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Eeonomiec policy is essentially politics in the real sense.
— Oskar Morgenstern

Politics, very often, is simply economies pursued by other means.
— Edward Nell

Economics, as the Greek etymology suggests, owes its advent to an interest in
the management of everyday life. More than two millennia later, Alfred Marshall
reaffirmed that economics is best seen as the “study of mankind in the ordinary
bhusiness of life” [1920, 1]. Since Marshall, economics itself has become domesti-
cated. Political economy has been remade into a professional discipline called
economics, and, concurrently, economics has been transformed inte an academic
enterprise, which it remains today. Our topic is this: what role, if any, does
academic economies play in everyday life? We focus in particular on that most
unusual aspect of everyday life, politics. What role does academic economies play in
political life, and, especially, how do economists’ ideas enter and shape political
debates about economic policy?

Our investigation is rhetorical in design. We mean “rhetorical” in the sense
pioneered by Donald McCloskey [1983]: economic discourse comprises a far richer
variety of argumentation than syllogism and measurement, which are the official
modes of our contemporary academic discourse. Metaphor, narrative and other
“unofficial” rhetorical devices are also crucial to an understanding of economics.
Thus, a closer examination of all aspects of economic and political discourse will
yield fresh insights into how the products of academic economic research affect the
policy process. The capital gains debate of the late 1980s is our case study.
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THE PROBLEM: A RHETORICAL GAP

The conversation between academic economics and politics is not what econo-
mists and political leaders expect or desire it to be. A rhetorical gap divides us.
Stuart Eizenstat, who served as an advisor to President Carter, observed that
“le]conomists and politicians too frequently are like ships passing in the night,
neither understanding the needs of the other” {1992, 71]. Another Washington
veteran, Alice Rivlin, noted in her presidential address to the American Economic
Association, that “[e]conomists and political leaders not only miscommunicate, but
each accuses the other of incompetence, obfuscation, self-serving motives, and anti-
social behavior” [1987, 1]. This rhetorical gap, and the recriminations it inspires,

figure prominently in the stories told in seminars and lunchrooms “inside the

Beltway.”
The stories that economists tell about their experiences in the political arena

comprise three related themes: waste — much of what we produce in academia is not
used in politics; ignorance — the economic knowledge of politicians is superficial at
best; and ineffectiveness — political argument tends to crowd out economie argu-
ment. Situated in an academic institution that stands within one mile of the U.S5.
Treasury, White House, Federal Reserve, International Monetary Fund (IMF), and
World Bank, the authors hear variations on these themes all the time.

One colleague, who recently moved from academia to join the staff of the IMF,
confided that he could write off 90 percent of the human capital accumulated in
graduate school. Like many policy economists in his position, he noted that the
economic knowledge required for his position did not much exceed the level of an
undergraduate course in principles. Remarks in this vein were recorded by William
Allen [1977], who interviewed about 60 government economists working in the
government, Lee Hansen, who had served on the staff of the Council of Economic
Advisors, was representative: he told Allen that all an economist needed was “just
good common-sense economics” [ibid., 70]. Fifteen years before Allen’s survey, Alain
Enthoven said of government economists: “The economic theory we are using is the
theory most of us learned as sophomores” [Rhoads, 1985, 217]. Ten years after
Allen, Robert Nelson [1987] argued that newly-minted PhDs entering government
must be taught to unlearn their advanced training — “deprogrammed” as it were.

Alan Auerbach, an academic economist at the University of Pennsylvania,
served in 1992 on the Joint Committee on Taxation. While still on the Capitel Hill
he wrote about the differences between economic discussions in academe and those
in Washington [Auerbach, 1992]. Among the differences that he noted are (1) the
“shorter time horizon, with ideas being raised and discarded with more frequency
than the occasional visits to Washington during my academic existence,” (2) the
important role of lawyers, and (3) the disproportionate time spent on issues that
affect only specific taxpayers versus the broader issues that coneern an academic

economist [ibid., 239].
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‘(')ther accounts emphasize the ineffectiveness of academic economics in the
poht.zcal process. As James Galbraith reports, “Council of Economic Advisors [CEA]
Chairman Murray Weidenbaum, when asked directly what weight of influence, on a
scale of one to ten, economists had enjoyed in drafting the original tax prog‘rz;m of
the [Reagan] administration, replied, “Zero” [1988, 224]. In chronicling the evolution
f}f the Tax Reform Act of 1986 (TRA), Joseph Minarik [1989] found that academic
1de§s'. — e.g., taxation of personal expenditures — were quickly overwhelmed b
political considerations. The TRA ultimately focused on income taxation and pas:zso:aiir
because of an unusual confluence of political events — a defiance of the “political
law[s] of gravity” — not because of academic arguments. It is now a common la:e
th_at the brief Washington ascendancy of “supply-side” economics was accompliihed
with no help from academic economists; indeed, it occurred in spite of our efforts
Parsons [1989] argues that editorial writers and journalists like George Gilder an(i
Jude Wanmsk_l made supply-side economics; academic ideas were ineffectual

Politicians’ stories about academic economics are no less disparaging o;: frus-
tratet'i. They too will sound familiar. Harry Truman longed for the chimera of
cer?:amty — a one-handed economist. Herbert Stein surely spoke for man
pohcy'makers when he stated that “le]lconomists do not know very much Z
EHamz%ton, 1992, 62]. You know the litany. Economists are out of touch Wri'te‘ 8:nld
speak in .incompr.ehensible tongues, equivocate (the dread two—handedn(;ss), conde-
z(‘:rzr;;,: ;?;I;O deliver reliable forecasts, and disagree amongst themselves on most

There is .something to this. After all, caricatures work only when they capture
some recognizable likeness. But these stories go too far, as caricatures are also
meant ‘?0 _do. Few would indict the political process as altogether immune from
economic 1dea&'; or, for that matter, suggest that the knowledge produced by aca-
fiemm economics is irrelevant to politics. Auerbach, for one, did observe some
influence of academic ideas on the discussions surrounding the budget. Economists
prev_ent outstandingly stupid ideas from becoming law and also act to ensure that
efﬁc%ency ren.lains on the agenda. Lee Hamilton, vice-chairman of the Joint Eco-

nomic Cgmmlttee of the T1.S. Congress, let it be known in the Journal of Economic
Perspectives that the advice of economists is very much appreciated if pertinent and
expressed in clear English [Hamilton, 1992]. And theory predicts that there must be
some ec.onomic rationale (i.e., a positive marginal product) for the large number of
economists who populate federal agencies and for the hundreds of PhD’s staffing th
Woréd Bank and the IMF, often in influential roles. e

