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The Mint on the Hill
This issue includes stories on the
"why" behind the U.S. budget, recent
congressional interest in such arcane
subjects as "net neutrality" and
California's most recent surge to the
head of the environmentally conscious
pack. An in-depth Q&A with California
Assemblywoman Fran Pavley, author
of the state's landmark greenhouse
gas emissions bill sheds light on the
process that brought the bill to the
governor's desk.
It's difficult to fault a political system
that has created the world's largest if
not most vibrant economy. But if our
budget process doesn't always deliver
what we're paying for, a disengaged
electorate has gotten what it
apparently deserves. "The Federal
Budget—We Are What We Spend"
explores a process that has generated
a $9 trillion national debt, funds a
military arsenal for a war that will likely
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the belief that individuals can
and do make a difference, and
that principled decision
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republican democracy.
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never be fought, and is larded with
entitlement programs for just about
everyone—except America's working
and middle classes who are still without
a sensible national health care plan.
Finally, "Shaking the Tree" raises the
question of whether lawmakers'
indignation on issues like "net
neutrality" and hedge fund regulation
has done little to address critical
problems, but has benefited more than
one campaign war chest.
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FROM THE FORUM

CONGRESS AT WORK

What do you think about the state of American policy today? Join our online forum for
intelligent discussion with PT's readers across the nation. Contribute to discussions in
progress or begin your own. Your thoughts may even end up on these pages:

A small sample of recent Congressional
business.

Discussion Thread: Policy by slogan…
by PolicyWonk76
Umbrella policies are fine as long as they serve only as an outline. But when we
become too reliant on "policy marketing" in making value judgments (at the polls), we
run the risk of voting for legislators who support programs they themselves likely don't
understand—let alone the voters.
Comment now!
Discussion Thread: The ends of criminal justice…
by Demos3
Our prisons are suffering from major structural insufficiency. They have become a catchall—not only for society's worst citizens, but for our own institutional failures as well.
Comment now!
Not yet a member of PT's online community? Click here to register for free! Begin
exchanging ideas with other members in seconds.

H.R. 4583
Amends the Wool Products Labeling Act
of 1939 to authorize specified variations
for the average fiber diameter of specified
wool products, including cashmere.
H.R. 3408
Amends swine price reporting provisions of the Agricultural Marketing act of 1946.
S.RES.577
Designates September 24, 2006, as "National Good Neighbor Day" and calls on
the people of the United States and interested groups and organizations to observe
National Good Neighbor Day with appropriate ceremonies and activities.
H.R.4830
Prohibits the unauthorized construction, financing, or reckless permitting (on one's
land) the construction or use of a tunnel or subterranean passageway between the
United States and another country.

THIS MONTH IN POLICY HISTORY

OCTOBER 5, 1964
EXECUTIVE WAR POWERS
QUESTIONED

OCTOBER 5, 1986
IRAN-CONTRA SCANDAL
DEVELOPS

In comments that would begin to echo nearly 40
years later regarding an entirely different war,
Senator Gaylord Nelson (D-Wisconsin) took a stand against President Johnson's
escalation of the ground war in Vietnam. Although he had voted for the Gulf of Tonkin
resolution earlier in the year, he had also drafted an amendment that would prohibit a
ground war. But colleagues assured him that the amendment was gratuitous, as Johnson
had no intention of escalating the ground war, and Nelson softened his stance. When
escalation came, he voted against a $700 million appropriations bill for the war,
stating, "You need my vote less than I need my conscience."

Only a handful of American's had ever heard of
Eugene Hasenfus before his plane was shot down
over Nicaragua. But when it came to light that he
was shipping military supplies and armaments to
the anti-Sandinista Contras at the behest of the CIA
and the Reagan Administration, the plot boiled over. Because the Boland
Amendment of 1984 explicitly prohibited aid to the Contras, the operation resulted
in the eventual conviction of 11 members of Reagan's administration for
wrongdoing.
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The all-new Policy Today online is here!
Check out Policy Today's new home on
the Web at www.policytoday.com!
Leave the party politics at the door in our
open-access forum. Comment on this month's
articles, debate the issues, suggest future story
ideas and begin your own discussion threads
in one of five categories.
Registration is free and easy. Click one of the
categories to the left to sign in and be heard!

