Indirect Incentives

WM: DOD contracts are incentives – contextual evidence
Bartis ‘8 (James, senior policy researcher at the RAND Corporation. Bartis has more than 25 years of experience in policy analyses and technical assessments in energy and national security. His recent energy research topics include analyses of the international petroleum supply chain, assessments of alternative fuels for military and civilian applications, development prospects for coal-to-liquids and oil shale, energy and national security, Qatar's natural gas-to-diesel plants, Japan's energy policies, planning methods for long-range energy research and development, critical mining technologies, and national response options during international energy emergencies. Bartis joined the U.S. Department of Energy (DOE) in 1978 shortly after it was established, Before joining RAND, Bartis was vice president of Science Applications International Corporation and vice president and cofounder of Eos Technologies, Bartis received his Ph.D. in chemical physics from the Massachusetts Institute of Technology, Previous Positions: Vice President, Science Applications International Corporation; Vice President and Cofounder, Eos Technologies; Director, Policy and Planning Office of the Assistant Secretary for Fossil Energy, U.S. Department of Energy; Director, Divisions of Fossil Energy and Environment, Office of Policy and Evaluation, U.S. Department of Energy, PROJECT  AIR  FORCE  and
INFRASTRUCTURE, SAFETY, AND ENVIRONMENT, http://www.rentechinc.com/pdfs/RAND_MG754.pdf)

Contractual Limitations. Currently, DoD contracts are limited by law (10 USC 2306b) to a duration of no more than ﬁve years 9 and a total amount of less than $500 million, unless speciﬁcally authorized otherwise by Congress. As such, DoD’s ability to provide incentives for private investments in early CTL plants is severely limited. Private investors would likely evaluate the viability of a CTL project using an operating life of at least 15 years; 30 years is not an uncommon planning factor. Only ﬁve years of protection against low world oil prices may not be suﬃcient to promote investment in CTL plants.  The $500 million ceiling limits contracting authority to fairly small amounts of coal-derived military fuels. For example, if the anticipated ﬁveyear average price of CTL fuels is $70 per barrel, the procurement-cost ceiling would limit procurement to less than 4,000 bpd. But such a procurement limit would provide a fairly weak incentive to pioneer commercial CTL plants that attempt to capture economies of scale by operating at much higher liquid-production rates. New legislative authority is needed if DoD and the U.S. Air Force are to overcome the limitations imposed on contract duration and size


Financial incentives include contract agreements 
Waxman, 98 – Solicitor General of the US (Seth, Brief for the United States in Opposition for the US Supreme Court case HARBERT/LUMMUS AGRIFUELS PROJECTS, ET AL., PETITIONERS v. UNITED STATES OF AMERICA, http://www.justice.gov/osg/briefs/1998/0responses/98-0697.resp.opp.pdf) 2  On November 15, 1986, Keefe was delegated “the authority, with respect to actions valued at $50 million or less, to approve, execute, enter into, modify, administer, closeout, terminate and take any other necessary and appropriate action (collectively, ‘Actions’) with respect to Financial Incentive awards.” Pet. App. 68, 111-112. Citing DOE Order No. 5700.5 (Jan. 12, 1981), the delegation defines “Financial Incentives” as the authorized financial incentive programs of DOE, “including direct loans, loan guarantees, purchase agreements, price supports, guaranteed market agreements and any others which may evolve.” The delegation proceeds to state, “[h]owever, a separate prior written approval of any such action must be given by or concurred in by Keefe to accompany the action.” The delegation also states that its exercise “shall be governed by the rules and regulations of [DOE] and policies and procedures prescribed by the Secretary or his delegate(s).” Pet. App. 111-113.


CI – incentives are the disbursement of public funds – solves limits
Webb, 93 – lecturer in the Faculty of Law at the University of Ottawa (Kernaghan, “Thumbs, Fingers, and Pushing on String: Legal Accountability in the Use of Federal Financial Incentives”, 31 Alta. L. Rev. 501 (1993) Hein Online) 

In this paper, "financial incentives" are taken to mean disbursements 18 of public funds or contingent commitments to individuals and organizations, intended to encourage, support or induce certain behaviours in accordance with express public policy objectives. They take the form of grants, contributions, repayable contributions, loans, loan guarantees and insurance, subsidies, procurement contracts and tax expenditures.19 Needless to say, the ability of government to achieve desired behaviour may vary with the type of incentive in use: up-front disbursements of funds (such as with contributions and procurement contracts) may put government in a better position to dictate the terms upon which assistance is provided than contingent disbursements such as loan guarantees and insurance. In some cases, the incentive aspects of the funding come from the conditions attached to use of the monies.20 In others, the mere existence of a program providing financial assistance for a particular activity (eg. low interest loans for a nuclear power plant, or a pulp mill) may be taken as government approval of that activity, and in that sense, an incentive to encourage that type of activity has been created.21 Given the wide variety of incentive types, it will not be possible in a paper of this length to provide anything more than a cursory discussion of some of the main incentives used.22 And, needless to say, the comments made herein concerning accountability apply to differing degrees depending upon the type of incentive under consideration. By limiting the definition of financial incentives to initiatives where public funds are either disbursed or contingently committed, a large number of regulatory programs with incentive effects which exist, but in which no money is forthcoming,23 are excluded from direct examination in this paper. Such programs might be referred to as indirect incentives. Through elimination of indirect incentives from the scope of discussion, the definition of the incentive instrument becomes both more manageable and more particular. Nevertheless, it is possible that much of the approach taken here may be usefully applied to these types of indirect incentives as well.24 Also excluded from discussion here are social assistance programs such as welfare and ad hoc industry bailout initiatives because such programs are not designed primarily to encourage behaviours in furtherance of specific public policy objectives. In effect, these programs are assistance, but they are not incentives.


Default to reasonability – good is good enough 
PTX
Dems will block Republican foreign policy
Walt, 2-14-12, Stephen M., the Robert and Renée Belfer professor of international affairs at Harvard University and a blogger at ForeignPolicy.com “Why hawks should vote for Obama,” http://walt.foreignpolicy.com/posts/2012/02/14/our_new_strategic_experiment, KHaze
If you are someone who is inclined to favor hawkish responses to foreign policy problems, then your choice for president should be Barack Obama. Not because Obama is especially hawkish himself, or interested in prolonging costly and failed commitments in Iraq or Afghanistan. For that matter, his administration is making a modest and fiscally necessary effort to slow the steady rise in Pentagon spending, and they seem to understand that war with Iran is a Very Bad Idea. (It is of course no accident that military action there is being promoted by the same folks who thought invading Iraq was a Very Good Idea. But I digress.) So why should hawks vote for Obama? As Glenn Greenwald and Greg Sargent have argued most forcefully, it's because Obama can do hawkish things as a Democrat that a Republican could not (or at least not without facing lots of trouble on the home front). It's the flipside of the old "Nixon Goes to China" meme: Obama can do hawkish things without facing (much) criticism from the left, because he still retains their sympathy and because liberals and non-interventionists don't have a credible alternative (sorry, Ron Paul supporters). If someone like John McCain, Mitt Romney, Rick Santorum, Newt Gingrich or George W. Bush had spent the past few years escalating drone attacks, sending Special Forces into other countries to kill people without the local government's permission, prosecuting alleged leakers with great enthusiasm, and ratcheting up sanctions against Iran, without providing much information about exactly why and how we were doing all this, I suspect a lot of Democrats would have raised a stink about some of it. But not when it is the nice Mr. Obama that is doing these things.
 
