[image: image1.jpg]GREEN BAY AREA

CHAMBER

OF COMMERCE

b



[image: image1.jpg]

PUBLIC POLICY COUNCIL News Briefing  Nov. 19, 2010  |  contact: Nan Nelson (920) 593-3418

LOCAL

Budgets:

· Green Bay aldermen approved new spending initiatives November 16 in the city's 2011 budget, adding more than $200,000 to a plan that already topped $103 million.  The City Council reversed proposed employee layoffs and program cuts, and boosted police staffing to its highest level in years, beyond what the police chief said was necessary.  The changes added $249,660 to Mayor Jim Schmitt's recommended budget and raised property tax collections about $500,000, to $51.5 million, the same increase proposed by the mayor.  Schmitt applauded the final package — which 
emerged from seven hours of tense deliberations at City Hall — because growth in Green Bay's tax base will mean no increase in the property tax rate of $8.86 per $1,000 of property value.  Aldermen offset spending increases with new bulk trash pickup fees, limits on administrative employee raises, unpaid work furloughs for employees, and revenues tapped from mass transit and Bay Beach Amusement Park.  The bottom line of $103,787,440 is $2 million more than the city's current budget.  Members of the council erupted in applause after the measure was approved on a 12-0 vote, the first time in recent memory with no opposition. [Press Gazette]

· The Brown County Board approved (21-5, Tumpach, Nicholson, VanderLeest, Buckley & Fewell voted “no”) a 2011 budget on November 8 with no tax levy increase.  Supervisors made the final cut by deciding to take $1.7 million from the general fund (leaving $11 million and not affecting the county’s AAA bond rating) and approved a spending decrease of more than $1.8 million from the 2010 budget.  The voted 14-12 to approve a 2% wage increase with a maximum of $500 per employee, except for the county executive’s salary which will be held at $89,672 for the next four years.  The spending plan adds 1.4 positions. Several positions will remain unfilled.  [Press-Gazette]
Economic Development:

The Navy wants Congress to approve two new warship-building contracts instead of one, a move that would guarantee Wisconsin's Marinette Marine Corp. a multi-year project expected to create 1,000 new jobs and thousands more in offshoot work. Currently, Marinette Marine and its partner, Lockheed Martin Corp., are competing against Alabama shipbuilders Austal USA and its partner, General Dynamics Corp., for an all-or-nothing contract for 10 ships. But the Navy, recognizing that competition between the two teams has made the ships less costly, is asking Congress to let it award a 10-ship contract to each.  A contract to construct 10 of the Navy's new littoral combat ships would roughly double the number of workers at Marinette Marine, said company president Richard McCreary. "We're presently at a thousand," McCreary said. "With LCS as an ongoing program, we would be at approximately 2,000." In addition, McCreary said, "there's another roughly 5,000-person impact in Wisconsin and Michigan from vendors, suppliers, service providers - that sort of thing,"  "I am strongly in favor of a 10-and-10 program, which would require legislation - and I'm willing to work very hard if the opportunity arises in the lame-duck session to make this happen," US Rep. Steve Kagen said.  If approved by Congress and supported by the companies, the proposal would reverse the Navy's plan announced in September 2009 to pick only one of the two ship designs. Under the revised plan, the Navy would award each contractor one ship each for the fiscal years 2010 and 2011 and two ships each in the years 2012 to 2015 for a total of 20 ships. Congressional approval is needed by mid-December to lock in the prices offered. Both Senators Herb Kohl (D-WI) and Carl Levin (D-MI) who is chairman of the Armed Service Committee, feel the support of Congress to award the contracts is there. However, plans are still in place to select a single winner as proposed in September 2009 by the Navy if Congress does not approve the new proposal.  The Navy ultimately plans to buy 55 vessels. The ships are designed to run close to the coast for mine clearance, submarine hunting and humanitarian relief. The Marinette Marine, Lockheed Martin Corp., design has an LCS 378 feet long with a high-speed steel hull that enables it to travel over 40 knots per hour, about 50 miles hour.  The Austal and General Dynamics design is for an aluminum trimaran design, something that has never been used in a U.S. warship. It is 419-feet long with a 7,300 square foot light deck and bay. Currently one ship of each design is already in service: the U.S. Freedom, built by Marinette Marine, and the U.S. Independence built by Austral. Marinette Marine is scheduled to launch the third LCS, the U.S. Forth Worth on Dec. 4. [Journal Sentinel Online, Bloomerg News, Peshtigo Times]

Economy:

The Green Bay metro area unemployment rate was 6.6% in September, down from 7.2% in August, according to the state Department of Workforce Development.  Statewide, unemployment in September was 7.8%, down from 7.9% in August, and 8.8% in September 2009.  Rates declined in each of the state’s 12 metropolitan areas and lower in 71 out of 72 counties.  The lowest unemployment rate was 5.1% in Madison and the highest 14.5% in Menominee County. [Press-Gazette]
Education:

Green Bay School Board on October 25 unanimously adopted a $244.2 million budget for the 2010-11 school year. The package represents a 0.8% spending increase from last year's $242.4 million budget.  The board also approved a $79.3 million tax levy, up 3.8% from last year's $76.4 million levy.   The equalized tax rate is $9.67 per $1,000 of equalized land value, up 60 cents — or 6.6% — from $9.07 per $1,000 of property value for 2009-10.  Under the final spending package, the owner of a home valued at $100,000 can expect to see about a $27 increase to the school portion of their property taxes. "I don't think you can ever say you're happy or pleased about a tax rate, but I think we have one of the lowest tax rates when compared with bigger school districts," school Superintendent Greg Maass said before the vote.  [Press-Gazette]
Elections:

Chamber-endorsed sheriff candidate John Gossage won by a 3-1 margin.  [Press-Gazette]
Environment:  

Groundwork that began on November 1 was temporarily halted November 10 for a 70,000 SF building near the corner of Waube Ln. and Packerland Dr. that officials of the Oneida Seven Generation Corporation say will process 150 tons of garbage a day, turning it into enough electricity for 3,000 homes.  It is expected to be operational by end of 2011.  The company has been in negotiations with Brown County for more than a year to be able to use waste from the transfer station in Hobart to fuel its pyrolitic gasification project, and there is still no contract in place.  Under this process garbage is turned into a gas that powers generators without burning any material.  “No smoke stacks, no incineration, no emissions,” said the company. Following a protest by the Village of Ashwaubenon, and nearby Schneider National, the tribe has put a hold on the project.  The village has asked a the US EPA and the Wisconsin DNR to require an environmental impact statement before proceeding.  The company’s CEO said they would make some changes to the site plan before moving forward within 30 days. [Press-Gazette]

Government Efficiency and Cooperation:

The County Board voted 21-5 on October 20 to approve bonding for the purchase and renovation of the former S&L Motors site in Bellevue, clearing the way for relocation of the Brown County Sheriff's Department which could be completed by next spring. A three-fourths vote, or 20 supervisors, was required to approve the bonding.  Key votes were cast by supervisors Dan Haefs and Bill Clancy who opposed the purchase of the S&L property when the Board voted 15-9 in August to buy it.  But it was Haefs' recommendations to lower the borrowing from $5 million to $4.75 million and to amend the payment schedule by paying more of the principal right away — a potential savings of $1 million in interest over 20 years, he said — that were backed by supervisors.  Hinz, Zima and Sheriff Dennis Kocken have lobbied for the S&L site for months, saying it is ideally located near the intersection of County GV and Wisconsin 172, it will alleviate the crowding problems in the downtown offices, and it will eliminate lease and parking costs. They also argued that the timing was ideal because the county would receive a 35 percent rebate from Build America Bonds, a federal program scheduled to expire at the end of 2010.  Hinz told supervisors that the relocation had the support of elected officials in Bellevue, Ledgeview, New Denmark, Morrison and Rockland and was supported by the Green Bay Area Chamber of Commerce.  Those voting against included Tumpach, Nicholson, VanderLeest, Buckley and Fewell.  [Press-Gazette]
Transportation:

· The four-lane expansion of 1.72 miles of Brown County GV is ready to begin.  The Brown County Board approved the $7.9 million project by a voice vote October 20 with only Supervisor Dave Kaster, who lives on the highway, voting against it. The county's share of the project, which is expected to be completed in 2013, is $3.95 million, with the balance split between the Bellevue and Ledgeview. The municipalities will decide how their shares will be paid.  The four-lane highway will include a 150-foot right-of-way, 20-foot medians, bike lanes and a hiking trail. The project will also include swales that will help in stormwater runoff.  The project will run from County G to just south of the intersection of Wisconsin 172. It has received support from the Bellevue Village Board and the Ledgeview Town Board.  Roadway construction will be done in 2012. [Press-Gazette]

· Airport Director Tom Miller has earmarked $300,000 for marketing in 2011 to further increase the airport's profile.  the marketing funds will not impact the tax levy. The airport is a self-supporting enterprise operation and does not use tax funds.  Although Miller said he would not provide details about the marketing strategy for competitive reasons, it appears to be aimed at discouraging travelers from driving to Milwaukee and flying from General Mitchell International Airport.  The four major airlines that fly out of Green Bay are Delta (recently merged with Northwest Airlines), United Airlines, American Airlines and Frontier (recently merged with Midwest Airlines). Continental Airlines also has limited flights out of Austin Straubel. Although the Outagamie County Airport in Greenville is a closer option than Milwaukee, Miller said it doesn't figure as much into the competition for passengers.  Passenger travel at the airport was up 1.8 percent at the end of September compared with a year ago. And the major airlines showed profits in the third quarter.  [Press-Gazette]

STATE

Business and Economic Development:

· Unemployment in Wisconsin dropped slightly to 7.8% in September.  The latest figure released October 21 by the State Department of Workforce Development shows that the seasonally adjusted rate inched downward after two months stuck at 7.9%.  Unemployment is a full percentage point lower than a year ago.  The monthly rate remains below the national unemployment rate for September of 9.6%.  The department reported a net decrease of 9,900 private sector jobs, while jobs in the government sector rose by 400, which was attributed to the start of the school year.  [AP]

