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PUBLIC POLICY COUNCIL News Briefing Sept. 17, 2010  |  contact: Nan Nelson (920) 593-3418
LOCAL

Economic Development:

· Green Bay employers added 800 jobs between July 2009 and July 2010, and along with fewer people being counted in the labor force, drove the unemployment rate down to 7.2%, the state Department of Workforce Development said August 25.  The unemployment rate for the Green Bay Metropolitan Statistical Area, which includes Brown, Kewaunee and Oconto counties, was down from 7.6% in June and from 8.5% in July 2009. Unemployment in Brown County was 7.1%, down from 7.3% the previous month and 8.1% the previous July.   Statewide, unemployment was 7.8%, down from 8.1% the month before and 8.8% the year before. The national unemployment rate is 9.7%.  [Press-Gazette]

· Wind turbine siting rules approved August 30 by the Wisconsin Public Service Commission likely will have little impact on a Chicago-based company's attempts to build a 100-turbine wind farm in southern Brown County.  The PSC established guidelines for local governments to set restrictions on projects less than 100 megawatts in generating capacity.  The Legislature can send the issue back to the PSC for changes or it can accept the commission's decision by taking no action.  Because the Ledge Wind project proposed by Invenergy LLC in the towns of Morrison, Holland, Glenmore and Wrightstown would exceed 100 megawatts, it comes under state regulation directly.  Invenergy officials had said they would wait for the new siting rules before resubmitting their application because they believed the rules might affect their project. Invenergy expects to resubmit its application soon. The company’s efforts to build the wind farm are being opposed by a citizen's group, Brown County Citizens for Responsible Wind Energy, that claims Invenergy's plan poses a health risk to property owners nearby. Some highlights of the rule for wind farms less than 100 megawatts:

· Wind energy system owners have to give 90 days notice about the filing of their turbine proposal to landowners within 1 mile of a proposed location.

· Local governments could limit wind farms to not be louder than 45 decibels during nighttime hours and 50 decibels during daytime hours. Normal conversation and background radio noise is rated at 45 decibels. The noise limits will be measured from the outside wall of nonparticipating residences and occupied community buildings.

· Local governments could require wind energy system owners to provide monetary compensation to landowners who won't have turbines on their property but are located within one-half mile of a site. Local officials may not require these payments for nonparticipating landowners to exceed 25% of the payments being made to a landowner hosting a wind turbine in the project.

· Local officials can require wind energy systems to be sited and operated in a manner that does not cause more than 30 hours per year of shadow flicker for nonparticipating residences or occupied community buildings. If a wind energy system causes more than 20 hours per year of shadow flicker, local officials can require the wind energy system owner to install mitigation measures for affected landowners, at the expense of the wind turbine owner.

· The rules establish complaint resolution requirements for wind energy system owners, and a process for requesting political subdivision review of unresolved complaints. A local decision on review of a complaint can be appealed to the PSC.

· Local officials can impose minimum safety setbacks of 1.1 times the maximum blade tip height of a wind turbine for participating residences, non-participating property lines, public road rights-of-way, and overhead communication and electric transmission or distribution lines. Setbacks of up to 3.1 times the maximum blade tip height of a wind turbine may be established for nonparticipating residences and occupied community buildings.  [Press-Gazette]
Environment:  

Lisa Jackson, administrator for the Environmental Protection Agency announced on September 7 that Brown County will receive more than $4.2 million in grants as part of the Great Lakes Restoration Initiative.  Of the money coming to Brown County: $2 million is for soil capping on Renard Isle with about 225,000 cubic yards of dredge material; $1.5 million is to restore the Cat Island chain with construction of a 2.5-mile barrier in the lower bay to protect wetlands surrounding Duck Creek; $396,000 is to restore pike habitat on the west shore of the bay; and $377,000 is to prevent erosion near Baird Creek by installing a buffer that will reduce agricultural runoff into the creek. [Press-Gazette]
Government Efficiency and Cooperation:

The Brown County Board's decision about issuing $5 million in bonds to pay for the relocation of the sheriff's department to the former S&L Motors site in Bellevue likely will go down to the wire.  County Executive Tom Hinz and board Chairman Guy Zima, who both support the move, need to pick up five votes to reach the required 20 votes to win approval for the bonding at the board's meeting in October.  Last month, the board voted 15-9, with two supervisors absent, to support the purchase of the site. [Press-Gazette]
Transportation:

· The county's Planning, Development and Transportation Committee approved (4-1) the reconstruction of Brown County GV into a four-lane divided road in Ledgeview and Bellevue for the second time on August 30. This time, the plan comes along with the approval of both municipalities. On September 15, by a vote of 17-7, the County Board delayed final approval to move forward with construction in 2011 until its October meeting so that Bellevue officials can see the final project plan. Work on the stretch of roadway between Hoffman Road and Brown County G could be paired with construction of a roundabout at County G and GV.  [Press-Gazette]
· The new Wrightstown bridge crossing the Fox River will be built south of the current bridge, and construction is set to start in 2014, the Wisconsin Department of Transportation announced on August 31.  [Press-Gazette]
STATE

Business and Economic Development:

· Wisconsin has lost 155,200 jobs since the December 2007 start of the recession, according to a paper to be published September 6 by the Center on Wisconsin Strategy.  Researchers at the nonprofit think tank based at the University of Wisconsin-Madison document the recession's impact, as well as longer-term job trends, in a biennial survey, "The State of Working Wisconsin 2010." The report found that one in four manufacturing jobs in the state was lost during this decade.  While the state's unemployment rate stood at 7.8% in July, researchers said that fully 15% of the labor force was underemployed. The underemployment figure includes the unemployed, those who have given up the job hunt and part-time workers unable to secure full-time employment.  Wisconsin's hourly median wage in 2009 was $15.87. Adjusted for inflation, the wage was less than $1 per hour higher than it was in 1979.  [Journal Sentinel Online]
· Titled “Be Bold Wisconsin: The Wisconsin Competitiveness Study”, this independent, non-partisan study was completed through a partnership comprised of Competitive Wisconsin, Inc., the Wisconsin Economic Development Association, and the Wisconsin Counties Association. The study was administered by the Wisconsin Economic Development Institute.  The study’s purpose was to provide an in-depth analysis of the state of Wisconsin’s business climate and to produce a strategy for improving the state’s competitiveness, leading to a better climate for business growth and job creation.  The recommendations that came out of this study serve as the foundation for achieving two bold yet attainable goals: 
1.  Wisconsin will rank among the top 10 states for starting a business by 2016 (currently Wisconsin ranks 28th according to the Kauffman Index of Entrepreneurial Activity) 

2.  Wisconsin will rank among the top 10 states for expanding a business by 2016 (currently ranked 29th according to a CNBC Ranking in May 2010) 

“Be Bold Wisconsin” sets forth a plan to achieve these goals with the following nine recommendations:
· Reposition Wisconsin’s brand through reinvention and a targeted campaign. 

· Align statewide economic development strategies, educational programs, and public/private stakeholders around the common outcome of improving and sustaining Wisconsin’s economic health. 

· Provide proactive business retention efforts. The study outlines several ways in which business retention efforts can be improved within the state. 

· Create innovation programs aimed at capitalizing and deploying financial resources directly to companies, actively recruiting venture and angel capital firms into the state, and provide support for regional innovation clusters. 

· Reinvigorate Wisconsin’s business attraction capabilities. The study provides several solutions, including improving Wisconsin regulatory climate. 

· Deploy a statewide “Shovel-Ready” sites program with expedited permitting procedures. 

· Implement new incentives geared toward capital-intensive and startup projects. 

· Enhance technology applications to implement Wisconsin’s economic development strategy. 
Download the study here: http://www.competitivewi.com/Domains/competitivewi/Documents/Wisconsin%20Competitiveness%20Study.pdf  [Advance E-Wire]
Consumers:

A federal appeals court on September 3 reinstated Wisconsin’s 71-year-old minimum markup law on gasoline.  Siding with an association representing small gas station owners, the 7th Circuit Court of Appeals ruled the law that requires retailers to sell gas above cost does not encourage illegal price-fixing.  The court said Wisconsin’s as process track national trends ad are set by market forces. The court lifted an order imposed last year that put enforcement of the law on hold after a US District judge concluded it violated federal antitrust law and increased the price at the pump by up to 30 cents per gallon.  The appeals court overturned that decision.  The law requires retailers to sell gas for 6% above what they paid, or 9.18% above the average local wholesale price, whichever is higher.  Stores can go blow the minimum to match a competitor’s advertised price.  State regulators have rarely brought enforcement actions in recent years, but gas stations have taken advantage of the law to sue their rivals for violations.  [AP]   
Elections:

Voters in Wisconsin went to the polls September 14 in record numbers - an estimated 28 percent - to select statewide and legislative candidates for the November general election. Many of the state legislative races were open seats, with 23 legislators - three senators and 20 representatives - either retiring or seeking higher offices. The most closely watched race was the Republican gubernatorial primary election, where Milwaukee County Executive Scott Walker defeated former Congressman and current home builder Mark Neumann. Walker now faces the Democratic candidate, Milwaukee Mayor Tom Barrett in the general election.  In the lieutenant governor race, Assemblyman Democrat Tom Nelson will join Barrett on the ticket, while former TV news anchor Rebecca Kleefisch will join Walker on the Republican side. In the 7th Senate District in Milwaukee, where Milwaukee County Supervisor Chris Larson unseated Jeff Plale, a number of outside groups spent large amounts of money seeking to unseat Sen. Plale in favor of the more liberal Larson, blaming Plale for the demise of the climate change bill in the past legislative session.  At the federal level, Republican candidate for U.S. Senate, Ron Johnson, easily defeated his opponent, Watertown businessman David Westlake. Johnson will face Sen. Russ Feingold, who has held the seat since 1992.  In the 7th Congressional District, Republican Sean Duffy easily defeated his opponent, Dan Mielke, and will face State Sen. Julie Lassa (D-Stevens Point) in the general election to fill the vacant seat of longtime Congressman, Dave Obey. Another closely watched primary was in the 8th Congressional District, where Reid Ribble defeated his two opponents - Terri McCormick and State Rep. Roger Roth (R-Appleton). Reid faces Congressman Steven Kagen (D), who is considered vulnerable by many pundits.  [Hamilton Cosulting]
Environment:

· The WDNR is in the process of proposing six new administrative rules related to large water withdrawals statewide to implement the Great Lakes Compact and related legislation. The new laws and rules are the foundation for achieving Wisconsin’s goal of sustainable water use.  In June 2010, the Department held public hearings and received public comment on the first three rules. The Department considered the public comments and made revisions to the draft rules. The Department presented the final rule drafts to the Natural Resources Board for final adoption in August. A fact sheet briefly summarizing the purpose and key elements of the proposed rules can be found at: http://www.wnrmag.com/org/water/dwg/greatlakes/RulesFactsheet_August2010.pdf   Additional information can be found at http://dnr.wi.gov/org/water/dwg/greatlakes/rules.html.  [WDNR release]
· The Wisconsin Legislature has convened a special committee to study options for reducing the environmental impact of plastic packaging, which may include assessing a fee against manufacturers who package their products in plastic containers or film. The Legislative Council Special Committee on Single Use Plastics held its first two hearings on August 23 and 24 at the Capitol to hear testimony from experts in the plastics and recycling industries. The Committee will consider various policy ideas to be included in legislation that may be introduced next year.  One topic receiving significant discussion is implementation of “Extended Producer Responsibility,” or EPR. EPR is a controversial policy that has been implemented in a number of European countries and Canada. EPR assesses manufacturers or product brand-owners for the “end of life” cost of recycling or disposing of consumer goods. For example, an EPR law may assess a company a fee for every unit of production that is packaged in a plastic container or plastic film. The fee would be used to pay for recycling or disposal programs. Because the fee becomes internalized into the cost of the product, EPR regulations have been shown to increase the cost of consumer goods. EPR laws also raise questions with regard to interstate commerce, and the equitable assessment of fees among various entities in the supply chain.  The Committee is expected to meet again in mid October, according to Rep. Spencer Black (D-Madison) who serves as Chairman of the Committee. Additional information about the Committee’s work, including policy documents, is updated online at this web site maintained by the Legislative Council: http://www.legis.state.wi.us/lc/committees/study/2010/SUP/index.html [WMC Capitol Watch]

· Wisconsin lawmakers have allowed sweeping phosphorus regulations to take effect.  The state Natural Resources Board approved the rules in June. The state Legislature had until September 7 to object to them.  DNR officials say the rules could go into effect by early next year.  [Press-Gazette]

· In spite of business protests, a series of proposed air permit fee increases for construction permits were approved by the WDNR Board at is August meeting. These include increasing the "initial application" fee from $1,350 to $7,500. The new fees are much higher than those imposed by surrounding states (Minnesota, Michigan and Indiana do not even charge this fee, and Illinois’s fee is 50% less).  With less construction underway due to the Great Recession, fewer permits were being submitted for approval, and current staffing levels could not be maintained with existing revenue sources.  Unfortunately, the Department chose to raise fees rather than decrease expenses.  Once the fees are increased, they won’t go down when permitting activity rebounds.  [WMC briefing] 
· The WDNR Board also in August adopted regulations associated with the federal designation of the Forest County Potawatomi Community (FCPC) as a non-Federal Class I area. These regulations were modified in response to public comment from the Chamber and others. The rule now imposes new requirements on air emission sources with in a 62 rather than the proposed 74.25 mile radius of tribal properties, thus retaining the exemption for industrial sources throughout northeastern Wisconsin, including the Green Bay area that was established in the 1999 Memorandum of Agreement (MOA) between the State of Wisconsin and the Tribe. We wrote to the Department strongly urging it to revise the rule to reflect the actual terms of the MOA, and utilize the appropriate 62 mile concentric circle measured from actual FCPC properties of 80 acres or more located in Forest County.  [WMC briefing]
· The State Supreme Court will this session take up the case of Curt Andersen et al. v. Dept. of Natural Resources, 08AP3235.  This case involves a couple of issues surrounding a dispute between environmental groups and the Wisconsin Department of Natural Resources (DNR) over re-issuing a wastewater discharge permit for Fort James Operating Co in Green Bay. Specifically, the issue issues in the case are:

· Whether Wisconsin law (Wis. Stat. § 283.63) requires that contested issues be raised during the public comment period during rulemaking to preserve those issues for consideration during later proceedings; and 

· Whether the DNR lacks authority to determine whether a Wisconsin Pollutant Discharge Elimination System (WPDES) permit violates federal law.  [Hamilton Consulting]
Health Care:

The Wisconsin Legislature has created a Special Committee on Health Care Reform Implementation which is “to study and make recommendations on what changes should be made to Wisconsin’s statutes and administrative rules in response to recently enacted federal health care reform legislation.” The committee is “directed to study all aspects of the federal legislation that affect Wisconsin including insurance market reforms, coverage for uninsured persons, preventive care, taxation, quality improvement, and health workforce issues.” Representative Jon Richards (D-Milwaukee) and Senator Jon Erpenbach (D-Waunakee) are the study committee’s co-chairs. The committee held its first meeting on Thursday, August 19. Complete committee materials, including audio recordings, will be available on the study committee’s website: http://www.legis.state.wi.us/lc/committees/study/2010/REFORM/index.html. In addition, Wisconsin Eye is expected to broadcast many, if not all, of the committee’s proceedings and, on its website, to archive video recordings of the study committee’s proceedings.  [WMC Capitol Watch]
Labor and Workplace:

