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FEDERALISM
RELOADED
Along with much of the Gulf Coast, Hurricane
Katrina may have blown away long-standing
orthodoxies of state's rights and state
sovereignty.
by Joy Matthews
Its popularity in judicial opinions and campaign
oratory aside, "sovereignty" is a medieval concept
expressing "the absolute power to make laws
without the consent of the governed." It was
designed for kings and caliphs, not a democracy
dedicated to individuals' inalienable rights and
political structures built on separation of powers
and federalism.
The Constitutional Convention delegates never
articulated a theory that would have justified the
states' role in the republic. Nor did they resolve
whether the federal union resulted from the states
surrendering part of their authority, or from the
will of the people who split political authority
between local and national governments. The
Constitution itself never mentions the
word "sovereignty."
Arguably, judges and politicians have used "state
sovereignty" as shorthand for the importance of

Did problems with the coordinated response to Hurricane Katrina reveal deeper issues within our federal model?

local issues in the national union. The operative
danger of this concept has been highlighted in the
controversy surrounding No Child Left Behind—
the federal educational reform bill—and the
response to Hurricane Katrina.
No Child Left Behind, but who pays the bills?
In the federal partnership, education has long
been the special but not exclusive province of state
and local governments. Given the central role of a
well-educated citizenry to the success of "an
extended republic," Congress has not hesitated to

act when it thought necessary—the land-grant
system dating to 1862 being among the most
notable and successful instances.
With America's K-12 public school system under
fire for low test scores and teaching standards,
Congress—prodded by the Bush Administration—
took a bold step in seeking to establish minimum
levels of scholastic achievement. Unlike previous
interventions, No Child Left Behind went beyond
deeding land for colleges and universities or
pursuing social goals such as integration and
affordable school lunches.
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of Education. While Rur y
believes that No Child Left
Behind was honorable in
intent, she points out that it is
ultimately frustrated by its own
design. "The state of California
already passed an educational
accountability act in 1999," she
explains, "and it has one of
the most rigorous teacher
credentialing systems in the
nation."
Indeed, California's laws already
required the state to regulate
content standards, required
schools to be improving at all
times, and insisted schools
focus on student achievement.
Under these circumstances the
Has No Child Left Behind altered the dynamic between state and federal
act actually burdened the
government?
state, requiring it to realign its
During the bill's committee hearing in March of
already-established accountability system with
2001, U.S. Congressman Saxby Chambliss (R-GA)
a federal model.
stated that "this plan promotes accountability by
"In theory, it's a good idea to try to bring everyone
asking states and local schools to develop annual
up to the same level, but in practice, parents in
assessments, funded by federal dollars, to
Montana don't want the same things for their
implement annual math and reading tests for
students as parents in Los Angeles," continues
students in grades three through eight."
Rury. She notes that local school boards are elected
But state administrators have been resistant,
by their communities, and the board sets the
viewing the legislation as an unneeded invasion of
educational standards for the community. That,
their traditional authority. "No Child Left Behind
however, is precisely the bee in the congressional
ignored states like California that were already
bonnet. Someone in Washington must have felt
down the road to accountability," says Debbie Rury,
that while states like California are doing just fine,
an educational consultant with the California Board
others aren't getting the job done.

U.S. Congressman Ted Strickland

But having dealt the cards, did Congress anticipate
whether the locals could afford to play? Much of
the resentment among state officials has more
to do with the program's implementation than
its intention. "No Child Left Behind places very
significant mandates on states and schools, but
the resources to pay for the program have not been
provided," says U.S. Congressman Ted Strickland
(D-OH). "No Child Left Behind is a huge, unfunded
mandate."
From education to evacuation: the question of
federal intervention
While many state officials characterize No Child
Left Behind as over-reaching, the federal response
to hurricane Katrina was expected, demanded and
ultimately insufficient. When the need of the
recipient citizen is more clearly defined (i.e., food,
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to the effects of Hurricane Katrina are vulnerable
to widespread abuse and waste. Reports abound
of questionable contracting, unused and wasted
resources, misallocated assets and confusion."

U.S. Senator George Voinovich

water, shelter), and where the federal government
is better equipped to meet these needs, state and
local governments overwhelmingly welcome—and
in fact expect—federal intervention, 200-year-old
political doctrine notwithstanding.

