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2002 Robert P. Maxon Lecture 
Wednesday, February 19 

7:00-8:00 pm 
 

Dr. Vernon Smith 
2002 Economics Nobel Prize winner 

Professor of Economics and Law, George Mason University 
Markets, Globalization and Prosperity 

 
Marvin Center Grand Ballroom, George Washington University campus, 800 21st Street, NW 
Nearest Metro station is Foggy Bottom 
 
Reception to precede lecture, at 6:00 pm 
Marvin Center Kaiser Room (No. 307, 3rd floor) 
 
Please check our website for updates and more details www.sbpm.gwu.edu/igmr  
 
The lecture is free and open to the public 

 
“A society 

promoting the 
application of 

economic principles 
to public policy for 

over 30 years” 

Volume 35, No. 1         February 2003 
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SGE Bulletin 

To include your activity, please e-mail the 
information to ann.dunbar@bea.doc.gov or send 
it by  regular mail to the address on the back of 
this bulletin. 
 
NEC Luncheon: 
 
February 13, Chinatown Gardens 
Tim O'Neill, Executive VP and Chief Economist 
Bank of Montreal, and President, NABE in 
conjunction with the National Capital Chapter- 
NABE 
The US and Canadian Economies--Linked but not in 
Sync 
 
February 27, Chinatown Gardens 
Susan Bies, Governor, Federal Reserve System 
  
March 12, Chinatown Gardens 
Shang-Jin Wei, Senior Fellow, Brookings 
Institution 
Corruption in Developing Countries 
  
March 18, Library of Congress 
Allan Meltzer, Carnegie-Mellon University and 
American Enterprise Institute 
 
 
Call NEC’s reservation line at 703-739-9404 or e-
mail to Nec.Club@verizon.net. Reservations are 
due by 11 a.m. on the Tuesday before the lunch, 
and your message should include name, phone 
# and event. Those desiring to hear the talk 
without lunch may attend at no charge but 
should also reserve. Lunch price is $15 for SGE 
and NEC members, including those who join 
NEC at the door, $20 for others. 

Around 
Town 
A Service Column 
Listing Professional 
Activities of Interest 
to Our Membership 

President’s Corner 
By Nabeel Alsalam 

E conomists are jumping into the debate over 
the President’s tax cut initiative.  Ten Nobel 
laureates and 100s of other economists signed 

a statement in a full page ad in the New York Times on 
February 10 indicating that the tax cut plan would not 
promote near term job growth, is not properly targeted 
as a tax reform plan, and would worsen the long-term 
budget outlook.   Sometimes policies that have a 
political basis, e.g. tax cuts, are casually labeled in the 
media to suggest a desirable but far from certain result, 
such as the “economic stimulus plan.” 

Douglas Holtz-Eakin jumped from the Executive to 
the Congressional side of our government.  He 
resigned as the chief economist on the President’s 
Council of Economic Advisors and took the position of 
Director of the Congressional Budget Office.  Not 
surprisingly, he was quickly grilled on his views 
regarding dynamic scoring.  While at the Council, he 
prepared testimony for R. Glenn Hubbard, which said 
that dynamic scoring, while conceptually correct, is not 
ready to be imbedded into the budget process.   

Nevertheless, the Joint Committee on Taxation has 
been directed to prepare cost estimates of tax cut 
proposals using dynamic scoring models.  
Furthermore, JCT has received an appropriation that 
would allow them to add several additional 
economists to their staff for that purpose.   

Some critics of big government are now seeing 
budget deficits as the inevitable first step towards 
reducing spending.  In other words, cut taxes, increase 
deficits, and reduce spending.  The pressure on 
economists to better understand and predict the effects 
of tax policies will only continue to increase.  
Greenspan in testimony to Congress noted some of the 
questions those economists will need to address.  For 
example, “do tax increases inhibit investment and 
economic growth or, by raising national savings, have 
the opposite effect?”  Does government spending raise 
the growth of GDP, or does crowding out of private 
spending offset that effect? 

In addition to the Distinguished Lecture on 
Economics in Government, the SGE will sponsor 8 
sessions at the ASSA meetings in San Diego next 
January.  (Wouldn’t you like to be there now?)  The 
official call for papers or session proposals will be in 
the March bulletin.  In the meantime, you can get an 
idea of what we generally do by going to the website. 
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The Social and Economic Impact of Native 
American Casinos 
 
Reported by David Brauer 
 
At the December meeting of the Labor and Hu-
man Resources brown bag lunch, Julie Topole-
ski of the University of Maryland presented re-
sults from her work (with Professor Bill Evans) 
on the impact of Indian casinos on tribes and on 
surrounding communities.  Currently 200 tribes 
operate a total of 310 gam-
ing facilities, which in 2000 
generated about $10 billion 
in revenue.  Following a 
series of Supreme Court 
rulings which limited the 
ability of state and local 
governments to regulate 
gambling on Indian reser-
vations, in 1988 Congress 
enacted the Indian Gaming 
Regulatory Act (IGRA), 
which legalized gaming on 
reservations.  Prior to IGRA 
many of the tribes had no 
economic base.  The stated 
goal of IGRA was to promote “tribal economic 
development, self-sufficiency, and strong tribal 
governments”. 

