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A.  UNIQUENESS - The Economy will be fine – but faces risk – Fiscal issues could arise
BLINDER  3 – 31 – 11 a professor of economics and public affairs at Princeton & former vice chair of the Federal Reserve
Alan S. Blinder, Handicapping the Economic Recovery, WSJ, http://online.wsj.com/article/SB10001424052748704308904576226570362791958.html?mod=googlenews_wsj
If you're searching for a metaphor for the U.S. economy right now, think of an athlete who is recovering from serious injuries and must navigate a difficult obstacle course. She's getting into better shape but there are hazards along the way that might keep her from reaching the finish line.

Here's my list of the four biggest obstacles to recovery right now—in ascending order of seriousness:

• The Japanese disaster: Many people view the physical and human tragedy now afflicting Japan as a serious threat to global recovery. Based on what's known so far, I don't. The horrors unleashed by the earthquake, tsunami and nuclear disaster are very real—and monumental in scale and scope. The human cost is incalculable. And the disaster is already causing some economic disruptions (e.g., to production in Japan and to global supply chains). There will be more.

But history teaches us that in well-ordered economies, such events generally prove to be no more than short-term setbacks. And this is Japan we're talking about. Its economy will likely bounce back relatively quickly.

• The European sovereign debt crisis: This one is starting to look like a hardy perennial. For about a year, the on-again-off-again fear has been that defaults or restructurings by Greece, Ireland, Portugal and others might impose huge losses on European banks, which are not too healthy anyway, thereby opening a new and scary chapter in the world financial crisis.

No one knows what the future might bring, but my guess is that history will prove to be prologue. The nations of the European Union have bickered, dithered and delayed time again. But each time, when push came to shove, they got their act together. We'll likely see more bickering and dithering. But a financial implosion in Europe seems unlikely. The stakes are too high, and disaster is too preventable. (Did someone say that in the summer of 1914?)

• The U.S. budget deficit: The unedifying and sometimes irrational political wrangling over our own budget deficit is more worrisome. There are three distinct hazards here.

First, the current budget battle might lead to excessively large cuts in federal spending at a time when the economy is still fragile—much like what is happening in the U.K. Frankly, I don't lose any sleep over this one. Gridlock will protect us.

Second, failure to agree on a budget for fiscal year 2011—which is already six months old!—could lead to a shutdown of the federal government, as happened in 1995. Again, I'm not too worried about this because any shutdown would be brief, making it a big political event but a small economic one. Besides, the Republican leadership remembers 1995, even if many of the party's freshmen do not.

The third hazard, though unlikely, is scarier: Suppose we crash headlong into the national debt ceiling. President Barack Obama and Treasury Secretary Tim Geithner have stated that the debt ceiling must be raised, period. They have both arithmetic and logic on their side. After all, as long as the government runs any budget deficit at all, no matter how small, the national debt rises. But some politicians are impervious to reason. And some Republicans see the debt limit as a weapon to force budgetary changes they seek. It's a dangerous game of political chicken.

Games of chicken almost always end with one side or the other (or both) backing off. This one probably will, too. But now and then a game of chicken ends in a crash. What happens if this one does? Some people have raised the specter of default on the national debt. That seems most unlikely, but even talk of default could shake the financial markets. We need to avoid that.

Two other ill effects are more plausible. First, investors around the world might start thinking the U.S. has lost its grip, which would not do the dollar or our stock and bond markets any good. Second, since the federal government is now taking in only 57 cents for every dollar that it spends, hitting the debt limit could force an abrupt 43% cut in government spending. That might delight tea partiers, but it would be a serious blow to the American economy.

• The oil market: This is the most worrying. When we think about the many conflicts now going on in the Middle East, we think of hopes for democracy, concerns about radical Islamists, our military involvement in Libya and more. But economically, we think only about the supply of oil.

So far, the price of oil is up only about $20 a barrel—roughly to $105 from $85 on light crude. But if oil were to shoot up into the $150 range, as it did briefly in the summer of 2008, the world would face a major oil "shock." (It now faces a minor one.) Oil shocks tend to both raise inflation and slow down economic growth.

But there's a ray of sunshine even here. Recent research suggests that oil shocks are now less devastating than they once were. Some of the reasons are obvious (for example, we use much less oil, relative to GDP, than we did in the 1970s). Others are speculative (it seems we now adjust to shocks better.) But whatever the reasons, oil shocks since the mid-1980s have had far smaller effects on the U.S. economy than earlier ones did. Even prices of $150 per barrel would not hurt as much as they did in the 1970s and early 1980s.

So let's handicap the race. Imagine that each of the first three obstacles has only a 5% chance of derailing the recovery, the last one has a 25% chance, and the four events are independent. That adds up to 40%, leaving the betting odds in favor of our limping-but-determined runner. Still, 60-40 bets leave me uneasy. 

B.  LINK – any space program will be expensive – will destroy the budget
HSU & COX  09  Ph.D., Senior Fellow – Aerospace Technology Working Group & Ph.D., Founder & Director – Aerospace Technology Working Group

(Feng Hsu and Ken Cox, “Sustainable Space Exploration and Space Development - A Unified Strategic Vision”, 2-20, http://www.spaceref.com/news/viewsr.html?pid=30702) 

There are limited financial resources from the U.S. government, which is now struggling with unprecedented high budget deficit and is confronted with extremely costly ongoing wars. So it is nearly irresponsible to impose on the nation and its people an Apollo-like, huge spending lunar-based space exploration program. There is neither significant (or short-term) science value nor space exploration and operation value in revisiting an earth-orbit destination that was explored by mankind four decades ago. Given today's decimated American economic condition, we must adapt a concurrent and comprehensive space exploration and space development strategy that is not only affordable but can be mutually supported. 

Failure to stop spending will result in economic collapse
ROE  5 – 18 – 11  member of the Education and Workforce Committee.  Representative from Tennessee

[Phil Roe Cut, cap and balance: A fight toward fiscal responsibility http://voices.washingtonpost.com/federal-eye/2010/05/navy_plebes_scale_herndon_monu.html]

On Monday, the United States reached the legal limit of its borrowing authority – further evidence that out-of-control spending is a matter of national security. Serious reforms and government spending cuts need to be made to avoid severe economic disruptions – both in the short and long-term. 

The national debt and deficits are rising at an unconscionable rate. The national debt now exceeds $14 trillion, and the government is still piling up debt at the rate of $200 million an hour, $30 billion a week, $120 billion a month and $1.6 trillion a year. It’s clear we don’t have a revenue problem – we have a spending problem. 

Raising the debt ceiling without these serious reforms will only burden our future generations with outrageous debt.  Worse, the president and Senate Democrats are saying they want a “clean” debt ceiling increase, which means that they want to continue spending and borrowing more money with no strings attached. My view is we must not raise the debt ceiling by $1 without simultaneously making deep cuts in spending and taking real steps towards a balanced budget. 

It is imperative to the future of the country that we fight for an immediate shift toward fiscal responsibility. That is why I, along with my colleagues in the Republican Study Committee (RSC), wrote a letter to House Speaker John Boehner asking him to “Cut, Cap and Balance.” Specifically, we advocated for discretionary and mandatory spending reductions that would cut the deficit in half next year; enacting statutory, enforceable total-spending caps to reduce federal spending to 18 percent of Gross Domestic Product (GDP); and a Balanced Budget Constitutional Amendment (BBA) with strong protections against federal tax increases and including a Spending Limitation Amendment (SLA). This proposal will put us on a path to prosperity, and I will work to see provisions like this are included in any final agreement.

I believe it is prudent to limit the extension of borrowing authority as much as possible, in order to demand accountability from Senate Democrats and the Obama Administration. Every day, we see more and more evidence of the need to confront the problem now. The International Monetary Fund (IMF) report released in April adds urgency to the need for meaningful actions — both short and long-term — to confront the nation's debt head-on. Additionally, Moody's Analytics released a report several weeks ago forecasting a downgrade in our country’s bond rating. It’s clear that if we fail to stop the spending spree, our nation will face economic collapse in the long-term.  