PT FORUM DISCUSSION CATEGORIES:
z
z

Politics and Policy

Social Issues

z

Legal Issues

z
z

Economics
General Discussion

A Principled Perspective on Practical Politics
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CLEAN AIR FOR THE
GOLDEN STATE
Will California's landmark emissions
legislation fuel winds of change across the
country?
by John Foley

C

hristmas came early this year for the California
Air Resources Board.

With the recent passage of the landmark California
greenhouse gas emissions legislation, the board
was designated the governing body to establish
the rules and regulations of the bill and eventually
enforce and monitor them.
"It's like Christmas Eve around here. Everyone's
really excited to go downstairs and see what's
under the tree, but everyone's nervous about
what's going to be inside the box," according to
Jerry Martin of the ARB.
The ARB has led the country in air resource
management for the past four decades and is
viewed as one of the top resource management
agencies in the country. Currently, requests to work
on the project have hit world wide heights
according to Martin, with calls filtering in from
environmentalists across the globe.
Vo l / 3 | N o / 8
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The California Global
Warming Solution Act of
2006, (AB 32), is an
ambitious piece of
legislation that many
claim will set the standard
for the nation as a model
on how to cap emissions.
It comes at a time when
national concern over
global warming has Terminating global warming? The governor signs the Pavley/Nuñez greenhouse
gas emissions bill.
reached a new apex, in
agency heads and administrators to oversee the
part due to the release of Al Gore's documentary
requirements of the bill.
on the subject, An Inconvenient Truth.
But legislation alone won't secure California's place
in the pantheon. The ARB in particular has its work
cut out for it before the state can begin to boast.
The first task—adopting statewide standards that
equal the state's 1990 emissions levels—will
require an open public process to determine cost
effectiveness and technological feasibility among
other things. And whenever the argument turns to
dollars and practicality, you can expect some
bumps in the road. To that end, the ARB was not
the hands-down choice to regulate, develop and
monitor the legislation. In fact, Governor
Schwarzenegger wanted a new board made up of

With several different agencies currently involved
in emissions control, there is already an amount
of cross regulation. A concerned business
community thus argued that the Air Resource
Board should be the governing body for the new
legislation, according to a spokesperson for
Assemblywoman Fran Pavley( D-41st), co-sponsor
of the bill.
Another important compromise settled the
question on whether or not to allow a market for
"pollution rights." The ARB now has the ability
to allow trading for emissions credits. This is a
POLICY TODAY | October 10, 2006
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booming business. In the European Union's
greenhouse gas market, over $8 billion in
emissions credits were negotiated the first
year, 2005.
Evolution Markets, Inc. a risk-management
advisory company based in White Plains, NY,
structures emission credit trades and sees a
developing market as the only way to meet emission
caps efficiently.
"We fully support the provision. It is by far the only
way to meet the bill's goals. The ARB needs to detail
a multi segment program that involves various
players and industry" said Jason Patrick a broker
with Evolution Markets, Inc.
Credits, in the emissions market, are given for
decreasing greenhouse gases. This however,
often takes the retooling of a plant, factory or
refinery, which frequently costs substantial
amounts of money.
As an incentive to reduce the emissions, industry
receives credits for their investment in new
technology. These credits can then be traded to
other businesses that need them in order to emit
heat trapping gases such as carbon dioxide,
methane, nitrous oxide and others. According to
the bill, the greenhouse gas emissions limit signifies
an authorization during a specific year to emit up
to a level of gases specified by the board, expressed
in tons of carbon dioxide equivalents.
The bill is really a "shell bill," according to BreAnda
Northcutt of the California EPA. "It sets up the
Vo l / 3 | N o / 8
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parameters, but the bill
requires the ARB to develop
the rules, regulations and
market-based compliance
mechanisms."
Although the goal is to cut the
state's industrial emissions, it's
also heralded as a boost for
clean air technology. Craig
Noble of the Natural Resource
Defense Council, one of the
supporting agencies of the
legislation, believes that cleanair technology is the next
frontier for the state's
entrepreneurs..

California is taking the nation's first steps to clear the air of greenhouse gases.