In the end, it has become apparent that a swift
federal response to Hurricane Katrina was the only
cure for the besieged city and its citizens. The states
blamed the federal government for its inadequate
response, and the federal government blamed the
states for not requesting relief sooner. The question
on everyone's mind was "What would have been
the perfect response to Hurricane Katrina?" But
below this, there is a deeper question: How should
power be divided in our modern union?
Today's federalism shifts course

"The responsibility of planning for, and responding
to, natural disasters is shared by all levels of
government," says Senator George Voinovich (ROH). As a former mayor and governor, Voinovich
should know about the disparate levels of
government and coordinated response. Even so,
he says, "it is too early to prejudge the overall
successes and failures of each level of government
during this disaster," such is the complexity of
the problem.

Dr. Alice M. Rivlin, senior fellow at the Brookings
Institution and author of Reviving the American
Dream, brings it all together. "Federal issues always
need to be re-examined," she explains. "The federal
government has a complex relationship with the
states, and it gets more complex every year." She
asserts that government would function better if
the division of responsibility placed the states in
charge of education, housing, public safety, and
issues of a geographical, place-specific character;
the federal government, on the other hand, should
concern itself with foreign policy, Social Security
and Medicare.

U.S. Senator Susan Collins (R-ME) was more
critical of the federal response in a letter to Senate
leadership. Collins wrote that "it has become
increasingly evident that federal efforts to respond

This sorting of responsibilities doesn't happen,
however, "because the public is most concerned
about what is happening in their local area and
the federal government is not well-equipped to
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influence what happens there." In a sense, part
of the problem is the public call for action
combined with its inability to understand the
necessary division of responsibilities. This creates
a vacuum that is often filled by the wrong level
of government, or occasionally left void. "No Child
Left Behind had a good objective to raise
educational standards, but the federal government
faces a difficulty in writing rules for different
conditions and school districts across the country,"
says Rivlin. She
agrees that No Child
Left Behind is overreaching, but she is
quick to add that the
legislation had very
ambitious goals and
strict guidelines.
As for the federal
response to hurricane Katrina, Rivlin
frames the issue
in common sense,
straight-talk. In her Dr. Alice M. Rivlin
estimation, the "Katrina question" doesn't involve
our model of federalism; it's an issue of federal
failure. "The states have no choice," she argues.
"They don't have the resources to respond.
It's beyond the capacity of the state to deal with
it, and the states must turn to the federal
government."
About Joy Matthews
Joy Matthews is a Case Law graduate and
journalist from Cleveland, Ohio.
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THE LAST WORD
Redistricting via Proposition 77 is central to
Governor Schwarzenegger's "Year of Reform."
For the past 7 months, PT has discussed the
issue with state legislators and public officials
on both sides of the partisan aisle. With the
special election less than a week away, PT's
managing editor pulls together some final
thoughts on the issue and what lies ahead—
whether the governor wins or loses.
by Frank Holland
The California Legislature is 156 years old, and
the governor has decided it's time to renovate the
old house. The biggest hammer in his toolbox may
well be Prop. 77, an attempt to break up the
bipartisan gerrymander that resulted in zero of
153 legislative and congressional seats changing
hands last year.
No one denies that the system itself is in need of
repair, and the list of potential targets for reformers
is a long one: term limits, party structure, rubberstamp committees, closed primaries and dubious
legislative practices such as the "gut and amend"
all rate high. This year, however, gerrymandering
is in the crosshairs.
The same Democrats who decry Prop. 77 as a
power grab nonetheless agree that independent

redistricting is an important step
toward fixing the legislature. "I
do favor an inde-pendent
commission," says Senate
President Pro-Tem Don Perata
(D-Oakland),"but Proposition 77
does not provide it." Indeed,
much Democratic chagrin arises
from the specifics of the
proposition and very little from
the concept itself. So why are
Californians seeing it on the ballot Assemblywoman Nicole Parra
this November instead of in
Part-time legislature?
newspaper stories lauding a bipartisan deal in
Sacramento?
But each passing year that features special elections
and acrimonious legislative sessions only fuels the
"The governor and legislative leadership were very
growing discord among voters and legislators alike.
close to a deal," says Assemblywoman Nicole Parra
"I think many of my colleagues don't understand
(D-Hanford). "It was just a matter of timing and
that by remaining dysfunctional, by remaining
putting the right language on the ballot." Perata
detached from voters and not engaging in real
problem-solving, we empower those who are
“We have to fix the institution before
eventually going to push for a part-time legislature,"
says Assemblyman Joe Canciamilla (D-Pittsburgh).
any long-term public policy is enacted.”
Parra sees the writing on the wall as well. "A parttime legislature is on the horizon," she says, "and
echoes the sentiment and is already looking ahead.
that's simply insufficient for a state with the fifth"There is a redistricting bill that has been authored
largest economy in the world.
in the Senate," he explains. "We have been
negotiating with the governor. I believe that we'll
"Look around you," says Parra. "What major
be able to get his signature on it and put it on the
infrastructure projects do you see happening in
ballot next year."
California besides the $3 billion overrun of the Bay
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Assemblyman Joe Canciamilla

