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SGE Conference 2004

The next planning meeting for the No-
vember SGE conference on "Aging and
the Economy" is on July 14th, 2004, in the
Ford Office Building, Room 453, at 11:30
am.
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Essays on Economics
in Government

Marriage Penalty
By Len Burman
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New SGE Board and Directors

President
Nicholas Bull

Vice President
Tracy Foertsch

Executive Secretary
Thornton Matheson

Treasurer
Sara Rix

Directors

Ana Aizcorbe

Lee Cohen

Cindy Gustafson Decker
Bill Lawhorn

Rene Kamita

June 2004 Monthly Luncheon

Review of Remarks by Bob Carroll
““Current Issues in Tax Policy”

Monthly Luncheon
Wednesday, July 21
Noon

Dr. Elizabeth Robinson
Deputy Director
Congressional Budget Office

Can We Run the Marathon?--
The Long-term Outlook for the
U.S. Government’s Budget

Place: Chinatown Garden Restaurant
618 H St., NW, Washington

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

Restaurant is ¥2 block east of the Metro
station northern (H Street) exit.

Reservations must be made by 12 noon
Tuesday, June 15th to Ana Aizcorbe
(AAizcorbe@Brookings.edu)

or 202-797-4364.

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

Dr. Robinson took her current position
in September 2003. Previously, she was
Deputy Assistant Director for Budget
Review and Concepts at OMB.
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President’s Corner
By Nicholas Bull

he Supreme Court has declined to

adjudicate the SGE election, and the

Elections Committee assures us that
it carefully vetted any votes originating from
Florida Avenue, or from hung-over members
named Chad. Thus, I’'m confident that the
incoming Board members will agree that a
recount is unnecessary. We hope that the
same will be true this coming autumn.

As incoming president of SGE, I'd like to
thank the outgoing Board members, and in
particular Warren Hrung, outgoing president,
for their excellent service to the membership.
We will continue to push forward some of
Warren’s initiatives, including continued
attention to website improvements (though
not the SGE diploma-mill), to the Essays on
Economics in Government, and to tours of
historical buildings.

Speaking of historical buildings, monthly
Board meetings take place in the Ford House
Office Building, across from the Federal
Center SW metro stop. SGE members are
welcome to attend the Board meetings.
Unfortunately, unlike other Congressional
office buildings, we can’t promise any
anointments or coronations. This fall, we can,
however, promise an interesting conference,
on “Aging and the Economy”. With the baby-
boomers slowly squeezing their way through
the pipeline toward retirement—and with
Social Security reform a potential campaign
iIssue—we think that this is a timely topic.

In my candidate statement, | outlined what |
see as the benefits of membership in SGE. We
provide our members with excellent
opportunities for professional development.
In seminars at monthly luncheons (thanks to

(Continued on page 7)

Around
Town

A Service Column
Listing Professional
Activities of Interest
to Our Membership

N

To include vyour activity, please e-mail the
information to ann.dunbar@bea.doc.gov or send it
by regular mail to the address on the back.

NEC Events

July 1, Chinatown Gardens

Dr. Raghuram G. Rajan, Economic Counsellor and
Director of Research, International Monetary Fund
Can the Tide Turn?

July 8, The Brookings Institution, Stein Room

Dr. Stephen A. Merrill, Executive Director, Board
on Science, Technology, and Economic Policy, The
National Academies

A Patent System for the 21st Century: Recommendations
of the National Academies

July 15, Chinatown Gardens

Barbara M. Fraumeni, Chief Economist, Bureau of
Economic Analysis and Immediate Past Chair, The
National Economists Club

Research & Development: Its Contribution to GDP
Growth

August 5, Chinatown Gardens

Paul Almeida, Associate Professor of Strategy and
International Business and Dean’s Research Fellow,
The McDonough School of Business, Georgetown
Innovation, Technology and Strategy: Mobility of
Scientific Personnel and Flow of Technical Knowledge
In conjunction with NCC/NABE

Call NEC’s reservation line at 703-739-9404 or e-mail
to nec@cbc.org. Reservations are due by 11 am. 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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Essays on Economics in Government

Essays on Economics in Government is a series of occasional essays in which all SGE members are
welcome to contribute original essays which draw upon and recall special experiences during
their time in government. Essays should be sent to warren.hrung@do.treas.gov. Essays should
not typically exceed 1,500 words and selection is at the discretion of the SGE Board. Selected es-
says may be edited for length or content at the discretion of the SGE board.

