money and make the economy get well, but it's not that simple. The implication of a Keynesian perspective is that you can hit the economy a few times with a cattle prod and get society back to full employment. Remember that so-called "cash-for-clunkers" program? Maybe it accelerated some new car sales by a month or two, but it had no lasting impact.

The "Chicago School" is the primary source of serious research and analysis related to the Keynesian model. Two Chicago School conclusions, in particular, make it clear where Keynesian policies run aground. The two theories are the "permanent income hypothesis" and the theory of "rational expectations."The "permanent income hypothesis" was how Milton Friedman termed the findings of his research on the spending behavior of consumers. The MIT Dictionary of Economics defines the permanent income hypothesis as "The hypothesis that the consumption of the individual (or household) depends on his (or its) permanent income. Permanent income may be thought of as the income an individual expects to derive from his work and holdings of wealth during his lifetime." Whether consumers and investors focus mostly on the short run or the long run is basically an "empirical question." A convincing theoretical case can be made either way. To find out which focus actually conforms closer to reality, you have to gather evidence. Much of the difference between the two schools of thought can be explained by differences in their methodologies. Keynes was not known for his research or empirical efforts. Keynesianism is definitely not an evidence-based model of how the economy works. So far as I know, Keynes did no empirical studies. Friedman was a far more diligent researcher and data collector than was Keynes. Friedman fit the theory to the data, rather than vice versa. The Keynesian disregard for evidence is reflected in their advocacy for more stimulus spending even in the face of the obvious failure of the what's already been spent. At a minimum, we are due an explanation of why it hasn't worked. (Don't expect that to be forthcoming, however). Another of the Chicago School's broadsides against Keynesianism is the theory of "rational expectations." It's a theory for which the 1995 Nobel Prize for Economics was awarded to Robert Lucas of the University of Chicago. As economic theories go, it is relatively straightforward. It essentially states that "individuals use all the available and relevant information when taking a view about the future." (MIT Dictionary of Modern Economics) The rational expectations hypothesis is the simple assertion that individuals take into account their best guesses about the future when they make decisions. That seemingly simple concept has profound implications. The Chicago School's research led them to conclude that individuals are relatively deliberate and sophisticated in how they make economic choices. Keynesians and their liberal followers apparently think individuals are short-sighted and simple-minded. An elemental but too often overlooked reality about our economy is that it is based on voluntary exchange. Voluntary exchange is an even more fundamental feature of our economy than is the market. A market is any arrangement that brings buyers and sellers together. In other words, the primary purpose of a market is to make voluntary exchange possible. Voluntary exchange leaves large amounts of control in the hands of private individuals and businesses. The market relies on carrots rather than sticks, rewards rather than punishment. The actors, therefore, need to be induced to move in certain desired directions rather than simply commanded to do so. This is the basic reason why incentives are such an important part of economics. If not for voluntary exchange, incentives wouldn't much matter. In designing economic policy in the context of a market economy it becomes important to take into account what actually motivates people and how they make choices. If you want to change behavior in a voluntary exchange economy, you have to change incentives. Keynesian policies do not take that essential step. The federal government's share of GDP has gone from 19 percent to 24 percent during Obama's time in the White House. A larger government share of GDP ultimately necessitates higher taxes or more debt. In and of themselves, higher taxes retard economic growth because of their impact on incentives. The disincentive effect of higher taxes illustrates why big government is far costlier than it first appears. It's no accident that Keynesianism is so popular with liberals. It blends well with their unquenchable thirst for expansive government. It doesn't work for the economy but it works for them. The obvious failure of Keynesianism is further evidence of the bankruptcy of liberalism. Keynesianism is essentially all the Democrats have. It's a one-trick pony. That one trick hasn't worked and now Dems are floundering with nothing more to offer. All but one member of the president's original economic team has exited. According to liberal columnist Ezra Klein, "Lawrence Summers and Christina Romer were two of the most influential Keynesians in the country. Obama didn't just have a team of Keynesians. He had a Keynesian all-star team."Now the president has a Keynesian all-gone team. It will be a brighter day for the country when Keynesianism itself is gone for good.

Keynesian policies disincentivize private sector growth
Ross 2011 – Has a Ph.D. and is an economist, along with being  the author of The Unbeatable Market. (Ron, “Fatal Flaws of Keynesian Economics,” The American Spectator, July 22, 2011, http://spectator.org/archives/2011/07/22/fatal-flaws-of-keynesian-econo/)//KC
In designing economic policy in the context of a market economy it becomes important to take into account what actually motivates people and how they make choices. If you want to change behavior in a voluntary exchange economy, you have to change incentives. Keynesian policies do not take that essential step. The federal government's share of GDP has gone from 19 percent to 24 percent during Obama's time in the White House. A larger government share of GDP ultimately necessitates higher taxes or more debt. In and of themselves, higher taxes retard economic growth because of their impact on incentives. The disincentive effect of higher taxes illustrates why big government is far costlier than it first appears. It's no accident that Keynesianism is so popular with liberals. It blends well with their unquenchable thirst for expansive government. It doesn't work for the economy but it works for them. The obvious failure of Keynesianism is further evidence of the bankruptcy of liberalism. Keynesianism is essentially all the Democrats have. It's a one-trick pony. That one trick hasn't worked and now Dems are floundering with nothing more to offer.

2NC Spin

Keynesianism is theoretical, not empirical – prefer research

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

Evidence goes neg – governmental spending is inversely proportional to growth
Powell 11 (Jim, senior fellow at the Cato Institute, “Why Government Spending is Bad for Our Economy”, Forbes Magazine, October 13, 2011, http://www.forbes.com/sites/realspin/2011/10/13/why-government-spending-is-bad-for-our-economy/)//your initials
Though President Barack Obama has spent trillions of dollars, the U.S. economy is stagnant, fewer people are employed than when he became president, the percentage of people unemployed for over a year has doubled since then, the poverty rate is the worst in two decades, and more than 40 million Americans — a record — are on food stamps. More government spending has been widely-touted as a cure for unemployment, but support for that view seems to be eroding – not least because Obama has little to show for his spending spree except about $4 trillion of additional debt.  America needed more than 200 years to hit that number, but Obama did it in only three years.  The experience offers a reminder that there isn’t any net gain from government spending since it’s offset by the taxes needed to pay for it, taxes that reduce private sector spending. When Obama was sworn in, his top priority ought to have been reviving the private sector, since the private sector pays all the bills.  Government basically doesn’t have any money other than what it extracts from the private sector.  Yet Obama decided to indulge his progressive whims and make government bigger. His administration drained resources out of the private sector via taxes, then he signed his $825 billion “stimulus”  bill, the American Recovery and Reinvestment Act of 2009 (ARRA), so that money could be redistributed among government bureaucracies.  For instance, Obama authorized spending money to repair U.S. Department of Agriculture buildings, maintain the Farm Service Agency’s computers and inform the electronically disadvantaged about digital TV. Obama essentially acknowledged that he didn’t know or care about how to stimulate the private sector, since he provided hardly any specific guidance for spending the money.  For instance, ARRA awarded $600 million to the National Oceanic and Atmospheric Administration, saying only that the money was “for procurement, acquisition and construction” — which could have meant almost anything. If the aim was really to stimulate recovery of the private sector, the most effective way of doing that would have been to leave the money in the private sector.  After all, people tend to be more careful with their own money than they are with other people’s money.  Undoubtedly people would have spent their money on all sorts of things to help themselves, things worth stimulating like food, clothing, gasoline, downloads, cell phones and household repairs. Because of the federal government’s taxing power, it commands vast resources, and politicians can be counted on to start new spending programs they can brag about during re‑election campaigns.  Unfortunately, spending programs often have unintended consequences that can make it harder for the private sector to grow and create productive jobs.  Nonetheless, interest groups that benefit from the spending lobby aggressively to keep the money flowing, which is why, since the modern era of big government began in 1930, spending has gone up 88% of the time.  If we exclude the demobilization periods following the end of World War II (three years) and the Korean War (two years) when spending declined, it has gone up 95% of the time. Economists James Gwartney, Randall Holcombe and Robert Lawson reported: “Evidence illustrates that there is a persistent robust negative relationship between the level (and expansion of) government expenditures and the growth of GDP.  Our findings indicate that a 10% increase in government expenditures as a percent of GDP results in approximately a 1 percentage point reduction in GDP growth.”  Similarly, Harvard economist Robert J. Barro found that “growth and the size of government are negatively related when the government is already very large.” For example, every year the federal government funds tens of billions of dollars worth of student loans for college.  Altogether, the federal government has provided money for some 60 million students.  In 2010, for the first time, Student-loan debt surpassed credit card debt.  There are about a trillion dollars of student loans outstanding. By enabling more and more people to bid for a college education, the government has promoted inflation of college costs — some 440% during the past quarter-century, quadruple the overall rate of inflation.  Vance H. Fried, author of Better/Cheaper College, reported that nonprofit colleges make huge profits on undergraduate education, and they’re spent on “some combination of research, graduate education, low-demand majors, low faculty teaching loads, excess compensation, and featherbedding.”  Meanwhile, an increasing number of families have difficulty paying for college without financial aid.

And it’s already failed during this recession

Kudlow 12 – Lawrence, American economist and columnist, previously Associate Director for Economics and Planning in the Office of Management and Budget (“Failure of Keynesian Spending Spree Puts U.S. Back at Edge of Recession, as Jobs Growth Stalls”, The New York Sun, 06/12/12, http://www.nysun.com/national/failure-of-keynesian-spending-spree-puts-us-back/87846/)/CP
The Keynesian government-spending model has proven a complete failure. It’s the Obama model. It has produced such an anemic recovery that frankly, at 2% growth, we’re back on the front end of a potential recession. If anything goes wrong — like another blow-up in Europe — there’s no safety margin to stop a new recession. That brings us to the grim May employment report, which generated only 69,000 nonfarm payrolls. It’s the third consecutive subpar tally, replete with downward revisions for the two prior months. It’s a devastating number for the American economy, and a catastrophic number for Obama’s reelection hopes. All momentum on jobs and the economy has evaporated. Inside the May report, the data are just as bad. The unemployment rate rose slightly to 8.2% from 8.1%. The so called U6 unemployment rate, tracking the marginally employed or completely discouraged, increased to 14.8% from 14.5%. Labor earnings are barely rising at 1.7% over the past year, almost in line with the inflation rate. Through April, after-tax, after-inflation income is scarcely rising at 0.6% for the past year.

A2 Multiplier Effect

Keynesian economic theory fails - there is no multiplier effect

Barro 11 – Robert, American classical macroeconomist and the Paul M. Warburg Professor of Economics at Harvard University, ranked as the 4th most influential economist in the world as of August 2011 by the Research Papers in Economics project, senior fellow at Stanford University's Hoover Institution (“Keynesian Economics vs. Regular Economics”, The Wall Street Journal, 08/24/11, http://online.wsj.com/article/SB10001424053111903596904576516412073445854.html)/CP
Keynesian economics—the go-to theory for those who like government at the controls of the economy—is in the forefront of the ongoing debate on fiscal-stimulus packages. For example, in true Keynesian spirit, Agriculture Secretary Tom Vilsack said recently that food stamps were an "economic stimulus" and that "every dollar of benefits generates $1.84 in the economy in terms of economic activity." Many observers may see how this idea—that one can magically get back more than one puts in—conflicts with what I will call "regular economics." What few know is that there is no meaningful theoretical or empirical support for the Keynesian position. Theorizing aside, Keynesian policy conclusions, such as the wisdom of additional stimulus geared to money transfers, should come down to empirical evidence. And there is zero evidence that deficit-financed transfers raise GDP and employment—not to mention evidence for a multiplier of two. Gathering evidence is challenging. In the data, transfers are higher than normal during recessions but mainly because of the automatic increases in welfare programs, such as food stamps and unemployment benefits. To figure out the economic effects of transfers one needs "experiments" in which the government changes transfers in an unusual way—while other factors stay the same—but these events are rare. Ironically, the administration created one informative data point by dramatically raising unemployment insurance eligibility to 99 weeks in 2009—a much bigger expansion than in previous recessions. Interestingly, the fraction of the unemployed who are long term (more than 26 weeks) has jumped since 2009—to over 44% today, whereas the previous peak had been only 26% during the 1982-83 recession. This pattern suggests that the dramatically longer unemployment-insurance eligibility period adversely affected the labor market. All we need now to get reliable estimates are a hundred more of these experiments. The administration found the evidence it wanted—multipliers around two—by consulting some large-scale macro-econometric models, which substitute assumptions for identification. These models were undoubtedly the source of Mr. Vilsack's claim that a dollar more of food stamps led to an extra $1.84 of GDP. This multiplier is nonsense, but one has to admire the precision in the number.