Bridge?" Parra suggests that the reason has more
to do with structural weakness in the government
than anything else. "We have to fix the institution
before any long-term public policy is enacted," she
says. But isn't that what the governor is trying to
do with Prop. 77?
Trust me.
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intrapersonal relationships and creating a constant
campaign atmosphere, they simply restrict the
amount of time legislators have to solve problems.
"Senator Perata came to me and said, 'I'd like to fix
it [redistricting], but can we also do something to
change term limits?'" says Schwarzenegger. "I said,
'Oh, that's what you want! You want to extend
the term limits.'" Assemblyman Jerome Horton
(D-Inglewood) offers a compelling reason why
many legislators—Democrats and Republicans
alike—want exactly that. "How can you have a 10year vision with a six-year term?" he asks.
Parra outlines the prospective scenario for 2006:
"We'll begin session in January. Everyone will go
on their retreats in February. It will be interesting
to see how many times we're close to not reaching

“How can you have a 10-year vision
with a six-year term?”

"The Legislature will never fix it," says
Schwarzenegger. "Trust me." State Senator Alan
Lowenthal (D-Long Beach) coauthored a highlyregarded redistricting bill with State Senator Roy
Ashburn (R-Bakersfield), but it was bogged down
in the legislature along with so many other reform
proposals. With that in mind, the governor threw
his muscle behind Prop. 77 and lifted it onto the
ballot. Lowenthal and Ashburn's disappointment
illustrates a cruel irony of the current system.
"Without the modification of term limits," suggests
Parra, "you're going to continue to see paralysis in
the legislature."

a quorum because people are asking the speaker
for a pass to go home and campaign for June. So,
virtually nothing will happen until June. But when
is the budget supposed to be passed? June 15.
And in November, we're up for reelection. In
addition, we're going to see six major bonds that
are going to compete with leadership. What are
we going to do next year in terms of long-term
public policy?"

Term limits have been a source of anxiety for
legislators for many reasons. Besides depleting
the knowledge pool in the Capitol, weakening

If Parra is correct and the legislature remains mired
in its customary inefficiency, the alternative may
come as a shock from outside Sacramento. "If you

Taking it to the street

Gov. Schwarzenegger and Assemblyman Doug La Malfa

really want to change the dynamic here, it's not
going to happen from within the Capitol." says
Canciamilla. "Nothing will be done to change it
legislatively, because all efforts to date to do so have
failed; every effort has been killed. This will ensure
more radical changes that will not be good for the
long-term stability of California."
If Canciamilla's predictions about voter frustration
become reality, Sacramento could be in for some
real changes in the near future. "Even if Prop. 77
fails, at least the idea has come front and center
and the voters have become aware of it," explains
Assemblyman Doug La Malfa (R-Richvale), a
supporter of the initiative. "I believe they can and
do understand the issue, and they will demand
change by 2012."
About Frank Holland
Frank Holland is Policy Today's managing editor.
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CALIFORNIA LAWMAKERS ON CALIFORNIA REDISTRICTING
"Legislators who cannot prioritize the pressing issues facing the state should not be reelected."
-Assemblyman Kevin McCarthy (R-Bakersfield)

"Nobody gets up in the morning and says, ‘My life would be so much better if the 9th Senate
District went another four blocks that way.’"
-State Senator Don Perata (D-Oakland)

"There are many good, rational people within the legislature who look at issues based
on the merits, but you lose a lot of healthy debate in the current committee structure."
-Assemblyman Michael Villines (R-Fresno, Clovis, Madera)

"Today's politics make things more difficult for moderate Republicans as well as
conservative Democrats."

“

-State Senator Jackie Speier (D-San Francisco/San Mateo)

"We need an independent redistricting process that will move the state-level debate out
of the hands of the party extremes."
-Assemblyman Keith Richman (R-Granada Hills)

"At some point, you need to stand up, say what you believe, and have people judge you
based on those beliefs."
-State Senator Debra Bowen (D-Redondo Beach)

"When you create the opportunity for folks across the board, at any level, to get into a race, they
can bring a more independent voice and view to the table."
-Assemblyman Bill Maze (R-Visalia)

"I never thought that redistricting in and of itself was a panacea, or that it would solve all the
problems. I like the idea but I don't like the implementation of Prop. 77."
-State Senator Alan Lowenthal (D-Long Beach)
9
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"THE LEGISLATURE WILL
NEVER FIX IT. TRUST ME."