"This will spur new jobs and industries. Research
for new appliances for the home that are more
efficient and save more energy are already being
developed. A lot of the tools are already here. This
is a big deal for California. First it was high-tech,
then bio-tech, next it will be clean air tech. We are
in the clean air-tech era," Noble says.
It may be Christmas Eve at the ARB but there is
little time to celebrate. The board has until June
30, 2007 to publish a list of early reduction
measures that will be implemented prior to adoption
of the complete standards.
However, the ARB has until January 1, 2009 to
prepare and approve the entire plan for public
scrutiny. Once that process is complete, industry
has until 2020 to meet the new standards.

Is it a good plan? Noble thinks so. "It is a big deal.
We will lead the country in greenhouse gas
emission legislation, and this is gong to become a
model for other states. This legislation is an indicator
that Americans are waking up to global warming
initiatives. It's a great plan."
Ann Notthoff, the lead negotiator from the Natural
Resource Defense Council summed it up best. "I
think the bill is great for California, but also lights a
fire across the country so that other states can
adopt similar legislation. This may wake up the
federal government to realize global warming is a
serious public problem. If all fifty states use this as
a model, maybe Congress will wake up too."
About John Foley
John Foley is a freelance journalist, writer and
editor from San Francisco, California.
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"THE TRANSITION TO
THE NEW ECONOMY."
With California's clean car legislation of 2002
(AB 1493) under her belt, Assemblywoman
Fran Pavley already had solid environmental
credentials. But with the Governor's signing of
AB 32, the nation's first legislation capping
industrial greenhouse gas emissions, she has
taken the lead against a gathering
environmental threat.
PT: Most people have a good idea of what this bill
aims to accomplish, but few people know what it
took to draft such an ambitious piece of legislation.
What can you tell us about the process?
Pavley: Interestingly enough, I introduced the bill
back in December of 2004, when it was focused
on expanding the reporting of the California
registry to include all different major contributors
of greenhouse gas emissions. It would have
developed the protocols not only for utilities but
all other stationary sources such as cement plants,
land fills, etc. So, that was my original bill as it
began. Then, in June 2005, the governor issued
an executive order at World Environment Day in
San Francisco on climate change. He had short,
Vo l / 3 | N o / 8
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mid and long-term emissions targets. Now, this was
an executive order—it's not
law—but the mid-term
target was a 25% reduction
by 2020, or a return to 1990
levels. So, I took his midterm reduction target and
looked at the Climate Action
Team report and I put that
in the bill.

“I see this almost as more of a grassroots movement.”

The speaker didn't come on board until spring of
2006. I got the original bill out of the Assembly,
and it came back from the Senate with
amendments, so I knew I would need some help.
We call it "heavy lifting." I got my other emissions
bill—1493—through by myself, but I knew what
we would be up against. Of course, it helped that
the governor was already onboard with the general
outline of the bill. When I asked the speaker if
he would help me get the bill off the floor in its
amended version he said, "I'll do better than that;
I'll be your joint author." I should also note that
the governor was always on board with the
mandatory reporting. We never had to negotiate
the 20% reduction, the 1990 levels, the cap on
emissions—it was always about implementation.

PT: It must have been helpful that you both had
the same point of departure for your negotiations.
Pavley: Yes, it really did. It just ended any
unproductive back-and-forth. Of course, it was
all documented in the Climate Action Team
report, all of the different approaches you can
take to reach that 25% reduction. Some of my
environmental friends will tell you that 25% isn't

“The governor was always on board with
the mandatory reporting.”
enough, but it is a good first step, and it's good
that we're taking it. Scientifically though, most
people argue that we actually need about a 75%
reduction.
POLICY TODAY | October 10, 2006
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PT: It may not have been an enormous step on
the scientific scale, but it appears to be a rather
large political step.
Pavley: Yes, absolutely. One thing we really need
to do too is quantify and incentivize local
governments for taking action. In Sonoma County,
all 10 cities—47 out of 50 of the elected
officials—have adopted more stringent targets
than Kyoto. Gavin Newsom of San
Francisco is discussing tidal energy
and several other options. My home
city of Santa Monica is doing
incredible things as well. So, I see
this almost as more of a grassroots
movement. Individuals and cities are
the primary actors, much more so
than the state and certainly more
than the federal government. And it's
not just California, and it's not just
in the "blue" states. Salt Lake City,
Austin, Texas—the list goes on and
on. I was part of a video conference
last month with legislators from
Illinois, and they have a long list of
bills they'll be introducing in January
pertaining to climate change.
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voluntary. The chamber of commerce and the oil
companies would fall in that category. But even