0, no, academic economics is not irrelevant. Maynard K i in hi
famous valedictory® to The General Theory; ideas doygatter, esﬁgt‘iﬁ:sriﬁg:elihzﬁ
narrow economic or political interest. But ideas de not reside in a conversational
vacuum. Their influence depends greatly upon our ability to convey them, and upon
our audience’s ability to understand them. Professors know that lessons L;arned are
often different from those taught. Government policies rest on economic ideas
alpssg by definition, but such ideas are not necessarily those of academic econcoz
mists.
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A rhetorical perspective suggests that ideas require an engaged conversation
and an understanding of the boundaries and particularities of a given conversation.
It is not so much that policymakers are ignorant and unreconstructed rent-seekers
or that economists are obscurantist and wholly irrelevant. Rather, they speak
different languages. Economists and politicians appear in these unflattering guises
only when viewed through the other’s conceptual lens, What an economist sees as
pork-barrel spending, the politician calls the national interest. The politician’s
constituent service is viewed by the economist as rent-seeking. The economist’s
pareto-inefficiency is the politician’s redressing of grievance. Clearly, the discourse
of economics differs fundamentally from that of politics.

Yet it is more than a matter of speaking “different languages”. We suggest that
the problems encountered by economists in Washington derive, in part, from mis-
casting. Outside the academy, economists are cast in roles that they cannot play, or
worse, do not recognize as new roles. The blackboard exercises of the seminar room
are inappropriate and ineffective in a hearing room. Miscasting occurs, in turn,
because academic economics has traditionally given little thought to the relation-
ship between the economist and the policy-making process, i.e., between the produc-
tion of economic knowledge and its distribution and consumption. Economics, which
is now famous for its wide-ranging (some say imperial) theoretical forays, lacks any
theory of how academic knowledge affects the everyday world.® A rhetorical
perspective suggests that how academic economists see this relationship matters to
real world outcomes. One’s model of the relationship between academic economics
and polities, however implicit, affects one’s expectations, one’s interpretations, even
one’s conclusions. Let us elaborate on what we mean by examining some different

ways in which economic ideas affect policy.

THE RELATIONSHIP BETWEEN ACADEMIC ECONOMICS AND
POLITICS: THREE MODELS.

Alice Rivlin’s Presidential address begins with a pleasant “daydream” on the
ideal relationship between economist and policymaker:

The dedicated, idealistic young economist . . . as the wise and
impartial adviser to the philosopher queen. . . . [TThe adviser pre-
sents the best forecasts that can be made . . . She explains the

macroeconomic policy options and what is likely to happen if each is
undertaken. She elucidates why market solutions are efficient,
when markets are likely to fail, and what can be done when this
occurs. . . . She represents the best professional judgment of her
fellow economists, indicating the major respects in which most econo-
mists agree and scrupulously pointing out that the views of some . . .
might differ from her own. She remains above the political fray . . .
eschewing identification with interest groups or ideological causes.
The queen for her part listens carefully and intelligently, asks

ACADEMIC RHETORIC IN THE POLICY ARENA 463

thoughtful questions, and weighs the options. She may consult
other experts on non-economic aspects of the decisions, but these can
be assumed not to be very important. She then makes final decisions
— even very hard ones — and sticks to them. [1987, 1]

Clearly, Rivlin's fantastic account is not a realistic description of the interaction
betw.een economist and policymaker. Indeed, when this passage is read aloud in
put?hc forums,1 ]ll'learty laughter is the typical response. Nonetheless, further conver-
sation generally reveals that economi i i i
sation goperally eveas that oo sts understand their roles in precisely the

In his account of “The Economics Profession and the Making of Economic Policy”
R(.;bert Nelson [1987] elaborates on Rivlin’s idealized image, arguing that econo-
mists see themselves as “progressive neutral experts.” The “progressive neutral
expert” is a hardy textbook perennial; the economist presents the policymaker with
a menu of options, careful to avoid normative judgments or expressions of prefer-
ence. This characterization is born of the Enlightenment ideal of scientific mastery
jny means of reason, the belief that otherwise capricious decisions can be rationalized
if only the economist is sufficiently “scientific”. Tn slightly more modern terms, all
economic ideas may be classified as either positive or normative, and the norma;:ive
is to be eschewed when advising the prince.*

The model that advanced this role was articulated by Jan Tinbergen in On the
Theory of Economic Policy [1952]. It portrays economists as wholly disinterested
technoer?.ts who, on the basis of econometric models, present the policymaker with a
menu of instraments to meet targets that conform with her fully formed preference
function over objectives. Though neither the economist nor the policymaker are
explicitly modeled, the underlying narrative casts the economist as progressive
neutral expert and the policymaker as beneficent public servant, We call this model
the Tinbergen model. The role it attributes to academic economists is probably the
source for much of the confusion and frustration about what economists do and can
dF) in policy-making. The Tinbergen model represents the economist’s normative
vision; but it is inevitably compromised by a messier, positive reality — one where
policy-making is more akin to sausage-making.

There is also an analytical problem with the Tinbergen model, one that any
economist will recognize: economists and politicians are presumed to be the onl
agents who have no interests other than the public interest. James Buchanan whz
found his inspiration in Knut Wicksell, was among the first to systematicaﬂ
challenge this incongruity. Citing Wicksell, Buchanan argued that: Y

Neither the executive nor the legislative body, and even less the
deciding majority in the latter, are in reality . . . what the ruling
theory tells us they should be. They are not pure organs of the
community with no thought other than to promote the common
weal. [Buchanan, 1987, 245]
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Buchanan proposed abandoning what Henry Aaron has called the “naive view of
government” [Aaron, 1989, 1], in favor of an approach that explicitly modeled
political agents as rational actors. Politicians (and voters and bureaucrats) behave
like economic agents do. They seek their own interest, maximizing votes 0r pOwWer or
both. Disinterested economic advice is still sought by policymakers, though to
maximize an objective function that is self- rather than public-interested, in what
we term the public choice model. Public choice theory expanded the domain of
economic explanation by explicitly modeling political actors, something the Tinbergen
maodel left exogenous,

The public choice model, however, still casts the economist as the disinterested
expert -— above the fray, Olympian in self-restraint, objective not partisan, positive
not normative, outside the model. Politicians have been admitted to the tent of self-
interest, but economists are more modest with our own kind. While politicians
appear in most public choice models, economists are virtually unknown. The
insights of public choice have helped economists understand, as Henry Aaron has
noted, that “[wlhat a political system can do becomes at least as important a
component of policy advice as what it should do” [ibid., 12]. However, if the
Tinbergian policymaker has been replaced, the Tinbergian economist lives on:
“Im]ost of us leave to others the task of implementing the welfare-increasing actions
we have revealed. Having shown the way, we see ourselves as blameless if others
lack the wit to follow” [ibid]. A glance at what advising economists actually do,
however, quickly reveals that the economist of the Tinbergen and public choice
models does not exist.