C.  Economic Collapse risk global nuclear wars
Harris and Burrows 09 PhD European History @ Cambridge, counselor in the National Intelligence Council (NIC) & member of the NIC’s Long Range Analysis Unit
Mathew, and Jennifer “Revisiting the Future: Geopolitical Effects of the Financial Crisis” http://www.ciaonet.org/journals/twq/v32i2/f_0016178_13952.pdf
 
Of course, the report encompasses more than economics and indeed believes the future is likely to be the result of a number of intersecting and interlocking forces. With so many possible permutations of outcomes, each with ample Revisiting the Future opportunity for unintended consequences, there is a growing sense of insecurity. Even so,history may be more instructive than ever. While we continue to believe that the Great Depression is not likely to be repeated, the lessons to be drawn from that period include the harmful effects on fledgling democracies and multiethnic societies (think Central Europe in 1920s and 1930s) and on thesustainability 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 couldlead 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 rivalscombined 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 uncertaintyof Iranian intentions may place more focus on preemption rather than defense, potentially leading to escalating crises. 36 Types of conflict that the world continues to experience, such as over resources, could reemerge, particularly if protectionism grows and there is a resort to neo-mercantilist practices. Perceptions of renewed energy scarcity will drive countries to take actions to assure their future access to energy supplies. In the worst case, this could result in interstate conflicts if government leaders deem assured access to energy resources, for example, to be essential for maintaining domestic stability and the survival of their regime. Even actions short of war, however, will have important geopolitical implications. Maritime security concerns are providing a rationale for naval buildups and modernization efforts, such as China’s and India’s development of blue water naval capabilities. If the fiscal stimulus focus for thesecountries indeed turns inward, one of the most obvious funding targets may be military. Buildup of regional naval capabilities could lead to increased tensions, rivalries, and counterbalancing moves, but it also will create opportunities for multinational cooperation in protecting critical sea lanes.With water also becoming scarcer in Asia and the Middle East, cooperation to manage changing water resources is likely to be increasingly difficult both within and between states in a more dog-eat-dog world.
***UNIQUENESS

Economy Improving

Decline factors are temporary 

MarketWatch 6/1 [Rex Nutting, MarketWatch, “Will the Economic Slump Last?” Wall Street Journal. June 1, 2011. http://www.marketwatch.com/story/will-the-economic-slump-last-2011-06-01?link=MW_latest_news. ]
Isn’t there anything good to say about the economy? Sure. Many of the factors depressing the economy are temporary: Gasoline prices have been falling for the past month, and businesses are figuring out how to work around the supply disruptions from the tsunami. Household finances are slowly improving, setting the stage for faster domestic growth. Even the optimists are nervous about the next few months. It’s possible that some of the gloomy data reflect excessive caution ahead of several key events: The end of the Federal Reserve’s asset purchases, the resolution of the U.S. debt-ceiling soap opera, the resolution of Europe’s fiscal disaster, and the ability of the developing world to achieve its soft landing. If all of those go well or even just OK, the future might look a little brighter at the end of the summer. And if they don’t? We may look back on this spring with fond memories.
Economy is going up – growth rates increasing, jobs, gas prices

Bloomberg 6/1 [Joshua Zumbrun, “Fed’s  Pianalto Says U.S. Economy Likely to Grow at 3 Percent Annual Pace,” Bloomberg. June 1, 2011. http://www.bloomberg.com/news/2011-06-01/fed-s-pianalto-says-gradual-economic-recovery-to-continue.html]

Federal Reserve Bank of Cleveland President Sandra Pianalto said she expects the U.S. economic expansion to advance further and that the central bank’s current monetary stimulus is appropriate. “I expect the economy to continue on a gradual recovery pace over the next few years, with annual growth just above 3 percent a year,” Pianalto said today in a speech in Columbus, Ohio. “I believe inflation will be temporarily elevated this year due to developments in oil and food prices, but I expect inflation to fall back below 2 percent in the next couple of years.“Given this outlook, I think that the current accommodative stance of monetary policy, with short-term interest rates close to zero, is appropriate and supports the FOMC’s dual mandate of stable prices and maximum employment,” Pianalto said at the Columbus Metropolitan Club. Chairman Ben S. Bernanke and the Federal Open Market Committee plan this month to complete a $600 billion bond purchase program. At their last meeting in April they said they’ll hold interest rates “exceptionally low” for an “extended period.” They’re considering a policy plan that would follow the end of record monetary stimulus. Pianalto said in response to audience questions that she doesn’t anticipate that the economy will fall into “stagflation,” with simultaneous high unemployment and high inflation because “there has not been a growth in the money supply.” Kept Reserves The Fed has funded its asset purchases by creating bank reserves, and “banks have kept those reserves. They have not put them back into the economy,” she said. The softness in recent economic data is different from the slowdown last year, when Europe’s fiscal crisis damaged business confidence in the U.S., Pianalto said. “This time around even though we are again seeing some softness, we’re not seeing the same reaction on the part of businesses,” she said. Businesses are hiring and “not pulling back,” indicating the “economy is on firmer footing.” The Labor Department will report on June 3 that the economy added 175,000 jobs in May, according to the median of a Bloomberg Survey. The unemployment rate will fall to 8.9 percent from 9 percent in April, according to the survey. More Churning Pianalto cited research from the Cleveland Fed showing that “research reveals that historically, the more dynamism or churn in the job market, the faster the unemployment rate returns to its “trend” rate or “natural” rate, which we believe is between 5.5 and 6 percent.” She said it could take about five years for unemployment to return to that level. “Unfortunately, the rate of churn is not returning as quickly as it has after previous recessions,” she said. Low wage growth was likely to restrain inflation in coming years, Pianalto said. “After a recession, wage increases typically remain low for quite some time,” she said. “This should keep the inflation rate lower because lower wage growth directly implies little rise in the cost of producing goods and providing services.” Regular gasoline at the pump fell 0.5 cent yesterday to $3.775 a gallon, the lowest price since April 10, AAA said on its website. The Fed has said pressures from high commodity prices will have only a “transitory” effect on overall inflation. The Labor Department said overall prices rose 3.2 percent in April from a year earlier and prices excluding food and fuel rose 1.3 percent. The Fed aims for inflation of 2 percent or a bit below. Pianalto said in a March speech that she supports an explicit inflation target of 2 percent.

Brink

Financial straitjacket now
FINANCIAL TIMES  5 – 4 – 11  
James Politi in Washington, Potential grows for fiscal straitjacket, http://www.ft.com/intl/cms/s/0/78151aae-7692-11e0-bd5d-00144feabdc0.html#axzz1NIHs5tds
As US vice-president Joe Biden meets congressional negotiators for a fresh round of budget talks on Thursday, expectations of the group achieving a comprehensive plan to solve the country’s fiscal problems are low.

Instead, Obama administration officials, members of Congress and Washington budget analysts believe there is potential for a more narrow deal that would place the US in a fiscal straitjacket for the coming decade. 

Achieving consensus on such a broad framework – which would bind future presidents and lawmakers to fiscal responsibility – will undoubtedly be easier than finding agreement on the thorny detail of specific cuts and reforms to government programmes and taxation. On this, Democrats and Republicans remain sharply divided.

A deal on new fiscal rules would offer another chance for both leading parties to claim victory on a budgetary matter – as was the case both in the 2010 tax compromise last December and the 2011 budget deal in April – without exposing them to too much political risk.

Investors Brink

US investment is risky already

HUTCHINSON  5 – 13 – 11   Money Morning Contributor – NU Wire Investor

[Martin Hutchinson, Money Morning, Only One Safe Bet Left for Investors, http://www.nuwireinvestor.com/articles/only-one-safe-bet-left-for-investors-57284.aspx]

U.S. Treasury bonds , once a favored safe haven investment for domestic and foreign investors alike, are suffering fallout from the recession with many doubting guaranteed gains. Analysts now agree that gold is on the only safe haven investment left, while lamenting that Germany, an EU powerhouse that has a proven track record for fiscal responsibility, has yet to offer investment bonds available in the U.S. For more on this continue reading the following article from Money Morning.

The April 18 announcement by Standard and Poor's that it downgraded its outlook for U.S. debt to "negative" from "stable" was unsurprising.

At the same time, though, it raised questions about safe haven investments.

Principally, if U.S. Treasuries are no longer an investment safe haven, then where can cautious investors safely store their capital?

The market's initial reaction to the S&P announcement was typical of its trader-dominated nature. Stocks dropped and gold rose - but U.S. Treasury bond prices actually rose, as well.

Traders took the view that S&P's action had increased the chances that Congress would come together and produce a compromise solution to reduce the budget deficit and restore the U.S. credit rating  to a sound footing.

I can see how that might happen, but I wouldn't bet on it. Certainly, such an outcome is not likely before the 2012 elections.

Given that belief, it is clear that U.S. Treasuries are no longer a safe haven. And in my view, they haven't been for some time. The monetary policies of former U.S. Federal Reserve Chairman Alan Greenspan and current Federal Reserve Chairman Ben S. Bernanke have been tending towards the inflationary since 1995.

Investors sticking around now – restrained spending key – not absolute cuts
BLINDER  2 – 25 – 11 professor of economics and public affairs at Princeton & former vice chair of the Federal Reserve
Alan Blinder: The Economic Silly Season, http://delong.typepad.com/sdj/2011/02/alan-blinder-the-economic-silly-season.html
The final element of silliness is... the popular notion that we need deficit reduction urgently, right now, even though the unemployment rate is still 9%.... The federal budget deficit is on an irresponsibly unsustainable path.... We need to both restrain spending and raise more revenue—and by large amounts. But not right this minute, because doing either would shrink the economy. Despite recent increases, Treasury borrowing rates remain low. There is no evidence that investors are fleeing the dollar. Our economy is still in desperate need of more demand. Each of these facts argues for waiting.... Congress is tied up in knots over some $60 billion in immediate spending cuts. That number, while draconian in the short run (only half the fiscal year is left), is chump change in the long run. And while Congress is consuming itself in partisan acrimony over the $60 billion, it is doing essentially nothing about the multitrillion dollar long-run deficit—which, as everyone should know by now, hinges on The Big Four: Social Security, medical care, defense and taxes.