“It's not just California, and it's not
just in the 'blue' states.”
one of the lobbyists for the chamber stood up in
a policy committee on the last night of debate
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and said, in a resigned kind of tone, "AB 32 is
about the transition to the new economy." And I
thought, "He's got it. It's about clean technologies
and alternative fuels." I just thought that was
fascinating because he just summed up very well
where this bill could end up pushing us.
I would say that the business community wanted
to see more market-based mechanisms. That

PT: When the bill was in committee
and being debated on the floor, what
types of compromises were being
pushed by the opposition?
Pavley: It depends. There were some
people who just wanted to kill it, or
effectively kill it by making it
Vo l / 3 | N o / 8
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would be emissions-credit trading and things of
that sort, which will be examined by the Air
Resources Board very closely. California first has
to have repor ting to establish a baseline,
however; you can't trade if you can't quantify it.
Well, no other states have mandatory reporting,
so the obvious question is, "Who are you trading
with?" California might be big enough to trade
within itself, but we don't know yet if that's
going to be workable.
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doesn't have an across the board 20% reduction.
Some are going to be able to do more than others.
Maybe the cement plants will only be good for a
5% reduction, but others will do better. Being
able to come up with—in just a couple of years—
the amount that each industry will be responsible
for is going to be a real challenge. But we'll be
able to do it.

On the other side, there was some concern
from the environmental justice community.
Because of the trading provision, they
worried that power plants and other
polluters would be expanded in some
regions disproportionately. Also, some on
the environmental side wanted an
accelerated timetable. 2020 seems a long
way off when we see the accelerated impact
of global warming all over the world already.
Things seem to be happening a lot more
quickly than anyone ever envisioned. Most
of us thought that it would be a 50-100
year problem, but it's immediate. I just got
back from Iceland, and in speaking with “Once we do it, it will be easier for other states to follow.”
people there, it's an immediate problem.
PT: Are there any incentive mechanisms for
PT: A piece of legislation as ambitious as this one
industries to go beyond their targets?
is bound to have its challenges in implementation.
Pavley: No, none other than the trading
What do you foresee as the biggest hurdles that
mechanism. Some of the more progressive
lie ahead?
businesses that are already reducing their
Pavley: It will be challenging to determine—for
greenhouse gas emissions—like PG&E and the
each stationary sector—what type of contribution
Silicon Valley Leadership Board—got on board
they would have to make, because each sector
because they were already reducing their carbon
Vo l / 3 | N o / 8
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footprint. If they get involved in trading and
they've already reached their target, they can then
make additional reductions and then sell those
credits to other businesses. At the end of the day,
they're not only helping the environment, but also
their bottom line. It's a business incentive to do
the right thing.
PT: So, what's the next step?
Pavley: Now the real work begins! With AB
1493, there were no targets and it was
much more vague. We kicked it over to
the Air Resources Board and asked them
what we could achieve and then we kind
of backed into the numbers. This one is
in statute though. The challenge when
you're the first state to implement it is that
you can't work from a template. The good
thing is that once we do it, it will be easier
for other states to follow.
PT: Any chance the governor will give up
one of his Hummers?
Pavley: Well, he's already converted one
of them to hydrogen; I've seen it.
PT: Assemblywoman, thank you for your time.
Assemblywoman Fran Pavley r epresents
California's 41st Assembly District in Southern
California. She serves as Chair of the Budget
Committee on Resources and is a member of the
Budget, Education, Transportation, and Water
Parks and Wildlife Committees.
POLICY TODAY | October 10, 2006
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SHAKING THE TREE
The blogosphere is still abuzz over "Net
Neutrality," but as Congress winds down,
among the biggest winners in the debate are
candidates' war chests.
by Howard M. Unger

