***MONETARY POLICY***

1NC - Monetary Policy Counterplan

Text – the United States Federal Reserve should adopt a policy of Forward Guidance that recognizes an inflation target that exceeds 2% in times of high unemployment and increases large scale asset purchases. 

Aggressive Federal Reserve monetary policy can stimulate the economy – Forward Guidance and Purchasing Assets push down interest rates and stimulate demand – empirical evidence proves

Yellen, 12 - Vice Chair of the Federal Reserve [Janet, 6/6/12, “Perspectives on Monetary Policy”, Acessed 6/21/12, http://www.federalreserve.gov/newsevents/speech/yellen20120606a.htm]
The Conduct of Policy with Unconventional Tools Now turning to monetary policy, I will begin by discussing the FOMC's reliance on unconventional tools to address the disappointing pace of recovery. I will then elaborate my rationale for supporting a highly accommodative policy stance. As you know, since late 2008, the FOMC's standard policy tool, the target federal funds rate, has been maintained at the zero lower bound. To provide further accommodation, we have employed two unconventional tools to support the recovery--extended forward guidance about the future path of the federal funds rate, and large-scale asset purchases and other balance sheet actions that have greatly increased the size and duration of the Federal Reserve's portfolio. These two tools have become increasingly important because the recovery from the recession has turned out to be persistently slower than either the FOMC or private forecasters anticipated. Figure 6 illustrates the magnitude of the disappointment by comparing Blue Chip forecasts for real GDP growth made two years ago with ones made earlier this year. As shown by the dashed blue line, private forecasters in early 2010 anticipated that real GDP would expand at an average annual rate of just over 3 percent from 2010 through 2014. However, actual growth in 2011 and early 2012 has turned out to be much weaker than expected, and, as indicated by the dotted red line, private forecasters now anticipate only a modest acceleration in real activity over the next few years. In response to the evolving outlook, the FOMC has progressively added policy accommodation using both of its unconventional tools. For example, since the federal funds rate target was brought down to a range of 0 to 1/4 percent in December 2008, the FOMC has gradually adjusted its forward guidance about the anticipated future path of the federal funds rate. In each meeting statement from March 2009 through June 2011, the Committee indicated its expectation that economic conditions "are likely to warrant exceptionally low levels of the federal funds rate for an extended period."8 At the August 2011 meeting, the Committee decided to provide more specific information about the likely time horizon by substituting the phrase "at least through mid-2013" for the phrase "for an extended period"; at the January 2012 meeting, this horizon was extended to "at least through late 2014."9 Has this guidance worked? Figure 7 illustrates how dramatically forecasters' expectations of future short-term interest rates have changed. As the dashed blue line indicates, the Blue Chip consensus forecast made in early 2010 anticipated that the Treasury-bill rate would now stand at close to 3-1/2 percent; today, in contrast, private forecasters expect short-term interest rates to remain very low in 2014. Of course, much of this revision in interest rate projections would likely have occurred in the absence of explicit forward guidance; given the deterioration in projections of real activity due to the unanticipated persistence of headwinds, and the continued subdued outlook for inflation, forecasters would naturally have anticipated a greater need for the FOMC to provide continued monetary accommodation. However, I believe the changes over time in the language of the FOMC statement, coupled with information provided by Chairman Bernanke and others in speeches and congressional testimony, helped the public understand better the Committee's likely policy response given the slower-than-expected economic recovery. As a result, forecasters and market participants appear to have marked down their expectations for future short-term interest rates by more than they otherwise would have, thereby putting additional downward pressure on long-term interest rates, improving broader financial conditions, and lending support to aggregate demand. The FOMC has also provided further monetary accommodation over time by altering the size and composition of the Federal Reserve's securities holdings, shown in figure 8. The expansion in the volume of securities held by the Federal Reserve is shown in the left panel of the figure. During 2009 and early 2010, the Federal Reserve purchased about $1.4 trillion in agency mortgage-backed securities and agency debt securities and about $300 billion in longer-term Treasury securities. In November 2010, the Committee initiated an additional $600 billion in purchases of longer-term Treasury securities, which were completed at the end of June of last year. Last September, the FOMC decided to implement the "Maturity Extension Program," which affected the maturity composition of our Treasury holdings as shown in the right panel. Through this program, the FOMC is extending the average maturity of its securities holdings by selling $400 billion of Treasury securities with remaining maturities of 3 years or less and purchasing an equivalent amount of Treasury securities with remaining maturities of 6 to 30 years. These transactions are currently scheduled to be completed at the end of this month. Research by Federal Reserve staff and others suggests that our balance sheet operations have had substantial effects on longer-term Treasury yields, principally by reducing term premiums on longer-dated Treasury securities.10 Figure 9 provides an estimate, based on Federal Reserve Board staff calculations, of the cumulative reduction of the term premium on 10-year Treasury securities from the three balance sheet programs. These results suggest that our portfolio actions are currently keeping 10-year Treasury yields roughly 60 basis points lower than they otherwise would be.11 Other evidence suggests that this downward pressure has had favorable spillover effects on other financial markets, leading to lower long-term borrowing costs for households and firms, higher equity valuations, and other improvements in financial conditions that in turn have supported consumption, investment, and net exports. Because the term premium effect depends on both the Federal Reserve's current and expected future asset holdings, most of this effect--without further actions--will likely wane over the next few years as the effect depends less and less on the current elevated level of the balance sheet and increasingly on the level of holdings during and after the normalization of our portfolio.12 

--Ext. Monetary Policy Solvency

Explicit forward guidance helps the economy – it increases confidence through transparency and reducing fears of inflation

Knapp 2012  [Emily - writer for Wall St. Cheat Sheet, “ Fed Nears Adopting Inflation Target as Bernanke Pushes for Transparency,” January 06, http://wallstcheatsheet.com/economy/fed-nears-adopting-inflation-target-as-bernanke-pushes-for-transparency.html/, accessed 6-23-2012)

Federal Reserve officials are near an agreement on adopting an inflation target, marking another step in opening the central bank’s policy process to public view as part of Chairman Ben Bernanke’s push for greater accountability and effectiveness. Hot Feature: New Data Shows Euro Zone on Brink of Recession In order to increase transparency, Bernanke has introduced regular press conferences, and will publish the central bank’s own forecasts for the benchmark lending rate later this month. Setting an inflation target is just one half of the Fed’s dual mandate from Congress, the other being to define full employment. Proponents of adopting an inflation target point out that monetary policy directly effects prices. However, the rate of maximum employment the economy can sustain before wages and prices rise depends upon other variables, such as the infusion of technology into the economy, which boosts productivity. Columbia University economist Frederic Mishkin said estimates for full employment could, by today’s standards, range from a jobless rate of 4.5 percent to 7 percent. The Labor Department reported on Friday that the national unemployment rate dropped to 8.5 percent in December. As a professor at Princeton University, Bernanke was a leading advocate of inflation targeting, co-authoring the book “Inflation Targeting: Lessons from the International Experience” with Mishkin, Bank of England Monetary Policy Committee member Adam Posen, and economist Thomas Laubach. At his nomination hearing in November 2005, Bernanke said a numeric inflation goal would be a step “toward greater transparency.” Bernanke created a subcommittee headed by the Fed Board Vice Chairman Janet Yellen to look at ways to improve Fed communications. Inflation will likely be expressed in terms of changes to the personal consumption expenditures price index, said James Bullard, president of the Federal Reserve Bank of St. Louis. The index rose 2.5 percent in the 12 months ended in November — above the Fed’s longer-run forecast of 1.7 percent to 2 percent. The Fed may also decide simply to describe a specific level of inflation that would help it achieve its mandate of full employment rather that establish a specific target. Mark Gertler, a New York University economist and research co-author with Bernanke, said a numeric inflation target would serve as both a tactical and transparency tool for the committee. He believes policymakers should communicate under what inflation conditions they would start to withdraw their record stimulus. The Fed has kept its key interest rate near zero since December 2008, and last month pledged to keep it there through mid-2013. “One thing that’s probably worth clarifying is whether the Fed treats the target symmetrically, whether they view 2.5 percent inflation as worse than 1.5 percent inflation,” said Gertler. “As inflation gets to 2 percent, is the Fed going to aggressively tighten? As long as output is low, will they let it creep up?” While Fed Bank of Chicago President Charles Evans has advocated keeping interest rates low until either unemployment falls below 7 percent or the medium-term inflation outlook rises above 3 percent, Fed Bank of Philadelphia President Charles Plosser has pushed for an inflation objective of 2 percent. Bernanke is hoping to get a consensus. 

Changing the Federal Reserve Inflation Target allows increases in employment without causing runaway inflation – the Fed should take forward guidance seriously

The Economist, June 2012 (6/18 2012 “Shiny, new, unopened & unused” Jun 18th 2012, June 21, 2012 http://www.economist.com/blogs/freeexchange/2012/06/federal-reserves-inflation-target)