Romney winning now – most qualified models. 
Caughey and Kelly 10-4. [Peter, David, CU-Boulder media relations, "Updated election forecasting model still points to Romney win, University of Colorado study says" University of Colorado Boulder Press Release -- www.colorado.edu/news/releases/2012/10/04/updated-election-forecasting-model-still-points-romney-win-university]
An update to an election forecasting model announced by two University of Colorado professors in August continues to project that Mitt Romney will win the 2012 presidential election.¶ According to their updated analysis, Romney is projected to receive 330 of the total 538 Electoral College votes. President Barack Obama is expected to receive 208 votes -- down five votes from their initial prediction -- and short of the 270 needed to win.¶ The new forecast by political science professors Kenneth Bickers of CU-Boulder and Michael Berry of CU Denver is based on more recent economic data than their original Aug. 22 prediction. The model itself did not change.¶ “We continue to show that the economic conditions favor Romney even though many polls show the president in the lead,” Bickers said. “Other published models point to the same result, but they looked at the national popular vote, while we stress state-level economic data.”¶ While many election forecast models are based on the popular vote, the model developed by Bickers and Berry is based on the Electoral College and is the only one of its type to include more than one state-level measure of economic conditions. They included economic data from all 50 states and the District of Columbia.¶ Their original prediction model was one of 13 published in August in PS: Political Science & Politics, a peer-reviewed journal of the American Political Science Association. The journal has published collections of presidential election models every four years since 1996, but this year the models showed the widest split in outcomes, Berry said. Five predicted an Obama win, five forecast a Romney win, and three rated the 2012 race as a toss-up.¶ The Bickers and Berry model includes both state and national unemployment figures as well as changes in real per capita income, among other factors. The new analysis includes unemployment rates from August rather than May, and changes in per capita income from the end of June rather than March. It is the last update they will release before the election.¶ Of the 13 battleground states identified in the model, the only one to change in the update was New Mexico -- now seen as a narrow victory for Romney. The model foresees Romney carrying New Mexico, North Carolina, Virginia, Iowa, New Hampshire, Colorado, Wisconsin, Minnesota, Pennsylvania, Ohio and Florida. Obama is predicted to win Michigan and Nevada.¶ In Colorado, which Obama won in 2008, the model predicts that Romney will receive 53.3 percent of the vote to Obama’s 46.7 percent, with only the two major parties considered.¶ While national polls continue to show the president in the lead, “the president seems to be reaching a ceiling at or below 50 percent in many of these states,” Bickers said. “Polls typically tighten up in October as people start paying attention and there are fewer undecided voters.”¶ The state-by-state economic data used in their model have been available since 1980. When these data were applied retroactively to each election year, the model correctly classifies all presidential election winners, including the two years when independent candidates ran strongly: 1980 and 1992. It also correctly estimates the outcome in 2000, when Al Gore won the popular vote but George W. Bush won the election through the Electoral College.

Romney surging in swing states. 
The Hill 10-5. ["Polls show Romney making headway in swing states" -- thehill.com/blogs/ballot-box/polls/260511-polls-show-romney-making-swing-state-charge]
A set of new swing-state polls show Mitt Romney making big gains in three critical battleground states just two days after the Republican nominee's widely-heralded debate performance.¶ The polls — from conservative-leaning Rasmussen and We Ask America — showed Romney closing the gap or leading in Ohio, Florida and Virginia, three states the GOP candidate would likely need to capture to win the White House. And they represent a dramatic reversal from last week, where polls showed President Obama with a commanding lead.

Environmental voters won’t abandon Obama. 
Goldenberg 12. [Suzanne, US environment correspondent, “Obama launches fundraising campaign to win back environmental voters” The Guardian -- April 23]
Obama is unlikely to get much competition for the green vote.¶ Over the last four years, Republicans have moved sharply away from environmental causes, and many Tea Party activists have been vocal in expressing their disbelief in human-made climate change.¶ Obama is nearly 40 points ahead of Mitt Romney, the Republican presidential candidate, among environmental voters.


Romney leading in Ohio – newest polls. 
Tobin 10-5. [Jonathan, Senior Online Editor, "Did the Denver Debate Matter? Swing State Polls Say Yes as Romney Surges" Commentary -- www.commentarymagazine.com/2012/10/05/did-the-denver-debate-matter-swing-state-polls-say-yes-as-mitt-romney-surges/]
The poll of likely voters in three key swing states taken yesterday by We Ask America shows a remarkable swing in favor of Mitt Romney. Previous surveys by this firm as well as virtually every other pollster in Florida, Virginia and Ohio had shown Obama holding on to a firm lead. But according to the latest numbers, Romney has forged ahead in all three states. The Republican leads Obama by a margin of 49-46 percent in Florida, 48-45 percent in Virginia and 47-46 percent in Ohio. All three results are significant and very good news for the Republicans, but none more so than that in Ohio. Romney’s rebound after a tough few weeks in which his leads in Florida and Virginia had been turned into deficits is clear. Obama’s growing strength in Ohio had been moving it from a swing state to one that was starting to be considered to be firmly in the president’s column. Romney’s post-debate bounce has put it back into play on Real Clear Politics’ Electoral College map.

Plan boosts key voters in Ohio
Peek ’11– Columnist @ Fiscal Times (Liz, (6-11 “Obama’s riskiest jobs-killer,” http://www.nypost.com/p/news/opinion/opedcolumnists/obama_riskiest_jobs_killer_jcCc1GTNgDfeOPAx4oJlVN)

The lost capacity will be replaced mainly by cheaper natural-gas plants, but the shift will require costly improvements to transmission facilities, expected to run more than a billion dollars in Ohio alone. Projected electric-rate hikes alarmed Ohio small businesses, which protested to the state’s Public Utility Commission. Those concerns seem justified, based on the results of a recent auction conducted by regional-grid manager PJM, which annually contracts for excess capacity three years out. Thanks to the plant closings, the auction prices in northern Ohio soared to $357 per megawatt, versus $136 per megawatt in PJM’s total area. These auction quotes don’t translate directly into retail prices, but they foretell the direction. Nor was the November rule the EPA’s only assault on coal. The agency also recently imposed carbon-dioxide emission standards that could effectively prohibit any new coal-plant construction. That ruling almost guarantees the nation will continue to shift electricity production from coal to natural gas. The current low price of gas is already tilting demand. In the first quarter, only 36 percent of our electricity production came from coal, down from 45 percent last year, with gas taking up most of the slack. This determination to kill coal is short-sighted. There’s no guarantee that natural-gas prices will stay at today’s 10-year low. The shale boom has pushed them down, but soaring demand could eventually push prices higher. The appetite for natural gas as a transportation fuel for large truck fleets or for export, for example, is just getting rolling. And (surprise!), now that natural gas is cheap, the same environmental groups behind the “war on coal” are now suddenly finding all sorts of (scientifically dubious) reasons to block natural-gas production. America has a 250-year reserve of inexpensive coal — in energy terms, roughly the equivalent of the Saudis’ oil reserves. With the nation seeking to reassert itself as a manufacturing powerhouse, why deny access to cheap power? The assault on coal is also risky for Obama. Ohio is a must-win for the president. State GOP chairman Bob Bennett notes that, for Vice President Joe Biden’s recent visit to the state, angry miners turned out spontaneously to protest the White House’s anti-coal policies — and “The GOP had nothing to do with that.” With the EPA’s rulings likely to cost the state jobs and hike electric bills, he says, “Obama gives people more reasons to vote for [Mitt] Romney every day.”