O

f the thousands of bills introduced in Congress
each year, one or two issues usually emerge
from the legislative cauldron to become subjects
of major policy debates. By pitting special interests
against each other, these debates also become
battlegrounds for lobbyists and fundraisers.
The 109th Congress has been no exception, with
"Net Neutrality" materializing from policy obscurity
to become a focal point of advertising blitzes,
grassroots rallies, and K Street lobbyists. The
debate behind Net Neutrality pits telecommunications companies, which own the copper
and fiber that comprise the Information
Superhighway's infrastructure, against Internet
companies like eBay and Google, which rely on
those wires to carry their electronic content.
Internet companies want everyone to have equal
access to their sites while the telecoms believe they
should be entitled to control what flows through
their network.
Policymakers and political observers say the debate
highlights two vastly different approaches to how
Vo l / 3 | N o / 8
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groups lobby Congress—
greenbacks versus grassroots. On one side, the
telecoms have spent an
estimated $100 million on
advertising costs, lobbying
expenses, and campaign
contributions. Internet
companies, meanwhile,
have avoided a large-scale
fundraising war and gone
online, where they have
netted more than one Some have argued that Congress is “shaking the tree” with Net Neutrality..
million signatures for an online petition and used
in near record proportions (see chart). Not
their Web sites to promote Net Neutrality.
included are the individual contributions made by
corporate bigwigs,
Telecom Cash
like the nine Comcast
"The telecoms have given far more money
executives who doThe telecoms have spent
to politicians than their opponents."
nated a total of
$45 million on pro$15,000 in one
industry advertisements
month to the campaign of Rep. Joe Barton - chair
and $50 million on lobbying efforts, according to
of the House Committee on Energy & Commerce
estimates from Campaign Media Analysis Group
and a force behind an anti-Net Neutrality bill in
and Bloomberg News. Political action committees
the House.
for three of the biggest telecoms—AT&T, Verizon,
and Comcast—have already doled out $5 million
When deep-pocketed special interest groups
this election cycle, nearing or surpassing
surround an issue on all sides, politicians' war
contributions from previous cycles with weeks to
chests tend to grow, says Massie Ritsch of the
go before the November elections, according to
nonpartisan Center for Responsive Politics, which
the Federal Election Commission.
examined the fundraising around the Net Neutrality
debate in June. "Companies and industries tend
Net Neutrality has attracted telecom PAC money
POLICY TODAY | October 10, 2006
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he says, is especially problematic but nothing new.
"We've seen this when tobacco issues were being
discussed in Congress, during the health care
debate, and around defense issues during debates
about weapons systems," Cain says. "It's a common
practice, but an unsettling one."
Going to back to the well

Google, welcome to Washington DC.

to ramp up their contributions around election
time," he says. "The telecoms have given far more
money to politicians than their opponents." Similar
giving, he says, occurred during debates over
bankruptcy reform, the Medicare prescription drug
benefit, and asbestos litigation.
Such contributions, however, can lower the public's
confidence in the policymaking process, says Prof.
Bruce Cain, who directs the Institute of
Governmental Studies at the University of California,
Berkeley. "The problem is the appearance that you
have to pay to play," he says. And pay they do.
Cain says that companies usually contribute to
political campaigns on a regular basis to make sure
they have elected officials' attention. Heightened
activity when an industry is in the middle of a
regulatory debate like the one over Net Neutrality,
Vo l / 3 | N o / 8
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attention of the body. It's just going to happen,"
he says.
Cain calls this tactic "tree shaking" and says that
fundraisers have been known to tell special interest
groups that pending legislation may mean it's a
good time for lobbyists to start writing checks.
Retired members have talked about it, he says,
but most say that it never happened with them.

The more people who participate at the contribution
level, says former Democratic congressman
A spokesman for one of the telecom giants,
Peter Hoagland, the more candidates will be
however, says his industry's spending on the
interested in their issues. "It's nice to have those
Net Neutrality issue is the result of being
people involved in the process because there aren't
misrepresented in the media—not by tree-shaking.
many other ways of
getting a legislator's
attention," says Hoagland, who represented
Ne-braska's 2nd District
from 1989 to 1995.
While he was in office, he
says, issues of the day
like NAFTA and tax
reform would get the
attention and, thus,
fundraising dollars from
special interest groups.
Sometimes, he says,
attention to issues was
sparked by politicians
looking to stand out in
the 435-person House of
Representatives. "You're
going to have people use
Source: Federal Election Commission data. Includes figures for all corporate and
whatever tactics they
employee PACs.
can think of to get the
POLICY TODAY | October 10, 2006
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"As often happens on the Internet, a great ruckus
was raised about this thing," says BellSouth's
Bill McCloskey, who believes a BellSouth
executive's comments to the press last year were
misinterpreted by Internet advocates. McCloskey
says his industry is more concerned with other
issues. "The money we are spending, we
are spending to
promote the telecom bills in
Congress," says
McCloskey. "We are
promoting things
like a nationwide
video franchise,
and things like
helping soldiers call
home from Iraq, as
well as helping first
responders."
McCloskey says the
Net
Neutrality
debate has no factual basis. He notes that original
versions of the House or Senate telecom bills didn't
contain any language on the issue. "All the things
they are worried about what we can do, we can
do now. We are allowed to manage our network,
we can block spam, block viruses, and allow
parents to block stuff that they don't want their
kids to see."
Massie Ritsch of the Center
for Responsive Politics

