This can be both a simple and/or a very complex problem, with an awful lot of variables. The network setup wizard is pretty good, at least compared to other version of windows. First, you say that you are connecting from your laptop to your desktop. How ? Via a router or directly - ethernet card to ethernet card. If the former you need to use a NON-cross over cable. If the latter a CROSS over capable. The reason for the latter is that when going from computer to computer (of any description) you can't have the wires transmitting on the same pins. They have to CROSSED over. You don't do this with a switch or router as it is done inside the device.
If that is sorted, check that the machines are part of the same workgroup - XP defaults to MSHOME - which irritates me ! Doesn't matter what you call it as long as they belong to the same one. Then check (under network connections. Are they sharing the same IP address range. If you use the setup wizard you might have problems here. There are two IP ranges commonly selected. One is called the private range and usually starts with the number 168.x.x.x. The other is the usualy range (as I call it) which has the values 192.168.1.X. X can be any number between 0 and 254. So your desktop might be 192.168.1.2. I deliberately didn't use a 1 in that last position. Most ADSL devices demand this address for themselves. Next the subnet mask needs setting to 255.255.255.0. The mask octets 255 means that when overlaid on the IP address the system will only look at the last figure. Hence the reason for different values here for different machines. I wouldn't mind betting that your laptop as chosen an IP in the range 168.x.x.x. I got so fed up trying to placate the Gods (with five machines at home, 2 for me and one for my laptop, one for the wife and one for my son, one for the printer and finally one for a wireless connection (which is bloody useless)), that I decided to do them all manually. As long as you keep a detailed notebook its really quite easy. 
Go to network settings and select TCP/IP. Select Properties. Choose "Use the following IP Address" and set your desktop as the main machine, 192.168.1.2 (it is the gate way). Set the subnet mask to 255.255.255.0. Set the gate way 192.168.1.1 (the modem). In the next area use the DNS settings of your ISP. There are usually two - mine starts with 203.96.152.4. Click OK. You can go to the Advanced tab and set the firwall on, but it is a bit pathetic. Get ZoneAlarm off one of the PC World freebi disks. There is a little learning curve, but nothing beats it. Now, with your laptop repeat the process not forgetting to give it a different IP address, say 192.168.1.5. Same subnet, same gateway and same DNS. Reboot both machines and they should then share the inernet connection which will probably be a bit slow if its and ordinary modem. Best of luck. Sorry about the lenghthy reply. And yes there are spelling mistakes !