Ohio will determine the election. 
Silver, 12 -- 538 founder and chief analyst 
(Nate, "Aug. 29: So Much Depends Upon Ohio," fivethirtyeight, 8-29-12, fivethirtyeight.blogs.nytimes.com/2012/08/30/aug-29-so-much-depends-upon-ohio/, accessed 8-30-12, mss)

The broader point is simply that Ohio is so important to the electoral calculus that it’s good news for a candidate when a polling firm shows him doing relatively well there compared with the other states that it polls. Ohio has a 30 percent chance of being the tipping-point state, meaning that it would cast the decisive votes in the Electoral College. That’s as much as the next two states on the list, Florida and Virginia, combined. It’s also as much as Colorado, Nevada, Iowa, Pennsylvania, New Hampshire, Michigan and North Carolina combined. All of these states are competitive. But really, they exist along a continuum of electoral power rather than falling into binary categories of “important” and “unimportant.” Ohio is at the extreme end of that continuum. The reason our tipping-point calculus rates Ohio so highly is because it would usually suffice to provide Mr. Obama with a winning map, even if he lost many of those other states. If you give Ohio to Mr. Obama, plus all the states where the forecast model now estimates that he has at least 75 percent chance of winning, he’s up to 265 electoral votes. That means he could win any one of Colorado, Virginia, Iowa, Wisconsin, Florida or North Carolina to put him over the top.


CTL = Coal

WM: plan increases domestic coal production and CTL plants produce electricity 
Wagner ‘8 (Breanne, Associate Editor for National Defense Magazine,  Market for Synthetic Aviation Fuels Off to a Shaky Start, May 2008, http://www.nationaldefensemagazine.org/archive/2008/May/Pages/Market2236.aspx)

A provision included in the 2007 Energy Independence and Security Act that was signed into law by President Bush in December contains language that would prevent the Air Force — or any government agency — from buying synthetic jet fuel unless it is proven to emit less carbon over the life of the substance than currently used petroleum. The problem is that no one knows how to measure that. “No one has the ability to capture life cycle costs,” Anderson says. Without life cycle data, manufacturers of alternative fuel have no benchmark to go by, says Paul Bollinger, Anderson’s former special assistant. He says the Air Force was taken off guard by the new requirement, contained in section 526 of the energy act. “The Air Force always said it wanted a greener fuel than petroleum, but we were focused on the production, which is where most of the carbon dioxide comes from. We weren’t talking about the life cycle,” Bollinger says. Chief executive officers of Rentech and Baard assert that their fuels are cleaner than petroleum. The companies have decided to mix traditional hydrocarbon-based products with biomass — plant matter that can be burned for fuel — in an attempt to reduce harmful emissions. Rentech plans to build the first U.S. synthetic aviation fuel plant in Natchez, Miss., which will produce a blend derived from petroleum residue called petroleum coke and water sludge, says CEO Hunt Ramsbottom. Rentech will employ a variation of the Fischer-Tropsch method to gasify the substances and convert them to synthetic fuel. Fischer-Tropsch is named after two German scientists who created the process to convert natural gas or coal to liquid fuel. Rentech may also experiment with natural gas as the primary feedstock and blend it with sugarcane, garbage, or wood chips, Ramsbottom tells National Defense. The company will avoid using coal as a feedstock, he says. Industry experts have said fuel derived from coal has enormous potential because of its abundance, but production of the fuel could release twice as much greenhouse gas as petroleum, the Environmental Protection Agency says. Facilities that use hydrocarbon substances as a feedstock — including coal-to-liquid plants — will require an expensive process known as carbon capture and sequestration, which catches the carbon during production before it can be released into the environment. Ramsbottom asserts that his company will capture enough carbon to “produce fuels with carbon footprints that are better than what it replaces.” Rentech’s petcoke/biomass fuel could be up to 25 percent cleaner than petroleum, depending on the feedstock mix, he says. John Baardson, CEO of Baard Energy, says that his company’s fuel would be 40 to 50 percent cleaner than petroleum, based on a life cycle analysis. Baard plans to open its plant one year after Rentech, in 2012. The company chose to use a combination of coal and wood waste to make its synthetic fuel, Baardson says. The mixture of coal and biomass is expected to significantly reduce the carbon footprint and reduce costs. The company will produce either Jet-A, used in commercial aircraft, or JP-8, used in military airplanes. Rentech built a testing facility in Commerce City, Colo., which was scheduled for completion in the spring. The plant is expected to produce 10 barrels a day of diesel, aviation fuel and naphtha (petroleum ether) using a variety of feedstocks, including natural gas, coal and biomass. Baard is building an 800-acre coal-to-liquid test site in Wellsville, Ohio, which is expected to produce 35,000 barrels per day of jet fuel, diesel and other chemicals. The facility will capture and sequester at least 85 percent of all carbon dioxide produced, the company says. The Defense Advanced Research Projects Agency and utility provider Arizona Public Service are also studying how to produce cleaner jet propellants by adding plant oils. Both are looking at triglyceride oils, such as algae oil, as potential feedstocks because they do not emit any carbon during production. DARPA program manager Doug Kirkpatrick says that there are at least 68 different oil crops that could be used and says the technology is already available to convert them to fuel. However, critics say that biofuels production is expensive and results in carbon emissions when the crops are harvested. Despite industry claims of cleaner fuel, the Air Force is uncertain if companies can satisfy the new energy act requirement. Bollinger points to a lack of standards as the main impediment. “You heard industry representatives who are producing this fuel say that they can meet this standard,” Bollinger says. “But there is no standard.” Industry estimates are based on an antiquated EPA standard that doesn’t measure the life cycle, he explains. Until those life cycle standards are developed, the Air Force simply can’t buy the fuel, Bollinger says. He believes the requirement is hampering market development because it deters companies from building facilities. The uncertainty associated with the new rule is viewed as a risk in the market, Bollinger says. Companies need financing to build plants, but they can’t get money until the standard is defined. The EPA estimated that it would take at least a year to write new standards. Tom Sayles, Rentech vice president of government affairs and communications, says that besides the life cycle requirement, the industry has bigger financial concerns. “Long-term contracts are needed to get this [industry] off the ground.” Today, the military purchases fuel on an annual basis, Sayles says, while electricity is bought in 10-year contracts. Additionally, Ramsbottom believes the industry won’t move forward in a timely manner without strong government support. The Air Force wants to develop synthetic jet fuel as soon as possible, but is restricted by Congress. Lawmakers are showing greater interest in alternative energy, but many caution against moving too quickly.

