
 
Economic Analysis: Boxed In -- What's a Tax Reform Panel to Do? 

by Martin A. Sullivan 
 
Tax Notes' economic correspondent Martin A. Sullivan takes a closer look at the Advisory Panel on Federal Tax Reform's 
structure and mandate, comparing the panel to the 2001 President's Commission to Strengthen Social Security. 
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There are two reasons for tax professionals to keep an eye on tax reform. First, over the course of the next year, tax reform will be 
going prime time, and everybody from your great-aunt to your most important client will be asking you what's the scoop. It's an 
opportunity for you to shine -- or to babble incoherently. Second, there is a chance (slim though it may be) that President Bush will 
succeed in pulling this off, and your professional career may be in upheaval.  

The first thing to look at is the newly created nine-member President's Advisory Panel on Federal Tax Reform. Former Republican 
Senator Connie Mack of Florida is the chair, and former Democratic Senator John Breaux of Louisiana is vice chair. Except 
perhaps for former Republican Congressman Bill Frenzel of Minnesota and former IRS Commissioner Charles Rossotti, the 
panel's other members have close to zero name recognition. They are Prof. Elizabeth Garrett of the University of Southern 
California, Prof. Edward Lazear of Stanford University, Prof. James Poterba of the Massachusetts Institute of Technology, Timothy 
Muris of O'Melveny & Myers, and Liz Ann Sonders of Charles Schwab & Co. The Wall Street Journal has called the members 
"pro-growth pragmatists" who will form "a panel that knows economics and taxes but also knows what the political market is likely 
to bear" (Jan. 10, 2004, p. A12). (For more on the panel members, see Doc 2005-891  [PDF].)  

At press time, the all-important position of executive director had not been filled. The executive director will be appointed by the 
president.  

The tax reform panel bears a striking resemblance to the 2001 President's Commission to Strengthen Social Security. The 
Advisory Panel on Federal Tax Reform was created by an executive order signed by Bush just before the beginning of his second 
term. The Commission to Strengthen Social Security was created by an executive order signed by Bush at the beginning of his 
first term. The 2001 and 2005 groups also have these similarities: members appointed by the president; leadership shared by a 
Republican and a Democrat; an executive director appointed by the president; a small committee staff; access to revenue 
estimates made by official revenue estimators; a set of "guiding principles" from the president restricting whole classes of options; 
a mandate to produce a public report in a little more than six months; public deliberative meetings without testimony; and the 
option to hold public hearings with testimony.  

There are, however, some differences between the two panels. These are listed in the table below. Some are significant, and 
some are apparently minor. In any case, somebody at the White House thought enough about these issues to make adjustments 
to the Social Security Commission model.  

Differences Between 2005 Tax Reform Panel and 2001 Social Security 
                            Commission 
_____________________________________________________________________________ 
                                                          President's 
                                 President's Advisory     Commission to 
                                 Panel on Federal         Strengthen Social 
Official Name                     Tax Reform               Security 
_____________________________________________________________________________ 
Leadership                        Chair, Vice Chair        Two Cochairs 
 
Number of Members                       9                      16 
 
Strictly Bipartisan                     No                     Yes 
 
Characterization of Result       "Revenue Neutral          "Bipartisan 
                                 Policy Options"          Recommendations" 
 
Submit Results to                 Treasury Secretary       President 
 
Administrative                    Treasury Department      Social Security 
Support and                                                Administration 
Funding Provided by: 
 
Interim Report                          No                     Yes 
 



Commission Announcement           January 7, 2005          May 2, 2001
 
Final Report Due                  No Later than            Fall 2001 
                                 July 31, 2005 
 
Time for Completion               6 months, 3 weeks        Max: 7 months, 
                                                          3 weeks 
                                                          Actual: 7 months, 
                                                          3 weeks 
 
Sources: Executive Order 13210, "President's Commission to 
Strengthen Social Security," Federal Register, May 4, 2001; 
"Executive Order President's Advisory Panel on Federal Tax Reform," 
signed by President Bush on January 7, 2005 (available at 
http://www.whitehouse.gov/news/releases/2005). 

Committee Work 
 
The Social Security Commission held seven public meetings (varying in length from three to six hours), each approximately one 
month from the other. The commission had scheduled a hearing for September 21, 2001, but it was cancelled after the September 
11 terrorist attacks. Testimony was also heard at the commission's August 22 and October 10 meetings. All of the gatherings, 
except for a September 6 hearing in San Diego, were held in Washington. The commission heard from a total of 32 witnesses, 
including members of the public, representatives of interest groups, and recognized experts. 

Within two months of its inception, the commission had a Web site (http://www.csss.gov, which is still operational). In August 2001 
it issued a 35-page interim report. On December 21 it submitted its final report to the president. The body of the 172-page report 
(with lots of white space) included three policy recommendations. Attached as an appendix to the report was a detailed 86-page 
memorandum from the Social Security Administration containing all the assumptions, calculations, and estimates underlying the 
report.  