· Wisconsin’s average electricity price rose 5.6% annually during 2000-09, faster than the national average (4.2%) and that of all but five states. Once a state with low-cost energy, Wisconsin electric rates are now 20th highest nationally, up from 36th in 2000 and 40th in 1990. These findings are from a new Wisconsin Taxpayers Alliance study.  In 1990, the average price of Wisconsin’s retail electricity was 5.37 cents per kilowatt hour, 18% below the U.S. average. Prices rose only modestly throughout the 1990s and were 16% below the national norm in 2000.  By 2009, however, prices here were just 5.5% below U.S. prices. Rising coal prices, higher shipping and rail costs, and the building of new electric generation and transmission capacity were primarily responsible for rising electricity costs. Since 2000, coal prices nearly doubled ($1.02 to $1.90) for Wisconsin utilities, rising an average of 8% annually. During that same time, the Wisconsin Public Service Commission approved about 7,000 megawatts of new generation, and significant transmission improvements were completed. Generation and transmission upgrades were largely the result of near-brownouts in the summers of 1997 and 1998. Coal continues to be the state’s main resource for electricity generation. Although used less in recent decades, coal still accounts for over 63% of the state’s power vs. 48% nationally. Based on May 2009 figures, Wisconsin’s per capita consumption of coal for electricity production was 19th highest nationally. [Wisconsin Taxpayers Alliance]
· Wisconsin is spawning new firms at a rate less than all but eight states. Since 1994, an average of only 4.5% of all private firms in the state were new in any quarter, a firm-creation rate well below the US average (5.4%). The finding was part of a new Wisconsin Taxpayers Alliance (WISTAX) analysis, “Wisconsin Jobs and Wages: A Wake-Up Call?,” that examined job and wage trends, as well as firm creation. “With national research showing that most, if not all, net new jobs come from firms that are five-years old or less, our lack of firm creation is troubling,” observed Todd A. Berry, WISTAX President, “and it goes a long way toward explaining Wisconsin’s lack of job growth over the last 15 years.” Several factors could contribute to the dearth of new firms here, WISTAX found. Among them were the state’s particular mix of industries, its relative lack of investment capital, and several aspects of its “business climate.” According to WISTAX, new firms were more likely to emerge in construction, professional services, and information technology, and less likely to be found in manufacturing or health/education. Wisconsin’s challenge is that its employment is concentrated less in the first three areas and much more in manufacturing. This “industry mix” leaves the state at a disadvantage compared to others. Wisconsin also appears to lack the startup capital needed by new firms. From 1995 through 2008, venture capital here averaged $13 per capita, or 36th among the states. Nationally, venture capital averaged nearly $110 per capita. Among its neighbors, only Iowa was lower, while Minnesota averaged nearly $85 per person, more than six times Wisconsin’s amount.  Also examined in the WISTAX research were Wisconsin’s lagging wages. Since 1981, inflation-adjusted wages here rose 18.5%, compared to 27.0% nationally. Thus, average wages here were 13.1% below the US average in 2009. Lagging wages cut across industries. WISTAX found that Wisconsin trailed the nation in 70 of 81 industries studied. In 24 industries, average wages here were at least 20% below the national norm. Pay was higher in several key industries, including electrical equipment, food, and paper manufacturing, and in printing. Lagging productivity—or output per worker—was an important factor contributing to Wisconsin’s below average wages. In 1969, state productivity was 5% under the U.S.; by 2008, it trailed the nation by almost 15%, a deficiency found across most industries. WISTAX also found that about 160,000 new jobs are now required to restore Wisconsin employment to 2007 levels, and at least 10,000 more jobs are needed to return the state unemployment rate to under 5%. To do that, WISTAX suggested that there needs to be greater emphasis on improving the state’s rate of firm creation and on increasing the amount of capital available to new firms. Longer term, Wisconsin needs to stem its erosion in relative wages, either by raising the productivity of current workers or by creating new high-wage jobs.  See the report at http://www.wistax.org/taxpayer/1009.pdf   [Wisconsin Taxpayers Alliance]

Elections:

· Voters ushered in a new group of Republicans into state office, electing Scott Walker as governor (with 56% of Brown County’s vote), and taking control of both the state Assembly and Senate (the first time since 1938 that both houses flipped in the same election, and the first time since the 1995-96 legislative session that Republicans will control the Assembly, Senate, and the Governor's Office).  Senate Majority Leader Russ Decker (D-Wausau) and Assembly Speaker Mike Sheridan (D-Janesville) both conceded their re-election battles. The Assembly will hold a 60-38-1 advantage in upcoming legislative session for the GOP.  In the Senate Republicans will have a 19-14 majority heading into the 2011-12 session. The outcome leaves Senate Minority Leader Scott Fitzgerald (R-Juneau) and his younger brother, Assembly Minority Leader Jeff Fitzgerald (R-Horicon), as the Senate majority leader and the Assembly speaker - the second and third most powerful elected officials in the Capitol.  In the Assembly, Republicans chose Scott Suder of Abbotsford as majority leader and Rep. Bill Kramer (R-Waukesha) will preside over the Assembly as president pro tempore. Rep. Peter Barca of Kenosha has been elected as leader of Democrats in the state Assembly. The senators picked Sen. Mike Ellis of Neenah as Senate president. Democrats elected Sen. Mark Miller of Madison as their minority leader.  Local election results included wins for Frank Lasee, Senate District 1; and in the Assembly Garey Bies #1, Andre Jacque #2, Al Ott #3, Chad Weininger #4, Jim Steineke #5, Gary Tauchen #6, John Klenke #88, John Nygren #89, and Karl Van Roy #90. Republican incumbent J.B. Van Hollen was returned as attorney general.  A referendum calling for an amendment to the state constitution to prohibit transfers or lapses from the state’s segregated transportation fund passed statewide by 71%.  It passed in every county where a vote was held, with the lowest total 61.5% in Trempealeau and the highest 85.1% in Dodge.   Sen. Alberta Darling (R-River Hills) will be one of the co-chairs of the powerful Joint Finance Committee. The other Senate Republicans on the committee will be: Luther Olsen of Ripon; Sheila Harsdorf of River Falls; Joe Leibham of Sheboygan; Glenn Grothman of West Bend; and Randy Hopper of Fond du Lac.  Republican assembly members on the committee will be Robin Vos of Caledonia — who will serve as co-chair — as well as Dan LeMahieu  of Sheboygan, Mark Gottlieb of Port Washington, Dan Meyer of Eagle River, John Nygren of Marinette and Pat Strachota of West Bend. Senate and Assembly Democrats will make their appointments to the 16-member committee later.  [AP, Journal Sentinel Online, Hamilton Consulting]
· Governor-elect Scott Walker asked outgoing Gov. Jim Doyle’s administration on November 11 to stop federal health care reforms in the state, cease negotiations on state workers’ contracts and abandon any new rules by state agencies.  He also asked Doyle to hold off on hiring for permanent state civil service positions.  He said he wants to prevent political appointees from moving into civil service jobs and promised to review any new permanent hires over the next two months “so they can be considered for termination.”  He also told Doyle to nix plans to install a biomass boiler at the University of Wisconsin – Madison and begin planning for a natural gas boiler.  [AP]