California Governor Arnold Schwarzenegger
answers questions about Proposition 77,
redistricting and the path to better government.

Q: With redistricting once every 10 years, voters
have historically been given a chance to get to
know their representatives, and the representatives
a chance to get to know their constituents. Why
do you want to disrupt this relationship?
Schwarzenegger: The simple reason is because
the system is fixed. Out of 153 congressional and
legislative seats last November, none of them
changed party. Think about that. The politicians
drew the district lines last time, and now we have
things like Congressional District 23, which runs
up the coast for 200 miles. The politicians were
picking their own voters rather than the voters
picking the politicians. They drew the district
lines to protect themselves, the incumbents.
And it's Republicans and Democrats alike. It has
nothing to do with Democrats against Republicans.
Both parties sat down together and carved out
districts so they could protect themselves. I don't
want that, because it's not true democracy to have
153 congressional and legislative seats and not
have one of them change party.

What we need is a panel
that is independent,
doesn't care about the
outcome, and whatever
that outcome is, the
people get to vote on it.
I think we should fix
the system, because
politicians are representing themselves. It's
all about, "How can we
keep our jobs, how can
we keep our seat?" It's
time to give the power
back to the people.
“This has nothing to do with Democrats vs. Republicans.”
Q: How can we expect judges to go about creating
fair and balanced districts when this proposition
specifically mandates that the judges cannot look
at party composition?
Schwarzenegger: First of all, the districts should
be designed based on what makes sense as a
district, rather than worrying about where the
Democrats and Republicans are. Let's look at what
the politicians have done. They've moved the lines
and split towns and communities in half; it wasn't
the right thing to do. You have to draw the district
lines regardless of what the outcome is. Draw the

lines and then give it to the people to decide
which way to go.
Who is fighting us on that? Not the general
public—it's the politicians. Democrats and
Republicans alike are pouring money into this
campaign. Over the next 14 days, you will see $9
million—raised by politicians—spent to scare you
into saying, "No, I shouldn't vote for Prop. 77."
But let me tell you something, because it's very
important: We need political reform, and this is
one of the most important ones. Common Cause—
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which is one of the most liberal organizations, as
you know—came out and endorsed it, and said,
"This is the right way to go, the fair way to give
the power back to the people and take it away
from the politicians."
Q: Some of your harshest critics agree that some
sort of reform is needed. They quibble about using
retired judges, but most of them don't really object
to the fix; they object to the timing. They
say that we should wait until the next
census because the data reflects
inaccurate population numbers.
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for California, and not just gerrymandering like we
saw in Texas under Tom Delay?
Schwarzenegger: That's exactly the kind of
scare tactic that's coming from the politicians.
They say that I'm trying to move the state to the
right. That's the last ambition I have. I'm not
to the right, I'm not to the left; I try to be the
people's representative.

Schwarzenegger: Isn't it interesting how
they always want to push it back another
five years, another 10 years? I've heard
all of this. Senator Perata came to me
and said, "I'd like to fix it, but can we
also do something along with it to change
term limits?" I said, "Oh, that's what you
want! You want to extend the term limits."
He said, "Well, maybe we can make it
part of the package?" The bottom line is
that they [the legislature] will never fix
it; trust me. That's not what Sacramento
does. Let's not forget that the best things
in this state were created by the people. “Give the power back to the people.”
Think about the initiatives that have
As a matter of fact, in Ohio they're mad at me
passed.
right now because I'm endorsing their
redistricting initiative, and it's the Republican
Q: Our current system of redistricting follows our
Party that has the advantage in Ohio. They're mad
census. As mandated by law, if our governor and
as hell. They're saying, "What are you doing
legislature are unable to agree on redistricting
interfering in our system?" but I say, "What's good
plans, the process then goes to the State Supreme
for the goose is good for the gander."
Court. Can you explain why this proposition is good

