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

LOCAL

Downtown Green Bay:

Federal funds to demolish Green Bay's former downtown shopping mall could be a casualty of the Republican-led assault on congressional earmarks.  US Rep. Steve Kagen has pushed for $1 million in urban redevelopment funds for the city demolition project. Kagen, however, is preparing to leave office without a federal funding commitment.  City officials had hoped to begin demolition this year, first with a recycling salvage operation that would pay for itself, then by bulldozing the property with federal funding.  Kagen succeeded in winning House approval for the $1 million request this summer. But the measure stalled in the Senate with other budget measures, then Kagen lost to Ribble in the Nov. 2 midterm election.  Ribble said he has not yet looked at Green Bay's funding request, but he cited "intense pressure" to cut federal spending.  (No word on a possible earmark by US Sen. Herb Kohl in the Senate version during the current post-election session.)  Mayor Jim Schmitt agreed that the funding now appears uncertain, but said he is confident downtown redevelopment will generate enough new property taxes to fund the demolition if necessary.  [Press-Gazette]
Economy:

The state department of Workforce Development reported on November 24 that unemployment rates in all 12 of Wisconsin’s primary metro areas were down in October compared with last year.  Unemployment statewide was 7.8%, down from 8.7% in October 2009.  The US jobless rate was 9.6%, unchanged from September but down 0.5% from a year ago. Unemployment in the Green Bay MSA, which also includes Oconto and Kewaunee counties, rose 0.1% in October from September to 6.7%, but was down 0.7% from last October.  [Press-Gazette]
Economic Development:

· A developer for the new veterans health clinic in Green Bay might not be chosen until January, federal officials said on November 24.  The project manager said changes in the $60 million project’s specification have slowed the contract award process, although they would not alter the project significantly or delay construction scheduled to begin by next summer.  The 161,500 SF clinic is scheduled to open in 2013 at 2800 University Ave. [Press-Gazette]
· On December 8 the House narrowly passed the fiscal year 2010 continuing resolution government funding bill designed that contained an amendment on the Navy’s littoral combat ship program that will give Wisconsin several thousand jobs. Marinette Marine, a unit of the Italian shipbuilding company Fincantieri, based in Marinette, WI is one of two potential contractors for the ship.  Navy Secretary Ray Mabus on November 3 told key lawmakers his service is considering buying 10 new shore-hugging ships from both Austal USA and a team of Marinette Marine and Lockheed Martin. The Navy’s rationale is that competition has significantly reduced the price of the ships, which are designed to sweep for mines in coastal waters, fight pirates and chase drug smugglers. The initial plan was to buy only 10 ships from one winning contractor. The Navy cannot move ahead with the new proposal without congressional authorization.  The Navy said December 13 it received assurances from Lockheed Martin and Austal USA that prices submitted earlier this year as part of proposals to build littoral combat ships will be good through December 30.  But if the Senate doesn't approve the change by December 17, the Navy said it will select a single supplier. The amendment has to move through the Senate, where clinching support by unanimous consent would be necessary for an expeditious approval of the Navy’s new buying strategy. It’s unclear whether that would be possible.  Critics of the program, including Republican John McCain, contend that cost overruns and technical problems in the building process make such an expansion unwarranted. McCain pushed for a delay in Senate approval hoping to give congressional auditors a few more months to crunch numbers.  He pointed to reports from the Government Accountability Office and Congressional Research Service, which said the four ships the Navy already bought still aren’t fully tested and working properly.  The Government Accountability Office has also identified other problems: crew training takes an average of 484 days, significantly longer than for comparable positions on other ships; the Navy’s maintenance plan may be unrealistic; and a comprehensive risk assessment has not been completed.  “Until mission package and operational testing progresses and key mine countermeasures, surface warfare, and antisubmarine warfare systems are proven effective and suitable onboard seaframes, the Navy cannot be certain that the LCS will deliver the full capability desired,’’ the GAO wrote in a report issued on December 8.  "I see no reason why those [pricing] offers could not be extended to January or February or March so this committee can at least address the concerns that the Government Accountability Office, Congressional Budget Office and Congressional Research Service have raised," McCain said December 14. [TheHill.com, WTAQ, Boston Globe, Gannett]
Elections:

· Candidates wishing to run in the local spring elections began circulating nomination papers on December 1.  Races in the April 5 election include a state Supreme Court seat now held by David Prosser, Green Bay Mayor and Brown County Executive among many other local government and school board races.  If a primary is required it will be held February 15.  Candidates must file the required number of signatures by 5 PM on January 4 to get on the ballot.  These races are nonpartisan.  The Brown County clerk has published lists of all races and incumbents here: http://www.co.brown.wi.us/departments/page_90d733398312/?department=e4cd9418781e&subdepartment=b059e08dea2c  [Press-Gazette]
· Brown County Executive Tom Hinz announced December 1 that he won't seek another four-year term in April. Hinz cited several things that he said highlighted his term in office, including construction of the Community Treatment Center, new 911 Communications Center, a service agreement with the Oneida Tribe of Indians, and the launching of the LEAN initiative that focused on efficiency.  Those announcing they’ll run include businessman Paul Linzmeyer,  former county board chairman Patrick Moynihan, Jr. and county supervisor Tim Carpenter.  [Press-Gazette]

· Those declaring their intentions to run for Green Bay mayor include incumbent Jim Schmitt seeking a third term, aldermen Tom De Wane, Amy Kocha and Chris Wery, Brown County supervisor Patrick Evans, former police officer Bill Resch, and Suamico tavern owner David Nichols (who would have to move to the city). [Press-Gazette]
Energy:

· The PSC voted unanimously on December 8 to send updated wind turbine siting rules back to the state Legislature.  The updated rules reduce the setback requirement from nonparticipating property owners to either 1,250 feet or three times the maximum blade tip height, whichever is less. They also reduce the amount of payments to nonparticipating property owners adjacent to land that includes a turbine.  The House and Senate energy committees have until December 23 to respond to the updated rules. If no action is taken, the rules will go into effect January 1.  The original wind siting rules approved in August by the Public Service Commission are not expected to have a big impact on a Chicago-based company's attempts to build a 100-turbine wind farm in southern Brown County.  Invenergy wants to build a 100-turbine wind farm in the towns of Morrison, Glenmore, Wrightstown and Holland. The company has said it will re-submit its application once the siting rules take effect.  The PSC established guidelines for local governments to set restrictions on projects less than 100 megawatts in generating capacity. But the Ledge Wind project proposed by Invenergy would exceed 100 megawatts and is directly regulated by the PSC.  [Press-Gazette]

Environment:  

· Dominion Resources Inc. has cleared another hurdle toward renewing the operating license at Kewaunee Power Station for another 20 years.  The nuclear power plant's existing license expires Dec. 21, 2013. The Nuclear Regulatory Commission says it found no safety issues that would preclude renewing the license. Licenses for the two-unit Point Beach Nuclear Plant, six miles south of Kewaunee Power Station, were renewed in December 2005. They will expire in 2030 and 2033, respectively. [Press-Gazette]
· Officials in Ashwaubenon and Hobart continue to fight a waste-to-energy facility that a corporation owned by the Oneida Tribe of Indians is planning to build.  Construction crews already broke ground at the 3100 block of S. Packerland Dr. in November, but construction has halted while the US Dept. Interior reviews an environmental impact study of a new site plan to accommodate concerns of Schneider National located across the street. Construction is expected to proceed as planned in December, the Oneida Seven Generation Corporation said.  The proposed 60,000 SF biomass plant would use a process called pyrolitic gasification to convert trash into 5 megawatts of power each day to be sold to Wisconsin Public Service.  Although the site is on federal trust land, it lies within Ashwaubenon’s business park, and the village says the plant does not fit with the corporate office zoning of the rest of the area.  They worry that the plant will decrease property values and bring a considerable amount of truck traffic to the area.  Hobart passed a resolution on November 16 supporting Ashwaubenon’s objection.  Brown County is in the awkward position of trying to negotiate a contract with the Oneida corporation to be a waste supplier despite outrage from two of its municipalities who would prefer the facility was moved closer to the waste transfer station.  County Executive Hinz said on December 7 that residents and municipalities have too many concerns about the site and that he no longer supports it.  He said that the county’s negotiations with Oneida broke down in November after the corporation was told they would have to answer the County Board’s questions regarding the regulation, operation and location of the facility. Oneida said there are plenty of potential partners willing to supply waste for the plant and the corporation is prepared to move forward without the county’s waste stream.  [Press-Gazette]
· The U.S. government has agreed to pay $4.5 million as its share of the cleanup costs in the Fox River because the U.S. Army Corps of Engineers spread PCBs when it dredged the Green Bay navigational channel and disposed the sediment on Renard Isle.  If approved by Judge William Griesbach of the U.S. District Court in Green Bay, the $5.2 million settlement will include $350,000 each from the city of Green Bay and Brown County because they operated landfills that contained PCB-contaminated sediment. Green Bay and Brown County say they have ample insurance coverage to pay their shares.  [Press-Gazette]

· Green Bay's regional sewage district is scaling back 2011 spending plans after customers contested a proposed 17% increase— the district's largest in 10 years.  Faced with a backlash among customers, officials have trimmed several expenditures from their 2011 budget, including $200,000 on odor control in a Green Bay-to-De Pere pipeline and $150,000 on a study of the district's long-range infrastructure needs, to reduce the rate increase to about 13.6%. That means an annual sewer bill of about $125 per year for average residential customers.  [Press-Gazette]
Government Efficiency and Cooperation:

Construction of a causeway to Renard Isle is under way despite protests from business and elected officials that the US Army Corps of Engineers awarded the contract to a Milwaukee company that bid three times more than two Green Bay-area companies.  Nuvo Construction Company Inc. negotiated a $2.4 million agreement with the Corps and has subcontracted the initial work to Ostrenga Excavating of Green Bay.  US Rep. Steve Kagen introduced a bill calling for a halt of construction and demanding a review of the bid process.  He has tried unsuccessfully to get the Army Corps to stop the project and to get President Obama to intervene. [Press-Gazette]
STATE

Business and Economic Development:

The final recommendations of the Wisconsin Economic Summit’s “Be Bold Wisconsin” plan for state economic development were released on December 8 and can be downloaded here: http://www.wiroundtable.org/summit/Resources/BE_BOLD_FINAL_Dec1_2010.pdf 
Communication:

A new report from the Wisconsin Technology Council and the Milwaukee-based group Wired Wisconsin calls for eliminating state regulations governing landline telephone services in the state. Telephone companies, consumer groups and unions fought a hard battle earlier this year to defeat such a bill, but Republican legislators are expected to be more receptive to such a law.  View the report here: http://wisbusiness.com/1008/large/101130telecom.pdf 
Economy:

· Wisconsin unemployment remained unchanged at 7.8% in October.   The national rate of 9.6% was also unchanged in October compared with September.  State unemployment is 0.9 percentage points lower than a year ago.  [AP]

· According to the latest Wisconsin Job Watch report released November 29 by UW-Madison's Center on Wisconsin Strategy, the state's employment picture "remains grim," with just 7,700 jobs added from September to October, and continuing job losses in the manufacturing and construction sectors. For some perspective, even assuming steady, optimistic job growth from now on -- such as the 5,371 average jobs per month added after the 1991 recession -- it would still take more than 2.5 years, report authors noted, for Wisconsin to have as many employed people as it did before the recession's start in December 2007. And it would take nearly five years for the added jobs to catch up with the growth of the state's labor force.  Here are a few other highlights from the report:

· The job growth we did have was driven 70 percent by private enterprise, not Uncle Sam, with 5,400 private sector jobs compared to 2,300 government jobs added between September and October.