As I said, it's the silly season.

No New Spending

No additional spending coming – afraid it will snowball – Obama & Dems on board
Fox News 5/16 (Chad Pergram, 5/16/11, "An Unenviable Choice: Disaster Relief Versus Spending Cuts", http://politics.blogs.foxnews.com/2011/05/17/unenviable-choice-disaster-relief-versus-spending-cuts)

Finally, even the Obama Administration and Democrats are wary of formulating an additional spending bill. If history is any guide, such packages have the potential to become "Christmas Trees." These are bills decorated with an array of spending baubles and ornaments devoted to causes besides the targets of the base legislation. And in order to garner support from lawmakers who don't represent constituents in the tornado or flood zones, a possible bill could require significant garnishment just to conjure up the votes.

Which brings us to the endgame for House Republicans.

If the GOP wants to cut spending, it can't do supplemental spending bills on top of the regular spending bills. That's part of the reason why the national debt exploded. After all, supplemental spending bills to bankroll the war on terror and operations in Iraq helped explode the debt over the past decade. In addition, loading up bills with extras to coax lawmakers to vote for additional spending is a thing of the past in Washington. And it's definitely not what the voters want.

political consequences mean less spending now

WASHINGTON POST  5 – 24 - 10
New spending plans belie Congress's deficit worries, http://www.washingtonpost.com/wp-dyn/content/article/2010/05/24/AR2010052403585.html
Not every item has been "scored" by the Congressional Budget Office, but senior Democratic aides have told The Post that they expect the measure to cost almost $200 billion over the next decade. This is on top of a separate $60 billion measure to fund the war in Afghanistan, now before the Senate, to which the White House is trying to attach $23 billion in additional deficit spending to avoid layoffs of public school teachers.

With deficit anxiety rising in the electorate, there are signs that both the White House and the leadership in Congress are beginning to worry about the political costs of more red ink. House leaders are discussing a one-year budget plan that might cut more than Obama's proposed freeze on non-national security discretionary spending. But first, more dollars out the door. 

No new spending – house GOP leader
Atlantic 5/10/11 (Derek Thompson, 5/10/11, "Boehner Is Beating Democrats in the Debt Ceiling Game", http://www.theatlantic.com/business/archive/2011/05/boehner-is-beating-democrats-in-the-debt-ceiling-game/238669/) 

Like any well-crafted political message, House Speaker John Boehner's speech to the New York Economic Club on Republicans' debt ceiling strategy could be reduced a dozen words: No new debt without a deal, no new spending, no new taxes, no default.

Simplicity is a virtue in messaging, but in the real world, Boehner's debt ceiling game gets complicated. Raising the debt limit requires a deal. A deal requires Democratic votes. Democratic votes require tax increases. No tax increases means no Democrats, which means no deal, which means no debt limit increase and the possibility of a bond market freakout.

Cuts Coming

Massive cuts coming
 Fox News 5/16 (Chad Pergram, 5/16/11, "An Unenviable Choice: Disaster Relief Versus Spending Cuts", http://politics.blogs.foxnews.com/2011/05/17/unenviable-choice-disaster-relief-versus-spending-cuts)

But the work on the FY ‘12 appropriations bills marks the first time a Republican-led House, dominated by conservatives and tea party loyalists, will have a complete stab at slicing federal spending. This is where Republicans truly have a chance to make good on their campaign promises to ax the debt.

Late last week, Rogers and the Appropriations Committee released a set of numbers that would glaze over the eyes of any accountant worth his pocket protector. The numbers were something called 302(b) allocations.

Last month, the House adopted the so-called "Ryan Budget," a non-binding spending blueprint drawn up by House Budget Committee Chairman Paul Ryan (R-WI). And last week, Rogers took Ryan's framework and concocted the 302(b) allocations. In short, Ryan baked the pie. Rogers then sliced up the pie into 12 pieces. Each wedge of pie represented an individual Appropriations subcommittee that governs a set of federal government fiefdoms.

But what's important is how big Rogers rationed each pie slab.

To comply with the Ryan budget, Rogers needed to reduce spending by about $30 billion from what President Obama proposed. So Rogers offered up a series of spending chunks that trimmed non-defense federal spending by 11 percent.

"These are big-time cuts. They would take us back to the (FY) ‘06 levels for the cuts," boasted Rogers.

He noted that the agriculture spending bill is on target to absorb a 13 percent reduction. Rogers says transportation and housing programs could lose around 18 percent. Spending for the measure that funds the Departments of Labor and Health & Human Services reverts to FY ‘04 levels.

This is where the rubber hits the road. And Rogers is bracing for the fights.

"Members of Congress argue with each other?" the Kentucky Republican asked rhetorically. "Of course, there will be some disagreements. But I think when the dust settles, we'll be able to pass those bills and make responsible cuts."

Cuts coming – compromise on the debt ceiling debate
Los Angeles Times 5/29/11 (Peter Nicholas, 5/29/11, "Republicans still firmly against raising debt ceiling without big cuts", http://www.latimes.com/news/nationworld/nation/la-na-gop-debt-ceiling-20110530,0,980818.story)

Two top Republicans said Sunday they opposed raising the nation's debt ceiling without major moves to slash the federal deficit, a stance that suggests the GOP may be heading toward a high-stakes showdown with Democrats as the deadline for congressional action nears.

Senate Minority Leader Mitch McConnell (R-Ky.) said on NBC's "Meet the Press" that he was prepared to keep the ceiling in place "unless we do something really significant about debt and deficit."

Former Minnesota Gov. Tim Pawlenty, a Republican candidate for president, also challenged the Obama administration's contention that failure to lift the debt limit would trigger an unprecedented default.

The U.S. has until Aug. 2 to raise the $14.3-trillion debt ceiling, said Treasury Secretary Timothy F. Geithner. Failing to act would invite "catastrophic" consequences, Geithner has said: Military service members would not get paid, retirement investments would drop in value, and people would face higher payments on mortgages and car loans.

President Obama has said he expects Congress to increase the ceiling. In an interview last month with the Associated Press, the president said: "We will raise the debt limit. We always have. We will do it again."

The alternative, Obama said, is to "plunge the world economy back into a recession."

Posturing is always a part of congressional negotiations, but Republicans are under enormous pressure from "tea party" conservatives to curtail spending. The debt ceiling debate presents some congressional Republicans with an unhappy choice: A vote to raise the ceiling might expose them to primary challenges in the 2012 election, while a vote against it risks a default on U.S. debt obligations that could jeopardize the fragile economic recovery.

Pawlenty, in an interview with ABC's "This Week," said the consequences of failing to raise the cap might not be as stark as the White House contends.

Asked whether the result would prove calamitous for the U.S. economy, Pawlenty said: "Well, there are some serious voices challenging that very premise. And the answer is nobody really knows, because we've not been at this point before."

If opponents hold their ground and keep the ceiling intact, the U.S. could still manage by prioritizing payments, using the remaining cash to pay outside creditors first, Pawlenty said.

The Obama administration has dismissed that approach as "unworkable." In a blog post this year, Deputy Treasury Secretary Neal Wolin wrote that giving certain creditors privileged status was "default by another name."

"Such a policy would also be unacceptable to American servicemen and women, retirees and all other Americans who would rightly reject the notion that their payment has been deemed a lower priority by their government," Wolin wrote.

But a compromise might be in the offing. McConnell, in his appearance on "Meet the Press," left open the possibility of a deal.

Obama has said he is amenable to additional spending cuts as a condition of lifting the debt ceiling.

Spending cuts coming – GOP House majority

COLE  1 – 10 – 11   US House Republican

[New Congress Begins with Spending Cuts, http://cole.house.gov/news/weekly-column/2011/01/new-congress-begins-with-spending-cuts.shtml]

The 112th Congress was sworn in last week, and the new Republican majority immediately went to work implementing the priorities the American people voted for in November's historic election. Citizens demanded spending cuts, more accountability and transparency, and a return to the principles of limited government set forth in the Constitution. House Republicans passed legislation addressing every one of these priorities in the first week.

On Day 1, we passed new rules to change the very processes by which Congress operates. For too long, Washington has functioned under a system that reflexively enables spending and the growth of government. No longer. The rules package passed by the Republican majority requires that all bills submitted for a vote must be accompanied by a Constitutional Authority Statement citing the specific constitutional provisions that permit the legislation. All legislation will now be posted online for at least three days before a vote, instead of being rushed through with no opportunity for scrutiny.

We've ended the Democrats' "pay-go" policy that mandated tax increases to fund new spending. Instead, the new Congress will operate under a "cut as you go policy," under which any new spending items must be offset by a spending cut of an equal or greater amount elsewhere in the budget. And finally, we passed a rule declaring that a full reading of the Constitution would take place on the House floor. When we fulfilled this pledge on the second day of session last week, it was a first in history and a powerful reminder of our founding principles.