Marriage Penalty
By Len Burman

Although being Deputy Assistant Secretary
of the Treasury for Tax Analysis is in many
ways a dream job for a public finance econo-
mist who cares about policy, the hours were
nothing to write home about. | held that po-
sition from 1998 to 2000. A normal shift was
8:00am to 8:00 pm, but there were also many
very late nights. Even away from the office, |
was always on call.

Some of my colleagues took pride in the in-
sane hours. One late night, as we were faxing
a memo to Secretary Rubin’s home for him to
read on his ride to work next morning, my
collaborator on the memo told me that |
should also send the document around by
email so everyone would know that it had
been sent at 3am. | didn’t. My view was that
working at 3am was a sign of failure rather
than success, but my views were not the
norm.

As difficult as things were at Treasury,
White House staff were basically indentured
servants. My friends at the National Eco-
nomic Council (NEC) would routinely get as-
signments at the office at 10pm, and would
sometimes get a tongue-lashing for not work-
ing hard enough at 2am! Michael Waldman,
President Clinton’s speechwriter, recounted
in POTUS Speaks how he and a colleague
were working on a speech at 3am about the
importance of parents spending time with

their children. Both men had small children
at home who they rarely saw awake, and
both broke down in tears. Then, they got
back to work. The speech was no doubt in-
spiring.

My signature moment happened one night
in 2000. Remarkably, | had managed to get
home at a reasonable hour, and my wife and |
celebrated the occasion by going to sleep
around 9pm. At 10, my pager started vibrat-
ing on my dresser. Bleary eyed, | looked at
the number (this was before text pagers made
it to Treasury). The call was from the NEC. It
was not appended “911”—code for emer-
gency—so | turned off my pager and went
back to sleep.

At 11, my wife and | were awakened by the
telephone. It was the Treasury Operator, con-
necting a call from the White House. My
NEC friend, Jason, was calling to tell me that
the President was giving a speech the next
day on marriage penalties in the tax code.
(Marriage tax penalties arise when a couple
pays more tax if married than they would if
they filed two single returns. Marriage penal-
ties were a hot issue in 2000.) Jason needed
me to fact-check the assertions that he had
made up. And, by the way, why didn’t | an-
swer the page? Sleep was not considered a
good excuse.

I immediately wondered why the leader of
the free world couldn’t get more than 13
hours advance notice about his speeches, but

(Continued on page 7)
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June 2004 Monthly Luncheon
Review of Remarks by Bob Carroll
“Current Issues in Tax Policy”

Reported by Julie Skelton

Dr. Carroll framed his presentation by evalu-
ating tax policy of the past, present, and fu-
ture. He states that the Administration’s tax
policy has helped turn around the economy
and promotes long-term economic growth.
When President George W. Bush took office,
he inherited a weakening economy. The burst
of the stock market bubble, 9/11, the corpo-
rate accounting scandals, and uncertainty in
Iraq all exerted downward pressure on the
economy. There were both monetary and fis-
cal responses to these pressures.

The Federal Reserve responded by lowering
the target federal funds rate 11 times in 2001
alone. Today, interest rates remain at historic
lows. On the side of fiscal policy, Congress
and the Administration enacted three bills in
three years. According to Dr. Carroll, the 2001
tax bill, commonly referred to as EGTRRA,
was well-timed to provide support for the
weakening economy. EGTRRA helped sup-
port consumer spending, while lower interest
rates helped support the housing market.
Corporate investment continued to be a weak
spot in the economy. Temporary bonus de-
preciation, enacted in 2002 and expanded in
2003, helped address this issue. Dr. Carroll
asserts that the 2003 tax cuts carefully bal-
anced the need to address the near-term risks
to the economic recovery and promote long-
term growth.

