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Monthly Luncheon
Wednesday, October 19, 2005
12:00-1:30

Dr. Marc Miles
Director, Center for International
Trade and Economics,

The Heritage Foundation

Washington's Common Misperceptions of
Monetary Policy

Chinatown Garden Restaurant

618 H St., NW, Washington

Metro: Gallery Place (Red, Green, and
Yellow Lines).

Restaurant is 1/2 block east of the
Metro station’s northern (H Street) exit.

Reservations by 12:00 PM October 18,
Lawhorn.william@bls.gov or 202-691-
5093.

Dr. Marc Miles, the Director of the Heri-
tage Foundation's Center for Interna-
tional Trade and Economics, will dis-
cuss two fallacies that he perceives to be
commonly believed in Washington: 1)
that the Fed stabilizes the economy by
raising and lowering interest rates, and
2) that a declining dollar has positive
economic effects: i.e., that it reduces the
trade deficit and stimulates GDP
growth. He will then argue that the
best monetary policy is one that pursues
a stable money supply—that is, constant
interest rates (perhaps within a small
band)—stable exchange rates, and
hence stable commodity prices

$15 for SGE and NEC members
$20 for non-members

A 2006 ASSA Conference
January 6-8, Boston, Massachusetts

The SGE/AEA Distinguished Lecture on
Economics in Government

Douglas Holtz-Eakin, Director,
Congressional Budget Office
Can Economists Improve Public Policy?

Saturday, January 7 at 2:30 PM
Hynes Convention Center, Room 310

Organizer: Nicholas Bull
Chair: Thornton Matheson

See Page 3 for more SGE-sponsored 2006
ASSA sessions.
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Job Announcement
The Department of Housing and Urban
Development has an opening for an
Economist in the Office of Policy Devel-
opment and Research, GS-12. Member
of Policy Development Division, serves
as a resource on issues related to de-
mand for and supply of housing, socio-
economic aspects of housing and com-
munity development programs, relation-
ship of housing assistance to mainstream
social service programs. Should under-
stand two or more of the following: ur-
ban housing markets, economics and de-
mography of poverty and inequality,
principal housing and community devel-
opment programs. Comprehensive
knowledge of economic theory and prin-
ciples, ability to design and conduct re-
search, and to use results of program
evaluation and research to develop pol-
icy options and recommendations ex-
pected. Contact Joan DeWitt, (202) 708-
Y 4327 x4035.

September 2005 Monthly Luncheon
Review of Remarks by Jeffrey Schott

“The Doha Dilemma: Good Results Do Not Come In

Small Packages™




Bl President’s Corner
By Thornton Matheson

D ear SGE Members,

| hope you are all enjoying this glorious Indian
summer — glorious, that is, unless like myself
you’re planting a garden, in which case your
idea of glorious weather would include a great
deal more rain! And while we’re on the topic
of climate change, don’t miss Nancy Ody’s
book review of Painting the White House Green:
Rationalizing Environmental Policy Inside the
Executive Office of the President, edited by
Randall Lutter and Jason F. Shogren.

September was a busy month for the SGE,
with Jeffrey Schott’s luncheon speech, the
evening seminar on corruption and economic
development (which will be reviewed in the
November Bulletin), and the happy hour at
Les Halles. This month we look forward to a
luncheon presentation by Marc Miles of the
Heritage Foundation on the Federal Reserve’s
monetary policy on Wednesday, October 19th.

Looking ahead to January, we anticipate a
great lineup of SGE sessions at the 2006 ASSA
Conference in Boston, including the SGE/AEA
Distinguished Lecture in Economics, which
will feature CBO Director Douglas Holtz-
Eakin speaking on the topic, “Can Economists
Improve Public Policy?” (We seriously hope
the question is rhetorical, or we may all have
to start updating our CVs!)

See you soon at an SGE event!

Around
Town

A Service Column
Listing Professional
Activities of Interest
to Our Membership

To include your activity, please e-mail the information to
lee.cohen@ssa.gov or send it by regular mail to the
address on the back.

