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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. 
  
NEC Events 
 
Thursday, February 9, Chinatown Gardens 
Joel Prakken, Chairman, Macroeconomic Advisers,  
Will Housing Kill the Expansion? 
 
Friday, February 17, Chinatown Gardens 
Dr. Katherine Baicker, Member, Council of 
Economic Advisers 
The Economic Report of the President 
 
Thursday, February 23, Chinatown Gardens 
Dr. Raghuram Rajan, Economic Counsellor, 
International Monetary Fund 
 
Thursday, March 2, Chinatown Gardens 
Minister Takehiko Nakao, Minister, Finance Section, 
Embassy of Japan 
Resurgence of the Japanese Economy: Opportunities 
and Challenges 
 
SGE Events 
Wednesday, March 15, Chinatown Garden 
Lee Price, Research Director, Economic Policy 
Institute 
Does Tax Policy Make the World Go ‘Round? 
 
To make a reservation for these events call 703-493-
8824, option 1, or e-mail to nec.club@verizon.net and 
be sure to leave number or email address, so you 
can be contacted if there is a late change in speaker. 
NEC does not routinely acknowledge calls or emails 
making reservations but will 
reply if unable to accommodate your reservation or 
if there is a program change. NEC luncheons begin 
at noon; the talks begin at 12:30pm and end at 
1:30pm. Cost is $15 for NEC and SGE members, $20 
for non-members, FREE if you join NEC at the door. 

Around 
Town 
Activities of  
Interest to Our 
Membership 

President’s Corner 
By Thornton Matheson 

T hanks to all SGE members who 
attended and/or presented research 
at any of the nine SGE-sponsored 

sessions at the 2006 AEA Conference in 
Boston.   If you weren’t able to make it to the 
SGE/AEA Distinguished Lecture on 
Economics by Douglas Holtz-Eakin, don’t 
miss the summary of his lecture, “Can 
Economists Improve Public Policy?” on page 
three.   

SGE is currently soliciting papers and 
sessions for its 2006 Biannual SGE Conference 
to be held October 27 in Washington, DC.  The 
conference topic is “Public Policy and U.S. 
Competitiveness: Labor, Capital and Trade,” 
so we are looking for research relating to the 
broad issue of how U.S. laws, regulations and 
institutions affect the demand for and supply 
of U.S. factors, goods and services.  See the call 
for papers on page one for more details.     

Since February is budget month in 
Washington, our February luncheon will 
feature John Irons, Director of Tax and Budget 
Policy at the Center for American Progress, to 
discuss the long-term budget outlook and 
prospects for tax reform.  Our January 
luncheon, at which Jack Galvin, Associate 
Commissioner at the Bureau of Labor 
Statistics, detailed recent developments in the 
BLS business employment database, is 
summarized on page five. 

Finally, to any SGE members who have not 
yet renewed their memberships for 2006: 
Renewing on-line at www.sge-econ.org is now 
easier than ever with an automatic renewal 
option.  Alternatively, you can renew by mail 
using the membership form on the final page 
of this bulletin. 

 
See you soon at an SGE event! 
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Summary of Remarks by Dr. Douglas Holtz-Eakin, 
Director, Maurice R. Greenberg Center for 
Geoeconomic Studies and Paul A. Volcker Chair in 
International Economics,Council on Foreign Relations 
 
Dr. Douglas Holtz-Eakin stressed the importance of 
economists working in public service and of economic 
research to effective government policymaking.  Dur-
ing the period that he served as Chief Economist of the 
President’s Council of Economic Advisors (2001-2003) 
and as Director of the Congressional Budget Office 
(2003-2005), many policies arose that required expert 
economic analysis to evaluate, including: the imposi-
tion of steel tariffs and increase in agricultural subsi-
dies; the California electricity crisis; the Economic 
Growth and Tax Relief Reconciliation Act of 2001 and 
the Jobs and Growth Tax Relief Reconciliation Act of 
2003; the Sarbanes-Oxley Act of 2002; the Doha round 
of the World Trade Organization; the terrorist attacks 
of 9/11 and the war in Iraq; and the Medicare Mod-
ernization Act of 2003 and the Social Security reform 
effort.   

Holtz-Eakin described his decision to move from 
academia to the public sector: After receiving his Ph.D. 
in economics from Princeton, he followed the typical 
path of career academics, teaching and publishing arti-
cles on numerous aspects of public finance; in 1990 he 
settled at Syracuse University, where he became de-
partment chair and Associate Director of the Maxwell 
Center for Policy Research.  After a decade, however, 
he began to wonder whether being an academic was a 
good way to spend his life, and decided to “go do 
something real” by serving in the federal government. 