Energy production includes an increase in the use of energy 
COAG 9 (Department of Climate Change on behalf of the Council of Australian Governments (COAG) Expert Group on Streamlining Greenhouse and Energy Reporting, "national Greenhouse and Energy Reporting Streamlining Protocol," http://www.climatechange.gov.au/~/media/publications/greenhouse-report/nger-streamlining-protocol.pdf) 
‘Energy production’ is defined in NGER Regulation 2.23: Production of energy, in relation to a facility, means any one of the following: (a) the extraction or capture of energy from natural sources for final consumption by or from the operation of the facility or for use other than in operation of the facility; (b) the manufacture of energy by the conversion of energy from one form to another form for final consumption by or from the operation of the facility or for use other than in the operation of the facility.
CI: coal includes all coal derived products
Katz of the EPA ‘97 (Judith M. Katz, Acting-Director Air Protection Division, U.S. Environmental Protection Agency Applicability Determination Index Control Number: 0000117 Category: NSPS EPA Office: Region 3 Date: 10/10/1997 Title: Coke Oven Gas Under NSPS Subpart Db, http://www.epa.gov/oecaadix/pdf/adi-nsps-0000117.pdf)

The Philadelphia Regional Office of EPA (Region III) has received and reviewed your letter, dated June 2, 1997, requesting a response to the question, "Does by-product COG constitute coal as defined by 40 CFR Section 60.41b?". Subpart Db of the New Source Performance Standards (NSPS), "Standards of Performance for Industrial-Commercial Institutional Steam Generating Units," imposes control requirements on steam generating units that combust coal and certain other fuels. The Subpart Db definition of coal is found at 40 CFR Section 60.41b. After studying the definitions under Subpart Db and having various discussions with both Research Triangle Park and Headquarters personnel, the Air Division of Region III determined that, yes, coke oven gas (COG) does constitute "coal" as defined under Section 60.41b. The definition of "coal" under Section 60.41b encompasses "[c]oal-derived synthetic fuels, including but not limited to solvent refined coal, gasified coal, coal-oil mixtures, and coal­ water mixtures." The words "including but not limited to" indicate that all coal-derived synthetic fuels are "coal" for purposes of Subpart Db regardless of whether they are specifically listed. In promulgating Subpart Db, EPA explained that the rule was intended to have broad application: "Coal and all coal-derived fuels, including both liquid and gaseous fuels, are being covered because there are demonstrated control technologies available to reduce emissions from the combustion of fuels in both forms." 51 FR 42768, 42773 (Nov. 25, 1986). Coke oven gas is clearly "coal-derived." Coke oven gas is produced in coke ovens during the coking process where the volatile matter of coal is driven off, in the form of coke oven gas, by extremely high temperatures and the only thing left is coke, which is basically carbon, which is shipped off for use, primarily, in blast furnaces as a fuel and reducing agent. Coke oven gas is also "synthetic." Webster's states that "synthetic" is a synonym for "manmade." Coke oven gas is made by humans, as opposed to occurring naturally, and thus is "manmade." Coke oven gas used as fuel, therefore, is a "coal-derived synthetic fuel" and, hence, is regulated as coal under Subpart Db.

Coercion 2ac
2 - Consequences matter

 Isaac 2002, Jeffrey (James H. Rudy Professor of Political Science and director of the Center for the Study of Democracy and Public Life at Indiana University, Bloomington) Spring 2002, Dissent, vol. 49, no. 2 

As writers such as Niccolo Machiavelli, Max Weber, Reinhold Niebuhr, and Hannah Arendt have taught, an unyielding concern with moral goodness undercuts political responsibility. The concern may be morally laudable, reflecting a kind of personal integrity, but it suffers from three fatal flaws: (1) It fails to see that the purity of one’s intention does not ensure the achievement of what one intends. Abjuring violence or refusing to make common cause with morally compromised parties may seem like the right thing; but if such tactics entail impotence, then it is hard to view them as serving any moral good beyond the clean conscience of their supporters; (2) it fails to see that in a world of real violence and injustice, moral purity is not simply a form of powerlessness; it is often a form of complicity in injustice. This is why, from the standpoint of politics—as opposed to religion—pacifism is always a potentially immoral stand. In categorically repudiating violence, it refuses in principle to oppose certain violent injustices with any effect; and (3) it fails to see that politics is as much about unintended consequences as it is about intentions; it is the effects of action, rather than the motives of action, that is most significant. Just as the alignment with “good” may engender impotence, it is often the pursuit of “good” that generates evil. This is the lesson of communism in the twentieth century: it is not enough that one’s goals be sincere or idealistic; it is equally important, always, to ask about the effects of pursuing these goals and to judge these effects in pragmatic and historically contextualized ways. Moral absolutism inhibits this judgment. It alienates those who are not true believers. It promotes arrogance. And it undermines political effectiveness. WHAT WOULD IT mean for the American left right now to take seriously the centrality of means in politics? First, it would mean taking seriously the specific means employed by the September 11 attackers—terrorism. There is a tendency in some quarters of the left to assimilate the death and destruction of September 11 to more ordinary (and still deplorable) injustices of the world system—the starvation of children in Africa, or the repression of peasants in Mexico, or the continued occupation of the West Bank and Gaza by Israel. But this assimilation is only possible by ignoring the specific modalities of September 11. It is true that in Mexico, Palestine, and elsewhere, too many innocent people suffer, and that is wrong. It may even be true that the experience of suffering is equally terrible in each case. But neither the Mexican nor the Israeli government has ever hijacked civilian airliners and deliberately flown them into crowded office buildings in the middle of cities where innocent civilians work and live, with the intention of killing thousands of people. Al-Qaeda did precisely this. That does not make the other injustices unimportant. It simply makes them different. It makes the September 11 hijackings distinctive, in their defining and malevolent purpose—to kill people and to create terror and havoc. This was not an ordinary injustice. It was an extraordinary injustice. The premise of terrorism is the sheer superfluousness of human life. This premise is inconsistent with civilized living anywhere. It threatens people of every race and class, every ethnicity and religion. Because it threatens everyone, and threatens values central to any decent conception of a good society, it must be fought. And it must be fought in a way commensurate with its malevolence. Ordinary injustice can be remedied. Terrorism can only be stopped. Second, it would mean frankly acknowledging something well understood, often too eagerly embraced, by the twentieth century Marxist left—that it is often politically necessary to employ morally troubling means in the name of morally valid ends. A just or even a better society can only be realized in and through political practice; in our complex and bloody world, it will sometimes be necessary to respond to barbarous tyrants or criminals, with whom moral suasion won’t work. In such situations our choice is not between the wrong that confronts us and our ideal vision of a world beyond wrong. It is between the wrong that confronts us and the means—perhaps the dangerous means—we have to employ in order to oppose it. In such situations there is a danger that “realism” can become a rationale for the Machiavellian worship of power. But equally great is the danger of a righteousness that translates, in effect, into a refusal to act in the face of wrong. What is one to do? Proceed with caution. Avoid casting oneself as the incarnation of pure goodness locked in a Manichean struggle with evil. Be wary of violence. Look for alternative means when they are available, and support the development of such means when they are not. And never sacrifice democratic freedoms and open debate. Above all, ask the hard questions about the situation at hand, the means available, and the likely effectiveness of different strategies. Most striking about the campus left’s response to September 11 was its refusal to ask these questions. Its appeals to “international law” were naïve. It exaggerated the likely negative consequences of a military response, but failed to consider the consequences of failing to act decisively against terrorism. In the best of all imaginable worlds, it might be possible to defeat al-Qaeda without using force and without dealing with corrupt regimes and political forces like the Northern Alliance. But in this world it is not possible. And this, alas, is the only world that exists. To be politically responsible is to engage this world and to consider the choices that it presents. To refuse to do this is to evade responsibility. Such a stance may indicate a sincere refusal of unsavory choices. But it should never be mistaken for a serious political commitment.