As a result of these tax reductions, the
United States has a tax code that leaves more
resources in the hands of households and
business and promotes long-term growth
through greater incentives to work, save and

invest. Taxes can affect household and busi-
nesses in a number of ways through their de-
cisions on labor supply, investment, entrepre-
neurship, and their investment portfolios.
These behavioral responses to changes in the
tax code can be significant.

Dr. Carroll also noted that lower tax rates on
individuals, for example, have likely pro-
duced economic benefits by reducing the ex-
tent the tax system affects these decisions.
The Treasury Department’s Office of Tax
Analysis has estimated that roughly 20 per-
cent of the static revenue loss from lowering
the top two tax rates will be offset from the be-
havioral response of taxpayers based on mi-
cro-dynamic scoring conventions. The reve-
nue offset is likely closer to 30% under macro-
dynamic scoring, which does not hold GDP or
compensation fixed. These estimates are sug-
gestive of the drag that higher tax rates may
have on the economy.

The double taxation of corporate income has
long been recognized as one of the more egre-
gious distortions present in the tax code be-
cause of its distortionary effects. It distorts the
decision between debt and equity financing,
investment in the corporate and non-
corporate sectors, and a company’s decision to
either distribute corporate earnings as divi-
dends or retain and reinvest such earnings.
The reduction in the double tax enacted in
2003 not only reduced these tax biases, but
also lowered the effective marginal tax rate on
new investment by over 15 percent.

The tax cuts continue to play a role in shap-
ing tax policy, states Dr. Carroll. The 2001,
2002, and 2003 tax cuts sunset by 2011. A sta-

(Continued on page 5)
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Monthly Luncheon

ble tax code is important for households and
businesses to make sound decisions. Dr. Car-
roll claims that in order for households and
individuals to reap the full benefits offered
under the tax code, it is important to make
these provisions permanent.

Over the last 15-20 years the tax code has be-
come increasingly complex. The Tax Reform
Act of 1986 was the closest this country has
come to taxing comprehensive income. Since
1986, tax preferences have been added and
with them the complexity of the tax code and
compliance burdens have increased. It is esti-
mated that the compliance tax burden is
roughly 10 percent of total income tax reve-
nues. According to research by Joel Slemrod,
the direct and indirect costs of complying with
the tax code are roughly $120 billion per year.

The AMT is one source of complexity.
While the AMT itself is not complex, having
to comply with two parallel tax systems -- the
AMT and the regular tax -- is complex. More
and more taxpayers are finding themselves
subject to the AMT. In the late 1960s, the
“minimum tax” was created to address the
problem of a few high income individuals
who paid little or no tax. In 1969, Treasury
Secretary Barr testified before Congress, fo-
cusing on 155 taxpayers with more than
$200,000 in income with no tax liability. This
controversy resulted in the adoption of the
minimum tax. The current alternative mini-
mum tax will affect 46 million people by 2014.
This is an example of a government policy
gone astray. The Administration and Con-
gress have acted to make sure these numbers
don’t grow rapidly in the near-term by in-
creasing the AMT exemption and allowing
personal credits to be claimed against the
AMT. However, a long-term solution is nec-

essary. The President’s FY 2005 Budget di-
rects the Treasury Department to study the
AMT and develop options for a long-term so-
lution.

Complexity also results from overlapping
objectives of many tax provisions. The FY
2005 Budget includes a number of simplifica-
tion proposals for the individual income tax
that serve as examples for ways the tax code
could be made simpler. One proposal would
create a uniform definition of a child. The
earned income tax credit (EITC), head-of-
household filing status, child tax credit, de-
pendent care credit, and dependent exemp-
tion each have a unique definition of an eligi-
ble child. In order to receive the benefit of
these provisions, taxpayers need to be familiar
with all five definitions. Likewise, there are
four ways the tax code encourages higher
education: the student loan interest deduction,
higher education expense deduction, the
Hope Credit, and the lifetime learning credit.
Each provision has its own phase-ins and
phase-outs and lacks a uniform application
across students and taxpayers. The FY2005
Budget includes a proposal that consolidates
these four provisions into two.