When Federal Reserve officials meet this week, they will despondently confront an economy yet again falling short. Employment growth has flagged. GDP probably grew less than 2% (annualized) in the first half of this year; clouds from Europe, Asia and America's own "fiscal cliff" darken the second half. The Federal Open Market Committee's full year forecast of 2.4% to 2.9% looks out of reach. So what will they do? Much of the street expects some kind of action, a view I share. It would probably come as an extension of “Operation Twist,” the purchase of longer-term bonds in exchange for short or medium bonds already in the Fed’s portfolio. It could stretch this out over a few months or a full year. This, however, will be fiddling at the edges. What critics say the Fed needs is a wholesale makeover of its goals and methods. Some want the Fed to raise its inflation target. Others would have it adopt a nominal GDP target. Both approaches are intended to induce easier monetary policy that would foster faster growth in employment. At the opposite end of the spectrum, more conservative economists and Republican legislators want to take away the Fed’s responsibility for full employment and have it focus solely on inflation. Lost in this blizzard of outside advice is the fact that the Fed actually has a new framework of its own. In January it declared that henceforth its long-run target for inflation was 2%. Previously Fed members only stated their long-run preference, which ranged from 1.5% to 2%. It also said it considered its two statutory goals, low inflation and full employment, equally important. Previously, employment was, de facto, subordinate to inflation. If you haven't heard more about this, it's because the Fed has treated the target like an unwanted Christmas gift, still unopened months after the tree has been taken down. The initial announcement was devoid of any hint of radicalism; it didn’t even use the word “target” or spell out the implications of its “balanced” approach to inflation and employment. It felt like the FOMC couldn't agree on whether it was, or ought to be, a genuine departure. Indeed, the Fed acts as if nothing has changed. Its "appropriate" monetary policy in April yielded forecast inflation of 2% or lower over the next few years. This vindicates critics who say the Fed acts as if 2% is a ceiling, not a target. If the Fed were conducting policy based on this new framework, inflation would be centered around 2%. Indeed, if the Fed treated employment and inflation equally, it would likely tolerate inflation above 2% given that it is missing its full employment mandate more than its low inflation mandate. What would such a policy look like? Fortunately, we don’t have to speculate. Janet Yellen, the Fed’s vice-chairman, described one in detail in speeches in April and in June. Ms Yellen uses a fairly conventional monetary policy rule in which the Fed seeks to minimize variations in inflation around its 2% target and in unemployment around its natural rate of 5.5%. In her simulation the Fed, by putting equal weight on its employment and inflation objectives, eases monetary policy more aggressively, keeping the federal funds rate at zero through the end of 2015 (instead of 2014 as currently projected). The result is a much more rapid decline in unemployment. Inflation briefly tops 2%, before returning to 2% over the long term. This is important because the principle bone of contention between Ben Bernanke , the Fed chairman, and critics like Paul Krugman is over the value of keeping inflation expectations around 2%. Mr Bernanke believes the stability of actual and expected inflation around 2% has been hugely beneficial to society and enhanced the Fed's operational flexibility. Writing off that investment, he has said, would be reckless. Mr Krugman believes those benefits are vastly outweighed by the good that comes from a higher inflation target, namely that it reduces real interest rates when nominal interest rates are stuck at zero.
Expanding purchases of long term debt allows interest rates to continue declining

Boak, June 2012  - economics reporter for POLITICO, [Chicago Tribune and the Toledo Blade. Educated at Princeton and Columbia Josh, “With recovery wobbling, Federal Reserve’s options limited” Politico, June 19, 2012 http://www.politico.com/news/stories/0612/77602.html
Several months of atrocious employment reports have the recovery wobbling but not to the point that would prompt massive intervention, economists say. It isn’t sufficient that job creation slipped precariously in May and consumer confidence followed suit this month. That, coupled with Fed Chairman Ben Bernanke’s hesitant testimony on the Hill earlier in the month has led to projections that they will — at best — take small steps to keep a flailing economy afloat. Gridlock between President Barack Obama and House Republicans on other fiscal policy and tax cuts has increased the pressure on the Fed to act. But the Fed’s options are limited. Wall Street economists anticipate the Federal Open Market Committee could announce plans Wednesday to keep its key interest rate for lending to banks near zero percent through 2015, a policy hinted at in recent speeches by Fed Vice Chairwoman Janet Yellen. That’s a critical though slight change, since the Fed previously announced the rate would hew close to zero through late 2014. The other possibility is that the committee will decide to extend its Operation Twist program set to expire at the end of the month. That program helped reduce interest rates for Treasury bonds and mortgages because the Fed bought $400 billion of long-term government debt — taking it off the market — through the sale of its short-term holdings.

Aggressive Monetary policy is necessary to prevent collapse- economic weaknesses still persists

Yellen, 12- Vice Chair of the Federal Reserve [Janet, 6/6/12, “Perspectives on Monetary Policy”, Acessed 6/21/12, http://www.federalreserve.gov/newsevents/speech/yellen20120606a.htm]
On the other hand, risk management considerations arising from today's unusual circumstances strengthen the case for additional accommodation beyond that called for by simple policy rules and optimal control under the modal outlook. In particular, as I have noted, there are a number of significant downside risks to the economic outlook, and hence it may well be appropriate to insure against adverse shocks that could push the economy into territory where a self-reinforcing downward spiral of economic weakness would be difficult to arrest.

--Inflation Net Benefit

Monetary policy solves during uncertain economic periods – it can adjust to stimulate recovery or check inflation – fiscal policy risks inflation

Yellen, 12- Vice Chair of the Federal Reserve [Janet, 4/11/12, “The Economic Outlook and Monetary Policy”, Acessed 6/21/12, http://www.federalreserve.gov/newsevents/speech/yellen20120606a.htm]
The current economic outlook is associated with significant risks in both directions. In particular, we know that recoveries from financial crises are commonly prolonged, and I remain concerned that the headwinds that have been restraining the recovery could lead to a longer period of sluggish growth and high unemployment than is embodied in the consensus forecasts. One specific risk is that elevated uncertainty about prospective fiscal policy adjustments could weigh on the spending plans of households and businesses. In addition, it's conceivable that the European situation could deteriorate and prompt a significant increase in global financial market stress. Such developments would likely have substantial adverse effects on U.S. economic activity and inflation. Potential upside surprises to the outlook include the possibility that the recovery has greater underlying momentum than is incorporated in consensus forecasts. As I noted, the decline we've seen in the unemployment rate could conceivably indicate that GDP has been rising significantly faster than now estimated. Alternatively, the economy's productive potential could be less than I judge, in which case inflationary pressures could emerge sooner than I expect.18 Conclusion In summary, I expect the economic recovery to continue--indeed, to strengthen somewhat over time. Even so, over the next several years, I anticipate that we will fall far short in achieving our maximum employment objective, and I expect inflation to remain at or below the FOMC's longer-run goal of 2 percent. A range of considerations, including those relating to uncertainty and asymmetric risks, must inform one's judgment on the appropriate stance of policy. As I explained, a variety of analytical tools, including optimal control techniques and simple policy rules, can serve as useful benchmarks. Based on such analysis, I consider a highly accommodative policy stance to be appropriate in present circumstances. But considerable uncertainty surrounds the outlook, and I remain prepared to adjust my policy views in response to incoming information. In particular, further easing actions could be warranted if the recovery proceeds at a slower-than-expected pace, while a significant acceleration in the pace of recovery could call for an earlier beginning to the process of policy firming than the FOMC currently anticipates.

Aggressive Monetary policy can reduce unemployment without increasing inflation – it is the most balanced approach

Yellen, 12 - Vice Chair of the Federal Reserve [Janet, 6/6/12, “Perspectives on Monetary Policy”, Acessed 6/21/12, http://www.federalreserve.gov/newsevents/speech/yellen20120606a.htm]
The Rationale for Highly Accommodative Policy I have already noted that, in my view, an extended period of highly accommodative policy is necessary to combat the persistent headwinds to recovery. I will next explain how I've reached this policy judgment. In evaluating the stance of policy, I find the prescriptions from simple policy rules a logical starting point. A wide range of such rules has been examined in the academic literature, the most famous of which is that proposed by John Taylor in his 1993 study.13 Rules of the general sort proposed by Taylor (1993) capture well our statutory mandate to promote maximum employment and price stability by prescribing that the federal funds rate should respond to the deviation of inflation from its longer-run goal and to the output gap, given that the economy should be at or close to full employment when the output gap--the difference between actual GDP and an estimate of potential output--is closed. Moreover, research suggests that such simple rules can be reasonably robust to uncertainty about the true structure of the economy, as they perform well in a variety of models.14 Today, I will consider the prescriptions of two such benchmark rules--Taylor's 1993 rule, and a variant that is twice as responsive to economic slack. In my view, this latter rule is more consistent with the FOMC's commitment to follow a balanced approach to promoting our dual mandate, and so I will refer to it as the "balanced-approach" rule.15 To show the prescriptions these rules would have called for at the April FOMC meeting, I start with an illustrative baseline outlook constructed using the projections for unemployment, inflation, and the federal funds rate that FOMC participants reported in April.16 I then employ the dynamics of one of the Federal Reserve's economic models, the FRB/US model, to solve for the joint paths of these three variables if the short-term interest rate had instead been set according to the Taylor (1993) rule or the balanced-approach rule, subject, in both cases, to the zero lower bound constraint on the federal funds rate. The dashed red line in figure 10 shows the resulting path for the federal funds rate under Taylor (1993) and the solid blue line with open circles illustrates the corresponding path using the balanced-approach rule.17 In both simulations, the private sector fully understands that monetary policy follows the particular rule in force.18 Figure 10 shows that the Taylor rule calls for monetary policy to tighten immediately, while the balanced-approach rule prescribes raising the federal funds rate in the fourth quarter of 2014--the earliest date consistent with the FOMC's current forward guidance of "exceptionally low levels for the federal funds rate at least through late 2014." Although simple rules provide a useful starting point in determining appropriate policy, they by no means deserve the "last word"--especially in current circumstances. An alternative approach, also illustrated in figure 10, is to compute an "optimal control" path for the federal funds rate using an economic model--FRB/US, in this case. Such a path is chosen to minimize the value of a specific "loss function" conditional on a baseline forecast of economic conditions. The loss function attempts to quantify the social costs resulting from deviations of inflation from the Committee's longer-run goal and from deviations of unemployment from its longer-run normal rate.19 The solid green line with dots in figure 10 shows the "optimal control" path for the federal funds rate, again conditioned on the illustrative baseline outlook.20 This policy involves keeping the federal funds rate close to zero until late 2015, four quarters longer than the balanced-approach rule prescription and several years longer than the Taylor rule. Importantly, optimal control calls for a later lift-off date even though this benchmark--unlike the simple policy rules--implicitly takes full account of the additional stimulus to real activity and inflation being provided over time by the Federal Reserve's other policy tool, the past and projected changes to the size and maturity of its securities holdings.21 Figure 11 shows that, by keeping the federal funds rate at its current level for longer, monetary policy under the balanced-approach rule achieves a more rapid reduction of the unemployment rate than monetary policy under the Taylor (1993) rule does, while nonetheless keeping inflation near 2 percent. But the improvement in labor market conditions is even more notable under the optimal control path, even as inflation remains close to the FOMC's long-run inflation objective.

--Politics Net Benefit 

The Fed is insulated from political pressures-No impact on capital

Federal Reserve Bank of San Francisco, 2011, (“How Is The Federal Reserve Structured?, accessed on 7/10/12, accessed at http://www.frbsf.org/publications/federalreserve/monetary/structure.html)

The Congress structured the Fed to be independent within the government--that is, although the Fed is accountable to the Congress and its goals are set by law, its conduct of monetary policy is insulated from day-to-day political pressures. This reflects the conviction that the people who control the country's money supply should be independent of the people who frame the government's spending decisions.