4 - Non-falsifiable – single villain focus of libertarianism makes it inaccurate

Rosenfelder ‘06. What's wrong with libertarianism, Zompist.com. December 01, http://www.zompist.com/libertos.html accessed July 13, 2009, Mark

Despite the intelligence of many of its supporters, libertarianism is an instance of the simplest (and therefore silliest) type of politics: the single-villain ideology. Everything is blamed on the government. (One libertarian, for instance, reading my list of the evils of laissez-faire above, ignored everything but "gunboats". It's like Gary Larson's cartoon of "What dogs understand", with the dog's name replaced with "government".)  The advantage of single-villain ideologies is obvious: in any given situation you never have to think hard to find out the culprit. The disadvantages, however, are worse: you can't see your primary target clearly-- hatred is a pair of dark glasses-- and you can't see the problems with anything else.  It's a habit of mind that renders libertarianism unfalsifiable, and thus irrelevant to the world. Everything gets blamed on one institution; and because we have no real-world example where that agency is absent, the claims can't be tested.  Not being a libertarian doesn't mean loving the state; it means accepting complexity. The real world is a monstrously complicated place; there's not just one thing wrong with it, nor just one thing that can be changed to fix it. Things like prosperity and freedom don't have one cause; they're a balancing act.  Here's an alternative theory for you: original sin. People will mess things up, whether by stupidity or by active malice. There is no magical class of people (e.g. "government") who can be removed to produce utopia. Any institution is liable to failure, or active criminality. Put anyone in power-- whether it's communists or engineers or businessmen-- and they will abuse it.  Does this mean things are hopeless? Of course not; it just means that we have to let all institutions balance each other. Government, opposition parties, business, the media, unions, churches, universities, non-government organizations, all watch over each other. Power is distributed as widely as possible to prevent any one institution from monopolizing and abusing it. It's not always a pretty solution, and it can be frustratingly slow and inefficient, but it works better than any alternative I know of. 

No link – plan trades off with military biofuels
Snider ’11 (Annie, House panel approves lifting ban on DOD buying fuel made from coal, tar sands, 5/12/11, http://www.eenews.net/eenewspm/2011/05/12/archive/4?terms=liquid+coal)

The House Armed Services Committee approved a version of the defense spending bill early this morning that includes an amendment by Texas Republican Mike Conaway to exempt DOD from the fuel prohibition, which was mandated in 2007 by Section 526 of the Energy Independence and Security Act. "This amendment is not about alternative fuels versus conventional fuels, or securing oil from our largest supplier, or even the thousands of jobs and billions of dollars that could potentially be generated in the process," Conaway said. "It is really about the Department of Defense and their mission: defending liberty and protecting freedom both at home and abroad." The move deals a hard blow to biofuel producers. DOD's aggressive alternative energy goals represent an enormous opportunity for those companies trying to scale up and lower the price of their fuels. Without Section 526, they face an uphill battle in winning lucrative DOD contracts.


Key to prevent rising food prices and famine
Hornby, ’12 (Catherine, 8/10/12, http://www.huffingtonpost.com/2012/08/10/us-should-change-biofuel-_n_1764735.html,  )

The U.N.'s food agency stepped up the pressure on the United States on Friday to change its biofuel policies because of the danger of a world food crisis, arguing the importance of growing crops for food over their use for fuel. Global alarm over the potential for a food crisis of the kind seen in 2007/08 has escalated as drought in the U.S. midwest has sent grain prices to record highs, fuelling a 6 percent surge in the UN Food and Agriculture Organisation's July food price index. The FAO's Director-General Jose Graziano Da Silva wrote in the Financial Times on Friday that competition for a U.S. corn crop that has been ravaged by the worst drought in 56 years was only going to intensify. "Much of the reduced crop will be claimed by biofuel production in line with U.S. federal mandates, leaving even less for food and feed markets," he wrote in an editorial. "An immediate, temporary suspension of that mandate would give some respite to the market and allow more of the crop to be channelled towards food and feed uses," he said in the high profile yet indirect message to Washington. Under the five-year-old Renewable Fuels Standard (RFS), U.S. fuel companies are required to ensure that 9 percent of their gasoline pools are made up of ethanol this year, which means converting some 40 percent of the corn crop into the biofuel. The U.S. Department of Agriculture on Friday slashed its estimates for the size of the corn crop by more than expected, sending corn futures prices, already up 60 percent since June, to a fresh all-time high. A mix of high oil prices, growing use of biofuels, speculation on commodity markets and export restrictions pushed up prices of food in 2007/08, sparking violent protests in countries including Egypt, Cameroon and Haiti. David Hallam, director of the FAO's trade and markets division, told Reuters that biofuels policies needed to become more flexible to help prevent new food crises developing. "One idea is you have some kind of price trigger so that as maize prices rise then the mandates adjust," he said, adding that the FAO wanted to reopen debate on biofuels policies. WAIVER The FAO has joined a growing and diverse chorus calling for an unprecedented waiver or suspension of the RFS. This week, 25 U.S. Senators urged the Environmental Protection Agency (EPA) to adjust the mandate, while the chief executive of grains giant Cargill said the free market should dictate biofuels use. Livestock producers, which are forced to bid against ethanol producers to secure costlier grain for feed, were first to ask for relief. However, the EPA has yet to receive an official petition for a waiver, which can only come from a fuel blender or a state governor, according to the legislation. FAO officials have warned of the potential for a food crisis to develop if countries resort to the kind of export restraints and panic buying that aggravated price surges in 2007/08. "It is vitally important that any unilateral policy reactions from countries, whether importers or exporters, do not further destabilise the situation," Graziano Da Silva wrote in the newspaper. Charity Oxfam has warned that rising food prices could drag millions of people around the world into conditions of hunger and malnourishment, in addition to nearly one billion who are already too poor to feed themselves. While the RFS program faces growing criticism, it also has strong support from Farm Belt politicians in an election year and has been a core part of President Obama's energy plan. Some say suspending it would do little to relax demand. Waiving the mandate could have several unintended effects, such as dampening investment in cellulosic and other advanced biofuels that could cut dependence on food crops for making fuel, or damage the market for dried distillers' grains, an ethanol byproduct sold as a livestock feed. In 2008, Texas Governor Rick Perry petitioned the EPA to cut the mandate in half for that year. The EPA refused, but in doing so it made clear that future petitions would have to prove that the RFS itself was causing severe economic harm. 