An AT&T spokeswoman said she's read about the
idea that the telecom bills are a cash grab, but
believes they are needed updates to the 1996
telecom bill that also saw spikes in campaign
Vo l / 3 | N o / 8
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contributions. "So much has changed since the
'96 act. I think that the real reason (for the bills) is
that the communications laws needed to be
updated," says Claudia Jones. "The '96 act was

"As often happens on the Internet, a great
ruckus was raised about this thing,"
focused on bringing competition in local telephone
service. The Stevens bill deals with issues such as
video franchise and universal service reform."
On the telecom industry's spending for this year's
bills, she says, "It's typical of what happens. There
are always bills that are of particular interest to
one industry or another. This is a bill that's
important to us."
Internet Lobbying
What they lack in political campaign funds,
companies like eBay have an asset the
telecommunications titans can only dream of—a
community of dedicated users. In May, eBay CEO
Meg Whitman wrote more than a million of them
about the Net Neutrality debate and urged them
to "send a message" to Congress before it was too
late. In the company's first email to users about
the political issue, Whitman wrote, "The telephone
and cable companies in control of Internet access
are trying to use their enormous political muscle
to dramatically change the Internet. It might be
hard to believe, but lawmakers in Washington are
seriously debating whether consumers should be
free to use the Internet as they want in the future."
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Google finally
opened a political
action committee
in September. In
addition, it ranks
its own "Guide to
Net Neutrality for
Google Users"
among the top
results for those
searching about
the issue on its
ultra-popular
Web site. Google's page inclu- UC Berkeley’s Bruce Cain of
des links to an open letter from company CEO Eric
Schmidt, an online petition, and a form to allow
users to write their senator or congressman. In
his letter, Schmidt writes, "Today the Internet is
an information highway where anybody—no
matter how large or small, how traditional or
unconventional—has equal access. But the phone
and cable monopolies, who control almost all
Internet access, want the power to choose who
gets access to high-speed lanes and whose content
gets seen first and fastest. They want to build a
two-tiered system and block the on-ramps for
those who can't pay."
Along with Amazon and other Internet businesses,
eBay and Google have teamed up to form the It's
Our Net Coalition. Net Neutrality, according to
coalition spokesman Jim McGann, has
transformed the online industry's approach to
addressing political issues and brought industry
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including some strange bedfellows. The
SavetheInternet.com group includes the American
Civil Liberties Union, Gun Owners of America, the
Christian Coalition, Common Cause, and MoveOn.
This summer, the group collected more than one
million Internet signatures for its online petition and
recently delivered thousands of those petitions to
Senate offices in 25 cities. In addition, the Web
site has linked thousands of bloggers to its home
page, including many sharp-tongued scribes.
Jones, the spokeswoman for AT&T, says she's not
astonished by the Internet industry's campaigning.
"I'm not surprised because that's their forte. It's
the Internet," she says. "I am surprised at the
vehement nature of the debate on the Internet. I

The group includes the American Civil
Liber ties Union, Gun Owners of
America, the Christian Coalition,
Common Cause and MoveOn.
eBay CEO Meg Whitman

members together. "They're spending whatever it
takes on advertising," McGann says of the
telecommunications companies. "We're going in a
different direction. We're working with the real
grassroots and it's paying off. It's a big difference
in approach and we feel that the grassroots is the
way to go."
McGann may be right. One of his group's
supporters, the SavetheInternet.com Coalition,
has brought together more than 750 groups,
Vo l / 3 | N o / 8

POLICY TODAY

always see the Internet as an open forum. But if
you look at the blogs, anyone with a divergent idea
on this issue (Net Neutrality) is slammed."
The industry is also beginning to step up its
traditional lobbying efforts, as evidenced by
Google's decision to open a lobbying office in
Washington, D.C., last year. In addition, although
their contributions dwarf in size to the telecom
industry's donations, Internet industry PACs are
beginning to send lobbyists to fundraisers. (The
largest, eBay's, has given about $200,000 this
election cycle.)