What about the quality of the report? Although The New York Times columnist Paul Krugman strenuously disagreed with the 
commission's approach, his assessment that the commission's recommendations were "presented as confusingly as possible" is 
not just partisanship (June 21, 2002, p. A20). At points the report is simply incoherent and would be absolutely undecipherable 
without the Social Security Administration's technical memo. At other points, it seems to be deliberately misleading as it glosses 
over the unpleasant aspects of personal accounts favored by the president.  

 
Got No Time 

 
Unlike dozens of possible candidates, none of the members of the tax reform panel are publicly identified with fundamental tax 
reform plans like a national retail sales tax or a flat tax. And with the notable exception of Poterba, none of the members are 
career tax professionals with the expertise to fully digest all the complexities of reform. (For example, there are no tax lawyers on 
the panel.) That is not to say the members are not accomplished individuals with impressive records, or that only tax geeks (who 
got us into this mess in the first place) can lead the way to reform. But it does mean that given the tight time constraints, less than 
comprehensive knowledge of tax issues, and the necessity to meet other commitments (many of the unpaid panel members still 
have day jobs), the members are unlikely to be able to get sufficiently up to speed in time to provide consistent, forceful direction. 

And so the role of the executive director of the panel is critical. The executive director of the Social Security Commission, Charles 
Blahous, was no stranger in the White House. Before and after his service on the commission staff, he was a special assistant to 
the president, working on Social Security issues. Blahous is still the president's point person for Social Security.  

In the November 12, 2004, issue of the Financial Times, Jeffrey Brown (previously on the commission staff and now at the 
University of Illinois) had this to say about Blahous's current role at the White House: "Chuck might not be the public face, but he 
is essentially the one who will be running the show internally. . . . The President will make decisions, lots of other people will weigh 
in, but at the technical level and at the conceptual level, this is his baby."  

In the same article, Tim Penny, former congressman and a member of the 2001 commission, said of Blahous: "Chuck brought 
everyone to a place where we could sign off. He was determined, on behalf of the president, that it was going to be a unanimous 
rather than a minority report."  

Second to the role of the executive director is the role to be played by the administration's leading full-time tax official, the 
Treasury assistant secretary for tax policy. No matter how brilliant the director of the tax reform panel may be, putting together the 
enormous number of details required to produce an even moderately realistic "revenue neutral" plan will require lots of assistance 
from lots of Treasury staff. The panel's point of contact for tapping into that enormous pool of expertise is the assistant secretary. 
And since the panel's final work will be routed through the Treasury, the assistant secretary will continue to be an important player 
long after the only thing left of the panel is its Web site.  

This presents the administration with another significant tax reform staffing issue. On December 15 Greg Jenner unexpectedly 



announced his resignation as Treasury acting assistant secretary for tax policy. Eric Solomon, deputy assistant secretary, has 
filled the slot while the administration searches for what many believe will be a Bush "true believer" who will stay on the job to see 
tax reform through to the end. (See Tax Notes, Jan. 3, 2005, p. 12, for prior coverage.)  

So the stage is set for the appointment of an executive director and an assistant secretary who -- like Blahous -- will be team 
players and will be totally loyal to the president through a long and arduous debate.  

 
On a Short Leash 

 
For the many conservatives, like former House Majority Leader Dick Armey, R-Texas, and former House Ways and Means 
Committee Chair Bill Archer, R-Texas, who are devotees of fundamental tax reform, the president's requirement that the tax 
reform panel produce options "recognizing the importance of homeownership and charity in American society" must have sounded 
like fingernails on a blackboard. Even to liberal tax reformers, that would hardly seem the way to start thinking about reform. The 
hallmark of all types of tax reform is the elimination of tax breaks -- no matter how well lobbied for -- so that tax rates can be 
reduced. By requiring the preservation of tax breaks benefiting real estate and nonprofits, the president has snuffed out any hope 
of fundamental reform. 

Of course, there may be a good bit of practical wisdom in the president's approach. He may not be able to, or may not want to, 
take on the juggernauts of the real estate industry and the charitable sector at the same time he is fighting AARP on Social 
Security reform and Sunni insurgents in Iraq. As the January 10 Wall Street Journal said: "He wants a proposal that improves the 
current code but is politically achievable." But it could also be argued that this type of half-hearted tax reform is doomed to failure. 
Rather than stemming the tide, exceptions for housing and charities will only clear the way for more exceptions.  

 
The Good News 

 
Like the Social Security Commission's report, the tax reform panel's report is not likely to fade into blue-ribbon oblivion. It will be 
required reading during the August congressional recess. Like the Social Security Commission's recommendations, the tax reform 
panel's report is likely to be at the center of the debate. Why? Because it will closely reflect the president's views. That is no 
accident. And it will not be because the panel's report will be such a stunning piece of technical and political virtuosity. It will be 
because this panel, like the 2001 commission, was designed to do the president's will. 

Bill Frenzel served as one of the members of the Social Security Commission. At the commission's last meeting, on December 11, 
2001, he favorably but realistically assessed that commission's work:  

 
While it takes a group like ours to start the ball rolling, a brave President to make a recommendation, perhaps not this year, 
perhaps not next year, and following his recommendation, even braver members of Congress to step up. . . . So we 
understand we are not writing the law. . . . We are just getting the program started bit by bit. 

 
Frenzel will likely be able to make the same comments at the end of July. 
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