After the reading of the Constitution, we voted to cut the budget of every congressional office and committee by 5 percent. In order to reduce the deficit and create jobs, everything must be on the table. There are tough cuts coming to every part of the federal budget, and it's appropriate that Congress take the first step by cutting our own budgets. I'm proud to have worked on the Transition Team that recommended these cuts, and I'm pleased that the Appropriations Committee on which I serve is going even further and cutting our budget by 9 percent. This is just the beginning of a serious and sustained effort to cut government spending.

***LINK 

NASA needs Money for Anything
NASA doesn’t even have enough money for current projects – need more funding

RHIAN  1 – 17 – 11  Universe Today Staff Writer

[Jason Rhian,  NASA Says it Cannot Produce Heavy-Lift Rocket on Time, Budget, http://www.universetoday.com/82535/nasa-says-it-cannot-produce-heavy-lift-rocket-on-time-budget/]

 NASA has sent Congress a report stating that it cannot meet the requirements that it produce a heavy-lift rocket by the current 2016 deadline – or under the current allocated budget. In the NASA Authorization Act of 2010, NASA was directed to develop a heavy-lift rocket in preparation to flights to an asteroid and possibly Mars. NASA said it cannot produce this new rocket despite the fact that the agency would be using so-called “legacy” hardware – components that have been employed in the shuttle program for the past 30 years. NASA would also utilize modern versions of engines used on the massive Saturn V rocket.

Now, approximately three months after the act was signed into law, NASA is telling Congress that they can’t build the vehicles that will succeed the shuttle. At least, NASA said, not in the time allotted or for the amount allocated to them. The agency expressed these inadequacies in a 22-page report that was submitted to Congress.

In the report, NASA said it “recognizes it has a responsibility to be clear with the Congress and the American taxpayers about our true estimated costs and schedules for developing the SLS and MPCV, and we intend to do so.”

“Currently, our SLS (Space Launch System) studies have shown that while cost is not a major discriminator among the design options studied, none of the design options studied thus far appeared to be affordable in our present fiscal condition.”

Senators Bill Nelson (D-FL) and Kay Bailey Hutchinson (R-Texas) who helped to draft and pass the NASA Authorization Act said that none of the rationale posted within the report provided justification for NASA not to meet its requirements.

Congress has been hoping to shore up any potential failings of the emerging commercial space market by having NASA design, in parallel, a heavy-lift rocket. That way, if these firms don’t produce, the nation has a ‘backup’ in place. NASA has essentially admitted that it cannot accomplish the task set in front of it. Congress might decide to take funds from other areas of the space agency’s budget to fill in the projected shortfall. There have been some suggestions that these funds may come from those intended for Kennedy Space Center (KSC).

KSC has already been sent reeling from massive layoffs which are set to continue until the end of the shuttle program. There is no established program set to follow the space shuttle program. Many have tried to compare the gap between shuttle and whatever is to follow to the gap between Apollo and shuttle. But this is a false analogy. At the end of Apollo the next program was established (the space shuttle was approved during the Apollo 16 mission). As the twilight of the shuttle era nears – there no longer is any established program. Under the Vision for Space Exploration, the succeeding program was called Constellation and consisted of a Apollo-like capsule, man-rated rocket the Ares-I (based off a single shuttle solid rocket booster) and a unmanned heavy-lift booster – the Ares-V.

While Congress may have signed the directive to produce the new heavy-lift booster into law – they haven’t done as much to pay for it. NASA was supposed to receive $11 billion over the course of the next three years to build both the rocket as well as the Orion spacecraft. Congress is now working to find ways to cut federal spending and NASA could find itself receiving far less than promised. 

Space is expensive

Its expensive to put anything into space

KAKU 09  professor of theoretical physics at the City University of New York

 [Michio Kaku, “The Cost of Space Exploration,” July 16, 2009, http://www.forbes.com/2009/07/16/apollo-moon-landing-anniversary-opinions-contributors-cost-money.html]

But after 1969, the Soviets dropped out of the race to the moon and, like a cancer, the land war in Asia began to devour the budget. The wind gradually came out of the sails of the space program; the Nielsen ratings for each moon landing began to fall. The last manned mission to the moon was Apollo 17, in 1972.

As Isaac Asimov once commented, we scored a touchdown, then took our football and went home.

After all is said and done about what went wrong, the bottom line is simple: money. It's about $10,000 to put a pound of anything into a near-earth orbit. (Imagine John Glenn, the first American to orbit the earth, made of solid gold, and you can appreciate the enormous cost of space travel.) It costs $500 to $700 million every time the shuttle flies. Billionaire space tourists have flown to the space station at a reputed price of $20 million per head. 

And to put a pound of anything on the moon costs about 10 times as much. (To reach Mars, imagine your body made of diamonds.) We are 50 years into the space age, and yet space travel is just as expensive as it always was.

We can debate endlessly over what went wrong; there is probably no one correct answer. But a few observations can be made.

The space shuttle, the workhorse of the space program, proved to be somewhat of a disappointment, with large cost overruns and long delays. It was bloated and probably did not need to have seven astronauts on board. (The Soviet copy of the space shuttle, a near-clone called the Buran, actually flew into outer space fully automated, without any astronauts whatsoever.) 

An alternative to the space shuttle was the original space plane of the Eisenhower era. It was to be small and compact, but provide easy access to space on a moment's notice, instead of the long months to prepare each shuttle launch. It was to take off and land like a plane, but soar into outer space like a rocket. President Ronald Reagan called one version of it the "Orient Express." (Ironically, now there will be a hiatus as the space shuttle is mothballed next year. Instead of fast and cheap access to space, for five years we will have no access to space at all. We'll have to beg the Europeans and Russians to piggy-back off their rockets.)

One of the primary missions of NASA should have been to drive down the cost of space travel. Instead of spending half a billion dollars on each shuttle mission, it should have diverted some of the funds to make research and development a primary focus. New materials, new fuels and innovative concepts, which would make space exploration less expensive, should have been prioritized. (Today, some of that entrepreneurial spirit still lives in the commercial sector, as it tries to nourish a fledgling space tourism industry.)

The space station costs upward of $100 billion, yet its critics call it a "station to nowhere." It has no clearly defined scientific purpose. Once, President George H.W. Bush's science adviser was asked about the benefits of doing experiments in weightlessness and microgravity. His response was, "Microgravity is of microimportance." Its supporters have justified the space station as a terminal for the space shuttle. But the space shuttle has been justified as a vehicle to reach the space station, which is a completely circular and illogical argument. 

Link Magnifier

New spending in the middle of the year balloons – and even trade-offs don’t prevent it from going against the deficit
Fox News 5/24 (Chad Pergram, 5/24/11, "Natural Disasters Could Challenge Campaign Spending Promises", http://politics.blogs.foxnews.com/2011/05/25/natural-disasters-could-challenge-campaign-spending-promises)

It often starts like this.

There's a series of natural disasters. Or 9-11. Or war. And Congress decides it needs to approve an additional spending bill to fund a critical area of the federal government in mid-year.

Lawmakers fillet the federal budget into 12 sections, each one receiving an annual spending measure.

But over the past 11 years, Congress has approved 16 extra spending bills, known as "supplementals," totaling nearly $1 trillion.

$20 billion just after September 11th. $79 billion in 2003 for the war in Iraq. $10.5 billion in 2005 to respond to Hurricane Katrina.

And in each case, some lawmakers make a compelling case for tacking on additional spending.

It's essential for the troops. The people of New Orleans are desperate.

And on Tuesday afternoon, the process started again.

Rep. Robert Aderholt (R-AL) chairs the House Homeland Security Appropriations Subcommittee. That panel controls the purse strings for the Federal Emergency Management Agency (FEMA). Twisters ravaged parts of Aderholt's district and other sections of Alabama just a few weeks ago.

Then came floods, up and down the Mississippi River. The federal government even blew up a major levee in Missouri to alleviate upstream flooding.

And then a monster tornado sacked Joplin, MO, Sunday night.

"It's going to be close," said Aderholt, when asked if FEMA had enough money to make it through September 30, the end of the government's fiscal year.

On Tuesday, the House Appropriations Committee "marked-up" or wrote the final version of a measure to fund Homeland Security programs and FEMA. No one has tallied the cost of the storms in Alabama. There's no price tag on the flooding. And it's way too early to ring up the damages in Missouri. But Aderholt and others wanted to make sure FEMA had enough money for now. So during the markup session, lawmakers from both sides of the aisle injected $1 billion into FEMA's budget. Aderholt and others believe that on top of the $1 billion, they'll also have to craft an entirely separate supplemental spending bill to pay for the natural disasters. And perhaps those yet to come.

"Hurricane season is just days away," warned Aderholt ominously.

Not a single lawmaker expressed reservation and the Appropriations Committee adopted Aderholt's request by voice vote.

There's a reason why no one objected.

This year, it's flooding and tornadoes in the South and Midwest. But come summertime, it could be hurricanes in Florida and North Carolina. Or earthquakes in California. Wildfires in the west.

Fiscal hawks are loathe to vote against such emergency measures. First, they want to help those in need. And second, they know their district or state could be next.