No link – if Counterplan is unpopular, Obama won’t be blamed – presidents distance themselves from unpopular actions by the Fed

Meltzer, 2009 – prof of Political Economy at Carnegie Mellon University [Allen H. A History of the Federal Reserve, Volume 2, Book 1; Books 1951-1969 Google Books -Visiting Scholar at the American Enterprise Institute. Pp 21-22

The monetary and political authorities have not agreed on a definition of independence. Often System officials speak about "independence within government,"� a convenient phrase that recognizes that independence is not absolute but leaves open where the limits of government authority lie. The limits change. President Reagan wanted lower inflation and did not criticize Federal Reserve policy. His administration did not agree on what they wanted the Federal Reserve to do, so Chairman Volcker ignored them. He did not talk to Treasury Undersecretary Sprinkel and did not get along with Secretary Regan. The first Bush administration frequently criticized Federal Reserve policy publicly, and Chairman Greenspan publicly criticized as an attack on independence a letter written by a Treasury official to the FOMC members urging a reduction in interest rates. The Clinton administration did not discuss monetary policy publicly and avoided putting pressure on the System.

No Link - The Fed is insulated from the political process – they are an independent agency

Lewis 03- David E. Lewis is Professor of Political Science and Law at Vanderbilt University, has a Ph.D., Political Science, Stanford University, a M.A., Political Science, Stanford University, and a
M.A., Political Science, University of Colorado at Boulder, (“Presidents and the Politics of Agency Design”, Page 188, accessed on 7/10/12, accessed at http://books.google.com/books?id=OJAb1GcpSaQC&pg=PA188&lpg=PA188&dq=federal+reserve+political+insulation&source=bl&ots=fu_10YIM6u&sig=5pkd90y0r7Nf3DetlAKwITq4IKA&hl=en&sa=X&ei=6pf7T4jpI5Gu8ASj-dXrBg&sqi=2&ved=0CFwQ6AEwAg#v=onepage&q&f=false)

Part of the confusion between the two literatures is due to different levels of analyses. Take, for example, the Federal Reserve. Most scholars argue that Congress has delegated to the Board of Governors of the Federal Reserve a large amount of authority with very few constraints. In short, the board has a lot of discretion. At the same time, those scholars studying insulation argue that the Federal Reserve was designed to be insulated from political control. Can the Federal Reserve have lots of discretion and be insulated? The answer depends upon the level of analysis. If, on the one hand, scholars are analyzing administrative agencies, the Federal Reserve has a tremendous amount of discretion. If, on the other hand, scholars are analyzing the executive branch, the president has much less discretion, because the Federal Reserve is insulated from his control. Congress could decrease the discretion of both the administrative agency and the president by writing more specific statutes or restrictive administrative procedures.

Obama won’t be blamed for the Fed - Obama criticizing them proves that they are independent

Smith 2010  [ staff writer - Nicole Geithner: G20 trade imbalances early warning mechanism will be established November 9, 2010 http://www.flowrestling.org/blog/18600-geithner-g20-trade-imbalances-early-warning-mechanism-will-be-established

The United States has proposed that the International Monetary Fund (IMF) to implement the regulation on the current account imbalances, and coordinating all response measures to reduce the imbalance. Geithner stressed that although Beijing has criticized the proposal is a return to the "planned economy" approach, but China and other Asian countries also supported the consensus. He warned that unilateral action of individual countries may affect the stability of the global economy and curb growth. "This is a very pragmatic, very multilateral way. It allows the focus to some of the more wide range of important goals, not just focus on the exchange rate, while it shifted to China, a series of multilateral commitments," Geithner on Monday in the U.S. Barack • Obama (Barack Obama) visit to India said the gap. "China is very supportive. They have a lot of interest in them. In this way stronger than the other options." Christian Louboutin boots (Chinese leaders) has been in the debate," he added, "tend to change faster and slower changes in the balance between the forces in the ever-changing. However, Geithner did not support setting short-term external imbalances, rigid quantitative targets. He warned: "no economic sense to do so. Geithner for China's attitude is also very gentle. He said that China's economy is a greater range of the early stages of transition. He said: "China has launched a very wide range of reform measures in an effort to over-reliance on them that the export growth model, change the mode to provide more domestic demand. "This requires the social security and financial system and involving the whole range of other incentives for large-scale reform of ... ... just one part of the exchange rate. Earlier yesterday, Obama criticized the Federal Reserve (Fed) 6000 those dollar currencies stimulus plan to be returned fire. He said the plan could increase U.S. economic growth, which would "benefit the entire world. Obama also hinted that the United States summit in Seoul to promote the countries to achieve large-scale rebalancing the global economy. He said: "In some countries maintain a huge surplus, while others have a huge deficit, we can not continue." Defense for the Federal Reserve, Obama said that if the United States "does not fall into the very limited growth or growth situation, "no good to anyone. 

--They Say “Fiscal Policy solves better”

Fiscal policy fails to stimulate the economy – creating demand is irrelevant when interest rates cannot go lower

Tulip 11 - researcher at the Reserve Bank of Australia (Peter, “ Fiscal Policy and the Inflation Target,” September 14, http://www.petertulip.com/Fiscal_Policy_and_the_Inflation_Target_Sept_14_2011.pdf, , accessed 6-23-2012)

Using a Taylor-type rule in my fiscal reaction function makes fiscal policy place the same weights on inflation and resource utilization as monetary policy, so the two arms of policy work in concert. In contrast, Feldstein (2007) suggests that counter-cyclical fiscal policy should react to month changes in payroll employment, whereas Orszag (2011) would tie it to the unemployment rate. Feldstein’s measure would help to explain recent stimulus and has been a successful predictor of future variations in the Taylor rule. However, a problem with both suggestions is that they do not take account of inflation. For example, weakness in the labor market during the early 1980s, in 1989, or 2000 reflected a need to reduce inflationary pressure. I assume fiscal stimulus occurs when, but only when, RFFTAY falls to low levels. So counter-cyclical fiscal policy is not called for when interest rates are unconstrained. This imparts a nonlinearity that does not exist in some other fiscal rules, such as Auerbach and Gale (2009). The reason is that, as Feldstein (2002), Blinder (2004), and Taylor (2000) discuss, there has been a general presumption against discretionary counter-cyclical fiscal policy when interest rates are free to adjust. In those conditions, fiscal measures are offset by the monetary policy rule and so have little medium-term effect on demand. Discretionary counter-cyclical fiscal policy can be costly, as well as ineffective – it distracts scarce attention, it blurs accountability, and execution is imperfect – and these costs are often judged to be not worth incurring when the multiplier is low. Furthermore, as Lawrence Christiano, Martin Eichenbaum, and Sergio Rebelo (2011) and Woodford (2011) have argued, extending a stimulus past the point at which interest rates are bound at zero reduces the effectiveness of the stimulus at the zero bound, when it is most needed. For example, some readers have suggested the stimulus should comprise more spending and transfers, which have a higher “bang-for-the-buck”. However, as discussed in Mankiw and Weinzierl (2011), that view is controversial. - 7 - However, that is not to say that fiscal stimulus should wait until the zero bound actually binds (in contrast to the rule in Williams, 2009). 

Monetary policy can solve the recovery without sparking inflation – it has empirical success, and fiscal policy is limited.

Yellen, 12- Vice Chair of the Federal Reserve [Janet, 6/6/12, “Perspectives on Monetary Policy”, Acessed 6/21/12, http://www.federalreserve.gov/newsevents/speech/yellen20120606a.htm]
Anchored inflation expectations are another reason why inflation has remained close to 2 percent in the face of very low resource utilization. As shown in figure 5, survey measures of longer-horizon inflation expectations have remained nearly constant since the mid-1990s even as actual inflation has fluctuated. As a result, the current slump has not generated the downward spiral of falling expected and actual inflation that a simple accelerationist model of inflation might have predicted. Indeed, keeping inflation expectations from declining has been an important success of monetary policy over the past few years. At the same time, the fact that longer-term inflation expectations have not risen above 2 percent has also proved extremely valuable, for it has freed the FOMC to take strong actions to support the economic recovery without greatly worrying that higher energy and commodity prices would become ingrained in inflation and inflation expectations, as they did in the 1970s. While my modal outlook calls for only a gradual reduction in labor market slack and a stable pace of inflation near the FOMC's longer-run objective of 2 percent, I see substantial risks to this outlook, particularly to the downside. As I mentioned before, even without any political gridlock, fiscal policy is bound to become substantially less accommodative from early 2013 on. However, federal fiscal policy could turn even more restrictive if the Congress does not reach agreement on several important tax and budget policy issues before the end of this year; in fact, the CBO recently warned that the potential hit to gross domestic product (GDP) growth could be sufficient to push the economy into recession in 2013.7 The deterioration of financial conditions in Europe of late, coupled with notable declines in global equity markets, also serve as a reminder that highly destabilizing outcomes cannot be ruled out. Finally, besides these clearly identifiable sources of risk, there remains the broader issue that economic forecasters have repeatedly overestimated the strength of the recovery and so still may be too optimistic about the prospects that growth will strengthen. Although I view the bulk of the increase in unemployment since 2007 as cyclical, I am concerned that it could become a permanent problem if the recovery were to stall. In this economic downturn, the fraction of the workforce unemployed for six months or more has climbed much more than in previous recessions, and remains at a remarkably high level. Continued high unemployment could wreak long-term damage by eroding the skills and labor force attachment of workers suffering long-term unemployment, thereby turning what was initially cyclical into structural unemployment. This risk provides another important reason to support the recovery by maintaining a highly accommodative stance of monetary policy.