· This is a level of joblessness we haven't seen since the recession of the early 1980s. It was only 4.5 percent in December 2007.

· Manufacturing and construction lost the lion's share of employment between September and October, at 600 and 800 fewer jobs, respectively.  Manufacturing is down 67,000 jobs since December 2007, or 13.5 percent, while construction is down 27,200 jobs since December 2007, or 22 percent.

· Adding it all up, the state of Wisconsin is still down 144,800 jobs since the recession started, which puts the job base 5.2 percent below its pre-recession level.  [Property Trax]
Education:

· On November 15 Tony Evers, superintendent of the Department of Public Instruction, released "Fair Funding for Our Future” (http://www.fairfundingforourfuture.org), an ambitious series of changes in the way Wisconsin funds its public schools.  [WAES]
· Wisconsin graduated more high school students in 2008 than it did in 2002 and is just shy of an impressive 90% statewide graduation rate, according to a new national education report. "Building a Grad Nation," a study by America's Promise Alliance, Civic Enterprises and Johns Hopkins University's Everyone Graduates Center, highlights Wisconsin for being one of 12 states that made substantial gains in graduation rates over the six-year period, and one of eight states that greatly reduced the number of its so-called "dropout factory high schools."  "Wisconsin really deserves a lot of credit because it was doing well to begin with, but its gains are still strong with the progress in graduation rates and a 50% reduction in the number of dropout factories," said John Bridgeland, the CEO of education research group Civic Enterprises and one of the lead authors of the report.  Wisconsin's graduation rate was 89.6% in 2008, an uptick from 84.8% in 2002. Bridgeland said Wisconsin is one of two states - Vermont is the other, with a graduation rate of 89.3% - that are on the verge of reaching the national goal set by the federal government: graduating nine out of 10 students by the year 2020.  [Journal Sentinel Online]
Elections:

Complete appointments to the Joint Finance committee were announced by both parties:
Assembly 

Co-Chair, Rep. Robin Vos (R-Caledonia) 

Vice-Chair, Rep. Mark Gottlieb (R-Port Washington) 

Rep. Dan LeMahieu (R-Cascade) 

Rep. Dan Meyer (R-Eagle River) 

Rep. John Nygren (R-Marinette) 

Rep. Pat Strachota (R-West Bend) 

Rep. Jennifer Shilling (D-LaCrosse) 

Rep. Tamara Grigsby (D-Milwaukee)

Senate 

Co-Chair, Sen. Alberta Darling (R-River Hills) 

Vice-Chair, Sen. Luther Olsen (R-Ripon) 

Sen. Sheila Harsdorf (R-River Falls) 

Sen. Joe Leibham (R-Sheboygan) 

Sen. Glenn Grothman (R-West Bend) 

Sen. Randy Hopper (R-Fond du Lac) 

Sen. Lena Taylor (D-Milwaukee) 

Sen. Robert Jauch (D-Poplar)

Energy:

The Public Service Commission (PSC) recently recommended nearly tripling an existing energy tax, which is intended to pay for energy efficiency programs. Under current law, a 1.2% operating revenue tax is assessed on investor-owned utilities providing service in Wisconsin. The tax is passed along to utility customers in the form of higher rates, and the funds are intended to pay for energy efficiency and renewable resource programs. The PSC recommended the tax be ramped up over time to 3.2% in 2014. Utility ratepayers, collectively, pay roughly $100 million under the current rate. Under the PSC’s proposal, this would increase to $256 million in 2014. This would be a $340 million energy tax increase over the four-year period. Representative Phil Montgomery (R-Ashwaubenon) publicly objected to the PSC’s proposal. This objection sent the proposal to review by the Legislature’s Joint Committee on Finance on December 14. State Senator Rob Cowles (R-Allouez) on December 13 said the Focus on Energy program should be audited before a legislative committee considers increasing utility bills under this program.  Had they not objected, the tax increase would have gone into effect without active review by the Legislature.  [WMC Capitol Watch, Gannett]
Environment:

· Starting next year, greenhouse gases will begin to be regulated in Wisconsin and other states for the first time.  The regulations will affect future projects involving utilities, paper companies and other large industrial plants that are expanding and producing new sources of heat-trapping gases.  Currently, only one project is affected.  The DNR says the only facility currently under review is We Energies' proposed $255 million biomass project at the Domtar Corp. paper mill near Wausau, which would generate electricity from trees to produce power for about 40,000 homes and steam for the mill.  But in time, other companies that burn coal or large amounts of natural gas and expand their operations will be affected. The changes stem from a decision in April by the Environmental Protection Agency. Using the Clean Air Act, it declared that carbon dioxide and other heat-trapping gases endanger public health. The EPA finding came after the U.S. Supreme Court ordered the agency to determine whether the gases were a threat to public health.  Regulations are set to begin in January, although they have been challenged in court.  The EPA's rule amounts to "quiet regulation," according to Mark A. Thimke, an environmental attorney at Foley & Lardner in Milwaukee.  Thimke said the EPA's action, the formation of regional markets now auctioning carbon emissions and initiatives by a growing number of companies to reduce their carbon footprints are all part of an inexorable movement to limit release of gases into the atmosphere. The new regulations call for big energy users to calculate the amount of greenhouse gases they would produce in an expansion, and if necessary, companies would be required in their permits with the state to make changes, such as in their combustion processes, to reduce emissions, according to Andrew Stewart of the state Department of Natural Resources.  After the EPA's action in April, it refined the rule by changing pollution thresholds to avoid subjecting tens of thousands of small sources across the country.  Wisconsin and other states are writing emergency regulations to set thresholds to reflect the higher volumes. Otherwise, facilities as small as coffee shops and apartment buildings would be regulated if they expanded.  The emergency regulations were reviewed by the Natural Resources Board December 8 in Madison.  In a letter to the DNR, the Wisconsin Paper Council described the EPA's action as a "major expansion of regulation that will impose substantial costs on the regulated community in this state and country that are not faced by competitors around the world."  [Journal Sentinel Online]
· In a vote along party lines, the Joint Finance Committee on December 14 adopted a Public Service Commission (PSC) proposal to nearly triple an existing energy tax, which is intended to pay for energy efficiency programs. Under current law, a 1.2 percent operating revenue tax is assessed on investor-owned utilities providing service in Wisconsin. The tax is passed along to utility customers in the form of higher rates, and the funds are intended to pay for energy efficiency and renewable resource programs. Utility ratepayers, collectively, pay roughly $100 million under the current rate. Under the PSC’s proposal, this would increase to $256 million in 2014. Unless objected to by the Joint Committee on Finance, the tax increase is scheduled to take effect in 2011.  [WMC Capitol Watch, Journal Sentinel Online]]
Financial:

Wisconsin’s backlog of foreclosed homes is clearing at a slower pace than in most states, according to a new national ranking. Around the country, many lenders are withholding foreclosed properties from the market to prevent flooding it and lowering prices, but the bottleneck is greater in Wisconsin which ranked 11th in its ratio of foreclosed homes to homes sold. The ranking, by the real estate research firm CoreLogic, means that the state has a large number of distressed houses, those with mortgages that are at least 90 days delinquent, compared to homes sales. (The U.S. Department of Housing and Urban Development defines a “foreclosed” home as one that’s more than 60 days delinquent.) Statewide, according to CoreLogic, these distressed homes outnumbered homes sales almost 17 to 1 in August. This was the 11th highest ratio among the 46 states ranked. Maryland topped the list (about 24 to 1), followed by New Jersey (24 to 1) and Illinois (23 to 1); ranking lowest was Alaska with just 2.3 foreclosures for every home sold.  Many of these distressed homes will become, or have already become, what has come to be called “shadow inventory,” foreclosed properties owned by lenders but not yet put on the market for sale.  Nationally the shadow inventory is about half the size of the “visible” inventory, about 4.2 million units listed for sale in August. Banks and other lenders are pushing “shadow” homes into the light gradually to prevent flooding the market and driving down prices even further. [Milwaukee News Buzz]

State Budget & Spending:

· Outgoing Democratic leaders in the state Legislature said they'll seek to approve state labor union contracts in December, ignoring a request from GOP Governor-elect Scott Walker to halt that process. To finalize the no-pay-raise contracts, Democrats who lost control of the Legislature in this month's election will have to approve the agreements in a lame-duck session over the objections of Republicans. The legislature’s Joint Committee on Employment Relations (JCOER) held a hearing on the contracts on December 14. The same day, Democratic leaders in the state Assembly approved an extraordinary session to consider the deals. But their Senate counterparts must concur before any action can take place, and Senate Majority Leader Russ Decker, D-Weston, didn't convene the body's organizational committee, short-circuiting the process.  Senate Democrats circulated a petition among their members to go to an extraordinary session without approval from the organizational committee, said Senate President Fred Risser, D-Madison. The move amounts to an end-run around Decker.  Democrats control the Senate 18-15. They would need a majority, or 17 members, to sign the petition to trigger the extraordinary session.  If the petition passes the Senate, the Assembly would then have to pass an identical petition with a majority signing on.  "In an extreme case, you can change leadership," Risser said. He stopped short of saying Democrats might try to strip Decker of his post.  State union workers have gone since July 1, 2009 - nearly a year and a half - without new contracts, and the two-year period covered by the agreements is already mostly finished.  State employees will pay a larger share of their health care premiums and pension contributions under proposed contracts being considered by union leadership, according to a summary of the agreements.  The agreements were first made available to the general public on December 10 (view them here: http://oser.state.wi.us/subcategory.asp?linksubcatid=1271&linkcatid=389&linkid=27. The retroactive contracts run from July 2009 to June 2011.  (The agreements come as little comfort for nearly 40,000 unionized state workers, providing only a six-month reprieve from a showdown with the new Republican leadership once the overdue contracts expire in June 2011.)  Walker has expressed concerns that those deals could hurt his ability to deal with a $3 billion budget shortfall projected for the next two years.  Assembly Speaker Mike Sheridan (D-Janesville) said Assembly Democrats "would make every effort to get this done." Both Sheridan and Decker are former blue-collar union workers who lost their seats in the Nov. 2 election.  Incoming Assembly Speaker Jeff Fitzgerald (R-Horicon) said the process Democrats are using in the waning days of their control of the Legislature "raises some concerns." He said he would reserve judgment on the contracts themselves until he had seen them. Legislative leaders on both sides were still working on the question of how many lawmakers in both houses would need to return to the Capitol to reach a quorum needed to take any action on bills. One possible wrinkle for Democrats: Republicans might be able to block action on the bills if they refused to show up and prevented a quorum.  Assembly Chief Clerk Patrick Fuller said Wednesday in an e-mail that the Assembly would need three-fifths of its members present, or 58, to be able to pass a bill such as a contract that has a financial impact for the state. Jeff Fitzgerald said he thought Assembly Republicans would likely show up for any vote held on contracts.  Senate Majority Leader Russ Decker (D-Wausau) said his house would need 22 members present to be able to approve contracts, and that he would be surprised if Republican senators refused to show up for a vote. He said he believes he has the Democratic votes to pass the contracts in his chamber. On the campaign trail, the governor-elect often discussed increasing employee contributions to the pension fund and bringing the state's health care costs in line with the private sector.  Other ideas that will be in play are: privatizing some public jobs; creating health savings accounts to supplement or replace health care benefits; weakening, or doing away with, collective bargaining for state employees; cutting salaries and allowing employers to change work conditions without making them subject to bargaining. [Journal Sentinel Online, Wisconsin State Journal]
· In a letter to Department of Administration Secretary Daniel Schoof, Governor-Elect Scott Walker asked the outgoing Doyle Administration to halt work on state implementation of the new federal healthcare laws, discontinue promulgation of new adminstrative rules, stop negotiations on new state employee contracts, and to not add new hires to the permanent civil service ranks. In response, Secretary Schoof offered to brief Governor-Elect Walker on these issues.  [WMC Capitol Watch]  
· A report released November 18 by Gov. Doyle's Department of Administration pegged the state budget shortfall at between $1.5 billion and $2.2 billion, below the previous estimate of $2.7 billion. But Republican Gov.-elect Scott Walker and the incoming co-chairman of the Legislature's budget committee said the shortfall is actually closer to $3.3 billion, since Doyle makes assumptions they said aren't likely to come true.  Todd Berry, president of the nonpartisan Wisconsin Taxpayers Alliance, agreed with that assessment. See WISTAX figures here: http://www.wistax.org/focus/2010/2010budgetleaves1113.pdf  Gov.-elect Scott Walker said November 20 he remains committed to reducing taxes in the upcoming budget even as the state faces what he believes is a more than $3 billion shortfall.  But he hinted some of the business tax cuts he’s been pushing may have to be phased in.  Walker said wage and benefit reforms must be part of the budget configuration, as well as decisions that would “tackle legacy costs” to help get future budgets under control. Creating tools to help local governments and school districts use existing funding Medicaid waste, fraud and abuse will be targeted.  Walker said the special session he plans to call after taking office will touch on reducing the tax burden in the state and predicted a benefit even if the changes are incremental.   [AP, WisPolitics]
· Governor-elect Scott Walker's team and legislative leaders are racing to ready a basket of bills that would take first steps toward creating jobs, such as cutting taxes for small business owners, reducing regulations and refocusing the state's economic development efforts. But to pass them, Republicans will have to cope with an up to $3.3 billion budget deficit, skeptical Democrats and the still rough condition of their own proposals. One of Walker's signature initiatives, a small business tax cut, doesn't even have a price tag yet and could be difficult to estimate precisely. The financial impact of the tax cut on small business owners and the struggling state budget could be difficult to estimate because the state doesn't collect exact data on which income tax filers own small businesses.  Walker has promised to create 250,000 jobs in his four-year term - a daunting task even in a favorable economy. So far, Walker's transition team hasn't finalized the details of how his administration will track how many jobs are created. To start creating jobs quickly, Walker has promised that as his first act as governor he'll declare an "economic emergency" in the state and call a 30 to 45 day special session of the Legislature to deal with it.   As part of the actions on his first day, Walker said he'll create a Waste, Fraud and Abuse Commission to find $300 million a year to trim from state spending. Walker could create that seven-member commission on his own by executive order but would likely need to pass legislation to achieve his other goals.  Details about the bills to be introduced will come in mid- to late December.  So far, Walker has said that the special session bills will include:

· A state income tax cut of 1 percentage point for owners of small businesses with 50 or fewer employees.

· A proposal to split the state Department of Commerce so that its secretary no longer divides time between fostering economic growth in the state and regulating everything from amusement rides and elevators to petroleum storage tanks.  The new entity would combine existing economic development functions of state bodies like the Department of Workforce Development and the Wisconsin Housing and Economic Development Authority. To do that, it would likely have to be structured differently than a traditional state agency.

· A state income tax deduction for contributions to health savings accounts, which workers can use to pay out-of-pocket health care costs not covered by insurance.

· A still unreleased proposal to curb malpractice cases against doctors and lower their insurance costs.  [Journal Sentinel Online]

A more exhaustive list of initiatives appears in an interesting November 24 Isthmus story: http://www.thedailypage.com/isthmus/article.php?article=31358  

· State agencies are requesting an additional $3.94 billion in state and federal money - a 6.2% increase - over the next two years to fund priorities such as health care and education.  But with the state already facing a massive deficit in the 2011-'13 budget, Governor-elect Scott Walker and the Republican-controlled Legislature are unlikely to fill many of those requests. The report on the $67.43 billion in requests over two years - most by agencies in Gov. Jim Doyle's administration - was released December 9 by the Legislative Fiscal Bureau. The biggest share of the proposed increases would go to the state Department of Health Services for programs such as Medicaid health care for the poor - spending that Walker and other Republicans have pledged to rein in. Other large requests came for aid to local schools, the University of Wisconsin System, prisons and aid to local governments.  Agencies are requesting another 507 full-time positions as part of the budget, which would bring the state's total to 71,600. [Journal Sentinel Online]
· School property taxes for this year are up 3.4% statewide, according to the Wisconsin Taxpayers Alliance (WISTAX). The increase is less than last year’s 6.0% jump and is moderate compared to prior years. WISTAX notes that the 3.4% increase is the smallest change since a 0.5% decline in 2005-06. Before 2006, the last school tax increase under 3.5% was in 1999-2000 (2.2%). With school tax increases averaging 3.4% and counties and municipalities both limited by state law to about a 3% increase, WISTAX researchers said it is likely that total property taxes statewide should rise about 3.5% or less when tax bills arrive in the mail this month. [WISTAX]
Transportation:

New York ballast law that potentially could block ships from entering the St. Lawrence Seaway System is triggering widespread concern.  Scheduled to take effect on Jan. 1, 2012, the law was enacted to prevent invasive species from entering domestic waters. Already, more than 170 non-indigenous species have been found in the Great Lakes. The maritime industry has been seeking ways to prevent non-native species from being discharged in ballast water, but they fear there’s no way to meet standards set forth in New York’s legislation, which may be 1,000 times more stringent than those recommended by the International Maritime Organization (IMO), which some maritime interests already believe are excessive. Equipment needed to treat the ballast water could cost up to $4 million per vessel, according to the St. Lawrence Seaway Development Corp.  In essence, the New York law amounts to a blockade, Duluth Seaway Port Authority Executive Director Adolph Ojard told his board October 22.  In 2008, U.S. Rep. Jim Oberstar (D-MN) introduced language in a Coast Guard Reauthorization Act that would have given the maritime agency, not states, the power to enforce ballast regulations. Expressing fears the legislation would usurp state’s rights, U.S. Sen. Barbara Boxer (D-CA) prevented it from reaching the Senate floor, allowing states to enact dissimilar regulations.  Depending upon how the New York law is enforced, traffic to ports in Wisconsin, Indiana, Michigan, Illinois, Indiana and Ohio could halt. Elevating the issue to international scope, vessels may be prevented from reaching most Canadian ports east of Montreal, a prospect that already has prompted complaints to the U.S. State Department.  So far, the legislation has survived three state court legal challenges, including one to the New York Supreme Court.  “It can still be pursued in federal court. New York’s rule might face other legal obstacles, including the 1909 Boundary Waters Act. It prohibits either Canada or the United States from interfering with the other’s shipping in the St. Lawrence Seaway System. [BusinessNorth]
FEDERAL

Communications:

On December 1, FCC Chairman Julius Genachowski announced that the FCC would vote on net neutrality rules at its December 21st meeting. In a speech, he outlined the basic shape of the proposal, but didn’t provide much in the way of specifics. Here’s what we do know. Wireless won’t be subject to the same strict rules as wireline service, though it may have some lighter restrictions placed on it. The FCC will propose rules under its Title I authority, so the most drastic option—a Title II reclassification that would have imposed legacy telephone-style rules on the Internet’s infrastructure—appears to be off the table for now. That option had been floated earlier this year after a judge ruled that the FCC’s proposed justification for regulating Net neutrality under Title I wouldn’t fly. So how does Genachowski figure the FCC will regulate under Title I if a judge has already ruled that the agency doesn’t have the authority to do so? The wiggle room here comes from the fact that although the judge said that the FCC’s justification was no good, he also left room for the FCC to attempt to justify its authority some other way—which is probably what the FCC will try to do when the rule is ever challenged. And if the rule passes at the end of this month, sources close to the Commission say it’s a virtual certainty that it will eventually be challenged in court. [Reason.com]
Economy:
· Seventeen months after veering into bankruptcy, General Motors has become the unlikely darling of Wall Street, completing an initial public offering on November 18 that will fetch more than $20 billion and rank as one of the largest in history.  Stripped of laggard brands, costly health-care benefits and bulging debt, the shiny new GM has attracted investors that range from former employees to Chinese auto giant SAIC to big pension funds that only recently lost money on the old GM.  Faced with broad enthusiasm, GM boosted its offering price and size beyond initial expectations.  The federal government seized the opportunity to recoup part of the bailout money it injected into the company in the spring of 2009. The Treasury agreed to sell at least $11.8 billion worth of stock, lowering its 61% stake in what has been disparagingly dubbed "Government Motors" to just under 37%.  [Washington Post]
· Unemployment is set to remain higher for longer than previously thought, according to projections from the Federal Reserve issued November 24 that would mean more than 10 million Americans remain jobless through the 2012 elections - even as a separate report shows corporate profits reaching their highest levels ever. Top Federal Reserve officials project that the unemployment rate, now 9.6%, will fall only to about 9% at the end of 2011 and about 8% when the next presidential election arrives, in late 2012. The central bankers had envisioned a more rapid decline in joblessness in their previous forecasts, prepared in June. The sober economic forecast comes despite signs that the recovery is picking up slightly. The Commerce Department said Tuesday that gross domestic product rose at a 2.5% annual rate in the three months ending in September, not 2% as earlier estimated. And there have been solid readings in recent weeks on job creation, manufacturing and retail.  [Washington Post]
· The nation's unemployment rate climbed to 9.8% in November from 9.6% in October, a seven-month high, as hiring slowed. Employers added only 39,000 jobs last month, a sharp decline from the 172,000 created in October, the Labor Department reported. The weakness was widespread. Retailers, factories, construction companies, financial firms and the government all cut jobs last month. The jobless rate has now topped 9% for 19 straight months, the longest stretch on record. All told there were 15.1 million people unemployed in November. Adding those unemployed people to others who are working part time but would prefer full-time jobs and those who have given up looking for work, 17% of the labor force is "underemployed." That was the same as October. Still, the figure remains close to a record high set last year. [Washington Post]
Environment:

· The Obama administration is retreating on long-delayed environmental regulations — new rules governing smog and toxic emissions from industrial boilers — as it adjusts to a changed political dynamic in Washington with a more muscular Republican opposition. The move to delay the rules, announced December 9 by the Environmental Protection Agency, will leave in place policies set by President George W. Bush. President Obama ran for office promising tougher standards, and the new rules were set to take effect over the next several weeks.  Now, the agency says, it needs until July 2011 to further analyze scientific and health studies of the smog rules and until April 2012 on the boiler regulation. The delayed smog rule would lower the allowable concentration of airborne ozone to 60 to 70 parts per billion from the current level of 75 parts per billion, putting several hundred cities in violation of air pollution standards. The agency says that the new rule would save thousands of lives per year but cost businesses and municipalities as much as $90 billion annually. The boiler rule would affect 200,000 industrial boilers, heaters and solid waste incinerators and is intended to cut emissions of mercury and other dangerous pollutants in half. Mr. Obama can ill afford to be seen as simultaneously throttling the fragile recovery by imposing a sheaf of expensive new environmental regulations that critics say will cost jobs.  The delays represent a marked departure from the first two years of the Obama presidency, when the E.P.A. moved quickly to reverse one Bush environmental policy after another.  Environmental advocates are furious. They fear a similar delay on the approaching start of one of the most far-reaching regulatory programs in American environmental history, the effort to curb emissions of carbon dioxide and other greenhouse gases.  The E.P.A. has said that it will begin regulating carbon emissions from power plants and other major stationary sources on Jan. 2, as a prelude to broader regulation of carbon dioxide in future years.  [NY Times]