XT Japan Example

Japanese Example Proves that Deficit Spending Worsens Recessions, Wastes Money

Scissors and Foster, 2011 – Derek and J.D, Research Fellows in Asia Economic Policy at the dAsian Studies Center, and Economics of Fiscal Policy at the Heritage Foundation respectively. (Avoiding America’s Lost Decade, 18 October 2011, http://www.heritage.org/research/reports/2011/10/avoiding-americas-lost-decades)//NE

In 2030, if current trends continue, it could be that the U.S. will have been passed by China in economic size. Worse, if the U.S. repeats Japan’s mistakes, then America may be at risk of being rendered an afterthought on the world stage, much as Japan is now. At home, a decline in comparative American wealth equivalent to Japan’s would take the average American from over 30 percent richer than the average Spaniard in 2010 to no richer in 2030—equivalent to a $14,000 drop.

The first few attempts at Keynesian stimulus may have been understandable. What extended Japan’s misery was the inability to accept that deficit spending does not stimulate the economy. Every few years, a new twist was added. Each time, the new economic elixir was advertised to remedy Japan’s ailments, and each time more debt built up and more money was wasted.

The Congressional Budget Office estimates that the federal budget deficit in 2011 was $1.3 trillion, matching the 2010 deficit and down just slightly from the all-time record of $1.4 trillion in 2009.[6] Under President Obama, the federal government has run deficits in three years totaling twice what occurred under President George W. Bush in eight years. The pattern of U.S. government deficits has taken a decidedly Japanese appearance.

Part of the explanation for these deficits is the recession itself, which cut deeply into tax receipts and increased government spending through automatic programs such as food stamps and unemployment insurance benefits.[7] But repeated bouts of Keynesian-style stimulus have also contributed substantially, beginning with President Obama’s huge stimulus legislation in 2009. As is now abundantly clear, this approach to recession and recovery has failed as miserably in the U.S. as it did in Japan.

Keynesian economics will only hurt the U.S. economy – empirically proven in the U.S. housing market and Japan

The Daily Reckoning 12 – Financial column providing an independent and critical perspective on global investment markets (“Keynesian Politics: Half a Century of Failure”, The Daily Reckoning, http://www.dailyreckoning.com.au/keynesian-policies-half-a-century-of-failure/2012/06/09/)/ CP

For those of us who have been watching the unfolding folly since 2008, it's very difficult to take any of the current panic too seriously. What else should we expect from Keynesian policies after half a century of failure? And you don't even have to know the history to know that the path of spending, money growth and interest-rate manipulation is going to prove fruitless. You need to know only that government has no power to create bread from stones. It's a tossup as to which aspect of Keynesian policy is silliest. Maybe it is this idea that government can ramp up spending and that this spending can be a viable proxy for private-sector investment. Where does government get its money? From the private sector. Draining resources by force from one sector to be spent by another creates no new wealth. It destroys wealth, because you are throwing good money after bad. Or maybe it is this idea that a sector can be rescued from deleveraging pressures with enough infusions of newly created government money. In this case, it was mainly the housing sector that was the target. If the bust were the correction of the error, why would you want to throw resources at re-creating the error? In any case, it didn't work. The tailspin continued, despite the interventions. Or maybe it is this idea that we can push interest rates to zero and thereby inspire people to stop saving and go out and borrow and spend. But interest rates are prices that imply a meeting of minds. Subsidizing one side of the transaction, the borrowers, penalizes the other side of the transaction, namely the lenders. And even if people can make deals under these conditions, they won't be economically wise. Even aside from the goofy logic of this policy, didn't Japan already try this approach all throughout the 1990s? Yes, this very thing happened. Interest rates were pushed to zero in an effort to give the economy a jolt after the asset bubble collapsed. Now these years are typically referred to as "the lost decade." One might suppose that if a decade is lost, people might blame the bad policies that caused it to happen. 

Impacts

Econ Decline = War
2NC Overview

Economic decline causes war – our Royal card indicates that it is statistically proven – there is strong correlation between conflict and loss of prosperity. Causes a reckless transition and violent competition for power. 

More evidence – it turns every impact  and causes nuclear war. 

Harris and Burrows, 9 – *counselor in the National Intelligence Council, the principal drafter of Global Trends 2025, **member of the NIC’s Long Range Analysis Unit “Revisiting the Future: Geopolitical Effects of the Financial Crisis”, Washington Quarterly, http://www.twq.com/09april/docs/09apr_burrows.pdf)

Increased Potential for Global Conflict

Of course, the report encompasses more than economics and indeed believes the future is likely to be the result of a number of intersecting and interlocking forces. With so many possible permutations of outcomes, each with ample opportunity for unintended consequences, there is a growing sense of insecurity. Even so, history may be more instructive than ever. While we continue to believe that the Great Depression is not likely to be repeated, the lessons to be drawn from that period include the harmful effects on fledgling democracies and multiethnic societies (think Central Europe in 1920s and 1930s) and on the sustainability of multilateral institutions (think League of Nations in the same period). There is no reason to think that this would not be true in the twenty-first as much as in the twentieth century. For that reason, the ways in which the potential for greater conflict could grow would seem to be even more apt in a constantly volatile economic environment as they would be if change would be steadier.

In surveying those risks, the report stressed the likelihood that terrorism and nonproliferation will remain priorities even as resource issues move up on the international agenda. Terrorism’s appeal will decline if economic growth continues in the Middle East and youth unemployment is reduced. For those terrorist groups that remain active in 2025, however, the diffusion of technologies and scientific knowledge will place some of the world’s most dangerous capabilities within their reach. Terrorist groups in 2025 will likely be a combination of descendants of long established groups
inheriting organizational structures, command and control processes, and training procedures necessary to conduct sophisticated attacks
and newly emergent collections of the angry and disenfranchised that become self-radicalized, particularly in the absence of economic outlets that would become narrower in an economic downturn.

The most dangerous casualty of any economically-induced drawdown of U.S. military presence would almost certainly be the Middle East. Although Iran’s acquisition of nuclear weapons is not inevitable, worries about a nuclear-armed Iran could lead states in the region to develop new security arrangements with external powers, acquire additional weapons, and consider pursuing their own nuclear ambitions. It is not clear that the type of stable deterrent relationship that existed between the great powers for most of the Cold War would emerge naturally in the Middle East with a nuclear Iran. Episodes of low intensity conflict and terrorism taking place under a nuclear umbrella could lead to an unintended escalation and broader conflict if clear red lines between those states involved are not well established. The close proximity of potential nuclear rivals combined with underdeveloped surveillance capabilities and mobile dual-capable Iranian missile systems also will produce inherent difficulties in achieving reliable indications and warning of an impending nuclear attack. The lack of strategic depth in neighboring states like Israel, short warning and missile flight times, and uncertainty of Iranian intentions may place more focus on preemption rather than defense, potentially leading to escalating crises.

Types of conflict that the world continues to experience, such as over resources, could reemerge, particularly if protectionism grows and there is a resort to neo-mercantilist practices. Perceptions of renewed energy scarcity will drive countries to take actions to assure their future access to energy supplies. In the worst case, this could result in interstate conflicts if government leaders deem assured access to energy resources, for example, to be essential for maintaining domestic stability and the survival of their regime. Even actions short of war, however, will have important geopolitical implications. Maritime security concerns are providing a rationale for naval buildups and modernization efforts, such as China’s and India’s development of blue water naval capabilities. If the fiscal stimulus focus for these countries indeed turns inward, one of the most obvious funding targets may be military. Buildup of regional naval capabilities could lead to increased tensions, rivalries, and counterbalancing moves, but it also will create opportunities for multinational cooperation in protecting critical sea lanes. With water also becoming scarcer in Asia and the Middle East, cooperation to manage changing water resources is likely to be increasingly difficult both within and between states in a more dog-eat-dog world.

XT: Econ Decline = War
Economic decline causes global nuclear war – increases tension
Auslin & Lachman 9 [Michael Auslin is a resident scholar and Desmond Lachman is a resident fellow at AEI, “The Global Economy Unravels,” March 6, http://aei.org/publications/pubID.29502,filter.all/pub_detail.asp]
What do these trends mean in the short and medium term? The Great Depression showed how social and global chaos followed hard on economic collapse. The mere fact that parliaments across the globe, from America to Japan, are unable to make responsible, economically sound recovery plans suggests that they do not know what to do and are simply hoping for the least disruption. Equally worrisome is the adoption of more statist economic programs around the globe, and the concurrent decline of trust in free-market systems. The threat of instability is a pressing concern. China, until last year the world's fastest growing economy, just reported that 20 million migrant laborers lost their jobs. Even in the flush times of recent years, China faced upward of 70,000 labor uprisings a year. A sustained downturn poses grave and possibly immediate threats to Chinese internal stability. The regime in Beijing may be faced with a choice of repressing its own people or diverting their energies outward, leading to conflict with China's neighbors. Russia, an oil state completely dependent on energy sales, has had to put down riots in its Far East as well as in downtown Moscow. Vladimir Putin's rule has been predicated on squeezing civil liberties while providing economic largesse. If that devil's bargain falls apart, then wide-scale repression inside Russia, along with a continuing threatening posture toward Russia's neighbors, is likely. Even apparently stable societies face increasing risk and the threat of internal or possibly external conflict. As Japan's exports have plummeted by nearly 50%, one-third of the country's prefectures have passed emergency economic stabilization plans. Hundreds of thousands of temporary employees hired during the first part of this decade are being laid off. Spain's unemployment rate is expected to climb to nearly 20% by the end of 2010; Spanish unions are already protesting the lack of jobs, and the specter of violence, as occurred in the 1980s, is haunting the country. Meanwhile, in Greece, workers have already taken to the streets. Europe as a whole will face dangerously increasing tensions between native citizens and immigrants, largely from poorer Muslim nations, who have increased the labor pool in the past several decades. Spain has absorbed five million immigrants since 1999, while nearly 9% of Germany's residents have foreign citizenship, including almost 2 million Turks. The xenophobic labor strikes in the U.K. do not bode well for the rest of Europe. A prolonged global downturn, let alone a collapse, would dramatically raise tensions inside these countries. Couple that with possible protectionist legislation in the United States, unresolved ethnic and territorial disputes in all regions of the globe and a loss of confidence that world leaders actually know what they are doing. The result may be a series of small explosions that coalesce into a big bang.

Economic decline turns every impact – collapses hegemony and creates a world of nuclear chaos

Friedberg and Schoenfeld 2008 – *Professor of politics and IR at Princeton’s Woodrow Wilson School, **senior editor of Commentary and visiting scholar at the Witherspoon Institute at Princeton (10/21, Aaron and Gabriel, Wall Street Journal, “The dangers of a diminished America”, http://online.wsj.com/article/SB122455074012352571.html)


With the global financial system in serious trouble, is America's geostrategic dominance likely to diminish? If so, what would that mean? One immediate implication of the crisis that began on Wall Street and spread across the world is that the primary instruments of U.S. foreign policy will be crimped. The next president will face an entirely new and adverse fiscal position. Estimates of this year's federal budget deficit already show that it has jumped $237 billion from last year, to $407 billion. With families and businesses hurting, there will be calls for various and expensive domestic relief programs. In the face of this onrushing river of red ink, both Barack Obama and John McCain have been reluctant to lay out what portions of their programmatic wish list they might defer or delete. Only Joe Biden has suggested a possible reduction -- foreign aid. This would be one of the few popular cuts, but in budgetary terms it is a mere grain of sand. Still, Sen. Biden's comment hints at where we may be headed: toward a major reduction in America's world role, and perhaps even a new era of financially-induced isolationism.

Pressures to cut defense spending, and to dodge the cost of waging two wars, already intense before this crisis, are likely to mount. Despite the success of the surge, the war in Iraq remains deeply unpopular. Precipitous withdrawal -- attractive to a  sizable swath of the electorate before the financial implosion -- might well become even more popular with annual war bills running in the hundreds of billions.  Protectionist sentiments are sure to grow stronger as jobs disappear in the coming slowdown. Even before our current woes, calls to save jobs by restricting imports had begun to gather support among many Democrats and some Republicans. In a prolonged recession, gale-force winds of protectionism will blow. Then there are the dolorous consequences of a potential collapse of the world's financial architecture. For decades now, Americans have enjoyed the advantages of being at the center of that system. The worldwide use of the dollar, and the stability of our economy, among other things, made it easier for us to run huge budget deficits, as we counted on foreigners to pick up the tab by buying dollar-denominated assets as a safe haven. Will this be possible in the future?