Budget CP
Independent voters are the largest voting bloc --- spending kills support
Schoen 12. [Douglas, pollster for President Clinton, “The Forgotten Swing Voter” Politico -- February 8 -- http://dyn.politico.com/printstory.cfm?uuid=7ED8592F-2122-4A55-AA3B-C5460134BE4A]
Neither party focuses on issues that matter most to people: reviving the economy, promoting job creation, balancing the budget, reducing debt and taking on entitlements. Both Republicans and Democrats are virtually ignoring the concerns of swing voters, now close to 20 percent of the electorate, and independents, now at least 40 percent of the electorate and, according to Gallup, the single largest voting bloc. These two groups share similar interests. And both give Republican and Democratic leaders net negative ratings. Independents disapprove of how Obama is doing his job, 52 percent to 37 percent, according to a recent New York Times/CBS poll. Just 31 percent had a favorable opinion of Obama, with two-thirds saying he has not made progress fixing the economy. Six in 10 independents say Obama does not share their priorities for the country. The president’s improved standing in the recent Washington Post poll has probably been overstated and has more to do with Romney’s weakness than with some dramatic turnaround in Obama’s own numbers. A majority of independents still disapprove of his job performance and a clear majority of the electorate disapproves of his handling of the economy, his performance in creating jobs and his efforts to balance the budget. Independents have similar negative impressions of leading GOP presidential candidates Romney and Gingrich, according to a recent Washington Post poll. Independents look unfavorably on Romney, 51 percent to 23 percent, and have an unfavorable impression of Gingrich, 53 percent to 23 percent. Another ominous sign for Romney, still the presumed nominee, is that voter turnout decreased about 15 percent in Florida’s primary from four years ago, and almost 40 percent of the voters said they were not satisfied with the current field. It’s crucial the GOP candidates address these voter concerns. A recent national survey I conducted sheds light on who the swing voters are and what they want from government — which meshes closely with the independents’ policy preferences. I isolated swing voters by looking at those voters who supported Bill Clinton in an imaginary trial heat against Romney but didn’t support Obama in a trial heat against Romney. This came to 15 percent of the electorate. In a two-way race for president between Clinton and Romney, an overwhelming majority prefers Clinton, 60 percent to 24 percent. Meanwhile, between Obama and Romney, voters split almost evenly — with Obama at 45 percent and Romney at 43 percent. A detailed assessment of swing voters shows that they are not liberal Democrats. Over three-quarters (76 percent) are moderates or conservatives, and close to two-thirds (65 percent) are Republicans or independents. Slightly less than half (49 percent) are Southerners. This data underscore the voters’ desire for politicians who advocate for bipartisanship and coalition-building in a polarized country. The substantial degree of support for Clinton versus Romney shows that the more bipartisan, centrist and fiscally conservative the appeal, the broader the support. A Third Way survey conducted after the midterms supports my findings. Sixty percent of voters who supported Obama in 2008, but voted Republican in 2010, feel that Obama is too liberal. About 66 percent say that Obama and the Democrats in Congress tried to have government do too much. A USA Today/Gallup Poll released late last year also shows that the electorate believes Obama is too far left ideologically. Americans were asked to rate their own ideology as well as that of the major presidential candidates on a 5-point scale. Most rated themselves at 3.3 (slightly right of center), and Obama at 2.3 (left of center) — further away than all other major presidential candidates. A majority of Americans, 57 percent, see Obama as liberal, while only 23 percent see him as moderate. Indeed, recent polling shows that independents want to rein in the size and scope of government. Gallup reports that 64 percent of independents say Big Government is the biggest threat to the country. Which may be one reason for Santorum’s growing support. Three-quarters are dissatisfied with the size and power of the federal government, while just 24 percent are satisfied. Other polling shows that these voters want policies that emphasize economic growth and budget reduction. In the wake of the crippling economic downturn, 82 percent believe it is extremely or very important to expand the economy, according to recent Gallup polling. Seventy percent say the federal budget deficit should be cut by a combination of spending cuts and modest tax increases — with many polls showing these voters feel spending cuts are key. Independents do not support more government spending. My polling last year shows independents believe government should refrain from spending money to stimulate the economy, given the large deficit we face, 62 percent to 24 percent. Independents, according to Gallup, are looking for government to expand the economy (82 percent), and promote equality of opportunity (69 percent). They are not looking for government to promote equality of outcome, since just 43 percent say they want to reduce the income gap between the rich and the poor. By 50 percent to 47 percent, they say the divide between the rich and the poor is an acceptable part of the economic system. So it’s clear what these voters are looking for, and also that neither party is addressing their concerns. To be sure, independent voters want conciliation and compromise. Some are more conservative and market-oriented. Others are ready to accept government stimulus spending for our economic recovery. But all share the desire for economic growth, job creation and a path to fiscal stability. The two parties cannot continue to ignore swing voters. Without them, it will be difficult, if not impossible, to win in November. Moreover, to win without addressing their concerns will almost certainly promise four more years of the same gridlock.

The CP is the problem – hamstrings our ability to respond to unplanned costs
Freed ’12 (Josh Freed, Vice President for Clean Energy, Third Way, “Improving capability, protecting budget”, http://energy.nationaljournal.com/2012/05/powering-our-military-whats-th.php, May 21, 2012)

. As Secretary Panetta recently pointed out, he’s facing a$3 billion budget shortfall caused by “higher-than-expected fuel costs.” The Department’s energy costs could rise even further if action isn’t taken. DOD expects to spend $16 billion on fuel next year. The Energy Information Administration predicts the price of oil will rise 23% by 2016, without a major disruption in oil supplies, like the natural disasters, wars, and political upheaval the oil producing states have seen during the last dozen years. Meanwhile, the Pentagon’s planned budget, which will remain flat for the foreseeable future, will require significant adjustment to the Department’s pay-any-price mindset, even if sequestration does not go into effect. Unless energy costs are curbed, they could begin to eat into other budget priorities for DOD. In addition, the Pentagon’s own Defense Science Board acknowledges that using energy more efficiently makes our forces more flexible and resilient in military operations, and can provide them with greater endurance during missions. 







Kazakhstan 

Powers will cooperate - contains the impact - empirically proven
Collins and Wohlforth 4 (Kathleen, Professor of Political Science – Notre Dame and William, Professor of Government – Dartmouth, “Defying ‘Great Game’ Expectations”, Strategic Asia 2003-4: Fragility and Crisis, p. 312-313)

Conclusion The popular great game lens for analyzing Central Asia fails to capture the declared interests of the great powers as well as the best reading of their objective interests in security and economic growth. Perhaps more importantly, it fails to explain their actual behavior on the ground, as well the specific reactions of the Central Asian states themselves. Naturally, there are competitive elements in great power relations. Each country’s policymaking community has slightly different preferences for tackling the challenges presented in the region, and the more influence they have the more able they are to shape events in concordance with those preferences. But these clashing preferences concern the means to serve ends that all the great powers share. To be sure, policy-makers in each capital would prefer that their own national firms or their own government’s budget be the beneficiaries of any economic rents that emerge from the exploitation and transshipment of the region’s natural resources. But the scale of these rents is marginal even for Russia’s oil-fueled budget. And for taxable profits to be created, the projects must make sense economically—something that is determined more by markets and firms than governments. Does it matter? The great game is an arresting metaphor that serves to draw people’s attention to an oft-neglected region. The problem is the great-game lens can distort realities on the ground, and therefore bias analysis and policy. For when great powers are locked in a competitive fight, the issues at hand matter less than their implication for the relative power of contending states. Power itself becomes the issue—one that tends to be nonnegotiable. Viewing an essential positive-sum relationship through zero sum conceptual lenses will result in missed opportunities for cooperation that leaves all players—not least the people who live in the region—poorer and more insecure. While cautious realism must remain the watchword concerning an impoverished and potentially unstable region comprised of fragile and authoritarian states, our analysis yields at least conditional and relative optimism. Given the confluence of their chief strategic interests, the major powers are in a better position to serve as a stabilizing force than analogies to the Great Game or the Cold War would suggest. It is important to stress that the region’s response to the profoundly destabilizing shock of coordinated terror attacks was increased cooperation between local governments and China and Russia, and—multipolar rhetoric notwithstanding—between both of them and the United States. If this trend is nurtured and if the initial signals about potential SCO-CSTO-NATO cooperation are pursued, another destabilizing shock might generate more rather than less cooperation among the major powers. Uzbekistan, Kyrgyzstan, Tajikistan, and Kazakhstan [The Stans] are clearly on a trajectory that portends longer-term cooperation with each of the great powers. As military and economic security interests become more entwined, there are sound reasons to conclude that “great game” politics will not shape Central Asia’s future in the same competitive and destabilizing way as they have controlled its past. To the contrary, mutual interests in Central Asia may reinforce the broader positive developments in the great powers’ relations that have taken place since September 11, as well as reinforce regional and domestic stability in Central Asia.