Will Net Neutrality still be a big issue after November?

Says Ritsch of the Center for Responsive Politics,
"It was only a matter of time before the Internet
industry established itself in Washington. Once a
company or an industry reaches a certain size, it
really can't avoid playing politics in Washington by
making campaign contributions and hiring
lobbyists. So many issues affect the Internet
industry, or could potentially affect it, from Net
Neutrality to taxation of online sales to immigration
restrictions for hi-tech workers."
About Howard M. Unger
Howard M. Unger earned his Master's Degree
from the University of Maryland's School of Public
Policy. He is currently a freelance journalist in
New York City. To e-mail him, click here.
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THE FEDERAL BUDGET:
WE ARE WHAT WE SPEND
Budgets reflect priorities, but in our case,
those aren't always clear.
by James Pethokoukis

F

ormer British Prime Minister Margaret Thatcher
once said that anyone "who understands the
problems of running a home will be nearer to
understanding the problems of running a country."
Indeed, when most people think about
government, they often think about it in personal
terms. When looking at the federal budget (and
deficit)—it's tempting to think, "I have to balance
my budget, why can't the government? Of course,
that's not really true. Household debt currently
stands at record levels. When it comes to living
beyond one's means, America's elected
representatives have long embraced the
population's credit card mentality.
But there are differences. For starters, most
Americans probably have a fairly good idea of how
all their hard-earned money is being spent. They
should: they earn it, and at some point, their home
equity loans, credit cards, and indulgent relatives
max out.
Vo l / 3 | N o / 8
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The United States government, however, marches
to the beat of a different drummer. Our soldiers,
civil servants, and other federal employees provide
goods and ser vices, but there's no market
mechanism to determine when supply and
demand are in balance. As a result, the president
and Congress have built up a $9 trillion overdraft
over the past five years.
"The public really has no idea where their tax
money is going," says Ellen Miller, co-founder of
the Sunlight Foundation, an advocate for greater
government transparency.
Priorities—or not
Just how does the federal government decide how
to spend taxpayer money? In the $2.5 trillion
federal budget for 2005, the government spent
$521 billion on defense and homeland security—
$494 billion for the Pentagon and $27 billion for
the Department of Homeland Security. Put that
together with big-ticket federal entitlement
programs—Social Security ($519 billion in 2005),
Medicare ($333 billion) and Medicaid ($182
billion)—and the government spends more on our
social safety net than defense. But these represent
a sort of dividend to taxpayers who qualify—

Credit: AP Photo/Evan Vucci
Hot off the presses: The latest edition of the federal budget.

pensions for those who have served their country,
the elderly, sick, and others who our society have
decided to support in one way or another and to
varying degrees.
Total defense spending amounts to about 4% of
our $12 trillion gross domestic product. Compare
that to defense spending in the 1960s. Back then,
it bounced between 7% and 9% of GDP. The
percentage-of-GDP argument has its proponents,
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What part of the budget is growing the fastest?
During the past five years, education spending has
increased at an 18.9 % average annual rate, health
research 12.3%, housing and commerce 9.6% and
transportation 9%. Then there's the budget deficit.

In its most recent estimate, the Congressional
Budget Office forecasts a $260 billion shortfall in
Back in the 1960s, Social Security accounted for
2006, down from $318 billion in 2005 and $413
around 13% of the budget. Today, it accounts for
billion in 2004. When the Reagan Administration
21%. The 1960s also saw the birth of Medicare
began running huge budget deficits in the 1980s
and Medicaid, the other legs that support America's
as it dramatically increased defense spending—
social insurance system. Everything other than
the biggest shortfalls since World War Two—many
entitlements and defense—education, highways,
economists predicted that without dramatic
federal prosecutors—came out to $425 billion in
spending cuts or tax increases, the country was
2005. Yet, America is one of the only (if not only)
on the way to fiscal ruin. Of course, a combination
developed countries without universal health care
of massive defense cuts and higher tax revenues
while our medical expenses are the highest in
from the stock market bubble during the Clinton
the world.
years
allowed
the
THE FEDERAL BUDGET TIMELINE
government to generate
four years of surpluses
totaling $556 billion.