AB-831 / SB-585 Employee Communications – 2009 Wisconsin Act 290: On September 1 the Metropolitan Milwaukee Association of Commerce and Wisconsin Manufacturers & Commerce filed suit in federal court, calling the law unconstitutional. Named as defendants are Gov. Jim Doyle and Roberta Gassman, state secretary of Workforce Development. The law prohibits employers from retaliating against workers who refuse to attend mandatory meetings.   In their complaint, the business groups say federal labor law "expressly protects the right of employers to hold mandatory meetings and have other mandatory communications with employees" about whether workers should join a union. The National Labor Relations Board "has upheld this fundamental right of employers for more than half a century," the complaint says.  Regulating such matters is the province of the federal government, the complaint says. The Wisconsin law, it says, "establishes a stand-alone regulatory scheme that invades the exclusive jurisdiction of the NLRB."  The lawsuit also asserts that employers have "a First Amendment right to conduct mandatory meetings and have other mandatory communications with their employees" on unionization.  [Journal Sentinel Online]
State Budget & Spending:

A national report by associations of state governors and budget officers shows Wisconsin state government had one of the weakest financial positions going into the current recession and continues to be one of the most fiscally challenged states, according to an analysis by the Wisconsin Taxpayers Alliance (WISTAX). A June report from the National Governor’s Association and National Association of State Budget Officers used figures supplied by state budget officials to summarize the past and present condition of state finances. While 36 states had surpluses equal to 5% or more of spending at the end of 2008 after facing recession-induced budget problems, Wisconsin had a budget surplus equal to only 1% of spending.  Wisconsin’s reserves deteriorated in 2009 to 0.7% of spending ($90 million), and were below those in Illinois (2.1%), Iowa (8.7%), Michigan (2.1%), and Minnesota (2.7%). Looking ahead, Wisconsin’s estimated 2011 surplus of 0.3% is well below the US average (5.8%) and the estimated surpluses of 38 other states. When the brunt of the recession hit state budgets in 2010, Wisconsin was one of only three states to report spending increases of over 5% (Wisconsin’s numbers are prior to accounting for lapses). Among all 50 states, expenditures were cut an average of 6.8%, with 43 states reporting lower spending in 2010 than 2009.  Over the three years studied, states will have cut spending by an average cumulative amount of 6.7%, while Wisconsin’s pre-lapse spending increased 4.3%. Wisconsin’s raw dollar tax increases were larger than in all but five states, and two of those were California and New York. Wisconsin’s tax increases focused on individual and corporate income, and tobacco taxes. Wisconsin was one of 12 raising the individual income tax in 2010 and one of two increasing it in 2011. Six states cut the tax in 2010, and seven states did so in 2011. [WI Taxpayers Alliance]
Transportation:

· The state is steaming ahead with establishing a federal high-speed rail line, projecting it will commit $300 million this year - far more than the roughly $50 million in spending previously announced.  The project's price tag isn't changing. Instead, Gov. Jim Doyle's administration is hustling to move forward with the planned passenger rail line between Milwaukee and Madison, which Republicans say is an attempt to make it harder for the next governor to cancel. [Journal Sentinel Online]

· Voters in 51 of Wisconsin’s 72 counties will have the chance to vote in November on an advisory referendum to protect the state’s Transportation Fund from further raids. Specifically, the voters will be asked whether the Wisconsin Constitution should be amended to prohibit any further transfers or lapses from the segregated transportation fund. Such a constitutional amendment would require that transportation funds be used solely to fund Wisconsin's transportation systems and infrastructure. A proposed constitutional amendment requires adoption by two successive legislatures, and ratification by the people, before it can become effective.  The Chamber supports this initiative and supports such a constitutional amendment, and have joined the Finding Forward Coalition working for this end.  We have long argued funds collected for the Transportation Fund, e.g., motor vehicle fuel taxes and vehicle registration fees, should be spent only on transportation systems and infrastructure. According to the nonpartisan Legislative Fiscal Bureau, over the past decade, over $1.2 billion has been transferred from the Transportation Fund and spent elsewhere. Of the transferred amounts, approximately $800 million has been replaced with General Obligation bonds, resulting in a net loss to the Transportation Fund of approximately $400 million. In a nutshell, recent state budgets have raided the transportation fund, used the funds to increase general government spending, and then borrowed to largely replace the transportation funds.  [WMC Capitol Watch]
FEDERAL

Consumers:

The Senate is close to passing food safety legislation giving the Food and Drug Administration greater power to order recalls and to increase inspections of food facilities.  The House earlier passed a similar bill.  The House could soon take up a $4.5 billion Senate-passed child nutrition bill, promoted by the First Lady, that would create healthier standards for food served in schools.  [AP]
Economy:
· Private employers hired more workers over the past three month than first thought, lifting hopes for the weak economy. But the unemployment rate rose in August for the first time in four months as more people entered the market looking for work.  Overall, the economy lost 54,000 jobs as 114,000 temporary census positions came to an end. For the first time this year, the manufacturing sector lost jobs - down a net total of 27,000 for the month. State and local governments shed 10,000 positions.  The jobless rate rose to 9.6% from 9.5% in July. More than a half-million Americans resumed their job searches in August, which drove up the jobless rate.  Economic growth is likely to be so weak for the rest of this year that the jobless rate could keep rising and hit 10 percent in the coming months.  [Washington Post]
· The U.S. Navy said August 23 it is seeking additional information from the companies competing for the contract to build the next phase of ships in the Littoral Combat Ship program, and Lockheed Martin and Marinette Marine submitted its revised proposal on September 15.  They are facing off against Austal USA and General Dynamics for the Navy contract to build 10 warships under the next phase of the contract.  If Marinette Marine lands the contract, it could double the work force at the yard by the middle of 2013.  Indirectly, the contract could add 6,500 jobs in Wisconsin and Michigan among vendors and other businesses tied to the yard. The contract equates to about $4.8 billion worth of work at the yard for the 10 ships.  The Navy could eventually purchase as many as 55 ships that would be built over a 25- to 30-year period.  The Littoral Combat Ship is a vessel to carry out a number of different missions in coastal waters — including maritime interdiction, anti-submarine warfare and special operations support.  The service is in discussions with both companies and will request final proposal revisions from them soon. The Navy expects those proposals in September and required they remain valid for 90 days.  A decision could come sooner than the 90-day time frame.  [Press-Gazette]
· The Congressional Budget Office on August 24 estimated that the American Recovery and Reinvestment Act of 2009 (ARRA), also known as the economic stimulus package’s total impact over the 2009–2019 period will amount to $814 billion.  CBO estimated that in the second quarter of calendar year 2010, ARRA’s policies:

· Raised the level of real (inflation-adjusted) gross domestic product (GDP) by between 1.7 percent and 4.5 percent,

· Lowered the unemployment rate by between 0.7 percentage points and 1.8 percentage points,

· Increased the number of people employed by between 1.4 million and 3.3 million, and

· Increased the number of full-time-equivalent (FTE) jobs by 2.0 million to 4.8 million compared with what those amounts would have been otherwise. (Increases in FTE jobs include shifts from part-time to full-time work or overtime and are thus generally larger than increases in the number of employed workers.)

The effects of ARRA on output and employment are expected to gradually diminish during the second half of 2010 and beyond.  Find the complete report at: http://www.cbo.gov/doc.cfm?index=11706 
Energy:

· A massive coal ash spill at a Tennessee power plant two years ago has prompted the Environmental Protection Agency to propose designating coal waste as hazardous and requiring greater care and increased cost for its storage.  In addition, an environmental group is pushing to ban the use of ash and other coal combustion waste in cement, dry wall and other commercial products. Other groups don't think such waste should be used as fill for embankments or abandoned mines unless it's encapsulated to prevent it from leeching into groundwater.  Even if using recycled coal waste remains legal, designating it as hazardous would stigmatize it and cripple businesses that use it, officials from some of those businesses told members of a House committee.  And if coal waste is banned altogether, utilities would lose revenue from selling it and would have to pay to store it. Nationally, that would mean finding a home for about 60 million tons of coal combustion waste each year — about 44% of the total generated in 2008, according to a study by the American Coal Ash Association.  Wisconsin Public Service Corp. in Green Bay sold 60,385 tons of coal ash in 2009. It was used in the production of asphalt and concrete.  If coal ash was designated a hazardous substance and required to be landfilled, it would fill up eligible landfills "in a heartbeat," said Brian Bartoszek, environmental manager for WPS. "There are currently no hazardous waste landfills in Wisconsin, period. I think the closest are in Wayne County, MI and southern Illinois. It takes many years to site and develop a landfill."  Those costs would be passed on to utility consumers.  In announcing the proposed new rules, EPA initially said it wasn't seeking to make major changes in rules for reusing coal combustion waste. But it did ask for comments on "potential refinements." Many states and industry representatives stepped forward to urge the EPA to consider non-hazardous waste regulation under RCRA Subtitle D, which would protect the beneficial uses of fly ash while still mandating appropriate practices for storage and disposal.  As a result of those efforts in June the EPA’s proposed rule opted not to classify flay ash as hazardous.  A 90-day public comment period will run through September 20.  However, the agency has shut down part of its website that promoted reusing the waste.  Agency officials issued a written statement saying they still support "legitimate beneficial use of coal combustion residuals." Wisconsin Public Service stores the majority of its coal ash in silos before shipping it to buyers. That ash is fly ash, which is collected from power plant smoke stakes. It has a smaller amount of bottom ash, which is stored in ponds that are emptied on a regular basis, Bartoszek said. [Gannett, Precast Solutions]
· Lawmakers retreated to their districts in August having failed to consider an energy reform measure. But Senate Majority Leader Harry Reid (D-V) announced he may try to pass a bill requiring the use of renewable energy sources after the midterm elections are over.  Republicans and Democrats alike say the Senate could find support for a federal renewable energy standard in a so-called lame-duck session of Congress. Environmental advocates are pushing for it, and are calculating which lawmakers might vote for it once the risk of voter disapproval had passed.  Reid has two GOP senators in mind, but won't name them.  "Maybe, after the elections, we can get some more Republicans to help us," Reid said Tuesday.  Reid, however, would need more than just a couple of Republicans to pass a renewable energy standard, which would almost certainly raise electricity prices, particularly in the Southeast where wind and solar power is scarce.  Senate aides and energy reform advocates calculate Reid would need four Republicans in a post-election vote on a renewable energy standard, in order to compensate for disapproving Democrats.  But Democrats such as Lincoln may be more inclined to back a renewable energy standard if they fail to win re-election and want a job in the administration. Democrats may also feel pressured to pass the measure in the closing days of Congress if their party is facing a much less favorable congressional makeup in January, as pollsters are predicting. [San Francisco Examiner]