--They Say “The Federal Reserve is already Doing CP”

Current monetary policy follows rules designed for normal recessions. An aggressive monetary policy is needed now to stimulate demand because real interest rates have reached the Zero Lower Boundary – they cannot go lower

Yellen, 12- Vice Chair of the Federal Reserve [Janet, 6/6/12, “Perspectives on Monetary Policy”, Acessed 6/21/12, http://www.federalreserve.gov/newsevents/speech/yellen20120606a.htm]
As I noted, simple rules have the advantage of delivering good policy outcomes across a broad range of models, and are thereby relatively robust to our limited understanding of the precise working of the economy--in contrast to optimal-control policies, whose prescriptions are sensitive to the specification of the particular model used in the analysis. However, simple rules also have their shortcomings, leading them to significantly understate the case for keeping policy persistently accommodative in current circumstances. One of these shortcomings is that the rules do not adjust for the constraints that the zero lower bound has placed on conventional monetary policy since late 2008. A second is that they do not fully take account of the protracted nature of the forces that have been restraining aggregate demand in the aftermath of the housing bust. As I've emphasized, the pace of the current recovery has turned out to be persistently slower than most observers expected, and forecasters expect it to remain quite moderate by historical standards. The headwinds that explain this disappointing performance represent a substantial departure from normal cyclical dynamics. As a result, the economy's equilibrium real federal funds rate--that is, the rate that would be consistent with full employment over the medium run--is probably well below its historical average, which the intercept of simple policy rules is supposed to approximate. By failing to fully adjust for this decline, the prescriptions of simple policy rules--which provide a useful benchmark under normal circumstances--could be significantly too restrictive now and could remain so for some time to come. In this regard, I think it is informative that the Blue Chip consensus forecast released in March showed the real three-month Treasury bill rate settling down at only 1-1/4 percent late in the decade, down 120 basis points from the long-run projections made prior to the recession. 22 

Current Monetary policy is not aggressive enough because interest rates have reached zero. A more aggressive approach can stimulate the economy but balance it with inflation – economic experts prove

Yellen, 12- Vice Chair of the Federal Reserve [Janet, 4/11/12, “The Economic Outlook and Monetary Policy”, Acessed 6/21/12, http://www.federalreserve.gov/newsevents/speech/yellen20120606a.htm]
While the Taylor (1999) rule can serve as a useful policy benchmark, its prescriptions fail to take into account some considerations that I consider important in the current context. In particular, this rule does not fully take into account the implications of the zero lower bound on nominal interest rates and hence tends to understate the rationale for maintaining a highly accommodative stance of monetary policy under present circumstances. Importantly, resource utilization rates have been so low since late 2008 that a variety of simple rules have been calling for a federal funds rate substantially below zero, which of course is not possible. Consequently, the actual setting of the target funds rate has been persistently tighter than such rules would have recommended. The FOMC's unconventional policy actions--including our large-scale asset purchase programs--have surely helped fill this "policy gap" but, in my judgment, have not entirely compensated for the zero-bound constraint on conventional policy. In effect, there has been a significant shortfall in the overall amount of monetary policy stimulus since early 2009 relative to the prescriptions of the simple rules that I've described. Analysis by some of my Federal Reserve colleagues suggests that monetary policy can produce better economic outcomes if it commits to making up for at least some portion of the cumulative shortfall created by the zero lower bound--namely, by maintaining a highly accommodative monetary policy for longer than a simple rule would otherwise prescribe.17 This consideration is one important reason that the optimal control simulation generates a more accommodative path than the Taylor (1999) rule. Risk-management considerations strengthen the case for maintaining a highly accommodative policy stance longer than might otherwise be considered appropriate. In particular, the FOMC has considerable latitude to withdraw policy accommodation if the economic recovery were to proceed much faster than expected or if inflation were to come in higher. In contrast, if the recovery faltered or inflation drifted down, the Committee could provide additional stimulus using its unconventional tools, but doing so involves costs and risks. Given the unprecedented nature of the current economic situation and the limits placed on conventional policy by the zero lower bound on interest rates, these issues of risk management take on special importance.

--They Say “Permutation”

Using fiscal stimulus undermines the effectiveness of monetary policy – it distorts prices

Steil, 2009 - director of international economics at the Council on Foreign Relations [Benn Why Keynes was wrong, and why it matters May 19, 2009 Financial Times   http://blogs.ft.com/economistsforum/2009/05/why-keynes-was-wrong-and-why-it-matters/#axzz1ySHtzECz Accessed June 20, 2012

The argument for the case of money that isn’t convertible into gold, such as our own, is analogous. The public sells securities, instead of gold, to the central bank in order to increase their cash holdings. Securities are the counterpart to valuable goods stored or sold on credit. Again, there is no “ineffective demand”: to demand money is to demand real wealth capable of being monetized within the framework of the existing monetary system. So just as increased demand for gold does not itself diminish the purchasing power impinging on the market, an increased demand for money does not itself do so. The skeptical reader will rightly conclude that the Keynesians must have a riposte to this argument. Indeed, they have many. But all of them are founded on ad hoc “sticky wages” type assumptions. Nobel economist James Tobin, for example, in a spirited 1948 defense of The General Theory, offered observations such as “the supply of money is assumed constant.” Explain that to Ben Bernanke. What does all this matter? That is, what should we do or not do today to get ourselves onto a sustainable path out of recession? Well, there are two brands of remedy. The first are government measures intended to eliminate obstacles to the adaptation of supply to changing demand. This is the now much-maligned classical brand of remedy. The second are fiscal and other government measures designed to force demand to adapt to supply. This is the Keynesian brand of remedy, now beloved in Washington, based on the belief that under-employment is a congenital defect of the economic system. Each huge dose of this second remedy serves to further obliterate the functioning of the price mechanism, thus necessitating another huge dose of it. In the long run, this almost certainly means crippling debt, inflation or both. But Keynes, of course, advised against thinking too much about the long run.

Permutation fails – fiscal stimulus adds nothing to solvency and distorts Monetary policy

Sumner, 2012 – prof of Monetary Economics at Bentley Univ.  [Scott PhD at Chicago. The Money Illusion “Janet Yellen: Keynesianism costs jobs,” April 13, http://www.themoneyillusion.com/?p=13911, accessed 6-23-2012)

The Fed really needs to move away from using any policy rules with a zero bound.  Some non-zero bound tools include Bennett McCallum’s policy rule for adjusting the money supply to offset changes in velocity, exchange rate targeting, CPI futures targeting, Divisia monetary index targeting, and NGDP futures targeting.  I’m sure there are many other options.  But interest rate targeting (which underlies all of New Keynesian economics) has been an unmitigated disaster for American workers.  And given that rates are likely to frequently hit the zero bound in future recessions (as trend productivity growth and population growth both slow) NK policy will fail us again and again in future recessions, i.e. when we most need it to be effective.  Our current monetary regime is roughly like a car with a steering wheel that works fine—except when driving on twisting mountain roads with no guard rail.
***45 Responses to “Janet Yellen: Keynesianism costs jobs”

Ryan 13. April 2012 at 05:22 Question: Is there such a thing as a Fed “do-nothing” strategy? Let’s define a “do-nothing” strategy that is neither a tight-money policy nor a loose-money policy; neither a high-interest-rate policy nor a low-interest-rate policy; neither an expansionary credit policy nor a retractionary credit policy. Let’s further define it as a strategy that does not involve active work to maintain, i.e. a “do-nothing” strategy must be laissez-faire; it shouldn’t have to be constantly tinkered-with by humans or machines. Sorry if this is an incredibly naive question, but it’s one that I think is worth answering. Without injecting any value judgements into the discussion, I’m genuinely curious whether anyone believes it is even possible for the Fed to *do nothing*. Or, is every action — and more importantly every *absence of action* — on the part of the Fed either expansionary or retractionary?

Dennis 13. April 2012 at 05:29

Hello Scott, Thanks for your hard work! A brief critique from a non-economist. You undermine your position by failing to acknowledge that Keynesianism includes federal deficit spending increases to mobilize the unemployed. The low rates we have, the deficits are large but need to be larger. That spending has a political constraint and political implications. I primarily read your blog, DeLong, and Krugman. You might be reducing you influence by misstating the others position. Your tongue in cheek title to this post is a good example. Best regards Dennis

ssumner 13. April 2012 at 06:03

Ryan, If you abolished the Fed and went to barter, that would be a do nothing policy. As long as the Fed controls the supply of money, they are always doing SOMETHING. Dennis, You need to reread this post, I said nothing about Keynesian fiscal policy. I was focusing exclusively in the flaws in Keynesian monetary policy. The fact that some Keynesians support fiscal stimulus just shows how flawed their monetary policy regime really is. Fiscal stimulus should not be necessary if the Fed does its job. You say the deficits need to be larger, but if the Fed was more expansionary even current deficits would be large enough to produce lots more jobs. That’s why the people you cite keep demanding that the Fed do more. I’m simply pointing out that Yellen (who is very Keynesian) says the reason they aren’t doing more is their commitment to interest rate targeting.

[***This portion is from the Comments Section – it is the Blog author writing]

***REPATRIATION***
1NC - Repatriation CP

The United States Federal Government should allow corporations to repatriate foreign profits at 5% tax rates if they agree to invest those funds in clean energy infrastructure projects in the United States

Tax amnesty for repatriated profits conditioned on clean energy infrastructure investment solves the economy without increasing spending – it actually increases tax revenue – companies will say yes.

Bansal, 2011 - a Managing Director at a New York based capital markets advisory firm [http://seekingalpha.com/instablog/285275-malay-bansal/212877-an-alternative-jobs-plan An Alternative Jobs Plan Sep 2, 2011 Malay Bansal is a capital markets professional with over 16 years of wide capital markets, commercial real estate, and structured finance experience.  Accessed June 20, 2012

