UMKC SDI 2K7

Louie/Todd

Spending DA



The Index

1The Index


2Shell (1/2)


3Shell (2/2)


4UQ: Fiscal Restraint High


5UQ: Fiscal Restraint High


6UQ: Economy High


7UQ: Global Economy High


8Link: Spending hurts the economy


9Link: Spending jacks fiscal restraint


10Link: Spending jacks fiscal restraint


11Link: Booster- plan leads to more supplemental spending


12Impact: Dollar decline collapse the economy


13Impact: Loss of fiscal restraint = econ collapse


14Impact: Economic decline leads to war


15Impact: Booster- US key to global economy


16Aff Ans: Recession Good


17Aff Ans: US econ decline helps the global economy


18Aff Ans: No dollar self-off


19Aff Ans: deficit key economy


20Aff Ans: Budget Collapse Inev.


21Aff Ans: Spending High/ No deficit reduction


22Aff Ans: No balanced budget


23Aff Ans: Economy low now




Shell (1/2)

A.) Uniqueness – The USFG is maintaining fiscal discipline which is producing a strong economy
Wayne Allard , Colorado senator; March 14th, 2K7 
(Opening Statement: Committee on the Budget; accessed July 29, 2007; http://allard.senate.gov/public/index.cfm?FuseAction=PressReleases.Print&PressRelease_id=232164&SuppressLayouts=True)
In February, the President launched this year's Budget process when he sent to the Congress a responsible budget that provides for the needs of the country while maintaining fiscal discipline and not increasing taxes

. Although my Republican colleagues and I have not yet seen Chairman Conrad's budget proposal, I remain hopeful that it will do the same. What we do know is that this economy is strong. More than seven million jobs have been created since August of 2003, unemployment is at historical lows, paychecks are rising, and since 2003 our economy has grown by $2.2 trillion, or the size of the entire Chinese economy. 
One of the reasons we are enjoying a strong economy today is because the Republican Congress and the President created conditions for individuals and small businesses to thrive. These pro-growth economic policies include reducing income tax rates, reducing capital gains and dividend tax rates, reducing the estate and gift tax, and increasing incentives for small business investment. 
B.) Link- Government spending lowers productivity and economic growth
Mitchell, PhD and senior fellow at Heritage foundation, 2K5
(Daniel J, “The Impact of Government Spending on Economic Growth” Heritage Foundation Backgrounder #1831 http://www.heritage.org/Research/Budget/bg1831.cfm accessed on July 29, 2007)

Proponents of smaller government have the oppo​site view. They explain that government is too big and that higher spending undermines economic growth by transferring additional resources from the productive sector of the economy to government, which uses them less efficiently. They also warn that an expanding public sector complicates efforts to implement pro-growth policies—such as fundamen​tal tax reform and personal retirement accounts— because critics can use the existence of budget defi​cits as a reason to oppose policies that would strengthen the economy. Which side is right?

This paper evaluates the impact of government spending on economic performance. It discusses the theoretical arguments, reviews the international evidence, highlights the latest academic research, cites examples of countries that have significantly reduced government spending as a share of national economic output, and analyzes the economic con​sequences of those reforms.1 The online supple​ment to this paper contains a comprehensive list of research and key findings. This paper concludes that a large and growing government is not con​ducive to better economic perfor​mance. Indeed, reducing the size of government would lead to higher incomes and improve America’s com​petitiveness. There are also philosoph​ical reasons to support smaller government, but this paper does not address that aspect of the debate. Instead, it reports on—and relies upon—economic theory and empiri​cal research.[1]
The Theory: Economics of Government Spending Economic theory does not automat​ically generate strong conclusions about the impact of government out​lays on economic performance. Indeed, almost every economist would agree that there are circumstances in which lower levels of government spending would enhance economic growth and other circum​stances in which higher levels of government spending would be desirable. If government spending is zero, presumably there will be very little economic growth because enforcing contracts, protecting property, and developing an infrastructure would be very diffi​cult if there were no government at all. In other words, some government spending is necessary for the successful operation of the rule of law. Figure 1 illustrates this point. Economic activity is very low or nonexistent in the absence of government, but it jumps dramatically as core functions of govern​ment are financed. This does not mean that gov​ernment costs nothing, but that the benefits outweigh the costs.

Costs vs. Benefits. Economists will generally agree that government spending becomes a bur​den at some point, either because government becomes too large or because outlays are misallo​cated. In such cases, the cost of government exceeds the benefit. The downward sloping por​tion of the curve in Figure 1 can exist for a number of reasons, including:

The extraction cost. Government spending requires costly financing choices. The federal government cannot spend money without first taking that money from someone. All of the options used to finance government spending have adverse consequences. Taxes discourage productive behavior, particularly in the current U.S. tax system, which imposes high tax rates on work, saving, investment, and other forms of productive behavior. Borrowing consumes capital that otherwise would be available for private investment and, in extreme cases, may lead to higher interest rates. Inflation debases a nation’s currency, causing widespread eco​nomic distortion. The displacement cost. Government spend​ing displaces private-sector activity. Every dol​lar that the government spends necessarily means one less dollar in the productive sector of the economy. This dampens growth since economic forces guide the allocation of resources in the private sector, whereas politi​cal forces dominate when politicians and bureaucrats decide how money is spent. Some government spending, such as maintaining a well-functioning legal system, can have a high “rate-of-return.” In general, however, govern​ments do not use resources efficiently, resulting in less economic output. 

The negative multiplier cost. Government spending finances harmful intervention. Por​tions of the federal budget are used to finance activities that generate a distinctly negative effect on economic activity. For instance, many regulatory agencies have comparatively small budgets, but they impose large costs on the economy’s productive sector. Outlays for inter​national organizations are another good exam​ple. The direct expense to taxpayers of membership in organizations such as the Inter​national Monetary Fund (IMF) and Organisa​tion for Economic Co-operation and Development (OECD) is often trivial com​pared to the economic damage resulting from the anti-growth policies advocated by these multinational bureaucracies. The behavioral subsidy cost. Government spending encourages destructive choices. Many government programs subsidize economically undesirable decisions. Welfare programs encourage people to choose leisure over work. Unemployment insurance programs provide an incentive to remain unemployed. Flood insur​ance programs encourage construction in flood plains. These are all examples of government programs that reduce economic growth and diminish national output because they promote misallocation or underutilization of resources.  The behavioral penalty cost. Government spending discourages productive choices. Government programs often discourage eco​nomically desirable decisions. Saving is impor​tant to help provide capital for new investment, yet the incentive to save has been undermined by government programs that subsidize retirement, housing, and education. Why should a person set aside income if gov​ernment programs finance these big-ticket expenses? Other government spending pro​grams—Medicaid is a good example—gener​ate a negative economic impact because of eligibility rules that encourage individuals to depress their incomes artificially and misallo​cate their wealth. 
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C.) Economic decline leads to nuke war
Mead, 92 

Walter Russel Mead, Senior Fellow in American FoPo @ the Council on Foreign  Relations, World Policy Institute, 1992

 Hundreds of millions, billions, of people have pinned their hopes on the  international market . They and their leaders have embraced market  principles and drawn closer to the west  because they believe the system  can work for them? But what if it can’t? What if the global economy stagnates or even shrinks? In that case, we will face a new period of international  conflict: North against South, rich against poor. Russia, China India, these  countries with their billions of people and their nuclear weapons will pose a  much greater danger to the world than Germany and Japan did in the 30s.
UQ: Fiscal Restraint High

Fiscal restraint is high now and it’s driving economic growth

KC Star 2K7
(Andrew Taylor.  July 11 2007.  "Federal deficit expected to drop to $205 billion this year".  The Kansas City Star.  July 29 2007.  http://www.kansascity.com/business/story/186413.html).