Environment:

· A group of powerful industry trade associations is urging House and Senate appropriators to delay looming Environmental Protection Agency climate change rules that the groups contend will harm the economy and block job creation.  Joint letters September 14 from two dozen groups — including the U.S. Chamber of Commerce, the American Petroleum Institute, the National Mining Association and the National Association of Manufacturers — argue that “the appropriations process can ensure that the potentially damaging impacts of EPA’s rules are postponed for a two or three year period pending Congressional action.”  The groups oppose rules slated to take effect beginning early next year to limit greenhouse-gas (GHG) emissions from power plants and other large stationary sources, and the letters express concern that burdensome regulations could eventually apply to a large swath of the economy. More than 30 environmental groups sent a letter to members of the Appropriations Committee on the same day urging them to oppose amendments that block EPA’s power to regulate heat-trapping emissions. The letters come ahead of the Senate Appropriations Committee markup of EPA’s annual spending bill.  Also, Sen. Jay Rockefeller (D-W.Va.) is seeking a Senate vote this year on a bill he has put forward that would impose a two-year delay on EPA rules for stationary sources, while Rep. Nick Rahall (D-W.Va.) has floated a companion plan in the House, which is co-sponsored by Rep. Rick Boucher (D-Va.). Senate Majority Leader Harry Reid (D-Nev.) has said he intends to bring up Rockefeller’s bill this year.  The House Appropriations subcommittee that writes EPA spending bills deadlocked 7-7 in July on an amendment to delay EPA rules for two years, which meant that the delay was not adopted by the panel.  The full House Appropriations Committee has not yet taken up EPA’s annual spending bill.  [TheHill.com]
· A study released September 2 conducted by Fisher International, a market leader in pulp and paper mill data, states that over 43,000 jobs and 92 paper mills could be lost in the United States if the new air emission controls, commonly referred to as Boiler MACT, and other air regulations being considered by the United States Environmental Protection Agency (USEPA) are adopted. Information obtained by the Wisconsin Paper Council shows the cost in Wisconsin could be 7,500 jobs and 11 paper mills. “This study clearly shows that the impact of new air regulations on the paper industry would be devastating,” said Jeff Landin, president of the Wisconsin Paper Council. “The capital cost of compliance for Wisconsin paper mills for Boiler MACT alone would be $470 million. Regulators and industry can and must to work together to preserve good paying jobs and protect the environment. However, at this cost, the proposed Boiler MACT and other pending air regulations would sacrifice jobs.”  The Wisconsin Paper Council and its members have been communicating with our Members of Congress and the USEPA on what these rules would mean to the paper industry. “We have taken our message on the impact from Boiler MACT aggressively to our elected officials and the USEPA,” said Landin. “It is hoped that our comments and those comments from others facing these unnecessary costs will be heard and the regulations modified to protect jobs and the environment.” The Fisher International study, commissioned by the American Forest & Paper Association (AF&PA) quantified the likely impact of potential new air pollution control regulations on employment in U.S. pulp and paper mills by estimating how many mills would be in jeopardy of closing if they have to comply with the new regulations.   Wisconsin has been the #1 papermaking state in America for over 50 years. There are currently about 32,000 people employed in the pulp and paper industry in Wisconsin, down from a high of 52,000 in 2000.  See the study here: http://www.wisbusiness.com/1008/large/100831fisher.pdf [WisBusiness.com]

Health Care:

Recently, the federal Departments of Health & Human Services, Labor, and Treasury issued important regulations on four key aspects of the new federal health care laws. The regulations flesh out provisions regarding preexisting condition exclusions, lifetime and annual limits, rescissions, and “patient protections.” Deloitte & Touche recently published a short, plain-language overview of these new regulations, available at: http://www.deloitte.com/assets/Dcom-UnitedStates/Local%20Assets/Documents/us_lshc_taxnewsviews_0710.pdf .

Regulation:

The Securities and Exchange Commission voted 3-2 on August 25 to change how public company shareholders can nominate directors on proxy materials. The final rule generally allows a shareholder or group of shareholders who have owned at least 3% of the company's voting stock for at least three years to get their own corporate director candidates listed on company-issued shareholder voting materials. The change makes it less expensive and easier for shareholders to nominate their own candidates for director slots.   Although SEC Chairman Mary Schapiro said that the rule "reflects compromise and weighing of competing interests," the dissenting commissioners, as well as business interests, criticized it because it gives more leverage to institutional shareholders at the expense of individual shareholders.  [Law.com]

Taxation & Budget:

· Five months after the adoption of the sweeping new health-care law, momentum is building to modify and possibly repeal one of its funding sources. The sums in question are small in comparison with the total trillion-dollar tab for the health-care overhaul, but some see the move as an opening for further changes to a law Democrats had been determined to leave untouched.  The provision, which takes effect next year, will require businesses to file 1099 tax forms reporting any purchases they make of goods or services above $600 from any individual or business, including corporations. Currently, businesses only need to file 1099s when they buy services, and only when the vendor is an unincorporated person or business. The move, designed to clamp down on tax evasion- was projected to raise $17.1 billion over 10 years toward the cost of the health-care law. But the measure has prompted alarm from small businesses, who complain that it could prove exceedingly labor-intensive and expensive. An IRS ombudsman estimated that 40 million businesses, including 26 million sole proprietors, will be affected. Critics also say it's unclear whether the extra effort will actually help close the tax gap given the challenges of squaring vendors' tax returns with the inevitably different 1099s filed by their business customers.  But a Senate Democratic aide countered that the IRS need not pore over 1099s in search of cheats for the new provision to be effective. The mere fact that vendors know their customers are filing 1099s to the IRS, and providing them with copies, will help vendors keep better records of their income and provide a powerful incentive to fully report it.  However, on September 14 the Senate failed to pass the measure which was introduced as two amendments to an unrelated bill: One would have eliminated the 1099 provision (defeated 46-52); the other would have exempted businesses with fewer than 25 employees, raised the reporting threshold to purchases above $5,000, and excluded those made with a credit card (defeated 56-42). A 60-vote majority was required in both cases, but not reached.  [Washington Post]
· President Obama on September 8 said he opposes any compromise that would extend the Bush-era tax cuts for the wealthy beyond this year, ending speculation that the White House might be open to an extension. By proposing to extend the rates for the 98% of households with income below $250,000 for couples and $200,000 for individuals — and insisting that federal income tax rates in 2011 go back to their pre-2001 levels for income above those cutoffs — he intends to cast the issue as a choice between supporting the middle class or giving breaks to the wealthy.   House Republican leader John Boehner (R-OH) said On September 12 that if he had to, he’d vote to extend tax cuts for middle-class Americans (those making no more than $250,000 a year) even if the Bush tax cuts for the richest three percent were allowed to expire.  A Boehner aide said his comment was calculated to deprive Obama of the ability to continue making the false claim that Republicans are holding middle-class tax cuts hostage, and as a result Boehner is in a better position rhetorically to pressure more Democrats to support a full freeze. At least a dozen House Democrats, several Democratic candidates and four Democratic senators – Evan Bayh of Indiana, Ben Nelson of Nebraska, Joe Lieberman of Connecticut and Kent Conrad of North Dakota – have said they won't go along with the president's plan to allow the cuts to expire for the wealthiest Americans,” reported Politics Daily.  A surprising report from the Congressional Budget Office supported permanently extending the tax cuts enacted under President George W. Bush—dealing a major blow to President Obama's plans to raise taxes at the end of this year.  In a significant story that received scant attention from the national news media, CBO Director Douglas Elmendorf says that keeping the Bush tax cuts that affect upper-income taxpayers, small businesses and investors will give the weakened economy a "considerable" economic boost over the next several years and create jobs that will drive down unemployment.  Elmendorf's conclusions were part of a CBO analysis released recently on the government's record-breaking trillion-dollar deficits.  "Under that ... scenario [keeping the tax cuts at their present levels], economic growth would be stronger next year; unemployment would be lower next year," Elmendorf said.  To the chagrin of the White House, Mr. Obama’s recently departed budget director, Peter R. Orszag, took the same stance on September 7 in a column in The New York Times.  CBO's analysis gives the Republicans new ammunition for its midterm election agenda that calls for extending the Bush tax cuts—a position that has virtually full support within the business community, among major economists, and even a growing number of congressional Democrats, who have been hearing from beleaguered small businesses during the August recess.  [NY Times, HumanEvents.com, Christian Science Monitor]