Meanwhile, traditional foreign-policy challenges are multiplying. The threat from al Qaeda and Islamic terrorist affiliates has not been extinguished. Iran and North Korea are continuing on their bellicose paths, while Pakistan and Afghanistan are progressing smartly down the road to chaos. Russia's new militancy and China's seemingly relentless rise also give cause for concern. If America now tries to pull back from the world stage, it will leave a dangerous power vacuum. The stabilizing effects of our presence in Asia, our continuing commitment to Europe, and our position as defender of last resort for Middle East energy sources and supply lines could all be placed at risk. In such a scenario there are shades of the 1930s, when global trade and finance ground nearly to a halt, the peaceful democracies failed to cooperate, and aggressive powers led by the remorseless fanatics who rose up on the crest of economic disaster exploited their divisions. Today we run the risk that rogue states may choose to become ever more reckless with their nuclear toys, just at our moment of maximum vulnerability. The aftershocks of the financial crisis will almost certainly rock our principal strategic competitors even harder than they will rock us. The dramatic free fall of the Russian stock market has demonstrated the fragility of a state whose economic performance hinges on high oil prices, now driven down by the global slowdown. China is perhaps even more fragile, its economic growth depending heavily on foreign investment and access to foreign markets. Both will now be constricted, inflicting economic pain and perhaps even sparking unrest in a country where political legitimacy rests on progress in the long march to prosperity. None of this is good news if the authoritarian leaders of these countries seek to divert attention from internal travails with external adventures. As for our democratic friends, the present crisis comes when many European nations are struggling to deal with decades of anemic growth, sclerotic governance and an impending demographic crisis. Despite its past dynamism, Japan faces similar challenges. India is still in the early stages of its emergence as a world economic and geopolitical power. What does this all mean? There is no substitute for America on the world stage. The choice we have before us is between the potentially disastrous effects of disengagement and the stiff price tag of continued American leadership.

Economic tensions put militaries on the rise- U.S. will escalate disruptions in the global economy

Petras 2011 – Bartle Professor (Emeritus) of Sociology at Binghamton University (James, “Unrelenting Global Economic Crisis: A Doomsday View of 2012 

The economic, political and social outlook for 2012 is profoundly negative,” Global Researcher, December 25, 2011, http://www.globalresearch.ca/index.php?context=va&aid=28349)//KC

The year 2011 laid the groundwork for the breakdown of the European Union. The crises began with the demise of the Euro, stagnation in the US and the outbreak of mass protests against the obscene inequalities on a world scale. The events of 2011 were a dress rehearsal for a new year of full scale trade wars between major powers, sharpening inter-imperialist struggles and the likelihood of popular rebellions turning into revolutions. Moreover, the escalation of Zionist orchestrated war fever against Iran in 2011 promises the biggest regional war since the US-Indo-Chinese conflict. The electoral campaigns and outcomes of Presidential elections in the US , Russia and France will deepen the global conflicts and economic crises. During 2011 the Obama regime announced a policy of military confrontation with Russia and China and policies designed to undermine and degrade China ’s rise as a world economic power. In the face of a deepening economic recession and with the decline of overseas markets, especially in Europe , a major trade war will unfold. Washington will aggressively pursue policies limiting Chinese exports and investments. The White House will escalate its efforts to disrupt China ’s trade and investments in Asia, Africa and elsewhere. We can expect greater US efforts to exploit China ’s internal ethnic and popular conflicts and to increase its military presence off China ’s coastline. A major provocation or fabricated incident in this context is not to be excluded. The result in 2012 could lead to rabid chauvinist calls for a costly new ‘Cold War’. Obama has provided the framework and justification for a large-scale, long-term confrontation with China . This will be seen as a desperate effort to prop up US influence and strategic positions in Asia . The US military “quadrangle of power” – US-Japan-Australia-South Korea – with satellite support from the Philippines , will pit China ’s market ties against Washington ’s military build-up.

Economic decline leads to prolif and global nuclear war

Nissani ’92 – (Moti, Professor of Interdisciplinary Studies at Wayne State University, http://www.is.wayne.edu/mnissani/pagepub/CH3.html//AS) 

At the end of War World II, the United States was the world's foremost military power. Among other things, it was the only Allied country which fought a large-scale war on two separate fronts, provided vital support to its allies, and developed atomic bombs. As we shall see (chapter 6), since the late 1960s the USA has enjoyed an edge over the USSR in fighting conventional wars, but this edge had little meaning in the nuclear age. Nuclear weapons are the Great Equalizers: any country possessing enough of these fairly cheap bombs, as well as adequate means of delivering them (e.g., missiles), is militarily second to none. Long ago, the Soviet Union had enough; China in the 1990s constitutes a borderline case; countries such as Japan and Germany might acquire a sufficient quantity in the future. So the U.S. had been reduced from a peak of unquestionable superiority to the much less secure position of first among equals. A second aspect of America's steep military decline is not comparative (our military position vis-a-vis potential adversaries), but absolute. At the close of World War II, the U.S. was impregnable. During the war, it had erected some fortresses on the West Coast in fear of a Japanese invasion and suffered its share of setbacks. Nonetheless, it was the only major combatant whose land and civilian population were virtually untouched. During the 1950s, even though the Soviets possessed perhaps the capability to destroy a few American cities with nuclear bombs, the U.S. would have survived. In the years that followed, however, the Soviets could devastate the U.S. and there was nothing we could do to stop them except make it clear that we could, and would, retaliate in kind. To be sure, this deterrent posture may have decreased our chances of oblivion, but it did not eliminate our essential vulnerability. Nuclear weapons proliferation posed an even greater security threat. Newcomers to the "nuclear club" (Israel, South Africa, India, and Pakistan2), prospective members (e.g., Brazil, Argentina), and nations capable of rapidly acquiring nuclear weapons (e.g., Japan, Germany) may act less responsibly than America, Russia, Britain, France, and China. If visited by economic hard times, fascist takeovers, or environmental catastrophes, these newcomers may be more tempted to use nuclear weapons. And, while nuclear weapon states have a country to lose and are unlikely to engage in nuclear blackmail, elusive criminals, terrorists, or madmen may come by a handful of bombs and be more tempted to use them. The proliferation of nuclear weapons within the military organizations of all nuclear weapon states poses additional threats. In the U.S., for example, at one time nuclear weapons could be fired only from bombers stationed in a few places and handled by a relatively small number of men who belonged to a single service. In the 1980s, these weapons could be launched from all kinds of bombers and missiles located practically anywhere (in one service alone-the U.S. Navy-from some 250 ships and submarines3); they were operated by many more people (some 100,000 in the U.S. alone4); and these people belonged to more independent units of our Armed Forces. Clearly, the chances of accidental or unauthorized firing under such conditions were greater in the 1980s than they were before. Thus, thanks to the nuclear arms race, the United States' military position in the mid-1980s had declined from clear superiority to equality, and from virtual invincibility to troubling vulnerability. By lavishing stupendous resources on the arms race, we weakened the economic and educational base upon which our long-term military might depended. The West spent sizable resources, including manpower, on non-productive weapons and on huge standing armies. Had some of these resources been diverted to civilian research and development, industrial equipment, or education, Western economies would have been stronger. The military implications of such spending were more serious for the Soviet Union, whose economy was less than one-quarter as large as the West's. But excessive military spending might still have adverse consequences for Western security, for often in international relations yesterday's friends are today's foes. Thus, twenty years from now, if the U.S. is still around, its chief adversary could well be a country other than Russia. If that other country spent much less on defense than the U.S., and more on its educational and economic base, then its long-term military position and its ability to wage conventional wars might improve more rapidly than either the United States' or Russia's. 

Economic turmoil intensifies and causes civil wars

Collier et al 2003- CBE is a Professor of Economics, Director for the Centre for the Study of African Economies at The University of Oxford and Fellow of St Antony's College (Paul, “Breaking the Conflict Trap: Civil War and Development Policy,” Oxford University Press, 2003, http://books.google.com/books?hl=en&lr=&id=3PLqetBxiOEC&oi=fnd&pg=PR5&dq=%22economic%22+decline+water+wars&ots=PQT_DUeg3B&sig=DKgDMrdOxau7S-DJVOjeYUx7gi4#v=onepage&q=economic%20decline&f=false)//KC

Chapter 3 discusses what makes some countries prone to civil war. Of course, each civil war is different and has its own distinctive, idiosyncratic triggers, be they a charismatic rebel leader or a provocative government action, but beneath these chance circumstances patterns are apparent. Some social, political, and economic characteristics systematically increase the incidence of civil war, and we show that ethnicity and religion are much less important that is commonly believed. Indeed, societies that are highly diverse mixtures of many ethnic and religious groups are usually safer than more homogenous societies. By contrast, economic characteristics matter more than has usually been recognized. If a country is in economic decline, is dependent on primarily commodity exports, and has a low per capita income and that income is unequally distributed, it is at high risk of civil war. This cocktail is so lethal for several reasons. Low and declining incomes, badly distributed, create a pool of impoverished and disaffected young men who can be cheaply recruited by “entrepreneurs of violence.” In such conditions the state is also likely to be weak, nondemocratic, and incompetent, offering little impediment to the escalation of rebel violence, and maybe even inadvertently provoking it. Natural resource wealth provides a source of finance for the rebel organization and encourages the local population to support political demands for secession. It is also commonly associated with poor governance. Disputes often fall along ethnic and religious divisions, but they are much more likely to turn violent in countries with low and declining incomes.

Economic collapse makes every war scenario more likely
Nafziger et al 2001- Ph.D. University Distinguished Professor of Economics (E Wayne, “Economic Development, Inequality, War and State Violence, ScienceDirect, October 1, 2001, http://www.sciencedirect.com.proxy.lib.umich.edu/science/article/pii/S0305750X01001085)//KC

Contemporary emergencies are found in low- and middle-income (that is, developing) countries, suggesting a threshold above which war and massive state violence do not occur. A disproportional number of these states are also weak or failing (Holsti, 2000, pp. 243–250), a trait that interacts as cause and effect of their relative poverty. Moreover, emergencies are more likely to occur in countries experiencing stagnation in real GDP per capita and a breakdown in law and public services. These phenomena affect relative deprivation, the actors' perception of social injustice from a discrepancy between goods and conditions they expect and those they can get or keep. This deprivation often results from vertical (class) or horizontal (regional or communal) inequality (Stewart, 2000, p. 16), where the actors' income or conditions are related to those of others within society. Relative deprivation spurs social discontent, which provides motivation for collective violence (Gurr, 1970). Among the components of emergencies, war and violence have major catalytic roles, adding to social disruption and political instability, undermining economic activity, spreading hunger and disease, and fueling refugee flows. Tangible and salient factors such as a marked deterioration of living conditions, especially during a period of high expectations, are more likely to produce socio-political discontent that may be mobilized into political violence. Only a portion of violence, however, results from insurgent action. In fact, Holsti (2000) demonstrates that the policies of governing elites are at the root of most humanitarian emergencies, a fact not recognized in most research on war (Collier, 2000a; Collier & Hoeffler, 2000a). Slow or negative per capita growth puts ruling coalitions on the horns of a dilemma. Ruling elites can expand rent-seeking opportunities for existing political elites, contributing to further economic stagnation that can threaten the legitimacy of the regime and increase the probability of regime turnover. To forestall threats to the regime, political elites may use repression to suppress discontent or capture a greater share of the majority's shrinking surplus. These repressive policies may entail acts of direct violence against or withholding food and other supplies from politically disobedient groups, as in Sudan in the 1980s (Keen, 2000, pp. 292–294). Moreover, repression and economic discrimination may generate relative deprivation and trigger sociopolitical mobilization on the part of the groups affected, leading to further violence, worsening the humanitarian crisis. Since economic deceleration or collapse can disrupt ruling coalitions and exacerbate mass discontent, we should not be surprised that since 1980 the globe, particularly Africa, has been more vulnerable to humanitarian emergencies. This increase in intrastate political conflict and humanitarian emergencies in Africa in the last two decades of the 20th century is linked to its negative per capita growth in the 1970s and 1980s and virtual stagnation in the 1990s. In Africa, which had the highest death rate from wars,5 GDP per capita was lower in the late 1990s than it was at the end of the 1960s (World Bank, 2000, p. 1).

Turns Resource Wars

Economic instability leads to resource wars and violence

Le Billon ‘2  - (MBA Paris, PhD Oxford, Associate Professor with University of British Columbia Department of Geography and Liu Institute for Global Research, http://www.iss.org.za/pubs/Books/Angola/3LeBillon.pdf, “The Political Economy of Resource Wars”//AS)
Perverse economic and institutional effects of resource abundance include: poor economic growth, neglect of non-resource sectors and low level of economic linkages, high level of inequalities, corruption of state institutions, high economic inefficiency and subsidization of politicized schemes, budgetary mismanagement, high level of debt due to overoptimistic revenue forecast and use of future revenues as collateral for loans, and high vulnerability to external shock, especially on resource prices. Politically, resource rents provide leaders with a classic means for staying in power by establishing a regime organized through a system of patronage that rewards followers and punishes opponents. Clientelist networks linked to the resource sector thus shape power politics. Such regimes can divest themselves of the need for popular legitimacy by eliminating the need for broad-based taxation of a diversified formal economy, finance a repressive security apparatus, and reward a close circle of supporters and/or the general population. Populations or interest groups which are lightly, or not taxed at all by the government may be less concerned by its lack of accountability, legitimacy and representativeness than heavily taxed ones. When resources guarantee sufficient rent, there is little incentive for the leadership to develop diversified economy that could give rise to alternative sources of economic power, which may strengthen political competitors. In this regard, the resource rent can be deliberately used to avoid the emergence of a class demanding political change (e.g. by impeding the growth of a middle class independent from the resource rent). The risk of domestic political competition can even be further curtailed by devolving the exploitation of the resource sector to foreign firms (e.g. through privatisation schemes); a measure that also offers the advantage of satisfying international financial institutions and consolidating external political support. The dominance of the resource sector in the economy and its political control by the ruling elite leaves little scope for accumulating wealth and status outside state patronage. As the wealth and power gap between the ruling and the ruled increases, so does the frustration of marginalized groups, who see political change as the only avenue for satisfying their aspirations or expressing their grievances. Such groups may include competing elites (e.g. marginalized politicians or military officers), disenfranchised groups (e.g. unemployed youths), or an association of both. In the absence of widespread political consensus – which cannot be maintained only through a distribution of rents and repression – violence becomes the main if not only route to wealth and power for these groups. Developing countries with abundant resources tend to have predatory governments serving sectional interests and so face a greater risk of violent conflict. Even if not overtly predatory benevolent governments “must manage contests for resource rents … and trade off a coherent economic policy that maximizes long-run welfare against the management of social tension.”7 This trade off results in inefficient investment and low growth, which – if the resource rent proves insufficient to dampen conflictual demands for reform – increases social tensions, lowers the cost of joining criminal gangs or rebel groups, and heightens the likelihood of conflict.