Meetings of the President's Advisory Panel on Federal
Tax Reform:

October 11, 2005 - 10:00 AM

Renaissance Washington, DC Hotel

999 Ninth Street NW

Washington, DC 20001

October 18, 2005 — 9:00 AM

Ronald Reagan Building & International Trade Center
Amphitheater, Concourse Level

1300 Pennsylvania Avenue, NW

Washington, DC 20004.
http://www.taxreformpanel.gov/meetings/meeting-
10112005.shtml

Friday, October 21st, 12pm - 1:30pm.

Department of Homeland Security Roundtable

Dino Falaschetti, Senior Economist with the Council of
Economic Advisors

Please call Marvin Fell at 202-282-8172 (T)

NEC Events

October 11, The National Press Club Annual Dinner
Ben Bernanke, Council of Economic Advisers
Outlook for the Economy and Policy

Social Hour 6:00 pm, Dinner at 7:00 pm

Thursday, October 27, Chinatown Gardens

John Chambers, Managing Director and Deputy Group
Head of Sovereign Ratings Standard and Poors

The Credit Implications of High Oil Prices for Oil Importing
Emerging Market Sovereigns

Call NEC’s reservation line at 703-739-9404 or e-mail to
nec@cbc.org. 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.
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SGE Sessions at the 2006 ASSA Conference
January 6-8, Boston, Massachusetts

Mothers’ Time with their Children: Evidence from the ATUS
Organizer: Jean Kimmel Chair: Anne Winkler

Jean Kimmel, Western Michigan University, and Rachel Connelly, Bowdoin College. Is Time Spent on
Child Care Home Production or Leisure? Implications for Policy Makers

Nancy Folbre and Jayoung Yoon, University of Massachusetts at Amherst. The Value of Unpaid Child
Care in the U.S. in 2003

Charlene Kalenkoski, Ohio University, David Ribar, George Washington University, and Leslie Stratton,
Virginia Commonwealth University. Parental Child Care in Single Parent, Cohabiting, and Married
Couple Families: Time Diary Evidence from the US and the UK

Shelly Lundberg, University of Washington, Sabrina Pabilonia , US Bureau of Labor Statistics, and Jennifer
Ward-Batts, Claremont McKenna College. Time Allocation of Parents and Investments in Sons and
Daughters

Discussants: Dori Allard, US Bureau of Labor Statistics; Joyce Jacobsen, Wesleyan University; Anne

Winkler, University of Missouri-St. Louis; Jay Stewart, US Bureau of Labor Statistics

Issues in Financial Markets
Organizer: Mike Piwowar Chair: Mike Piwowar

Michael S. Haigh, James A. Overdahl, U.S. Commodity Futures Trading Commission, and Jana Hranaiova,
Public Company Accounting Oversight Board. Price Dynamics, Price Discovery and Large Futures
Trader Interactions in the Energy Complex

Andrew J. Caffrey, Jonathan S. Sokobin, Harvey Westbrook, Jr., U.S. Securities and Exchange Commission.
Structure, Performance, and Fees in the Mutual Fund Industry”

Song Han, Paul Harrison, and Gregory P. Nini, Federal Reserve Board. Asset Substitutability in Financial
Markets: Evidence from Newly Issued Corporate Bonds

Discussants: Oliver Hansch, Penn State University; Conrad Ciccotello, Georgia State University; Amy Ed-
wards, U.S. Securities and Exchange Commission

The Effects of Counter-Intuitive Incentives for Individual Behavior
Organizer: Gregory Kurtzon Chair: Gregory Kurtzon
Jeffrey T. Prince, Cornell University. A Note on the Digital Divide
Marc Anthony Fusaro, East Carolina University. Why Would Anyone Use Debit? A search theoretic
analysis of credit and debit cards
Gregory Kurtzon, Bureau of Labor Statistics. Signaling and the Education Premium
Discussants: Ted To, Bureau of Labor Statistics; Peter B. Meyer, Bureau of Labor Statistics; Bradley T.
Heim, Duke University