9
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Also in Ohio, the lines were drawn by politicians.
So, this has nothing to do with Democrats vs.
Republicans. We don't even know what the
outcome will be. We need to take the power away
from politicians who go into a back room, slap
each other on the back, smoke a stogie and come
up with district maps that look totally stupid.
Q: Why retired judges? They seem to
be white, wealthy—hardly a rainbow
coalition. Why not have retired journalists,
cops or firefighters?
Schwarzenegger: I think we assume that
they are smart. As you remember, judges
did the redistricting in 1990-1991. Since
then, we've had a tremendous increase
of minorities and women becoming part
of the legislature. So, we can draw the
districts with the judges and make it
work.
Remember, the judges will not have the
final say; the people of California will.
The judges will draw up the map and give
it to the people in June before the
election, and the people will get to
approve it. The judges are there just as a
mechanical thing; give the power back
to the people.
Policy Today covered this, Governor Schwarzenegger's
first unscripted town hall meeting with voters, at
the Special Election Showdown on October 24,
2005. The event was facilitated by the Contra
Costa Times and KTVU News Channel 2.
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"WE NEED TO FIND A WAY TO MAINTAIN
A HEALTHY SYSTEM."
PT talks to California Assembly Speaker
Fabian Núñez about Proposition 77,
California's legislative process and his own
ideas on how to restore collegiality and
responsiveness to the legislature.
PT: Californians will be heading to the polls again
in just a few days. When they reach Prop. 77 on
their ballots, what should they be thinking about?
Núñez: Voters should be thinking about equal,
fair representation when they cast their votes
against Prop. 77. I am generally supportive of
reviewing the redistricting process for 2010, but
there are four particularly egregious issues
involved with Prop. 77. First, it uses census data
that is painfully out of date to draw districts.
Second, it places the responsibility for drawing
districts for 36 million people in the hands of
three retired judges. Third, it removes
requirements that communities of common
interest be taken into account when lines are
drawn. Finally, it puts a redistricting plan before
voters after it has been put into use.
PT: Legislators on both sides of the isle have come
out against the way districts are currently drawn.
Why is Prop. 77 the wrong answer?

Núñez: Prop. 77 uses census data that is beyond
stale; it would be six years off the mark at the
very least. In addition, the proposition strips out
vital language that protects representation for
racial, ethnic and socio-economic minority
communities.
PT: What alternatives have legislators opposed to
Prop. 77 presented to address these issues?

Núñez: Earlier this year, the State Senate made
an early introduction of a concept to refine the
redistricting process. The general guidelines
included these: using sound, reliable 2010 census
data; creating a seven person commission that is
representative of the people of California to draw
the maps; and an allowance for a simple up or
down vote by the legislature on the re-drawn
maps.
PT: If the proposition fails, why will it fail? If it
succeeds, why will it succeed? On each of these
accounts, what does the result tell us about where
to go next?

“Prop. 77 uses census data that is beyond stale.”

Núñez: It is clear that a desire exists to have equal
and fair districts drawn to represent the true will
of the people. In order for that desire to be
fulfilled, it is necessary to take the time to do

this right. That means we must use timely census
data, take into account the interests of all voters
and have an impartial group of individuals who
represent all groups draw the lines.
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PT: If not redistricting as a first step toward more
effective government, then what? What reforms
do you believe are most important, and why aren't
we seeing those on the ballot as alternatives to Prop.
77?

PT: Assemblyman Nation has said that the system
is "broken" in California. As speaker you must see
this especially well. What could you point to as the
main areas of structural weakness in our current
system—electorally, legislatively or otherwise?

Núñez: Certainly a constant review of how the
process of government works is of enormous
benefit to the people of California. Sound
redistricting in 2010 is a good place to
start, as is a comprehensive review of
the stingy term limits that are in place
right now. I get to spend six years in the
State Assembly—that's three terms of
two years. In a place like the legislature,
elected members who are experts in
the highly complex business of
government—and who are deeply
passionate about governing—are officials
worth keeping here in Sacra-mento. I
think
revisiting
term
limits
is vital to maintaining a healthy, wellrunning legislature.

Núñez: We can certainly do a few things to
address the issues hampering effective governing. The need for a two-thirds supermajority

PT: Ohio is undergoing a similar
redistricting movement with the party lines
reversed. What does this say about the “I would love to see the issue of term limits addressed.”
system itself and today's political culture?
vote to increase revenues to the state is certainly
something that has cost us dearly. This provision
Núñez: It is part of our culture to always look
allows a small minority of legislators to block
toward new and better ways of doing things.
tough choices that we need to make to get our
It does not matter if you are a Democrat or
state back on track. I believe it should be
a Republican, good government that is well run
eliminated. Also, so many of the issues we're
by the best people who are fair and honest
faced with currently center around the limited
is important.
time legislators are allowed to spend in office and

