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Broadband Blockers

The FCC is again trying to regulate telecommunications access.

President Bush has called for universal broadband by 2007. That’s a criticall goal, since there

* are more than a dozen countries that have greater Internet access for their citizens and .

businesses than we do. But does the White House understand that their own Federal
Communications Commission is inhibiting this goal?

+ 2 Specifically, _the FCC is going to decide this week whether to promulgate new regulations that

would allow competitors of the incumbent telephone companies — the “Baby Bells” — to have
access to the infrastructure that the phone companies built with billions of dollars of private
investment capital. Yes, of course, competition is a desirable goal. But if the government
mandates that the privately financed infrastructure must be shared by all competltors, who will
make the initial investments in the ﬁrst place?

Telecom infrastructure development is absolutely crucial for U.S. economic growth. This is an
industry with plans to invest upwards of $100 billion in new-generation fiber-optic
communications networks. This is good news for workers, technology busmesses, and
homeowners who need to be hooked up to high-speed Intemet

In many ways Michael Powell’s FCC has delayed this dynamic investment process. The FCC

‘remains fixated on a re-regulation model for telephone and Internet communications, when the .

very intent of the landmark Telecommunications Act of 1996 was to msplre deregulatlon and a
pro-consumer, survival-of-the-economically-fittest model.

From the perspective of the rule of law, the Constitution prohibits an uncompensated taking of
property, which is what these regulations would in effect mandate. The idea behind the original
1996 legislation was to allow new startup telecom firms to have some access to existing
networks, so they could reach a stage of economic maturity and compete on their own. After
eight years, it is certainly time to allow these upstart competitors, some of which succeeded and
many of which still are not profitable, to sink or swim.

Since 1996, the FCC has produced three sets of rules to regulate telecommunications access.
Each has been rejected by either the D.C. Circuit Court or the U.S. Supreme Court. Each time,
the courts provided guidelines for a new iteration of the rules and, each time, the FCC produced
a revision that failed to meet those guidelines.

The courts have already admonished the FCC that its previous attempts indicate an
“unwillingness to adhere to prior judicial rulings.” Yet reports suggest that the latest attempt,
due this week, is an instant replay. : :
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. Orne problem with the FCC’s Iatest regulatory proposal is that it misunderstands the nature 6f -

competition. The courts have told the FCC repeatedly (and correctly) that a’ competitive market” ]
is defined by whether competition is possible — not whether competition is actually taking -

- place. Gatorade dominates the sports-drink market, not because it’s a monopoly Wwith barriers to

entry, but because no other firm can make a bettet thirst quencher A firm may-cometo I
dominate a competitive industry srmplyvbecause it makes a better product not because it 1s
restraining trade and competition. w . .

'The FCC rules being proposed to ensure competrtron border on the absurd The FCC is

considering a regulatory regime that would create a telecommunications competition analysis of -
every commercial office building in the United States. A new.army of regulators wouldbe
needed to enforce and adjudicate this. An information-age industry should not be requlred to -
reckon with thls klnd of central-planning dynamic. :

A better approach would be to let the free ‘market work. its course. If competitors wish to hook. '
up to existing networks, let the market set the price. Right now telecom competitors and phone
companies can connect to the incumbent network using a service that has éxisted since before

the 1996 Telecom Act was passed. The FCC instead wants a prrce-control regime under which

* regulators decide. a fair market value. These prices will certainly be discounted well below fair
_ market rates. The cost to consumers is that this will deter growth of the network so vital to
' future economic growth.

If the FCC proceeds with its latest regulatory scheme, it may soon find itself in the embarrassmg _
situation of again being turned down by a court whose patience has already been tried. All of
this legal wrangling is bad for the markets and bad for the telécommunications and related

. high-tech industries. In practical terms, all this adds up to contmued delays in delivering new
. services such as broadband to customers, and the slower creation of new jobs and economic -

growth.

Correct me if I'm wrong, but aren’t these precrsely the goals that the FCC 1s supposed to- be
advancmg" A

~ — Stephen Moore is president of the Club for Growth,

http://wwvi/.nationalrevievu.com/mobre[mooreZOO4 12151 214.asp .
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B Amencan voters about how those policies are workmg

This choicé makes so much common sense, it’s amazing the White House hasn’t already.
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Kudlow for NEC Chalrman

What is Bush waiting.for?

Presrdent Bush has had a series of supremely f talented economists adv1smg him over the

- past four years, lncludmg Larry Lindsey and Glénn Hubbard but he has never had a gifted

communicator of the White House economic message. That deficiency caused Bush severe .
heartburn in both marketing his first-term domestic legislative priorities and in educatmg N
: A = Amoorein. .
In the year before the November elections, for example, the eéconomy soared — with low '
interest rates, low inflation, respectable job growth, increasing worker productivity, and a
rapid rate of growth for the gross domestic product. Bush’s policies were working
swxmmmgly, partlcularly the 2003 tax cut. Yet, the media portrayed economic conditions as s if
we were in a mini-depression with many voters buying into this pessimistic viewpoint. The
chasm between economic reality and perception almost cost Bush the election.

* All of this is to say that what George W. Bush needs an economic communicator — someone

who is telegenic, charismatic, and credible. Of course, it goes without saying that this person
must also be a gold-plated supply-sider who has an unshakable conviction that the Bush
second-term agenda is right for the country. After all, the Bush administration has an -

incredibly audacious economic game plan: a tax overhaul, Social Security reform, expansion
~ -of free-trade agreements, tort reform, and budget control. If Bush can accomplish even half - - - e
""" these priorities, he will leave behind a scintillating legacy of achievement.

For all these reasons the open posiﬁon of director ef the National Economic Council should
be filled by NR’s own financial wizard, Larry Kudlow. I recently joined up w1th a growmg
band of conservative leaders to try to make this appomtment a reahty

Jabures

pounced on it. Kudlow’s credentials to be the president’s chief economic spokesman and

adv1ser are 1mpeccab1e

® Kudlow is regarded on Wall Street as one of the natlon s premler ﬁnanc1al economrsts
e Heis TV savvy (obviously, given that he has his own show on CNBO).

® He is right in line with the Bush administration’s thmkmg on tax cuts, entitlement reform, | '

trade and monetary policy. !

® He has advised President Bush and Vice President Cheney on economics over the years.

5/5/2005 3:03 PM
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® Hehasa umque power of persuasron that can convert people in the media, in Congress -

and on Mam Street of the nghtness of his and Bush’s positions.

o Hehasa natxonal (even an 1ntemat10nal) followm'g

e Heis highly regarded among Republicans and many Democrats in Congress
Larry Kudlow has a pure Reaganite pedigrec” He worked for the Gipper between 1981 and'
1984 as the chief economist at the Office of Management and Budget. He has worked as

- senior economic strategist for some of the most prominent-investment-banking firms on Wall
- Street, including two stints with Bear Stearns. He has had the fine sense to write a brilliant -

bi-weekly column for NRO and also writes frequently for National Review magazine.

National Review Online (http://ww.nationa|!iew.com) S http://www.natio_na_lre_vi’.com/sc_ript/printpage.,as_'o?ref=/rnoore/mo...

BT YTEIE T

It is well known that a number of years ago Kudlow had a near career-ending substance-abuse o

. problem. It is also well known that he has had a blessed and remarkable recovery in his

personal/spiritual life as well as his professional life. His only remaining vice is tobacco. (If
the White House is a no-smoking zone, that, alas, may be a deal-killer.) Should his past.
problems be a disqualification? In this age of redemption, the answer surely is no. After all,
President Bush, earlier in his life, struggled with his own substance- abuse demons, and he

' _ fully conquered them in admirable fashion.

| My White House contacts tell me that for four years President Bush has been trying in vain to

find for his administration a “Robert Rubin of the right.” Good news: He exists, and his name

s Larry Kudlow. Appointing him would be a masterstroke by the White House and would. -

win universal applause — particularly from his conservative friends. This would be Pre51dent

‘Bush’s most daring and exhilarating Cabinet selection.

' What is he waiting for?

— Stephen Moore is president of the Club Jor Growth.

http://www.nationalreﬁevt'.com/moore/moore2004 12131325.asp -
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Let It Snow...

. . for four more years.

If the New York Times is to be beliéved, someone at the White; House is trying to push Treasury

" Secretary John Snow out the door. One unnamed White House staffer said last week that Snow

could “stay as long as he wants, as long as it’s not too long.” The Times says with resolute -
conviction that “Snow is on his way out.” The White House has failed to put these rumors to

John ‘Snow has now learned the hard way the truth of the Rohald Reagan maxim about
Washington: In this town, if you want a loyal friend, get a dog.

This is shabby treatment by the White House of a good man and an excellent Treasury secrétary.

If the president wants Snow out, why the backdoor innuendos and shameless whispering -
campaign? Snow has been loyal and effective for Bush, and his job performance has been
especially glowing given that he succeeded Paul O’Neill, who betrayed Bush at every turn and
was never really with the tax-cutting program. Snow deserves gratitude for bnngmg dignity and-
sanity back to the Treasury. _ _

The media doesn’t like Snow all that much. They pine for cabinet secretaries like Jim Baker and
Dick Darman, people who leak to the papers, assault tax cuts, and can always be counted on to

... dump on conservatives. That’s precisely what is admirable about Snow. He doesn’t care what .
- the New York Times and CBS think about him. Why should the Whlte House?

Snow was brought in for one purpose: to sell Amenca on the pres1dent’s tax package. He did
‘that with quiet aplomb. That shouldn’t have been too surprising. John Snow, former CEO of
CSX railroad, is a supply-sider down to the marrow of his bones. He made a forceful and -

persuasive case to Capitol Hill, Wall Street, and Main Street on the wisdom of cutting dlvxdend L

and capxtal-galns taxes.

~ Here’s an even more important job credential. John Snow has presided over one of the most

bullish economic recoveries in many years. The economy has soared at a real growth rate of
nearly 5 percent since Snow was named Treasury secretary. The stock market has increased by
nearly 30 percent in less than two years. The investor class in America has much to be thankful
for in the performance of John Snow. :

I must confess that T am not disinterested. I know John Snow personally, and have an
unqualified admiration for his economic views. We met when we both served on the Kemp
Commission on Tax Reform. What became clear during those months is that Snow wants what
the vast majority of Americans want: a radically simplified, single-rate tax system that clears
away the barriers to growth in the IRS tax code, eliminates unfair subsidies, flattens tax rates,
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For the past year Snow has been crafting the outline of a tax-reform proposal based on the . i

pI'mCIpleS of simplicity, low rates, and mcentlves for savmg and investment.

'Snow is a free trader and an mﬂatlon hawk On the dollar pollcy he is nght The market stiould
determine the “correct” value for the dollar, not the witless political class, which wouldn’t '
understand economic principles if they were Wntten out in all caps and in green crayon '

Snow is said to have a tendency to put his foot m hrs mouth. An alleged blunder ‘was that he
- pointed out to Ohioans that the job picture in the Buckeye state was better than the media - ,
: - portrayed it. How insensitive to unemployed factory workers, the whining class, complamed But
1 you know what? He was dead-on accurate. In fact, the post-electron jobs report confirmed
'm precisely what Snow was.saying: The jobs recovery is in full bloom, even in hrgh-tax Ohio.