President Obama's jobs speech included focus on Clean Energy and Infrastructure investments. Here is an idea on how to pay for them without raising taxes, printing more money, or increasing deficits. There are several reasons that make spending on infrastructure and clean energy a good idea at this time: the jobs created are local and cannot be exported, the jobs created are in sectors like construction that are facing higher unemployment, it generates demand for products and services from a variety of industries creating more jobs, deteriorating US infrastructure is sorely in need of maintenance, and now is a good time to make these investments as raw materials and labor are cheap (maintenance is necessary and overdue - not doing it now just means that it will have to be done at a later time when it will likely cost more). Even though infrastructure investment is a good idea, it faces two big problems. First is the need to finance these investments. With the focus on reducing deficit, it will be difficult to get everyone to agree on spending money on these projects. The President has made similar proposals in the past. Republicans are almost certain to oppose more spending and any taxes to pay for it this time too. The bankruptcy filing this week by the solar power panel maker Solyndra, which had $527 million in loans from Federal government, and had been praised by the President, will be held up as an example by many of a poor government investment that put public money at risk, and a reason why government should not get involved. The second problem is picking projects that are productive and not just a waste of money. Government may not be the best judge for picking the best projects. The solution to both problems is increased involvement of private sector. However, to get the private sector to invest in infrastructure projects, the government has to provide incentives, but in a way that does not increase deficit or taxes. One creative possibility for doing this may be by using the estimated $1 trillion of unrepatriated profits US companies hold in foreign subsidiaries. American companies can generally defer paying taxes on foreign profits as long as they keep the money outside US. When they bring the money back to US, they have to pay the top corporate tax rate of 35%. To defer taxes, US companies generally have left large sums of profits in their foreign subsidiaries. These untaxed profits are part of the reason large multinationals have lower overall tax rates for which they have been criticized at times. The administration has proposed taxing worldwide income of US companies, but faced strong opposition since that would put the US companies at a competitive disadvantage. On the other end, US companies are arguing that they could bring back the earnings in their foreign operations if the US government offered a tax amnesty and permitted them to repatriate foreign earnings at a low rate of around 5% instead of the 35% federal tax they face at present. They argue that 5% tax could bring $1 trillion back to US for increased economic activity and could generate additional $50 billion in federal tax revenue. The tax amnesty will not result in an increase in deficit or taxes, as government is giving up what it is not getting anyway - without it, these funds will not come back into the US economy, and the Treasury will not get the additional tax revenue. However, the tax holiday idea has been opposed by many as the funds brought back will not necessarily be used to generate jobs. The companies could use the money for M&A activity, stock buybacks, and paying out dividends. A similar tax-amnesty program was implemented in 2004. However, of the $362 billion that was repatriated, very little was used for actual investments to create jobs. A better idea, one that addresses this concern, will be to offer the tax amnesty only to the funds brought back that are actually invested in infrastructure and clean energy projects in the US. However, money is fungible, and it can be easily moved from one bucket to another. To ensure that the tax break really results in investments that create jobs, the repatriated money has to be separated from the other funds of the repatriating company. Hence, for this idea to be effective, the funds brought back must be invested with third-party private fund managers for a minimum number of years to qualify for the tax break.
--Ext. Solves Economic Stimulus
Conditioning tax amnesty on repatriated funds solves the economy – it boosts infrastructure investment in clean energy infrastructure and increases jobs

Bansal, 2011 - a Managing Director at a New York based capital markets advisory firm [http://seekingalpha.com/instablog/285275-malay-bansal/212877-an-alternative-jobs-plan An Alternative Jobs Plan Sep 2, 2011 Malay Bansal is a capital markets professional with over 16 years of wide capital markets, commercial real estate, and structured finance experience.  Accessed June 20, 2012

If an investment anywhere close to the $1 trillion number suggested by corporations is brought back and invested in US infrastructure and clean energy, it will provide a far bigger stimulus to the economy than any other proposal under consideration. Not only will it boost employment, but also corporate profits from the increased spending resulting from investments, and from those newly reemployed. All of these will be significantly positive for stocks too. And, it will not cost the government anything. Longer term, the US needs to develop regulations that clarify and encourage private sector investment and involvement in the clean-energy and infrastructure sectors, both of which are essential for the growth and competitiveness of the US economy in the longer term. The areas that need attention from lawmakers and regulators include Public-Private Partnerships, securitization of infrastructure financing, and eligibility rules for MLPs and REITs. 

Counterplan solves economic stimulus – it invests trillions in jobs

Sloan 2011 - blogger for Bloomberg [Steven, Sept 7http://www.bloomberg.com/news/2011-09-07/u-s-chamber-says-tax-holiday-would-expand-economy-by-4-percent.html U.S. Chamber Says Tax Holiday Would Expand Economy 4 Percent

The U.S. economy would expand by as much as 4 percent over two to three years if lawmakers agree to a repatriation tax holiday backed by Apple Inc. (AAPL), Google Inc. (GOOG) and Pfizer Inc. (PFE), according to the U.S. Chamber of Commerce. A tax holiday would allow companies to return as much as $1 trillion in cash that is parked overseas to the U.S. at a lower rate than the current 35 percent statutory rate. Businesses could use that money to create about 2.9 million jobs, according to a study the Chamber of Commerce released today. It was written by Douglas Holtz-Eakin, a former director of the Congressional Budget Office and an economic adviser to Republican Senator John McCain’s 2008 presidential campaign. “Repatriation can be thought of as a private-sector approach to stimulus,” Holtz-Eakin wrote in the study.

Repatriation solves economic stimulus – it injects trillions of private sector money into the economy

Balmer 2011 - CEO of Microsoft (letter signed may many corporate CEOs http://www.winamericacampaign.org/ 7/12/12) 

At this critical juncture in our nation’s history, it has become painfully clear that additional steps are needed to promote investment, innovation, and competition in America’s faltering economy. While we support Congressional efforts to enact comprehensive tax reform that makes our domestic tax code more efficient for U.S. companies to compete in the growing global market, we believe in the short-term, Congress has an enormous opportunity to immediately inject significant private sector investment into the U.S. economy. We and others support bipartisan legislation that has been introduced in Congress to allow U.S. companies to repatriate more than $1,000,000,000,000 in foreign source income at a more tax efficient rate than is currently available. By not pursuing this bipartisan approach in the near-term and instead waiting for comprehensive tax reform to be developed over the next several years, our nation will miss a tremendous opportunity to create jobs and infuse cash into our struggling economy. As you know, the U.S. tax code contains massive disincentives for American businesses to bring overseas earnings home — and as a result, more than $1.4 trillion is trapped overseas. In light of our nation’s serious economic challenges, Congress should eliminate these disincentives and encourage this money to be deployed in the U.S. so that it can provide an immediate jolt to our economy. The consequences of inaction are real. Innovative companies like ours must continue to reinvest in our companies or acquire new technologies in order to maintain growth, and since a large amount of our cash holdings are now held overseas, our most significant opportunities for growth are outside the United States. In 2011 alone, U.S. companies have spent more than $150 billion of their overseas earnings on acquisitions of foreign companies or other foreign investments — money that otherwise could have been invested here at home to create new jobs and strengthen our economy. The simple truth is that the longer we wait, the more money will be spent overseas, and these foreign investments are unlikely to return to the U.S. even if our tax policies are changed to encourage domestic investment in the future.

Repatriation stimulates economic growth – it creates millions of jobs – studies prove

Balmer 2011 - CEO of Microsoft (letter signed may many corporate CEOs http://www.winamericacampaign.org/ 7/12/12) 

Economists on both sides of the aisle have found compelling new evidence on the benefits of repatriation. A new study by Dr. Laura Tyson, former chair of the Council of Economic Advisors during the Clinton Administration, estimates that $942 billion would come back to the U.S. for domestic use — leading to an increase of $178 billion to $336 billion in GDP and creating upwards of 2.5 million new jobs. Dr. Tyson also outlines the notable economic benefits of stocks and dividend repurchases — predicting that U.S. shareholders would directly spend between $25 billion and $38 billion of repatriated cash. Former Congressional Budget Office Director Doug Holtz-Eakin estimates that repatriation would create 2.9 million jobs and would provide a significant boost to economic growth, and Clinton Administration economist Dr. Robert Shapiro forecasts that repatriation actually would generate over $8 billion in revenue for the U.S. Treasury. Economists agree that at the current rate of 35 percent, most of these earnings will never come back, will not be subject to U.S. corporate tax, and will never be available to the Treasury or the domestic economy to boost consumption, investment and employment. 

--Ext. Solves Infrastructure

Repatriation for Infrastructure solves – it creates billions in funds for jobs

The Wall Journal, ‘11   [Kristina Peterson, GE CEO: Repatriation Tax Holiday Could Help Fund Infrastructure Bank,  , July 11, 11, http://blogs.wsj.com/economics/2011/07/11/ge-ceo-repatriation-tax-holiday-could-help-fund-infrastructure-bank/, July 9 12]  

The head of General Electric Co. said Monday he could support using a tax break for bringing back U.S. companies’ overseas profits to fund infrastructure projects Using a repatriation tax holiday — a tax break for companies bringing back overseas profits to the U.S. — to help fund an ‘infrastructure bank,’ would be a good idea, GE Chief Executive Jeffrey Immelt said at the U.S. Chamber of Commerce on Monday. Lawmakers have proposed starting a national infrastructure bank to provide low-interest loans and loan guarantees to build highways, energy projects and water infrastructure. “We favor repatriation of our foreign cash back into the U.S., where it can do some good,” Immelt said. “I believe Senator Schumer has a good idea: taxes from repatriation could go toward creating the infrastructure bank that in turn creates jobs.” Sen. Charles Schumer (D., N.Y.) has said that his party would be willing to consider a tax repatriation holiday, provided the companies that benefit from the lower tax rate use the funds to help create jobs. Under a repatriation tax holiday, U.S. companies would be enticed to bring foreign profits back to the U.S. by taxing them at a roughly 5% tax rate, rather than the current top corporate rate of 35%. “Jobs need to be considered in any kind of repatriation strategy,” he said. “I do think that done the right way, repatriation will create more jobs in the U.S.”

Conditioned repatriation tax holiday solves the economy – it provides funds for millions of infrastructure jobs

Abrams, 2012 - Board member of the Washington Progress Alliance [Paul, Paul Abrams, 7/9/M.D., J.D., is an entrepreneur who is currently a consultant in biotechnology, 7/9/12, The Huffington Post, A Bipartisan solution to Jobs,  http://www.huffingtonpost.com/paul-abrams/a-bipartisan-solution-to-_b_1659869.html]

I am fully aware that the following proposal will meet with derision and catcalls from all sides. I can poke many analytical holes in it, and I also realize that if the John Birchers who have a stranglehold on the Republican party were replaced merely by rock-ribbed Republicans that we could arrive at a more sensible accommodation that would be better economic and fiscal policy. Alas, that world does not exist. Nor does one have reason to believe it will exist any time soon. Even when the Democrats held both Houses and the presidency, the dialogue was totally dominated by the right-wing. Our jobs crisis is dangerous, not just in the near-term to those who are jobless, but in the long run as part of a generation of young people are unable to develop their skills and resumes. College will seem not only out-of-reach financially, but out-of-value to peoples' economic lives. Just as the rest of the world is achieving higher levels of education, the U.S. will decline. Like anyone, I do not enjoy being forced to do something at gunpoint because a group of crazies stand in the way of better policies. But, I also do not think that my pique ought to prevent 3M people from getting jobs, so long as the recommendations do not cause a net injury to the country. Here, then, is the modest bipartisan compromise, entirely focused on jobs: 1. For Republicans, permit the return of overseas profits to U.S. companies at a 10% tax rate. In policy-lingo, this is referred to as "repatriation" of foreign profits. But, to qualify, the company must hire 1 new U.S. employee for every $1M repatriated. Proof that it is an additional employee can be easily shown from social security tax submissions by the company. It is alleged that U.S. companies have $1T in overseas profits. If they took this opportunity, they would create 1 million new U.S. jobs, pay the U.S. Treasury $100B, and have $800B collectively to do with as they pleased. 2. For Democrats, pass the President's American Jobs Act. Part of its funding would be offset by the $100B from the repatriation tax. This would rebuild infrastructure and enable states and localities to rehire laid off police, firefighters and teachers. Approximately 1.3-2M new jobs would be expected. 3. For Republicans, lower the corporate tax rate to 28% for any company that increases its U.S. workforce by 10% or more. No one knows how many jobs this would add, but it would help call the bluff as to whether lower corporate tax rates would really lead to more hiring. If it were successful, that would be just fine with me; if it were unsuccessful, the Treasury would not be out one dime because no company would qualify for the lower rate. One added wrinkle. We have just passed mid-year. Hence, no company can take credit for a new employee for all of 2012. Let us sweeten the pie. Any additional employee added between now and September 30, 2012 -- the end of the government's fiscal year -- and who remains employed through year-end, will be counted as a full-year employee for tax and accounting purposes under this law in 2012. However, should the business shed jobs in 2013, a full-refund to the Treasury would be required.                