The U.S. budget deficit will drop to $205 billion in the fiscal year that will end in September, according to the latest White House estimate, released Wednesday. In the years ahead, however, a worsening budget picture makes it less likely that the U.S. will meet a 2012 target for a surplus. The latest deficit figures are less than half what they were at their peak in 2004. The $205 billion figure is also well below the $244 billion deficit Bush predicted in February, but not as great an improvement as expected by other forecasters.

Our economy is headed in the right direction as the president will veto any attempts by the democratic congress to tax and spend.  (Scott Stearns.  July 7 2007.  "Bush Says He Will Veto Democratic Bills That Violate His Policy of Fiscal Restraint".  Voice of America.  http://www.voanews.com/english/2007-07-07-voa19.cfm.)
The president says his political opponents want to undo his record tax cuts and his tight rein on domestic spending, policies that he says have built an economy that is the envy of the world. "Democratic leaders in Congress want to take our country down a different track," he added. "They are working to bring back the failed tax-and-spend policies of the past. The Democrats' budget plan proposes $205 billion in additional domestic spending over the next five years and includes the largest tax increase in history. No nation has ever taxed and spent its way to prosperity. And I have made it clear that I will veto any attempt to take America down this road."
Pork barrel spending Low.

Chattanooga Times Free Press 2K7 (Pork-barrel spending at lowest number since 1999, March 8 2007, http://epaper.tfponline.com/Repository/getFiles.asp?Style=OliveXLib:ArticleToMail&Type=text/html&Path=ChatTFPress/2007/03/08&ID=Ar00401&Locale=)
It may be the year of the pig, according to the Chinese calendar, but the latest analysis of congressional spending has uncovered the least amount of pork-barrel spending since 1999, a nonpartisan watchdog group said Wednesday. 
US Deficit is Being Reduced. It’s the Smallest it’s been Since 2002

Christian Science Monitor, July 14th, 2007 (“U.S. Deficit Being Tamed? It’s only $295 Billion”, Accessed 7/29/07, Google, http://www.cbsnews.com/stories/2007/07/13/business/printable3055298.shtml, GC) 
After years of unrelenting deficits, Washington may be experiencing a break in its fiscal weather. Strong tax revenues mean that the 2007 shortfall between U.S. income and spending will be the smallest it has been since 2002, according to new White House estimates.  But these rays of progress may be fleeting, say some experts. Revenue growth is already slowing, and defense spending and huge entitlement programs such as Medicare continue to expand at a rapid clip.  "It is always good to see the deficit coming down, but there is little about the current situation to inspire confidence that the trend will continue," says Robert Bixby, executive director of the Concord Coalition, a budget watchdog group.  First, the good news. According to the Office of Management and Budget's annual mid-session review, the federal budget deficit is now predicted to come in at $205 billion for the fiscal year that ends this October. That's $43 billion lower than last year's deficit and about half the recent peak of $413 billion, hit in 2004. In fact, it's $15 billion lower than OMB predictions of only five months ago.  The big reason for the improved budget picture? Tax receipts — specifically, higher-than-expected corporate tax liability, due to high profits, according to the mid-session review. 

UQ: Fiscal Restraint High

Congress is Returning to a State of Fiscal Responsibility

Zack Space, Member of the House of Representatives, July 6th, 2007 (“Congress Is Working To Return To a State Of Fiscal Responsibility”, Accessed 7/29/07, Google, http://www.newarkadvocate.com/apps/pbcs.dll/article?AID=/20070706/OPINION02/707060337/1014/OPINION, GC)
As a former small business owner, I personally know what this is going to mean for the thousands of small businesses all across the region. This was a $4.84 billion small business tax relief plan that was approved by the House and Senate and signed into law by President Bush. The importance of this legislation cannot be overstated. It will give small businesses a significant financial boost to help them grow, thrive, and create jobs. Getting our priorities back into line is one of the greatest successes we've had in Congress this year. We are succeeding in restoring fiscal responsibility to our budgetary process. While increasing funds for vital programs such as veterans' health care, border security, and college education, we are going to pass a package that will bring our federal budget into balance by 2012.
Congress Must Control its Spending If We Want a Healthy Economy

The Charleston Post and Courier, July 18th, 2007 (“Good High-And Low”, Accessed 7/29/07, Google, http://www.charleston.net/news/2007/jul/18/good_high_and_low/, GC)
However, if our economy is to remain healthy in decades to come, the federal government must curb its zeal for spending every dollar, and then some that comes its way. That means today's public should demand more fiscal restraint from the Democratic Congress, which controls budget legislation, and Republican President Bush, who controls the veto pen. That same need for fiscal responsibility applies to our state government (see Gov. Mark Sanford's column on today's Commentary page).
Bush is enforcing fiscal discipline 
Matt Spetalnick, reuters India, 2K7
Bush sharpens budget attack on Democrats, Sat Jul 7, 2007

http://in.today.reuters.com/news/newsArticle.aspx?type=worldNews&storyID=2007-07-07T225149Z_01_NOOTR_RTRMDNC_0_India-283653-1.xml&archived=False, 7/29/07  MS

WASHINGTON (Reuters) - Escalating a budget battle with Democrats who control Congress, President George W. Bush accused them on Saturday of pushing tax-and-spend policies and renewed his veto threat. Though he stopped short of branding them a do-nothing Congress as some fellow Republicans have, Bush complained that Democrats were "behind schedule passing the individual spending bills needed to keep the federal government running" beyond the end of the fiscal year on Sept. 30. "They are working to bring back the failed tax-and-spend policies of the past," he said in his weekly radio address. "Democrats are failing in their responsibility to make tough decisions and spend the people's money wisely." With approval ratings driven down to lows of his presidency largely by the Iraq war, Bush is trying to turn the tables on the Democratic-led Congress. 