)

- - Bush needs a Treasury secretary who can lead over this next term on tax reforrn, death-tax - '
l'—"“ repeal, budget control, free trade, and a stable currency with stable prices. John Snow is the right

L; _~ man for the job. Conservatives should_rally behind him. He is one of us. His ouster would be an R

lg:]' * . unforgivable affroht to the supply-side movement and a blow to wise financial policy.

i) " Four more years. - - S o g .
P o : _ _
IN -' - —+ Stephen Moore is president of the Club for Growth.

http://www.nationalreview.com/moore/mooreiOO4l-2070835.asp
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A Tax-Ban No Brainer
~ Congress should keep the Internet-tax ban in place. '
' UJ ' Today the House of Re‘pr_esentativ.es will vote to extend the ban on Internet taxation through
[T] - - November of 2007. Keeping cyberspace tax free has long been a goal of anti-big-government
® and pro-technology forces in Washington. This bill, led by Chris Cox in the House and John
;:"’ ‘ McCain and George Allen in the Senate has significant opposition from tax-eater lobbying
_;; ~ groups on Capitol Hill, especially state and local governments who hope that the World Wide -
<r #:-" Web will be their next great cash cow. The Senate enacted the bill earlier this week; the House -
'ﬂl' ~ should follow suit, and keep the Intemet tax ban in place S
0
L * President Bush strongly supports this leglslatlon So, if the House does its _]Ob next week thls

pro-taxpayer legislation will be the law of the land.

The new law will mean no taxes on Internet access, unless you.use dial up and pay the telephone
tax (which should be eliminated as well). It also means no tax on Internet sales. In other words,
" the Internet will be a genuine tax-, regulatlon- and tariff- free zone.

A tax on the Internet would do real damage to the U.S. economy. Economic.growth in recent
years has been propelled by the technology sector, which has made a big-time rally after the
implosion of 2000-01, when the NASDAQ fell from 5,000 to 1,500.

¥ The argument against the ban on the Internet tax is that states and localities need the money and _ B
that Internet purchases are eroding the tax base of city hall and state governments. This is'
preposterous. The states and localities are now awash in cash. For example my home state of
‘Virginia has a $1 billion state-tax surplus. The same rosy fiscal picture is true in local _
governments across the nation. A new Cato Institute study finds that states and localities have
already doubled their tax collections over the past twelve years, even without tapping into the -
new frontier of the digital economy. Governors and mayors should now be aggressively cutting
taxes, not finding sneaky new ways to add to their coffers. '

" The policy that Congress is about to adopt is simply a continuation of the federal law that has
been in place for the past six years. Since 1998 Congress has wisely declared the Internet a .
tax-free zone by establishing a moratorium on Internet-access charges. An "access charge" is S
essentially a toll on using the Internet. The idea was to prevent the government from causing -
infant crib death of this new consumer technology. After all, as Justice John Marshall once
observed, "the power to tax is the power to destroy." By all accounts, the Internet-tax
moratorium has been a resounding success. In 1985, about one in six American families and
businesses had access to the web; now, three in four do. .

Moreover, e-commerce is the new frontier of business enterprise. International Data Corporation

10f2 : , | 5/5/2005 3:02 PM
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“ * There is only one problem with the bill that Congress will vote on today. It does not make the
- Internet a tax-free zone permanently. Also, it seems that if we want a regime of "tax fairness"
~ ‘and a level playing field, all forms of Internet.access, whether dial-up or wireless, should be
- immunized from state, local, and federal taxation. While Sen. McCam s compromlse does not

.National Review Online (http://Ww.naﬁonelreview.corrr) S httpi//www.nationalre\_'ie!.eonl/scriot]printpage.as’p?ref=/moore/mo...

-.reeéntly estimated that the Internet economy in 2003 reached $2.8 trillion. In the U.S. alone;’

e-commerce accounted for $500 billion in business activity and employed 2.3 million
Amencans ‘The Internet sector of the economy is growing at 12 percent per year compounded

-E-commerce in short, is to the early 21st century what the steam engine was to -

early- 20th-century: economic development Meanwhile, the telecommumcatlons sector of the
economy now stands ready to invest billions tq upgrade the nation's communications networks
and make high-speed (or broadband) Intemehaccess available to all Amencan homes and small
busmesses as it is for ]arge corporatlons today :

" All of this is to say, if ever a pubhc policy has worked premsely as hoped it is. the Intemet-tax
" moratorium. : .

Moreover if the Republicans in Congress really wants to keep tax relief a eenterpiece of thei'r-
domestic agenda, keeping the IRS and state tax collectors away from the Internet is crmcal By .-

' some estimates, a tax on Internet access could cost families up to $150 a year If purchases on TR

the Internet were also taxed, these costs could double or triple.

rﬁeet all of these criteria, it brings us a lot closer to the ultlmate goal

Congress today has a chance to rinig the bell for liberty. The opportumty now exists to create,

| through the growth of the Internet economy, a massive global free-trade zone. Opponents of the
. Internet-tax ban argue that this bill will only put added pressure on all levels of govemment to

lower taxes on."bricks and mortar" businesses. That's absolutely true — but I suspect most -
Amencans would regard this as an added benefit of the Internet-tax ban. .

— Stephen Moore is president of the Club for Growth

http ://Ww.nationalreview.com/moore/moore20041 1 191I 121.asp
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~ go to enjoy them in Europe.

. on demand, government-run health care, reparation payments for slavery, one-world
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Export a Liberal! . |

If they’re so eager to flee to Canada, by all means, let’s help them

Well my good fnend Grover Norqulst may finally see his lifelong dream come true. It looks

like the Left is finally going to leave us all alone. If everything goes accordmg to plan, blue-state

Democrats are going to let us keep our guns and dur money and our kids and our faith — and all _
the other thmgs that government keeps trying to wrest from us. _ i 361 P

vacai . Allow me to explain the basis for my optimism. ' Comsore e

The Canadian embassy reports that the requests from U.S. citizens for travel visas, citizenship
applications, and political-asylum petitions have skyrocketed since the glorious day of
November 2, 2004, when big-government liberalism was once again relegated to the ash heap of:
history (for the next four years, at least). One contact at the Canadian embassy told me that they

~ are overwhelmed with requests to enter the country from Canada's neighbor to the south. The

Canadians haven't seen.this kind of invasion of young discontented Americans since the

" Vietnam draft dodgers poured across the border.

European nations, espeoially France, are also reporting a surge in applications from Americans

‘wanting to leave these shores immediately (and hopefully for good). It appears that if the Left in

America can't bring the European welfare state and high taxes on the rich to America, they will

It would also appear, then, that the party that p_reaches tolerance as the preeminent virtue just

can't tolerate one thing: conservatives. (This is especially true when conservatives control the
instruments of political power.) Well, I respect that. When you get a fanny-whupping like the = 3.-:)i s
Left got on Election Day — when every one of your core values (tax hikes on the rich, abortlon '

’ ECS) (SR S
government, polygamy) has been rejected by your bigoted and narrow-minded fellow citizens —
it's cowardly to stick around.

I mean, really: How can any self-respecting blue-state liberal Democrat possibly stomach four
more years of Republican rule in America (which, for many of the MTV Rock the Vote .
Generation-Xers, must seem like consecutive life sentences)? Do liberals really want the Darth '
Vader of American politics, Karl Rove, to rub their noses in it for another four-year term? Can"
they fathom being governed by red-state conservative Republicans, who, if the New York Times
is right, have such low I1.Q.s that it's hard to believe we ever managed to get toilet trained?

Liberals of America, unite! Leave this horrid and wicked and irredeemable backwater! Why not
create a workers. paradise off the shores of France? You can all speak French, allow Janet
Jackson to show both her breasts, create a cradle-to-grave welfare state, drink Starbucks lattes,

5/5/2005 3:02 PM
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' -Bpt this t1me they are serious about leaving: With Bush's election the Renalssance was over; _
~ with his reelection, the Dark Ages have definitively descended upon America. These leftists oo P

read the New York Times every day, scramble the satelhte signal for Fox News, and worshxp—-

~ your new leader, Michael Moore! Hell, we'll throw in Harvard and the whole faculty! It's a gift. * L

Here's an added incentive: You will never have to take the war on terronsm 1o the terronsts : MR RO
they will almost certainly bring it right to your doorstep : '

Now, there's the catch in all this. It turns Qut that a lot of the hberals can't afford the tnp, or the

entry fee into places like Canada. " »
.. “

So here's my idea: a new project called the Export a Liberal Fund. From this pool we will dohate

- $100 to every liberal who agrees to give up his U.S. cmzenshlp and flee the country
- permanently.

. Warning #1: Thefe's no coming back for health care when you get sick.

: Warmng #2: There will be no amnesty program. These are one-way t1ckets '

Before the 2000 electlons the Alec Baldwins and the Barbara Strelsands of the world promlsed
that they would leave the country if Bush won. The good news is that Bush indeed won; the bad
news is that Streisand and Baldwin did what liberals always seem to do: they lied. And, alas,

" - they are still among us.

therefore want out — so they can seek more soc1ahst pastures. They just need a little nudge, :
little financial incentive. : . . _ _ ' e

1, for one, stand ready and willing to do my patriotic part and contribute to the Export-a Liberal
Fund. Thope you will join me in this worthy charitable endeavor Let's really go out and paint
the country red!

— Stephen Moore is a contributing editor of National Review.

http://www.nationalreview.com/moore/moore200411170839.asp
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The Ten Races That Matter Most

An electlon-mght checklist.

Every election brings at leasf one or two wonderful shockwaves, and, with them, an equal
" number of heartbreakers. Which ones should we look out for this year? '

Here I try to select for conservatives a list of the congressional and Senate races that have the .
_ most at stake for promoting growth and free markets.. Here are the top races to keep an
e espec1a11y close eye on during electlon mght

1. Oklahoma Senate: The federal budget is out of control, and thete are too few senators today - ... . ;-
who believe in less government and advocate the elimination of worthless and obsolete federal
agencies. What is needed in the Senate is a warrior for fiscal restraint; Tom Coburn will be just
that. He will tie the Senate up in knots, if that's what is needed, to stop the passage of fiscally
reckless spending bills. Coburn will be a free-market conservative version of John McCain in
the Senate. He is every lobbyist's worst nightmare, because he can't be bought. Coburn was the
fiscal conscience of the House of Representatives. He received five "A" grades from the )
National Taxpayers Union and he kept his three-term-hmlt pledge in the House. His opponent,
_ Brad Carson, is a sllck-talkmg Bill Clinton type.

27634172870, .

2. South Carolina Senate: Jim DeMint is one of the most pro-free-market and principled men-

4. in Congress. He has received the prestigious lifetime "Taxpayer Hero" citation from Citizens
Against Government Waste. He has earned "A" grades from the National Taxpayers Union in
four of the five years he has served in Congress. DeMint promised to serve three terms in the
House, and he did. He was one of the 25 Republican heroes who voted against the fiscally
irresponsible Medicare-expansion bill last year, even though he was told that it would hurt his
chances of winning the Senate seat. He is the author of the most comprehensive proposal for
Social Security personal accounts in the U.S. House. He is for eliminating the income tax. - -
What's not to like? :

. 3. South Dakota Senate: If you want to kill the beast, you cut it off at its head. Tom Daschle
has been a thomn in the side of pro-growth conservatives for years. Defeating Daschle is key to
the free-trade agenda, judicial appointments, and the elimination of the death tax. John Thune is .
no great shakes on fiscal issues; he compiled a weak voting record for a Repubhcan dunng his' P
time in the House. But beating Daschle would be the ultimate election-night prize.