--They Say “Goes to Profits, Not Investment”

Conditional Repatriation solves the economy – it ensures that repatriated funds go to jobs

Abrams, 2012 - Board member of the Washington Progress Alliance [Paul, Paul Abrams, 7/9/M.D., J.D., is an entrepreneur who is currently a consultant in biotechnology, 7/9/12, The Huffington Post, A Bipartisan solution to Jobs,  http://www.huffingtonpost.com/paul-abrams/a-bipartisan-solution-to-_b_1659869.html]

Let me begin the caterwauling. There will be complaints that Proposal #1 is far too generous. When repatriation was tried before, companies repurchased their own shares (enhancing the value of management's stock options), or gave out dividends, so the relationship to job creation was tenuous at best. This proposal addresses that to some degree. It requires an additional U.S. job for every $1M to be repatriated. One might add requirements that the new employee(s) receive benefits including healthcare insurance that all the other employees enjoy. So, if one adds, say $100K, to the total cost of adding a new employee, then the company is left with $800K/new employee to dispense with as it pleases. If $1M is too high, then reduce it. I suspect it needs to provide a significant difference between the cost and the amount in order to get companies to do it. Moreover, since we want the company to keep the person employed through 2013, there would be ample "room" left to do that. The right-wing will attack this as "micromanaging" companies. To that, there is an easy response: you said repatriation was going to increase jobs, this just makes it accountable for what you said they were going to do anyhow. Same with proposal #3. Suppose the company were going to hire that new employee anyhow. At the current rate of growth in the labor market, an additional 500,000 new employees would be expected to be added by year-end, so this really is over-generous. To this I would answer: so what? The Treasury gets another $100B, another 500,000 workers get jobs AND it serves as a quid-pro-quo to add another 1.9M jobs through the American Jobs Act. Moreover, it serves as a counter to the possibility that the economy may sputter even more. Another complaint is that the companies will dump their employees in 2013. The clawback prevents some of that, but the underlying premise is that the economy will benefit as a whole from the two stimulus packages, and thus they may actually need these workers in a better economic climate. Moreover, there will be an election in November. Depending on the outcome we will go one way or the other, so that, in any event, this is an interim measure to get the wheels moving. Again, I do not consider this the best, or even tenth-best, economic policy required for long-term, sustainable growth. I would argue, however, that this is the best politico-economic policy we can achieve, and relieve the suffering of nearly 3 million Americans and their families. Unlike all Republican proposals, it does not give away anything just in hopes of creating new jobs. It ties any benefits to actual job creation, right here in the US. It beats doing nothing... by about 2.3-3M jobs, benefiting millions more who are spouses and children of those who get the jobs

Repatriation conditioned on investment in an Infrastructure Bank solves job creation and capital investment

Business Week, 2011 [ George Anders, Timothy Lavin, American business journalists on the Board of Editors of Bloomsberg Businessweek, 10/12/11, Infrastructure Bank Plus Repatriation Holiday Equals Jobs , http://www.businessweek.com/news/2011-10-12/infrastructure-bank-plus-repatriation-holiday-equals-jobs-view.html, 7/12/12]

Oct. 13 (Bloomberg) -- Call us optimists, but it’s possible that the Senate’s decision Tuesday to block President Barack Obama’s jobs bill was a blessing in disguise. With a U.S. unemployment rate of 9.1 percent, jobs legislation is essential. What the president had proposed, however, was expensive and unwieldy. Fortunately, the stall-out on Capitol Hill has given Washington a second chance as it has led to talk of breaking the legislation’s proposals into smaller parts and passing it piecemeal. Senator Charles Schumer, a Democrat of New York, has advanced an approach along those lines, one that combines worthwhile goals of both parties that otherwise might not pass. For Democrats, Schumer is championing a national infrastructure bank that could help build roads, fix bridges and create jobs. For Republicans, he is open to letting U.S. corporations bring home vast amounts of overseas income without having to pay the full 35 percent corporate-tax rate. We’ve been consistent supporters of an infrastructure bank, seeing it as both a short-term jobs boost and a long-term boon to U.S. competitiveness and quality of life. The details will be crucial. Among other requirements, the bank needs substantial initial public and private investment, a chief executive officer and independent oversight board, and safeguards to limit risks to taxpayers. It should finance no more than half a project’s costs and require dedicated funding streams. And the Davis-Bacon Act rules that require paying unduly inflated “prevailing wages” on federal projects shouldn’t apply to it. A Better Deal The case for a tax holiday for overseas earnings is weaker, but new proposals by Senators Kay Hagan, a Democrat, and John McCain, a Republican, begin to address one of our longstanding concerns. When the U.S. tried a similar tax break in 2004, Congress wanted the repatriated cash channeled into domestic jobs and investments. No such luck; most money went for dividends and stock repurchases. A repeat performance would be foolish. If new hiring can’t be mandated, an alternative is to create a two-tiered tax rate on repatriated cash. Hagan and McCain propose a 5.25 percent tax rate for companies creating jobs, and an 8.75 percent rate for those that don’t. We favor a wider gap, with the non-jobs rate at a minimum of 15 percent. (We’ve argued in the past, and still believe, that companies should be allowed to pay a rate of 15 percent if they can show an increased headcount over three years, and should otherwise have to pay the top rate. We’ll take what we can get.) If those tax proceeds can help fund an infrastructure bank, then the whole country benefits.

--They Say “Companies say No”
Counterplan solves jobs quickly - Companies with foreign profits would be willing to invest – they control the investments 

Bansal, 2011 - a Managing Director at a New York based capital markets advisory firm [http://seekingalpha.com/instablog/285275-malay-bansal/212877-an-alternative-jobs-plan An Alternative Jobs Plan Sep 2, 2011 Malay Bansal is a capital markets professional with over 16 years of wide capital markets, commercial real estate, and structured finance experience.  Accessed June 20, 2012

A limited time tax amnesty will encourage US companies to repatriate earnings back to US quickly. A requirement to invest in infrastructure projects for a minimum fixed number of years (say something between 3 to 5 years) will ensure that the funds brought back create jobs. Companies will be allowed to invest in either debt or equity depending on their risk-reward preferences. Government will not be involved in making investment decisions. All investments will be chosen and managed by private fund managers, who will pick projects and investments based on sound economic calculations of cost-benefit and expected returns. The companies will be free to pick any fund manager based on their judgment of manager’s capabilities and investment strategy. This basic framework could be enhanced in several ways. Companies could be encouraged to invest for a longer period by offering to reduce any taxes on the earnings from the infrastructure investments, if the investments are held for say 7 to 10 years or more. Also, companies could be allowed to use part of funds brought back to build new plants for their own use, or setup funds that finance purchases of company’s products. This proposal is a middle of the road approach which addresses the problems the US economy is facing in a productive way and should be acceptable to both sides. Even if there are plans to change rules to tax worldwide earnings of US companies in future, it still makes sense to address the past earnings that are held outside US. The proposal is not only good for the economy, but also for the companies. Rather than keeping money in banks, it will be invested to get better returns. Investments in clean energy etc will not be totally new either. Google's (GOOG) $280 million investment in Solar City to finance installation of rooftop solar in residential buildings is an example. 

--They Say “Increases Deficits”
Counterplan helps the economy – the short term stimulus is worth the increased long term deficits

New York Times, 2011 [http://www.nytimes.com/2011/06/20/business/20tax.html?pagewanted=all But Nobody Pays That Companies Push for Tax Break on Foreign Cash By DAVID KOCIENIEWSKI June 19, 2011

The numbers would presumably be much bigger now. Technology companies, in particular, have been holding more profits abroad. Companies based in the United States have increased their holdings offshore to more than $1.5 trillion, meaning the tax break could generate $50 billion in tax revenue the first year. The budget aid could be short-lived, however. Because companies would be encouraged to bring back profits in one year, tax revenues would be smaller in future years. Furthermore, companies might park future profits offshore in hopes of another holiday. The Joint Committee on Taxation, the nonpartisan Congressional office, estimated the program’s cost at $79 billion in lost revenues over 10 years. Supporters of the proposal say that estimate is too high and predict that the repatriation holiday would pay for itself by encouraging hiring and other economic activity. Others say it is a reasonable price for economic aid from the private sector. The Obama administration has been uncharacteristically harsh in its criticism of the idea. President Obama and Treasury Secretary Timothy F. Geithner have said they will support it only if it is part of a corporate tax overhaul that results in no decline in federal revenues. The prospect of profitable corporations getting a break as social programs are being cut has aroused tax protesters and labor organizations like the Service Employees International Union, which say it would reward companies for moving jobs and investment overseas. US Uncut, a group that protests corporate tax avoidance, has criticized Apple for seeking tax breaks even as it racks up enormous growth and profits. The group has held dance-ins at Apple stores, demonstrated outside a company conference and released a video spoofing an iPod commercial, declaring “I love my iPod, but iHate the tax cheat.” But the break could still be part of a budget compromise. With the economy languishing, unemployment high and Congressional Republicans opposed to additional stimulus, the idea has gained some unlikely allies, including some Democrats, the organization Third Way and the onetime union leader Andy Stern. “Even if it costs the government $80 billion in the long haul, it would be worth it to try to put people to work now,” said Mr. Stern, the former president of the S.E.I.U., who suggests dedicating the tax revenue to an infrastructure bank that would support public works projects. “Having it overseas doesn’t help. And we have to do something.” 