Now here's where it gets interesting.

In tight budget times, lawmakers are intent to find "pay-fors" to cover the additional costs of the natural disasters. In the case of the $1 billion for FEMA, the Appropriations Committee transferred unused funds from an Energy Department "green vehicle" program. Still, this money is not for NEXT fiscal year. It's for THIS fiscal year. The fiscal year for which Congress and President Obama just finished doing battle. The fiscal year where Republicans successfully pared $61 billion out of the budget.

An alternative interpretation, but inaccurate interpretation of Tuesday's $1 billion FEMA infusion means the budget deal dwindled to just $60 billion.

That's they way it would appear on a balance sheet if you're scoring at home. But if you're scoring in Congress, it doesn't work that way.

Congress considers FEMA's $1 billion as an emergency. By definition, all emergency money is "off-budget." It's real dollars and cents going out the door. But Congress doesn't count it against the bottom line.

It's kind of like a pitcher's Earned Run Average (ERA) in baseball. If a pitcher yields a run, it counts on the scoreboard. However, if someone committed an error that allowed that run to score, it's not marked against the pitcher's ERA. Regardless, the run crossed the plate and shows up on the scoreboard.

Spending is spending. And a budgetary gimmick like this is precisely what so incensed the electorate last fall.

Now there's a question of forging a supplemental spending bill once all of the disasters are paid for. Aderholt has talked about the need for an additional spending bill to cover FEMA. And he's not the only one.

"$1 billion isn't going to do it," conceded Rep. David Price (D-NC), the top Democrat on the House Homeland Security Appropriations Subcommittee. "We are going to need the administration to offer a supplemental request."

House Majority Leader Eric Cantor (R-VA) knows how sensitive this is.

"If there is support for a supplemental, it would be accompanied by support for having pay-fors to that supplemental," said Cantor on Monday.

Note that Cantor said "if there is support for a supplemental." Locating that support could be a problem.

Rep. Jo Ann Emerson (R-MO) is a senior member of the Appropriations Committee and represents the district right next to where the tornadoes hit Sunday. Emerson conceded it may be hard to court conservatives whose districts aren't experiencing a natural disaster.

"We can try and be responsible, but people need money," Emerson said. "While I think it's important we do everything to offset (the additional FEMA spending), I don't think we can find all that money."

When it's a challenge to cobble together votes for a supplemental spending bill, lawmakers often turn to a time-honored tradition on Capitol Hill. They begin to decorate the supplemental with all sorts of baubles and ornaments to attract the support of reluctant lawmakers. But times have changed in Washington. And most conservatives are unwilling to go that route.

"These bills become Christmas trees," said Rep. Steve Scalise (R-LA). "You end up having a bunch of items that having nothing to do with the bill."

Rep. Jeff Landry (R-LA) is a freshman who represents Cajun country and the mouth of the Mississippi River. Some of the most serious flooding has washed over parts of Landry's southern Louisiana district. Landry knows what's essential to recover from the floods.

New Spending Bad

New Spending destroys discipline
Hurt 2-14-11 [Robert Hurt, Virginia Congressman, “Charting A New Course Of Fiscal Discipline And Restraint,” February 14, 2011, http://virginiafifthwatchdog.com/2011/02/charting-a-new-course-of-fiscal-discipline-and-restraint/]
Unfortunately, the Administration’s initial suggestions to freeze spending at current levels, combined with its continued commitment to more failed stimulus-style spending, eludes the real kind of change that needs to take place in Washington.

With our national debt soaring past $14 trillion and our deficit reaching nearly $1.5 trillion, freezing spending at an artificially high and accelerated level is not enough.

And with unemployment continuing to remain at an unacceptable rate, the last thing we need is more government spending, more taxing, and more borrowing.

To truly turn our economy around, we need a renewed commitment to the kinds of policies that will inject a level of certainty into our economy that will give our job creators the confidence necessary to hire and expand once again.

Reining in government spending and returning to pre-stimulus, pre-bailout levels, reducing unnecessary regulations, and forcing our government to live within its means by passing a balanced budget amendment are all steps in the right direction.

The actions next week in the House will seek to continue to move our economy forward as we chart a new course of fiscal discipline and restraint.

For the first time in years, the House will debate cutting government spending rather than increasing it as we initiate the consideration of a budget proposal for the remaining seven months of this fiscal year.

This historic bill stands in direct contrast to last year’s Congress, which failed to propose or even pass a budget, allowing government spending to go unchecked and putting us on an unsustainable path that threatens the economic outlook of our country.

***INTERNAL LINKS

Econ IL – Responsibility key

Lack of discipline will destroy the US economy – not about deep cuts.  Quotes Princeton Economics Prof

LAURENTI  3 – 31 – 11 
Recovery Risks, http://www.mesirowfinancial.com/blog/economics/2011/03/31/alaurenti/recovery-risks/
Alan Blinder, a former vice chairman of the Federal Reserve and an economics professor at Princeton University, is a highly regarded economist, so it is always worth paying close attention to his ideas. In today’s op-ed in the Wall Street Journal, he suggests that, as far as the U.S. recovery is concerned, we have little to fear from the aftermath of the catastrophe in Japan, the European sovereign debt crisis or the run-up in oil prices. On the other hand, he warns about our budget situation, which carries a variety of risks including  1),  cutting too deeply into spending, too soon, or  2),  allowing global investors to lose confidence in U.S. debt because of the lack of fiscal discipline.
Continued spending insures economic collapse

ATR  5 – 16 – 11   Americans for Tax Reform

http://atr.org/seven-actions-obama-administration-instead-raising-a6149
   7. End the spending spree. If spending continues on its current trajectory, debt is expected to consume the entire economy in the next two decades. Congress must use the debt limit debate to refocus on the government’s overspending problem, and make meaningful institutional reforms to establish fiscal restraint in federal budgeting. These reforms should look at constitutional spending limits, reforming budget rules and federal bookkeeping and statutory spending caps.

Fiscal health key
MAULDIN  5 – 3 – 11 Millennium Wave Investments 

John Mauldin, Restoring Fiscal Sanity in the United States: A Way Forward, http://www.fxstreet.com/fundamental/analysis-reports/outside-the-box2/2011/05/03/
In summary, the truth is that the government has grown too big, promised too much and waited too long to restructure. Our fiscal clock is ticking and time is not working in our favor. The Moment of Truth is rapidly approaching. As it does, let us hope that our elected officials must keep the words of Theodore Roosevelt in mind: “In any moment of decision the best thing you can do is the right thing, the next best thing is the wrong thing, and the worst thing you can do is nothing.” And "We the People" must do our part by insisting on action and by making the price of doing nothing greater than the price of doing something We must insist that our legislators offer specific solutions to defuse our ticking debt bomb in a manner that is economically sensible, socially equitable, culturally acceptable, and politically feasible We need to recognize that improving our fiscal health, just like our physical health, will require some short-term pain for greater long-term gain. The same is true for state and local governments.

We'll soon know whether Washington policymakers are up to the challenge and whether they will start focusing more of doing their job than keeping their job. They need to focus first on their country rather than their party. And yes, the President and Congressional leaders from both political parties need to be at the table and everything must be on the table in order to achieve sustainable success. Let's hope they make the right choice this time!

Econ IL – key to economic leadership

Fiscal Discipline key to US economic leadership
CENTER FOR AMERICAN PROGRESS  5 – 23 – 11 

[How We Would Cut America's Debt, By Joseph Antos, Andrew G. Biggs, Alex Brill, Alan D. Viard http://www.aei.org/article/103642]
Americans face a monumental challenge: How can we restore fiscal sanity while respecting American values? Our answer is to balance the budget and invest in our middle class, which is key to a vibrant economy and American competitiveness in the 21st century.

Our plan is fair and focused, effective and efficient. We achieve primary balance by 2015 and a fully balanced budget by 2030. To get there, we focus on reducing health-care costs for everyone, not just those in Medicare and Medicaid. Costs are contained through the extension of best practices in health management and health provision, making the system more efficient while improving care. We also include a fail-safe to guarantee that savings in health spending are achieved.

We rebuild our middle class by investing in education, science, energy, infrastructure and essential public services while cutting unnecessary spending and outdated tax entitlements. We strengthen Social Security while ensuring its solvency, without raising the retirement age. We address the realities of our modern national security challenges by creating a unified security budget that includes the Pentagon, homeland security and diplomacy, and then capping national security spending at peak Cold War levels. We overhaul the tax code --getting rid of dozens of special interest subsidies such as those to the oil and gas industry --to make it simpler, fairer and more efficient, and we do so without handing the bill to the middle class.

The center's plan restores fiscal discipline, cutting our debt burden by nearly half, while building a prosperous American economy so that we will remain the most innovative and imaginative country on Earth. 