UQ: Economy High

U.S. Economy is Strong
Jeremy W Peters 2K7

(New York Times U.S. economy posts sharper growth after winter slump, July 27, 2007, http://www.iht.com/articles/2007/07/27/business/usecon.php)

The U.S. economy pulled out of a sharp winter slump and grew at a quicker pace in the spring, lifted by an improvement in the trade deficit and stronger business spending.

The Commerce Department reported Friday that the gross domestic product, the measure of all goods and services produced in the United States and the broadest indicator of the strength of the economy, advanced 3.4 percent from April through June.
In the first quarter, growth was a sluggish 0.6 percent, the slowest in more than four years.

But several factors reversed in the second quarter, giving the economy a very different composition. Business and government spending in the second quarter - like purchases of buildings, equipment and software - grew at a much faster pace compared with the first quarter.

The balance of trade also changed. In the second quarter, exports grew 6.4 percent, compared with just 1.1 percent in the first quarter. And imports declined 2.6 percent after gaining 3.9 percent before.
UQ: Global Economy High

World economy experiencing strong performance.

Perspective for Global Economy 2007 
(Outlook for high-income countries, May 29 2007, http://web.worldbank.org/WBSITE/EXTERNAL/EXTDEC/EXTDECPROSPECTS/EXTGBLPROSPECTSAPRIL/0,,contentMDK:20370205~menuPK:659161~pagePK:2470434~piPK:2470429~theSitePK:659149,00.html)

Despite oil prices that topped $75 a barrel during the course of 2006, world GDP rose 4.0 percent (5.3 percent in PPP terms), up from 3.5 percent in 2005 (see the forecast summary table on this site).

This strong global performance reflects the very rapid expansion of developing economies, which grew 7.3 percent—more than twice the rate in high-income countries (3.1 percent).

Robust growth in China (10.7 percent) and India (9.2 percent) played a significant role in the recent strength of developing countries.

Global economy is growing faster the expected.

Wall Street Journal 2007 
(Demand Spurs Global Output Pace, Raises Price Fears, July 26, 2007, http://online.wsj.com/article/SB118537562232677602.html?mod=googlenews_wsj)

Global economic output is growing faster than was expected just a few months ago, fueled by demand in China, India and other developing countries, the International Monetary Fund said.
China alone will account for about a quarter of global growth this year, IMF officials said. For the first time, China, whose economy is expected to expand 11.2% this year and another 10.5% next year, has become the largest contributor to global growth, no matter whether its output is measured in terms of purchasing power or at market exchange rates.

Link: Spending hurts the economy
Spending hurts the economy
Garfield, senior economist Congressional Joint Economic Committee (JEC), 95

(Reed, “Government Spending and Economic Growth” March 27th http://www.house.gov/jec/fiscal/budget/spending/spending.htm accessed July 29th 2007)
Workers offer their labor when they perceive that the benefits of work are better than the benefits of leisure. Policy makers must remember that businesses expand when they expect future profits and reductions in workers' take-home pay slows the growth in the total number of hours worked. Through excessive spending, the government negatively affects the long-run growth in the output of goods by reducing business profits and workers' take-home pay. As Table 1 and Table 2 show, the government is increasing its take of resources from the private sector. This increase in expenditures is slowing the growth of the economy. Unless we stop the future expansion of government spending the problem will exacerbate.
      To ensure well-functioning markets, government must expend resources to enforce contracts, provide national security, and protect against criminals. Increased government expenditures, above this minimal level, have a diminishing effect on the growth of the economy. At some level of spending, the impact of government expenditures on the production of goods and services is negative. Excessive government spending makes everybody poorer. However, it is important where the government spends tax dollars. Public investment on roads, ports, and bridges compliments private investment to improve economic productivity, though economic growth suffers when government diverts funds that could be more profitably used to hire workers or buy new machines.
Link: Spending jacks fiscal restraint 

The expansion of government spending will be perceived by foreign investors as a sign the government is not serious about curbing debt- leading to a pull out that will lead to a 1920’s style crash

DAPICE (Associate Professor of Economics at Tufts University and the economist of the Vietnam Program at Harvard University's Kennedy School of Government.) 2K5
(DAVID FEB 9,  “DEALING WITH A DECLINING DOLLAR” http://yaleglobal.yale.edu/display.article?id=5254 accessed on July 29, 2007)

If US domestic politics make serious deficit reduction unlikely, the uneasy international bond buyers may ultimately force the administration's hand. If the Republicans wish to avoid wearing a "Herbert Hoover necklace" (President Hoover's policies brought about the crash of 1929.) around their necks for a generation, they may decide that preventing a dollar collapse is even more important than expanding spending and extending tax cuts. Or they might gamble that others have more to lose, and continue to run both federal and current account deficits that push the limits of foreign asset buyers' acceptance. The willingness of foreign central banks to accumulate dollar assets for mercantilist purposes makes this bet seem safer in the short term, but also makes it riskier over time. The whole world has a stake in the outcome of this debate, but few can vote – except with their money. Investors might cast the deciding votes; though if it comes to that, there could be more losers than winners.
Plan would be a step away from current commitments to restrain spending and decrease the deficit- the perception alone will send negative shock waves through the economy and create a run on the dollar
Schifferes, BBC News Online economics reporter, 2K4
(Steve, “Does the US Budget Deficit Matter?” Feb 2nd http://news.bbc.co.uk/2/hi/business/3430565.stm, accessed July 29th 2007)
Mr Rubin, who is now chairman of Citigroup, argues that the adverse consequences of running large budget deficits may "be far larger and occur more suddenly than traditional analysis suggests".
In a paper for the Brookings Institution, he argues that "substantial deficits projected far into the future can cause a fundamental shift in market expectations and a related loss of confidence both at home and abroad". 

This could lead to a run on the dollar (which is already suffering serious weakness), and a sharp rise in the interest rates demanded on Federal debt, which in turn could hurt the stock market, weaken banks and reduce private sector spending. 

The Bush administration is doing its best to ward off such an eventuality by constantly telling the financial markets that it is committed to reducing the deficit, and arguing that it is "manageable" as a proportion of the economy. 

And Treasury Secretary John Snow also argues that deficit spending is boosting the US growth rate, which will benefit the world economy. 