Topoleski noted that Native Americans—
particularly those living on reservations—are 
among the poorest groups in the United States.  
Data from the 1990 Census indicated that the 
median household income of Native Americans 
on trust land was just $12,459 (compared to 

about $30,000 for all U.S. households), that 
nearly half were in poverty, more than a quar-
ter were unemployed, and that nearly half had 
not completed high school.  The casinos were 
expected to be lucrative, in part because of ef-
fective monopoly power.  The Act required that 
profits be used to fund tribal government pro-
grams, with the hope that at least some be de-
voted to activities aimed at economic diversifi-
cation and the creation of jobs.  But some oppo-
nents have raised concerns regarding possible 
negative impacts on crime and on rates of sub-
stance abuse. 

Topoleski examined the economic and social 
impact of casinos using a “differences-in- dif-
ferences” model where the time path of out-
comes before and after the opening of casinos is 
compared with a control group of tribes with-
out casinos.  The model includes controls for 

tribe fixed effects, specific 
year fixed effects, and meas-
ures of both population 
characteristics and eco-
nomic activity in the sur-
rounding area.  For this 
model to be valid, the key 
assumption is that  where 
casinos opened outcomes 
without the casinos would 
have been similar to those 
for the control group.  To-
poleski showed that the 
probability of a tribe open-
ing a casino did not depend 
on pre-opening characteris-

tics of the tribes, on changes in those character-
istics, or on county-level economic and demo-
graphic variables.  The only statistically-
significant determinant of whether a tribe 
opened a casino was the size of the population 
within easy driving distance. Furthermore, 
there was no evidence of different “pre-
treatment” trends between tribes that subse-
quently opened a casino and those that did not. 

December 
Labor and 

Human 
Resources 
Brown Bag 
Summary 
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January 2003 Monthly Luncheon 
Review of Remarks by Kathleen Utgoff, 

“New Developments at the BLS”  

Reported by Jennifer Yau 
 
The mission of the Bureau of Labor Statistics is to 
provide relevant, timely, and accurate statis-
tics.  The BLS website every month receives about 
two million hits.  The Society of Government 
Economists invited Dr. Kathleen Utgoff, the Com-
missioner of the Bureau of Labor Statistics, to com-
ment on the current developments at this critical 
government agency.   

With the recent passing of a Bush-supported e-
government bill, there now is a new law that cre-
ates uniform  statutory confidentiality protection 
across all Federal government agencies and creates 
the conditions for increased data sharing between 
the Census Bureau, the Bureau of Economic Analy-
sis, and the Bureau of labor Statistics.  These condi-
tions will allow for improved data and will lessen 
the burden on survey respondents due to redun-
dancy across agencies.  

Very few new surveys have been developed in 
the previous decades, so Dr. Utgoff was especially 
pleased to discuss several that are newly available 
or will be  soon.  The Job Openings and Labor Turn-
over Survey (JOLTS), which  provides statistics on 
hires, separations, quits, layoffs, and dis-
charges,  was first released in July 2002 as a devel-
opmental survey.  JOLTS is  expected to become an 
official series during 2003.  Seasonally adjusted 
data will be available in a few years, when the time 
series is sufficiently long.  Some initial findings in-
dicate that there are about 50 million hires and 
separations every year, reflecting the churning that 
is always taking place in the economy.   It is also 
interesting that the movement in total separations 
is driven by quits, while "other separations" and 
"layoffs and discharges" are relatively flat over 
time.  In developing the survey methodology, the 
BLS had to refine some processes  when  inconsis-
tencies versus other data sources were found.  For 
instance, many business' payroll systems do not 
automatically reflect who is separated in all in-
stances.   A good example is substitute teachers, 
where they may come back in a week or a month; 

thus, the actual separation may not be captured un-
til the end of the school year, and maybe not even 
then. 

Another new development will be the American 
Time Use Survey which will examine time spent in 
various market and non-market activities such as 
work, commuting, travel, etc.  The United States is 
actually behind other industrialized countries in 
developing such a study.  Also, non-market activi-
ties have become more significant, as there is a real 
interest at the BEA about incorporating non-market 
data into the National Income Accounts. The initial 
goal is to conduct 2,200 interviews per month for 
the survey and release the data in annual average 
form in mid-2004.  