Investors Key

Investors key to the economy and dollar heg

Lewis 5 – 3 - 11 (Katherine, writer for the fiscal times, “National Debt: Budget Turmoil Slams Treasurys”, http://www.thefiscaltimes.com/Articles/2011/05/03/National-Debt-Budget-Turmoil-Slams-Treasuries.aspx?p=1)

If global investors start to shun U.S. debt as a safe haven — and the dollar as the world’s reserve currency — the federal government will face difficulty continuing to fund operations with trillions of dollars in debt. Rising interest rates would also cause borrowing costs to skyrocket and adversely impact other portions of the federal budget. During the fourth quarter of 2010, U.S. households, the financial sector and foreign investors purchased Treasury securities worth nearly $300 billion less than the average purchases of the previous three quarters, according to an analysis of Federal Reserve data by Société Generale. China, the single biggest Treasury investor with just under 26 percent of U.S. debt, is shifting some of its Treasury investment to commodities and capital investment outside the U.S. In January, China reduced its portfolio by $5.4 billion to $1.15 trillion, according to data released by the Treasury Department.

Investor Confidence critical to economic health

Bohn 10 University of California Santa Barbara 
(Bohn, Henning, “The Economic Consequences of Rising U.S. Government Debt: Privileges at Risk” Departmental Working Papers, Department of Economics, UCSB, UC Santa Barbara http://escholarship.org/uc/item/7kz6v3zs)

The rapidly growing federal government debt has become a concern for policy makers and the public. Yet the U.S. government has seemingly unbounded access to credit at low interest rates. Historically, Treasury yields have been below the growth rate of the economy. The paper examines the ramifications of debt financing at low interest rates. Given the short maturity of U.S. public debt – over $2.5 trillion maturing in 2010 – investor expectations are critical. Excessive debts justify reasonable doubts about solvency and monetary stability and thus undermine a financing strategy built on the perception that U.S. debt is safe. The rapidly growing U.S. government debt has become a concern for policy makers and the public. The ratio of U.S. public debt to GDP has increased from 36.2% in 2007 to 53.0% in 2009. Under current policies, the debt-GDP ratio is likely to reach 70% by 2011 and 90% by 2020.1 What are the consequences of this rising U.S. government debt? The paper will argue that a proper analysis of U.S. debt must account for the U.S. government’s ability to issue debt at interest rates that are on average below the growth rate of the U.S. economy. Evidence suggests that the low interest rates are largely due to perceptions of safety, with a secondary role for liquidity effects. Given the short maturity of U.S. public debt – over $2.5 trillion maturing in 2010 – investor expectations are critical. To refinance its debt, the government must ensure that bond buyers remain firmly convinced of the government’s solvency. Excessive debts justify reasonable doubts about solvency and about inflation. Hence they undermine a financial strategy built on a perception of safety.

Investors look to discipline

Investors look at America’s fiscal discipline before investing

Reuters 10 (3/16 Glenn Somerville analyst for Reutures “UPDATE 1-U.S. debt at no risk of downgrade-Geithner http://www.reuters.com/article/2010/03/16/usa-budget-rating-idUSN1622536020100316)
"What people who look at our country -- credit rating agencies, investors, Americans, what they look at is whether we have the political will to restore gravity to our fiscal position," Geithner said in response to questions at a U.S. House of Representatives Appropriations Committee hearing. Geithner said measures proposed by the Obama administration will "dramatically" lower deficits over the next four to five years as a percentage of total economic output and said Congress should help in controlling spending.

US econ key to the Global econ

A U.S. economic collapse will destroy the global economy 

Mead  04 , Senior Fellow at the Council on Foreign Relations (Walter Russell, Foreign Policy, 

April 1, pg. Lexis) 

Similarly, in the last 60 years, as foreigners have acquired a greater value in the United States--government and private bonds, direct and portfolio private investments--more and more of them have acquired an interest in maintaining the strength of the U.S.-led system. A collapse of the U.S. economy and the ruin of the dollar would do more than dent the prosperity of the United States. Without their best customer, countries including China and Japan would fall into depressions. The financial strength of every country would be severely shaken should the United States collapse. Under those circumstances, debt becomes a strength, not a weakness, and other countries fear to break with the United States because they need its market and own its securities. Of course, pressed too far, a large national debt can turn from a source of strength to a crippling liability, and the United States must continue to justify other countries' faith by maintaining its long-term record of meeting its financial obligations. But, like Samson in the temple of the Philistines, a collapsing U.S. economy would inflict enormous, unacceptable damage on the rest of the world. That is sticky power with a vengeance. THE SUM OF ALL POWERS? The United States' global economic might is therefore not simply, to use Nye's formulations, hard power that compels others or soft power that attracts the rest of the world. Certainly, the U.S. economic system provides the United States with the prosperity needed to underwrite its security strategy, but it also encourages other countries to accept U.S. leadership. U.S. economic might is sticky power.

Tradeoff IL

Spending on NASA trades off – keeps basic funding from other programs
YOST  10   Staff Columnist for The Tech – MIT Paper

[Keith Yost, Volume 130 >> Issue 18 : Friday, April 9, 2010, Opinion: Should we cut NASA funding?, Point: Spaceman, go home. The U.S. should reduce spending on space exploration.]

With apologies to Dwight Eisenhower, the cost of one modern space shuttle is this: one and a half million lives lost for wont of anti-malarial bed nets. It is electricity to power a U.S. city of two million people for a year. It is nine-hundred billion gallons of fresh drinking water produced by desalination. We pay for a single shuttle launch with fifty million bushels of wheat. We house a handful of men in space with a year’s worth of housing for more than ten million U.S. citizens. NASA is not just spending money. It is spending the sweat of our laborers, the genius of our scientists, the hopes of our children.

This is not a way of life at all, in any true sense. Under the clouds of this space-industrial complex, it is humanity hanging from a cross of iron.

Proponents claim that on its route to the stars, NASA has completed research that has benefited the rest of mankind. It is true, NASA research has led to many discoveries: Besides its many advances in satellites and computing, NASA can also claim credit for a host of more mundane things — quartz timing crystals, bar-code scanners, smoke detectors, cordless screwdrivers, and velcro. But let us not deceive ourselves into thinking that all of NASA’s budget can be recompensed by the occasional spin-offs from its R&D program. Let us not buy into the delusion that all of the low-hanging fruit that NASA has picked over the years would have gone undiscovered forever, or that we would never have achieved satellites without luxuries such as the Apollo missions. Not only is it the case that research is a small component of NASA’s activities, but it should also be self-evident that had NASA’s budget been applied directly to the betterment of humanity, the direct gains of that spending would have outweighed the tangential gains from the occasional cross-utilization of space technology here on earth.

Think about it this way: MIT, from a mixture of tuition, government funding, and endowment payouts, spends $2.5 billion to keep itself running. NASA costs more than $17 billion. Over the past four decades, instead of NASA, we could have had at least six additional MIT’s. Consider all of the research that our single MIT has produced during that period, all of the students taught and leadership provided. For all the gains that NASA has made, its opportunity costs are far greater.

Something does not need to be a 100 percent complete and total waste in order to call it wasteful. Even the most hard-hearted of critics must admit that the organization has chalked up many victories in the fight to improve the world. But humanity deserves more than just the scraps of NASA’s occasional research. Humanity deserves better than the continuation of an ill-advised space race with a geopolitical enemy that disappeared nearly two decades ago. Humanity deserves our full and undivided attention — no more playing golf on the moon or entertaining fanciful notions of putting men on Mars. Feeding and clothing people might not be as sexy as space exploration, but in the broader picture it is a just and nobler goal.

Mr. Levinger argues that NASA is small potatoes, a mere drop in the bucket compared to, say, spending on the military. But just because NASA is a small waste, or a waste among many, does not mean it isn’t waste, or that it should be ignored.

Nothing should be given a free pass. For every dollar spent, we should consider the human cost. That sounds melodramatic, but it is hard not to sound melodramatic when a billion people live on less than a dollar per day. When you have to make choices between food, water, and shelter, considering the human cost of a dollar isn’t melodramatic — it’s routine. Mr. Levinger may not see a direct connection between our society spending resources in one area, and going without in another, but to those who understand the functioning of the free market, the connection is clear. An engineer who works for NASA developing zero-g fluid pumps is not an engineer developing water pumps for rural Africa. A tax dollar taken to purchase a bolt is a dollar not given through charity to buy food for a hungry child. The slightest of upticks in the price of aluminum for a shuttle wing shifts millions of dollars of investment across the world. The fungibility is not perfect, and Mr. Levinger is right to point this out. But a NASA dollar does not come directly out of the world’s budget for candy and cosmetics either.

The more poetic among us say that NASA has given millions hope, that it is a symbol of the ingenuity and ambition of the human race. Mr. Levinger himself thinks of it as “heroic.” I disagree. Why should it be the case that investing in space travel is more inspiring than spending that money on the poorest of our fellow man? Doesn’t such an obsession with space imply not that we are an ambitious race, but instead that we doubt the goodness of human nature? Doesn’t it suggest that we are so convinced of our inevitable self-destruction that we would rather fling ourselves into the hostile unknown than risk submitting ourselves to the cruelties of our fellow man?