Economic stagnation increases the scramble for resources

Barnett 2000- British International Studies Assocaition (Jon, “Destabilizing the environment-conflict thesis,” Cambridge Journals Online, 2000, http://journals.cambridge.org.proxy.lib.umich.edu/action/displayFulltexttype=1&fid=33446&jid=RIS&volumeId=26&issueId=02&aid=33445&bodyId=&membershipNumber=&societyETOCSession=)//KC

A pervasive difficulty with this literature is the conflation of resources with environment. With respect to the question of resource scarcity and war, the literature is by and large concerned with resources of economic value, rather than environmental issues per se.5 For example, Francisco Magno argues that tensions in the South China Sea fit ‘well within the framework of environmental security … The expansion of economic activity, mixed with the depletion of natural resources in the region, has intensified the scramble for resources’.6 Magno reflects traditional concerns with war over resources, the environmental dimensions are not particularly evident. Robert Mandel explicitly conflates resources with environment in his chapter ‘Resource/Environmental Security’; in a revealing passage he says that ‘analysing the link between resource/environmental concerns and national security without a foundation in the substantial geopolitical literature would be foolhardy’.7 Thus, for Mandel, like many others, resource and environmental issues are one and the same, they are of interest only in as much as they relate to national security, and the key to understanding them lies in the study of Realism’s traditional geopolitical texts.

Free Trade
2NC Free Trade Impact
Loss of economic stability leads to the demise of global trade and free markets

Brustein 11 – (Joshua, Senior Producer, Business/Technology at The New York Times, The New York Times, “U.S. and China Data Highlight Weakness in Global Economy”, http://www.nytimes.com/2011/10/14/business/economy/us-and-china-data-highlight-weakness-in-global-economy.html?_r=1//AS)

The weakness in the global economy was underscored by reports published Thursday about the balance of trade in the United States and China. The United States trade deficit was essentially unchanged in August at $45.6 billion, its lowest level since April and $100 million narrower than a year earlier. Exports and imports both slipped by $100 million, to $177.6 billion and $233.2 billion, respectively. The trade deficit was slightly narrower than analysts’ expectations. The level for July was revised downward from $44.8 billion. A narrower trade deficit could lead to a slightly higher level for the gross domestic product, said Clark Yingst, the chief market analyst for the investment firm Joseph Gunnar, “but not exactly for the reasons that we’d like.” Slipping imports are a bad sign for the United States economy, since it shows weakness in consumer demand. “In an ideal world we would like to see exports and imports growing at relatively strong rates, but with exports growing even faster than imports,” said Mr. Yingst. Economists have also expressed concern that Europe’s slowing economy is leading to a reduction in demand for American exports. Alcoa, the aluminum producer, said its lower profit, reported earlier this week, was a result in part to weak demand there. The American trade deficit with China grew to $29 billion, its largest level ever, at a time when American officials have focused on the role of China’s government in the global economy. On Tuesday, the United States Senate passed a bill that would impose tariffs on certain Chinese goods if the Treasury Department determined that China was undervaluing its currency to its advantage. But trade data from China for September showed that the country’s trade surplus narrowed to $14.5 billion in September, from $17.8 billion in August. The slimmer surplus was unlikely to defuse fully the criticism of American lawmakers, who argue that Beijing is keeping its currency unfairly low against the dollar. The report from China also showed that its booming pace of export growth had begun to ease, as the global upheaval and a gradual rise in the value of the renminbi took their toll. Economists are concerned that the American economy could be further damaged if this trend continues, especially if European demand remains weak. John Canally, an economist for LPL Financial, said that Chinese officials faced a balancing act, as they weighed the dangers of inflation against concerns that tighter monetary policy in China could put further strain on a weakened economies in the United States and Europe. “China doesn’t want to see Europe collapse,” he said. “They’re kind of walking a tightrope here.” There were some bright spots in other data released Thursday, however. First-time jobless claims in the United States remained essentially unchanged this week, at 404,000, the Labor Department said. The four-week moving average, seen as a better barometer of the labor market, was down for the third consecutive week, to 408,000. Rates for 30-year mortgages increased, after dipping below 4 percent for the first time on record, according to a survey by Freddie Mac. The rate rose to 4.12 percent this week, up from 3.94 percent the week before. In a statement, Frank E. Nothaft, the vice president and chief economist of Freddie Mac, attributed the gain to last week’s employment report, which was better than expected. Economists also pointed to the stock market, which has been gaining in recent days. Low mortgage rates have not been enough to lift the anemic housing market, however, because many potential consumers cannot qualify for loans and many others do not feel comfortable making large financial commitments in such a weak labor market, said Patrick Newmark, United States economist for IHS Global Insight. “The demand out there isn’t very strong,” he said. “People aren’t applying.”The International Monetary Fund also warned Thursday that Asia could suffer “clear” financial and economic spillovers from continued problems elsewhere. The fund forecast relatively robust growth of 6.3 percent for the region this year and 6.7 percent in 2012 on average, slightly below a previous forecast of 6.8 percent for 2011 and 6.9 percent for 2012 made in April. The fund’s worries were tempered by a degree of confidence about Asian domestic demand cushioning the region from global upheaval. “Domestic demand is still resilient, and it should continue to sustain activity across the region,” the I.M.F. said.

Reduced free markets and global trade leads to terrorism

Fandl ‘3 – (Kevin, American University Law Review Volume 19, Issue 3, “Terrorism, Development and Trade: Winning the War on Terror without the War”, http://digitalcommons.wcl.american.edu/cgi/viewcontent.cgi?article=1169&context=auilr//AS)

Terrorism, especially of late, impacts our lives routinely and took much of the world by surprise in recent years with its effect on political and social relations. Recent terrorist attacks have been hailed as representative of a policy of hatred toward the West, hatred toward capitalism, and hatred toward globalization. Many argue that the beginnings of modem terrorism are found in poverty, religion, and envy. And like globalization, one cannot ignore terrorism. The aftermath of the September 11, 2001 events created a new atmosphere of fear and vengeance, imposed upon the world primarily by the United States and Britain. Hidden in this fear is a severe misunderstanding about the cause of terrorism, its remarkable ties to globalization, and the painfully underutilized solution to eradicating it as a means of political or social expression. In this essay, I argue that the roots of recent forms of international terrorism, primarily those based in the Middle East, are planted in an impoverished and ill-nurtured soil. By examining the market structure and economic development of countries where recent terrorist activity has greatly increased, I contend that we will uncover a region poisoned with incomplete or inadequate development, limited employment opportunities, and infrequent interaction with both people from other cultures and potential trading partners. I suggest that much of this lack of development is caused by the absence of real markets, and the inability to sustain trade with commodities other than oil and, in effect, a failure to effectively globalize.

Trade solves war

Trade prevents war. The best and most recent research proves
Hegre et al 9 – Professor of Political Science @University of Oslo [Havard Hegre, John R. Oneal (Professor of Political Science @ The University of Alabama) Bruce Russett (Professor of Political Science @ Yale University) Trade Does Promote Peace: New Simultaneous Estimates of the Reciprocal Effects of Trade and Conflict, August 25, 2009, pg. http://www.yale-university.com/leitner/resources/docs/HORJune09.pdf]


Liberals expect economically important trade to reduce conflict because interstate violence adversely affects commerce, prospectively or contemporaneously. Keshk, Reuveny, & Pollins (2004) and Kim & Rousseau (2005) report on the basis of simultaneous analyses of these reciprocal relations that conflict impedes trade but trade does not deter conflict. Using refined measures of geographic proximity and size—the key elements in the gravity model of international interactions—reestablishes support for the liberal peace, however. Without careful specification, trade becomes a proxy for these fundamental exogenous factors, which are also important influences on dyadic conflict. KPR‘s and KR‘s results are spurious. Large, proximate states fight more and trade more. Our re-analyses show that, as liberals would expect, commerce reduces the risk of interstate conflict when proximity and size are properly modeled in both the conflict and trade equations.

We provided new simultaneous estimates of liberal theory using Oneal & Russett‘s (2005) data and conflict equation and a trade model derived from Long (2008). These tests confirm the pacific benefit of trade. Trade reduces the likelihood of a fatal militarized dispute, 1950–2000 in our most comprehensive analysis, as it does in the years 1984-97 when additional measures of traders‘ expectations of domestic and interstate conflict are incorporated (Long, 2008) and in the period 1885-2000. This strong support for liberal theory is consistent with Kim‘s (1998) early simultaneous estimates, Oneal, Russett & Berbaum‘s (2003) Granger-style causality tests, and recent research by Robst, Polachek & Chang (2007). Reuveny & Kang (1998) and Reuveny (2001) report mixed results. 

It is particularly encouraging that, when simultaneously estimated, the coefficient of trade in the conflict equation is larger in absolute value than the corresponding value in a simple probit analysis. Thus, the dozens of published articles that have addressed the endogeneity of trade by controlling for the years of peace—as virtually all have done since 1999—have not overstated the benefit of interdependence. Admittedly, our instrumental variables are not optimal. In some cases, for example, in violation of the identification rule, the creation or end of a PTA may be a casus belli. More importantly, neither of our instruments explains a large amount of variance. Thus, future research should be directed to identifying better instruments. 

Our confidence in the commercial peace does not depend entirely on the empirical evidence, however; it also rests on the logic of liberal theory. Our new simultaneous estimates—as well as our re-analyses of KPR and KR—indicate that fatal disputes reduce trade. Even with extensive controls for on-going domestic conflict, militarized disputes with third parties, and expert estimates of the risks of such violence, interstate conflict has an adverse contemporaneous effect on bilateral trade. This is hardly surprising (Anderton & Carter, 2001; Reuveny, 2001; Li& Sacko, 2002; Oneal, Russett & Berbaum, 2003; Glick & Taylor, 2005; Kastner, 2007; Long, 2008; Findlay & O‘Rourke, 2007; cf. Barbieri & Levy, 1999; Blomberg & Hess, 2006; and Ward & Hoff, 2007). If conflict did not impede trade, economic agents would be indifferent to risk and the maximization of profit. Because conflict is costly, trade should reduce interstate violence. Otherwise, national leaders would be insensitive to economic loss and the preferences of powerful domestic actors. Whether paid prospectively or contemporaneously, the economic cost of conflict should reduce the likelihood of military conflict, ceteris paribus, if national leaders are rational.

Hegemony

2NC Hegemony Impact
U.S. debt is unsustainable – continued deficit spending will lead to trade deficits, and the loss of manufacturing and U.S. hegemony

Ensinger 10 – Dustin, Reporter at The Delaware Gazette (“Huge Deficits Altering U.S. Hegemony”, Economy in Crisis, 02/02/10, http://economyincrisis.org/content/huge-deficits-altering-us-hegemony)/CP
The sun may finally be setting on the American Century, according to The New York Times, which claims that America‘s massive and unsustainable debt will be the cause of waning influence around the world in the near future. Not only is the deficit out-of-control – expected to be 1.3 trillion in the 2011 fiscal year – but the nation’s projected long-term debt is even more unsustainable. By the end of the decade, deficits are projected to rise to over five percent of gross domestic product. “[Obama’s] budget draws a picture of a nation that like many American homeowners simply cannot get above water,” The Times writes. Even worse, much of that debt is borrowed from foreign central banks, especially Asian powers Japan and China. As of September 2009, China held $790 billion of U.S. debt while Japan held roughly $752 billion. The problem is exacerbated by the political impasse in America, in which each side is firmly entrenched in an unwavering ideological battle. Republicans refuse to even entertain the idea of any tax increase while Democrats chafe at the though of entitlement cuts. In reality, to put America back on a path of fiscal sanity and ensure that America remains a hegemony, there needs to be a combination of both. Still, others see America’s imminent demise. An extremely low savings rate, the decline of America’s manufacturing base, unsustainable trade deficits and concerns about the strength of the dollar have all caused some experts to question America’s place in the world and suggest that American influence may be rapidly dwindling. “Unless miraculous growth, or miraculous political compromises, creates some unforeseen change over the next decade, there is virtually no room for new domestic initiatives for Mr. Obama or his successors,” The Times writes. “Beyond that lies the possibility that the United States could begin to suffer the same disease that has afflicted Japan over the past decade. As debt grew more rapidly than income, that country’s influence around the world eroded.”