--They Say “Empirically Failed”
Counterplan solves better than 2004 – that was a one-time holiday, our counterplan is permanent

Foster, 2011 - Senior Fellow in the Economics of Fiscal Policy in the Thomas A. Roe Institute for Economic Policy Studies, [Jacob, and Curtis S. Dubay is a Senior Analyst in Tax Policy in the Roe Institute, at The Heritage Foundation. Heritage Foundation Backgrounder No. 2610 October 3, 2011 Would Another Repatriation Tax Holiday Create Jobs?

One positive action Congress could take would be to enact a substantial corporate tax rate reduction as part of a narrowly focused fundamental reform. Permanently improving the investment environment in the United States and making firms more competitive internationally would encourage more investment and would invigorate the recovery and strengthen the economy for the long run. Another important reform would be to shift how the U.S. taxes its businesses operating abroad. Pending fundamental reform, policymakers should consider a more productive, intermediate step, such as a permanent partial exemption for future foreign source earnings of all U.S. businesses. A forward looking step toward territoriality—a system in which companies pay taxes at home only on profits earned at home—would have a far greater effect on U.S. domestic investment and the U.S. economy than a backward-looking tax holiday.

Repatriation Tax holiday jumpstarts the economy – empirics prove it boosts jobs and investment

Valvo, ’11, Director of Government Affairs at Americans for Prosperity [James, Letter of Support: Rep. Brady's Repatriation Tax Holiday, 7/20/11, http://americansforprosperity.org/legislativealerts/072011-letter-support-rep-bradys-repatriation-tax-holiday-hr-1834/, 7/12/12]  

Dear Representative Brady, On behalf of more than 1.7 million Americans for Prosperity (AFP) activists in all 50 states, I write to applaud your introduction of the Freedom to Invest Act, H.R. 1834. The bill reinstates temporarily reduced tax rates for companies repatriating earnings generated abroad. Such a policy has, in the past, encouraged a flood of reinvestment here in the United States. Today it is a much-needed plan to stimulate job creation and inject as much as a trillion dollars of capital into the American economy, funds that would otherwise remain locked out of the country. Under current tax policy, companies that return foreign earnings to the U.S. must pay the difference between the foreign income tax and the U.S. corporate rate. But with the second-highest corporate tax rate in the world at 35 percent it’s no mystery why corporations allow their foreign earnings to sit in bank accounts overseas instead of reinvesting those earnings in the American economy. Recent estimates show that companies are holding well over a trillion dollars of accumulated earnings abroad. Easing this crushing corporate tax burden would provide strong incentives for American corporations to bring that money back to the United States instead of reinvesting it in jobs on foreign soil. Past experience shows that a repatriation tax holiday can be an effective tool for easing burdens on American businesses and stimulating economic growth. In 2004, Congress passed the American Jobs Creation Act that temporarily reduced taxes on repatriated earnings. With this new law in effect, hundreds of companies seized the opportunity to bring their earnings home from abroad; that year more than $300 billion in additional earnings were brought back to the U.S. as a result. More importantly, survey results confirmed that American businesses put this money to use in the American economy by investing in capital and R&D, hiring and training employees, and paying dividends to shareholders. Your bill looks to repeat that success – economists predict similar measures today would help create more than 1.8 million jobs. AFP has two reservations with your bill in its current form. First, AFP would like to see a permanent resolution to this problem instead of a temporary one. Temporary tax holidays of any kind actually increase complexity and uncertainty in the tax code, they risk distorting economic behavior and they may even encourage companies to waste resources lobbying for additional, future tax holidays. AFP strongly encourages you to support a permanent change to a territorial tax system. The overwhelming practical benefits of bringing hundreds of billions in capital back into the American economy outweighs these costs, but future work in this area should focus on making these changes permanent, eliminating these costs entirely.

--Politics Net Benefit
Repatriation has bipartisan support – Even democrats will support it for the Infrastructure part

Froomkin, 2011 – Senior Washington Correspondent for the Huffington Post [Dan http://www.huffingtonpost.com/2011/10/13/repatriation-tax-holiday-corporate-power-occupy-wall-street_n_1000900.html Repatriation Tax Holiday Push Shows Congress Turning Deaf Ear To Occupy Wall Street Capitol 10/13/2011 

In an iconic example of how Congress puts big-money interests above others, bipartisan momentum is growing on Capitol Hill for a repatriation tax holiday -- a huge, temporary reduction in the tax rate on money brought back to the U.S. from offshore tax havens. Critics say the repatriation tax holiday is a multi-billion-dollar tax giveaway to the world's biggest multinational companies, with nothing in it for domestic businesses or ordinary Americans. "I'm not sure it gets any starker than that," said Chuck Marr, director of federal tax policy at the Center on Budget and Policy Priorities. Sens. John McCain (R-Ariz.) and Kay Hagan (D-N.C.) last week introduced a bill to lower the repatriation tax rate from 35 percent to under 9 percent for one year. A similar bill has already been introduced in the House. Republican leaders have expressed enthusiasm for the idea, and Senate Majority Leader Harry Reid (D-Nev.) has indicated that he could support it as part of broader jobs legislation. Sen. Chuck Schumer (D-N.Y.) has been actively lobbying fellow Democrats to support the holiday as part of a deal that would use the short-term boost in tax receipts to fund a job-creating infrastructure bank.

Counterplan has bipartisan support – intensive lobbying proves

Froomkin, 2011 – Senior Washington Correspondent for the Huffington Post [Dan http://www.huffingtonpost.com/2011/10/13/repatriation-tax-holiday-corporate-power-occupy-wall-street_n_1000900.html Repatriation Tax Holiday Push Shows Congress Turning Deaf Ear To Occupy Wall Street Capitol 10/13/2011 

The holiday’s leading advocates, not surprisingly, are the companies that have the most to gain. As Bloomberg reported last month, a coalition of large companies called Working to Invest Now in America (WIN America), has assembled "an army of more than 160 lobbyists, including at least 60 who once worked for a sitting member of the House or Senate, pushing for the repatriation holiday." The biggest members of that coalition include Apple, which has $12 billion waiting offshore, Google with $17 billion, Microsoft with $29 billion and Cisco with $32 billion. Nevertheless, despite this narrow constituency, the bill is garnering support in Congress. "It's one of the hottest issues of this legislative season," said Scott Klinger, an associate fellow at the Institute for Policy Studies. "The only thing the parties can agree on is more failed corporate tax cuts, and that's a sad statement."  "It's odd that the only thing you can get bipartisan support for is redistribution upwards," Beale agreed. "This is what the Occupy Wall Street thing is all about," said Lee Sheppard, contributing editor at Tax Analysts, a nonprofit publisher of tax information. "The two parties are the same. They're both beholden to business and not responsive to people." The one significant holdout -- at least so far -- is the White House. In a long blog post in March, for instance, Treasury Department official Michael Mundaca concluded: "To pay for giving this large tax cut once again to a small group of U.S. companies without increasing the deficit, we would have to raise taxes on other U.S. businesses."

Counterplan has bipartisan support – democrats will support the Infrastructure linkage, and Republicans like Corporations

Forbes, 2011 [Howard Gleckman, Contributor http://www.forbes.com/sites/beltway/2011/10/13/a-repatriation-tax-holiday-wouldnt-create-jobs/10/13/2011 A Repatriation Tax Holiday Wouldn't Create Jobs

A temporary tax holiday for firms that return those profits to the United States is the latest evidence that bipartisanship is rarely what it’s cracked up to be. The latest version was proposed by Sens. Kay Hagan (D-N.C.) and John McCain (R-Ariz.). And in one of those only-in-Washington moments, Sen. Chuck Schumer (D-N.Y.) and others want to use this massive tax cut to pay for a new infrastructure bank aimed at boosting domestic investment. How does a huge corporate tax cut (an earlier version would give away $79 billion over 10 years) generate revenue? Easy. Firms would pay about $25 billion in new taxes during the temporary holiday, but save more than $100 billion down the road as they return fewer dollars to the U.S.

Repatriation has bipartisan support – recent bills prove

Valvo, ’11, Director of Government Affairs at Americans for Prosperity [James, Letter of Support: Rep. Brady's Repatriation Tax Holiday, 7/20/11, http://americansforprosperity.org/legislativealerts/072011-letter-support-rep-bradys-repatriation-tax-holiday-hr-1834/, 7/12/12]  

Second, your bill adds an ultimately misguided “maintenance of employment” requirement as a condition for the tax deduction. One of the most frequently-cited criticisms of the last repatriation tax holiday came when just a handful of companies brought earnings back to the U.S. from abroad, claimed the temporary tax savings, but then actually reduced their workforces. Those ignoring the law’s wider economic benefits used this as a political cudgel against its supporters. Your bill attempts a remedy by slapping on a draconian $25,000 fine for every employee a credit-claiming company lays off. This is simply bad economic policy. However they come about, job cuts are indeed unfortunate – especially in the current climate of high unemployment. But the reality is that they are sometimes necessary for a company’s long-term growth and survival. “Creative destruction” often stings in the short-term, but it is exactly what drives growth, innovation, and efficiency in a capitalist economy. Individual firm leadership is in the best position to make these admittedly tough decisions, not the government, and this bill hampers their flexibility to do what is sometimes in the best interest of their business and, ultimately, of the economy as a whole. AFP is opposed to this type of government micromanagement of business decisions. We urge you to consider removing the provision as the bill moves forward. Nevertheless, the bill has already gained significant bipartisan support because it’s easy to recognize as a commonsense way to boost the American economy without resorting to bloated and inefficient government “stimulus” packages. One trillion dollars can do a whole lot of good for capital investment, job creation, and shareholders in this country. The impact would absolutely dwarf the Obama administration’s failed $787 billion government spending spree.
--Unions Net Benefit

Unions oppose Privatization – it blocks them out of transportation jobs

Buxbaum 2007 - Cambridge Systematics Inc. ( Jeffrey N. Iris N Ortiz, june 07, Protecting the Public Interest:  The Role of Long-Term Concession Agreements for  Providing Transportation Infrastructure, http://www.usc.edu/schools/price/keston/pdf/20070618-trans-concession-agreements.pdf 06/21/12)

Private investors around the world, and increasingly in the United States, have been eager to invest heavily in new and existing transportation infrastructure. There are two main drivers to this trend: 1) the long-term, stable nature of the revenue streams, which are ideally suited to the long-term perspective of financial instruments such as pension funds; and 2) stability of the United States government and a long tradition of a legal system that enforces contracts. However, much of the information promoting long-term concessions comes from those who will benefit directly – the construction companies, toll operators, bankers, attorneys, and their consultants. Similarly, opposition comes from those with a vested interest such as public employee unions and consumer advocacy groups. Public sector decision-makers may not know what information and advisors they can trust when it comes to balancing the prospect of a windfall payday with protecting and advancing the long-term public interest. Long-term concession agreements with equity participation by the private sector are one form of what are generically called “public-private partnerships” – also known as PPPs or P3. Over the last year or so, PPP has typically referred to these concessions, but PPP refers to any contractual agreements between the public sector and a private entity that allow for private sector participation in the delivery of transportation projects.