Link: Spending jacks fiscal restraint
Increased spending signals a lack of commitment to deficit reduction leading to the collapse of the dollar crushing the world economy
DAPICE (Associate Professor of Economics at Tufts University and the economist of the Vietnam Program at Harvard University's Kennedy School of Government.) 2K5
(DAVID FEB 9,“DEALING WITH A DECLINING DOLLAR” http://yaleglobal.yale.edu/display.article?id=5254 accessed on July 29, 2007)

More so than this year's deficits, the ten-year projections may truly raise eyebrows: Over the next decade, the United States may accrue several trillion dollars in debt. Should that be the case, the dollar will likely be in danger; a worldwide "run on the dollar" would bear incalculable consequences. 
All major nations have problematic long-term public finances due to their aging populations and overly generous promises of pensions and medical care for the elderly. However, among these nations, only the United States requires international borrowing to finance its public deficits. The large and growing current account deficit – the shortfall between the country's export and import – could trigger a sharp fall in the dollar, bringing in its wake rising interest rates and a recession, or worse. US trading partners could not be sheltered from the fallout. 
The prospect of continuing budget and trade deficits poses a problem for potential foreign buyers of dollar assets. There is little doubt that the US economy has a faster long-run growth potential than Europe or Japan. Its financial markets are larger and more liquid. Its rate of return to capital is normally higher, and its accounting is no worse – arguably better – in spite of Enron-type scandals. The long-run public finances of the EU and Japan are in comparatively worse shape due to lower birth rates and more limited immigration, as well as more generous promised benefits. These are all good reasons to accumulate dollar-denominated assets, especially when the euro or yen buys more dollars than before. 

On the other hand, the US consumers are mired in debt: Disposable income increased US$2 trillion from 1999 to 2004, while mortgages and other consumer debt increased nearly twice as much. Consumers, therefore, will likely be hit should home prices decline or interest rates increase. There is a real risk in buying dollar assets, even though the US government (unlike most other debtors) can print dollars to repay what it has borrowed. The large tax cuts have removed room for further stimulus. The Federal Reserve might lose control of interest rates if foreign buyers of government bonds stopped buying. Even Alan Greenspan and other Fed officials have expressed concern about the current and projected levels of current account deficits. If others began to sell dollars, there is little doubt that a "run for the exits" could develop, pulling the value of the dollar sharply down.  Buyers might assume that central banks would not allow a large dollar decline, since it would hurt the world economy. They would buy dollar assets, expecting that governments would safeguard their bets. This is called moral hazard, and it can make eventual adjustments even worse, as debtor nations found out in the Asian crisis. Even if central banks do prevent the dollar's collapse, a large hedge fund or other investor might still place its currency bets on a losing scenario. Ultimately, this would disrupt financial markets, as nearly happened with Long Term Capital Management, the hedge fund that collapsed a few years ago. 
Were there clear indications that reducing the US federal deficit were a priority, the chance and severity of negative outcomes would decrease considerably. However, while a minority of Republicans and some Democrats remain "deficit hawks," a powerful group still maintains, as does Vice-President Cheney, that "deficits don't matter." This group prioritizes extended tax cuts and social security reform over deficit reduction. Without a reduction in spending on Iraq and entitlement (especially Medicare) reform and controls on other types of spending, it will be very hard to make a substantial dent in the deficit. 
Budget deficits hurt the dollar
Paul and Quenemoen, global policy forum 2K3

(James and Marianna, “Fall of the Dollar” August http://www.globalpolicy.org/socecon/crisis/2003/07gpfdollar.htm , accessed July 29, 2007)
Several other factors have influenced the fall of the dollar, magnifying the primary effect of the trade deficit. Firstly, the accounting scandals at Enron, Tyco, WorldCom and many other companies revealed serious weaknesses in the US reporting and regulatory system, leading to falling confidence in US stocks, bonds and other investments. Plunging values in these markets beginning in 2001, and the consequent enormous investment losses, further shook foreign investor confidence. As a result, foreign investors stopped sending a net inflow of investment funds into US markets. Instead, they began to liquidate their portfolios, causing a net funds outflow. 

The sharp increase in US government budget deficits (see chart) also undermined investor confidence. After several years of government budget surpluses, the Bush administration cut taxes dramatically and increased military spending, setting off a deficit that is estimated to reach $455 billion in 2003 (up from $153 billion in 2002), making the 2003 deficit by far the largest on record. State and local governments have also run high deficits, further compounding the federal imbalances and pushing state and local debt to a historic high of over $1,400 billion in 2002 (see chart). US households have increased their debt (for houses, education and consumer spending) an unsustainable level of $8,454 billion in 2002 (see chart). An overinflated housing market destabilizes the US economy, since falling real estate prices could trigger widespread defaulting on these loans, pulling down banks and other mortgage lenders. Finally, there is the effect of Washington’s unilateral global posture and its far-flung military operations, which introduce uncertainty about the future. These and other factors have combined to put powerful downward pressures on the dollar, pressures that are expected to continue well into the future. 

Link: Booster- plan leads to more supplemental spending

 Supplemental spending
A.) Spending done after budget appropriations must be supplemental 

McCaffery, Professor of Public Budgeting, Naval Postgraduate School, Monterey, 99
Jerry McCaffery, Professor of Public Budgeting, Naval Postgraduate School, Monterey,

HANDBOOK OF GOVERNMENT BUDGETING, Roy T. Meyers, ed., 1999, p. 6-7)
Once an appropriations bill has been passed, the president may still seek to amend it through a supplemental appropriations bill, basically adjusting the appropriation during the execution phase.  Supplemental bills are also used for emergencies, such as disaster relief.
B.) Supplemental spending spirals 
Defense Daily 2K1

(“$7 Billion Defense Supplemental Would Require 60 Votes, Lott Says” March 6th Vol. 209, No. 43)
"I always have a concern about supplementals, " Lott said, adding that members frequently use them to add" a few extra cars to that engine," a reference to spending items not in the original supplemental request.  While some congressional leaders, including Senate Armed Services Committee Chairman John Warner (RVa.) have pressed the Bush administration to submit a defense supplemental to address immediate readiness concerns, the administration has said it will not do so until Defense Secretary Donald Rumsfeld has finished his top-to-bottom review of the Pentagon.
Impact: Dollar decline collapse the economy

Dollar depreciation collapses the economy

Samuelson, economist and writer for Newsweek, 2K4
(Robert J. “What Happens if the Dollar Crashes?” San Diego Union Tribune Nov 17th http://www.signonsandiego.com/uniontrib/20041117/news_1e17samuel1.html accessed July 29th 2007)
George Bush hasn't much discussed what could be his biggest economic problem. It's not budget deficits or jobs. It's the possible crash of the dollar on foreign exchange markets. 

Even if Bush understood it (that's unclear), he would be hard-pressed to explain it to the public. Worse, there are no obvious ways to prevent it. Little wonder Bush hasn't said much. But a dollar crash, if it occurred, could trigger a terrifying global slump. 

The dollar lubricates the world economy; it's used for much trade and cross-border investment. In some form, a "dollar problem" has long existed. 
After World War II, there was a "dollar gap": Europe and Japan didn't have enough dollars to import the food and machinery needed for recovery. The United States filled the gap with foreign aid and policies encouraging multinational American firms to invest abroad. These policies provided dollars, although the United States still ran big trade surpluses. 