Where others see an adventurer’s spirit, I see existential worry and cowardly desperation. Every thruster that is made, every spaceship launched, every rocket fired signifies, in the final sense, a theft from those who hunger and are not fed, those who are cold and are not clothed. Rather than gambling on the stars, why not inspire our children by investing in ourselves, by committing to the belief that human life on Earth is sustainable, by devoting new resources to overcome the problems that we face?

A2 Need Cuts

Cuts aren’t necessary – just need to change course
IRONS  5 - 23 -11  research & policy director – economic policy institute

[John Irons, How We Would Cut America's Debt, By Joseph Antos, Andrew G. Biggs, Alex Brill, Alan D. Viard http://www.aei.org/article/103642]

Recognizing that our nation faces an ongoing economic crisis, with unemployment near 9 percent and widespread economic insecurity, we believe a comprehensive approach to America's future must focus on immediate job creation while achieving a sustainable debt path. Economists know that public investment in human and physical capital promotes long-run economic growth.

Our budget proposal finances front-loaded but sustained investments to create badly needed jobs in the near term while also pursuing a stronger economic future. Over the next decade, we would add $2.5 trillion worth of public investments in high-return areas that promote economic growth and prosperity, including education, infrastructure and basic research. We set aside about $100 billion over 10 years to fund health investment technology improvements and effectiveness research to help lower health-care costs and improve outcomes. These increases would start immediately with a $450 billion booster shot for the economy over the next two years. These kinds of investments will create jobs now across the economy, while yielding high returns for years.
Fiscal responsibility does not require immediate spending cuts or an abandonment of efforts to strengthen the recovery. In fact, a weak economy remains the biggest threat to the fiscal health of the country.

***IMPACTS

Mpx – Structural Violence

Fiscal problems hit the poor first
MESSMORE  5 – 23 – 11  the William E. Simon fellow in Religion and a Free Society at The Heritage Foundation
 Ryan Messmore, Moral Principles and the Budget Debate, http://blog.heritage.org/2011/05/23/moral-principles-and-the-budget-debate/
For example, Ryan noted that if the U.S. government continues to drive up the deficit through reckless spending, “the weakest will be hit three times over: by rising costs, by drastic cuts to programs they rely on, and by the collapse of individual support for charities that help the hungry, the homeless, the sick, refugees and others in need.” The failure of many European nations to address their financial crises has led to “drastic cuts in benefits to the retired, the sick, the poor, and millions of public employees.”

***AFFIRMATIVE

Economy Bad Now

Recovery is out of steam – manufacturing down, job growth down, energy prices high, and housing market still crashing
AP 6/1 [AP, “Growth weak in Manufacturing, Jobs, building,” http://www.usatoday.com/money/economy/2011-06-01-ism-adp-construction-spending_n.htm. 6/1/2011. ]
Economic reports out Wednesday offered little solace for fears that the U.S. economy is slowing. •Manufacturing activity expanded in May at the slowest pace in 20 months, the latest sign that the sharp rise in energy prices is hampering economic growth.

The Institute for Supply Management, a trade group of purchasing executives, said that its index of manufacturing activity fell to 53.5 in May from 60.4 in April. While that marked the 22nd straight month of growth, the decline was the biggest since 1984. Any reading above 50 indicates growth. The manufacturing index had topped 60 for the first four months of the year. Manufacturers had increased production to meet overseas demand for computers and other long-lasting equipment. Although manufacturers in most industries reported growth in May, all said they felt squeezed by the rising costs of fuel, chemicals, metals and other inputs. High prices for oil and other commodities have also dampened consumer spending, which has led to less demand for factory goods. The survey showed a sharp decrease in demand for manufactured goods both in the U.S. and abroad. Indexes for new orders, production and order backlogs showed the steepest declines. New orders and order backlogs were at 51.0 and 50.5, respectively, suggesting that they are barely growing. Three industries contracted: printing; furniture; and food, beverage and tobacco. All three are closely linked to spending by consumers. And an index of manufacturers' inventories swung from growth to contraction. That suggests manufacturers are replenishing their stockpiles at slower paces after selling off excess goods that they produced during periods of stronger demand. The survey also found that the overall economy grew for the 24th straight month. The ISM, a trade group of purchasing executives based in Tempe, Ariz., compiles its manufacturing index by surveying about 300 purchasing executives across the country. In other reports: •Private employers added just 38,000 jobs in May, down from 177,000 in April, according to payroll processor ADP. Economists had been expecting growth of 180,000 jobs, according to FactSet. The figures reinforced fears that the U.S. economic recovery is quickly running out of steam and that Friday's official government data may come in lower than anticipated. Before the ADP figures, the consensus in the markets was that Friday's government data will show that around 200,000 jobs were added during May, slightly down on April's 244,000 increase. "This is a very weak result, and puts substantial downside risk to Friday's non-farm figure," said Jennifer Lee, an economist at BMO Capital Markets. •Builders began work on more home-remodeling projects in April. But the increase barely lifted construction spending above its lowest level in more than a decade, a sign that the troubled industry remains too weak to help the economy. The Commerce Department said construction spending rose 0.4% in April. The strength came from a big jump in spending on home improvement projects. That helped offset declines in single-family and multi-family construction. The overall increase followed a tiny 0.1% rise in March and pushed construction spending to a seasonally adjusted annual rate of $765 billion. That was up just 0.5% from an 11-year low of $761 billion hit in February.
Recovery is hopeless – jobs, global growth down, manufacturing momentum 

MarketWatch 6/1 [Rex Nutting, MarketWatch, “Will the Economic Slump Last?” Wall Street Journal. June 1, 2011. http://www.marketwatch.com/story/will-the-economic-slump-last-2011-06-01?link=MW_latest_news. ]
Most of the economic data released in the past month have been disappointing, to say the least.

The latest reading on the labor market from payroll provider ADP shows job growth weakening as the summer approaches, with just 38,000 private-sector jobs created in May. If you recall that government employment is declining by almost that much every month, the ADP report implies only a very small increase in total employment. Read our full story on the 38,000 increase in the ADP employment report. This is no way to get the unemployment rate down from 9%. The economy has been buffeted by both natural and man-made forces. Extremely bad weather earlier in the year depressed activity, as did the surge in commodity prices, especially for energy and food. Then the Japanese earthquake and tsunami knocked out vital supply chains. Global economic growth, which had given a big boost to U.S. exporters, is slowing. Europe is dead in the water, so is Japan. The fast-growing developing nations such as China, India and Brazil are downshifting to avoid overheating. The strongest sector of the U.S. economy — manufacturing — is still growing, but the momentum is fading. The Institute for Supply Management’s closely watched diffusion index plunged by 6.9 points to 53.5% in May, the largest one-month decline since 1984. 

Economy is declining – unemployment, dollar down, stock losses, housing 

Reuters 6/1 [“Economic Reports for May Show an Entrenched Slowdown,” New York Times. June 1, 2011. http://www.nytimes.com/2011/06/02/business/economy/02econ.html?_r=1]

The nation’s private companies hired far fewer workers than expected in May and output in the manufacturing sector slowed to its lowest level since 2009, according to new reports, raising concerns that the recovery was running out of steam. Economists cut their forecasts for Friday’s closely watched United States payrolls report after private-sector job growth tumbled to just 38,000, its lowest level in eight months. Losses in stocks and the value of the dollar accelerated after the Institute for Supply Management said its index of national factory activity fell to 53.5 in May from 60.4 the month before. The reading missed economists’ expectations for 57.7. New orders, a barometer of demand ahead, fell to 51.0 from 61.7 in April, the lowest since June 2009. “One has to wonder whether the U.S. recovery is starting to stumble,” said Greg Salvaggio, vice president for trading at Tempus Consulting in Washington. “It draws a big bull’s-eye on Friday’s payrolls report.” The ADP Employment Services report on private sector hiring and the Institute for Supply Management’s data were the latest signals that economic growth remained sluggish in the second quarter after hitting a soft patch in the first months of the year. Data last month showed the economy grew at a 1.8 percent annual rate in the first quarter, softer than analysts had anticipated. “This only adds fuel to the argument that the slowdown story is here in the U.S.,” said Tom Porcelli, chief United States economist at RBC Capital Markets in New York. “This is exactly what we do not want when other significant data shows things are slowing down as well.” The ADP report showed private employers added 38,000 jobs last month, falling from a downwardly revised 177,000 in April and well short of expectations for 175,000. It was the lowest level since September 2010. Credit Suisse lowered its estimate for Friday’s employment number to 120,000 from its previous forecast of 185,000 and its private payroll estimate to 135,000 from 200,000. ADP’s number has been weaker than the government’s private payrolls figure for 12 of the last 14 months, making Friday’s government numbers likely to come in above ADP’s report, Credit Suisse said. The Labor Department report is expected to show a rise in overall nonfarm payrolls of 180,000 in May, slowing down from a gain of 244,000 the month before, according a Reuters poll. Private payrolls are expected to come in at 205,000. The ADP report is jointly developed with Macroeconomic Advisers, whose chairman said he expected Friday’s figure to disappoint. Stocks extended losses after the I.S.M. survey with the Dow Jones industrial average down nearly 1 percent. The dollar hit a new low against the Swiss franc. The yield on benchmark 10-year Treasury debt slipped to its lowest level since early December. A separate report showed the number of planned layoffs at American firms rose modestly in May with the government and nonprofit sectors making up a large portion of the cuts. Employers announced 37,135 planned job cuts last month, up 1.8 percent from 36,490 in April, according to a report from the consultants Challenger, Gray & Christmas. The housing market, meanwhile, continued to struggle as a report from an industry group showed applications for home mortgages fell last week, pulled lower by a decline in refinancing demand. The Mortgage Bankers Association said its seasonally adjusted index of mortgage application activity, which includes both refinancing and home purchase demand, fell 4 percent in the week ended May 27.

