






























































Jack Kennedy came into the White
House determined to dismantle his
Republican predecessor’s rigid,
formal staff organization in favor of
a spontaneous, flexible, hands-on
we— management style. Thirty years later
Bill Clinton seems determined to
do the same thing. He would do well
to remember that what it got JFK was
the Bay of Pigs and the Vietnam War.
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John E. Keri;fiedy he thoght that removing President Ngo Dinh Diem would be
a big mistake, unless the United States had a successor in the wings. Remem-
ber Cuba, Zablocki said. “Batista was bad, but Castro is worse.”

It was a little late for that. By then Kennedy was just about ready to sign off
on the overthrow of Diem. In Saigon, Ambassador Henry Cabot Lodge and
agents of the Central Intelligence Agency were aiding and encouraging the plots
of various coup-minded Vietnamese generals. In Washington, schemers in
the State Department, led by Averell Harriman, had persuaded the President that
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: Con\‘lers.ati.ons / David Card and Alan Krueger

‘Two Economists Catch Clinton’s Eye

By Bucking the Common Wisdom

 —

By SYLVIA NASAR

WASHINGTON

CONTROVERSIAL memorandum

from Robert Reich, the Secretary of

Labor, has been making the rounds

here recently. It urges the President

to propose not only a rapid 25-cent increase in

the $4.25 Federal minimum wage but auto-

matic annual increases in the minimum pay

of everyone from McDonald's kitchen crews
to Marriott chambermaids.

That may seem a bit strange
from someone who says he is a
New Democrat and considers
himself a champion of disadvan-
taged workers. Economists, neo-
liberals and advocates for the
poor have long believed that
making it more expensive for .
business to hire the young, the
least-skilled and the least-edu-
cated means fewer jobs for peo-
ple who most need a break.

But the Labor Secretary
thinks otherwise — and one rea-
son, it turns out, has a lot to do
with research conducted by two
young iconoclasts who have
made names for themselves in
academe and are now being
talked about in Washington.

The two, David Card, 37 years
old, and Alan Krueger, 32, are
economists at Princeton Univer-
sity and pioneers in a new kind
of survey research. Sometimes
together, sometimes with collab-
orators like Larry Katz, Mr.
Reich’s right-hand economist —
have found that testing the con-
ventional wisdom on trendy top-
ics like the minimum wage,
mandated benefits and immigration can
yield a rich harvest of unexpected results.
Quite often, they argue, the received wisdom
is simply wrong.

‘“Other economists think we're out here
doing cold fusion,” said Professor Card, a
Canadian who retains many of the hard-
working, conservative tenets of the farm
community he grew up in. “People assume
we know no economics, but we just think the
conventional model should be tested.”

If the two were merely academic Luddites,
smashing the elegant theoretical machinery
of conventional economics without creating
credible alternatives, nobody in the field
would pay much attention to them. But that's

not the case. Professor Card ranks third in -

the country in terms of articles in top eco-
nomics journals, and edits the profession’s
most prestigious mathematical journal. Pro-
fessor Krueger, no slouch either, recently
was the object of a bidding war between
Princeton and M.L.T.

-The New Jersey Test

Their studies of the minimum wage have
attracted the most attention. Classic econom-
ics assumes that a higher minimum puts
more money in the pockets of some low-wage
workers, but forces others out of work, dis-
missed by companies who cannot afford to
pay them. Professors Card and Krueger de-
cided to test that when New Jersey, in the
middle of a recession, raised the minimum
wage in the state to more than $5.05 — 80
cents higher than neighboring Pennsylvania

€y surveyed 400 fast food restaurants
and found that those in New Jersey actually
added 2.5 workers after the minimum wage

Princeton economists David Card,

went up. In Pennsylvania restaurants, mean-
while, payrolls shrank. i

Why should bosses hire more workers if W
it's more expensive to do so? The two econo~

mists speculate that any fast-food restaurant

typically operates with a couple of vacancies:
' it can’t fill because it doesn’t pay

enough.
“If you raise the minimum a little,” said
Professor Card, “teens who are sitting home
g0 out looking for jobs."
Professor Krueger said the study

well. “There are lots of concerns abou f:
¥,

They use control
groups in their
research, and test
minimum-wage
theories by surveying
' the managers of fast-

food restaurants:—

ness,” he said. “The conventional economic
model ignores those concerns. It assumes
people make decisions about where to work,
how hard to work or how to treat customers
on purely economic grounds.”

They also caused a stir challenging the
usual thinking about benefits that the law
sometimes requires employers to offer their
workers — health insurance, workers com-
pensation and the like,

Professor Krueger studied pay and bene-
fits in the trucking industry and concluded
that the workers — not the employers — are
the ones who ultimately pay for the benefits.
When benefit costs are pushed up by either
market forces or government mandate,
wages tend to go up more slowly. In states
with high worker compensation coverage,
pay tended to be commensurately lower.

And most economists will say that a surge

shows
that the labor market is a social insmuuo;‘:’ !

Frank C. Dougherty for The New York Times - rich r
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‘unemployment for the American
18 Poor. But Professor Card's study of
; béatlift in Florida
led black workers
100,000 Cubans.
critics, who say that
conclusions, like the
im wage, can’tbe gener-

observation,” Profes-
. “It's always possible that
¥ncratic thing that you've
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some generation who have
taken posts in the Clinton administration —
their scientific detachment! They insist, for
example, that they are not prepared to tell
the President, via Mr. Reich, that it's a good
idea to put the Federal minimum wage on an
escalator. Or that making employers

insurance for all their workers is a bad idea,

Taking sides would conflict with their main
mission — testing whether the labor market
really works the way the models say. “I
really view what we do as scientific resarch
rather than partisan input into some particu-
lar policy,” Professor Card said. ‘‘Suppose
we say we believe that the minimum wage
should be higher. A lot of people would for-
ever think our results were rigged.”

But they aren’t laughing at the idea that
someone might be listening.

‘“Milton Friedman, who never was C.E.A.
chairman or Fed chairman or anything like
that,"” Professor Krueger said, “is the most
influential economist alive today.”
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