9
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what is necessary to continue working in public
service. Revisiting the term limits issue would help
build the expertise that is needed to keep our
state headed in a healthy, productive direction.
PT: Although you began your time in the Assembly
in 2002, do you get a sense that there been a
change over the past 10 years in the way policy is
created? Many say that it has become intensely
politicized. To what would you attribute
this change, and how do we get back to a
spirit of collegiality and bipartisanship in
the Legislature?
Núñez: This takes us back to the issue
of term limits. Again, I would love to see
the issue of term limits addressed. If
indeed that does not happen, I think our
system will find a way to operate and
operate successfully. There has been a
tremendous amount of knowledge and
experience drained out of the legislature
in the past ten years because of term
limits. In the next ten years, we will need
to find a way to maintain a healthy
system and keep things on track.
PT: Mr. Speaker, thank you for your time.
Fabian Núñez was elected to the California State
Assembly in 2002 and sworn in as the state's 66th
speaker on February 9, 2004. He represents
downtown Los Angeles and the other communities
of the 46th Assembly District. He earned
bachelor's degrees in political science and
education from Pitzer College in Claremont.
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"YOU HAVE TO DECIDE OR YOU'LL
ACCOMPLISH NOTHING."
PT talks to Steve Lynn, chairman of the
Arizona Independent Redistricting
Commission, about the process, pitfalls and
politics behind drawing legislative and
congressional districts.
PT: How did Arizona's Prop. 106 come to pass?
How did voters make that connection between their
daily lives and redistricting?
Lynn: It was fairly interesting. It helped that
Prop. 106 was authored by three notoriously
nonpartisan groups of people. But what allowed
it to pass was the adoption of the proposal by
the Democratic Party as a supposed mechanism
to elect more Democrats. Now, that didn't happen,
and it wasn't because the commission was
partisan Republican—it was split evenly with one
independent. It happened because the law
precluded spending a lot of energy trying to make
districts more competitive.
We had to respect communities of interest. We
had to respect the Voting Rights Act and comply
with it, and we had to do a number of other things
before we even approached competitiveness.
Arizona law even says that competitive districts
should be favored only where to do so creates no
significant detriment to the other goals. So, you

can't—for example—create a detriment to
communities of interest just for the sake of
competition. The law doesn't allow it.
PT: Was it difficult to reconcile the different
objectives?

Lynn: It depends on your main objective. In
Arizona, Prop. 106 provided six criteria. They are
hierarchical, and the first criterion is compliance
with the Constitution. If the goal is to create as

“It brought total transparency to the
process and a method that allowed
every citizen to provide input.”
much competition as possible, then my
suggestion is to use as few additional criteria as
possible. Often those criteria compete with one
another.
PT: Is competition the most difficult to ensure?
Lynn: Communities of interest and compliance
with the Voting Rights Act are the enemy of
competitive districts. I don't mean that
pejoratively in terms of the first two; I think they're
noble goals. It's just that they counterbalance
one another. So, the more competitive you wish

“More than 15,000 people addressed the commission
either in person or electronically.”
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to be, the less you'll be able to do the other two.
You have to decide or you'll accomplish nothing.
PT: Is it a strength or a weakness that there is no
specific "competitiveness" criterion in Prop. 77?
Lynn: Prop. 77 is intended to eliminate the
bipartisan gerrymander that has gone on for a
number of years in the California State Assembly.
By putting it in the hands of retired judges, that
quid pro quo between the two parties will no
longer exist. That's fine. If that's what you want
to accomplish, then I think Prop. 77 will do that.
But if you want more competitive districts in the
bargain, you may not be able to accomplish that
because one, it's not a stated criterion, and two,
if the judges—in their wisdom—decide that
voters of similar interests should be kept
together in districts, it will augur against being
competitive anyway.
PT: How can you explain to the average voter how
your commission draws up the lines and
determines the Arizona district boundaries?
Lynn: We didn't necessarily attempt to engage
the average voter in understanding how
redistricting actually works. But we took great
pains to engage them in expressing to us what
their communities of interest were and who they
saw themselves voting with. This informed us
tremendously on creating districts in which we
had to separate parts of the same city into two,
three or even more districts. This input gave us a
very informed methodology to divide cities along
the lines of communities of interest.

Does Arizona’s redistricting process offer a road to better government?

PT: In your estimation, is there a benefit to having
private citizens comprise the council instead of
retired judges?
Lynn: Arizona is viewed as a kind of a model
because it is perceived as being conspicuously
up front about its bipartisan approach. The
commission on appellate court appointments puts
together a list of 25 citizens—10 Republicans,
10 Democrats and five "other." The point is that
the pool was not created by a political group,
counter to the way the pool would potentially be
created in California under Prop. 77.