As Chief Economist of the CEA, Holtz-Eakin devel-
oped some critical insights on the importance of re-
search for public policy: namely, that some people will 
say anything in defense of their favored policies, and 
that impartial economic analysis was needed to rule 
out bad ideas. In order to communicate the policy im-
plications of research effectively, good economic writ-
ing is also essential.  

Holtz-Eakin stressed the importance of transparency 
in government research.  Since government organiza-
tions often work with proprietary data, their experi-
ments cannot be replicated by outsiders.  Government 
research must therefore be exposed to public scrutiny, 

as an agency’s “only armor is its credibility”.    
An enormous amount of research takes place within 

the government community. Three examples of ex-
tremely sophisticated research undertaken by CBO in 
recent years are: dynamic scoring, which CBO ana-
lyzed using an overlapping generations model; the 
Medicare Modernization Act, for which CBO built a 
microsimulation model layered on a county-level 
model; and Social Security reform, to which CBO ap-
plied a dynamic microsimulation model of the next 
century incorporating many forms of individual be-
havior.   

Sound economic analysis will be critical to confront-
ing the challenges posed by the long-term budgetary 
outlook.  Even under the rosiest of scenarios, the 
looming federal deficit will require fundamental pol-
icy changes.  Assume that federal spending is held at 
current nominal levels, that all temporary tax cuts in-
troduced since 2001 are allowed to “sunset” as pre-
scribed, and that there are no more wars and no more 
disasters; there will nevertheless be an enormous 
budgetary mess within five years due to explosion in 
entitlement spending that will result from the retire-
ment of the baby boom generation. 

Under the above scenario, Social Security will grow 
from four percent to six percent of GDP over the next 
ten years.   Medicare and Medicaid will grow much 
faster: from four percent to 22 percent of GDP.  
Growth in Medicare and Medicaid costs has been out-
stripping the growth of related revenues by 2.5 per-
cent per year.  Even if the cost growth fell by half, ex-
penditures on the two programs would still absorb 12 
percent of GDP by 2015.   

The entitlement spending boom will fundamentally 
endanger the lynchpins of US economic growth: the 
relatively large private economy and the limited pub-
lic sector.  If the deficit is allowed to spiral out of con-
trol, then the government will be forced to raise taxes 
sharply, regardless of whether it is run by Republi-
cans, Democrats or Martians. 

There are two basic strategies for fixing the incipient 
deficits that will result from increased entitlement 
spending.  The first is to accept existing programs as 
given and to solve them piecewise.  The problems 

(Continued on page 4) 

The SGE/AEA Distinguished Lecture in Economics 
2006 ASSA/AEA Conference, Boston  

“Can Economists Improve Public Policy?” 
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with Social Security are fairly well understood, and 
there is a large menu of options for addressing them, 
so it makes sense to fix Social Security first as a warm-
up to addressing Medicare/Medicaid.   

The current Social Security surplus will peak in 2010, 
and by 2019 it will stop being a cash cow and start 
draining federal resources.  To prevent a serious short-
fall, it would be necessary to scale back program bene-
fits for future retirees.  “Basically, the problem with 
Social Security is me,” Holtz-Eakin declared, noting 
that if you grandfather current benefit levels for to-
day’s 48-year-olds, then you can’t balance the Social 
Security budget.   

Having addressed Social Security, one could then 
address the more severe Medicare shortfall.  Here, the 
problems are far less well understood, as they stem 
not just from the cost of supplying medical services 
but from the demand for those services as well.   

The second strategy for stemming the growth in en-
titlement spending is to develop an integrated ap-
proach to retirement funding using long-term care as a 
model.   Currently, the majority of long-term care pro-
vided to individuals over 85 is donated by family 
members (usually a daughter).  By 2050, there will be a 
sharp rise in the demand for these services due to the 
aging population.  Concomitantly, the supply of do-
nated services will shrink due to declining family size 
and increased work force participation.   

Policymakers will need to ensure that the market 
can respond to this increased demand for long-term 
care by enacting the appropriate regulations and li-
censing.  The care could be financed in various ways: 
by the government or by the private sector, by pre-
funding or on a pay-as-you-go basis.  Determination 
of the optimal means for providing long-term medical 
and retirement benefits will require an enormous 
amount of research to do well; this type of modeling is 
the meat and potatoes of government economists.   

Good policy design is only half of the battle: the 
other half is to get good policy enacted.  For this to 

happen, the intertemporal incentives have to be right.  
Any current policy change that preempts fiscal disas-
ter in 2030-2050 must offer some up-front rewards in 
order to win approval.   

One mechanism that could provide such rewards is 
the financial market.  If the bond market anticipated 
extreme fiscal deterioration in coming decades, it 
would sell off now; therefore, a policy that prevented 
such deterioration would offer an immediate payoff in 
terms of lower interest rates.  Increasing globalization 
of financial markets may interfere with this mecha-
nism, as the US soaks up the savings surplus of for-
eign economies.  Another possibility is that the bond 
market has not sold off because investors assume that 
politicians will act to fix the deficit before it explodes.   