In reality, academic economists must play many roles, before different audi-
ences. Craufurd Goodwin points out this diversity of functions:®

A typical modern economist [engages in] ... persuasion of economist
colleagues of the merit in contributions to the discipline (represented
in journal articles, papers presented to conferences, and claims for
tenure); persuasion of skeptical students and college administrators
of the value of studying the subject; persuasion of patrons, such as
foundations and government agencies . . . persuasion of legislators,
the media, and a broad lay public that the subject’s “answers” to
popular questions are worth attending; persuasion of clients that
advice based on economic evidence is sound; and persuasion of
judges and other arbiters that a client’s case is sound while an
opponent’s is weak. [1988, 210]

Persuasion differs not only “horizontally,” as Goodwin sketches, but also “vertically,”
as within a policy discussion. Economists must first persuade policymakers that the
economic approach is useful as a way of seeing the world and for framing decisions.
This first step is superfluous in government locales like the Treasury, the Federal
Reserve, or the Congressional Budget Office, where economic analysis is not only
welcome, it is mandatory. However, at other bureaus like the Interior or the
Environmental Protection Agency, economic analysis is not expected, and the first
step of persuasion is often never accomplished.
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If the economist succeeds, she then may be asked to help the policymaker to form
preferences, a second step. “Should I prefer higher output or lower inflation?” seems
a legitimate and unsurprising question to ask an economist. As Mark Blaug argues
“gconomic advice i1s typically sought, not just to elucidate the possibility ﬁmction,
but also the preference function. The decision maker seeks advice on both ends anci
means” [1980, 150]. As a third step, the economist may be asked to choose among
cqmpeting economic models, and only then, having selected, can she play the
Tlnl_)ergian expert, provided she has great confidence in the chosen model and her
audience is comprised of “philosopher-queens.” Persuasion by an econcmist, then
takes many forms. Advocacy requires an interested partficipation that the textbools':
economist of the Tinbergen and public cheice models cannot muster. The economist’s
effectiveness depends upen the role required, the audience to be addressed, and the
extent of persuasion already accomplished. It is hard to remain above the f;ay when
the fray requires your participation,

Alice Rivlin notes that lawyers, more than economists, accommodate the differ-
ent demands of different settings. Lawyers have never been squeamish about
performing explicitly different roles — defender, prosecutor, barrister, judge, ex-
pert, professor, ete. Some economists are equally versatile, filling many of Good\;rin’s
roles, but “economists tend to be uncomfortable in the role of partisans or advocates
preferring to be seen as neutral experts whether we are or not” [Rivlin, 1987 9]?
Why is this? Goodwin suggests that there exists a long-standing identity CJ.:isis
a'mong economists: is economics a “scientifie” discipline pursuing truth or a profes-
sion that sells services at market prices? [1988, 207]. Suspicion of and hostility
toward organized special interests (like professions) is a hallmark of the economist’s
ethos, an idea with a pedigree that dates at least to Adam Smith, who argued
famously:

People of the same trade seldom meet together, even for merriment
and diversion, but the conversation ends in a conspiracy against the
public, or in some contrivance to raise prices, [1976, 145]

To widen the market and to narrow the competition is always the
interest of the dealers . . . any new law or regulation which comes
from this order, ought to be listened to with great precaution . . . [for]
it comes from an order of men, whose interest is never exactly the
same with that of the public, who have generally an interest to
deceive and even to oppress the public, and who accordingly have,
upon many occagions, both deceived and oppressed it. [ibid., 267]

Indeed, who would want to be identified with such a group? Better to be a protector
of efficiency than to join ranks with the very interests that threaten to subvert
optimal (i.e., competitive) cutcomes and therefore the wealth of nations, Economists
do not want to see themselves as rent-seekers, even as we portray everyone else this
way.
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Qur modern jargon only partly obscures this venerable econemic story. Orga-
nized interests (and often an opportunist government) conspire to extract rents from
an unwary and vulnerable citizenry, whose welfare is understood and protected only
by the economist. It is a story that helps to understand economists’ self-image and
also reminds us that even economists eannot avoid ideology. Efficiency, recall, is a
value-laden term. Pareto-optimality is a norm, not a pesitive “truth”. If economists
can advocate efficiency, so can we other values. As Nelson neotes, economists are

“entrepreneurs for efficiency,” which sometimes requires that we become “ideologi-

cal combatants.” Therein lies the tension within the economist’s identity that
Goodwin observed.

If economists are “truth seekers”, our research is knowledge for its own sake,
and we have no business, indeed no interest in worldly affairs like politics.® Buf
there is another tradition in economics, a desire to make the world a better place.
The great liberal political economists of the 18th and 19th centuries embodied these
competing traditions. Smith, Mill and Senior, for example, were strong proponents
of laissez-faire doctrine, and yet were reformers who wrote to influence men of
affairs, the policymakers of their times. All of these political economists recognized
that knowledge for its own sake could not be ameliorative and that effective
persuasion meant participation in the debates of the day.

To influence policy-making, economists must join, as active participants, the
policy-making process. It is this recognition that underlies the process model. The
process model argues that economists, no less than other agents, are self-interested.
The “ruth” may well appear in our ohjective functions, but it need not be the only
clement. The process model also argues that the interaction between economist and
policymaker is messy and conversational, not strictly neutral and objective. Persua-
sion oceurs on several levels. A process-oriented analysis recognizes that policy-
making is anything but monolithic. It is scattered and fractious in a way that the
Tinbergen model's one economist and one decision maker cannot capture. The
process model does not assume that economic knowledge is simply given (like
preferences in Neoclassical utility theory), but inquires into the means by which one
theory is influential instead of another.

In critiquing economic policy-making, observers typically cite the very problems
that a process model perspective wants to investigate. Auerbach, for example, cites
the incremental nature of policy-making — a process hallmark. Rivlin proposes
ceforms to address the institutional frictions that impede good policy-making —
mixed government, the segregation of monetary and fiscal policy, the multiplicity of
forecasts. Aaron emphasizes the information problems that arise from the fact that
the pace of policy-making may well exceed the rate at which economic knowledge

develops. Legislation and regulation proceed even when knowledge of their (often
interacting) consequences is radically imperfect.