None of the great powers would risk an all-out war - the region serves no strategic importance
Collins and Wohlforth 4 (Kathleen, Professor of Political Science – Notre Dame and William, Professor of Government – Dartmouth, “Defying ‘Great Game’ Expectations”, Strategic Asia 2003-4: Fragility and Crisis, p. 312-313)

Although Central Asia’s strategic salience has been on the rise, the major powers’ strategic priorities lie elsewhere. For each of the three major outside players, bilateral relationships with the others are far more important than any stake they hold in Central Asia. As the chapters on China and Russia in this volume stress, the most pressing grand strategic objectives of China and Russia remain economic development and modernization. While both are animated by a quest for great power prestige, the current consensus among officials in both capitals is that for the foreseeable future prestige concerns must take a back seat to the drive for modernization whenever the two aims come into conflict. Moreover, for China, Russia, and the United States, more immediate strategic concerns put other regions above Central Asia in their hierarchy of interests. The U.S. war on terrorism has already shifted to the Persian Gulf. Russia’s most pressing security concerns remain in Chechnya and the Caucasus, while China remains focused on Taiwan. Developments in Central Asia are, of course, related to the powers’ most pressing immediate strategic concerns to a greater (Russia) or lesser (U.S., China) degree, but in no capital can zealous officials or policy advocates make the case that any outcome in the region is pivotal to the country’s core security.


Mexico

Mexico’s economy low now – inflation
Reuters ’12 (9/28 http://www.reuters.com/article/2012/09/28/mexico-economy-sanchez-idUSL1E8KS9Z820120928?type=marketsNews)

Mexico's worsening inflation outlook is 'worrisome' and the central bank will act if it sees the trend becoming entrenched, Banco de Mexico board member Manuel Sanchez said on Friday.¶ Inflation has accelerated to its highest level in 2-1/2 years and while policymakers expect the jump to be temporary, they are determined to head off generalized price pressures.¶ In a speech to a chapter of the United States-Mexico Chamber of Commerce in New York, Sanchez said Mexico was vulnerable to risks such as slowing U.S. industrial production, a sudden stop in capital inflows and further euro zone troubles.¶ But despite concerns about growth, private sector economists forecast inflation to exceed the central bank's 4 percent ceiling for the rest of the year, he said.¶ "The worsened scenario is worrisome, as inflation imposes a significant cost on society," Sanchez said, adding that the central bank would act if it saw serious inflation risks.¶ The Banco de Mexico targets inflation of 3 percent, with a one percentage point tolerance zone on each side.¶ Inflation has overshot 4 percent in recent months, hitting 4.73 percent in early September as prices of fresh produce spiked on bad weather and an outbreak of avian flu.


Mexican economy is resilient
FA 8 (Financial Advisor, “Take It Juan Day At A Time”, 6-12, Lexis)

In Mexico, the government is also planning to spend a vast amount of money, some $230bn, on motorways, railways, airports, electricity, oil refineries and oil production between now and 2010, with $50bn being invested this year alone. Despite the high exposure to the US economy, Mexico's resilience has surprised analysts that were expecting a significant slowdown. During the last US recession of 2000, Mexico was badly hit because its economy lacked drivers other than exports to the US. Today, the Mexican economy is much more balanced, banks have started to lend and solid finances are allowing the government to have counter-cyclical fiscal in place, using the windfall from oil revenues for social spending and infrastructure investing. At present we are finding compelling investment opportunities on the Mexican wireless, infrastructure and housing sectors.

No collapse – the U.S. will bail out Mexico to prevent a depression – empirically proven
Economist 8 (“Mexico’s Resilient Banks”, 5-3, Lexis)

AFTER the 1994 peso crash, the risk of Mexico's difficulties spilling over into America was considered so great that the Clinton administration helped bail out its southern neighbour. In the first quarter of 2008, the boot was on the other foot, though the scale was entirely different. Now it was the turn of Banamex, one of Mexico's two largest banks, to help out Citigroup,  [image: Description: Description: Click for Enhanced Coverage Linking Searches]its crisis-stricken parent. Banamex provided $453m of the $1.1 billion Citi  [image: Description: Description: Click for Enhanced Coverage Linking Searches]earned in net income from its overseas operations between January and March (Citi  [image: Description: Description: Click for Enhanced Coverage Linking Searches]lost $5.1 billion overall). You could almost hear Vikram Pandit, Citi [image: Description: Description: Click for Enhanced Coverage Linking Searches]'s new chief, mutter "Gracias, compadre."


Econ – Oil Shocks

Prices are too high – causes global recession 
Ebner ’12 (David, Skyrocketing oil puts recovery at risk, 8/23/12, http://m.theglobeandmail.com/globe-investor/skyrocketing-oil-puts-recovery-at-risk/article578423/?service=mobile)

Oil has cracked $100 (U.S.) a barrel for the first time since the global economic implosion in 2008, sparking new fear that the crucial commodity will undercut the recovery around the world. Oil - which has shot higher because of the uprising in Libya - threatens several important and fragile corners of the economy. Airlines are bracing for higher costs and worry that people will fly less, or not at all. As the price of gasoline rockets higher, it brings trouble to auto makers just as they regain their balance after multibillion-dollar bailouts. Loonie up sharply, even as crude retreats Uprisings fail to slow oil stocks Oil industry sees Mideast turmoil as catalyst to crank up Gulf of Mexico As vulnerable sectors are buffeted, the shock ripples through the rest of the economy: transportation industries from trucks to trains try to pass costs on to shippers, who then try to load the extra weight on consumers' final bills. "It's a new and unwelcome risk," said economist Douglas Porter of BMO Nesbitt Burns. "Oil has a long and storied history of causing serious problems for the global economy, and the United States economy in particular. But it's not the short-lived spikes - it's the sustained periods of major increases." While Libya is a relatively small oil producer - it pumps only about two-thirds of Canada's output - traders are concerned about other oil-rich countries descending into chaos and taps going dry. On Wednesday, the Libyan leader was preparing to make a final stand with his last remaining supporters as cities and towns around the capital were falling to opposition protesters and foreign countries scrambled to evacuate thousands of citizens. On Thursday, Brent crude jumped as much as $8.54 a barrel to a peak of $119.79. Brent has risen around 15 per cent in four days. U.S. oil was trading as high as $100.78 at 7 a.m. ET. The darkest forecasts are starting to factor in the ongoing civil unrest. An analyst at the brokerage Nomura on Wednesday said oil could leap past $200 a barrel if oil production in Libya and neighbouring Algeria was completely halted. The figure is far beyond oil's peak near $150 in 2008. That price strained some sectors of the global economy, which compounded the subsequent financial crisis when bad housing loans nearly destroyed U.S. banks. All together, it led to recession. A long period of high oil prices would sink the world's economies and plunge the fragile global economy back into recession, said Nobuo Tanaka, chief of the International Energy Agency, a policy adviser to Western countries. "If $100 continues through 2011 - we call it the oil burden - this will create the same level of crisis as in 2008," Mr. Tanaka told Reuters in an interview. The potential economic damage was clearly visible in the stock markets on Wednesday. Share prices plunged 7 per cent for United Continental airlines in the United States, and Air Canada stock fell 4 per cent. General Motors was down 3 per cent, and auto parts makers also lost ground. In Canada, the average price of gasoline has climbed to $1.15 (Canadian) a litre, 10 per cent higher than a year ago, according to statistics compiled by Kent Marketing. The current price is also higher than at the same point in 2008, the year gasoline reached a record $1.40 a litre in the middle of July, peak driving season. Beyond oil, food prices have also soared. The cost of staples such as wheat and corn is dangerously high, the World Bank said this week, particularly for poor countries. Economists in general are warning of a "twin commodity shock" that would force people in rich and poor countries to pay more for fuel and food and slash the kind of discretionary spending that has bolstered the economic recovery. A Reuters tally suggested about 400,000 barrels of oil in Libya - a quarter of the country's production - have been cut off. Saudi Arabia, the world's No. 2 oil producer behind Russia, has tried to calm consumers, insisting it has enough oil in reserve to replace any lost production. Saudi Arabia produces about 8.3 million barrels a day now, with spare capacity of about four million barrels. While battles rage in Libya, and countries on the Saudi border such as Bahrain and Yemen face their own upheavals, experts don't see the democracy movement spreading to Saudi Arabia. 