XT Turns Hegemony

Economic decline collapses hegemony

Zakaria 2008- editor of Newsweek International (Fareed, “The Post-American World: Release 2.0,” http://books.google.com/books?id=G4U8o3FNOS4C&pg=PA197&dq=The+fundamental+point+is+that+Britain+was+undone+as+a+great&hl=en&sa=X&ei=USPmT42kKYHs8wSKmZ3HAQ&ved=0CDMQ6AEwAA#v=onepage&q=The%20fundamental%20point%20is%20that%20Britain%20was%20undone%20as%20a%20great&f=false)//KC
The fundamental point is that Britain was undone as a great global power not because of bad politics but because of bad economics. It had great global influence, but its economy was structurally weak. It had great global influence, but its economy was structurally weak. And it made matters worse by attempting ill- advised fixes—going off and on the gold standard, imposing imperial tariffs, running up huge war debts. After World War II, it adopted a socialist economic program, the Beveridge Plan, which nationalized and tightly regulated large parts of the economy. This may have been understandable as a reaction to the country's battered condition, but by the 1960s and 1970s it had condemned Britain to stagnation—until Margaret Thatcher helped turn the British economy around in the 1980s.

Economic growth is at the center – the future of hegemony balanced on the economy.

Peng 2009 - Dr. Yuan Peng, Director of CICIR’s Institute for American Studies (“The Financial Crisis and US Economic Hegemony,” April 11, 2009, http://www.cicir.ac.cn/english/newsView.aspx?nid=86)
When studying US economic hegemony it is important to not only understand the current US economic situation, but also to grasp fully the US comprehensive strength and the future trend of its hegemony. If we divide the US hegemony into hegemony of military, hegemony of politics, hegemony of economy, hegemony of science and culture, the economic hegemony should be the most changeable and also the most decisive element to the future of the US. The military hegemony will stay unchallenged; the basis for its scientific hegemony is solid to a large extent; and the political hegemony, though facing great challenges, is still far from fully declination. Therefore among the four kinds of hegemony, the future of economic hegemony is the most dimmed one. If the economic hegemony is at risk, it will weaken the military hegemony and science and technological hegemony, which, combined with a declining political hegemony, will cause a decline in the comprehensive hegemony of the US; if it successfully keeps its solid economic hegemony, with the support of its strong military capacity and scientific and cultural hegemony, the US will continue to dominate the world, even if the political hegemony is challenged. All in all, how the US economic hegemony goes will greatly impact the other countries in the world.[1]     People have different opinions on the current economic situation and US hegemony. The financial crocodiles George Soros and Warren Buffet, as well as Wallerstain, the master of World System Theory, believe the US is truly declining. Even before the financial crisis, they had claimed that the economic bubble would burst and reckoned that decline is an inevitable trend for the US. On the other hand, strategists like Henry Kissinger, Zbigniew Brzezinski and the Newsweek Editor- Fareed Zakaria, embrace the hope that the US still holds a card to maintain or even revitalize its hegemony, although they admit the advent of “the post-America time” (Fareed Zakaria), or “power shift” (Henry Kissinger). The conclusions come from their deep awareness of the whole international system and the law of history. People in this school have a strong ideology and argue that, given the obvious edges of the US in today’s world, the hegemony of the US is still as solid as a rock. Anne-Marie Slaughter, the former Dean of the Woodrow Wilson School of Public and International Affairs, is a typical representative of this argument.

Economic decline leads to loss of hegemony

Du Boff ‘3 – (Richard, Professor of Economics at Bryn Mawr College, “US Hegemony Continuing Decline Enduring Danger”, The Monthly Review, http://monthlyreview.org/2003/12/01/u-s-hegemony-continuing-decline-enduring-danger//AS) 

Ongoing trouble for the U.S. economy comes from the attack on the federal government, starting with the Reagan administration in the 1980s and reaching unprecedented ferocity in the reign of Bush II. Three tax cuts since 2001, loaded toward the rich, have helped to eliminate the federal budget surpluses of 1998–2001 and produce deficits of $374 billion for 2003 and upwards of $450 billion for 2004–2006. The problem is not the deficits themselves: were they spent on education, transportation, the environment, and health care they would not only produce a stronger and more stable economy but vastly improve the well-being of the bottom four-fifths of the income scale. But these are precisely what Bush and company want to destroy: the tax cuts are aimed at starving the federal government of resources and forcing it to slash spending on everything except the military. These policies are feeding into a “perfect fiscal storm.” The exploding budget deficits reduce national saving, deepening the country’s international deficit and increasing its dependence on foreign capital to pay for domestic consumption and investment. The damage at home comes from the fiscal squeeze on state and local government (SLG), the worst since the 1930s. Cutbacks in federal aid to SLGs, on the heels of the end of revenue-sharing in 1986, have come at a time when the federal government is dumping heavier fiscal responsibilities on SLGs, chiefly for Medicaid, Social Security Insurance for low-income households, and new domestic security measures in the wake of 9/11. State governments now face deficits totaling $60 to $85 billion over the next year—13 to 18 percent of state expenditures. Since all states except Vermont are required by constitution or statute to run balanced budgets, the deficits are forcing SLGs to make deep cuts in spending on education, public safety, libraries, and parks and hike taxes in the face of recession—the opposite of what the doctor ordered. Thus, discordant, even contradictory policies are adopted by the different levels of government, resulting in impairment of the functioning of the economic system as a whole. If hegemony runs on economic efficiency, the American system of government leaves something to be desired, and the manipulation of it by the radical right-wing oligarchy now in power amounts to “lunacy,” as one voice of global capital, the Financial Times, calls it.
Econ Turns X
Food Security
Economic decline shrinks import capacity and threatens food security 

Rosen and Shapouri 09 - Writers at Amber Waves (Stacey and Shahla, "Global Economic Crisis Threatens Food Security in Lower Income Countries", Amber Waves, December 2009, http://www.ers.usda.gov/AmberWaves/December09/Features/GlobalEconomic.htm)//SP

The global economic downturn threatens to shrink import capacity among many lower income countries, with potential food security implications for many of these countries. The economic crisis has led to reduced export earnings as global demand shrank, foreign capital inflows declined, and remittances from relatives working abroad dropped, all of which may constrain the countries’ ability to import needed food. According to the July 2009 issue of the International Monetary Fund’s (IMF) World Economic Outlook Update, the global recession was not over and economic performance varied widely among regions. Real world gross domestic product (GDP) is expected to contract 1.4 percent in 2009. The IMF stated that declining world food demand and shrinking aid from developed countries, along with continuing fluctuations in commodity prices, will hinder economic recovery in many developing countries. The difficult financial environment worldwide threatens food security because commercial imports account for a growing share of food supplies in many developing countries. Income growth, trade liberalization policies, improvements in the global transportation system, and, in some cases, an inability to increase domestic production spurred the growth in food imports, including imports of such staples as grains and vegetable oils, which are an important component of diets in most developing countries. From 1970 to 2003, import dependence grew the most among the least developed countries (LDCs), those with per capita incomes below $750 per year. In 2003, imports accounted for 17 percent of grain consumption in LDCs (compared with 8 percent in 1970), 45 percent of sugar and sweeteners (compared with 18 percent in 1970), and 55 percent of vegetable oils (compared with 9 percent in 1970). 

Decline in economic growth worsens food insecurity globally 

Rosen and Shapouri 09 - Writers at Amber Waves (Stacey and Shahla, "Global Economic Crisis Threatens Food Security in Lower Income Countries", Amber Waves, December 2009, http://www.ers.usda.gov/AmberWaves/December09/Features/GlobalEconomic.htm)//SP

Despite declining food prices in late 2008, deteriorating purchasing power was expected in 2009 because of growing financial deficits and higher inflation in recent years. Using the ERS food security baseline model of 70 lower income countries, ERS researchers estimated a 2-percent increase in the number of food-insecure people in 2009. The estimated growth in the number of food-insecure people will likely be highest in Sub-Saharan Africa because domestic agricultural production was assumed to revert to average levels following above-average production in many countries in 2008. However, if production remains close to the high levels of 2008, the number of food-insecure people would likely be lower than these estimates. The economic outlook for 2009 has worsened as the year has progressed. In January 2009, the IMF estimated that real world GDP would contract 0.5 percent. By July 2009, the estimated contraction had deepened to 1.4 percent. The actual number of food-insecure people in 2009 will depend on how extensively the global downturn limits import capacity of the lower income countries. Assuming no major domestic production shortfalls, the two critical determinants of food imports and, consequently, food security, will be changes in export earnings and changes in capital inflows (credit, foreign direct investment, financial assistance, and remittances) to finance imports. Reduced imports will likely have a negligible effect on food security in countries where domestic production accounts for most of the food supplies. However, countries that have become increasingly import dependent could be vulnerable. Import dependency for grain, the main staple food consumed by the poor, is lowest in Asia, followed by Sub-Saharan Africa, the Commonwealth of Independent States, Latin America, the Caribbean, and North Africa. Most of the Latin American, Caribbean, and North African countries included in the 70 countries in the ERS analysis import nearly half of their grain supplies. Some countries can forgo or reduce imports of other commodities and allocate a much larger share of their import budget to food during a crisis. But for highly food-insecure countries, like many in Sub-Saharan Africa, the decline in economic growth and import capacity can exacerbate food insecurity. 

Economic instability causes food insecurity

Naylor* and Falcon** 2010- *the Director of the Center on Food Security and the Environment, the William Wrigley Senior Fellow, and Professor of Environmental Earth System Science at Stanford University.  B.A. in Economics and Environmental Studies from the University of Colorado, her M.Sc. in Economics from the London School of Economics, and her Ph.D. in applied economics from Stanford University, **  Ph.D., deputy director of the Center on Food Security and the Environment, former director of the Freeman Spogli Institute for International Studies, and Farnsworth professor of International Agricultural Policy and Economics at Stanford University (Rosamond and Walter, “Food Security in an Environment of Economic Volatility,” Wiley Online Library, December 15, 2010, http://onlinelibrary.wiley.com.proxy.lib.umich.edu/doi/10.1111/j.1728-4457.2010.00354.x/pdf)//KC

The recent upheavals in staple food prices, financial markets, and the global economy raise questions about the state of food insecurity, the nature of price variability, and the appropriate strategies for international agricultural development. For decades preceding this turmoil, agriculture had received waning attention from the global development community as real food prices declined on trend. Analysts who worried about food insecurity focused on the fate of poor producers. The dramatic upswing in prices in 2007–08 turned attention toward poor consumers as many countries struggled with food riots, mounting malnutrition, and the adoption of grain self-sufficiency policies (Naylor and Falcon 2008). New debates have been spurred over whether real agricultural prices will resume their long downward decline or whether there has been a more general reversal in the real price of food (OECD and FAO 2010; IAA STD 2009).1

Three-quarters of the world’s poor—the 2.5 billion people who exist on less than $2 per day—live in rural areas and are both consumers and producers of food (Ravallion et al. 2007; World Bank 2008). Because they spend the majority of their disposable income on food and have minimal savings, they are particularly vulnerable to agricultural price spikes. This vulnerability persists in both urban and rural environments, underscoring the general principle that poverty, not geography, is mainly responsible for food insecurity (Ruel 2010). Our objectives in this article are to delineate the nature and causes of recent food price volatility, to gauge whether movements in world prices for the major cereal crops (maize, wheat, and rice) are good indicators of movements in food prices actually paid by poor households, and to delve deeper into the question of how price instability affects food security among different groups in low-income countries. Three main factors distinguish food price volatility in the twenty-first century and underlie our analysis: the important role of financial markets in determining international and domestic commodity prices; the new connection between agriculture and energy markets; and changes in agricultural trade policies that have caused some developing countries to rely more heavily than previously on trade in staples, and others to move toward self-sufficiency.

Warming
Economic Collapse turns warming

Barbu 2010- Spiru Haret University (Cristina, “How the Economic Crisis Affects the Environment?” Journal of Environmental Management and Tourism, Winter 2010, http://asers.eu/asers_files/jemt/JEMT_Volume_I_Issue_2%282%29_Winter_2010.pdf#page=4)//KC

In the event of a financial or economic crisis, environmental concerns are put on the back burner. One factor driving this behavior is the perception that the decline in production will automatically lead to a lower level of pollution (Garnaut 2008). We show, on the contrary, that the pollution problem may become worse during the crisis period. The net effect on pollution is determined by the interactions of three factors: decline in production, increase in the abatement cost due to the higher input prices, and decrease in the expected cost of noncompliance due to the lower inspection and enforcement rate caused by budget cuts. As a result, the reduction in pollution due to lower production is cancelled out by the increase in pollution resulting from higher pollution abatement cost and lower inspection and enforcement rates.