When Henry Aaron said that “[blehind every economic analysis meant to influ-
ence policy lies an explicit view of government” [1989, 121, he was half right. We
argue that behind every economic analysis meant to influence policy there also Hes
an explicit view of the advising economist, i.e., of how economic ideas affect policy
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de.cisions. Our models of how economic ideas affect political decisions help deter-
mine the behavior of advising economists, which, in turn, influences their rhetorical
effectiveness, which is often decisive in bringing about knowledge diffusion. Like
the agents in our models, what economists know of their affairs affects h'ow we
conduct our affairs.

A rhetorical perspective helps illuminate the sources of the rhetorical gap
betweer.l economists and politicians, and a rhetorical self-awareness may even make
ec?nomlsts better persuaders. Rivlin suggests, for example, that “[e]lconomists
might increase their usefulness to the policy process if they made clear at any given
moment which role they were playing” [1987, 12]. But a rhetorical perspective also
leads us to appreciate the difficulties of bridging that rhetorical gap.

ACADEMIC VS. EVERYDAY ECONOMICS O
R, ’
POLICYMAKERS LISTEN?’ WHY DONT

'F‘he existence of a rhetorical divide is not in dispute. We have offered some
possible explanations for its persistence. A harder question is, what to do about it?
How can the economics of the academy be joined with the economics of everywhere-z
else (policymakers, journalists, ordinary people, etc.)?

An important traditional explanation argues that all we need do is to bridge the
ga}p. In this account academic and everyday economics are fundamentally alike
with the difference that everyday economics is ersatz economics, that is, a simpiistic,
or shabby or otherwise watered-down translation of the “truths” found’in academie
economics. Call this the translation thesis. In this story, academic or “greek letter”®
economics is only procedurally or stylistically different from everyday (“roman-
letter”) economics.

The translation thesis holds that everyday and academic economics are com-
mensurate. Substantively, academic and everyday economic discourse share simi-
lar ends — to establish the truth about the economy and it actors, for example—
even if this similarity may be obscured by differences in language use;d. If this thesis
is correct, then greek-letter economics can be rendered into its roman-letter eounter-
part with no loss of content. As Representative Hamilton suggested, all economists
must do te reach policymakers is speak in plain English. ,

If this is so, there should be a brisk market for translation. Individuals who are
ﬂ}xent in both greek-letter and everyday languages should command high prices
Since academic and everyday economics share the same ends, but speak differeni;
languages, the task is simply to locate academics willing to shed their highfalutin
tall_c ..a.nd use plain language. Alternatively, policymakers could acquire enough
training to master our intellectual tools and become comfortable in both languages
In reality, of course, the market for translation is surprisingly thin. Academics Wh(;
dabble in -everyday economics (e.g., writing newspaper columns) risk being vilified
as i‘t.llnsenous,” regardless of their academic accomplishments. And journalists or

politicians who bother to understand even the rudiments of academic theory risk the
label of “irrelevant” or “inaccessible.” Perhaps this explains the thinness of transla-
tion markets, L
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But if translation is possible, why is there a gap at all? Too often, proponents of
the translation thesis resort to rounding up the usual suspects: stupidity or laziness.
The argument from stupidity makes politicians either unwilling (lazy) or unable
(stupid) to grasp academic theorizing, even when cast in everyday language. They
just don’t get it. This explanation is problematie, however. For unless one argues
that academic research is not worth the candle, rational agents should recognize the
value of sophistication in economic matters, and prudently invest in economic
knowledge.

Tt is more generous and more plausible to argue that time and other institutional
constraints prevent the translation market from smooth functioning. There is a
market for translation, but it is imperfect owing to the lack of a perfect price
mechanism and the multitude of institutional constraints already cited. The
argument from institutional constraints may be more “realistic”, but it proposes
reform precisely because it believes that translation is ultimately possible. If the
policy-making process could be rationalized, perhaps by enacting the reforms of
distinguished experts, then the translation market will not fail and economists and
politicians will understand each other perfectly.

But what if proper translation is not possible, even under ideal assumptions? In
this case academic and everyday economics constitute fundamentally different ways
of talking about the economy, without the possibility of straightforward translation.
The two discourses are simply different, or, to use Thomas Kuhn's term, they are
“neommensurable” [1970]. They may be related in trivial ways (e.g., they both
make statements about the economy), but no translation is possible without doing
injustice to either mode of discourse. Call this the difference thesis. Economists and
politicians see the world differently, period. They each start with a unique concep-
tual apparatus that precludes perfect translation. In short, plain English is a
necessary but not a sufficient condition for understanding.

If incommensurable, the key issue is whether difference matters: does the
academic way of talking about efficiency, for example, matter to policy-making, and
vice versa. Efficiency is an important concept to economics, but may be inconse-
quential to political discourse. We distinguish two species of difference. The
inconsequential-difference thesis states that academic economic discourse serves
purposes different from those of everyday economic discourse, but that this diver-
gence is inconsequential. That is, neither discourse influences the other in ways
that matter for their respective ends. The two are substantively different but in
non-instrumental fashion, i.e., without consequences for interpretation of the economy
or the science of economics. The market for translation, even if it were possible,
would not exist: academic and everyday economies would happily remain strangers.
People can get along in the world just as well with or without academic economics.
Clearly, academic economists have different purposes, but so what? — their talk is
inconsequential.

The consequential-difference thesis, on the other hand, maintains the incom-
mensurability of academie and everyday economics and further proposes the idea
that incommensurability has consequences for each domain’s respective objectives;

ACADEMIC RHETORIC IN THE POLICY ARENA 469

that is, difference matters. According to this thesis, academic research does affect
politicians’ concerns, but the rhetorical divide cannot be bridged by more and better
translation. Despite (or perhaps because of) their incommensurability, the greek-
letter c?nversation influences politics, and the political conversation’ mfluences
academ}c economics. In short, we affect each other in profound ways, but neither
economists nor politicians know how.

. To illustrate some of these points more coneretely, we turn our attention to the
discourse surrounding the capital-gains debate of the mid-1980s.

THE CASE OF CAPITAL GAINS POLICY

%\mong the many changes enacted in the Tax Reform Act of 1986 (TRA), none
received more subsequent attention, nor possibly affected budget politics mor:a than
t}.le decision to tax capital gains at the same rate as other income. After a short
h‘1atus of two years following passage of the Act in 1986, taxation of capital gains was
singled out by presidential candidate George Bush in his campaign as a feature of
the tax code he would propose to change. True to his campaign pledge, President
Bush submitted a proposal to cut the effective tax rate on capital gains ,in his first
budge't.' While initially downplayed as “dead on arrival,” the proposal attracted a
surprising burst of support in the Congress in 1989. Though the effort to restore
some form of capital gains preference failed in 1989, the issue reemerged, only to fail
again in 1990 and in 1991. ,

Along the way, the spirited, frequently contentious debate about the tax treat-
ment. (_)f capital gains contributed significantly to budget gridlock between the
Administration and Congress. This was evident in the debate surrounding the 1990
Budget Agreement, which stalled several times, in no small measure because of
heated disagreements about the tax treatment of capital gains.