4. Colorado Senate: We all know that Pete Coors is a woeful debater. But he's a strong . ' S
supply-side pro-growth candidate with deep roots in the conservative movement. In a Congress

filled with too many career politicians and lawyers, Coors would bring a much-needed

businessman's perspective to Capitol Hill. The Democrats have nominated a popular Hispanic

state attorney general, Ken Salazar, who is masquerading as a centrist. In reality, Salazaris a
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Kerry Democrat who wants to repeal the Bush tax cuts, renew the death tax, and who opposes
tort reform , _

5: Colorado. District 4: Congresswoman Marilyn Musgrave is under attack froma . ~.. .
multi-millionaire, left-wing activist who has spent'more than $600,000 in TV ads to defeat her.
The assault on Musgrave centers around her soclal-conservatwe stands (she is the lead sponsor
of the Federal Marriage Amendment); she drqu fire for her staunch fiscal conservatism, too.
These assaults have made her vulnerable. She iban indispensable free-market conservative in
the House; and her defeat would be a real blow: She was another of the 25 Republican heroes:

" who voted against the fiscally irresponsible Medicare-exparision bill last year. She took on the

* powerful Republican chairman of the Transportation Committee when he wanted to raise the .
gas tax. We can't let deep-pocketed liberals run our champions out of town. - '

6. Texas District 17: Thanks to redistricting in Texas, most of the close House r.aces'this“)?ear -
* are deep in the Lone Star state. The GOP has a great opportunity in this race to knock out a huge
migraine in the U.S. House: Congressman Chet Edwards. Arlene Wohlgemuth is just the lady to
do it. Wohlgemuth is a state representative who cut billions of dollars out of the Texas budget.
Edwards, on the other hand, got four "F" grades in the past five years from National Taxpayers
Union. The Democrats are ferociously fighting to hold on to this seat and have poured $1.7
million into the race, with a good chunk- coming from lawyers, lobbylsts and umons It would
' be sweet to defeat that unholy tnmty of donors.

TlatiGen -

- 7. Puerto Rico: Puerto Rico does not have a floor vote in the House. But Luis Fortuno could
become quite influential in the Republican caucus. If he wins, he will be the first-ever resident
commissioner to caucus with the Republicans, and he could bécome one of the GOP's stars in v
-the House. He is solid on all the key economic-growth i issues, and, better yet, understands and '
can explain them in English and Spamsh He could become a very valuable asset for
Republicans in future election campaigns as the GOP reaches out to Latino voters.

8. Texas District 2: Judge Ted Poe has become a bit of a national folk hero for his unusual
approach to retribution for criminals, known as "creative sentencing." (Liberals hate it.) As
noted in news accounts, his sentences have included requiring "murderers to hang pictures of
. their victims in their jail cells, auto thieves to give their cars to victims, and minor offenders to
“read books from a court-approved reading list." He is obviously an independent and creative
thinker — skills that Congress desperately needs. This is another district with a liberal
... Democratic incumbent (four-term Rep. Nick Lampson) endangered by the newly drawn
"""" congressional-district lines. It would be nice to retire Lampson early.
9. Cathy McMorris in Washington: State Rep. Cathy McMorris is young, attractive,
articulate, and a fierce bulldog in supporting smaller government and lower taxes. In short, she °
is exactly what the GOP needs in Congress to counteract liberal Democrats like House Minority
leader Nancy Pelosi. McMorris is running against a Democrat with nearly unlimited money to
spend out of his own pocket. If she wins, don't be surprised if someday she becomes the first
woman Speaker of the House.

10. Texas District 4 House Majonty Leader Tom DeLay has helped engineer one v1etory after
another for free-market conservatives over the years. He has also run the strongest whip

operation in the House in decades. That explains why he is under increasing fire for trumped-up
ethics violations. He is despised by liberals not because his actions have been illegal, but
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because he's been completely effective-atneutering the Left. Now several left-wing groups are.
dumping money into his district to defeat him. That isn't likely to happen,; in fact, despite the

deluge of dollars working against him, dont be surprised if DeLay gets well over 60 percent of

the vote. - : S \

With conirql of the House and Senate at stake, each of these races ¥akes' on heightengd
importance. These are contests with clear ideological distinctions. The idea of a Unit&d States

Senate with Tom Coburn and without Tom Daschle would be like Chnstmas come early. These L

are my top ten; let me know if you have your.own favorites.

L — Steph_en Moore is pre:szdent of the Club for Growth.

http:'//www.nationalreview.cdm/xﬁoore/moqre2004l 1020829.asp
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FERC-get About It ",
Tum out the lights on federal electricity regulators.
) 2
l. MY : lf there’s any lesson that policy makers should have learned from the Cahforma electncrty

I blackouts of 2002 and the East Coast blackouts of earlier this year, it is that electnc power _
[ deregu]atlon done the wrong way can cause soarmg prices and leave consumers lrterally in the

N dark. : :

[ . : ) ) . . .

:'l + wiord’ < In California, homeowners arid businesses had to ration their electricity use, dim the lights, and . jroien
ler turn off their air conditioners. A basic service that we as Americans take for granted — cheap L
o " and uninterrupted access to electric power for llght heat, computers, hair dryers dishwashers,

P etc.— was suddenly a scarce commodity.

~ '

_ leen that the electric power network is the central nervous system of the U.S. economy, we
better make sure that Congress and regulators get it right as they restructure the laws regulatmg
electric utilities. Disruptions in electricity supply and rising pnces could bring our economlc
expansion to a screeching halt.

" Unfortunately, federal regulators seem incapable of deregulating in ways that will benefit .
consumers and keep._the nation’s supply of electricity dependable: Last year, the Federal Energy
Regulatory Commission (FERC) proposed a plan to restructure the national electricity market
that would have required private power-generating companies across the country to come under

. the authority of newly created mega-regional transmission organizations. This plan would have
essentially federalized electricity markets. The plan provoked outrage from governors, state.
.utility commissioners, consumer groups, and free-market conservatlves FERC was forced to -
retreat. : o
s, FERC is now trying to accomplish its power grab through rule-making proposals, court filings,
and other means of regulatory fiat. FERC wants to force local power utilities to join regional
transmission organizations (RTOs), which would effectively prevent them from providing a first
* right of service to the very customers who paid for the power plants and transmission lines in
I ’ the first place. ' '

FERC maintains that this intervention will foster competition in electricity markets, which will

in turn lower utility bills. That’s certainly a laudable goal. But it’s hard to argue that the current

system, warts and all, hasn’t kept prices low. Adjusted for inflation, electricity prices are lower

now than they’ve been throughout most periods in history. Electricity prices haven’t risen at

nearly the rate that oil and other energy prices have:. So why does FERC insist on “ﬁxmg
“system that seems to be working?

Deregulation is supposed to mean fewer _rules and less red tape. When Ronald Reagan lifted
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price controls on oil and natural gas intherearly 1980s, all that was needed was a stroke of his o

pen on a one-page executive order. FERC needs 603 pages just to-explain SMD (standard .~ . 361 o+
market design). In some ways, the FERC scheme more closely resembles the multi-layers of S
bureaucracy in the failed Hillary Clinton healthcare plan than a desegulation manifesto.

FERC’s plan is hugely expensive. In a recent report, the Public Power Council (PPC) found that

the cost of FERC’s regional transmission organizations quadrupled from $250 milliorito $1

billion between 1998 and 2004. The number of employees at the Midwest organization jumped B
more than 500 percent in four years, .from 80 in 2000 to 465 in 2004. In Texas, according to the

PPC study, the number exploded from S0 bureaucrats in 2000 to 530 in 2004.

: It appears that FERC’s pnmary goal is not to serve consumers, but rather to serve as a 11fe raft to
=7 the merchant generating industry. This comes at the very time that Wall Street and credlt-ratlng '
: agencies are fully prepared to bury that industry because of poor business decision making.

f.:; Standard & Poor’s energy analyst Peter Rigby notes that “independent power producers

.. . . gambled on abusiness model based on rapid and debt-funded growth.” Now these indebted .

v . ... power-generating companies face a perfect storm of rising interest rates, soaring natural-gas o e
<r .. prices, and declining electricity demand — and they want a de facto bail out from Uncle Sam. S
wF ' .

E? o Bailouts of bad businesses aren’t consistent with the free-market model of survival of the fittest.

* Airline deregulation forced some inefficient airlines like Pan Am and Eastern Airlines out of . o
business, but others like JetBlue rose out of their ashes. In the telecom deregulatory environment
of the crazed late-1990s, we witnessed tens of billions of dollars in overinvestment, shareholder
- losses, and eventual bankruptcies. Uncle Sam never rushed in to use taxpayer dollars to keep
. these companies afloat.

[V I

Everyone wants to ensure that captive local customers aren’t price-gouged by local electric -
utilities, which in many areas still operate as legal regulated monopolies. The goal is to
eventually allow the power markets to evolve so that homeowners and businesses can purchase
electricity on the national power grid from any number of competing utilitiés. The genuine
4. deregulation model in electricity should work very much like the deregulated phone service of
today: Consumers can now choose from many phone companies on the basis of reliability and
~ cost. Under that model, long distance prices have plummeted.

FERC talks the talk of deregulation, but it intervenes in the marketplace to transform losers into
winners. If FERC continues with this model, it may not be long before its phony “deregulation”
scam brings the California crisis to the rest of the nation. Congress should turn out the hghts at -
FERC before these bungling regulators turn the lights out on the rest of us.

-'.\..':.l :. ‘ .

“— Stephen Moore is president of the Club for Growth and a senior fellow in economics at the
Cato Institute.

http://www .nationalreview.com/moore/moore200410121015.asp

20f2 . - 5/5/2005 3:01 PM



1
- National Review inine (http://www.nationalf®®lew.com) ~  http://www.nationalrevicW® orrx/seript/printpage.usp?ref=/moore/mo...

o . R C . - v - SRR E-mallAutho;

Stephen Moore __gge’

NRO Financia! Colmnist

Request ServerVanabIes('URL")“/o> Y
e PnntVersnon oY

:' . Septemher15,2004,8:30a.m. | L . - B o
Bust the Antitrusters mao T T

The Oracle-PeopIeSoﬁ decision is a loud message for the __B'ush administration.

" : Last week a federal Judge paved the way for one of the largest mergers in the h1story of .

P  Silicon Valley: a $7.7 billion hostile takeover bid by computer software firm Oracle for rival
L . PeopleSoft. This court ruling overturned an mJunctlon agamst the merger by the Bush

™ administration Justice Department.
P : o
s Three cheers for financial common serise prevailing over the swash-buckmg trrades of
=T : ,
o overzealous trust-bustmg lawyers at the DOJ. .
w ’ .
P : .The blggest victors in this decision are the sharcholders of Oracle and PeopleSoft Both stocks
oV " syrged in price after news that the merger would be approved This court ruling is also good

~ news for the competitiveness of U.S. industry. It will allow, an Amencan firm to compete head -

on and more effectively with the glant of busmess computer software development, SAP of -

Germany.

The judge in this case effectively allowed the shareholders of PeopleSoft — who, after all, are
 the owners of the company — to make a large profit on the sale of their stock. Throughout the -
~ past year, Oracle had been offering PeopleSoft shareholders a pnce that was'roughly $5 above
the current stock price. . )

This unconditional victory for shareholders calls into question why the Bush Justice Department

" is employing early 20th century logic to the enforcement of antitrust policy in a 21st century
global economy. Isn’t the Bush DOJ allegedly in favor of free markets, shareholder rights, and
enhancing U.S, competltrveness‘7 : : o

Many economic commentators have argued that George W. Bush is following the Reagan

free-market policy model to spur faster economic growth. But when it comes to antitrust policy,

the Bush administration has veered in exactly the opposite direction. In the early 1980s Ronald

Reagan essentially shut down all antitrust enforcement. This led to a huge tide of mergers,

) takeovers, and corporate restructurings that made American firms far more efficient, increased
profitability, and helped initiate the greatest stock market boom in American history. The o
corporate raiders at Drexel Burnham arguably did more to enhance shareholder wealth and U.S. AR
economic growth than all the trust busters in American history. :

By contrast, Hewitt Pate, the head of antltrust pohcy in the Bush administration, has been one of .

the most aggressive adversaries of mergers and acquisitions since Jimmy Carter was in the e
‘White House. Statistics indicate that the Bush trust-busters have impeded many mergers that .

make financial sense. For instance, the Bush team foolishly blocked a merger a year ago '

between Target and Dart home-appliance stores.
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These are the same wise-heads at DQJ.who prevented a merger between United Airlines and

U.S. Air. That decision now belongs in the hall of fame of government mishaps. Instead of =~ "
allowing the marketplace to create one potentlally profitable large carrier, we now have two that e
are teetering on the verge of Chapter 11. Just a few. years.ago these two firms were seen as a

monopoly threat to the friendly skies. They now receive billions O'Sr:ilollars in taxpa er subsidies. -

to stay aloft — and may not for much longer. Instead of one big firm competing in this market,

there could be none. ' A\ g

Why did this happen? The answer is that there is-a false belief that mergers between industry
* rivals reduces competition and therefore raises prices for consumers. “Simple common sense,”
. Pate announced earlier this year, “would suggest that this merger would be bad for -
competition.”