Tax policy is often analyzed on economic ef-
ficiency, equity, and tax administration
grounds. According to Dr. Carroll, the recent
tax changes promote economic growth in the
near and long-term in a fair and balanced
way. The Administration’s Budget proposals
would permanently extend the tax cuts to con-
tinue to promote long-term economic growth
and would also help simplify the tax code.
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June 2, 2004 Evening Seminar
Review of Panel Discussion by Keith Anderson, Federal Trade Commission, and
Jonathan J. Rusch, U.S. Department of Justice on
Identity Theft - How Large a Problem and the Economic Implications

Identity theft is one of the nation's fastest-
growing white-collar crimes. In a survey re-
port by the Federal Trade Commission (FTC),
last year 9.91 million people or 4.6 percent of
the population had been victimized by iden-
tity fraud, with an average take of $4,800, for a
total of $47.6 billion being stolen in the U.S.
Since 1998, the FTC has been the depository of
all identity theft complaints. The United
Kingdom has also been badly battered by
identity theft. In fact, identity theft is so large
a problem that it may well negatively affect
the American economy.

People don’t realize
the many ways they
may be careless and be-
come victims. These in-
clude Social Security
numbers listed in medi-
cal and other cards kept
in wallets and purses,
stealing from mail-
boxes, getting account
numbers from mailing labels of catalogs, and
going through one’s trash for personal infor-
mation. A particular nasty identity theft tech-
nique is the employment of a skimmer device
employed by some nefarious waiters and re-
tail clerks to capture information on credit
cards. These are portable and the cardholder
may not know that his credit card information
Is being stolen and used.

Pfishing is a computer fraud that can steal
one’s identity. It is committed by sending the
victim an E-mail for updated personal data
that purportedly forwards the victim to a web

Some consumers
take as long as five years
to realize their

personal information
has been misused.

site that he generally trusts, like his bank or
utility. But the web site that the prey is being
sent to is counterfeit with all personal infor-
mation that is entered captured by the thief.
To prevent this theft, computer users should
log on to a web site directly, and not through
an e-mail.

A bold advance in Identity Theft has been

created by criminals using ATM machines
that have been clandestinely outfitted with
fake card readers and hidden cameras to cap-
ture ATM card information and passwords.
The thieves then make counterfeit cards, and
using the stolen pass-
words, are able to
wipe out funds from
checking or savings
accounts.
Most consumers do
not know that that
they have been a vic-
tim of identity theft.
Some take as along as
five years to realize their personal information
has been misused.

To prevent identity theft, personal informa-
tion should be shredded before discarding;
cards should not be carried with social secu-
rity numbers on them, and personal informa-
tion should not be given to unsolicited phone
callers and others. Credit reports should be
periodically reviewed for loans taken out in
their names.

Reported by Melvyn Sacks
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Essays in Economics in Government

(Continued from page 3)

| knew that this White House was always
fine-tuning its message. Tax policy was con-
sidered a major political tool to demonstrate
how the President was “feeling your pain.”
A constant string of proposals was intended
to show that the President, at the time facing
impeachment in the Congress, was still in
charge and making policy. With luck, one
might even move Monica Lewinsky off the
front page for a day.

I did not want to wake up the experts on my
staff who would have had the facts at hand,
and | figured that | had enough information
in spreadsheets and talking points on my
computer that | could calculate what |
needed. The only problem was that my re-
awakening was not totally successful. | was
in a deep fog. It took me hours to figure out
what the correct statistics were. Since the
facts were not anywhere near dramatic
enough for a Presidential speech, | then had

to negotiate with the White House for another
hour over language. Finally, at 3am, | headed
back to bed.

My wife, Missie, was sitting up in bed read-
ing—a bad sign, because she is not a night
person. She just couldn’t sleep after the
phone call, no doubt thinking about the joys
of being spouse of a political appointee.
When she saw me, her eyes got very narrow.
She smiled in a very unpleasant way and
said, “Do you want to talk about marriage
penalties?”

Overnight, something else moved to the
front of the President’s agenda. He never
gave the marriage penalty speech.

Len Burman is a Senior Fellow at the Urban Insti-
tute, Co-director of the Tax Policy Center, and
Visiting Professor at Georgetown University’s
Public Policy Institute. From 1998 to 2000, he
was Deputy Assistant Secretary for Tax Analysis
at the Treasury Department.