- ITow did economic theory and evidence inform this debate? Was the debate cast
in the neutral, expert terms implied by the Tinbergen model? If not, why not? What
does the answer to this question tell us about the interplay between economic theory

:clnd the Policy process? What lessons may be learned by economists who want their
ideas to influence the policy process?

THE DEBATE IN THEORY: THE TINBERGEN PARADIGM

We first consider how the 1980s capital gains debate would have been framed if
cast in terms of Tinbergen’s model of policy-making. As noted by Auten and Cordes
[1991], the policy debate about cutting taxes on capital gains revolved around three
questions: (1) Would cutting taxes on capital gains increase or decrease the federal
budget deficit? (2) Would cutting taxes on capital gains make the tax system more or
less fair? and (3) Would cutting taxes on capital gains foster economic growth? In
terms of targets and instruments, the “targets” at issue would therefore seem 1;0 be
(D) revenue, (2) distributional equity, and (3) economic growth, and the “polic
instrument” was the tax rate on capital gains. , 7
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Policy Targets and Constraints

A well-known property of the targets-instruments framework is the existence of
trade-offs among different targets when the number of targets exceeds the number
of instruments. This issue was recognized, though only implicitly, in the debate.
Proponents of cutting taxes on capital gains argued that cuts would (1) significantly
spur economic growth, (2) reduce rather than increase the federal deficit, and (3)
benefit taxpayers of modest means as well as the well-to-do. Opponents countered
that cutting taxes on capital gains would (1) have little or no positive effect on
economic growth, (2) would not reduce the federal deficit, and most likely would
increase it, and (3) would concentrate benefits on wealthy taxpayers. With respect
to the Tinbergen model, then, the debate about cutting capital gains taxes could be
cast in the following terms:

determine whether a change in the instrument — the tax rate on capital
gains — positively affects a particular target — economic growth;

subject to the constraints that changing the value of the instrument:

does not increase the federal budget deficit,
does not unduly benefit wealthy taxpayers.

A Model

Given the above objectives and constraints, the task facing the advising econo-
mist would be to use available economic theory and evidence to agssess whether
cutting taxes on capital gains met the objective, while satisfying the constraints. To
make such an assessment, our Tinbergian economist-adviser would have relied on
some version of an economic model whose main features are summarized by equa-

tions (1) - (5).*°

(L Y=y, K)
(2) dK=1=85

3 8S=8+8;
(4) 8, =S¥, r(t;))
(5) 8, =1G - T(Y.t,)]

where y is real aggregate income (as measured by gross national product or gross
domestic product), L is aggregate labor supply, K is the aggregate capital stock, dK
is the change in the stock of capital, I is aggregate private investment, S is national
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saving, S, is private saving, S; is the government deficit/surplus, r is the after-tax
return to saving, (3, is government spendjng, T is tax revenue, and ¢ is the tax rate
on capital gains.

Equations (1} - (5) embody the following propositions about the link between the
“instrument” (the capital gains tax rate, ¢} and the “target” (economic growth
represented by real income, y). ’

1. The real income of an economy depends on its productive capacity, as
represented by the amount of labor and capital available for production
(equation (1)).

2. The amount of investment and saving in the economy determines the
amount of capital available for production (equation (2)).

3. The amount of total saving equals the sum of private saving plus the
government deficit or surplus (equation (3)).

4. The amount of private saving depends, inter alia, on the after tax return,
r, received by savers, which, in turn, depends in part on the tax rate on
capital gains, ¢, (equation (4)).

5. The government surplus or deficit depends, in part, on tax revenue, which
in turn depends, in part, on the tax rate on capital gains, ¢, (equation (5)).

Parameters of Interest

One virtue of the simple policy model we have sketched is that it reduces the
relatively complex problem of determining the economic effects of cutting taxes on
capital gains to the seemingly more tractable one of determining the empirical
magnitudes of a handful of key parameters, as shown by equation (6), which
demonstrates the ways in which the instrument, ¢, can ultimately affect the target
¥.

(6 dylot, = (ay/a8 NaS Jar)(arfat,) + (aT/ot,)

In terms of the Tinbergen framework, equation (6) implies that the efficacy of the
instrument, ., with respect to the overall objective depends on (1) the sensitivity of
real income/output to changes in saving (3y/8S,), (2) the sensitivity of private saving
to the after-tax return (85,/97), (3) the sensitivity of the after-tax return to saving to
the tax rate on capital gains (37/3¢,), and (4) the sensitivity of income tax revenue to
the tax rate on capital gains (8778t ).
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THE DEBATE IN PRACTICE

Was the capital gains debate conducted in terms consistent with this framework
of rational policy-making? Did economists persuade policymakers that the efficacy
of capital gains tax cuts depended upon a few key parameters, which one might
estimate empirically? The answer is, yes and no.

Perhaps not surprisingly, economists at places such as the Congressional Bud-
get Office (CBO), the Congressional Research Service (CRS), the Council of Eco-
nomic Advisers (CEA), the Joint Committee on Taxation, the Treasury Department,
framed the issues in ways that would be recognizable in the above framework.
Considerable professional effort was devoted to obtaining and debating econometric
estimates of the revenue elasticity of changes in the tax rate on capital gains
(aT/ 8t ), to identifying “plausible” values of the elasticity of private saving to the
after-tax return (3S,/97), and to assessing how much a cut in the capital gains tax
would affect the after-tax return to saving (8r/dt,).

The question, however, is not whether economists embraced a Tinbergen-like
framework in debating the merits of cutting the capital gains tax among themselves.
Indeed one might be surprised if they did not. Rather, the gquestion is whether
family discussions among economists cut any ice with those uninitiated into our
discourse. Does the Tinbergen model accurately depict the way in which economic
conclusions were communicated to policymakers and affected their decisions?

In a trivial sense, yes. As Henry Aaron {1989] has noted, any critic or supporter
of a particular (tax) proposal who cannot marshal a study is not taken seriously, as
was true in the capital gains debate. Policymakers required economic research to
buy credibility, and therefore, economic research demonstrating the efficacy of
cutting capital gains taxes as a policy instrument, or the lack thereof, was in
demand. The CEA prepared a study of the effects of cutting taxes on capital gains on
economic growth and the deficit, and the CBO and the CRS produced similar studies
for the congressional leadership.