· Governor-Elect Scott Walker's transition office is open for business. Walker recently unveiled a webpage encouraging businesses to expand in, and relocate to, Wisconsin. The website also solicits feedback on state obstacles to job creation and retention.  Check it out here: http://transition.wi.gov/business.asp?locid=177  [WMC Capitol Watch]
Health Care:
The state plans to name a coalition of four nonprofit organizations to run its electronic health information exchange, according to a news release from the board charged with planning the exchange. The Wisconsin Relay of Electronic Data (Wired) for Health Board has recommended the Wisconsin State Health Information Network, a collaboration of the Wisconsin Medical Society

 HYPERLINK "http://www.bizjournals.com/" \l "bizWatch-infoPopup" , to run the exchange, according to the release issued October 25. Wisconsin received a $9.44 million federal stimulus grant to create a health information exchange. The grant allocated $944,000 toward creation of the plan, with $5.71 million going to implementation and the remainder going to participation in a national health information exchange. The state exchange must be governed by a nonprofit, public-private organization. [Business Journal of Milwaukee]Wisconsin Collaborative for Health Care Quality

 HYPERLINK "http://www.bizjournals.com/" \l "bizWatch-infoPopup"  and the Wisconsin Hospital Association

 HYPERLINK "http://www.bizjournals.com/" \l "bizWatch-infoPopup" , the Wisconsin Health Information Organization, the 
Labor and Workplace:

· The Wisconsin Supreme Court on October 14 deadlocked 3-3 on the challenge to the Milwaukee Mandatory Sick Pay Ordinance challenge filed by the Metropolitan Milwaukee Association of Commerce (MMAC). The matter will now return to the Court of Appeals for further review. The injunction of this ordinance remains in place. The law firm of Michael Best and Friedrich’s argument in the case can be found here:  http://www.michaelbest.com/michael-best-argues-before-wisconsin-supreme-court-on-mandated-sick-pay-ordinance/    [WMC Capitol Watch] 
· On November 4 a stipulation was signed, pending federal judicial approval, that the state of Wisconsin will not enforce a new law that took effect in May designed to help union organizing efforts.  Wisconsin Manufacturers & Commerce (WMC) and Metropolitan Milwaukee Association of Commerce (MMAC) filed the lawsuit in September challenging the constitutionality of a recent amendment (2009 Wisconsin Act 290) to the Wisconsin Fair Employment Act (WFEA) that, with limited exceptions, broadly prohibits employers from requiring employees to attend meetings or participate in other communications, the primary purpose of which is to discuss whether employees should join or support a union.  Wisconsin is only the second state in the nation to enact such a law. Oregon passed a similar law earlier this year and other states may be soon to follow. The model for these laws was drafted by the AFL-CIO and their passage has become one of the highest priorities of organized labor since Congressional support for passage of the Employee Free Choice Act (EFCA) has waned.  [AP, WMC HR newsletter]
State Budget & Spending:

Wisconsin’s desperate fiscal condition is worse than previously estimated, according to an official analysis released October 18.  Bob Lang, Director of the non-partisan Legislative Fiscal Bureau, broke down the numbers in a  2009-10 Annual Fiscal Report memo he sent to the co-Chairs of the Joint Finance Committee. The State’s General Fund balance closed the fiscal year $265 million below estimates. According to the memo: “The report indicates that the gross, closing general fund balance for 2009-10 is $71 million. This is $265 million below the $336 million amount estimated at the conclusion of the 2009-10 legislative session. The $265 million variance is due to reduced departmental revenues (non-tax receipts deposited in the general fund) of $43 million and increased net expenditures of $222 million.” The largest discrepancy came in the area of medical assistance.  “Net appropriations exceeded budgeted amounts by $222 million. This is primarily due to the fact the medical assistance (MA) program spent $207 million more than budgeted in 2009-10. To fund a shortfall in the MA program in 2009-10, the administration transferred amounts from the biennial appropriation for MA from 2010-11 to 2009-10.”  Wisconsin’s Medical Assistance program, also known as Medicaid, funds health care services for eligible low-income, elderly, blind, and disabled individuals. The program includes BadgerCare Plus, long-term care and blind, elderly and disabled Medicaid.  According to Lang’s memo: [I]t is currently estimated that the GPR appropriation for that program will be insufficient by approximately $148 million for the 2009-11 biennium. To address this shortfall, the Department of Health Services (DHS) intends to seek approval to apply an estimated surplus in the SeniorCare program appropriation of $20 million to MA. DHS also intends to seek approval to delay certain MA capitation payments that would otherwise be paid to managed care organizations in May, 2011, to the 2011-12 fiscal year, thereby reducing the 2009-11 shortfall by an additional $44 million GPR. With respect to the remaining projected GPR deficit of $84 million, the Department is exploring a number of alternatives including seeking additional federal matching funds.” [MacIver News]
Transportation:

· On October 20, the Transportation Projects Commission recommended four major highway projects for construction. Before construction can begin, the projects must undergo an environmental review and be approved by the full Legislature and Governor. The four projects are I-39/90 – Dane and Rock counties; US 10/WIS 441 – Winnebago County; WIS 38 – Milwaukee and Racine Counties; WIS 15 – Outagamie County (descriptions courtesy of the DOT).  If built, they would cost a total of $1.36 billion.  [WMC Capitol Watch]

· Outgoing Governor Jim Doyle on November 4 ordered contractors to suspend work on the $810 million Madison-to-Milwaukee federally funded high-speed train line.  Governor-elect Scott Walker has vowed to stop the project, which he calls a waste of taxpayer money saying that at $7.5 million a year, it will cost the state too much money to operate.  The state put on hold some $130 million in contracts and 412 jobs with nine companies.  As a result of the stoppage, the state is responsible for $14.25 million, a number that includes contract cancellation fees and money already spent. Taxpayers would also be on the hook for an additional $83.4 million in line upgrades, which include renovations to the Milwaukee train station, improvements at Mitchell International Airport and a maintenance facility for the Hiawatha line between Milwaukee and Chicago.  Officials had planned to use federal stimulus dollars to pay for those upgrades, which are needed regardless of whether the new line is built.  News of the governor's decision came as a disappointment to Talgo, which opened a factory in Milwaukee earlier this year and had planned to hire 125 people — 40 by the end of November. If the project is dead, the Spanish company would have to change direction and essentially close up shop in Wisconsin.  Walker has said he is investigating ways for the state to keep the federal stimulus money and spend it on other infrastructure projects, such as roads and bridges. Such a move would require approval by Congress.  But on Monday, US Transportation Secretary Ray LaHood sent a letter to Walker warning the governor-elect that none of the stimulus money could be spent on such projects.  Already New York's Gov.-elect Andrew Cuomo has asked the federal government to redirect $1.2 billion to New York for passenger rail projects. He's asked LaHood to give the money to his state if the new governors in Ohio and Wisconsin kill their states' projects. US Reps. Jim Sensenbrenner of Brookfield, Paul Ryan of Janesville and Tom Petri of Fond du Lac introduced legislation November 16 in the House of Representatives that would let states return their shares of federal high-speed rail money for deficit reduction rather than risk losing the money to other states for rail projects. So far, politicians from New York, Illinois and California have said they would take Wisconsin’s $810 million. [Wisconsin State Journal, AP, Daily Reporter]

FEDERAL

Economy:
Employers added 151,000 jobs in October, more than double what analysts expected, the Labor Department said on November 4.  The US unemployment rate remained 9.6%.  The job gains were concentrated in the private sector, especially in service industries. Temporary-help firms added 35,000 positions.  The government sector was a drain on employment, shedding 8,000 positions in October, mainly among state and local governments while education shed 14,000 jobs.  In another piece of promising news, both the average hourly work week and average hourly earnings rose, so that weekly earnings edged up 0.6%, to about $780 from $776. Overall economic growth was 2% in the July-through-September quarter, a bit below the long-term U.S. economic trend.    [Washington Post]

Elections:

· Democrats will start the lame-duck session with one fewer vote than they had before the election, making it tougher for them to pass legislation by the end of the year.  Sen.-elect Mark Kirk (R-Ill.), Sen.-elect Joe Manchin (D-W.Va.) and Sen.-elect Chris Coons (D-Del.) will take office immediately when senators return to Washington after the election.  All three candidates will be sworn in before the rest of the incoming freshmen because they were elected to serve the remainder of unfulfilled terms.  [TheHill.com]
· Voters tore apart the complex map of America President Barack Obama proudly displayed after his 2008 victory, driving Democrats from office in rural areas, the suburbs and virtually the entire South — and unseating a generation of powerful Democratic centrists. Republicans took the House of Representatives (including a victory for 8th District challenger Reid Ribble over Steve Kagen) but fell short in the Senate, where Majority Leader Harry Reid survived a tea party-fueled challenge to win a fifth term.  Republicans picked up 60 seats in the House and six in the Senate (including Ron Johnson’s win over 18-year incumbent Russ Feingold), four short of what they needed to win control of the upper chamber. The new GOP majority is expected to hobble the president’s legislative agenda and bleed his administration with subpoenas and investigations. And the 2010 results will haunt his reelection campaign, as Republican governors appear likely to retake control of the crucial battlegrounds of Ohio, Florida and Pennsylvania. [Politico]
· Analysis of the impact of the election on business issues was especially well-covered in the Wall Street Journal.  Read their round-up from various correspondents at: http://online.wsj.com/article/SB10001424052748704506404575592462788545960.html 
Environment:

· Future tractor-trailers, school buses, delivery vans, garbage trucks and heavy-duty pickups are targeted under fuel-efficiency rules coming from the Obama administration.  The Environmental Protection Agency and Transportation Department proposal is for medium- and heavy-duty trucks, beginning with those sold in the 2014 model year.  The proposal, released October 25, seeks a 20% cut in greenhouse gas emissions and fuel consumption from long-haul trucks.  [AP]

· The Environmental Protection Agency in October waived a limitation on selling fuel that is more than 10% ethanol for cars and light trucks made in 2007 and newer. Under the EPA's waiver decision, fuel and fuel additive manufacturers are allowed to introduce into commerce gasoline that contains up to 15% ethanol (also known as E15).  The EPA denied a portion of the waiver for introduction of E15 for use in model year 2000 and older light-duty motor vehicles, as well as all heavy-duty gasoline engines and vehicles, highway and off-highway motorcycles, and nonroad engines, vehicles, and equipment. The EPA will decide at a later date whether E15 will be allowed for model year 2001 to 2006 vehicles.  [Hamilton Consulting]
· The Obama administration and the new Congress appear headed for early confrontations over the reach of environmental regulation and federal subsidies for fossil fuel development. The administration is moving determinedly forward on a series of actions to limit emissions of greenhouse gases and other air pollutants, to restrict some coal mining practices and to eliminate multibillion-dollar tax breaks for the oil and gas industry. Those initiatives have already generated bipartisan objections in both houses of Congress, and the numbers in opposition grew with Tuesday’s voting. Republican leaders in both houses, along with many Democrats and a number of state attorneys general, support measures to block the Environmental Protection Agency from regulating carbon dioxide and other greenhouse gases, as it plans to do starting in January. They will find fervent and well-financed support from business interests that fear the effect of such regulation on their cost of doing business.   Instead of seeking a broad approach to energy and climate change, Mr. Obama said, he would look for smaller policy bites that could attract Republican support. He said he hoped to generate wide support in the new Congress for further development of electric vehicles, for converting some of the nation’s heavy truck fleet to run on natural gas, for incentives for energy efficiency in buildings and appliances, and for more emphasis on renewable energy and nuclear power. He said such programs lead to innovation and can create thousands of jobs.  [NY Times]

· Less than two months before the EPA intends to require air permits for greenhouse gas (GHG) emissions under the Clean Air Act, the agency issued permitting guidance to state permitting agencies charged with implementing the new permit requirements. The guidance document provides guidelines for implementing Best Available Control Technology (BACT) for GHG emissions. BACT is a top-down, case-by-case analysis of emission control technology required under federal New Source Review (NSR) permitting regulations.  Although the EPA guidance does not recommend a specific control technology for any given source sector, energy efficiency measures appear to be the most likely requirement. Business groups are concerned that the vague nature and untimely release of this document will not provide businesses or DNR permitting staff with adequate information to comply with the January 2, 2011 deadline for issuing GHG permits.  A coalition of state and national business groups has asked the D.C. Circuit of the U.S. Court of Appeals to issue a stay for a series of GHG rules issued by the EPA.  They ask the court to suspend enforcement of EPA’s rule package during the time when the validity of the rules is being litigated, explaining how businesses would suffer irreparable harm if the stay motion was not granted. Briefs from both sides of the case have been filed, and the Court is expected to issue a decision to grant or deny the petition in the next three to four weeks.  [WMC Capitol Watch]

Finance:
Global stock markets staged and explosive rally on November 4, embracing a move by the Federal Reserve to try to rejuvenate the US economy by buying $600 billion in Treasury bonds in a move known as “quantitative easing.”  Fed chairman Ben Bernanke said the bond purchases would drive down interest rates on mortgages and other borrowing.  In announcing the program, the Fed left the door open to further action later.  The Fed’s bond purchases flood financial markets with dollars, diluting the dollar’s value against other currencies and making US exports cheaper to purchase.  As the Fed’s program drives down yields on US Treasury bonds, many investors will shift money to other countries or to stocks which offer a better return. And in an opinion piece published that same day Bernanke envisioned higher stock prices as part of a “virtuous circle:” lower interest rates on loans will encourage companies to borrow and expand; cheaper mortgages will let more people buy or refinance; higher tock prices will boost the wealth and confidence of both individuals and businesses; spending will rise lifting incomes, profits and economic growth.  Fed leaders think this action will be the equivalent of a three-quarter-point reduction in the Fed’s benchmark interest rate.  [AP]
Labor & workplace:

The Senate is currently debating the Paycheck Fairness Act. According to business groups, on its face the bill seems innocuous enough. After all, who wouldn’t be in favor of gender equity in the work place?  However, they say, the bill — already approved 256-163 in the House last year —would try to ensure pay equity by restricting employers salary decisions, making it easier to file suit against employers believed to be engaged in sex-based pay discrimination and requiring businesses to disclose detailed salary information to the government.  The US Chamber said “This would be the first law in the EEOC’s (Equal Employment Opportunity Commission) jurisdiction that would have unlimited punitive damages at their disposal. And they are notorious for engaging in bad faith and using heavy handed tactics to get employers to cave in. If now there is no limit on the punitive damages, you can imagine the threat to business.”  [Daily Caller]

Taxation & Budget:

· The federal deficit shrank slightly in fiscal year 2010, but on most other measures, it was a dark year for the government's fiscal health. Social Security's basic trust fund paid out more than it received for the first year in decades, overall basic spending was up by 9%, and if it weren't for money paid back by the end of the Wall Street bailout the deficit would have broken 2009's record.  The government has now run a deficit for 24 straight months, reaching back to the end of the Bush administration. That streak is by far the longest period of red ink in Treasury statistics that go back to the beginning of the Reagan administration.  September's deficit was $34.5 billion, and it brought the total deficit for fiscal year 2010, which ended Sept. 30, to $1.294 trillion — the second-highest total on record, behind 2009's staggering $1.416 trillion figure.  President Obama is committed to producing a budget that will try to cap non-security discretionary spending in 2012 — continuing a pledge he made for fiscal year 2011.  If that does happen, it would be a major break with last year.  Basic federal spending grew at 9% in 2010, according to the Congressional Budget Office, which said the rise was "somewhat faster than in recent years."  One major factor in the deficit jump was payments of interest on the national debt, which CBO, in a preliminary analysis earlier this month, said grew at 13% in 2010. As of October 14, the country's total debt stood at $13.607 trillion.  Treasury's final fiscal year-end statement showed spending rose across a host of programs. Of 28 major departments or agencies that make up the government, 21 saw increased outlays in 2010.  The biggest jump came in the Education Department, which paid out $92.9 billion in 2010, or up nearly 75% from 2009. The Labor Department also saw a substantial jump of 25.1% to $172.9 billion. The Defense Department, meanwhile, grew by about $30 billion, to $666.7 billion — a 4.7% rise.  Social Security paid out more than it took in this year, for the first time in decades. Receipts for the Federal Old-Age and Survivors Insurance Trust Fund were $540 billion — nearly $40 billion short of the $579.9 billion paid out.  Actual stimulus payouts grew dramatically, with education-related Recovery Act payments nearly doubling and highway spending more than quadrupling.  [Washington Times]

· Congress is meeting in a lame-duck session to resolve a number of complex and contentious issues that avoided easy solutions during the year:

· Taxes: Obama and Democratic leaders want to extend Bush-era income tax cuts only for families earning up to $250,000 per year. But some Democrats have joined Republicans in calling for at least temporarily extending all the cuts — including income tax cuts for the wealthy and cuts in capital gains rates — enacted in 2001 and 2003.  That appears to be the only way, said top advisor David Axelrod, that middle-class taxpayers can keep their tax cuts, given the legislative and political realities facing Obama in the aftermath of electoral defeat. Rep. Paul Ryan (R-WI), the incoming chairman of the House Budget Committee said November 16 that a permanent extension of the expiring Bush-era tax cuts is highly unlikely to happen during the lame-duck session of Congress but that some sort of compromise is in order, such as a temporary extension of one or two years. Making all the tax cuts permanent would add nearly $4 trillion to the national debt over the next 10 years. Allowing tax cuts for those in the upper brackets to expire would knock about $700 billion off that amount.  The estate tax, which temporarily phased out to zero this year, will revive in 2011 at a rate of 55 percent on assets over $1 million. There's consensus to ease the tax, but there's no agreement on a new rate. One proposal would exempt the first $3.5 million of a deceased individual's assets and tax the remainder at 45 percent. Another would set the threshold at $5 million and tax the remainder at 35 percent. And some lawmakers want the tax permanently repealed.  The alternative-minimum tax, created to tax wealthy people who erase their tax bills with deductions, now hits the middle class unless Congress approves an annual remedy. Each of these tax provisions is expensive, putting lawmakers at the mercy of voters angry both about the growing deficit and the prospect of paying higher taxes.

· Spending: Democrats want to give senior citizens a $250 payment to offset the lack of cost-of-living raises in Social Security. But Republicans campaigned to freeze spending or even return to 2008 spending levels. "I believe that operating under the 2008 levels of spending — before the bailouts, before the stimulus — is a responsible way forward," Boehner said the day after the election.

· A Strategic Arms Reduction Treaty awaits a Senate vote. 