The problem now is similar and different. Like the 1950s, today's outflow of dollars stimulates the global economy. Unlike the 1950s, it involves huge U.S. trade and current account deficits. (The "current account" includes trade plus other "current" overseas payments, such as travel, freight costs and dividend payments.) 

In 1990, the U.S. current account deficit was $79 billion, or 1.4 percent of gross domestic product (GDP). In 2004, it's expected to hit about $665 billion, or 5.6 percent of GDP. The ballooning deficit has two basic causes. 

First, the American economy has grown faster than other advanced economies. Since 1990, U.S. economic growth has averaged 3 percent annually compared with 2 percent for the European Union and 1.7 percent for Japan. America's higher growth sucks in imports; Europe's and Japan's slower growth hurts U.S. exports. 

Second, the global demand for dollars props up its exchange rate, making U.S. exports more expensive and U.S. imports cheaper. Indeed, many countries, particularly in Asia, fix their currencies to keep their exports competitive in the U.S. market. 

Dollar depreciation causes global economic decline

Samuelson, economist and writer for Newsweek, 2K4
(Robert J. “What Happens if the Dollar Crashes?” San Diego Union Tribune Nov 17th http://www.signonsandiego.com/uniontrib/20041117/news_1e17samuel1.html accessed July 29th 2007)

Foreign traders and investors sell dollars on foreign exchange markets. The dollar declines in relation to the euro, the yen and other currencies. The dollar's decline means that the value of foreigners' investments in U.S. stocks and bonds – measured in their own currencies – is also dropping. So, foreigners stop buying American stocks and start selling what they have. The stock market drops sharply. 

Presto: the makings of a global recession. The stock market slide causes American consumer confidence and spending to weaken. If foreigners also flee the bond market, long-term interest rates on bonds and mortgages might rise. 

Higher currencies make Europe's and Japan's exports less competitive. Their industries stagnate. Recessions in the United States, Europe and Japan would hurt the Asian, Latin American and African countries that export to them. 
Impact: Loss of fiscal restraint = econ collapse
Loss of fiscal restraint will cause interest rates to rise and economic collapse.

Gerald J. Swanson, Professor, Thomas R. Brown Chair in Economic Education Public Finance, Economic Education and Health Economics; September 22, 2K4
(AMERICA THE BROKE: How the Reckless Spending of the White House and Congress are Bankrupting our Countryand Destroying our Children's Future; accessed July 29, 2007; http://www.eller.arizona.edu/news/2004/09/22_Gerald_Swanson_book_America_the_Broke.aspx)

At a time of skyrocketing federal budget deficits , the highest national debt in history, and bargain basement interest rates that have no place to go but up, America's future is dangling by a quickly fraying thread. How did we get to this desperate and dangerous point? Will our children inherit a once-great nation with a third-rate economy? What can we do to prevent a complete economic collapse precipitated by the profligate spending of an irresponsible government? 

Three years ago the U.S. had a $200 billion annual surplus. But after two historic tax cuts, costly wars in Afghanistan and Iraq, and dramatically increased spending in domestic programs, defense, and entitlements, we now face an officially projected 2004 budget deficit of $521 billion —the largest deficit in our nation's history (and more than we would save if we abolished Medicare and Medicaid). And that's not all—the real deficit, including the hidden costs of occupying Iraq and the billions of dollars in revenues "borrowed" from Social Security is nearly $1 trillion. With the national debt having ballooned, under George W. Bush's watch, to $7.3 trillion today (from $5.7 trillion in 2000), personal debt at its highest levels ever, and future federal spending obligations of $44 trillion, we are on the precipice of a financial abyss. And our situation is rendered all the more perilous by our dependence on foreign investors, who are more likely than domestic creditors to insist on higher rates in response to a steadily declining dollar. With America now owing approximately 40 percent of our publicly held debt to foreign interests, a simple jump in interest rates could push us over the edge. 

Budget deficits will put a strain on the economy and undermine investor confidence

Robert E. Rubin, Peter R. Orszag, and Allen Sinai, January 4, 2K4

(“Sustained Budget Deficits: Longer-Run U.S. Economic Performance and the Risk of Financial and Fiscal Disarray, AEA-NAEFA Joint Session, http://www.brookings.edu/dybdocroot/views/papers/orszag/20040105.pdf, GB)
The adverse consequences of sustained large budget deficits may well be far larger and occur more suddenly than traditional analysis suggests, however. Substantial deficits projected far into the future can cause a fundamental shift in market expectations and a related loss of confidence both at home and abroad. The unfavorable dynamic effects that could ensue are largely if not entirely excluded from the conventional analysis of budget deficits. This omission is understandable and appropriate in the context of deficits that are small and temporary; it is increasingly untenable, however, in an environment with deficits that are large and permanent. Substantial ongoing deficits may severely and adversely affect expectations and confidence, which in turn can generate a self-reinforcing negative cycle among the underlying fiscal deficit, financial markets, and the real economy. As traders, investors, and creditors become increasingly concerned that the government would resort to high inflation to reduce the real value of government debt or that a fiscal deadlock with unpredictable consequences would arise, investor confidence may be severely undermined. The fiscal and current account imbalances may also cause a loss of confidence among participants in foreign exchange markets and in international credit markets, as participants in those markets become alarmed not only by the ongoing budget deficits but also by related large current account deficits.

Impact: Economic decline leads to war
Economic decline leads to wars, famine, environmental destruction and genocide

Lopez, Business World writer, 98

(Bernardo V., “Global recession phase two: Catastrophic” Business World Sept 10th)