Yet, we are hard-pressed to find much evidence of a Tinbergen-like discourse
before policymakers, in which scientific evidence about a capital gains tax cut was
received from neutral experts, carefully weighed, and acted upon. Clearly,
policymakers found supporting studies useful, if only as another weapon in their
rhetorical arsenal. Both the President and the Congressional leadership regularly
cited economic studies to support or undermine the claim thata capital gains tax cut
would spur economic growth and not increase the deficit. The central guestion,
however, is: were policymakers persuaded to adopt their positions by the economic
reasoning found in those studies (and n economists’ presentation of them), or did
the studies merely shore up positions already established independent of the eco-
nomic analysis? And, if policymakers had already reached positions ex ante, what
economic ideas (remembering Keynes), if any, determined those priors? The an-
swers, not surprisingly, are unclear, though some evidence is suggestive.
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ACADEMIC AND EVERYDAY ECONOMICS REVISITED

It seems likely that the Tinbergen medel does not capture the character of the
capital gains debate. We know of no accounts where policymakers wrestled with the
relative magnitudes of estimated elasticities, interrogating economists until the
economic “truth” was teased out of the econometrics. The Tinbergen model will not
admit policymakers with already established priors, a distinct possibility, nor can it
even conceive of policymakers who are less than wholly public-spirited. In persuad-
ing the policymaker, economic research is decisive in the Tinbergen model. The
public choice model is likewise deficient. It argues it may be that policymakers must
have priors, as dictated by their self-interested motive to maximize the likelihood of
reelection. Economic research is mever decisive, nor meaningfully persuasive,
except to the extent it provides a useful fig leaf for existing priors. Policymakers can
never do the right thing, except by coincidence, and therefore academic ideas can
affect policy-making only by accident. The process model argues that reality lies
somewhere in between. Ideology matters, as do political exigencies, and academic
economic arguments may well persuade in some situations.

It seems clear that time and other institutional constraints operated to mitigate
the efficacy of academic ideas. Politicians have short time-horizons, with a built-in
bias for action and hence results over analysis. Absent a sudden increase in
economic literacy, these constraints make translation of academic ideas into every-
day terms less likely, even if attainable. But what if translation is not merely costly,
but unattainable? Is there evidence of rhetorical differences between academic and
everyday economics that makes the difference thesis plausible?

Differences in Metaphors and Narratives

We have described how everyday economics and academic economics frame
economic reality in different ways — the rhetorical gap — and we have argued that
a gap may arise from an incommensurability between economic and political dis-
courses. The capital gains debate offers several examples.

Academic economists tend to rely on formal, highly stylized metaphers. Homo
economicus, for example, is a character that is unrecognizable to the everyday
realm, but he is our saver and our investor, The life-cycle saver mechanically
responds to changes in the after-tax return in opposite and potentially offsetting
ways called income and substitution effects. The investor calculates after-tax cost
risk and returns by employing a formal portfolio choice model. In this world, a
capital gains tax cut will affect a firm’s cost of capital only if it encourages private
saving, Magnitudes matter too. The academic economist is likely to wonder how a
tax cut that affects only $20-30 billion of capital income can profoundly influence a
%5 trillion economy.

Contrast this academic version of economic reality with a popular species of
what we have called everyday economics. This is the “partisans of capital” variant,
which celebrates the entrepreneur and the power of “free” capital. In this world, the
actors are not calculating hife-cycle savers and investors, but flesh and blood inves-
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tors who take “irrational” risks. It is a world of drama and moral consequences,
complete with heroes — the entrepreneur struggling in her garage to create the next
Microsoft — and villains — the wealthy investor investing in blue-chip stocks,
reaping windfall gains. Capital is not an “mnput” to a production “function”; it is the
very stuff of economic progress. In everyday economics, the “whoele” can be more
than the sum of its parts, as revealed in the remarks of an entrepreneur who, in
referring to capital gains, observed that “this tiny segment of a huge total capital
market is the lubricant of entrepreneurship and technological progress” [Landau,
1986, emphasis added]."

In everyday economics, “entrepreneurs” are the heroes; in (mainstream) aca-
demic econoniics, savers drive outcomes. In the academic narrative, which relies on
a continuous-time Neoclassical model, it is the life-cycle saver who decides how
much to save and where to put her saving, given a menu of investments that
includes assets whose total return is comprised in whole or in part of capital gains.
To this saver, assets which yield capital gains are merely one of many ways by which
one can transform current income into future consumption. Savings invested in
activities that yield capital gains differ from other savings only in degree, not in
kind. Therefore, aside from risk differentials, a dollar invested in dividend-paying
stock is not inherently different from a dollar invested in a start-up venture. In
academic models, the life-cycle saver rules. Entrepreneurs do not even exist; they
are subsumed under “demanders of capital”

In everyday economics, by contrast, the saver takes a back seat to the heroic
entrepreneur, who is willing to risk secure, salaried employment to found her own
business. Capital gains are a just reward for creating new opportunities and new
economic wealth, not merely a means of creating future consumption out of current
income. Savers play a role in this account by providing “seed capital’ to new
ventures in exchange for payoffs that are lumpy rather than continuous, ie.,
different in kind from other more regular forms of capital income, such as dividends
and interest.

These different ways of characterizing economic reality have important conse-
quences for the debate about capital gains. Putting life-cycle savers at center stage
provides a rhetorical foundation for arguments that emphasize the similarity be-
tween capital gains and other uses of saving. For example, itis best to tax all capital
income broadly and at low rates. If the entrepreneur is the protagonist, then
arguments about capital gains will emphasize the differences between capital gains
and other income. For example, a capital gains differential should be maintained as
matter of policy, even if doing so means taxing other forms of income at higher
rates.”” The two quotes below capture some of this rhetorical difference. The first
quote, from a CBO report, reflects the academic perspective [Congressional Budget
Office, 1990, 2; the second, from a venture capitalist, reflects the everyday perspec-
tive [Ruhm, 1936]]:
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The more that a capital gains tax raises the return to savers and
lowers the cost of capital to business, and the more that saving and
investment respond to such changes, the more likely it is that such a
tax cut will spur saving and investment and raise GNP. . . . Lower
capital gains taxes would favor assets that pay off in the form of
capital gains. This would have both good and bad effects on the mix
of investment . . . . Thus, it is uncertain whether cutting capital
gains taxes would cause capital to be allocated more efficiently.