Terrorism
Economic decline causes terrorism- Pakistan proves 

Muhammad 2011 – Shahbaz, COMSATS Institute of Information Technology. (30 November, 2011. “Does Economic growth cause terrorism in Pakistan?” Munich Personal RePEc Archive. http://mpra.ub.uni-muenchen.de/35101/1/MPRA_paper_35101.pdf)
In the context of policy implications, the government of Pakistan needs to sketch a plan to counter the problem of terrorism. In order to curb the growth of terrorism, it needs to focus on forces that work against it. Initiation of productive programs that stimulate economic activity and offer business and employment opportunities in the terrorist-struck regions will help rejuvenate hopes of the people. The government should restructure its policies to address the problem of unemployment, poverty, illiteracy in the North-West regions of Pakistan. The national budget should be allocated equally to education, health, agriculture and industry to meet the long-neglected demands of the tribal people. Equal distribution of resources and fair treatment will help to build confidence in people for the government and will arouse a sense of patriotism in them. The government should take some drastic steps to erase terrorism in Pakistan: it should develop new programs and policies to encourage industrialists to invest in Khyber Pakhtunkhwah and Baluchistan. Setting up a platform for new businesses in these regions will bring a change in the mindset of the people. Moreover, the government can also resolve another issue of low income distribution in this region by giving them opportunity to work in the new business market. It needs to establish some effective incentive systems like tax free zones to convince the investors and businessmen to set up their businesses in the north-western regions and Baluchistan. New businesses would address the issue of unemployment and poverty in these regions which are the driving forces of terrorism. Pakistan is a land enriched with natural resources. However, the unequal distribution of energy resource has been a point of contention between the provincial and federal governments, not to mention the rising conflict among ethnic groups representing the local sentiment of the people of Khyber Pakhtunkhwah and Baluchistan. 

Bad economy leads to terrorism and conflict 

Benmelech et al 09 - Department of Economics at Harvard University (Efraim, "Economic conditions and the Quality of Suicide Terrorism", January 2009, http://www.economics.harvard.edu/faculty/benmelech/files/QOT_January_16_2009.pdf)//SP 

To summarize, our model predicts conflict to be more likely in bad times: when the resource base of the economy shrinks, dissident groups are less likely to be satisfied with claiming their low share of the smaller pie and are likely to instigate some type of conflict to increase their share of the pie. Furthermore, the theory predicts that the choice between a rebellion, in which the dissidents overthrow the government, and a terrorist attack, in which the dissidents seek to improve their voice in the economy, depend on the degree to which the government is responsive to the therrorists demands and on the soldiering technology of the economy. Richer countries that have better institutions, stronger economies and well-equipped armies raise the cost of rebellion to the point that dissident groups prefer to resort to terrorism. In the subsequent section, we will explore this implication of our model to see if in fact terrorism is chosen by dissident groups in those countries where organized rebellion will be costly. 

Global economic recessions leads to increase in terrorism 

Bremmer 09 - American political scientist, president and founder of Eurasia Group (Ian, "Call: Global recession = more terrorism", Foreign Policy, 3-4-09, http://eurasia.foreignpolicy.com/posts/2009/03/04/the_global_recession_heightens_terrorist_risks)// SP 

But there's another reason why the financial crisis heightens the risk of global terrorism. Militants thrive in places where no one is fully in charge. The global recession threatens to create more such places. No matter how cohesive and determined a terrorist organization, it needs a supportive environment in which to flourish. That means a location that provides a steady stream of funds and recruits and the support (or at least acceptance) of the local population. Much of the counter-terrorist success we've seen in Iraq's al province over the past two years is a direct result of an increased willingness of local Iraqis to help the Iraqi army and US troops oust the militants operating there. In part, that's because the area's tribal leaders have their own incentives (including payment in cash and weaponry) for cooperating with occupation forces. But it's also because foreign militants have alienated the locals. The security deterioration of the past year in Pakistan and Afghanistan reflects exactly the opposite phenomenon. In the region along both sides of their shared border, local tribal leaders have yet to express much interest in helping Pakistani and NATO soldiers target local or foreign militants. For those with the power to either protect or betray the senior al-Qaeda leaders believed to be hiding in the region, NATO and Pakistani authorities have yet to find either sweet enough carrots or sharp enough sticks to shift allegiances. The slowdown threatens to slow the progress of a number of developing countries. Most states don't provide ground as fertile for militancy as places like Afghanistan, Somalia, and Yemen. But as more people lose their jobs, their homes, and opportunities for prosperity -- in emerging market countries or even within minority communities inside developed states -- it becomes easier for local militants to find volunteers. This is why the growing risk of attack from suicide bombers and well-trained gunmen in Pakistan creates risks that extend beyond South Asia. This is a country that is home to lawless regions where local and international militants thrive, nuclear weapons and material, a history of nuclear smuggling, a cash-starved government, and a deteriorating economy. Pakistan is far from the only country in which terrorism threatens to spill across borders. But there's a reason why the security threats flowing back and forth across the Afghan-Pakistani border rank so highly on Eurasia Group's list of top political risks for 2009 -- and why they remain near the top of the Obama administration's security agenda. 

Economic decline and collapse leads to anarchy, terrorism, and piracy

Brown, 2011- is a United States environmental analyst, founder of the Worldwatch Institute, and founder and president of the Earth Policy Institute, a nonprofit research organization based in Washington, D.C. (Lester R., “World On the Edge: How to Prevent Environmental and Economic Collapse”, Print)

In late November 2009, Somali pirates captured a Greek-owned supertanker, the Maran Centaurus; in the Indian Ocean. Carrying 2 million barrels of oil, the ships cargo was valued at more than $150 million. After nearly two months of negotiations, a $7 million ransom was paid $5.5. million in cash was dropped from a helicopter on to the deck of the Centaurus, and $1.5 million was deposited in a private bank account. This modern version of piracy in the high seas is dangerous, disruptive, costly, and amazingly successful. In an effort to stamp it out, some 17 countries—including the United States, France, Russia, and China—have deployed naval units in the region, but with limited success. In 2009, Somali pirates attacked 217 vessels at sea and succeeded in hijacking 47 of them, holding them for ransom. This was up from 111 ships attacked in 2008, 42 of which were captured. And because ransoms were larger in 2009, pirate “earnings” were roughly double those in 2008. Somalia, a failed state, is no ruled by tribal leaders and jihadist groups, each claiming a piece of what was once a country. There is no functional national government. Part of the south is controlled by Al Shabab, a radical group affiliated with Al Qaeda. Now training terrorists, Al Shabab claimed credit in July 2010 for detonating bombs in two crowds that had gathered in Kampala, Uganda, to watch the World Cup soccer championship match on television. At least 70 people were killed and many more injured. Uganda was a target because it supplied troops for an African peacekeeping force in Somalia. Al Shabab is also anti-soccer, banning both the playing and watching of this “infidel” sport in the territory it controls. Somalia is thus now a base for pirates and a training ground for terrorists. As The Economists has observed, “like a severely disturbed individual, a failed state is a danger not just to itself but to those around it and beyond.” After a half-century of forming new states from former colonies and from the breakup of the Soviet Union, the international community is today faced with the opposite situation: the economic disintegration of states. The term “failing state” has been in use only a decade or so, but these countries are now a prominent feature of the international political landscape. As an article in Foreign Policy observes, “Failed states have made a remarkable odyssey from the periphery to the very center of global politics.” In the past, governments worried about the concentration of too much power in one state, as in Nazi Germany, Imperial Japan, and the Soviet Union. But today it is failing states that provide the greatest threat to global order and stability. As Foreign Policy notes, “World leaders once worried about who was amassing power; now they worry about the absence of it.” Some national and international organizations maintain their own lists of economically failing, weak, or fragile states, as they are variously called. The U.S. Central Intelligence Agency funds the Political Instability Task Force to track political risk factors. The British government’s international development arm has identified 46 “fragile states.” The World Bank focuses its attention on some 30 low-income “fragile and conflict-affected countries.”

Poverty and economic discrimination leads to domestic terrorism and political violence

Piazza 11 – James, Department of Political Science at Pennsylvania State University (“Poverty, minority economic discrimination, and domestic terrorism”, Journal of Peach Research, 05/01/11, http://jpr.sagepub.com/content/48/3/339.abstract)/CP
Recognizing that the empirical literature of the past several years has produced an inconclusive picture, this study revisits the relationship between poverty and terrorism and suggests a new factor to explain patterns of domestic terrorism: minority economic discrimination. Central to this study is the argument that because terrorism is not a mass phenomenon but rather is undertaken by politically marginal actors with often narrow constituencies, the economic status of subnational groups is a crucial potential predictor of attacks. Using data from the Minorities at Risk project, I determine that countries featuring minority group economic discrimination are significantly more likely to experience domestic terrorist attacks, whereas countries lacking minority groups or whose minorities do not face discrimination are significantly less likely to experience terrorism. I also find minority economic discrimination to be a strong and substantive predictor of domestic terrorism vis-a`-vis the general level of economic development. I conclude with a discussion of the implications of the findings for scholarship on terrorism and for counter-terrorism policy. There is some theoretical justification to suspect that a causal link exists between minority economic discrimination and domestic terrorist activity within countries and an argument to be made that it should have a strong, substantive effect in comparison to general levels of poverty. To establish this link, I borrow from Gurr’s (1993) theory of relative deprivation, which integrates group motivations for political violence with the collective opportunities to do so. In Gurr’s model, collective or social status disadvantages – when accompanied by repression on the part of the state – help to produce cohesive minority group identities within countries that differentiate group members from larger society. These collective disadvantages, the sense of ‘otherness’ vis-a`-vis the majority, and alienation from the state and mainstream society facilitate the creation of long-term grievances within afflicted subgroups. When these grievances are wedded to opportunities to mobilize, which, Gurr assumes, are conditioned by the size and demographic concentration of the group, political violence results. 
Domestic terrorism poses significant risk to national security and infrastructure – causes cyber attacks, loss of American power; turns case

Mulrine 11 – Anna, Senior Editor at U.S. News & World Report (“Senior Editor at U.S. News & World Report”, Christian Science Monitor, 02/10/11, http://www.cnas.org/node/5835)/CP
The heads of America’s intelligence agencs rolled out their annual National Threat Assessment Thursday, warning members of Congress about the increasing danger that homegrown terrorists pose to the country. "Absolutely our No. 1 priority” is identifying Americans intent on doing harm to their own country, Michael Leiter, the director of the National Counterterrorism Center, told the House Intelligence Committee. The panel of intelligence officials also cited the devastating potential for cyberattacks and defended the performance of U.S. intelligence-gatherers in the Middle East, who have been widely criticized for failing to predict the current showdown on streets of Egypt. While homegrown actors represent a “numerically small” segment of the terrorist threat, they have disproportionate access to U.S. facilities, noted Director of National Intelligence James Clapper. He said that he remains “especially focused on Al Qaeda’s resolve to target Americans for recruitment.” This focus is the result of the damage that U.S. forces have done to Al Qaeda in places like Pakistan, officials argue. U.S. success in targeting insurgent operatives has in turn encouraged Al Qaeda to look for other ways to harm America – specifically, recruiting Americans to take part in terrorist attacks on their home soil, they say. “They are now resorting to other ways to go after this country,” said CIA Director Leon Panetta. “That’s the nature of the kind of threats that we are now dealing with.” While these potential attacks are likely to be less sophisticated, he added, Americans who might take part in them are “tougher to find.” Mr. Leiter of the National Counterterrorism Center warned that these Americans are also increasingly linking up with each other through internet forums like Facebook. The challenge, he added, is identifying these people while still protecting U.S. civil liberties. At the same time, the nation’s intelligence agencies are grappling mightily with cyberattacks, which are growing in frequency and in effectiveness. Mr. Clapper estimates that there are some 60,000 new malicious programs and viruses “identified each day.” The loss of intellectual property to cybercrime has cost businesses worldwide “approximately $1 trillion,” he added. “The incredible loss of U.S. intellectual property through cyberespionage is something that could sap American power not just in the long term but in the medium term,” says Kristen Lord, vice president of the Center for a New American Security, which is in the midst of conducting a year-long cybersecurity research project. “It’s something that companies we talked to are very worried about," she said. "Often, their systems have been penetrated, and they aren’t even aware of it.” As a result, they are lobbying American intelligence agencies to share more information about how best to defend their systems. The problem with combating cyberattacks, however, is that perpetrators are notoriously difficult to identify, making it hard to defend against the threat, let alone retaliate. “You don’t know if it’s a state actor, a group of individuals acting at the behest of a state actor, or a group of high school kids across the street,” Federal Bureau of Investigation Director Robert Mueller explained to the committee. This means, he added, that today there are not just intelligence officers, but electronic and cyberprobes intruding into networks and extracting information that states hostile to America “previously needed to recruit agents to obtain.” These cyberattacks, Mr. Mueller said, have the potential of “bringing down pieces of infrastructure if not adequately protected” – including electrical grids and airlines. 