* That was clearly false in this particular case — which is why Oracle won in court. Oracle now"
controls 7 percent of the business software market. PeopleSoft roughly another 8 percent. The .
merger would bring Oracle’s share to 15 percent. Can a firm that commands one—seventh of a

. market fix prices? If so, cornﬂakes would cost $8 a box. ,

Meanwhlle, other soﬁware firms,; most prominently M1crq§oﬁ, are now preparing to introduce
their own rival business software packages — which would shrink iarket share even lower for-
this combined firm. The biggest advocate of squelching the assimilation of these two U.S. firms
was German rival SAP. .

On balance, and in more cases than not, the macro-impact of famous recent Justice Department
antitrust actions has been economically debilitating. Companies like AT&T, Microsoft, IBM,
and General Motors, businesses that were once thought by Justice Department officials to be
gobbling up the marketplace like Pac Men, are today facing swarms of domestic and .
international competitive forces that in some cases have caused these firms to come to

* Washington pleading for protection. Today’s monopoly is tomorrow’s corporate-welfare
recipient wielding a tin cup. The government on one hand won’t allow firms to overly achleve

Antitrust actlons may have made sense during the era of Theodore Roosevelt when firms like

Standard Oil could truly monopolize local markets. But in the 21st century, where markets are -

global, the idea that firms can gouge consumers on prices is as antiquated as the stage coach.

Consumers are more fickle and cost-conscious than ever before. If prices get out of lineinany . . :
market where there are no barriers to entry, competitors swoop in and lower costs so that .- R
monopoly rents disappear. ' :

_ What’s more, antitrust is nothing more than a devious form of corporate welfare where the .
aggrieved who can’t compete in the open market rush to Uncle Sam for aid. For evidence of
this, consider Oracle. There is a delicious irony in this latest case: The Oracle that is being
damaged by the Justice Department is the same firm that cheered on the trustbusters when they
sunk their fangs into Microsoft. Oracle CEO Larry Ellison was one of the instigators of the

Microsoft action, which is why, as a Wall Street Journal editorial recently noted, “the company .. "

“ has a hard time playmg the role of Damsel in Distress.”
One strange repercussion of the lawsuit against Microsoft was that even Microsoft’s competitors

were injured by the case. A number of academic studies now show that the lawsuit’s plaintiffs
— including Sun Microsystems and Oracle — not only depressed Microsoft share prices, but
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. technology competes with scores of others for consumer and business dollars. For example,

n

_their own as well When the technology trust-busters were on the prowl all tech stocks took a. . 101

hit, because investors realized that if a technology firm started to experience rap1d growth, it

: mlght fall victim to the same witch hunt suffered by Mrcrosoﬁ

| In fact, scholars at the American Enterpnse Instltute have argued that the Mlcrosoﬁ antltrust

action helped precipitate the market melidown of all technology stocks that began in 1999.'Can
anyone imagine Japan or Germany bringing a'lawsult against one of their most successful and
profitable home- -grown export firms? The U. “Shantitrust actions only invited the E.U. to sue.
Microsoft, forcing the company to pay billiong of dollars in economic ransom. .

Of course, not all mergers make sense. Several years ago Quaker Oats purchased Snapple for
about three-times its market value. It lost billions in the process. The issue is who should
regulate the advisability of merger activities: investors who put up their own money, or -
government lawyers? Whrch group is more likely to safeguard shareholder value" h

Now is the time for the Bush admlmstratlon to lighten the enforcement.burden of antitrust law

~ and for Congress to do what it should have done long ago: repeal the Sherman antitrust laws: o
" These laws were meant to protect consumers from higher prices, paid as a kind of-ransom to N

monopolies that gain enormous market share. There are few.if any such industries where this
concern still exists. There are no longer discrest geographical or product markets One

satellite dishes keep cable TV prices in check even when the cable market is technically a
monopoly. These competitive forces explain why prices are stable or falling in virtually every
industry except where the government has created its own legal monopoly The U.S. Postal
Service and public education are examples of this.

' President Bush has announced that his goal is to create an ownership society, so Americ':anscan

own their own homes, their own businesses, and their own portfolios of stock. Consistent with
this goal, the White-House has advanced pro-investor tax policies that have helped boost the
stock market. Yet lawyers at the Justice Department are pursuing a set of policy objectives that
are intentionally depressing stock values. Now that the DOJ has lost in court it should allow the
Oracle-PeopleSoft merger to proceed unimpeded. If it wants to hunt down inefficient,
anti-consumer monopolies, it should focus its attention on the Postal Service and Amtrak.

— Stephen Moore is president of the Club  for Growth and a senior fellow in economics at the

Cato Instltute
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Time to Shine :

With a good convention performance Bush can put Kerry away.

G eorge Bush is now- in position to.turn a close race into a comfortable lead that he never

- again relinquishes.

The president has had a re'markahly good two weeks, perhaps his best two weeks of the year,
thanks in part to the Swift Boat Veterans' ads.. Voters are gettmg to know J ohn Kerry, and they
are s1ck of him already

This race has many similarities to the 1984 Reagan and 1996 Clinton re-election contests. In
both of those campaigns the race was relatively close until the. pres1dents shone at their
respective conventions, and Mondale and Dole were simply left in the dust. It's hard to. believe

in retrospect that anyone ever believed that those elections would be close. They weren't, and if
Bush performs well on Thursday night, this racé won't be especially close either. What's more, if

' ~ he can put a comfortable distance between himself and Kerry in the polls, I predict that

Democratic candidates from the South and the West will start distancing themselves from Kerry
— and the entire ticket will crash like a house of cards. :

So what can Bush do to put Kerry away? Here are some tips- for how the president can knock
 this speech out of the park:

‘e Defend the tax cut. Here Bush has a great story to tell The average famlly of four with an

income of $40,000 got a $2,000 tax cut. A family with an income of $65,000 received almost
$4,000 off their bill from the IRS. Kerry voted against marriage-penalty elimination, death-tax -
elimination, child credits, dividend relief, and a lower capital-gains tax. It wouldn't hurt to .
remind voters that this candidate who allegedly cares so much about the ﬁnancml plight of the -
mlddle class keeps voting agamst the1r financial interests.

e Trumpet the economic gains of the past two years. Bush has the lowest misery index:
(inflation plus unemployment) of any president since LBJ. The stock market is up 20-percerit
since the tax cut. Our unemployment rate is among the lowest in the industrialized world. The
recession began under Clinton: Bush inherited the economic slump; he didn't create it. America

~ is on the mend and growing. Sound the trumpet for growth and optimism. People are tired of the

whiny Left, which keeps talking down America with preposterous rhetoric about the worst.

“economy since Herbert Hoover.

® Propose private accounts for Social Secﬁrity. Why not create 50-75 million new
investor-class Americans by converting Social Security into a private account system? There's
no better way to win the hearts and souls of young voters.

5/5/2005 3:00 PM
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" ® Endthe tyrarmy of the IRS tax code by oﬁ"ermg an optzonal ﬂat tax for tax f ilers. ‘Bush has

(TR I
[OOSR P

E nght,

gotten us halfway to a consumption tax through his reductions in the i income tax, the death tax,

and the capital-gains tax. Let's finish the job by offering every American a postcard return with a
19 percent tax rate and only one deduction — for His kids. If workers want to choose the ﬂat tax,
fine; if they want to stay with the complicated system, let them

o I rash the trzal lawyers There are two Amelhcas tnal 1awyers who get nch rapmg Amencan

businesses and consumers (3 1a J ohn Edwards),, and everyone else' -

" ® Get Arnold up on stage with you! Arnold is the most popular politician in Amenca He's the
Kerry- Termmator o

® Appointa new Grace Commission to root out the waste and inefficiencies embedded in the

 federal budget. 1f Bush won't control spending, get a commission to shine a spotllght on how .
. many of America's tax dollars go down the federal rat hole. Polls show that most Americans

believe that anywhere between 25 and 50 cents on the dollar is wasted,.and they re probably

) Be Reaganesque Make people laugh— and make people laugh at Ken'y Bush has a habit of
* taking himself too seriously. These are serious times, but a little humor and light-hearted
ndlcule aimed at Kerry can help vanquish this dour leﬁ-wmger .

In the last ten days, the odds of Bush's winning have risen from 52 percent to 57 percent on most
betting lines. The smart money is moving toward Bush. After the convention he should be

trading at 60 cents or more on the dollar, if he shines during pnmetime And if that happens,
liberals — so desperate to take back power from the Right — are going to start panicking and

. then start eating their young. This should be fun to watch.

20f2

— Stephen Moore is president of the Club for Growth.
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Grapes of Wrath

~ Choosing Chile over Champagne makes a difference.

The latest reports on France's socialistic economy portray a bleak picture of French workers on.
-a treadmill running faster and faster Just to stay in place. The French unemployment rate has

soared to 9.5 percent, and the economic growth rate over the past year has trudged forward at

the turtle-like speed of 1.5 percent (versus about 4.5 percent for the U.S.). If the U.S. had an
unemployment rate as high as France, there would be about six million more Americans out of -
work — the equivalent of puttmg every worker in the state of Mlchlgan in an unemployment
line.

- Of course, the major reason France is suffering this economic sclerosis is its love affair with

socialist policies. With Communism now on the ash heap of history and the nations formerly
behind the Iron Curtain racing to adopt capitalism and free markets, arguably the most

~ socialistic economy among the industrialized nations is based in Paris. Taxes are so high — to

feed France's obese welfare state — that virtually no net new jobs have been created in France

50 far this century.

Compounding France's economic miseries has been the residual daxnage from the bojcoft by

' Americans of everything French. Last year millions of Americans, incensed by the French

government's outrageous failure to support the U.S. in the war in Iraq, heeded the advice of

~ talk-show icon Bill O'Reilly and began a boycott of French products. Even though critics like

the New York Times editorialized that the boycott was futile, the immediate impact of the
voluntary decision by Americans not to buy French goods (from cheese to lingerie to wme) —_

" orto travel to Paris or the French Riviera for. vacation — hurt the French big-time in the
' pocketbook

But desplte assurances from French ofﬁc1als that the economy has weathered the storm and that

.no aﬁershocks persist, the truth is that France is still suffering from the boycott.

The short-term'lmpact of the boycott against the French was devastating to key French

‘industries. According to a report by the trade publication Wine Spectator, French wine sales fell

by 26 percent in the first three months of the boycott and the global share of wine sales by
France for the first half of 2003 plummeted by half. A poll by the French Luxury Marketing
Council discovered that nearly 4 out of every 10 wealthy Americans were swearing off French
goods.