..it is the results of the most successful (venture capital) invest-
ments that most greatly benefit our nation! We badly need a strong
incentive to create those successes! This strong incentive is pres-
ently provided by the effects of the capital gains differential on the
value of entrepreneurs’ and their associates’ stock interests in the
companies they are creating. The capital becomes available for the
growth of their companies, and the market wants the stock to sell.
This is the goose that lays the golden eggs....Society at large further
benefits from the capital gains tax differential through the availabil-
ity to its imaginative, energetic young people of jobs with growing
companies of all sizes, as opposed to jobs only with large or giant
companies in which the individual from time to time gets lost com-
pletely.

Incommensurability and the Role of Economie Research

When everyday economics and academic economics frame economic reality
differently, policymakers will naturally tend to judge economic research not in its
terms, but in light of their own everyday knowledge. ' nothing else, incommensura-
bility makes one look homeward. This has several consequences. One is that if the
metaphors and narratives of academiec economics are not well understood, disagree-
ment among economists about implications or parameters of a particular medel are
easily misconstrued by the non-economist as fundamental disagreement about the
value of the underlying model itself. Evidentiary disputes over the magnitude of the
interest elasticity of savings does not mean that academic models are useless, but
neither are they sufficiently decisive for policymakers. This in turn makes it e:;sier
for consumers of economic research to use it “forensically”, in which case the results
matter more than the analysis itself. Even if policymakers are not inclined to use
academic research forensically, i.e., to shore up existing priors, the price of academic
research may be too high. That is, the costs of proper translation, even if possible
may exceed the expected benefits to the policymaker. ,
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IMPLICATIONS FOR POLICY

What preliminary lessons, then, emerge from thinking about the economic
policy process rhetorically? One is that the oft-noted preference of policymakers for
results over analysis may arise for reasons going beyond the simple press of time or
ideology. As long as academic and everyday economics are incommensurate, practi-
tioners of the latter will tend to assess the value of academic economics in terms of
“believability” of results rather than nature of the analysis. A sobering corollary is
that the credibility and impact of academic research will depend less on the “quality”
of the analysis and more on whether the results can be rationalized and explained in
terms of everyday economics. Persuasion takes many forms, as we have seen, and it
may be that academics must sell sizzle as well as steak.

Another implication is that the effects of economic research on the policy process
can be rather ephemeral. This is because research results themselves are often
short-lived — yesterday's breakthrough is passé today — and because the
policymaker’s demand for economic research depends on other elements in her
objective function. Because everyday economics is not systematic in construction,
practitioners are better able to accommodate competing claims, like those that arise
from political considerations. Thus, consumers of academic economic research will
accept its conclusions in some settings, but not in others. We suspect, for example,
that academic economists who were skeptical of the economic benefits of cutting
capital gains taxes in the 1980s would greet the current administration’s proposals
for “targeted” cuts in eapital gains with similar skepticism. We doubt that the same
can be said for many policymakers who concurred with the skeptical studies pre-
pared by economists in the 1980s. This need not imply that policymakers are
mendacious or that economists never are self-interested, rather, to borrow an
expression, that policymakers make decisions with more targets and fewer instru-
ments than do their academic advisors.

A further consequence of the rhetorical divide between academic and everyday
economics is that differences among economists about the implications of a shared
model — e.g.. disagreement about the size of the interest elasticity of saving, or
about the revenue elasticity of the tax rate on capital gains — may be seen by
everyday economics as a fundamental disagreement about how the economy works.
Such perceptions tend to reinforce and magnify political decision makers’ views of
economists as “quarrelsome folks who...cannot agree, cannot express themselves
clearly, and have strong ideological biases...,” [Rivlin, 1987, 5] which can undermine
the economist’s effectiveness in the policy process. Finally, the rhetorical perspec-
tive also implies that translating the results of academic research into “plain
English” is a necessary, but not a sufficient condition for bridging the rhetorical gap.
Explaining the life-cycle model of saving in plain language is useful, but doing so
will not in and of itself induce policymakers to adopt this model as the way to think
about incentives for savings.
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IMPLICATIONS FOR ECONOMISTS

If the rhetorical gap between academic and everyday economics has conse-
quences for how economic knowledge ig actually used in the policy process, what can
or should economists do in response? The most direct, but probably ’also least
feasible solution has been proposed by Alice Rivlin who suggests that economists
dfavote efforts to expanding the numbers of people who are well-versed in the
discourse of academic economics by “increasing the basic economic literacy of the
public, the media, and the political community” [1987, 8]. Get everyone up to speed
and we can minimize misunderstandings. ’

This is a noble idea. But while increased economic literacy would narrow the
rhetorical gap, a widespread outbreak of “economic literacy” seems unlikely. After
ail,.rational actors should already have recognized the returns to economie sc;phisti-
ca_tlf)n and invested accordingly. Maybe the costs of greater economic knowledge —
tuition expense and years of hard work — do not justify the benefits, which are
largely external. Perhaps we can see economic knowledge as a public good, where
policymakers and others are tempted to free ride. But millions of studenf,:s have
been through cur classrooms, and economists have introduced thousands of journal-
ists, judges, politicians and others to economic principles. Few convert. Most leave
the classroom and return to the everyday fold. Everyday economics is most unyielding

This is not to say that economists have no influence on public discourse. On the:
conifrary, many of our colleagues populate the highest reaches of government and
business and university administration. We know that our advice is sought out and

we are well paid for our expert opinion in courts of law and in private settings. We
might even say economists are influential, even if economics is not. But, we do not
know for sure. We have no systematic knowledge of how academic ideas about
economics affect the world outside the academy. This is a strange state of affairs if
one subscribes to the conventional justification of academic research, which is to
influence the thinking and actions of others. ,

This paper has offered a preliminary strategy — investigate the influence of
academic ideas by considering the interaction between academia and elsewhere as a
process, with special attention to rhetorical barriers which may hinder communica-
tion. Implicit in our approach is the notion that economists can profit by taking
seriously the everyday rhetoric of the agents we seek to understand. Watch what
agents do, not what we say they do, and we may come to understand why the
everyday world seeks refuge in everyday economics rather than listen to us.
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NOTES

1. “ITlhe ideas of economists and political philosephers, both when they are right and when they are
wrong, are more powerfil than is commonly understood. Indeed the world is ruled by little else.
Practical men, who believe themselves to be quite exempt from any intellectual influences, are usually
the slaves of some defunct economist. Madmen in authority, who hear voices in the air, are distilling
their frenzy from some academic scribbler of a few years back. | am suve that the power of vested
interests is vastly exaggerated compared with the gradual encroachment of ideas. Not, indeed,
immediately, but after a certain interval; for in the field of economic and political philosophy there are
not many who are influenced by new theories after they are twenty-five or thirty years of age, so that
the ideas which civil servants and politicians and even agitators apply to current events are not likely
to be the newest. But, soon or late, it is ideas, not vested interests, which are dangerous for good or
evil” [Keynes, 1953, 383-4[.