Credit: U.S. Department of Labor

8

But defense spending is
back up and without a
once-a-generation stock
market boom to generate
huge revenues, the budget
has fallen back in the red.
Indeed, the CBO is
predicting shortfalls for the
rest of the decade. But why
are we generating deficits at
all—why isn't the world's
biggest economy generating surpluses? And, how

In many ways, the federal budget reflects American
attitudes toward debt and spending.

long can the United States depend upon the
kindness of strangers, in this case Asian central
banks, wealthy oil kingdoms and private European
wealth to fund a Congress that can't seem to
say "no"?
The rules of engagement
No surprise, but the budget doesn't just
necessarily reflect the priorities of balanced-budget
advocates or other so-called good government
types. "First of all the budget reflects the priorities
of the White House," says Dana Chasin, former
legislative assistant to U.S. Senator Mark Dayton
and now a fiscal policy advisor at OMB Watch. That
makes sense since it's the president who starts
the budget process rolling with his budget request
to Congress every year by February 1. Budget
legislation, as expressed in the Constitution, starts
in the House, as a joint resolution. The House
Budget Committee then examines the President's
request, decides how it wants to allocate money.
The budget is then divided into various accounts,
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constituencies," Chasin said. "Look at the budget
that was adopted for the Defense Department." He
notes that the White House asked for $439 billion
but Congress appropriated $470 billion. "Some will
see that as congressional profligacy or pork,"
he adds.

Senator Tom Coburn

such as Defense or Education. While that's
happening, the Senate works on its own budget.
After the House passes its resolution, the two sides
meet in conference committee, negotiate their
differences, and then pass the final budget
resolution which specifies the max that can be
spent in each account. Is that it? Hardly. Then its
time for the money actually to be appropriated.
Again, this legislation starts in the House with both
houses eventually ending back in conference
committee to work out their differences. Then it's
back to the president to sign the appropriations
bill into law.
Sounds simple (sort of), but there are more cooks
involved in the process than our duly elected
legislators and chief executive. "The budget also
certainly reflects the priorities of key
Vo l / 3 | N o / 8
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Indeed, examining the Pentagon's budget is like
taking a short course in everything that's wrong
with the budget process. William Wheeler, a
defense budget expert and former staffer for both
Democrats and Republicans in the Senate, notes
that in the 2006 defense bill, Congress added some
$9.3 billion in additional spending from the original
White House request to cover things like a
Memorial Day celebration, health care in Hawaii,
Alaskan fisheries, and breast cancer research. In
total, the Congressional Research Service found
more than 2,800 of these earmarks.
"Worse is how both Democrats and Republicans
in Congress pay for it," Wheeler explains. "Eagerly
advertised to the voters back home as good news,
they neglected to explain that they raided parts of
the defense budget to offset the cost. The favorite
target is the Operation and Maintenance Budget
that includes spending for weapons maintenance,
training, fuel and all the other essentials key to
fighting a war.
Now getting rid of wasteful, unnecessary spending
won't, in and of itself, solve either the immediate
budget deficit or the nation's long-term entitlement
problem, but they might create a more fiscally
responsible process that could result in those
bigger problems being dealt with. Even some in

Senator Barack Obama

Congress recognize the problem. Thanks to the
efforts of Senators Tom Coburn (R-OK) and Barack
Obama (D-IL), authors of The Federal Funding
Accountability and Transparency Act, citizens will
be able to better track wasteful spending starting
in 2008. The bill creates a type of "Google for
government spending," it would create a single,
publicly accessible Web site to track the
approximately $1 trillion in federal contracts,
grants, and loans awarded each year, providing
detailed information on the recipient, amount and
intended purpose. While none of these efforts will
directly lead to a balanced budget, they might
create a more budget conscious public. At the end
of the day, that's a good first step.
About James Pethokoukis
James Pethokoukis is a senior writer for U.S. News
and World Report.
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