Now the evidence for 2004 indicates continued residual damage to the French business
environment resulting from the boycott. Real imports from France to the U.S., which stood at
$2.6 billion a year in 2001, are on course to reach barely $2.5 billion in 2004. French wine sales

have not recovered, potentially because consumers switched to new brands and never went back. -
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. The French are not our military allies', and they have unapol_oéétically turned their back on a

Heré is what the evidence shows: The value of French wine exports fell 10 percent in the ﬁrst

* five months of 2004, compared with the same period in 2002. Even more embarrassmg for the

French is that wines from California, Chile, and Australia overtook French wines:on global

export markets for the first time last year. France exported 1.78 billion bottles new-world
vintners exported 1.93 bllhon ' :

French tourism has evidently recovered, but 1pdustr1al productlon and mvestment continue. thelr '
anemlc growth rates. French business 1nvestmeﬂt is nearly flat at one-percent growth a year. -

- Of course, if antl-French fervor is evident in the U. S the views of the French toward Amencans
- are even more hostile. The French have launched therr own boycott of American products, like

Coca-Cola and McDonalds, but there s no evidence that it has harmed U.S. export volume

. much.

- Anti-Americanism appears to be spreading in Europe, and this may hurt ourexport markets. Ae

a strong advocate of the benefits of global free trade, I find that deeply troubling and
economically destructive. But the U.S. government must not adjust our foreign arid
national-security policies to accommodate European pacifists and socialists. The paramount
mission of the U.S. government is to protect the secunty of our nation: If the French and
Germans prefer not to trade with us as we pursue that mission, then losing their trade dollars is a -

_ -small price to pay.

/
loyal friend. That's a sad statement'to make on the 60-year anniversary of the U.S. liberation of
France. But it is something Americans should remember when deciding between a French red
wine and one from Napa Valley.

— Stephen Moore is president of the Club for Growth.:

http://www.nationalreview.conr/moore/rrroore200408270853.asp
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Killing the Class-Warfare Argument

The rich are paying more taxes smce the Bush tax cuts.

One of the inconvenient facté for the foes of the Bush tax cuts is that the péréentage oftotal . ... W .-

] y " taxes paid by the rich Fose after the economic stimulus plan was put into effect. This
L o0 consequence of the Bush tax cuts is highly damaging to the case by the Bush-haters that his tax
|4 cuts disproportionately benefit Halliburton executives and Bill Gates. Moreover, the Bush tax.
' :; o cuts took some 2 million low-income taxpayers off the tax roles entlrely, so 1t’s hard to argue
Vq- ““”"_‘-"""‘ ’_ ~that workmg families didn’t geta ﬁnanc1a1 benefit. '
wT L . _
‘G - Butthe Left continues to work as best it can around these facts. The Kerry-Edwards campaign is -
L . now touting a new study by the Congressional Budget Office which purportedly finds that last -
™ year’s tax cut was tilted to the nch There’s just one problem with thls class-warfare whme It
just isn’t true. ' ~ '

 What the CBO report did conclude was that the total tax share by the richest 1 percent declined
" modestly from 2001 to 2004. But that wasn’t because of the tax cut. It was because of the - :
recession. When the economy contracts and incomes fall as they did.in 2001 and 2002, tax -
payments by the wealthy fall the fastest. This is because of the progressive rate structure of the o
"incomie tax. In other words, if everyone’s income falls by 10 percent, the overall percentage of S
taxes paid by the wealthy falls, because they pay a higher marginal tax rate. '

What this means is that the best way to get the rich to pay more taxes is to incentivize their
incomes to rise..For every extra dollar the rich person earns, about 30 to 40 cents goes into the
government coffers. And since the Bush tax cuts have helped put the economy back on track, as
evidenced by the 4.5 percent real growth rate of the economy since May 2003, the share of taxes
paid by the rich has started to rise again. -

, Those -who ‘actually read the CBO study will discover that it cOnﬁfnis exactly this point. From .

J 2001 to 2004 incomes have fallen sharply for the highest income groups. IRS data shows that in
12002, taxable income fell by about 4.3 percent, with declines steepest among the highest income
groups. In 2002, income fell for the second year in a row. Prior to 2000, annual incomes hadn’t
fallen since 1953. The New York Times recently reported that income fell 63 percent from 2000

to 2002 for the highest income bracket. When the rich make less; so does the government. So
why do members of the Left hate the rich so much? Without them, there would be no money to .
ﬁnance the government, o , o i

A recent report from the Treasury Department confirms that the rich are paying a bigger share of

taxes than they would if the Bush tax cuts hadn’t passed. The Treasury estimates that the top 1 A
percent of earners will pay about 32.3 percent of taxes this year, which is the same as the CBO

estimate. The Treasury also estimates, however, that absent the tax cuts, the top 1 percent would

1of2 : . - 5/5/2005 2:59 PM
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be paying only 30 5 percent of taxes, down 10,percent from 2001. D

- ) ’ ’ D)

The Treasury data confirm that the real impact of the tax cuts on the rich has been prec1sely the
opposite of what the CBO study suggests. By resuscitating the economy and spurringa - a
turnaround in income growth, the tax cuts have inereased the share paid by the rich. Real -

income growth has increased significantly,since the 2003 tax cuts were passed, mcreasmg at

faster than a 6 percent rate in the first two quarters of 2004. With the economiy now growing

more qurckly, we can expect the tax shares parél by high-income groups to 1ncrease

- There is another reason to suspect that as the Bush tax cuts continue to kick in; they will
» - increase tax payments by the wealthy. People are much more likely to work harder, engage in .

: entrepreneurial activity, and make investments when the government is conﬁscatlng less of the
'Ii'ﬂ monetary rewards for these act1v1t1es When.you tax something, you get less ofi 1t

) ' )
o - Thisis obv1ous to most people. It’s why we tax socially undesirable activities 11ke smoking and
IN : drinking. It’s why we fine people for traffic violations. Similarly, when.we tax income, people
t;‘ ~ tend to have less of it — either from working less or spending their time, effort, 4d money on S
T " tax-avoidance schémes. JFK understood this, writing that “Middle and higher-income familjes =~ [roore/m+ -
l'&:]' . _ are both consumers and investors — and the present rates not only check consumption but ' o
o discourage investment, and encourage the diversion of funds and effort into activities aimed
F; - - more at the avoidance of taxes than the efficient production of goods.” S
L , - . . 2

Those who argue that the Bush tax cuts were a “give-away” to 'the rich assume that incomes

grow at a constant rate, regardless'of how heavily they are taxed. That is the fallacy of the recent -

CBO study. The report concedes: “Our analysis does not account for incomes changing in
_response to the tax cuts.” It’s like assuming that you’re not going to take off any weight if you

stop eating hot fudge sundaes with whipped cream and cherries on top. This is the same

whimsical logic that compelled the tax accountants on Capitol Hill to famoysly estimate that a

100 percent income-tax rate would bring in billions of dollars i in federal revenue.

One final point: The CBO study confirms that the rich carry the bulk of the tax burden on'their
shoulders. The CBO estimate says that the share of income taxes paid by the richest 20 percent
of earners fell from 82.5 percent to 82.1 percent in 2004. The report also states that the top 10

. percent of earners will pay “only” 66.7 percent of 2004 taxes, with the top 1 percent paying 32.3
percent. Fully 80 percent of Americans pay less than 18 percent of total income taxes. Not even
Al Sha.rpton could look at thlS data and say the rich are getting a ﬁee ride.

percent? One hundred percent? Does the Left want rich people like Barbara Streisand, George
Soros, Teresa Heinz, and Ted Kennedy to pay all the taxes? Hey, now there’s an idea .

— Stephen Moore is preszdent of the Club Jor Growth. Phil Kerpen is a research assistant at
the Club for Growth. :

http://www.nationalreview.com/rnoore/moore200408 191201.asp
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I . How much exactly does the Kerry-Edwards team want the rich to pay” Seventy percent" Elghty ' :
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Meet the Left - o U

Don’t be fooled by the TV spinmeisters.

' BOSTON, MASS — I'm stuck in Boston doing some radxo and TV interviews and I feel as though -

I'm in one of those sci-fi movies like Escape from New York where the U.S. government turns

' Manbhattan into a penal farm and the streets are filled with nothing but packs of awful and .
 maniacal criminals. These folks who've come to Boston this week aren't dangerous (though their -

ideas are), but it's almost as if a condition of entry this week at Logan Alrport is havmg afew -
screws loose : : -

The Democratic National Convention can best be described as a lavish Bush-bashing festival.
- . (Unfortunately, they're not here to protest steel tariffs or a doubling of.the educatlon budget.)
_These people detest Bush the way cats detest bathtubs.

Of course, the party organizers are terrified that the American pixblic will actually see these .

" Bush haters foaming at the mouth and twitching at the very name of George W., so they have

adopted a theme here: "Keep the message positive." Part of the trick is to ask the delegates to
masquerade as normal people, or at least virtually normal people. In effect, they are saying to the
party faithful, "You know the way you always act. Don't be that way. At least for 96 hours, wash
your hair, be polite, pretend you actually /ike America and work at a real JOb "

The TV networks have accommodated in promoting this charade The panoramic shots of the
convention give the impression that there's no one here in Beantown but middle-class,

~ flag-waving, child-hugging bus drivers and construction workers and soccer moms and .
grandmothers who are infuriated by Bush's economic failures and his ill- concelyed war games.

Don't be fooled by the spinmeisters. These people are not middle America. When you go into

the bakeries, you can actually purchase wedding cakes with two brides on the top. A baker tells
me even straight couples are purchasing these ultra-chic wedding cakes, as a sign of solidarity.
The best-selling t-shirt shows George Washington standing aside George W. Bush. Under
Washington the caption reads: "Could not tell a lie." Under Bush the caption: "Could not tell the
truth." Every third car has a bumper sticker screaming: "RE-DEFEAT BUSH IN 2004." And
then, of course, there are the many forms of advocacy for regime change in America. Leftist
protesters give out placards reading: "George Bush is a lying sack of s%3@." Gee, I remember
when liberals said hate wasn't a family value.

It seems every person I have met here is either a trial lawyer (the Edwards Brigade), a school
teacher (about one third of the delegates are traditionally NEA members), a politician, a .
discontented student whining about cuts in school aid, or a lobbyist for a Washington-based ' S

‘tax-eating organization. These folks have as much interest in tax cuts as Linda Ronstadt has in -

lo-cal desserts. The common refrain from all of them is: more, more, more. More school
funding, more child care, more taxes on the rich, more peanuts served on airlines, more drive-by
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~ abortions, more b111ngua1 education, more: pennants for the Red Sox (they are after all entltled

are they not?), more drivers licenses for illegal aliens. -

Oh, and the hypo.crisy. Receptions this week are hosted by multimjllionaire trial lawyers and
Hollywood stars munching on imported Caviar and sucking down French Merlots while
protesting how unfair Bush's policies have been for poor people. The only thing thes

upper-crust liberals know about how the other half lives is gleaned when maids from Guatamala
come.to turn their beds down and lay a Godiva Chocolate on their pillows.

Perhaps the most memorable moment for me was when two antiwar protesters with "Make
Love, Not War" shirts (I'm not making this up) strutted in front of my taxi and shouted
expletives, daring us to run them over.

T'm no George W. cheerleader myself, as regular feaders of NRO can attest, but I'm more

convinced than ever now of how dangerous the Kerry-Edwards Democrats really are. This is not
Bill Clinton's party — I don't-care what Hillary and Al Hunt say. The fagade of New Democrat

...i - moderation has been stripped to the bone. Every Democrat pundit I have spoken to here has

stressed John Kerry's moderation and fiscal-conservative credentials. Kerry will be just like
Clinton on the economy, they say. But Clinton ran as a free trader; Kerry campalgned in the
pnmanes against free trade. Clinton signed into law a cut in the capital-gains tax; Kerry

" promises to raise it. Clinton supported welfare reform; Kerry has voted against it. Clinton was a

moderate governor; Kerry is the number one liberal in the Senate. If Kerry can carry off this
New Democrat label, then I'm Michael Jordan Jr. with a 40-inch vertical leap about to play for

- the U.S. Olymplc dream-team in Athens

Engaging the Democratic faithful in even playful debate on issues can be exacerbating. When a
group of students were denouncing Bush's tax cuts for the rich, I asked them how it is that the
percentage of taxes paid by the rich went up, not down, after the Bush tax cuts. Blank stares and
open jaws. Twenty seconds into the debate and they were already out of intellectual ammunition
— and these kids go to Ivy League schools. One stunningly obtuse girl from Vasser told me she
favors Kerry because what she wants most in 21st-century America is "a radical redistribution in

~ wealth." I tried to politely remind her that any third-rate dictator can redistribute wealth (even

Pol Pot was good at that); the hard part is creating wealth.

