Chap 15 Economic and Environmental Policy


Conditions generally are seen as a societal problem that needs addressing in the political sphere: examples—poverty, education, wildfires, foreclosures

Stages:
1. problem recognition—people and gov sees there’s a problem that needs solving: Sept. 11th and terrorism, immigration, racial discrimination

2. Problem transformation—policy problems become political issues after leaders seize problems faced by constituents or interest groups

3. While interest groups, Congress and activists play roles in policy, the President has the biggest platform to push for change

Agents of change—Special interests, Congress, the President (SotU), the public, the media

Government price supports for corn growers—should gov increase subsidies to ease the financial struggles of corn-farmers?  What effects would it have on ethanol producers, the deficeit?  Would other farmers switch to corn?  Would that lead to a market influx?  On the other hand, it would ease competition with foreign farm growers who charge less.

Policies are formulated by think tanks, specialists and Congress.  Policy is reviewed by the bureaucracy, OMB, GAO

Economy-system of production and consumption of goods and services exchanged by consumers and producers.
Laissaez-faire-“let it be”

Efficiency-a principle in which one seeks to use a few resources as possible to produce a greater output.

Equity-when outcomes are fair to multiple parties (New Deal, FDA, Banking Act, Fair Labor Standards Act)
Regulation-when gov restricts economic practices of private firms

Safe Water Drinking Act on p. 445—Anchorage had to add impurities to remove them.

Keynes: Gov. should create the right level of demand.  If demand is too low, gov should pump money into the economy by spending more than it collects in taxes—opposite is true in good times—demand side economics
Friedman: Monetarism—inflation occurs when there is too much money in the economy that isn’t being used to purchase goods.  Supply of money should be equal to economic growth—letting free market operate

Reaganomics: combination of monetarism and supply-side tax cuts.  Cut taxes for corps and businesses and wealthy, to create a trickle down effect, while cutting government programs and increasing military for defense (supply side tax cuts—gov should not interfere with economy)
Fiscal Policy: govs decision to tax and spend—determined by Prez and Congress
Monetary Policy: Fed and Treasury—Interest rates—manipulation of amount of money in circulation
Budgetary Process: OMB consults wit Pres about budget—agencies create budgets—OMB reviews proposals from depts.—OMB sends budget to Pres—Congress adopts budget resolution—Congress creates appropriation bills—Oct. 1 fiscal year begins
ENVIRONMENT

EPA-1970

· 1975 Prez Ford said business regulation cost $2000 per family

NPS-Dept. of Interior, 1872 1st national park was Yellowstone

US Forest Service—within US Dept of Agriculture

1973 Endangered Species Act—ANWAR, Polar Bears as threatened

Spotted owl controversy in Washington

Climate Change

Clean Air Act—set limits on amount of pollution released into the air 1990

Clear Skies Intitiative-

PROMOTING BUSINESS

· Provide loans and tax cuts to companies

· Past 40 years taxation has shifted from corps to individuals

· America boosts businesses by training workers (schools), keeping them healthy (medicare), providing transportation (roads and buses)

PROMOTING LABOR

· More tenuous

· Government used Army to break strikes in 19th century (Example Homestead Strike)

· 1935 National Labor Relations Act—gave rights to workers to collectively bargain

PROMOTING AGRICULTURE

· Homestead Act

· Pacific Railway Act

· Land Grant College Act

· 1996 Congress reduced farm subsidies, 2002 resumed farm subsidies—Farm Bill gave billions to America’s farmers

SPENDING TERMS

Deficit Spending

Economic Depression

Economic Recession

Demand-side economics—Gov uses tax cuts/increased spending to jolt economy (now)
Budget deficit

National Debt

Balanced Budget

Budget Surplus

Capital-Gains tax

Supply-Side Economics—Reaganomics or the “trickle-down” effect.  Gave tax breaks to wealthy and big biz

Inflation-geenral increase in prices of goods and services—Vitenam, Present

Graduated income tax

THE FED

Or Federal Reserve System—Ben Bernake

Created in 1913—Chair serves 4 yrs and can be reappointed by Congress

Fed decides how much money to add or subtract from economy

They can raise or lower the cash reserves of member banks.  By increasing the rate, banks take money out of circulation

Interest rates—raise or lower the interest rate when banks borrow from the gov.  

Fed has seven board members who serve 14 yrs and are all unelected