· A trade agreement is pending with South Korea. The president traveled to Asia after the election to promote trade, and trade is another area where Republicans say they could work with Obama.  
· Finally, Reps. Charles Rangel (D-NY)and Maxine Waters (D-CA) face separate ethics hearings this month.  [Gannet]
· Senator and Tea Party darling Jim DeMint released a statement on November 9 announcing that he and nine other senators are proposing a moratorium on earmarks in the new Congress. "If adopted, this earmark ban will unite Senate Republicans with House Republicans in taking a stand against wasteful, pork-barrel spending," DeMint said in the statement. House Republicans adopted a one-year moratorium on earmarks in March. (Some Republicans defied the ban.) House Republican leader John Boehner has also promised a moratorium in the new Congress, though he stops short of calling for an outright ban.  Cosponsoring DeMint's proposal, unveiled the Senate Republican Conference, are Sens. Tom Coburn (R-Oklahoma), John Ensign (R-Nevada), Mike Enzi (R-Wyoming), and John Cornyn (R-Texas) as well as Senators-elect Pat Toomey (R-Pennsylvania), Marco Rubio (R-Florida), Rand Paul (R-Kentucky), Mike Lee (R-Utah), Ron Johnson (R-Wisconsin), and Kelly Ayotte (R-New Hampshire). Senate Minority Leader Mitch McConnell (R-KY) announced November 15 that he would support a proposed ban on Congressional earmarks, reversing his longtime practice of avidly pursuing money for his state. The move by Mr. McConnell was a clear sign that Republicans believe they need to be responsive to the Tea Party activists and the conservatives who helped them gain six seats in the Senate and win control of the House come January. Because the moratorium would be nonbinding, Republicans could still push for earmarks, exposing them to charges of hypocrisy, and Democrats could also force Republicans to vote against popular earmarks in order to remain ideologically consistent.  Senate Democrats have shown little inclination to ban earmarks. President Obama has argued that while earmarks are sometimes used wastefully, something he opposes, "Done right, earmarks have given legislators the opportunity to direct federal money to worthy projects that benefit people in their districts, and that's why I've opposed their outright elimination." The president did ban earmarks from the stimulus package, though lobbyists worked around the ban.  [CBS News, NY Times]
· The co-chairmen of President Barack Obama’s commission to reduce the federal deficit proposed a $3.8 trillion deficit-cutting plan on November 10 that would trim Social Security and Medicare, reduce income-tax rates and eliminate tax breaks including the mortgage-interest deduction. The plan would raise the gas tax, slash defense spending and farm subsidies and bring down health-care costs by clamping down on medical malpractice suits. The Social Security retirement age would rise to 68 in about 2050 and 69 in about 2075.  Under one option, income-tax rates would be reduced to three levels: 8%, 14% and 23%. Now there are six tax levels ranging from 10% to 35%. The corporate income-tax rate would be cut to 26% from 35%.  The plan includes two less sweeping alternatives to ending all tax breaks, including one in which a pared back mortgage tax deduction would be retained. Under that proposal, homeowners could not take the break for second homes, mortgages worth more than $500,000 or home equity loans.  It would reduce congressional and White House budgets by 15%, freeze federal salaries for three years and cut the federal workforce by 10%. Overall, the proposal would raise taxes by $751 billion over 10 years, including a 15-cent increase in the gas tax that would be phased in starting in 2013. Farm subsidies would be cut by $3 billion a year.  The plan calls for discretionary spending to be cut by $1.4 trillion over 10 years, while mandatory spending -- including Social Security, Medicare for the elderly and Medicaid for the poor -- would be reduced by $733 billion.  It would reduce the annual deficit from $1.3 trillion this year to about $400 billion by 2015 and start reducing the $13.7 trillion national debt.  Panel co-chairman Erskine Bowles, former chief of staff to President Bill Clinton, joked that he and co-chairman Alan Simpson, a Republican former Wyoming senator, would have to enter a “witness protection program.”  “We have harpooned every whale in the ocean and some of the minnows,” said Simpson. The plan, he said, is sure to be unpopular. He and Bowles said should the proposals should be viewed as a starting point for negotiations. None of the proposals would take effect next year to avoid disrupting the economic recovery. The savings would come between 2012 and 2020, cutting the deficit from the current 9% of the nation’s gross domestic product to about 2.2% in 2015, exceeding Obama’s goal of a reductions to 3% of GDP.  The government is projected to run $8 trillion in deficits over the next 10 years, which would push the national debt to more than $20 trillion. If the proposal were adopted without change, the government still would have deficits of $350 billion a year. The panel will meet in November to consider the recommendations.  Members of the panel could decide to keep some of the breaks by offering offsetting cuts, Bowles said.  The panel needs agreement from 14 of its 18 members before a plan can be sent for an up-or-down vote in Congress. [Bloomberg News]
· There’s a very interesting interactive budget “puzzle” offered by the NY Times where you can build your own solution: http://www.nytimes.com/interactive/2010/11/13/weekinreview/deficits-graphic.html 
· Sen. Max Baucus (D-MT), chairman of the Finance Committee, said on November 12 he would introduce legislation killing a part of the new healthcare reform law that imposes new 1099 tax-filing requirements on small businesses.  He said a provision requiring businesses to report more purchases to the IRS will impose undue paperwork burdens on companies amid an economic downturn when they can least afford it. Baucus, who had pushed legislation scaling back the requirement earlier in the year, now wants it repealed in full.  House Speaker Nancy Pelosi (D-CA) said that the 1099 requirement is one of the rare provisions of the healthcare law where the two parties agree that a change is needed.  "That's probably the first place we could go together," she told NPR's "Morning Edition."  [The Hill.com]

Trade:

An international backlash against the Federal Reserve's move to pump billions of dollars into the U.S. economy undercut the Obama administration's economic goals for the G-20 meeting of world leaders.  At the summit of the Group of 20 economic powers, U.S. officials pushed for agreement on detailed guidelines for curbing the trade surpluses of export giants like China and Germany and averting a currency war among countries looking for a trade advantage.  World leaders share Obama's overall aims of bringing trade flows into better balance and curtailing recent clashes over currency values. U.S. officials had hoped, in particular, that the summit would prompt China to allow its currency, the yuan, to rise in value on world markets, leading the Chinese to import more and export less.  But the effort to reach an international consensus ran into last-minute difficulties because of what critics say is a unilateral move by the Fed to boost the flagging U.S. economy. The Fed's decision, in essence, to print $600 billion and pump it into the economy through Treasury bond purchases has drawn fire from foreign leaders, notably German Finance Minister Wolfgang Schaeuble, who say it amounts to currency manipulation. The action seeks to lift the U.S. economy in several ways, including by lowering interest rates, boosting the stock market and weakening the dollar, which would make U.S. exports more attractive.  The Obama administration proposal, endorsed by G-20 finance ministers last month, called for the International Monetary Fund to evaluate how each nation's policies help or hurt others. Even if the details of this program were agreed upon by world leaders, it remains unclear how nations could be forced to revise their policies if they run afoul of the IMF because there is no enforcement mechanism.  [Washington Post]
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