I'll escape Boston with a sense of relief, yes, but also and mostly with terror that in six months
- these oddballs and misfits may actually be running the government. I have this recurring

nightmare of Michael Moore as secretary of state, Al Franken as treasury secretary, and Barbera
Streisand on the Supreme Court.

Groucho Marx once famously said he didn't want to belong to any club that would have him as a

member. Well, I would never want to have a president who is a member of a political party who

would have chumps like these as members. It seems unjust that so many pin-headed liberals | '
could convene at one time under one roof when so many of them promised they would leave the :
country if George W. Bush became president. A o
Typical liberals: They never keep their word.

— Stephen Moore is president of the Club for Growth.
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Budget Matters | e,

How to end fiscal malpractice in Washington.

In recent years Congress has been spending. money in such a ﬁnanc1ally reckless matter that our h

' federal budget-making process now resembles that of a debt-ridden and corrupt thlrd-world
. government. It took nearly 200 years for Congress to reach a $1 trillion budget (1987), but in

just the last ten years, the budget has expanded by another $1 trillion. Recent U.S General
Accounting Office audits of federal agencies find that tens of billions of dollars is-spent .
mefﬁclently, spent on duplicative services, spent on overpayment to vendors, or is just missing
— i.e., no one knows what happened to the money. Thank goodness Congress doesn't have the

" - authority to pnnt money or it might try that to finance its unquenchable spendmg appetite.

' -I have long argued that one reason we have seen this financial malpractlce on Capltol Hill over '
. the past three decades has been the 1974 Budget Act, passed by the liberal post-Watergate '

Congress. This law gave Congress almost unlimited power to spend money, and stnpped the
president of traditional powers to save taxpayer dollars from fnvolous spending.

_Thirty years, and $3 trillion in debt lat_er, it is time to enact a new Budget Act. The best proposal
is the Family Budget Protection Act. This bill, sponsored by Chris Cox of California, Jeb

* Hensarling of Texas, Paul Ryan of Wisconsin, and Chris Chocola of Indiana would help restore |

budget discipline in Congress and provide tools to eliminate wasteful and obsolete govemment
programs. It recognizes that American famlhes and businesses have to live w1thm a budget —

- why not Congress?.

"The rules of the budget game have a bxg impact on the game's outcome. We need new rules that

put the interests of taxpayers first. That is precisely what the Family Budget Protectlon Act
would accomplish. The best features of the bill include:

1) It restores the power of the presrdent to line-item-veto wasteful and parochial spendmg
projects, which have multiplied in number and in cost in recent years.

2) It eliminates so called "baseline budgeting" wh1ch allows federal programs to grow each year
on automatic pilot.

3) It creates a sunset provision for federal programs, so they are not put on a perpetual life SRNES

support system.

4) 1t requires that if Congress and the president do not agree on a budget on time and on budget
that all federal programs-will be funded at the previous year's level, minus one percent.

5) For the first time ever, it creates enforceable overall spending limits on entitlement programs,
which have been ravaging the federal budget over the past two decades.

It used to be that Republicans had an excuse for runaway budgets: They didn't control the purse
strings. Now the bloated spending is on their watch. In their decades of dominance, Democrats
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_ changed congressional processes to enhance their pohcy goals. Republicans have so far failed to .

do the same. Unless their talk about smaller govemment is 50 much eyewash they should _
embrace this budget reform. o . . . SR
\
Currently, the deck is stacked against those who w1sh to reduce expﬁrlldltures and/or\cut taxes.
The lesson from the states is that budget rules that deny lawmakers the power to sperid .and tax
recklessly can be quite effective deterrents to fiscal irresponsibility. If Congress has-any fiscal _
conscience left, it will give strong consideration to the Family budget Protection Act. C T

-— Stephen-Moore is presidént of. Club for Growth Advocaey.

- http://www.natiOnalreview.con)/mqore/moor6200406241525.asp
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Reaganomlcs Won the Day

. and the legacy lives on.

. M y old friend Arthur Laffer, once a chief economic adv1sor to Ronald Reagan tells the story

of Reagan's first Cabinet meeting as pre51dent The new Cabinet members, ready for their

- marching orders, had assembled in the West Wing of the White House. Reagan, the seasoned

actor, waited for silence in the Cabinet Room. He then stood and said, "Gentlemen and ladies, I
hate inflation, I hate taxes, and I hate Commumsm Do something about it." He. proceeded to -
walk out of the room. ; . o

" This was not a pre51dent who sweated the details. He had a few very big ideas and he pursued
~ them with the relentless and steely resolve of a greyhound chasing a mechanical rabbit.

‘ Those who understate the accomplishments of Reagan — polmcal scientists rate him an average

president, which says far more about political scientists than it does about Reagan — seem to
have no remembrance of how far our economy had stumbled in the 1970s. During that bleak
chapter of American history, our nation seemed hopelessly mired in a death-spiral of economic .
decline and despair Inflation hit 13 percent and mortgage interest rates 20 percent; gasoline

lines and OPEC embargoes signaled our hostage status to oil-producing nations; the "misery. .

- index" (inflation plus unemployment) hit a 40-year high of 20 percent and communists seemed

to be outperforming the capitahsts

~ Reagan was truly blessed by the incompetence of liis"predecessors. The cumulative policies of

LBJ, Nixon, Ford, and Carter had atrophied America's economic muscle. Their legacy was big
bureaucratic government expansionism, easy money, soaring expenditures on Great Society
income-redistribution programs, a regulatory regime with tentacles that invaded every industry,
and most insidious of all, confiscatory state-federal tax rates that in some cases exceeded 80
percent. What was needed in January 1981 was the nght president with the right vision. That,

- thank God, is what we got.

Reagan knew that freedom and free markets would put things right. Of course, his supply-side '
experiment was anything but warmly embraced by the intelligentsia in government, academia,
and the media. One recumng lesson of history is that trailblazing intellectual and political
leaders who dare to capsize the conventional wisdom of the day are typically dismissed as-
dangerous, delusional, and dimwitted. To say the earth is round when everyone knows it is flat
is a daring enterprise. But that is just what Reagan did in the 1980s. He created a new

economics, one based on how the world really works, and he overthrew the unworkable

Keynesian ideas that were bankrupting the nation.

And what exactly were those ideas so scorned by the Left and ridiculed as "Reaganomics"? The
Reagan prescription consisted of tax-rate cuts, free trade, a light hand of regulation, tight money
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to make the dollar once agam as good.as gold and uncondmonal v1ctory in the Cold War

The jewel of the Reagan economic package was the famous Kemp-Roth 30 percent 1ncome-tax
cut. Conservative intellectuals — among them Laffer, Robert Bar‘ley, Jude Wanniski, and Jack

Kemp — had made the case for supply-side policies; Reagan was the only leader of significance .

who listened and understood. When the economiy hit.rock bottom ih the summer of 1982,
Reagan's adversaries joyously proclaimed Reaganomics a scam. Even many of Reagan's most

trusted advisors wanted a reversal of dlrectlon But it was Reagan who insisted that we "stay the . -
course.’ " - :

Thankfully we d1d Reagan s pol1c1es spawned the greatest economic and wealth expansxon in
the history of the westem ‘world.

"In 1982 the Dow Jones 1ndustna1 average hit a low of 800 Aﬁer the final pleces of the, Reagan

tax cuts were installed, the market rocketed upwatd for 18 consecutive years. From 800, the -
Dow rose to 10,000 — creating between $15 trillion and $20 trillion in new wealth and

_ industries. The Dow would have to climb to 100,000 by 2020 to match this Herculean

performance. By clearing away the wealth destroyers of high 1 tax rates and high inflation, U.S.
companies became far more productlvc profitable, and valuable

The economy also created 15 million new jobs under Reagan and grew in real terms by 40 .
percent. Some have likened this to adding a new California to the U.S. economy.

~ By the end of the 1980s, in what was a fitting tribute to the Reagan program, almost all

industrialized nations had sharply lowered tax rates to regain a competitive position lost to the

" U.S. in the decade. Reagan would note that "Imitation is the sincerest form of flattery." In this

way, Reaganomics saved not just the U S. economy from worldw1de depressxon but the entire
global economy as well.

The Reagan way was spurned throughout the 1980s as "voodoo economics"” (one of George

~ Bush Sr.'s few memorable comments.) Many college textbooks to this day even argue that

Reagan's economic policies were flawed because they created record budget deficits. But the
textbooks don't mention that as the national debt rose by $2 trillion, national wealth rose by $8
trillion. They also don't mention that the Laffer curve worked: LoWer tax rates did generate more
tax revenues at the federal, state, and local levels. Federal tax collections rose from $500 billion.
in 1980 to $1 trillion in 1990. ' -

Ronald Reagan is dead, but the power of his ideas will no doubt continue to shape generations .
of future leaders worldwide. Throughout American history our heroes have come from the

. unlikeliest of places. How ironic that the man to most influence economics in the 20th century

was a graduate of tiny Eureka College. Our haughty intellectual class, tucked away in their ivory
towers, could learn much from the economic lessons of Ronald Reagan. They probably never

_ will. But it's enough that Reagan convinced the rest of us of the rightness of his ideas — that

free men and free enterprise should be the guiding forces in a prosperous and just society.

.— Stephen Moore is president of the Club for Growth and an economist at the Cato Institute.
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- Congress as he battles powerful and politically influential special intérests in Washmgton He

. on these imbedded special interests. Baker does it because the benefits that Uncle Sam confers
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No More Mr. NYSE Guy o

Richard Baker takes on our most sacred of sacred cows.

' You 've got to hand it to Richard Baker, the Lou1s1ana Repubhcan who chairs the House

Financial Services Committee. Baker is eammg a reputation as the foremost muckraker in"

‘.." (8 '.\I
T S

takes on corporate titans that even Ralph Nader would likely shy away from.

- .- Last year, Baker caused quite a hullabaloo in Washington by questionirig the wisdom of the : -,*“"’bre"‘ﬁ [
~ multibillion-dollar subsidies Uncle Sam lavishes on housing-finance giants Fannie Mae and T e

Freddie Mac. These lucrative government-sponsored enterprises have §pent millions upon

. millions of taxpayer dollars to protect their fortresses from just this kind of political assault. It's

a good bet that not many young rising stars in Congress would have the spinal fortitude to take

on Fannie and Freddie are a national outrage. .

Now, Baker has taken on another adm1rab1e crusade. And once again he is out to slay one of the
most sacred of sacred cows in America: the New York Stock Exchange.

" On Tuesday, Baker will hold a hearing on whether the New York"Stock Exchange is necessary

nowadays. It's a good question to ask in this new information-age ¢ economy, whlch is slaymg the

dmosaur industries of the past the way Cicadas shed their exoskeletons.