BLS is also testing to see whether  new questions 
on the labor force status of the Disabled Population 
can be added to the monthly Current Population 
Survey of households.  Measuring disabilities has 
proven difficult, and there have been varying re-
sults previously from studies that often had un-
tested and unvalidated concepts.  For instance, so 
called "Lazarus studies" have documented signifi-
cant numbers of people who are recorded as blind 
one year but not the next.  Very good data is al-
ready available on other civil-rights protected 
groups, and this research aims to provide informa-
tion that will lead to better targeting of programs 
for the disabled.  It will be completed in 2003 and, if 
implemented, will have results available in mid-
2004. 

New data from a supplement to the CPS measur-
ing the extent of Volunteer Activity was released last 
month. The study found that 59 million Ameri-
cans  between September 2001 and September 
2002  had performed volunteer work.  The study 
examines the time, types of organizations, and ac-
tivities that are involved. BLS is hoping to get fund-
ing for an additional supplement to be conducted 
in 2004, pending necessary funding.    

Funding constraints do play a very real role in the 
products which the BLS is able to come out 
with.  For instance, the Mass Layoff Survey was re-

(Continued on page 5) 
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cently ended due to the cessation of funding from 
the Employment and Training Administration.   

 
Nonetheless, there still are many significant im-

provements at BLS underway.  For health care data, 
BLS has combined three independent surveys into 
one National Compensation Survey and, out of the 
NCS, now  publishes data on its website on the 
change in employer costs for  health insur-
ance.  BLS hopes to work on both employer and 
employee share data later this year to obtain a pic-
ture of the associated costs with various plans.   

There will also be changes for recording and defini-
tions of race and ethnicity on the Current Population 
Survey, following new OMB guidelines.  These in-
clude the option to list multiple race categories, a 
definitional change of "Hispanic," and the new race 
category of "Asian." 

BLS is also working on bridge data for the conver-
sion from the Standard Industrial Classification (SIC) to 
the North American Industry Classification System 
(NAICS).  Because the SIC was developed in a time 
when manufacturing industries were more preva-
lent, and due to a change in conceptual organiza-
tion, there is not a one-to-one conversion from SIC 
to NAICS coding.  

BLS is also improving its Current Employment Sta-
tistics.   In June of 2003 it hopes to complete its re-
design, moving from a quota sample  to a probabil-
ity sample.  Currently, states gather the data under 
contract with quotas for certain variables, and the 
survey has not been conducted on a true, modern, 
probability basis.  BLS is also hoping to extend data 
on hours worked and earnings  beyond only pro-
duction workers, as currently is the case.  

One of the most significant projects BLS is in-
volved in is continuing to find better ways to pro-
duce the Consumer Price Index.  During the intense 
focus on the budget deficit in the 1990s, Alan 
Greenspan stated that a one percent smaller CPI 
would translate into a six billion dollar decline in 
the federal budget deficit in the first year, and a 
one-percent a year smaller CPI would save nearly 
$150 billion dollars over a span of ten years.  It had 

been widely reported in the national press that the 
CPI was too high by approximately 1.1%.  This was 
the conclusion of the Boskin Commission, which 
had identified several types of problems with CPI 
measurement, largely attributable to the failure to 
account for substitution effects and to properly ac-
count for quality change.   The Boskin Commission 
was not the first of its kind, as there have been sub-
stantial outside reviews of the Index since  the 
1930s.   The CPI has a two-tiered aggregation struc-
ture with the possibility of substitution occurring at 
both the lower and upper levels.  In 1999, at the 
lower or elementary aggregate level, BLS intro-
duced a geometric mean aggregator to compute 
most CPI elementary indexes and to account for 
lower-level substitution.  At the upper level BLS 
also had addressed the substitution issue.  Further, 
in 2002, BLS introduced a two-year weight update 
schedule.  Historically, expenditure weights had 
been updated about every 10 years.  The use of 
more current weights, while not directly accounting 
for substitution, is more likely to approximate the 
appropriate expenditure weights than older 
weights.  BLS also introduced a new CPI last Au-
gust, called the Chained CPI-U, which accounts for 
substitution at the lower level by employing a 
"superlative" formula in its final form.  This index is 
subject to revision and is considered final two years 
after its initial release.  To account for quality 
changes, BLS has accelerated its use of hedonic 
models to address the changing characteristics of 
products and to account for quality change.  For 
further information on the topic of CPI measure-
ment, Dr. Utgoff recommended the report "At What 
Price? Conceptualizing and Measuring Cost-of-
Living and Price Indexes" put out by the Commit-
tee on National Statistics and the National Research 
Council.   

Other continuing improvements that Dr. Utgoff 
mentioned included the continued expansion of  
industries in the Producer Price Index, as well as 
improvements with state and local data modeling, 
including publication for the first time of standard 
errors. 

(Continued from page 4) 
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Please submit all 
materials you would 
like to appear in the 
bulletin by the 12th 
of the month to  
Jason Tripp at 
sge@sge-econ.org 
or  
SGE 
10371 Painted Cup 
Columbia, MD 21044 
or call toll free: 
877 SGE-ECON 
(877-743-3266.) 
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