***MINIMUM WAGE***

1NC – Minimum Wage Counterplan

The United States federal government should raise the federal minimum wage to $9.50 an hour.

Raising the minimum wage solves the stimulus effect without increased spending – consensus of economists

Callahan, 2012 – PhD in politics from Princeton [David, June co-founder of Demos and now edits the Demos blog PolicyShop.net.. Access Date June 19, 2012 http://www.policyshop.net/home/2012/6/7/how-to-stimulate-growth-without-new-government-spending.html How to Stimulate Growth Without New Government Spending

Of course, though, such new spending is a heavy -- perhaps impossible -- lift right now thanks to a relentless campaign to paint past stimulus efforts as a failure. Elected leaders who care about pulling the economy out of a ditch shouldn't stop pushing for new spending, particularly on infrastructure, but they also need to give more attention to other options that don't involve new outlays or losses in tax revenue. One obvious option is to raise wages, putting more money in the hands of Americans who are likely to spend it immediately. Congress could do this by increasing the minimum wage, as proposed just yesterday by Jesse Jackson, Jr., and a group of House Democrats, who introduced a bill called the "Catching Up to 1968 Act," or H.R. 5901. The bill would raise the minimum wage to $10 an hour, which is roughly where that wage would be today if it had kept pace with inflation since 1968. What's more, this increase would take effect immediately, as opposed to being phased in over time -- increasing its stimulative effects. And it would index the minimum wage to inflation, so that the wage doesn't keep falling behind as Congress dawdles (with the help of business lobbyists.) The fairness case for raising the minimum wage is well known. This wage, which Congress has only raised three times in the past 30 years, is absurdly low. A full-time worker making minimum wage pulls in just $15,000 a year, which doesn't get you very far. It is impossible to afford a two-bedroom apartment on this money anywhere in the United States, much less a studio apartment in most cities. Even two full-time workers making a few dollars above the minimum wage and living together are looking at serious hardship in most places. That's not right in a country that valorizes work and believes this virtue should be rewarded. But the stimulus case for raising the minimum wage is also compelling. A study by the Federal Reserve Bank of Chicago found that: Following a minimum wage hike, household income rises on average by about $250 per quarter and spending by roughly $700 per quarter for households with minimum wage workers. Most of the spending response is caused by a small number of households who purchase vehicles. This makes sense. Low-income workers live on the edge, spending every dollar that comes to them (in contrast to rich people who tend to use tax breaks to simply save more), and many are driving older, unreliable vehicles. Give these households a wage boost, and they'll not only spend it immediately, but feel confident borrowing more to spend beyond their wage increase and buy a better car. The borrowing part is not necessarily a great thing, but it helps growth. A study by the Economic Policy Institute in 2009 found that if President Obama fulfilled his campaign promise to raise the minimum wage to $9.50 an hour by 2011, this step would have generated $60 billion in stimulus over two years. Not only would existing workers be doing better, but all their new spending would help create jobs for others.

--Minimum Wage Solvency

Raising the minimum wage boosts the economy – it gives working families more to spend which creates jobs and it solves wage deflation

Thompson, 2011- Policy Analyst for the National Employment Law Project [Anne L, National Employment Law Project is a nonprofit group that promotes policies and programs for lower-wage workers, Raise Minimum Wage, Make Lives and the Economy Better, CNN, September 2, 2011, http://www.cnn.com/2011/09/02/opinion/thompson-obama-minimum-wage/index.html, June 21, 2012]

Raising the minimum wage would not only help working families, it also would help power the economic recovery. As the economy has sputtered, wages have stagnated, and even folks with jobs are having trouble meeting their families' basic needs. Accounting for inflation, weekly wages have actually fallen by 1.3 percent in the past eight months, and the Commerce Department reported that consumer spending, which makes up 70 percent of the economy, dropped in June for the first time in nearly two years -- both deeply worrying economic indicators. Raising the minimum wage puts a little more money in pockets of the lowest-paid workers, who have little choice but to spend that additional income immediately, helping restore the consumer spending that businesses need to grow. Preliminary estimates suggest that restoring the minimum wage to $10 per hour by 2014 could generate as many as 160,000 new jobs. And not only does raising the wage floor help workers making minimum wage, it also boosts pay scales across the whole lower end of our economy. Unfortunately, low-wage work is becoming the livelihood of an ever-growing number of workers. A new analysis by the National Employment Law Project finds that while the majority of jobs lost during and after the recession were in mid-wage occupations, roughly three-quarters of jobs added since job growth resumed are low-wage. And while the bastion of low-paid workers is growing, their wages are declining: workers in lower-wage occupations (with median wages under $13.52) have seen a 2.3 percent decline in real wages since the recession began.

Increasing the minimum wage stimulates the economy – it increases demand by increasing household incomes

Los Angeles Times 2011 (LABOR; “S.F. to have highest low wage; The city's minimum pay rate will rise to $10.24 an hour on Jan. 1. Critics call the mandate a job killer.” BUSINESS; Business Desk; Part B; Pg. 1 December 27, 2011 June 20, 2012 lexis)

In the meantime, no changes are scheduled for the California or the federal minimum wages. California's minimum wage has not changed since the start of 2008. The federal minimum wage last increased in July 2009. Although there's little chance of a deeply divided Congress approving a higher federal minimum wage, an effort is underway in Sacramento to raise the California wage to $8.50 and then peg it annually to the inflation rate. With the economy still sluggish, California needs the stimulus that would be created by an increase in the minimum wage, said Assemblyman Luis Alejo (D-Watsonville), whose district includes farmworkers in the Salinas Valley. "At a time when the cost of living is skyrocketing, it's becoming more difficult for families making the least in the state to keep up with inflation," he said. "If these low-wage workers get an increase, it goes back into the economy to pay bills." Alejo sponsored a minimum-wage bill that's scheduled for a hearing in the first week of January. A similar bill foundered in the Assembly Appropriations Committee last year with strong opposition from the California Chamber of Commerce, the Western Growers Assn., the California Restaurant Assn. and the California Grocers Assn. A 50-cent jump in hourly pay translates to a $10,000-a-year increase for a small business with 10 full-time hourly employees earning the minimum wage, the business groups said in a letter to the committee. Raising the minimum wage this year would be "bad timing," said Jennifer Barrera, a chamber lobbyist. "With the state of the economy right now, we want to encourage private-sector growth." Tying the minimum wage to the inflation rate adds up over time, critics said. When the hike kicks in Jan. 1, San Francisco's minimum wage will have increased more than 20% since the law was implemented in 2004. In San Francisco, the bulk of that extra pay is not going to the people who need it the most, said Rob Black, executive director of the Golden Gate Restaurant Assn. He said it's unfair for waiters, already making $30 to $40 an hour in tips, to get an additional $10.42 an hour from the minimum wage while kitchen staff get only their regular hourly rate, Black said. The upshot, he said, is that restaurant owners have to cut corners in the kitchen to come up with the extra money for the front-of-the-house workers.

--They Say “Raising the Minimum Wage kills Jobs”

Raising minimum wage does not decrease the number of jobs – best studies and consensus of research proves 

Thompson, 2011- Policy Analyst for the National Employment Law Project [Anne L, National Employment Law Project is a nonprofit group that promotes policies and programs for lower-wage workers, Raise Minimum Wage, Make Lives and the Economy Better, CNN, September 2, 2011, http://www.cnn.com/2011/09/02/opinion/thompson-obama-minimum-wage/index.html, June 21, 2012]

Opponents are likely to be put on the defensive, struggling to explain why they oppose a modest raise for Main Street as Wall Street enjoys record profits. They will also resurrect the tired old canard that raising the minimum wage leads to job loss, but that theory was first shot to pieces in the 1990s by Alan Krueger, Obama's nominee to head the Council of Economic Advisers, when he and economist David Card published a groundbreaking study finding that raising the minimum wage boosts incomes of low-paid workers without reducing employment. Nearly two decades of rigorous academic research has confirmed these findings.

--Politics Net Benefit – Obama Good

Raising the minimum wage is politically popular

Hyde, 2012  [Brian,  University of Utah - David Eccles School of Business, Weber State University, How minimum wage laws do more harm than good, St. George Utah, June 11 2012, http://www.stgeorgeutah.com/news/archive/2012/06/11/perspectives-how-minimum-wage-laws-do-more-harm-than-good/, June 21, 2012]

From the politician’s point of view, raising the minimum wage makes perfect sense. James Ostrowski offers this tongue-in-cheek explanation of how this is considered good government policy, “Merely by typing certain words on paper and saying, aye, Congress puts real money into the hands of the poorest workers. Not only that, but it doesn’t cost taxpayers a cent because no government money is spent on the project. This is clearly a superb example of government at its best.” That such a hike would be proposed during an election year is simply one of those amazing political coincidences we’ve come to expect from Washington D.C.

Raising the minimum wage boosts public credibility – it is populist and polls prove

Thompson, 2011- Policy Analyst for the National Employment Law Project [Anne L, National Employment Law Project is a nonprofit group that promotes policies and programs for lower-wage workers, Raise Minimum Wage, Make Lives and the Economy Better, CNN, September 2, 2011, http://www.cnn.com/2011/09/02/opinion/thompson-obama-minimum-wage/index.html, June 21, 2012]

While wages and salaries are now the lowest share of GDP since 1955, corporate profits are the largest share of GDP since 1950. According to research by Andrew Sum at Northeastern University, wages and salaries accounted for just 1 percent of economic growth in the first 18 months after the recession ended, while corporate profits accounted for an unprecedented 88 percent of economic growth. Put quite simply, working people have been getting the shaft.

Not only would a new push to raise the minimum wage help America's economy and working families -- it would help Obama regain populist momentum. Raising the minimum wage is particularly popular with the public, consistently winning support from more than two-thirds of the public.