It turns out that the NYSE derives its power not from the marketplace but from govemment N

charter. This government-sponsored enterprise takes a minute tax on stock transactions for

- . services that may no longer be necessary. After all, the Nasdaq functlons quite Well w1thout the.

services and fees of the NYSE

TALNT

. Most Americans — and especially members 6f the shareholder class — probably have a warm

and fuzzy feeling about the New York Stock Exchange. After all, isn't this institution the very
symbol of America's hyper-efficient financial markets, trading almost one-quarter of the world's -
wealth? When we think of the NYSE, we are reminded of photos of world leaders, titans of
industry, and Hollywood celebrities standing perched above the exchange floor ringing the bell
to begin a day of tradmg Thxs is unbndled capltahsm at its most raw and most virtuous form..

Isn't it?
Actually, there is mounting evidence that the NYSE has become a stodgy and outmoded'

inhibitor of market efficiency that survives mostly because of government protectionism. What
other institution could have paid its CEO Richard Grasso tens of millions of dollars in
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. compensation for a job that is essentiall-y Ceremonial?

In thxs age of electronic markets, compames like E-Bay, Instmet and Yahoo can execute trades o ‘ o
in nanoseconds. Unfortunately, the SEC still requires stock-brokerg to send their inyestors' "
orders through the NYSE, where service is slow and unrehable and\where unnecess - -
middlemen take a slice of the action. The NYSE is supposed to help the mom and po investor R
and maintain the integrity of our stock markets. Nowadays it acts as'an unnecessary toll on N
transactions. - , ' . e T

The root of the problem appears to be the so-called "trade-through" rule, which sends orders

- through the NYSE to insure that investors get the best price. But Nasdaq stocks are traded

without the big-board and investors aren't getting cheated. Moreover, it appears that because the

big board is so slow and cumbersome compared to computer-based transactions, investors may

not be getting the best pnce at all especrally when the market is volatile and prices are changing '
instantaneously. :

Perhaps the most harmful monopoly power bestowed on the NYSE is its status as an

information cartel for the stock market. Brokerage firms are forced by regulation to send

information that telegraphs their customers' willingness to buy or sell stock at a given price _
(information of great value) to the exchange for aggregation. Those same ﬁrms are then requlred

to buy the aggregated data stream back when provndmg a stock quote to their customers. This IR
grants the NYSE with an information cartel and i 1mpa1rs the hquldlty of the stock market. '

" This informational monopoly, not surpnsmgly, generates huge revenues for the exchange. The o
NYSE maintains that this arrangement benefits investors. That may be so, but more likely it — v

imposes "rents" on stock-trading firms and ultimately their investors. This may explain how xt is
that chhard Grasso and his lieutenants became the most well pard "regulators" on earth.

I freely admit that I am stumped in trying to come up W1th an estimate as to how much.tlus '
sweetheart deal between Congress and the New York Stock Exchange costs investors. It's hard . - L

" to know how much efficiency is lost as a result of current trading rules, established decades and
. decades ago, before the information revolution. It does seem that as we move ever swiftly into
" an electronic age, in which billion-dollar decisions can now be made at the stroke of a keypad,

the NYSE seems as relevant as the rotary telephone
Kudos to Baker for trymg to get to the bottom of this mess. He is domg a b1g favor for the 110

million American shareholders who, unlike the NYSE, don't have well-heeled lobbyists looking
out for their best interests.

— Stephen Moore is president of the Club for Growth and a senior fellow at the Cato Institute.
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Gas prices aren’t even near their historical peak.

- By Stephen Moore

weal Ko Good news: It isn’titrue. Yes, gas prices have spiked upwards by at least 30 percent in most
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Stick a Pump In It I

: A headline in Wednesday’s edition of USA Today read: “Oil Prices Hit Highest Since Sept. -
11990.” The story glumly reported that “oil traded for more than $39 a barrel last week . the
highest closing price since 1990 and the 6th hlghest price ever.”

local markets this year, and yes, it’s infuriating to pay $2.00 a gallon to fill up the tank. And yes,

" higher oil prices areé a significant tax on the U. S. economy — given that we’re the world’s
 largest importer of crude. :

/
But prices, properly measured, are nowhere near their historical peak In fact the long-term
trend in oil, gas, and electricity pnces is downward, not upward -

What the reporter at USA Today and so many other fear mongers forgot to do was adjust for

mﬂat10n In the world of economics, this is an unpardonable sin. After all, if you don’t adjust for

inflation, just about everythmg is more expensive today than 30 years ago.

So let’s look at the long-term trend for gas pnces in mﬂatlon-adjusted dollars

. Gasoline prices paid at the pump have been on a steady rate of decline since the 1920s, with the

obvious exceptlon of the 1970s; when we faced an OPEC embargo and gasoline lines. In 1920

three-times higher 75 years ago.

" - If gas prices were as high today as they were in the late 1970s, we would now be paying about
, $6 a gallon for gas. Today’s price at the pump is higher'than it was as recently as 1985.

’ The same is true, by the way, for the cost of oil. Adjusted for wage growth, oil is slightly

cheaper today than it was 20, 30, and 50 years ago, and five-times cheaper than 100 years ago.
How can gas and oil be cheaper since we’ve used so much of it over time? Well, thanks to

‘the real price of gas (excluding taxes) was twice as high as today Electncuy pnces were about

human innovation, we are always finding new sources of oil, while at the same time technology

makes it cheaper to drill for it.

" For example, the oil ﬁ'elds of Prudhoe Bay in Alaska have two- to three-times more resérves -

than originally believed. Russia, now on the way to becoming a capitalist economy, may.soon

become one of the world’s top two oil producers, as the new Russian capitalist entrepreneurs .

continue to discover new untapped fields.
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Of course, if Congress would only allew us to develop new oii sources here at home, gasoline
prices could easily slip comfortably below $2.00 per gallon. When oil prices were $25 per
barrel, we had the luxury of not drilling for more oil in' Alaska. But now that the price is nearing

~ $40 a barrel, with a good share of that money pipelined to Arab nations that are not always

friendly to us (petrodollars have no doubt been s1phoned off to terrdrist networks in Yecent
years), developing greater energy independence is no longer a luxury In fact, it’s an 4conomic
and national-security necessity of the first order. Any energy bill sighed into law byt
president this year must include the nghts to drill in Alaska.

John Kerry has complamed that Premdent Bush is doing nothlng to contain gasoline prices, but'
Kerry has been the consistent adversary of people who drive cars.- He has supported gas-tax
hikes of as much as 50 cents a gallon, He has also voted “no” every time he’s had the chance to
sink plans for drilling in Alaska, saying that doing so would endanger the environment for
moose and elk. But it’s likely that the blggest beneﬁclanes of Kerry’s intransigence on dnlhng
have been ‘Arab oil exporters

. . High gas prices could be a thorny political issue as we ‘enter the spring and summer months

when travel across the country rises. But travelers should take solace in the fact that we now pay
less for gas, adjusted for inflation and wages, than our parents and grandparents ever did. That’s

~ true even though the oil cartel, OPEC, holds the world price at least twice what it would be if

there were a competitive marketplace at play. After all, in Saudi Arabia and many other
oil-producing nations oil costs abqut 50 cents per ba.rrel to produce. :

" " The best way to break the back of OPEC isto produce more 011 here at home; if only our
politicians would allow it.

— Stephen Moore is president of the Club Jfor Growth and a senior fellow at the Cato Institute.
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 Last week, the Senate approved compromise legislation crafted by Senator John McCaln of T
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Hands Off! "

There will never be a right time to tax the Internet.

Fmally, a v10tory for the taxpayer — at least a partial one.
N ':.<"-. o

Arizona (yes, McCain was on the side of the angels), to extend the ban on Internet taxes for four
years, through 2008. President Bush and Senator George Allen of Virginia, who gets four stars

- for his unwavering'support of keeping cyberspace tax free, wanted a permanent ban on Internet ~ - - i e
taxes, but a four-year extension keeps Internet users at arms length from the IRS and local tax -

collectors for at least the foreseeable future.

" The ﬁght for a tax-free zone on the Internet was tougher than it should have been, because a
. handful of Republican senators wanted to empower states and cities to tax access to the Internet *

at their discretion. Freshman Senator Lamar Alexander of Tennessee, also former governor of _

that state, led the crusade on behalf of states, localities, and brigades of special interest groups —
who receive the largesse of local govemments all desperately wantmg to tap this new cash cow -

of the Internet.

" Sen. Alexander's Internet-access tax proposal would have done real damage to the U.S.

economy just as it's recovering from the tech 1mplos1on in 2000-01

- Back'in 1998, Congress declared the Internet a Tax Free Zone by estabhshmg a moratorium. on

such Internet-access charges. An "access charge" is the government's euphemistic way of
describing a new tax. The idea was to prevent the government from killing this new consumer
technology. By all accounts, this Internet-tax moratorium has been a resounding success. In .
1985, about one in six Amencan families and businesses had access to the web, now three in

" fourdo. - _ o : | o o e a

E-commerce is the new frontier of business enterprise. As Grover Norquist and I also, wrote last
week, International Data Corporation recently estimated that the Internet economy in 2003
reached $2.8 trillion. In the U.S. alone e-commerce accounted for $500 billion in business
activity and employed 2.3 million Americans. The Internet sector of the economy is growing at
12 percent per year compounded. Meanwhile, the telecommunications sector now stands ready
to invest billions to upgrade the nation's communications networks and make high-speed (or
broadband) Internet access available to all American homes and small businesses, as it is for
large corporations today. The extensmn of the tax ban will facilitate that mfrastructure
investment.

Opponents of the ban on Internet taxes always had it wrorrg. They argued that this policy
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unfairly deprives state and local governments who need the money to fund vital public services. .

Sen. Alexander has labeled the federal ban on the Internet-access taxes an "unfunded mandate CwET.L
on states." But an unfunded mandate is a requirement by the federal government for the states . S

and localities to spend money. This policy doesn't deny states and \cmes a traditional revenue

source. Most 1mportant the growth of the Internet and the informatjon economy has\been an

enormous net positive fiscal development for the states. In the 19905, as the Internet ¥conomy

soared, state and local révenues grew at a rate three times the pace of inflation. By the\end of the _

1990s states and local government coffers were overflowing; it wasnt until the tech bubble burst. -+ . -~
that govemment revenues sank o : .

Republlcans and many pro- growth Democrats have done a service to ta)rpayers by extending the
. no-tax zone on the Internet, and the GOP dodged a political bullet. It would have made little _
L sense for Republicans to run for reelection as the party that initiated the nation's ﬁrst-ever tax on

S:_: the 74 percent of Amencan households that use the Internet

S ... Butthe victory for the Intemet and for’ taxpayers last week only further postpones the blgger

=~ . _:-.fight over whether Intemet access and purchases should ever be taxed. Here is why the wOF e
&1 .. self-evident answer to that question is no. The expansion of the e-commerce world offers a

o one-time opportunity to erect a massive, global free-trade zone, in which government

E‘f regulations, fees, and levies are banned. What could be more liberating? Government power will ~

#~q ~~ shrink, as the information superhighway is further democratized over the next 20 years to reach LETE
every business and household in the world. This is precisely why so many advocates of big. '
government want to tap into the power of the 1nformatlon-age economy, before it renders them

. irrelevant.

So kudos to John McCain, George Allen, and the White House for clearing away roadblocks to
our future in cyberspace. It is also worth applauding Democrats like Ron Wyden of Oregon who
fought valiantly to keep politicians' paws off the Internet. As Wyden put it during the Senate
debate: "Under [Alexander's] proposal, the consumer would be taxed every time they send an
~ email, every time they read their local newspaper.or check a bank statement online." How sad.
¥ that many Republicans in the Senate need to be lectured by Ron Wyden on the destructlve
impact of new taxes. :

~ The House earlier this year passed a permanent ban on Internet taxes. When the Senate takes up
the issue of making the Bush tax cuts permanent, it should add the Internet-tax moratoriumto.
the mix. An Internet. tax won't make any more sense five or ten years from now than it does . TSR
today. :

- — Stephen Moore is presidemt of the Club for Growth and a senior fellow at the Cato.Institute.
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Net Nonsense

Lamar! wants to tax the Intemet!

by Stephen Moore& Grover Norquist

-This week the Senate will begi_n déﬁate on legiélation that will extend the 'now-expiréd '

moratoﬁur_n on Internet taxation. The Internet Tax' Non-Discrimination Act (S. 1-50) eliminates
taxes on Internet access and double-taxation of a product or service bought over the Internet. In
addition, it will prohibit jurisdictions that recently began taxing Internet access from continuing

t:. to do so. Sen. George Allen of Virginia is the lead sponsor of th1s wise legislation and President -

Bush again strongly endorsed it th1s week.