In Arizona anyone could apply to be on the
commission. The final applicant list included 318
people and 25 were selected. There was no
prohibition or restraint on the part of the
appointing authority to select someone from their
own party. Theoretically, five independents or
third-par ty candidates could have been
appointed. It's not likely, but it was possible. The
only thing that is guaranteed is that the chair of
the commission will be neither a Republican nor
a Democrat. In Arizona, you're not likely to have a
deadlock, but a lot of pressure rests on the
chairman of the council.
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PT: As a citizen, have you seen any changes at the
governmental level take hold since the new
reapportionment process has been implemented?
Lynn: I don't think redistricting had any affect
on the political balance of the state overall. But
what it did do was change once-and-for-all the
deal-making that might have gone on
without anyone knowing about how
districts were created. It brought total
transparency to the process and a
method that allowed every citizen to
provide input at whatever level they
wished. They could send us an e-mail
and say, "I think I ought to be in
this district," or "I think I should be with
that representative," up to and
including submitting an entire map of
the state for us to consider. Now, we
didn't adopt anybody else's maps, but
the maps people sent us were
informative.
PT: The electorate became actively
engaged and interested in the process
then?

1

2

3

4

5

6

7

8

9

10 11 12 13 14 15 16 17 18 19 20

assumptions about what communities of interest
look like, we engaged the public in a series of 15
meetings across the state to tell us what they
thought their communities of interest were.

people tend to look at what's in it for them—not
what's in it for their neighbor. That's why it's
sometimes better to do things through legislative
channels instead of the initiative process.

PT: Prop. 77 requires new legislative maps to be
approved by the voters before they can come into

PT: Proponents and opponents of Prop. 77 have
been engaged in a real war of words recently. What
kind of political wrangling was
happening before the vote on Prop. 106?

“Sometimes it’s better to do things through legislative channels instead of the
initiative process.”

Lynn: There was no organized
opposition to Prop. 106. There were
some grassroots things that were
started by incumbent legislators, but
they weren't in a position to organize
an anti-106 campaign. Prop. 106 kind
of slipped through under the radar with
six or seven other ballot measures in
2000. It was voted in by a healthy
margin; I think it was around 65%. And
so, because the Democrats were
suppor ting it and there was no
organized opposition to it, people just
said, "OK, we don't like the legislature
doing this, so we'll give it to an
independent commission."

Lynn: We had more than 15,000 people address
the commission either in person or electronically.

effect. Is this a positive or negative attribute of the
process?

PT: Mr. Lynn, thank you for your time.

PT: Outside of the conflicts between criteria, which
of the six was the most difficult to establish when
drawing the maps?

Lynn: It's difficult because you're asking people
to vote on something that very few of them
understand and even fewer have expertise on.
I suspect you could get it to pass, but with
any consolidated document—whether it's a
redistricting map or a transportation project—

Steve Lynn serves as chairman of the fivemember Arizona Independent Redistricting
Commission, filling the single independent seat.
He holds a bachelor's degree in government and
a master's in communications, both from the
University of Arizona.

Lynn: Communities of interest. It just doesn't
have a real definition. Rather than make any
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THE FED ON
THE BUBBLE
No one denies that the U.S. housing
market has been red-hot for several years.
But where does the Federal Reserve come
down on the issue of a possible "housing
bubble"?
by James Pethokoukis
As Princeton Professor Benjamin Bernanke
prepares to step into Alan Greenspan's storied
shoes, he is undoubtedly aware that he will also
inherit the legacy of Greenspan's largely successful
two-decade run as the nation's central banker. But
as the Federal Reserve chairman approaches
retirement at the end of January 2006, it appears
that the nation's hot housing market—an overinflated "bubble" some would describe it—might
pose a threat to his legacy, not to mention the
overall economy. After all, the bursting of the stock
market bubble in 2000 helped contribute to a
subsequent recession in 2001.
And no one wants a replay of that scenario—least
of all the Fed—especially since critics contend that
Greenspan & Co. should have tried harder to
prevent stock prices from getting so out of whack
with basic economic fundamentals, either by

Has the Fed neglected a growing bubble in the housing market?

talking stocks down with more "irrational
exuberance" type commentary or by raising interest
rates to slow the economy and chill rampant
speculation. The stock market bubble, argues
Morgan Stanley economist Stephen Roach, was
"Greenspan's most egregious policy blunder—
failing to use the tools of monetary policy to nip the
first bubble in the bud back in the late 1990s."
Now Roach and many other Fed watchers are

fretting about Bubble II, though this time around
the inflated asset looks to be housing rather than
equities. Their fears are hardly unfounded. Any
way you slice the data, it shows that home prices
have been booming in recent years. Between
1975 and 1995, according to analysis by the
Federal Reserve Bank of New York, real singlefamily house prices in the United States increased
an average of 0.5% per year, or 10% over the
course of two decades. By contrast, from 1995 to
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2004, national real house prices grew 3.6% per
year, a more than seven-fold increase in the
annual rate of real appreciation, and totaling nearly
40% in one decade.
And it's not just that prices have surged; it's that
they have surged relative to historical measures.
Janet Yellen, president of the San Francisco Fed
does the math this way. She looks at the ratio of
housing prices to rents. When the price-to-rent
ratio is high, housing prices tend to grow more
slowly or even drift lower for a time. When the
ratio is low, prices tend to shoot up. Currently, as
she explained in a speech last month in London,
the ratio in the United States is higher than at any
time since data became available in 1970-about
25 percent above its long-run average.
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Of those overvalued markets, eight of the top ten
were in California.
Yet many metro areas were within shooting
distance of fair value. Boston, for instance, was

