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Cheatonomics: Paul Krugman and the US GDP
by Dr. Alexander Dill, whatiseconomy.com

In an Op-Ed comment in New York Times on August 28th Nobel Prize Winner Paul Krugman surprised us with a new perspective: he considers the estimated $ 9 Trillion surplus US-debt over the next decade not as too high but rather as too low. According to Krugman Obama should even spend more to revitalize the US economy. So were we wrong while  believing that the so called World Financial Crisis was caused by debts mutually multiplying  themselves like rabbits?
At the end of 2008 Krugman attacked Germany’s cancellor Merkel for not spending enough money on rescuing her national economy. In his latest comment Krugman argues that even with that new debts the United States will not reach a GDP-debt ratio of more than 70 per cent in 2019. He claims that Belgium (118 per cent) and Italy (114 per cent) even had a worse ratio but none of them tumbled into a financial crisis.
I  call this argumentation a risky bet on the reliability of the US GDP. What, if the GDP had, in fact, already been significantly lower for decades, if the composition of the US GDP was part of a giant cheatonomics fraud, empowered by economic science? That is not a rhetoric question at all.  More than 80 per cent of the turnover of the US IT-industry have been integrated into the US GDP by using the so called “Hedonic pricing” scheme. That means: If a computer with 500 MB working space was $500.- in 1999 and still available at a prize of $500.- in 2009, but now features 5 GB at triple speed, his price increases the GDP to an incredible $ 2.500.- after some years.
If the US is conducting wars in Iraq and Afghanistan with costs of several trillion Dollars (see the estimate of Joseph Stiglitz) completely fundraised through new debts, the US GDP is growing 3 per cent every year. 

The US are accomodating 1.5 million prisoners in a fast growing prison industry, more than China and Europe together: great, that boosts the US GDP! Exxon’s and McDonalds worldwide turnovers that are spent all over the world, push the US GDP.
If we downsize the US GDP to the basic activities of a real national economy such as GM, Apple, Adobe and the Yellowstone Park and eliminate hedonic pricing, if we ignore the Trillion spend on military projects  and wars per year, we surely will see a negative result. In fact the US has debts of 150 of it’s GDP, not of 60 per cent. This is bad news also for the Human Development Index, which was intended to look behind the GDP, because it still contains the fake GDP. But don’t worry: even the European activities “beyond GDP” – that was the title of a conference in 2007 – have been completely abandoned after the financial crisis. Now every state needs to rely on his  fake GDP in order to be able to justify new debts and to avoid downgrading of its state securities. By the way: according to the Bureau of the United States Department of the Treasury on December 31st 2008 an amazing 40 per cent of all US debts were so called Intragovernmental Bonds. Let's speak it out frankly: creditor and debitor are identical. So there won't be a problem to add another $9 Trillion during the next decade.
But do all economists have to adopt this religious belief in cheated figures of debts and GDP?
P.S. Please send the Nobel Prize for Economy to my bank account at UBS Switzerland.
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