Certainly, global recession will spawn wars of all kinds. Ethnic wars can easily escalate in the grapple for dwindling food stocks as in India-Pakistan-Afghanistan, Yugoslavia, Ethiopia-Eritrea, Indonesia. Regional conflicts in key flashpoints can easily erupt such as in the Middle East, Korea, and Taiwan. In the Philippines, as in some Latin American countries, splintered insurgency forces may take advantage of the economic drought to regroup and reemerge in the countryside. 
Unemployment worldwide will be in the billions. Famine can be triggered in key Third World nations with India, North Korea, Ethiopia and other African countries as first candidates. Food riots and the breakdown of law and order are possibilities.
Global recession will see the deferment of globalization, the shrinking of international trade - especially of high-technology commodities such as in the computer, telecommunications, electronic and automotive industries.
There will be a return to basics with food security being a prime concern of all governments, over industrialization and trade expansions. Protectionism will reemerge and trade liberalization will suffer a big setback. The WTO-GATT may have to redefine its provisions to adjust to the changing times. Even the World Bank-IMF consortium will experience continued crisis in dealing with financial hemorrhages. There will not be enough funds to rescue ailing economies.
A few will get a windfall from the disaster with the erratic movement in world prices of basic goods. But the majority, especially the small and medium enterprises (SMEs), will suffer serious shrinkage. Mega-mergers and acquisitions will rock the corporate landscape. Capital markets will shrink and credit crisis and spiralling interest rates will spread internationally. And environmental advocacy will be shelved in the name of survival. Domestic markets will flourish but only on basic commodities. The focus of enterprise will shift into basic goods in the medium term. Agrarian economies are at an advantage since they are the food producers. Highly industrialized nations will be more affected by the recession. Technologies will concentrate on servicing domestic markets and the agrarian economy will be the first to regrow. The setback on research and development and high-end technologies will be compensated in its eventual focus on agrarian activity.
A return to the rural areas will decongest the big cities and the ensuing real estate glut will send prices tumbling down. Tourism and travel will regress by a decade and airlines worldwide will need rescue.
Among the indigenous communities and agrarian peasantry, many will shift back to prehistoric subsistence economy. But there will be a more crowded upland situation as lowlanders seek more lands for production. The current crisis for land of indigenous communities will worsen. Land conflicts will increase with the indigenous communities who have nowhere else to go either being massacred in armed conflicts or dying of starvation.
Backyard gardens will be precious and home-based food production will flourish. As unemployment expands, labor will shift to self-reliant microenterprises if the little capital available can be sourced.
In the past, the US could afford amnesty for millions of illegal migrants because of its resilient economy. But with unemployment increasing, the US will be forced to clamp down on a reemerging illegal migration which will increase rapidly.
Unemployment in the US will be the hardest to cope with since it may have very little capability for subsistence economy and its agrarian base is automated and controlled by a few. The riots and looting of stores in New York City in the late '70s because of a state-wide brownout hint of the type of anarchy in the cities. Such looting in this most affluent nation is not impossible.
The weapons industry may also grow rapidly because of the ensuing wars. Arms escalation will have primacy over food production if wars escalate. The US will depend increasingly on weapons exports to nurse its economy back to health. This will further induce wars and conflicts which will aggravate US recession rather than solve it. The US may depend more and more on the use of force and its superiority to get its ways internationally.
Impact: Booster- US key to global economy

US economic collapse would spiral and take down the whole world

LaRouche, economist, Presidential candidate and political activist, writer executive intelligence review, 2K6
(Lyndon, The LaRouche Plan for a High Technology New World Economic Order June 23rd http://www.larouchepub.com/lar/2006/3325oil_for_nuke_keynote.html accessed July 29th, 2007)
If the United States goes down, Europe will collapse immediately. Russia more slowly, because Russia is now a somewhat different kind of economy. The Asian economies will collapse quickly, because a collapse in U.S. and European markets for Asian goods will mean a collapse in China, and a collapse in India and other Asian countries. So you would have immediately a general breakdown crisis of the entire planet. Some people want that to happen—people like Felix Rohatyn and similar people in the Synarchist International, who plan for the kind of world in which world population would collapse rapidly toward less than a billion people from over six billion today. Whole nations would disappear, entire languages would disappear in some cases. 

Aff Ans: Recession Good
Recession is key to economic growth
Rostenko, author and veteran floor trader at Chicago commodities exchange, 2K2

(Mark, “The Dips Don’t See a Double Dip” http://www.gold-eagle.com/editorials_02/rostenko040402.html accessed on July 29, 2007)
The "job" of a recession is to clean the "fat" out of the system, mop up excess, and pave the way for the next expansion. Until that process is complete, there isn't much from which a legitimate expansion can arise.

Recessions put weak companies out of business. In so doing, resources (skilled workers, capital) are freed up to be deployed more efficiently elsewhere. For example, Wall Street analysts who touted bankrupt Internet stocks are redeployed at local fast food restaurants to serve people in a capacity for which they are much better suited.
Stronger businesses that have used the contraction to firm up their bottom lines and grow more efficient are able to take advantage of these resources during the ensuing expansion. The economy emerges from a recession leaner, more efficient and in good shape for the next wave of growth and progress.
Recession key to making the economy stronger in the long term
Rostenko, author and veteran floor trader at Chicago commodities exchange, 2K2

(Mark, “The Dips Don’t See a Double Dip” http://www.gold-eagle.com/editorials_02/rostenko040402.html accessed on July 29, 2007)

During a recession, trade imbalances should narrow. This makes the economy more self-sufficient, self-reliant and thus economically stronger. However, the "mini-recession" has done nothing of the sort. The U.S. trade deficit remains at a monstrously high level. We remain exceptionally dependent upon the influx of foreign capital to prop up our markets, our currency and our economy. Our dependence on foreign capital is just as great as before the recession, leaving us just as vulnerable to the whims and fancies of foreign investors. We've seen no improvement and must continue to hope that foreigners keep feverishly buying our goodies forever.

Given that the aforementioned are what is "supposed to" happen in a recession, it's logical to assume that these factors will serve to weigh upon future growth. If you don't firm up the foundation, the economic structure isn't likely to grow very tall. Hence the increased prospects for a double dip. If the recession did little to improve our economic strength and efficiency, we can't possibly hope for strong economic growth and we remain vulnerable to further economic contraction.

Aff Ans: US econ decline helps the global economy

US slump won’t hurt the world economy- actually key to future growth

China Post 2K6

(June 19th “Global economy offsets U.S. slump”  http://www.chinapost.com.tw/editorial/detail.asp?GRP=I&id=84467 accessed July 29th 2007)

The world economy may be better placed than at any time this decade to weather a slowdown in the U.S. wrought by higher interest rates. 

While investors debate whether Federal Reserve Chairman Ben S. Bernanke will smother growth by raising rates too far, the global expansion looks likely to barrel on into next year as strength in Japan, China and Europe help offset slower growth in the U.S. 

"The U.S. economy will probably soften, but not go into recession," says Paul Samuelson, Nobel laureate and emeritus professor at the Massachusetts Institute of Technology. "It's a pretty good outcome for the rest of the world for the U.S. to grow by 2 to 3 percent." The U.S. grew 3.5 percent last year. 

Far from endangering the world economy, a U.S. slowdown may actually benefit it. Cooling demand in the U.S. would ease inflation pressure and help reduce global trade imbalances, especially the record U.S. current account deficit. 

"The world economy has been growing very rapidly," says Michael Mussa, former chief economist at the International Monetary Fund and now with the Institute for International Economics in Washington. 
"A U.S. slowdown is desirable." 

For all the swings in financial markets, economists say the world economy will prove resilient. The IMF is standing by its forecast that the global economy will grow 4.9 percent in 2006, topping off the best three-year stretch since the early 1970's.
	


