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Elaine Shen, South Coast Air Quality Management District

My name is Elaine Shen. | am Program Supervisor for Socioeconomic Analysis at the South Coast Air
Quality Management District, the air pollution control agency for the Greater Los Angeles Area. Our
region has about 17 million residents, just under half of the entire California population.

| want to thank EPA for organizing this panel. Many of the charge questions and the panel’s responses
will have significant implications not only at the national level, but also at the regional and local level as
we often look up to EPA for best practices.

| am an economist in training, and | have published papers where my co-authors and | built inter-
temporal dynamic CGE models to study topics unrelated to environmental regulations. It’s been almost
two years now since | joined our agency. Over the past two years, | have learned that it can be extremely
challenging to strike the balance between legal requirements, the policy relevance of our analysis, and
academic rigor. California Health & Safety Codes require that our agency analyzes the employment
impact of our proposed regulations and amendments. Therefore, any model that assumes full
employment becomes impractical for our analysis. And even if labor market frictions could potentially
be built into CGE and DSGE models, the associated parameter will likely need to be calibrated to
historical data and not a truly endogenous effect in my opinion. Also, much of the employment impact
could be transitory—for example, the short-term increase in labor demand to install pollution control
equipment—therefore, a long-run model could lose its policy relevance if it cannot capture short-run
effects. For these reasons, during last two decades, our agency has been using a commercially packaged
I-O macroeconometric model for our legally required socioeconomic analysis.

While | believe it’s extremely important that EPA organizes this panel and look for ways to improve
benefit-cost analysis with economy-wide models, | am also concerned by the potentially further
divergence between EPA’s analytical approach and our practice at the South Coast AQMD. At times, the
lack of resemblance or comparability to EPA’s analysis could subject us to external criticism. Therefore, |
would like to urge EPA and the panel members to carefully investigate the issue of modeling
employment impact.

Finally, our agency has been repeatedly requested by stakeholders from the business community to look
into the topic of health impact of unemployment, especially of any changes in employment status
caused by air regulations. As one of the charge questions pertains to this topic, our agency will be highly
interested in any discussion and development in this area.

Thank you for the opportunity to speak.