Recent Issues in Tax Policy
Organizer: David Joulfaian Chair: Gerald Auten
Matthew Knittel, US Treasury Department. Incentive Effects of Bonus Depreciation
David Joulfaian and Kathleen Toma, US Treasury Department. Taxes and tax preferred retirement ar-
rangements of entrepreneurs
James Mackie, US Treasury Department. Fundamental Tax Reform and Asset Value: How Big is the Hit?
(Continued on page 4)



Thornton Matheson, US Treasury Department. Does the U.S. Tax Corporations More Heavily than Other
Large Industrialized Nations?
Discussants: Mark Rider, Georgia State University; Christian House, University of Michigan; Gerald Auten,
US Treasury Department; Mihir Desai, Harvard University

Automotive Industry Prices and Model Cycles
Organizer: Ana Aizcorbe Chair: Ariel Pakes

Adam Copeland, Bureau of Economic Analysis, Wendy Dunn, Federal Reserve Board, and George Hall,
Yale University. Prices, Production and Inventories over the Automotive Model Year

Jordi Jaumandreu, Harvard University. Automobile Demand, Model Cycle and Price Effect

Ana Aizcorbe, Ben Bridgman, and Jeremy Nalewaik, Bureau of Economic Analysis. Intertemporal Price
Discrimination in New Car Markets and the Measurement of Quality Change

Discussants: Tim Erickson, Bureau of Labor Statistics; Mark Rysman, Boston University; Dan Vine, Fed-

eral Reserve Board

Does Income Determine How We Spend Our Time? Volunteering, Working, and Eating
Organizer: Yvon Pho Chair: Burt Weisbrod

Yvon H. Pho and Steve Payson, Bureau of Economic Analysis. Where Did All the Time Go? Volunteer La-
bor’s Contribution to Nonprofit Output in the NIPA Government Sector: Evidence from the 2003
American Time Use Survey

Anthony Barkume, U.S. Bureau of Labor Statistics. Do Average Hourly Earnings Indicate the Price for
Varying Hours of Work? Some Cross Section Evidence for the US Labor Market

Camille Hinds, American University. An Economic Investigation into the Relationship between Food
Stamp Program Participation and Obesity

Discussants: Katharine Abraham, University of Maryland; Robert Reed, University of Oklahoma; Jay Vari-

yam, U.S. Economic Research Service

Modeling Household Wealth Accumulation
Organizer: John Sabelhaus Chair: Robert Shackleton

John Sabelhaus, Jonathan Schwabish, and Almudena Sevilla-Sanz, Congressional Budget Office: Simulating
U.S. Income and Wealth Accumulation Dynamics

Antonia Diaz, Universidad Carlos I, Maria J. Luengo-Prado, Northeastern University. Household Portfo-
lio and Wealth Distribution with Hliquid Assets

Brian Bucks and Karen Pence, Federal Reserve Board of Governors. Comparing Homeowner and Lender
Estimates of Housing Wealth

Economic Studies of Attainment in Higher Education
Organizer: Richard Fry Chair: Steve Broughman

Bridget Long, Harvard University, and Eric Bettinger, Case Western Reserve University. Addressing the
Needs of Under-prepared Students in Higher Education: Does College Remediation Work?

Jeffrey Groen, Bureau of Labor Statistics, Ronald Ehrenberg, George Jakubson, and Scott Condie, Cornell
University. Program Design and Student Outcomes in Graduate Education

Sarah M Simmons, University of Virginia: Welfare (to School?) to Work: How Welfare Reform Affects Col-
legiate Attainment

Discussants: Charles Clotfelter, Duke University; Eric Eide, Brigham Young University; Robert Lerman,

American University and the Urban Institute.
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September 2005 Monthly Luncheon
Review of Remarks by Jeffrey Schott
“The Doha Dilemma: Good Results Do Not Come in Small Packages”

By Sadie Blanchard

Jeffrey Schott, Senior Fellow at the Institute for Interna-
tional Economics, spoke about the prognosis for the
“Doha round” of multilateral trade negotiations under-
way in the World Trade Organization (WTO). To
achieve the WTO’s ambitious development goals for this
round, developed and developing countries alike will
have to agree to significant policy reforms that open new
opportunities for trade in goods and services.