Aff Ans: No dollar self-off
ZERO RISK OF THE INTERNAL—EMPERICALLY INVESTORS WILL RALLY BEHIND THE DOLLAR EVEN IF IT IS THE SOURCE OF WEAKNESS

SERRANO 2K3

(Franklin- 10/14/ Associate Professor at the Instituto de Economia, UFRJ, Brazil, “The US Current Account Deficit under the Floating Dollar Standard”,ww.networkideas.org/themes/world/oct2003/we14_US_Deficit_FDS.htm)
Let us consider three recent examples of how things are really different for the dollar. Our first example is from 2001. In that year, when the September 11 terrorist attack took place, the American recession had already started with the decrease of private investment, due to the excessive productive capacity that had been rapidly installed in high technology sectors of the "new economy" during the NASDAQ bubble. The American policy answer to the crisis was fast and drastic. The basic interest rate was reduced, there was an enormous coordinated injection of liquidity into the international financial system by the FED, together with the central banks of the rich countries. There were also increases in public spending, tax cuts, and government financial help for especially jeopardized sectors such as airlines and insurance companies. All these measures certainly avoided the deepening of the recession and the disorganization of the financial system. Just after the terrorist attack, there was a natural tendency in international financial markets for "flights to safety", due to the increased perceptions of risk and uncertainty. This was worsened by the initial fear that the "war against terrorism" would end up triggering greater supervision and control of international capital flows, with the aim of combating money laundering channels and locating the financial sources of the terrorists' funds. 
For our purposes here, what is important to notice is that this "flight to quality" of the market was a run for the dollar and not from the dollar, despite interest rate reductions, more than confirming the role of the dollar as the 'store of value' currency of the capitalist world economy. It is to the dollar that the market runs at moments of crisis, even when the crisis, as in this case, occurs in New York, at the financial centre of the US dollar.


US SOLE SUPERPOWER STATUS PREVENTS DOLLAR COLLAPSE-  INVESTORS ARE ALWAYS AVAILABLE
SERRANO 2K3
(Franklin- 10/14, Associate Professor at the Instituto de Economia, UFRJ, Brazil, “The US Current Account Deficit under the Floating Dollar Standard”, ww.networkideas.org/themes/world/oct2003/we14_US_Deficit_FDS.htm)

This last example shows how the American government is not worried about the depreciation of the dollar causing any problem, let alone a "crisis". One reason for this is that (as recent official figures point out) about a third of the American current account deficit with "foreign residents" is in fact due to imports from branches of American multinationals abroad. The main reason, however, is simply that the American government knows very well that, given its current condition of being the world's only superpower, it will certainly not have any difficulty in finding sellers in international markets willing to accept dollars as payment for its imports.

Aff Ans: deficit key economy

Government spending is responsible for current economic growth

Gulf Daily News 2K7

(US economy grows at a strong pace, July 29, 2007, http://www.gulf-daily-news.com/Story.asp?Article=189039&Sn=BUSI&IssueID=30131)

The US economy popped out of its rut this spring and grew at the strongest pace in more than a year, the Commerce Department reported.

The best barometre of America's economic fitness - gross domestic product - increased at a 3.4 per cent annual rate in the second quarter.

Businesses regained their appetite to spend and sold more good overseas, contributing to the improved performance. Stronger government spending also helped out.

Deficit Spending Mitigates Economic Collapse

Isaac J. Israel Ph.D (Professor at Berkeley University) 2K5 – accessed online - http://www.nonlinear4d.com/government-deficit.pdf
The model made us warn in our lecture in March 2000, that the world was in danger of experiencing a major bear market and economic collapse, with dire consequences. We warned that many financial sectors were likely to decline in the second half of the year 2000, that the year 2001 was also likely to be catastrophic in most financial markets, and that this would percolate into the economies of most countries in the world. We also warned in our lecture of October 2001, that the financial and economic decline would continue in the year 2002. And most importantly, we emphasized in the latter lectures that if the US government returns back to massive deficit spending again, this would mitigate the economic collapse to some degree, but that the same long term dangers remain. We shall see that government deficit spending is a very important form of money creation. 

Deficit Spending Boosts U.S. Growth Rate

Steve Schifferes (BBC Economic Analyst) 2K4 

(accessed online - http://news.bbc.co.uk/2/hi/business/3430565.stm
The Bush administration is doing its best to ward off such an eventuality by constantly telling the financial markets that it is committed to reducing the deficit, and arguing that it is "manageable" as a proportion of the economy. And Treasury Secretary John Snow also argues that deficit spending is boosting the US growth rate, which will benefit the world economy. 

Deficit Spending is Currently Warranted – It will help the economy boom

Joseph Stiglitz (Former Member of the Council of Economic Advisers) 2K4 

(accessed online - http://www.bepress.com/cgi/viewcontent.cgi?article=1001&context=ev)
Currently, in the U.S. economy, demand is still insufficient, so deficit spending may be warranted. But not Bush's kind of deficit spending. The kind of deficit spending associated with Bush’s tax cuts does not increase the country’s long term economic strength. Rather, it saps it. But other, more constructive forms of deficit spending can be a boom, rather than a burden, to the economy.
Deficit spending leads to the rebound of the economy.
Cbsnews 2003 (Spending Spree A Risk For Bush, November 26, 2003, http://www.cbsnews.com/stories/2003/11/26/politics/main585732.shtml)

It is little wonder that the economy is finally showing signs of a rebound. With three successive Bush-sponsored tax cuts, a surge in federal deficit spending and Fed Chairman Alan Greenspan willing to hold interest rates at 45-year lows, it seemed only a matter of time. 
As the holiday season approaches, new economic indicators show a firming of business activity and rising consumer confidence and spending. The housing market remains strong, unemployment benefit claims are down, stocks are rallying.
Aff Ans: Budget Collapse Inev.

The budget crisis will happen in the sq
Robert E. Rubin, Peter R. Orszag, and Allen Sinai, January 4, 2K4
(“Sustained Budget Deficits: Longer-Run U.S. Economic Performance and the Risk of Financial and Fiscal Disarray, AEA-NAEFA Joint Session, http://www.brookings.edu/dybdocroot/views/papers/orszag/20040105.pdf, GB)

The U.S. federal budget is on an unsustainable path. In the absence of significant policy changes, federal government deficits are expected to total around $5 trillion over the next decade. Such deficits will cause U.S. government debt, relative to GDP, to rise significantly. Thereafter, as the baby boomers increasingly reach retirement age and claim Social Security and Medicare benefits, government deficits and debt are likely to grow even more sharply. The scale of the nation’s projected budgetary imbalances is now so large that the risk of severe adverse consequences must be taken very seriously, although it is impossible to predict when such consequences may occur.
Aff Ans: Spending High/ No deficit reduction
US spending high
Thomas Walkom 2007 (Political columnist for the Toronto Star, Wobbly U.S. economy could knock us for a loop, Jul 29, 2007, http://www.thestar.com/News/article/240996)

The fundamental problem is not new. The U.S. economy is badly out of whack. It produces too little and imports too much.

By itself, this might not be serious. But in America's case, this trade imbalance is compounded by a government that spends more than it takes in and a population that does likewise.