Unfortunately, GOP Senato_r Lamar Alexander plans to offer an amendment that will auth.orize '
states and localities to tax the Internet. Alexander's plan would allow state legislators and city
councils to establish a local tollbooth for accessing the information superhighway. This law

. would reverse the ban on Internet taxation that has existed virtually since the Internet was first
_invented. For his effort on behalf of the National Governors Association and other

organizations, Alexander is making a real name for himself as the senator that wants to allow
the Internet to be taxed.

This new Internet-access tax could do real damage to the U.S. economy, which is finally starting
to get its feet back under itself from the tech implosion of 2000-01. In this nascent recovery,
growth is again being propelled by technology and knowledge-based industries. At the very
heart of this critical debate is the question of whether the Internet should be treated as a tax- and
regulation-free form of commerce, or should be converted into a new cash cow for government
officials to fund favored pro grams

Sen. John McCam and others have declded to stop Lamar and his small band of tax-the-Internet
cronies, and have introduced a compromise to address all of the legitimate concerns outlined by
the state and local groups regarding their existing tax base for telecommunication services. The
McCain compromise will extend the expired moratorium on Internet-access taxes for four years,

-phase out taxes on Digital Subscriber Lines ("DSL") that states had illegally started to collect,

and address concerns about the treatment of Voice Over Internet Protocol (VOIP). The

compromise will bring the necessary. votes to ﬁnally pass an Internet-tax moratorium out of the
Senate.

In 1998, Congress wisely declared the Internet a tax-free zone by establishing a moratorium on -
Internet-access charges. An "access charge" is just the government's polite way of adopting a
new tax. The idea was to prevent the government from causing infant-crib death of this new
consumer technology. After all, as Justice John Marshall once observed, "the power to tax is the
power to destroy.” By all accounts, the Internet-tax. moratorium has been a resounding success.
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In 1985 about one in six American families and businesses had access to the web, now three in

g

four do.,

Moreover, e-commerce is the new frontier of business enterprise. International Data Corporation
recently estimated that the Internet economy in 2003 reached $2.8 trillion. In the U.S. alone,
e-commerce accounted for $500 billion in bus1ness act1v1ty and employed 2.3 million
Americans. The Internet sector of the economy is growing ‘at 12 percent per year compounded.
E-commerce, in short, is to the early 21st century what the steam engine was to
early-20th-century economic development. Meanwhile, the telecommunications sector of the

_ economy now stands ready to invest billions to upgrade the nation's communications networks

and make high-speed (or broadband) Internet access available to all American homes and small

~ businesses, as it 1s for large corporatlons today

. All of this is to say, if ever a public policy has worked precisely as hoped it is the Intemet-tax

moratorium.

i .. Opponents of the ban on Internet taxes believe that this policy deprives‘stat'e and iocal

governments who need the money to fund vital public services. Lamar Alexander has absurdly
labeled the federal ban on the Internet-access taxes an "unfunded mandate on states." But an
unfunded mandate is a requirement by the federal government for the states and localities to
spend money. This policy doesn't even deny states and cltles a traditional revenue source. Most

. important, the growth of the Internet and the information economy has been an enormousnet .

positive fiscal development for the states. In the 1990s, as the Internet economy soared, state
and local revenues grew at a rate three times the pace of inflation. By the end of the 1990s states

‘and local government coffers were overﬂowmg, it wasn't until the tech bubble burst that

government revenues sank.

The proposal by Senator Alexander, along with co-sponsors Kay-Bailey Hutchinson and George
Voinovich, to allow fees levied on Internet usage seems maddeningly misguided politically.
given that in just six months voters will decide on which party controls the U.S. House, the
Senate, and of course the White House. It makes little sense for Republicans to run for
re-election as the party that initiated the nation's first ever tax on the 74 percent of American
households who use the Iriternet. That's particularly true because these taxes — already
contemplated by some states and city hall [city halls?] — could be financially mfunatmg The
fees could cost fam111es up to $150 a year.

What is needed from the Republican Congress is not a reversal of this no-tax policy, but rather a
wholesale extension of it. First, the Internet-tax moratorium should be made permanent. Second,
all forms of Internet access, whether dial up or wireless, should be immunized from state, local,
and federal taxation. While the Sen. McCain's compromise does not meet all these criteria, it
brings us a lot closer to the ultimate goal. :

We have both spent years trying to persuade Republicans that for both economic and political
reasons they must never break their commitment to fighting against financially burdensome and
unfair taxes. The liberating opportunity now exists to create through the growth of the Internet
economy a massive, global, free-trade zone. Senator Alexander's amendment lays the -
groundwork not just for taxing Internet access, but also Internet purchases, which would become
a cash machine for governments. States and localities have already doubled their tax collections
over the past 12 years, even without tapping into the new frontier of the digital economy.
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Ironically, even some liberal Democrats are questioning the wisdom of taxing the Internet. ,
"Under [Alexander's] proposal, the consumer would be taxed ‘every time they send an email, S
every time they read their local newspaper or check a bank statement online," says Oregon

Senator Ron Wyden. How strange to hear liberal Democrats lectur'\ng a Republican\senator on "~ . .

the evils of higher taxes. Thankfully Senate Republicans and a handful of Democratd plan to -

keep the information superhighway toll free and side with taxpayers and the tech ecoNemy in

this debate.

— Siephen- Moore is president of the Club for Growth. Grover Norquist is President .of
Americans for Tax Reform. . : . :
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Toomey vs. Specter o

More than a dime’s worth of difference.

, Free market conservatives often voice frustratlon that in most elections voters see little

ideological dxfference between the candidates — especially in primary races: As Kellyanné

- Conway of the polling company has put it, too often conservative voters are forced to choose

between "vanilla and French vamlla "

Not so in Pennsylvania s primary election for Senate on Tuesday Here voters have a choice .- fuirenm

" between vanilla and chocolate-fudge brownie. The contrasts in the voting records of incumbent

Arlen Specter and challenger Pat Toomey could hardly be more stark. To highlight those

distinctions, I constructed a list below of the clarifying differences between what these two

candidates stand for.

' Toomey ° épécter-

National Taxpayers Union Rating. .Grade A i Grade C+

.Supports School choice for parents Yes " No _ .
Position on Bush tax cut Make it much bigger Make it much smaller
Medical Malpractice reform ' - Yes ' - No .

Trial Lawyer Campaign Support - closeto0 - $1.3 million

# of Votes for Higher Taxes 0 o 6 _

Citizens Against Govt Waste A Rating Porker of the Year
Amer. Conservative Union Rating 96 43 :
-Support for Free Trade Yes Sometimes

Taxpayer funds for abortions No : " Yes '

Support National Endowment for Arts ~ No ' " Yes

Voted on $530 Medicare Drug Bill No, =~ .  Yes :
Private Accounts For Social Security Yes Depends dn_when he's asked
Farm Subsidies ' No _ Yes '

In sum, fiscal conservatives finally have a race where there is no just a dime's worth of
difference, but hundreds of billions of dollars worth.

Polls show that more than 1/3rd of self-professed conservatives in Pennsylvania are leaning
toward voting for Arlen Specter. This is like an oak tree voting for a chainsaw. If conservatives
do vote for Specter, they may be suffering from buyer's remorse for the next six long years.

1
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Santorum’s Shame - L I oL
Say it ain’t so, Rick. . . o ' .

e N 0 one can question Pennsylvama Senator Rick Santorum's free-market and pro-growth

(] . " credentials. Santorum has been ranked as one of the most fiscally conservative Republicans in -
o the Senate by groups like the National Taxpayers Union. He has led the fight for tax cuts and
:t' - smaller government. And pro-growth contributors, for their part, did a lot of heavy lifting to

. " help get Santorum into the Senate in the first place and into the leadershlp posmon he now

T ~ holds. It was an investment that has paid off in spades

% -

Qo That is why Santorum's recent interventions on behalf of Arlen Specter in the Pennsylvania

:‘ " Republican primary are so bewildering. Specter is now locked in a razor-tight race against -

conservative three-term congressman Pat Toomey. Toomey's votmg record especlally on
economic-growth issues, is very similar to Santorum's and is as impressive as Specter's is
dreadful. Specter was one of only three Republicans who tried to eviscerate the Bush tax cut; he
was the only Republican in the Senate to vote against the Washington, D.C. school-voucher bill;
and he was ranked by t the Cltlzens Against Government Waste as the "Pork Spender of the’ '
Year."

o Specter often admits his left-wing tilt. Here is how he described his own political persuasion in
arecent New Yorker article: "When I came to the Senate, we had alot of members of the
4 'Wednesday Club' — a weekly gathering of Republican moderates. You had Lowell Weicker,
you had Bob Stafford, you had Bob Packwood, you had Mark Hatfield, you had Lincoln Chafee,
you had John Danforth, you had Jim J. effords 'you had John Heinz. Now there are only a few of
. us." : .

Specter freely admits that he shares the ideology of Jim Jeffords-and Lowell Weicker.

Rick Santomm is obligated to publicly back the incumbent Specter. Santorum beheves,
' probably rightly, that he would not be senator today without Specter's help. In a city where -
loyalty is notoriously a scarce commod1ty, Santorum can be commended for not his pubhc .
pledges of support ' _ R : o

But Santorum is actively working to undermine Pat Toomey's candidacy. He has discouraged
donors from contributing to Toomey. He has cut TV ads for Specter that portray the senior
liberal senator as a friend of the taxpayer. He has staff people in Pennsylvania actively
campaigning against Toomey

Worst of all, Rick Santorum is running around Pennsylvania and Washington, D.C.,
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perpetuatmg the myth that Pat Toomey is "too conservatlve to win in Pennsylvania." This is—
precisely what liberals said about Rick Santorum when he ran for the Senate back in 1994.
Santorum proved that wrong. So did Ronald Reagan, when e won Pennsylvania with a fairly-
right-wing message in 1980 and 1984. Pennsylvania is the signature state of the Reagan-
Democrat voter. These are middle- class often uniohized, blue-collar voters who- are pro-hfe
pro- gun, and antl-tax v

|‘ '

Pat Toomey has a demonstrated record of wmmng Reagan Democrat voters. Toomey represents
~ Allentown, Pa. Allentown is the steel city that Billy Joel immortalizéd in song about an
_economically depressed area where out-of-work unionized steel workers are "filling.in fomis,
standing in lines." Toomey wins the district where:few other Republicans prevail. And he wins -
with a voting record that is for free trade, private accounts for Social Security, and lean budgets
8  — with no pork. (In fact, Specter is running as the man who brings home the bacon, and attacks -
o . Toomey for his unwillingness to vote for budget busters that have caused the federal deficit to -
led soar into the stratosphere.)
1, . - .
™ e~ Despite th1s prmclpled free-market position on issues and his unwrllmgness to chase pork

::g .- ‘ spendmg, Toomey won the district even George Bush lost 1t in 2000.

. .ThIS contentlon that Republican candidates lose when they pos1tlo‘n themselves to the right and

VI ~ when they run on pro-economic growth issues, rather than away from them, is plam wrong.

~ When Republicans run 