Makes recession the most probable impact – biggest internal links
Devol ’12 (Ross, chief research officer at the Milken Institute, a non-partisan, independent economic think tank, he is also author of “Jobs for America: Investments and Policies for Economic Growth and Competitiveness” The $110 Effect: What Higher Gas Prices Could Really Do to the Economy, 3/13/12,  http://www.theatlantic.com/business/archive/2012/03/the-110-effect-what-higher-gas-prices-could-really-do-to-the-economy/254386/)

[bookmark: _GoBack]Rising oil and gasoline prices are once again threatening the U.S. economic recovery. It is no surprise that the root cause is geopolitical turmoil in the Middle East - this time related to Iran's nuclear ambitions and potential disruptions in oil supply At this point, it is the threat of Iranian oil supplies being removed from the market that is pushing prices higher. Saber rattling by Iran is contributing to the speculative price spike, perhaps a key strategy to maximize its oil revenue even with weaker volumes. West Texas Intermediate (WTI, the leading benchmark in U.S. oil pricing) passed the $100 threshold and crossed $110 per barrel briefly. Brent crude, the other pricing marker, surpassed $120 per barrel. Rising oil prices will harm U.S. economic growth. But what is the likely magnitude? Higher oil prices have played a role in U.S. recessions since 1973. But correlation doesn't necessarily translate into causation. Causation depends on a number of factors and transmission through the economy and, most importantly, whether the Federal Reserve tightens monetary policy in respond to higher oil prices. Furthermore, the impact is conditional on expectations of whether the price increase is transitory or longer lasting. Consumers. As higher oil prices manifest themselves in downstream prices of gasoline, diesel and other refined petroleum products, they force consumers to shift discretionary spending away from big-ticket purchases of autos, furniture and appliances. Higher oil prices also crimp consumer purchases of nondurables--if you're paying more at the pump, you've got less to spend on shoes, dining out and going to the movies. In many respects, higher oil prices act as a tax on consumers, and most of those dollars move out of the United States. Consumer demand for gasoline is the biggest end-use category. American consumers purchased 172.2 billion gallons of gasoline in 2011, spending just over $400 billion, excluding federal and state taxes. Each 50 cent increase in the price of gasoline adds almost $60 billion to annual consumer bills, roughly the spike over the past few weeks. In the short-term, the price elasticity of demand for gasoline is fairly inelastic (not sensitive). The most immediate response is for consumers to alter their behavior. Households reduce their leisure driving and use more public transportation. Additionally, consumers shift more transportation fuel purchases to alternatives such as a higher blend of ethanol. Consumers have adjusted their spending patterns on gasoline since the 2007 spike in prices. On a per capita basis, consumer demand has fallen from 610 gallons in 2006 to about 550 at the end of 2011 (see chart), a reduction of almost 10 percent. Overall, consumption of gasoline is down by nearly 7 percent over the same period. Businesses. Escalating oil prices also feed into the economy through higher input costs for energy-intensive firms. Supply chains spread the cost throughout the economy as businesses that consume lots of oil attempt to raise their prices in an effort to maintain profit margins. For example, higher oil prices increase the production cost of fertilizers and food processing and are passed on to consumers as higher prices at the grocery store. As these cost increases ripple across multiple supply chains, they can push core inflation higher - if the oil price increase is sustained. It is not only good short-term news that consumers have cut their purchases of gasoline since the 2007 jump in prices; it's even better long-term news for the broader economy. As the chart above shows, the U.S. economy doesn't require as much oil to produce a given level of GDP as it did prior to the first oil price shock (OPEC I) in 1973-74. Oil consumption (average barrels per day) per $1 million of real GDP dropped from 3.34 in 1975 to 1.46 in 2010, a 56.2 percent drop. A confluence of factors contributed to this, ranging from the introduction of more energy-efficient capital equipment and transportation vehicles to natural gas replacing oil in electricity generation. Oil accounts for miniscule share of electricity generation (less than 1 percent), the biggest reduction of any end-use segment since OPEC I. In post-World War II recessions, the Fed had either been tightening monetary policy (raising interest rates) prior to the onset of the recession or did so immediately after the spike in oil prices. Rising inflation-adjusted interest rates provided an additional channel through which the oil shock was transmitted to the real economy (the part of the economy producing goods and services). For example, the real fed funds rate hit 4.5 percent in 1973 and 9.3 percent in 1981. With a weak recovery after the Great Recession, and slack in labor and product markets, the Fed simply won't engage in such a highly restrictive monetary policy stance. Today, the Fed would likely move to implement a third round of quantitative easing in reaction to a spike in prices in an effort to boost the economy. Today's range of oil prices are not high enough to trigger a recession. To gauge the impact of the recent rise in oil prices, I used a dynamic macroeconomic model of the U.S. economy. By raising oil prices from $95 to $105 in the simulation, we gain an estimate of the broader impacts on the U.S. economy. The results show a relatively small impact. A $10 oil price increase, sustained over four quarters, decreases real GDP growth by 0.2 percentage point. The impact on consumption spending is twice as large: 0.4 percent. Investment growth falls by just 0.2 percent as IT equipment and software aren't as sensitive to rising oil prices. Higher oil prices would reduce growth in non-oil-producing developing countries such as China and India, cutting U.S. export growth by 0.3 percent. The impact on exports isn't as large as you might anticipate, since large oil-producing countries (especially Canada and Mexico) eventually import more from the U.S. These impacts are shown in the table below. HAVE THE RULES CHANGED? Some observers suggest that there may be an important psychological trigger point at $100 per barrel level, where consumer confidence falls further than the incremental $10 increase in price might precipitate, resulting in postponement in discretionary purchases based on fears that prices could go even higher. A standard macroeconomic model may not capture that response. There's some evidence that this happened in 2008, but it's difficult to discern with any statistical precision. However, there is some statistical evidence demonstrating that consumer confidence is harmed when the price of gasoline crosses a dollar threshold; for example, moving from $3.55 to $4.05 per gallon. This might push the impact of an incremental $10 increase in oil prices to 0.3 percent off of real GDP growth if that threshold price is passed. Another $5-7 increase in oil prices would move the national average gasoline price above $4.00 a gallon. Based upon the structure of today's U.S. economy, an increase in WTI to $150 per barrel and $170 for Brent are necessary before the probability of a U.S. recession reaches 50 percent. However, rising oil prices, in combination with other adverse developments such as further deterioration in Eurozone economies or a harder landing in BRIC nations, leave the U.S. vulnerable to weaker growth or outright recession. If U.S. real GDP growth dips to 1.0 percent, job growth could stagnate.
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