CBW/Bioterrorism

Economic decline decreases national security – leads to the creation of bio-weapons and biological warfare

Lewis 12 – Grant, Stanford University (“ The Spread of Biological Agents Bioterrorism & Black Markets”, Stanford University, https://docs.google.com/viewer?a=v&q=cache:Em-VMI-t30sJ:www.stanford.edu/class/e297a/The%2520Spread%2520of%2520Biological%2520Agents%2520Bioterrorism%2520%26%2520Black%2520Markets.doc+&hl=en&gl=us&pid=bl&srcid=ADGEESgLUiHYEPrDPodja3bmhX__E4hyAPaux1rZDAusJbdKJ4VqFfEbjZrndwcl-ukD0e6624ykeSjvu1dYmXDnCdKqEQVv4WIOo1BA0LcmrVVp7b649Dx-xpQWrEv8K59o3UVDf_BA&sig=AHIEtbQ8Vzc9nW5PLiS2HGXkvaXw3jqqoA)/CP

Russia’s economic decline has led to the departure of several scientists and a severe compromise of security. The disappearance and unknown location of the departed scientist is particularly alarming due to the intensified recruiting by Iran, Libya, Syria, and North Korea.
 As a result, the existing threat is substantiated by the existence of rogue states with intentions to develop biological weapons capabilities, well-financed religious cults, and a supply of unemployed scientists with weapons capability know-how. These forces have forged a volatile situation with potentially devastating consequences. Some arguments suggest that almost any individual with intent would be capable to produce and dispense a biological weapon. Fortunately, only a few have the potential to be successful at obtaining any of the category A, top-rated agents, in a form suitable to be dispensed in an aerosol form. Naturally occurring cases of plague, anthrax, and botulism provide a potential source for strains. However, the variation in the virulence of different strains requires knowledge of the agent in order to choose the most pathogenic strain. This knowledge is generally restricted to individuals with high expertise. Furthermore, producing the agent in large quantity and at the size needed for aerosolization requires laboratory sophistication beyond the average facility. These requirements reduce the likelihood of an attack but do not eliminate the threat all together. It is likely that a number of countries possess laboratories with the sophistication and capacity to produce most of the pathogenic organisms because the costs of equipping and staffing such laboratories are much lower than a nuclear weapon program. As a consequence, they are a likely substitute for budget constrained countries. Furthermore, because only small quantities are needed to inflict casualties over a wide area transportation of the agents is relatively easy. Thus, in countries where government institutions have been eroded or corrupted due to economic decline there is a substantial risk of bio-weapon capabilities being exchange on a black market. Current measures of screening to intercept these agents from transport across state or national borders are insufficient. 

Biological warfare and bioterrorism lead to extinction  

Matheny 07 – Jason, research associate with the Future of Humanity Institute at Oxford University (“Reducing the Risk of Human Extinction”, Risk Analysis, 10/07, http://jgmatheny.org/matheny_extinction_risk.htm)/CP
Of current extinction risks, the most severe may be bioterrorism. The knowledge needed to engineer a virus is modest compared to that needed to build a nuclear weapon; the necessary equipment and materials are increasingly accessible and because biological agents are self-replicating, a weapon can have an exponential effect on a population (Warrick, 2006 ; Williams, 2006 ). 5 Current U.S. biodefense efforts are funded at $5 billion per year to develop and stockpile new drugs and vaccines, monitor biological agents and emerging diseases, and strengthen the capacities of local health systems to respond to pandemics (Lam, Franco, & Shuler, 2006 ). There is currently no independent body assessing the risks of high-energy physics experiments. Posner (2004) has recommended withdrawing federal support for such experiments because the benefits do not seem to be worth the risks. We may be poorly equipped to recognize or plan for extinction risks (Yudkowsky, 2007 ). We may not be good at grasping the significance of very large numbers (catastrophic outcomes) or very small numbers (probabilities) over large timeframes. We struggle with estimating the probabilities of rare or unprecedented events (Kunreuther et al., 2001 ). Policymakers may not plan far beyond current political administrations and rarely do risk assessments value the existence of future generations.18 We may unjustifiably discount the value of future lives. Finally, extinction risks are market failures where an individual enjoys no perceptible benefit from his or her investment in risk reduction. 

Democracy
Economic decline undermines U.S. international influence while bolstering authoritarian governments

Sulaiman 11 – Yohanes, Faculty Member of the Indonesian Defense University (“Prosperity and Economic Stability First, Then Asean Can Push More Democracy”, The Jakarta Globe, 07/26/11, http://www.thejakartaglobe.com/commentary/prosperity-and-economic-stability-first-then-asean-can-push-more-democracy/455176)/CP

First is that the current economic weakness of the United States strongly undermines its position. The tsunami-like spread of democracy in the 1980s and ’90s to some degree was bolstered by the bankruptcy of communist countries. Governments in these nations fell after citizens compared their horrid economic conditions with the prosperity of the United States under Ronald Reagan. Gorbachev’s decision to launch glasnost (political openness) and perestroika (economic reform) was influenced by what he considered to be a successful Western economic model. It was no wonder that in 1989, Francis Fukuyama published his famous essay, “The End of History,” celebrating the advent of liberal democracy. In today’s economic climate, however, authoritarian leaders and their populations are appalled by America’s lack of economic discipline and massive debt. Authoritarian leaders and thrifty populations in Southeast Asia are more likely to applaud the responsible semi-authoritarian system of Singapore or the economic-oriented authoritarian system of China than the spendthrift democratic United States. They see that whereas China and Singapore built themselves up under strong leaders, leading to strong economic growth, the democratic United States is currently in the grips of “the Great Recession.” In addition, current political gridlock in Washington between Republicans and Democrats, combined with Obama’s inability to keep things in order, has damaged America’s prestige — not to mention its economic ratings. If democracy provides nothing but economic crisis, political squabbling and gridlock, why would anyone want it? Better stick with the authoritarian system of China, the thinking goes, or the semi-authoritarianism of Singapore, both of which seem to know what they are doing and can act decisively in times of need.

Economic decline leads to the loss the middle class, widening the societal class gap

Watson 10 – (Bruce, “Disturbing Statistics on the Decline of America’s Middle Class”, The Daily Finance, http://www.dailyfinance.com/2010/10/17/disturbing-statistics-on-the-decline-of-americas-middle-class///AS)

Economists often state that the middle class is the engine of commerce, and industries from construction to education to consumer electronics rely on a strong middle class -- with large amounts of disposable income -- to build colleges, fill houses and buy Blu-Ray players. But what if this massive engine ground to a halt? On the surface, the scenario sounds unlikely. But a growing cadre of economic analysts note the steady erosion of the middle class, and the loss of its massive buying power. In a recent article, my Daily Finance colleague Charles Hugh Smith laid out a fairly clear argument for the disappearance of the middle class, at least in terms of wealth. As Smith notes, the top 20% of the American populace holds roughly 93% of the country's financial wealth, and the top 1% of the country holds approximately 43% of the money in the U.S. Meanwhile, the middle 20% of the population -- what would, officially, be called the middle class -- holds only 6% of the country's total assets. While disturbing, even this minuscule share of the wealth pie dwarfs the bottom 40% of the country, who control less than 1%. So how did the middle class become second class citizens -- or, as Smith puts it, "Debt Serfs"? Not surprisingly, the answer is complicated, involving factors like the rising cost of education, the loss of pension funds and affordable health care, falling middle class wages, and the skyrocketing price of housing. 

Loss of the middle class leads to the demise of democracy

Collado N/D – (Emanuel, “The Shrinking Middle Class: Why America is Becoming a Two-Class Society”, http://books.google.com/books?id=-_f_quCSgNoC&printsec=frontcover&dq=demise+of+the+middle+class&hl=en&sa=X&ei=Dc3oT7PWOtGK0QHGqf3zCQ&ved=0CEkQ6AEwBA#v=onepage&q=demise%20of%20the%20middle%20class&f=false//AS)

Income inequality is particularly disturbing when it is fueled by a decline in the income of poor individuals and households. This is the pattern that has characterized the increasing inequality in California over the past three decades. It is important to note, however, that the results of this study do not indicate that people who were poor in the past have necessarily gotten poorer. The data for this analysis are cross-sectional (snapshots of those in income groups in each year) not longitudinal, and therefore do not follow the fortunes of specific families or individuals over time. What the analysis does tell us is that the poor in 1994 were considerably worse off than the poor in 1967. Moreover, as income falls at the bottom of the distribution, a greater percentage of people fall below the official poverty line. In other words, more Californians are poor today than were poor in the late 1960s. The distribution of income across a population is relevant to many policy domains, including economic development, tax and transfer programs, public sector employment, education and training, and workforce productivity. To develop policies that can promote equity and opportunity as well as efficiency in the California economy, legislators and other public officials need to understand the forces underlying the state’s growing inequality. In a follow-up study, the institute’s researchers will identify these forces and assess their relative effects on income distribution in California.

Disease

Economic decline leads to epidemics 

Suhrke et al 2011 – Mark, Norwich School of Medicine (June 10, 2011. “The Impact of Economic Crises on Communicable Disease Transmission and Control: A Systematic Review of the Evidence.” Plos One. http://www.plosone.org/article/info%3Adoi%2F10.1371%2Fjournal.pone.0020724)
Acknowledging these important limitations of existing literature, our study provides a first effort to structure existing findings into a theoretical model of infectious disease spread, the SIR model. This framework may serve as a guide for future investigations on economic downturns and infectious disease outcomes. When viewing existing literature through the lens of the SIR model, we found that several studies identified an elevation of risks, both immediately (mainly in terms of increased direct contact rates) and with a delay of several years (in terms of indirect transmission through infrastructure deterioration or reduced health system capacity to provide effective treatment, resulting in longer infectious periods) [4], [72]. These studies provide indications that economic downturns could exacerbate socio-economic inequalities while increasing certain susceptible populations and high-risk spreader groups, such as prisoners, migrants, and the homeless. Lower living standards during times of economic duress may also lead to over-crowding, poorer nutrition and, although the evidence is inconclusive, potentially reduced immunity due to living with higher stress levels. Furthermore, environmental exposures to pathogens may be altered (e.g. subsistence farming or encroachment of wildlife into abandoned areas), creating new opportunities for the spread vector-borne disease. Recovery rates may be similarly affected, with less funding available for healthcare provision, and susceptible groups less able to access healthcare, particularly in health systems that do not offer universal coverage. These findings provide a cautionary note to policymakers and may facilitate infectious disease control planning in response to current and future economic crises. There is also evidence that the consequences of infectious diseases can also provoke negative economic effects, potentially impeding economic recovery. For example, high HIV burdens have been found to lead to economic instability and poor socio-economic growth prospects in several Sub-Saharan nations, while even relatively limited outbreaks, such as the 2003 SARS outbreak, are estimated to have cost the countries of East and South East Asia some 2% of GDP [73]. Models of the impact of influenza in the UK suggested costs ranging from 0.5% to 1.0% of GDP for low fatality scenarios and 3.3% and 4.3% for high fatality scenarios [74]. This significantly outweighed the economic costs of pre-pandemic vaccines, which were estimated to limit the overall economic impact. Taken together, these studies point to the possibility of a vicious cycle, in which poor health and poor economic growth perpetually undermine one another, either across whole societies or important sub-sets of society.

Economic growth checks disease spread

Meier and Fox 2008 (Benjamin and Ashley, Sociomedical Studies@Columbia, Sociomedical Sciences@Columbia, May 2008, Human Rights Quarterly, 30(2), http://muse.jhu.edu.ezproxy.cul.columbia.edu/journals/human_rights_quarterly/v030/30.2.meier.pdf)

The public health advancements arising from economic development have been reserved predominantly for the developed world. In the more than 200 years since the industrial revolution, the developed world has seen dramatic improvements in health.2 Among developed nations, maternal and infant mortality rates have dropped dramatically,3 life expectancies at birth have nearly tripled,4 and the size of nations' respective populations have nearly quadrupled.5 In what is now the developed world, the eradication of absolute poverty and its attendant health conditions were instrumental in raising health outcomes. The reductions in infectious diseases at the beginning of the twentieth century, though often mistakenly attributed solely to advancements in medical technologies, resulted largely from broad improvements in economic development, higher standards of living, and the creation of social welfare programs.6 Advances in nutrition, sanitation, and technologies have allowed [End Page 263] for these unparalleled improvements in the human condition, heralding the rapid decline of malnourishment, infection, and poor nutrition that riddled pre-industrial Europe.7 It is these public health advancements from economic development that have been reserved for the developed world. While the entire world has seen an upward trend in life expectancy at birth and other health indicators over the course of the past century, vast international public health inequalities persist, with developing countries continuing to experience high rates of infectious illnesses, shortened lifespan, and diminished quality of life, generating a vicious cycle of destitution and disease. Although there continue to be global improvements in living standards, health, and well-being,8 absolute poverty and its associated maladies remain the primary reasons for the failure of developing states to improve the health of their peoples.9 As put forward by the World Health Organization (WHO): "Poverty wields its destructive influence at every stage of human life, from the moment of conception to the grave. It conspires with the most deadly and painful diseases to bring a wretched existence to all those who suffer from it."10 At the end of the twentieth century, 1.2 billion people worldwide (20 percent of the global population) continued to live on less than $1/day purchasing power parity (PPP).11 Adjusting this poverty line to a scantly less impecunious state of less than $2/day PPP more than doubles the number of those living in poverty to 2.8 billion people.12 The health consequences of this extreme poverty remain dire: 14 percent of the global population (826 million) is undernourished, 16 percent (968 million) lacks access to safe drinking water, and 40 percent (2.4 billion) lacks basic sanitation.13 [End Page 264] Globally, the two leading causes of disease burden in 2001 were perinatal conditions and lower respiratory infections (affecting 90 million and 86 million disability-adjusted life years respectively), both of which constitute poverty-related illnesses that are practically non-existent in high-income countries.14 Widespread poverty, enabling damaging underlying determinants of health, has led to these injurious public health consequences throughout the developing world.15 With nearly one-third of all deaths worldwide arising from these avoidable causes,16 the endurance of underlying determinants of ill-health, namely the persistence of inequitable poverty, has stymied attempts to prevent this unnecessary sickness and death.