Two years since the trade talks almost collapsed at the
Cancun ministerial meeting, and three months before the
crucial meeting of WTO ministers in Hong Kong, the
conventional wisdom is that the Doha Round will pro-
duce a modest package of agreements that will do little
to advance economic growth in rich or poor countries.

Why haven’t the negotiations progressed further since
Cancun? Differences over agricultural reforms continue
to plague the talks, but the problems run much deeper.
Schott cited strong protectionist lobbies guarding the few
big remaining barriers in the major industrial markets
(US, EU, Japan) and globalization pressures constraining
political commitment to reform in both developed and
developing countries.

What needs to be done? Schott argued that negotiators
need to conclude a big package of agreements that pro-
vide concrete results in all major areas of the Doha
Round agenda: agriculture, non-agricultural market ac-
cess (NAMA), rules, and special and differential (S&D)
treatment. On agriculture, export subsidies should be
eliminated—that’s the easy part. Cutting back on domes-
tic supports is more difficult because countries need to
restrict loopholes in the current rules that shield signifi-
cant payments from the overall cuts (including US
counter-cyclical payments). Amber box subsidies (trade
distorting) need to be cut substantially in real terms; blue
box subsidies (production-limiting but somewhat trade
distorting) should be capped both overall and on a prod-
uct-specific basis. The hardest task is to agree on large
cuts in tariffs plus a tariff cap for peak tariffs, expansion
of tariff-rate quotas, and strict limitations on exceptions
for sensitive products.

On NAMA, the best result would be what the United
States originally proposed: the elimination of all indus-
trial tariffs by 2015—which would be a good result even
if the developing countries don’t fully take on this com-
mitment. If this is not achieved, eliminating tariffs on a
sector-by-sector basis should be pursued for key indus-
trial products. On services, the talks started two years

before the Doha round and have fallen further behind
ever since. One third of WTO members have not even
submitted offers. The current process of request-offer
negotiations doesn’t work well for services, and needs to
be supplemented with sectoral negotiations among a core
group of countries. On rules, most attention has focused
on anti-dumping, where some countries want to codify
the substance of recent panel rulings that have limited
the reach of US and other national laws. The most posi-
tive results will likely emerge in discussions of the new
group on trade facilitation. On S&D, proposals to ad-
dress exceptions for the poorest countries have been
plagued by demands for a “round for free”—which is no
bargain for these countries if it allows policymakers to
defer action on domestic economic reforms.

WTO members face an extremely difficult task in meet-
ing their avowed deadline to conclude the Doha round
by the end of 2006, for several reasons: problems with
sequencing domestic farm reforms in the United States
and Europe within the Doha round timetable; electoral
politics in the US, France, Brazil, and Korea, among oth-
ers; inadequate progress on services; inadequate
“capacity building” among the poorest nations; and tepid
business support. Schott noted the importance of the
“aid for trade” issue, but noted that the debate has not
been fully vetted and certainly not imbedded in national
policies.

To have a chance to conclude a meaningful negotiation
(i.e., one which has a significant development payoff),
WTO members will need to make major progress at the
Hong Kong ministerial in December 2005. New activity
in Geneva, as well as among the new “Quad” (the US,
EU, Brazil, and India), indicate that the situation is im-
proving, but the prognosis is still not good. Schott sug-
gested that the key trading nations target an early har-
vest of trade reforms on agriculture and NAMA, plus
capacity-building investments, which would be credited
in the final package of agreements at the end of the Doha
round. If the talks can conclude on schedule, so much
the better, but more likely they will carry over into 2008
or 2009. That would mean extending US trade promo-
tion authority (which the President needs to do anyway).
Better to get the package right than to accept a small deal,
since the next WTO round may not yield results for a
decade or more.