· A small but growing number of moderate Democrats are expected to play a leading role in September in thwarting their party's effort to raise income tax rates on the wealthy. While President Obama and Democratic leaders in Congress want to let tax cuts enacted in 2001 and 2003 expire for wealthier taxpayers, many of the moderates face electorates that recoil at the mention of any tax increase, while some represent areas that are loaded with wealthier taxpayers. Further, some incumbent senators who don't face voters this fall are reluctant to increase taxes on anyone while the economy remains sluggish. With these Democrats withholding support, the push to raise rates on the rich probably will fail.  [McClatchy News] 
· With just two months until the November elections, the White House proposed a package of business tax breaks - potentially worth hundreds of billions of dollars - to spur hiring and combat Republican charges that Democratic tax policies hurt small businesses.  Among the options are permanent extension of the now-expired research-and-development tax credit, which rewards companies that conduct research into new technologies within the United States, and a 100% write-off for capital investments, allowing businesses to deduct from their taxes through 2011 the full value of new equipment purchase, to increase demand for these goods and create jobs. The upfront deduction would allow businesses of all sizes to keep more money now and would give large corporations, many of which are sitting on cash because of uncertainty about the economy, an incentive to spend and invest.  The president also proposed an additional $50 billion for infrastructure investments and a new infrastructure bank for projects over the long term.  Economists questioned why the administration was not proposing a major payroll tax cut to spur hiring. The White House considered the idea, officials said, but dismissed it in part because it would reduce revenues to Social Security and Medicare. It is not clear that these proposals could be approved in the current environment on Capitol Hill. And even if Congress did approve new measures to bolster the economy, they would probably come too late to make a difference in the lives of recession-weary voters before the midterms. Permanently extending the research credit would cost roughly $100 billion over the next decade, tax analysts said. The investment write-off would cost an estimated $200 billion in revenues, though the ultimate net loss would be $30 billion over 10 years, administration officials say, since businesses would eventually deduct the depreciated value of the equipment in any case.  While costing significantly less than last year's stimulus package, these ideas would be far more dramatic than anything the White House has so far acknowledged considering. [Washington Post, NY Times]
· Federal domestic spending increased a record 16% to $3.2 trillion in 2009, the Census Bureau reported on August 31, largely because of a boost in aid to the unemployed and the huge economic stimulus package enacted to rescue the sinking economy.  The rise in spending was the largest since the Census Bureau began compiling the data in 1983.  With congressional elections looming this fall, the spike in federal spending has emerged as one of the nation's most contentious political issues.  Overall, the largest chunk of federal spending - about 46% of the $3.2 trillion - went to Medicare, Medicaid and Social Security, entitlement programs that are projected to swell as the population ages. Pay for federal employees accounted for nearly $300 billion of the spending and nearly half of that went to the Defense Department payroll.  Other than the enactment of the $787 billion stimulus package last year, much of the increase in federal spending could be traced directly to the recession. Total obligations for two major welfare programs - Temporary Assistance for Needy Families and food stamps - reached $68 billion in 2009, a 32% increase over 2008. The federal government also spent $86 billion on unemployment compensation in 2009; persistently high joblessness has prompted a federal extension of benefits up to 73 weeks, on top of the 26 weeks in unemployment benefits offered by the states. That figure was more than double what the federal government spent on unemployment benefits the previous year. Federal grants to states, local governments, nonprofit groups and other organizations accounted for nearly one-quarter - $744 billion - of federal outlays. The majority of that amount was funneled through the Department of Health and Human Services. HHS along with the departments of Education and Transportation accounted for nearly 80% of federal grant spending in 2009. The $3.2 trillion figure reported by the Census Bureau did not include interest paid on foreign debt. Nor does it include foreign aid, which traditionally accounts for about 1% of the federal budget. [Washington Post]
· Congress has not yet sent the president the annual spending bills to pay for government programs when the new budget year starts on October 1.  With lawmakers leery of voting for spending increases, prospects for much action on these bills are slim.  Congress instead will have to vote to keep agencies funded at current levels to avoid a shutdown.  [AP]
Trade:

The trade deficit narrowed more than expected in July, as imports retreated and exports shot to their highest since August 2008, according to a government report on September 9 that could lift hopes for third-quarter economic growth.  The monthly trade deficit shrank 14% to $42.8 billion, which was smaller than the mid-point forecast of $47.3 billion from economists surveyed before the Commerce Department report.  Exports rose to 1.8% to $153.3 billion, led by strong overseas demand for U.S. civilian aircraft, machinery, computers and other capital goods.  [NEW International Business Development]

Transportation:
President Obama's proposal on September 6 to create an "infrastructure bank" may provide the long-sought solution for those reticent to raise the federal gas tax in the midst of a recession. The gas tax has been the primary source of revenue for the federal Highway Trust Fund. Since 1993, the federal government has collected 18.4 cents per gallon, but more fuel-efficient vehicles have contributed to a steep decline in the fund.  The concept of an infrastructure bank to provide loans and grants for transportation projects has been discussed for decades by federal policymakers. It would leverage private capital and, ideally, be created with sufficient insulation to protect it from pork-barrel spending by Congress. The president outlined a proposal to invest in rebuilding 150,000 miles of roads, maintaining 4,000 miles of rail line and rehabilitating 150 miles of airport runway. Traditionally, the annual federal outlay has increased in each of the six years as projects evolve from planning to the most expensive phase - actual construction. This time, Obama wants to begin the six-year cycle with a heavy infusion of money.  It seems virtually certain that his proposal for initial spending of $50 billion on planes, trains and automobiles isn't going to gain much pre-election headway in Congress, and most likely will wait until next year.   The current federal highway/transit investment law, known as SAFETEA-LU, expired nearly a year ago on September 30, 2009. It has been operating under a series of short-term extensions, the latest through December 31, 2010. The federal government is the source of nearly 45% of all public capital investments in surface transportation. Two umbrella groups, Americans for Transportation Mobility and the Transportation Construction Coalition — which count among their members the Associated General Contractors and the U.S. Chamber of Commerce — have kicked off a campaign to convince voters that prodding their representatives to finish the bill will help fix their local potholes, for instance.  Meanwhile, equipment manufacturers are ramping up their own effort to press for passage of a surface transportation bill, targeting ongoing congressional campaigns.  The Associated Equipment Distributors and the Association of Equipment Manufacturers are asking congressional candidates to sign a pledge to make transportation and infrastructure investment a top priority next year.  When lawmakers will begin working in earnest on a new surface transportation bill is uncertain, with disputes over a system to pay for all the spending that lawmakers want remaining as the major obstacle.  A draft bill has been stalled in the House Transportation and Infrastructure Committee since winning subcommittee approval last year. In the Senate, Environment and Public Works Chairwoman Barbara Boxer (D-CA) has said she wants to mark up a draft this fall.  [Washington Post, CQ.com]
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