Deficit Reduction Is No where In The Near Future
Business News, July 11th, 2007 (“White House Narrows Deficit Forecast”, Accessed 7/29/07, Google, http://news.monstersandcritics.com/business/news/printer_1328839.php, GC)

WASHINGTON, DC, United States (UPI) -- The U.S. budget deficit will be less than expected this year, but more than projected starting next year, the White House said Wednesday. The $205 billion deficit the White House Office of Management and Budget now forecasts is $39 billion less than the $244 billion it forecast earlier, mostly due to the anticipated receipt of more tax revenue than earlier expected, OMB said. Tax revenues are forecast to grow 6.9 percent in the current fiscal year, which ends Sept. 30. The deficit was $248 billion last fiscal year and peaked at $413 billion in 2004. The current deficit projection amounts to 1.5 percent of the U.S. gross domestic product. The budget gap will rise next fiscal year to $258 billion, or 1.8 percent of GDP, up $19 billion from OMB`s previously forecast $239 billion deficit, the office said. Deficits over the following three years are also expected to be greater than earlier projected -- $213 billion in fiscal 2009, $123 billion in 2010 and $89 billion in 2011, OMB said. The White House envisions a $33 billion surplus in 2012 -- down $28 billion from the $61 billion OMB projected in February. Congressional Democrats have also promised to erase the deficit by 2012, in part by reducing spending and by letting capital gains and dividend tax cuts expire in 2010.
The War in Iraq and Afghanistan Hurts any Chance at Reducing The Deficit

Brendan Murray and Roger Runningen, Bloomberg News, July 11th, 2007 (“Bush Aides Say '07 Deficit Will Fall to $205 Billio”, Accessed 7/29/07, Google, http://www.bloomberg.com/apps/news?pid=20601087&sid=aHLbLDDztNoY&refer=home#, GC)
July 11 (Bloomberg) -- The U.S. budget deficit will narrow to $205 billion this year, the lowest since 2002, before surging to $258 billion in 2008 as revenue growth slows and war costs mount, the Bush administration said. 

While this year's deficit will be lower than the administration forecast five months ago, the gap next year will be wider than the $239 billion budget officials originally estimated, the White House's Office of Management and Budget said today in a midyear review of the country's fiscal health. 

Tax revenue that's expected to grow almost 7 percent this year is forecast to slow in 2008 to less than half that rate, the OMB said. Costs for the wars in Iraq and Afghanistan are running about $12 billion a month, limiting the reduction in the deficit. 

Aff Ans: No balanced budget

The Republican Congress Failed to Even Come Close To a Balanced Budget

Washington Post, June 29th, 2007 (“Democrats See Chance to Fault Deficits and Pork”, Accessed 7/29/07, Google, http://www.washingtonpost.com/wp-dyn/content/article/2007/06/28/AR2007062802249_pf.html, GC)

Democrats have pork spending on the menu for their grilling of Jim Nussle, President Bush's pick as White House budget director. Nussle's confirmation hearings will focus on the former congressman's pursuit of earmarks for Iowa, as well as ballooning deficits during his tenure as chairman of the House Budget Committee. The plan, Democratic strategists say, is to use the hearings to detail the collapse of fiscal discipline during the Bush administration and to grab the offensive from Republicans who are trying to turn the debate over Democratic spending bills into a morality play on thrift. "We're not going to let these guys act like the protectors of fiscal prudence here when they've left a sea of red ink," said Democratic Caucus Chairman Rahm Emanuel (Ill.). He said that the as-yet-unscheduled hearings create an opportunity to give "the president's fiscal management, and what's happened to the budget, a showcase." Nussle, an eight-term congressman who left the House last year to make an unsuccessful run for governor, was named Budget Committee Chairman in 2001, at the dawn of the Bush administration. During three of his six years at the helm, Congress did not pass a budget blueprint. Meanwhile, big spending increases and huge tax cuts sent the budget spinning from a $128 billion surplus in fiscal 2001 to a $248 billion deficit in 2006, with the red ink hitting an all-time high of $413 billion in 2004.

Aff Ans: Economy low now
US economy done- depressed housing market and mortgage market

Newark Star-Ledger 4/30/2007 “Investors shred Street amid subprime debacle”, lexis

Some people might wonder if the angst about problems in the subprime mortgage market is overblown, but that hasn't stopped some investors from using it as a reason to pare their stock portfolios. Wall Street shuddered as mortgage lenders admitted borrowers with shaky credit were delinquent - put another way, defaulting - at an alarming rate. The fears were that subprime mortgage loans, those made to people with poor credit ratings, were just the start, and that borrowers with stronger credit ratings would also have problems making their payments. Major U.S. investment banks this past week were quick to assuage market fears by declaring troubled loans were contained to just the subprime market. But, that wasn't enough for some investors faced with an already slowing U.S. economy and a depressed housing market. 

US recession inevitable- subprime mortgage defaults will spillover

Newark Star-Ledger 4/30/2007 “Investors shred Street amid subprime debacle”, lexis

Not helping the situation was Alan Greenspan. The former Federal Reserve chairman, who last month fed the global stock selloff with comments about a possible recession in the United States, predicted the subprime shakeout will worsen. He said subprime mortgage defaults would spread to other parts of the economy, especially if home prices decline. "If prices go down, we will have problems - problems in the sense of spillover to other areas," Greenspan said at a Futures Industry Association meeting Thursday in Boca Raton, Fla.

Employment market slipping, loss will gut dollar

Steven C. Johnson 5/5/2007 “Dollar falls on soft payrolls report”, Reuters, http://africa.reuters.com/business/news/usnBAN531402.html

NEW YORK (Reuters) - The dollar fell on Friday after a report showed U.S. payrolls in April grew at their slowest pace in more than two years, suggesting an economic slowdown has finally caught up with the labor market. The data cast a cloud over near-term U.S. growth and bolstered the case for an interest rate cut by the Federal Reserve later this year, pushing the euro to a session peak at $1.3610, near a record high above $1.3680. Earlier this week, the dollar enjoyed its biggest rally in two months against the most liquid currencies as reports showing strength in the U.S. manufacturing and services sectors in April snapped a string of weak economic data. "The dollar's recovery has been cut short by the weaker-than-expected employment data," said Marc Chandler, senior strategist at Brown Brothers Harriman in New York. According to the Labor Department release, U.S. employers added 88,000 new positions in April, fewer than forecast and less than half of March's total gains. The report also revised down the number of jobs created in March and February, suggesting the labor market was not as resistant to the slowing economy as previously thought, while the jobless rate edged up to 4.5 percent from 4.4 percent. Scotia Capital strategist Camilla Sutton said the data, taken together, suggests the U.S. labor market has peaked and points to "an environment where the likelihood of Fed cuts has increased."
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