Book Review

Painting the White House Green: Rationalizing En-
vironmental Policy Inside the Executive Office of
the President, Randall Lutter and Jason F. Shogren,
Editors, Resources for the Future, 2004; 105 pages;
hardback $55.00; paperback $25.95.

This book comprises an introduction by the editors
and eight chapters on environmental issues, each by
a former senior economist who focused on environ-
mental issues at the Council of Economic Advisors
(CEA) during the 1990s and early 2000s. A common
thread that runs throughout the book is that both
benefits and costs need to be considered in formulat-
ing environmental policies, and that while CEA
economists try to provide fair and open-minded ad-
vice about such policies, the federal government has
often fallen short in its analysis of environmental is-
sues.

In Chapter 1, William Pizer (who served at the
CEA during 2001-2002) examines two policy initia-
tives announced by President Bush in February
2002—the Clear Skies Initiative (a legislated program
of cap and trade to reduce emissions of sulfur diox-
ide, nitrogen oxide and mercury from power plants)
and the Global Climate Change Initiative (a program
consisting of tax incentives, voluntary challenges and
transferable credits to reduce economy-wide emis-
sion of greenhouse gases). According to Pizer, the
market-based incentives under the Clear Skies Initia-
tive provided a simplified, lower-cost and more effi-
cient way of reaching limits already mandated under
the Clean Air Act. Although he believes that the U.S.
should adopt a mandatory mitigation policy, Pizer
argues that the Bush administration deserves credit
for setting a reasonable target in the Global Climate
Change Initiative (4 percent reductions from forecast
emissions in 10 years), introducing the notion of an
intensity target, and providing a system of transfer-
able credits.

In Chapter 2, Randolph Lutter (1997-98) critiques
the Environmental Protection Agency (EPA) 1997
ruling on ozone standards, arguing that the pro-
posed rules emphasized the damages associated
with low-level ozone while ignoring evidence of
benefits (which involve protection from ultra-violet
radiation), and assumed arbitrarily low costs of com-
pliance. The EPA rules were blocked by the DC

Court of Appeals in 1999, with a remand to EPA to
address the benefit of ozone issue. While the rest of
the Court of Appeals decision was appealed success-
fully to the U.S. Supreme Court, EPA continued with
its position that the health benefits of ozone were too
uncertain to quantify. Lutter argues that the EPA
failed to consult the Clean Air Scientific Advisory
Committee on this issue, and ignored analysis sup-
porting the methodology for measuring the effect of
UV-B levels on skin cancer. Those differences on the
benefits of ozone have yet to be resolved, at least to
this reviewer’s satisfaction.

Chapter 3, by Michael Toman (1994-96), argues
that while economic ideas have become more impor-
tant, economic analysis has largely been ignored in
the context of setting emissions targets for green-
house gases (GHGSs). The approach to GHG regula-
tion should balance between irreversible conse-
guences and misplaced investment in mitigation.
Control targets should be implemented gradually to
allow for lower-cost mitigation, should be incentive
based, should not rely entirely on technical solutions,
and should provide offsetting relief to those ad-
versely affected. Toman argues that green politics
overwhelmed the advice provided by economists
under the Clinton administration, and that brown
politics (“the desire to oppose any controls so as to
avoid a debate about what level of stringency is de-
sired”) have prevented the Bush administration from
adopting any mandatory measures.

In Chapter 4, Joseph Aldy (1997-2000) examines the
economic analyses of climate change undertaken
during the Clinton administrations and their effect
on decision making. In 1996, a draft report by an In-
teragency Analytical Team (IAT) was prepared to
assess the economic affects of various climate change
policies. Aldy argues that the IAT, although com-
mendable for evaluating tradable permit systems in
a “significant departure” from earlier debates, ne-
glected to consider academic optimal global climate
analyses and focused instead on evaluating the costs
of specific 2010 emissions targets. The IAT was heav-
ily criticized both by economists who considered the
analysis suspect and by environmental officials who
believed that the analysts had overestimated mitiga-
tion costs; the work was ultimately abandoned.