· The White House announced December 1 that it won't allow offshore oil drilling for at least 7 years in the eastern Gulf of Mexico or off the Atlantic and Pacific coasts.  Only months before the massive BP oil spill, President Obama had announced plans to allow oil and gas exploration as close as 125 miles off Florida's west coast.  On the Atlantic side, the Outer Continental Shelf from Delaware to Central Florida would have been open to drilling, after feasibility studies. Even before the BP oil spill, Florida Democrats had urged the administration to reconsider their decision.  Environmental groups reacted positively to the news.  [Miami Herald]
· A federal judge in Chicago has denied a Michigan-led request by a coalition of Great Lakes states, including Wisconsin, to shut two Chicago navigation locks to prevent an Asian carp invasion of the Great Lakes. "At the end of the day, plaintiffs have not carried their burden of showing that the balance of the harms weighs in their favor," Judge Robert Dow Jr. wrote in his 61-page ruling on a request for a preliminary injunction to shut the locks before a more permanent solution can be found.  Dow acknowledged in the ruling on December 2 that the threat posed by the giant carp - one of which was plucked from a harbor connected to Lake Michigan earlier this year - is "great," but at this point it remains only a "potential." "Indeed, based on the evidence of record, the harms associated with the potential for increased flooding and sanitary issues and the economic hardships associated with the requested relief outweigh the more remote harm associated with possibility that Asian carp will breach the electronic barriers and establish a 
Health Care:

The House on November 29 agreed to a one-month delay in Medicare payment cuts to doctors. The voice vote postponed a 23% cut in doctors' pay, scheduled to take effect Dec. 1, until Jan. 1. The Senate agreed earlier this month to this latest in a series of short-term fixes. Lawmakers have struggled to come up with a long-term solution to the payments issue, the result of a 1990s law that attempted, with little success, to keep Medicare spending in line. It is estimated that repealing the current system of paying doctors would cost $300 billion over 10 years, and have to be paid through spending cuts or added to the deficit. [Washington Post]

Labor & Workplace:

S.3772  Paycheck Fairness Act, previously passed by the House as H.R. 12, failed to move forward to passage in the Senate when Democrats on November 17 were unable to muster the 60 votes needed (58-41, Kohl & Feingold both yes) to end debate and vote on the bill.  The US Chamber commented that it strongly supports equal employment opportunity and appropriate enforcement of the Equal Pay Act (EPA) and Title VII of the Civil Rights Act of 1964. However, it said, the misnamed Paycheck Fairness Act would dramatically tilt the scales in favor of the trial bar and interfere with routine pay-setting decisions.  [US Chamber Weekly]
Regulation:

A bill giving federal regulators broad new powers over food safety passed the Senate on November 30, marking the first big response in Congress to contamination scares in recent years.  The measure, which cleared the Senate on a 73-25 vote (Feingold & Kohl both yes), would give the Food and Drug Administration the power to order food recalls, which are currently voluntary. It would also give the FDA more authority to track fruit and vegetable shipments, and would mandate that producers write safety plans.  The largely bipartisan Senate bill appeared to be headed for quick passage in the House, which would have sent it to President Barack Obama's desk. But House Democrats said December 1 that it contains fees that are considered tax provisions, which under congressional rules supposed to originate in the House.  The House later included the measure in the continuing resolution on government operations that was passed on December 8.  Small farms had held up the legislation for months. They warned of higher prices as businesses comply with the new rules, and said consumers might lose access to some local produce if smaller farmers couldn't keep up.  An amendment was added this week exempting small farms and food processors with annual sales under $500,000 from the new FDA regulations if they sell their goods directly to consumers or restaurants no more than 275 miles away. But the FDA could remove the exemption in emergency cases.  The bill doesn't address meat safety, which is the responsibility of the U.S. Department of Agriculture. [Wall St. Journal, Yahoo News]
Taxation & Budget:

· President Obama’s fiscal commission chaired by Alan K. Simpson, a former Senate Republican leader, and Erskine B. Bowles, president of the University of North Carolina system and a former chief of staff to President Bill Clinton, included six senior members of Congress from each party and four business and union leaders.  On December 3 it approved by a vote of 11 to 7 a plan to cut federal deficits by $3.9 trillion over the next decade, but fell short of the 14 vote super-majority needed to prompt immediate congressional action.  The 12 congressional members split down the middle, with equal numbers from each party in support and opposition.  Obama praised its work and vowed to study its recommendations closely as he puts together his 1012 budget proposal.  The plan called for eliminating popular tax breaks while preserving smaller breaks for mortgage interest on primary residences, charitable contributions and employer-paid health insurance.  While broadening the tax base it would lower individual and corporate tax rates from a maximum of 35% to no more than 29%.  It included higher Medicare co-payments and reduced social security benefits form many future retirees, as well as an increase in the retirement age from 67, where it’s headed in 2027, to 69 by 2075.  Both defense and domestic spending would be slashed and new rules put in place to lock in those reductions.  For more information on the plan see the deficit commission’s website: http://www.fiscalcommission.gov/  [NY Times, Gannett]