President’s Corner

(Continued from page 2)

outgoing V.P. Ana Aizcorbe and incoming
V.P. Tracy Foertsch), and at annual and
biannual conferences (thanks to Bill Lawhorn,
Richard Fry and others), members can be
informed on recent developments, and can
inform the profession about their research.
These events are also a chance to meet
economists in other agencies and
specializations. Further, the website makes it
easy to find out about upcoming events and
job openings (and to renew memberships
online).

As President, | will work to continue to
maintain the high quality of these
opportunities, as well as to reach out to
government economists who have not yet
seen the value of membership in SGE. If you
have thoughts on what we can do to make
membership in SGE a “no-brainer” for these
economists, please let me know:
Nicholas.bull@mail.house.gov
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Society of Government Economists
10371 Painted Cup
Columbia, MD 21044

“A society promoting the
application of economic

principles to public policy for
over 35 years”

|
SGE Membership Application

Dues through 2004 Student -$10 Regular -$30 Supporting -$40 Household (2 members) -$50 Institutional (3 members) -$150
Dues through 2005 Regular -$55 Supporting -$75 Household (2 members) -$90 NEW! 10-Year Institutional -$1,350
Send me the monthly bulletin: (select one) O online (provide e-mail address below) O By mail (add $5/year)

Name (Last, First, Middle) Date Dues
Agency/Company Title

Mailing Address (indicate home or office)

City State Zip

Phone (indicate home or office) E-Mail Address

Areas of 0 Microeconomics 0 Financial Economics 0 Macroecon. and Monetary Theory 0 Urban, Rural, and Regional Econ.
0 Intl. Economics 0 Public Economics 0 Health, Education, and Welfare 0 Labor and Demographic Econ.
Interest 0 Law and Economics 0 Econ. Systems 0 Bus. Admin. and Bus. Econ., Mktg., Actg. 0 Math & Quant.Methods
(check tWQ) 0 Econ. Dev Technology Change & Growth 0 Agricultural and Natural Resource Economics 0 Industrial Organization

0 General Economics 0 Economic History 0 Methodology & History of Economic Thought 0 Marketing; Accounting

Please send completed application and a check payable to SGE to: SGE, 10371 Painted Cup, Columbia, MD, 21044

Please submit all
materials you would
like to appear in the
bulletin by the 12th
of the month to

SGE Bulletin

SGE OFFICERS (2003-2004)
President

Nicholas Bull

Joint Committee on Taxation
(202) 226-7575
nicholas.bull@mail.house.gov

Vice President
Tracy Foertsch

DIRECTORS (2003-2004)
Ana Aizcorbe

Brookings Institution

(202) 797-4364
aaizcorbe@brookings.edu

Lee Cohen

Social Security Administration
(202) 358-6226

ExOfficio
Warren Hrung

Treasury Department
(202) 622-2682
warren.hrung@do.treas.gov

Job Announcements
Ann Dunbar

Jason Tripp at _ , Lee.cohen@ssa.gov Bureau of Economic Analysis
sge@sge-econ.org Congressional Budget Office Cindy Gustafson Decker (202) 606-9215
or (202) 226-2750 Government Accounting Office  ann dunbar@bea.doc.qov
SGE tracy.foertsch@cbo.gov (202) 512-2543 ' =

: Executive Secretary deckerc@gao.gov . ;
10371 Painted CUp Thornton Matheson Bill Lawhorn Bulletin Editor

Columbia, MD 21044
or call:
410-963-0134.

Treasury Department
(202) 622-0694
thornton.matheson@do.treas.gov

Bureau of Labor Statistics
(202) 691-5093
lawhorn w@bls.gov

Jason Tripp

10371 Painted Cup

Columbia, MD 21044

SGE Phone Line (410) 963-0134

Treasurer Rene Kamita

1 - - .
iﬂ%ﬁ'x U.S. Department of Justice sge@sge-econ.org
(303) 434-3870 (202) 307-6378
srix@aarp.or Rene.kamita@usdoj.gov