10 11 12 13 14 15 16 17 18 19 20

market with pockets of white-hot activity. And that's
pretty much how Greenspan sees it. In a speech
last May to the Economic Club of New York, he
said the housing market showed "a little froth" and
while he didn't think there was a national bubble,
"it's hard not to see that there are lots of local
bubbles." Bernanke expressed a similar view last
summer as chairman of the White House's Council
of Economic Advisers. "While speculative behavior
appears to be surfacing in some local markets,
strong economic fundamentals are contributing
importantly to the housing boom."
What's behind the big upward move in housing
prices? One factor may be the anemic stock market
where the major indexes are still far below their
peak prices of 2000. With lackluster returns
coming from financial assets, real assets like
housing and land have looked more attractive.
But certainly low mortgage interest rates are the
biggest factor, reflecting the Fed's success over
the years in fighting inflation (Demand by central
Asian banks for U.S. debt hasn't hurt either.)
In addition, the Fed cut short-term interest rates
from 6.5% in May 2000 1995 to a low of
1% in June 2003. And even after 11 straight rate
hikes since 2003, short rates are still a skimpy
3.75%. But clearly there is a speculative element
at play as well.

But do big price jumps necessarily mean the nation
has been enveloped by a giant bubble that's now
ready to pop? Not quite, says noted economist
Bruce Bartlett, formerly of the National Center for
Policy Analysis. "This is really a coastal
phenomenon," he observes. "That is where you
have the really significant increases. I worry about
the situation in California, in particular."
A study by National City Bank examined 25 years
of data for 99 metropolitan areas—taking into
account population density, income levels, interest
rates and how price levels in different areas
compared to one another in the past—to arrive at
a "fair value" for each area. The study concluded
that 27 of the markets are overvalued, 29 are
undervalued and 43 are fairly valued, meaning
prices are within 10% either way of their fair value.

9

Outgoing Fed Chairman Alan Greenspan

14% above fair value, Chicago, 11% and
Washington, D.C., 10%. Even New York wasn't
completely out of line at 16% over value. Overall,
the study paints a picture of a hot national housing

Stories abound about people buying second
homes with the intention of flipping them for a
profit a year or less later. With interest rates and
inflation having been so low for so long, there is an
expectation that such a benign environment is a
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Greenspan has been an advocate of letting market
forces run their course—which may not be such
a bad idea.
According to a study by the Federal Deposit
Insurance Corporation, most real estate booms in
the past were followed by periods where prices
rose slowly rather than collapsed. This allowed other
economic factors-including household income and
housing supply—to catch up. Furthermore, when
markets did go bust—as in the mid-1980s in
Houston and other oil patch markets when oil
prices collapsed—the local economy was already
under pressure and shedding jobs.

Prospective Fed Chairman Ben Bernanke

more or less permanent economic fixture, and
thus housing prices are in no jeopardy of imminent
decline. As Greenspan said in a September
speech, "Success at stabilization carries its own
risks. Monetary policy-in fact, all economic policyto the extent that it is successful over a prolonged
period, will reduce…perceived credit risk."
So what happens next? Neither Greenspan nor
Bernanke believe it's the job of monetary policy to
deal with bubbles, whether they are in the stock
market or the housing market. (Bernanke believes
in targeting inflation, not asset prices.) There's
always the risk of making things worse, however.
Instead of deflating a bubble, you pop it and
send the economy into a deep recession. Instead,

Says economist Mark Zandi of Economy.com, "I
think the most likely scenario is that housing will
cool and some bubbles will burst." Indeed, there's
growing evidence that it's already happening. For
instance, the average sales price in Manhattan fell
almost 13% in the third quarter vs. the second
quarter, according to Miller Samuel, an appraisal
firm. Or take Ann Arbor, Michigan, where the
median sale price of a home was $227,500 in
August compared to $230,000 a year earlier. It
appears that Greenspan—"The Maestro"—might
go out on a high note after all. And barring any
bursting bubbles, Bernanke appears likely to follow
the same score.
About James Pethokoukis
James Pethokoukis is a senior writer for US News
and World Report.
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