· On December 13 the Senate voted (83-15, Feingold no) to end debate on a bill that would extend for two years all of the tax cuts from the Bush years, institute a two-year 35% reinstatement of the estate tax on estates over $5 million, extend current tax rates on capital gains and dividends for two years, maintain protection for middle-class families from the alternative minimum tax and extend tax cuts for low-income workers from last year’s stimulus law.  The bill would extend for one year a raft of business tax breaks, including credit for spending on research and a provision to encourage more investment in plant and equipment, by letting companies claim deductions on 100% of most kinds of investment.  Recently expired benefits for the long-term unemployed would also be extended for another 13 months. This extension does not affect the duration of benefits, which remain capped at 99 weeks.  The bill means that Emergency Unemployment Compensation and federal Extended Benefits programs will continue to exist for another 13 months.  In addition, the bill includes a one-year 2% cut (from 6.2% to 4.2%) in the employee portion of social security payroll taxes that will put $120 billion in workers’ pockets. Check out the bill here: http://thomas.loc.gov/cgi-bin/query/z?c111:H.R.4853: Bitterly frustrated Democratic House leaders began exploring whether they would have the votes for such a package.  It’s likely that Republicans would have to generate large numbers of votes to advance any deal in Congress.  The House on December 2 had approved a bill to continue the lower tax rates enacted during the Bush administration for Americans they described as “middle class.” The vote was 234 to 188 (Kagen “yes”), with three Republicans joining 231 Democrats in favor; 20 Democrats and 168 Republicans were opposed.  In the Senate a bill to extend only the middle class tax cuts was blocked on a vote of 53-36 on December 4, seven short of the 60 needed to advance. (Unanimous Republicans were joined in opposition by four Democrats including Feingold and independent Lieberman.)  A second measure letting taxes rise on incomes over $1 million was blocked on a vote of 53-37 (Feingold again opposing).   [NY Times, AP, Wall St. Journal, Tax Foundation]
· On November 29 President Obama proposed a federal pay freeze.  He said his proposal, if approved by Congress, would save $28 billion over five years—a tiny percentage of the total federal debt, now pegged at $13.7 trillion.  The freeze would not apply to the military, he said.  The Cato Institute said the pay freeze appears to apply only to cost-of-living adjustments, not the “step” and “grade” increases that federal workers receive on a regular basis.  It also wouldn’t affect federal benefits.  [USA Today]

· The House on December 8 passed a measure that authorizes almost $1.1 trillion “continuing resolution” (CR) for government spending for the rest of the fiscal year, the same level as last year.  The 212-206 vote on mostly partisan lines sets the stage for Senate debate on a more-detailed omnibus measure that will be offered as a substitute to the CR. On December 14 Democrats released their $1.2 trillion spending bill.  Republicans want to pass short term funding now and take up individual departmental spending bills in February.  To empede this bill’s progress they said they will force Democrats to read the entire bill from the floor. Senate Appropriations Committee Chairman Daniel Inouye (D-HA) has begun to win bipartisan support for the bill which cuts close to $26 billion from Obama’s 2011 budget requests but remains about $18 billion over 2010 spending levels, largely because of increases for the Defense and State Departments, more money for the Pell grant program for college tuition, and thousands of pet projects sought by lawmakers. It's unclear whether that measure can get enough support from GOP old-timers to survive a filibuster by party conservatives. The House bill is free of "earmarks." Among the funding shifts being made: at Interior, cuts from a Great Lakes restoration project will help pay for newer concerns such as increased funding for offshore oil and gas inspections.  A widely backed food safety bill is also hitching a ride on the House legislation. That measure passed the Senate by a 73-25 vote but got caught in a snag because it contained revenue provisions that, under the Constitution, must originate in the House.  The House bill also contains $624 million to implement the nuclear weapons treaty with Russia, known as New START, that's pending before the Senate.  [Politico, CNN, Yahoo News, Christian Science Monitor]

· The Senate on November 29 rejected repeal of a health care reform provision that would force businesses to file dozens, if not hundreds, more forms with the Internal Revenue Service every year. The body was unable to agree on whether they would make up the revenue the new requirement was expected to produce. The health care reform law requires about 38 million businesses, charities and tax-exempt organizations, beginning in 2012, file a 1099 form any time they spend more than $600 a year with any other business for goods and services. That’s a dramatic expansion of current 1099 reporting requirements, which apply only to payments made to unincorporated providers of services. Congress included the provision as a way to raise an estimated $17 billion in revenue to help pay for the cost of health care reform. In theory, third-party reporting of income, such as that provided by 1099s, makes businesses less likely to cheat on their taxes, thereby bringing in more revenue to the government. Small businesses, however, contend this new requirement would create a paperwork nightmare. They’ve been fighting for repeal ever since the law was passed.  Senators tried twice to amend an unrelated food safety bill to repeal the filing requirement. Both proposals, one by Sen. Max Baucus (D-MT) and another by Sen. Mike Johanns (R-NE) failed to get the necessary two-thirds majority.  Baucus’ bill did not provide a way to make up for the revenue that would be lost by 1099 repeal while Johanns’ bill calls for the Office of Management Budget to pay for 1099 repeal by using unspent funds sitting in existing government accounts. The House would have to sign off on the legislation in order for it to reach Obama’s desk and be signed into law. The House voted in July against repealing the requirement, when House members could not agree on how to make up the lost revenue.  [Business Journal, CNSNews.com]
Trade:

· South Korea said the revised free trade agreement with the U.S. is mutually beneficial and won't hurt the nation's carmakers. The countries agreed on December 3 to revise the stalled free-trade accord and change provisions for automobiles and pork. The U.S. will now end its 2.5% tariff on automobiles in five years, instead of immediately or after three years, as was previously agreed. South Korea will cut its 8% tariff on U.S. automobile imports to 4% immediately, instead of eliminating it entirely. The U.S. will maintain a 25% tariff on truck imports for eight years instead of beginning to phase it out immediately. In addition, each U.S. automaker will be able to send South Korea 25,000 cars a year that meet U.S. safety standards. They would be exempt from separate South Korean standards.  With almost $68 billion in trade between the nations, a deal would be the U.S.’s largest since the North American Free Trade Agreement in 1994, and would help President Barack Obama meet his goal of doubling American exports in five years.  [Bloomberg News]
· The U.S. trade deficit narrowed much more than expected in October, as exports rose a robust 3.2 percent and imports declined slightly in the face of slackening demand for industrial and petroleum products, the Commerce Department said December 10.  The trade gap totaled $38.7 billion.  The smaller-than-expected deficit could boost estimates of U.S. fourth-quarter economic growth because it implies a larger share of U.S. demand is being met by domestic production. [NEW International Business]
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