New Spending Coming

Won’t stop spending now
SATTERFIELD  4 – 28 – 11 

Terry Satterfield,  Politicians can't cut spending, http://www.marionstar.com/article/BF/20110428/OPINION02/104280348/Politicians-can-t-cut-spending?odyssey=nav|head
 In the 18th century, as democratic ideals were taking hold both on this content and in Europe, it was observed that a democracy can exist only until its citizens discover that they can vote themselves access to the public treasury. While we don't know for certain who originally made this observation, he or she might have added a parallel: When politicians discover that they can buy votes through uncontrolled spending, economic collapse is assured.

Recently, we were told that Congress and the president had agreed to "the largest spending cut in American history." The reality, however, is that the agreement did very little. As reported by several financial news sources, a large portion of what is being called "cuts" was merely creative budget manipulation. (For example, unspent money from the 2010 census was included as a "cut" even though, given that the 2010 census is now complete, that money would not have been spent anyway.)

David Wyss, chief economist at Standard & Poor's in New York, stated that the "cuts" amount to "no more than a rounding error in this year's deficit." David Stockham, Director of the Office of Management and Budget during the Reagan administration, after observing this latest round of political shenanigans, referred to Congressional committees responsible for budget appropriations as "cesspools of deceit."

Yet, as we head toward 2012, we will be inundated with political ads proclaiming a new era of fiscal responsibility. Republicans will tell us that they engineered this "largest spending cut," and democrats, of course, will claim to have a master plan that will both cut spending and increase government's ability to meet our every need. In short, we will be lied to by both sides.

The reality is far too frightening for any career politician to acknowledge. Our nation borrows $6 billion per day. In 2010, government spending on entitlement programs alone exceeded total tax revenue. Today, one in six Americans receives money directly from the treasury. Every conceivable want and need of the masses is assumed to be government's responsibility. And, in the pursuit of votes, politicians have been only too willing to take it all on.

Of course, we can't place the blame entirely on Congress. Polls consistently show that while Americans are for "spending cuts" generally, they are unwilling to target specific programs. So even while we recognize that our government is out of control, we are unwilling to curtail our own access to its treasury.

The president, of course, espouses increased taxes as the answer to our problems. Unfortunately, Congress has proven over and over that it cannot control itself when presented with increased tax revenue. A widely publicized study completed by economists at Ohio University showed that, since the 1940s, for every dollar Washington received due to a tax increase, it increased spending by $1.24. Make no mistake; this Congress -- Democrats and Republicans alike -- will do exactly the same with any new tax revenue.

Career politicians cannot and will not curtail spending. Funding government programs is the means by which they buy votes in order to remain in power. Next year, as political ads showing everything from hungry children to needy seniors flow across our TV screens, it won't take a PR genius to recognize that proposing specific, meaningful cuts is simply not an option. So, we must endure another round of oxymoronic campaign speeches ("I want to reign in the deficit and increase funding for education!") and nonsensical attacks ("My opponent doesn't care about the deficit and she cut programs for our senior citizens!").

Lots of slush fund spending set aside & planned
CNN  5 – 28 – 11 CNN Senior Congressional Correspondent Dana Bash contributed to this report. 

http://www.cnn.com/2011/POLITICS/05/28/mysterious.fund/index.html
 The defense bill that just passed the House of Representatives includes a back-door fund that lets individual members of Congress funnel millions of dollars into projects of their choosing.

This is happening despite a congressional ban on earmarks -- special, discretionary spending that has funded Congress' pet projects back home in years past, but now has fallen out of favor among budget-conscious deficit hawks.

Under the cloak of a mysteriously-named "Mission Force Enhancement Transfer Fund," Congress has been squirreling away money -- like $9 million for "future undersea capabilities development," $19 million for "Navy ship preliminary design and feasibility studies," and more than $30 million for a "corrosion prevention program."

So in a year dominated by demands for spending cuts, where did all the money come from?

Politics: Loophole for earmarks?

Roughly $1 billion was quietly transferred from projects listed in the president's defense budget and placed into the "transfer fund." This fund, which wasn't in previous year's defense budgets (when earmarks were permitted), served as a piggy bank from which committee members were able to take money to cover the cost of programs introduced by their amendments.

And take they did.

More than $600 million went to a wide number of projects, many of which appear to directly benefit some congressional districts over others.

No Budget Deal Now
No compromise on debt reduction

POLITICO  5 – 16 – 11 
Death, taxes ... and deficit, http://www.seattlepi.com/default/article/Death-taxes-and-deficit-1380993.php
 Extreme partisanship has made it doubtful whether Congress will have the courage to forge a comprehensive, multiyear debt reduction plan. Postponing it, however, would be bad news for the country. Both parties should move toward achieving fundamental fiscal reform this year.

Here are some lessons we learned from our recent experience chairing the president's fiscal commission, which achieved supermajority support, and the Bipartisan Policy Center's Debt Reduction Task Force, which achieved consensus.

No budget deal – disagree on core issues.

CITIZEN TIMES  4 – 30 – 11  
 Editorial: Tie Congress down on spending, http://www.citizen-times.com/article/A4/20110501/OPINION/105010396/Editorial-Tie-Congress-down-spending?odyssey=nav|head
 The politicians in Washington need a game-changer when it comes to the bloated federal budget.

The current budget deficit is $1.4 trillion, adding to the cumulative federal debt so rapidly that interest payments could soon chew up so much of the budget that little would be left over for investments in education, science and infrastructure, or for the care of millions of baby boomers starting to enter the already beleaguered Medicare system.

Bitter partisanship seems to prevent the kinds of deals that Congress and the president used to be able to work out when numbers were the issue, and splitting the difference the natural way out.

There is no shortage of ideas for reducing spending and increasing revenues. Four detailed plans have been floated in the past five months, two by bipartisan commissions, one by House Republicans led by Rep. Paul Ryan, and one from President Obama in response to Ryan. Another set of proposals from the bipartisan "Gang of Six" senators is expected soon.

But Democrats' reluctance to meddle with the big entitlement programs, and Republican aversion to anything that looks like a tax increase, among other differences, make a deal unlikely.

Nasa Spending Minimal

NASA funding is miniscule  

LEVINGER  4 – 9 – 10   STAFF COLUMNIST for Tech, the MIT magazine

Josh Levinger, Opinion: Should we cut NASA funding?, Counterpoint: Funding a new mission for NASA is funding our future, Volume 130 >> Issue 18 : Friday, April 9, 2010

Before taking the rockets versus food trade-off too seriously, let’s look at some numbers objectively. The NASA budget is projected to be $18 billion in 2010, half of one percent of the federal budget. To be sure, this is not pocket change. A billion here, a billion there, and soon enough you’re talking about real money. But it is not outsized in comparison to other truly wasteful uses of your tax dollars. Here are but a few egregious examples: $8 billion for missile defense, $16 billion for nuclear weapons, $5 billion for foreign militaries, $12 billion for spy satellites, and $9 billion to reconstruct Iraq that has literally gone missing. You don’t have to look hard to find many more examples. These are the parts of the military-industrial complex that President Eisenhower was referring to when he made the famous quote that Mr. Yost repurposed for his stirring conclusion. Even if you consider the space program to be a waste, it’s so far from our federal budget’s biggest line item that a little cost-benefit analysis quickly leads you to more fertile ground.

Economy Wars Don’t escalate

Economic Wars don’t escalate
BENNETT & NORDSTROM  02    Department of Political Science Professors at Penn State

[D. Scott and Timonthy, “Foreign Policy Substitutability and Internal Economic Problems in Enduring Rivalries,” Journal of Conflict Resolution, February.  P. 33-61]

When engaging in diversionary actions in response to economic problems, leaders will be most interested in a cheap, quick victory that gives them the benefit of a rally effect without suffering the long-term costs (in both economic and popularity terms) of an extended confrontation or war. This makes weak states particularly inviting targets for diversionary action since they may be less likely to respond than strong states and because any response they make will be less costly to the initiator. Following Blainey (1973),a state facing poor economic conditions may in fact be the target of an attack rather than the initiator. This may be even more likely in the context of a rivalry because rival states are likely to be looking for any advantage over their rivais. Leaders may hope to catch an economically challenged rival looking inward in response to a slowing economy. Following the strategic application of diversionary conflict theory and states' desire to engage in only cheap conflicts for diversionary purposes, states should avoid conflict initiation against target states experiencing economic problems.