A second mechanism that could increase the imme-
diate benefit from fiscal rationalization is a shift to pre-
sent-value budget accounting.  This option has two 
major drawbacks: present-value calculations would be 
susceptible to political gaming by manipulating as-
sumptions about long-term factors.  It could also 
prove difficult to execute if current dynamics do not 
predict convergence: An example of this is models of 
prescription drug demand, which is outstripping GDP 
growth so that models predict health care expendi-
tures will take over 100 percent of GDP.   

The other mechanism that could lead to current pol-
icy action is political competition: Eventually, as the 
prospect of fiscal deterioration worsens, political par-
ties will recognize the gains to be made from prevent-
ing it.  Exactly when this will happen is, however, ex-
tremely hard to predict. 

In summary, Holtz-Eakin stressed the importance of 
economists’ serving in government, which is not 
widely appreciated, and of the research process to ef-
fective policymaking. The key policy issue that the 
government faces in the decades to come will be the 
impact of an aging population on the fiscal balance – a 
dilemma that will demand sophisticated economic 
research and political objectivity to solve. 

NABE 2006 Washington Economic Policy Conference  
Policies to Boost Economic Growth and Security—What’s Needed? 

March 13-14, 2006, Marriott Crystal City Hotel, Reagan National Airport 
 

Presented by National Association for Business Economics (NABE), Association for University Business and 
Economic Research (AUBER), Canadian Association for Business Economics (CABE), Global Interdependence 
Center (GIC), Macroeconomic Advisers, National Economists Club (NEC), PNC Financial Services Group, and 
the Society of Government Economists (SGE).   

Fee before February 15, 2006: $395 for members, $615 for non-members.  Fees increase $50 after February 15 
and $100 at the door.   
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Please submit all 
materials you would 
like to appear in the 
bulletin by the 12th 
of the preceding 
month to Jason Tripp 
at sge@paintedcup.net 
or  
SGE 
4667 Willowgrove Dr 
Ellicott City, MD 
21042 or call: 
410-963-0134. 
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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” 

 

Areas of 
Interest 

(check two) 

Phone (indicate home or office) 

SGE Membership Application (Also available at www.sge-econ.org) 

Agency/Company 

State Zip 

E-Mail Address 

Annual Dues: ___ Regular Membership: $25    ___ Institutional Membership (up to 5 members): $150 
Additional voluntary contribution to SGE:___________________ Total Payment: _______________________ 

Please send completed form and a check payable to SGE to: SGE, 4667 Willowgrove Dr, Ellicott City, MD, 21042 

0  Microeconomics 0  Finance  0  Macroeconomics/Monetary  Theory  0  Urban, Regional 
0  International 0  Public Finance 0  Health, Education, and Welfare   0  Labor/Demographics 
0  Law and Economics 0  Methodology 0  Economic Development   0  Economic History 
0  Business  0   Environmental 0  Agricultural/Natural Resources   0  Economic Systems 
0  General Economics 0  Econometrics 0  Industrial Organization   0  Marketing/Accounting 

Name (Last, First, Middle) Date 

Mailing Address (indicate home or office) 

Title 

City 

SGE OFFICERS (2005-2006) 
President 
Thornton Matheson 
Treasury Department 
thornton.matheson@do.treas.gov 
 
Vice President 
Bill Lawhorn 
Bureau of Labor Statistics 
lawhorn_w@bls.gov 
 
Executive Secretary 
Seth Giertz 
Congressional Budget Office 
sethg@cbo.gov 
 
Treasurer 
Brian Sloboda 
Department of Transportation 
brian.sloboda@bts.gov  

DIRECTORS (2005-2006) 
Andrew Bershadker  
Treasury Department 
Andrew.bershadker@do.treas.gov 
 
Lee Cohen 
Social Security Administration 
Lee.cohen@ssa.gov 
 
Yvon Pho 
Bureau of Economic Analysis 
yvon.pho@bea.gov 
 
Jonathan Schwabish 
Congressional Budget Office 
jonathan.schwabisch@cbo.gov 
 
Julie Somers 
Congressional Budget Office 
julies@cbo.gov 

ExOfficio 
Nicholas Bull 
Joint Committee on Taxation 
nicholas.bull@mail.house.gov 
 
Job Announcements and       
Submissions to the Web Site 
Lee Cohen 
Social Security Administration 
Lee.cohen@ssa.gov 
 
Evening Seminar Committee 
Melvyn Sacks 
melsacks@cavtel.net 
 
Bulletin Editor 
Jason Tripp 
4667 Willowgrove Drive 
Ellicott City, MD  21042 
SGE Phone Line  (410) 963-0134 
sge@paintedcup.net 