2. Defined broadly, any idea that concerns economic matters is an economic idea. An investor whoe
believes that World Series outcomnes affect stock prices is expressing an economic idea. Mereantilist
notions are still popular ideas, though they have no currency in acadernia.

3 Ours is not a novel obhservation. Craufurd Goodwin [1972] makes a strong case for the theoretical
returns to studying the relationship between economic theory and society.

4. David Colander reminds us that Neville Keynes's famous taxonomy proposed not two but three
categories: normative economics, positive economics, and the art of economics. Says Colander: “The
art of economics is applied economics. It relates the lessons learned in positive economics to the
normative goals learned in normative econornics” And, “Keynes argued that economists’ failure to
distingurish the art of economics as a separate branch from positive and normative economics would
lead to serious problems . . . he has turned out to be clairvoyant.” [Colander, 1992, 192].

5. (oedwin’s taxonomy of economic roles is (1) philosopher (read: scholar), (2) priest (read: practitioner),
and (3) hired gun (read: interpreter)}.

6. This view may be found, for example, among economists friendly to “new Chicago” economics. Robert
Lucas, a distinguished proponent, says: “One reporter once asked me what I'd do if I were on the
Council [of Economic Advisors]. I told him that Iwould resign.” [Klamer, 1983, 54].

7.  'The ideas in this section are due to Klamer and Leonard {1992].

8. “Greek letter econamics” is a term coined by Paul Krugman [1990] in his primer on econonices for non-
economists — an attempt to make “sophisticated” economics intelligible to the non-specialist.

9. Jeff Greenfield, a television journalist, has said that “Economics was once the blind date of journalisr.
Tt was better than staying home, but not mach” [Miller, 1989, 361.

10. The “model” described in these equations is hardly complete. It is meant to capture the essential
features of the type of model that econormists might use to frame the policy issue.

11. Ralph Landau is a PhDD chemist who has founded two highly successful businesses, and who, like
another entrepreneur-scientist, George Hatsopoulos, has taken a keen interest in what we have
termed academic economics.

12. Jack Kemp is a proponent of this view. Kemp, though a “tax eutter”, supported President Clinton’s
initiative to raise marginal income tax rates precisely because it would reestablish his main desiderata,
preferential rates for taxation of capital gains.

REFERENCES

Aaron, H. Politics and the Professors Revisited. American Economic Review: AEA Papers and Proceed-
ings. May, 1989, 1-15.

Allen, W. Economics, Economists, and Economic Policy: Modern American Experiences. History of
Political Economy, Spring 1977, 48-88.

Auerbach, A. Taxes and Spending in the Age of Deficits: A View from Washington and Academe.
National Tax Journal, Septermnber 1992, 239-41.

Auten, G, and Cordes, J. Policy Watch: Cutting Canital Gains Taxes. Journal of Economic Perspectives,
Winter 1991, 181-92.

Blaug, M. The Methodology of Economics. Cambridge: Cambridge University Press, 1980.

ACADEMIC RHETORIC IN THE POLICY ARENA 479

Buchanan, J. The Constitution of Econemic Policy. American Economic Review, June 1987, 243-50

Colander, D. Retrospectives: The Lost Art of Economics. Journal of Economic Perspectiv,es, Su@er
1992, 191-98. ;

Congressional Budget Office. Effects of Lower Capital Gains Taxes on Economic Growth. CBO Papers
Angust 1990, J

Eizens:;at',7 8. Economists and White House Decisions. Journal of Economic Perspectives, Summer 1992

5-72. '

Galbraith, J. The Grammar of Political Feonomy, in The Consequences of Economic Rhetorie, edited by A.
Klamer, D. McCloskey, and R. Solow. New York: Cambridge University Press, 1988.

Goodwin, C. Economic Theory and Society: A Plea for Process Analysis. American Economic Review May
1972, 699-709. ’

. The Heterogeneity of the Economists’ Discourse: Philosopher, Priest, and Hired Gun, in The
Consequences of Economic Bhetoric, edited by A. Klamer, D. McCloskey, and R. Solow. New York:
Cambridge University Press, 1988. )

Hamilton, L. Economists as Public Policy Advisors. Journal of Economic Perspectives, Summer 1992, 61-4,

Keynes, J. M. The General Theory of Employment, Interest, and Money., New York: Harcourt Brace
Jovanovich, [1936] 1953,

Klamer, A. Conversations with Economists. Totowa, NJ: Rowman & Allanheld , 1983.

Klamer, A. and Leonard, T. Everyday versus Academic Rhetoric in Feonomics. Unpublished, 1992.

Erugman, P. The Age of Diminished Expectations. Cambridge: MIT Press, 1990. ’

Ruhn, T. The Structure of Scientific Revolutions. (2nd edition). Chicago; University of Chicago Press, 1970.

Landau, R. Technology, Econamics, and Public Policy, in Technology and Economic Policy, editec{ by R.
Landau and D. Jorgenson. Cambridge: Ballinger Publishing Company, 1986.

Marshall, A. Principles of Economics, 8th edition. London: MacMillan, 1920.

MecCloskey, D. The Rhetoric of Economics. Jeurnal of Economic Literature, June 1983, 481-547.

Miller, M. The Case against Ted Koppel. The Washington Monthly, May 1989, 34.42.

Minarik, J. How Tax Reform Came About, in The Spread of Economic Ideas, edited by I}. Colander and A.
W. Coats. New York: Cambridge University Press, 1989.

Nelson, R. The Economics Profession and the Making of Economic Policy. Journal of Economic Litera-
ture, March 1987, 49-21.

Pavsons, D. The Power of the Financial Press: Journalism and Economic Opinion in Britain and America.
Brunswick, NJ: Rutgers University Press, 1989.

Rhoads, S. The Kconomist's View of The World. Cambridge: Cambridge University Press, 1985.

Rivlin, A. Economics and the Political Process. American Economic Review, March 1987, 1-10.

Rubm, T. Capital Gains Taxation: Incentive to Growth, in Technology and Economic Policy, edited by R.
Landau and D. Jorgenson. Cambridge: Ballinger Publishing Company, 1986.

Smith, A. An Inquiry into The Nature and Couses of The Wealth of Nations, edited by R. H. Camphell and
A. Skinner. Oxford: Clarendon Press, 1976 [17786].

Tinbergen, J. On The Theory of Economie Policy. Amsterdam: North Holland, 1952,