Subsequently, in 1998, the Clinton administration
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prepared the Kyoto Protocol and the President’s Policies
to Address Climate Change: Administration Economic
Analysis. Aldy argues that the assumptions made by
this analysis of efficient trading and *“meaningful
participation by key developing countries” were
flawed. “Meaningful participation” assumed that
China, India, Korea and Mexico would adopt emis-
sions targets equal to their 2010 business-as-usual
levels, which the author argues “contrasted with the
reality of the Kyoto negotiations.” However, Aldy
credits the report for providing more information on
Kyoto than was provided by other governments.
Aldy concludes with a critique of the Bush admini-
stration’s climate change proposal in February 2002,
which he states largely reflected repackaged Clinton
administration policies without a proposal for a do-
mestic tradable permit system, and with no “public
analysis to inform the debate.”

Chapter 5, by Jonathan Wiener (1992-93), focuses
on the dilemmas in controlling deforestation. While
at CEA, Wiener was part of a team that was success-
ful in negotiating with the State Department and
OMB to create the Forests for the Future Initiative
(FFI), which was based on the idea that the US
would pay countries for implementing conservation
projects to be chosen through a competitive bidding
process. In January 1993, under the first Bush ad-
ministration, eight initial FFI partnerships were an-
nounced with Belize, Brazil, Ghana, Guatemala, In-
donesia, Papua New Guinea and Russia. However,
in spite of support by the Clinton Administration,
the funding for FFI was dropped as part of the deficit
reduction effort.

In Chapter 6, Stephen Polasky (1998-99) examines
the effect of electricity generation on the environ-
ment and a proposal by the Clinton administration
requiring companies to generate a certain amount of
their electricity from renewable sources. After some
negotiation among different departments the Clinton
administration decided that companies would be
required to meet a renewable portfolio standard
(RPS) of 7.5 percent after a phase-in period. Polasky
argues that even if the proposal had been able to gar-
ner Congressional support, it “was written in such a
way that increases in the RPS would have little or no
impact.” This was because the proposal included
safety valves to allow companies to purchase credits
from the Department of Energy when they could not
generate enough power to meet the RPS. Money

earned from these credits counted against a sur-
charge levied on electricity generation for a Public
Benefits Fund.

In Chapter 7, Jason Shogren (1997) discusses what
he perceives as the schizophrenic relationship of the
American West with the Federal government:
“clamoring for more control for setting standard for
regulation, but still wanting to preserve hard-won
resource subsidies that keep traditional livelihoods,
such as ranching and timber, intact.” Shogren’s ten-
ure at the CEA led him to conclude that policy mak-
ers in Washington have limited use for economic
analyses that do not suit their agendas. He provides
rebuttals to what he believes are common allegations
against economists but concludes that economists
must accept their responsibility to inform and not
expect their analyses to be automatically understood.

The final chapter by Ray Squitieri (1991-1993) is
“about the good news and the bad news,” and
closely parallels many of the ideas expressed by
Shogren in Chapter 7. While economists are increas-
ingly occupying “positions of influence,” they are
“not in charge” and many of the decisions that made
in Washington do not reflect sound economic analy-
sis. He notes as examples EPA’s retrospective analy-
sis of the Clean Air Act from 1970-90, ethanol subsi-
dies, the Superfund, and the decision to put elevators
at all of Washington Metro stations. He concludes,
however, by naming a number of federal agencies
that he claims “enjoy protection from the vagaries of
the political winds.”

The book offers an interesting read, and this re-
viewer is certainly much better informed on environ-
mental issues than when she began. The book, how-
ever, is not an easy starting point for those with a
limited knowledge of environmental issues. At times
this reviewer found the book tough going, particu-
larly the earlier chapters, and wished that an anno-
tated list of the laws, initiatives, and proposals dis-
cussed by the book and their current status had been
provided. Those more knowledgeable on environ-
mental issues will no doubt find the book an easier
read and be better able to judge the authors’ perspec-
tives.

Nancy Ody is an Economist for the US Department of
Transportation. The opinions expressed in this review are
her own.
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