Poverty

Economic Collapse leads to poverty, unemployment, and loss of value to life

ECCSSA, 2011 (“The National and Global Impacts of Economic Collapse: Perspectives from the Social Sciences”, 3/31-4/2, Eastern Community College Social Science Association, http://www.eccssa.org/HTMLobj-1131/ECCSSA_2011_Call_for_Papers._Final.pdf)

Over the last decade, the Eastern Community College Social Science Association (ECCSSA) has addressed transformational issues on the role of the social sciences. Topics included: information sharing; building a world community; curricula development; tolerance and humanity; creating a sustainable future; peace building and conflict resolution; interdisciplinary collaborations; creativity and innovation; and exploring the leadership role of the social sciences. This year, we are responding to a most immediate and pressing concern and focus in the forefront of our collective consciousness and daily experiences—the economy and its national and global impact on human life and its quality. The gravity of the current economic crisis is reported to be similar to the aftermath of events that occurred at other signal points in history: the nadir of the Roman Empire; the French Revolution of 1789; the economic collapse following the War of 1812; the Panic of 1873; and, the Great Depression, to name a few.  Missing from our understanding of earlier historical events is a careful analysis of implications, current knowledge and awareness of the effects and impacts of this Great Recession, worldwide. These global impacts are significant in a fully integrated economic world. When one country is affected, there is a ripple effect in all other nations, including the most prosperous of countries. Yet, we are so busy responding to these crises and seeking remedies, that we fail to fully fathom their devastating and long- term impacts and consequences on human life—unemployment, homelessness, poverty, mental and physical health, and the overall quality of life. This is without mentioning that we are now in a period of the confluence of crises-- environmental, economic, political; and, overall, human. 

Economic instability results in poorer health conditions, crashing the economy even further

Smith 1999- Senior economist, RAND, Distinguished Chair in Labor Markets and Demographic Studies (James, “Healthy Bodies and Thick Wallets: The Dual Relation Between Health and Economic Status,” Journal of Economic Perspectives, JSTOR, http://www.jstor.org/discover/10.2307/2647123?uid=3739728&uid=2&uid=4&uid=3739256&sid=21100869562021)//KC
There is abundant evidence of a quantitatively large association between many measures of economic status, including income and wealth, and a variety of health outcome, such as mortality or morbidity. However, considerable and often heated debate remains- especially across disciplines- about the direction of causation and about why the association arises. Although medical scientists are often convinced that the dominant if not exclusive pathway is that variation in socioeconomic status produces health disparities, they are increasingly debating among themselves about why low economic status leads to poor health. At least for industrial countries, the old standby arguments- the less well-to-do have access to less or lower quality medical care or a stronger pattern of deleterious personal behaviors- have been rejected as insufficient. Instead, some intriguing competing theories have arisen that emphasize long-term impacts of early childhood or even intra-uterine environmental factors, the cumulative effects of prolonged exposures to individual stressful events, or reactions to macro-societal factors such as rising levels of income inequality. A common link is that each theory attempts to document the physiological processes by which low economic status leads to poorer health. While these scientific questions are extremely important, this research has had little input from economists. Economists are now making contributions about the alternative pathway- the impact that poor health has on economic resources. Poor health may restrict a family’s capacity to earn income or to accumulate assets by limiting work or by raising medical expenses.

Fiscal crisis triggered by economic decline will cause an increase in poverty

Baldacci et al, 02 – Emanuele, Economists at the International Monetary Fund (“Financial Crises, Poverty, and Income Distribution”, The International Monetary Fund, 06/01/02, http://people.ucsc.edu/~hutch/Lund/Financial%20Crises%20and%20Poverty%20FD%20June%202002.pdf)/CP
But what happens to the poor during economic downturns triggered by financial crises? The conventional wisdom is that they not only become worse off but that they suffer disproportionately to the nonpoor. Crises are expected to deepen poverty and worsen income inequality in a number of ways: Weaker economic activity. A financial crisis can cause workers' earnings to fall as jobs are lost in the formal sector, demand for services provided by the informal sector declines, and working hours and real wages are cut. When formal sector workers who have lost their jobs enter the informal sector, they put additional pressure on informal labor markets. Relative price changes. A financial crisis typically involves a large currency depreciation, which changes relative prices. For example, the price of tradables rises relative to nontradables, causing earnings of those employed in the nontraded goods sector to fall. At the same time, increased export demand boosts employment and earnings in the sectors producing the exports. The currency depreciation may also affect consumer prices, and the higher cost of imported food hurts poor individuals and households that spend much of their income on food. Fiscal retrenchment. Governments often respond to crises by tightening the monetary and fiscal stances, often leading to cuts in public outlays on social programs, transfers to households, and wages and salaries.
The implications of poverty hold severely detrimental impacts upon the children of America’s next generation

Brooks-Gunn and Duncan, 97 – Jeanne, Virginia and Leonard Marx Professor of Child Development at Teachers College and the College of Physicians and Surgeons at Columbia, and Greg, professor of education and social policy and a faculty associate at the Institute for Policy Research, Northwestern University (“The Effects of Poverty on Children”, Princeton-Brookings’ The Future of Children, 1997, http://www.princeton.edu/futureofchildren/publications/docs/07_02_03.pdf)/CP


What does poverty mean for children? How does the relative lack of income influence children’s day-to-day lives? Is it through inadequate nutrition; fewer learning experiences; instability of residence; lower quality of schools; exposure to environmental toxins, family violence, and homelessness; dangerous streets; or less access to friends, services, and, for adolescents, jobs? This article reviews recent research that used longitudinal data to examine the relationship between income poverty and child outcomes in several domains. Hundreds of studies, books, and reports have examined the detrimental effects of poverty on the well-being of children. Many have been summarized in recent reports such as Wasting America’s Future from the Children’s Defense Fund and Alive and Well? from the National Center for Children in Poverty. As illustrated in Table 1, poor children suffer higher incidences of adverse health, developmental, and other outcomes than nonpoor children. The specific dimensions of the well-being of children and youths considered in some detail in this article include (1) physical health (low birth weight, growth stunting, and lead poisoning), (2) cognitive ability (intelligence, verbal ability, and achievement test scores), (3) school achievement (years of schooling, high school completion), (4) emotional and behavioral outcomes, and (5) teenage out-of-wedlock childbearing. Other outcomes are not addressed owing to a scarcity of available research, a lack of space, and because they overlap with included outcomes.

Socioeconomic instability intensifies inequality, social unrest, and leads to civil wars —turns case  

Baddeley 08 – Michelle, Fellow and Director of Studies (Economics) Gonville & Caius College, Cambridge (“Poverty, Armed Conflict and Financial Instability”, University of Cambridge, 12/01/08, http://www.econ.cam.ac.uk/dae/repec/cam/pdf/cwpe0857.pdf)/CP
Vicious circles emerge as socioeconomic instability contributes to ongoing civil unrest and financial instability, in turn increasing the risk of future conflicts. In this paper, the relationships between conflict, finance and poverty are analysed by exploring the hypothesis that poverty and conflict are magnified by financial factors. Interactions between conflict, absolute poverty and finance are estimated using least squares and binary dependent variable techniques adapted to capture simultaneity, with heterogeneity captured using fixed effects techniques. The results suggest a strongly significant positive relationship between poverty and conflict; the risk of war is positively associated with financial factors suggesting that financial resources will influence poverty indirectly by increasing risks of conflict. During civil wars, the ratio of military expenditure to GDP rises sharply and maintaining high levels of military expenditure may crowd out social expenditure exacerbating stagnation and continuing underdevelopment. Knight, Loayza and Villaneuva (1996) and Collier and Hoeffler (2006) assert that, even during peacetime, military expenditure may reduce growth. Collier (1995) observes that „conflicts weaken or incapacitate institutions that govern and provide services to facilitate transactions at a low cost for sustained economic development of a civil society, and encourage opportunistic behaviour‟. Also, many of the human costs of war are indirect costs, not just the costs associated with physical violence –immediate human costs and long-term development costs reflect the loss of entitlements, particularly amongst vulnerable groups (Stewart and Fitzgerald, 2000, pp. 6-7). Conflict also generates distributional changes intensifying horizontal inequality across different ethnic/ religious / tribal groups as well as vertical inequality down through different income groups. (Stewart and Fitzgerald, 2000, pp. 6-7) A model of strategic interactions between government and insurgents can be used to capture the essence of the feedback effects between civil conflict, poverty and finance as outlined in the previous section.

Inequality leads to political instability and undermines the U.S. democratic system along with economic growth – makes the plan counterproductive

Porter 12 – Eduardo, editorial writer and commentator specializing in business, regulation, trade and international economic relations, (“Inequality Underminds Democracy”, The New York Times, 03/20/12, http://www.nytimes.com/2012/03/21/business/economy/tolerance-for-income-gap-may-be-ebbing-economic-scene.html)/CP

Our tolerance for a widening income gap may be ebbing, however. Since Occupy Wall Street and kindred movements highlighted the issue, the chasm between the rich and ordinary workers has become a crucial talking point in the Democratic Party’s arsenal. In a speech in Osawatomie, Kan., last December, President Obama underscored how “the rungs of the ladder of opportunity had grown farther and farther apart, and the middle class has shrunk.” The sharp rise in the cost of college is making it harder for lower-income and middle-class families to progress, feeding education inequality. Inequality is also fueling geographical segregation — pushing the homes of the rich and poor further apart. Brides and grooms increasingly seek out mates with similar levels of income and education. Marriages among less-educated people have become much more likely to fail. And a growing income gap has bred a gap in political clout that could entrench inequality for a very long time. One study found that public spending on education was lower in countries like Britain and the United States where the rich participate more in the political process than the poor, and higher in countries like Sweden and Denmark, where levels of political participation are approximately similar across the income scale. If the very rich can use the political system to slow or stop the ascent of the rest, the United States could become a hereditary plutocracy under the trappings of liberal democracy. One doesn’t have to believe in equality to be concerned about these trends. Once inequality becomes very acute, it breeds resentment and political instability, eroding the legitimacy of democratic institutions. It can produce political polarization and gridlock, splitting the political system between haves and have-nots, making it more difficult for governments to address imbalances and respond to brewing crises. That too can undermine economic growth, let alone democracy. 

Genocide

Economic collapse and instability causes genocide and political fragmentation

Oxford University Press 2000 – (“War, Hunger, and Displacement,” Oxford University Press, Google Books, http://books.google.com/books?hl=en&lr=&id=NZ7-IlL6l_gC&oi=fnd&pg=PR12&dq=economic+decline+causes+water+wars&ots=rDOpC_MVlL&sig=HGOApsZj32bdsZ2bZQ3OIgSk6y0#v=onepage&q=economic%20decline%20causes%20water%20wars&f=false)//KC

The analysis in Volume 1 showed multiple causes of the human suffering in emergencies. Economic, political, and cultural sources are intertwined; economic stagnation or collapse, especially when coupled with large disparities among groups (horizontal inequality) and individuals (vertical inequality), spur political discontent, which leaders use to mobilize people to support their struggles for power, thus deepening and exploiting perceived cultural differences. Group differences, based on differences in ethnicity, race, religion, caste or class, are reinforced, and sometimes created, by conflict. While these differences are not the primary cause, they acquire an independent force that makes peace-making difficult. Moreover, in war, collective action is the consequence of individual decisions. Individuals’ political and economic aims may be served by war. Such motivation fuels and may even cause conflict. Vayrynen, in Chapter 2, defines and operationalizes the concept of a humanitarian emergency. Despite some underlying economic causes complex humanitarian emergencies are essentially political or intergroup struggles for political power and the economic and social gains this confers. Using Vayrynen’s definition, the chapter views CHEs globally; while emergencies mostly occur because of intra-country disputes, there are political and economic links to the rest of the world, which may partially cause and magnify the disputes. Humanitarian disasters are viewed as an intrinsic part of the global political economy, the downside of otherwise positive trends of globalization. 

� Miller, J. and Broad, W. “Iranians bioweapons in mind, lure needy ex-Soviet scientists,” New York Times, December 8, 1998. p. A1





