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Business Intelligence and the Elmendorf Rule 
By Dr. Ramon Barquin 

Douglas Elmendorf is the Director of the Congressional Budget Office (CBO). He has been 
in this post since early 2009 after serving for a few years as a senior fellow at the Brookings 
Institution.  

Now, thanks to Charles Krauthammer, a nationally syndicated political commentator, he has 
been immortalized as the creator of the Elmendorf Rule. You may or may not agree with 
Krauthammer’s positions in general, but he tends to do a good job of laying out his 
arguments in favor of or against an issue. In a Washington Post column (July 8, 2011) titled 
“The Elmendorf Rule,” Krauthammer expounds on the issue of the national debt ceiling and 
the Obama administration’s plan to address it.  

The Elmendorf Rule states: 1) You cannot estimate speeches, and 2) You cannot estimate 
leaks. 

Let me provide some background. On April 13, 2011, President Obama delivered a major 
speech outlining a plan to address the national debt problem. It was surely a political 
statement, as any such major speeches are prone to be, intended to convey intention and align 
support for a specific approach that the administration believed would eventually lower the 
national debt to a reasonable level. 

On June 22, two months after the president’s speech, the Congressional Budget Office 
(CBO) released its “Long-Term Budget Outlook,” a document that drew a rather bleak 
picture of the impact of our massive debt on the economy and its ability to bounce back from 
the recession. The CBO Outlook projected that in 2021 the debt would be 101% of 
GDP(Gross Domestic Product), meaning that it would be larger than the economy as a 
whole. By 2037, the CBO projects the debt to be twice as large as the complete U.S. 
economy. Anyone who has ever had a credit card or a mortgage knows, of course, that the 
larger the amount you owe the more interest you have to pay. Well, if the CBO Outlook is 
accurate, 20 years from today the federal government will be making interest payments 
amounting to almost 10% of the national GDP. The CBO’s message implies that tough times 
loom ahead for the American taxpayer if we don’t attack this problem now.  

At a hearing of the House Budget Committee the day after releasing its Outlook, Doug 
Elmendorf was asked what the CBO’s opinion was of the proposals presented in the April 
presidential address. His response was variant number one of the Elmendorf Rule: “We don’t 
estimate speeches.”  

In his column, Krauthammer comments on what he refers to as “highly placed leaks,” 
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suggesting that the president is “prepared to offer Social Security and Medicaid cuts.” To 
these he responds toward the end of the column with variant number two of the Elmendorf 
Rule: “We don’t estimate leaks.” 

Let’s examine the premise of the Elmendorf Rule, since it is most relevant to business 
intelligence (BI) practitioners, especially those of us who live inside the Beltway. Can we 
estimate speeches? Can we estimate leaks? Ultimately, it was the second part of Elmendorf’s 
response to the House Budget Committee that was most relevant to BI. He said, “We need 
much more specificity than was provided in that speech.” 

And, of course, he was right. Yet there is a lot that we can do with the BI toolkit that will 
assist decision makers attempting to make sense of emergent public policy.  

In effect, public policy is not made instantaneously; rather, it is the result of significant 
discussion where different positions are debated in the public policy arena over a period of 
time. From that debate, in which issues and positions are examined, argued, attacked, 
defended and refined, specific programs emerge that are carried forward as possible solutions 
to problems. It is usually at this point when a proponent must provide a budget, or equivalent 
accounting document, addressing the cost of such a program. And for any national level 
initiative, it must be defined and presented so Congress can vote for it and appropriate the 
necessary funds to make it happen.  

In one of my previous columns ("Business Intelligence and Decision-Support: Some 
Thoughts for the Public Sector", February 2005) I tried to explain the process by using 
privatization of Social Security, an issue that was hot at the time, as an example of how 
public policy is made. And I stated that “ultimately there will have to be millions of decisions 
made for hundreds of thousands of situations involving the establishment of thousands of 
specific programs, policies and/or practices dealing with the topic.” In fact, we would need 
answers to a large number of questions before we could run the numbers to determine exactly 
what the specific financial or budgetary implications would be. But while there are dangers 
in oversimplification as we go into implementation and production, there is often advantage 
in simplification as we start the process of analysis and design. 

Speeches can serve as initial frameworks from which metamodels can be built. Assumptions 
can establish the base for initial values, ranges and domains for key variables. Refinement of 
these assumptions can occasionally come from leaks. Why not? The result of early analytics 
using a speech can serve the purpose of reality checks and be useful input – potentially very 
useful input – to the discussion and the debate. 

The Elmendorf Rule is a good one in general, but I am inclined to believe that any business 
analyst worth his or her salt starts to quantify programs, projects, proposals and initiatives as 
early as possible with whatever data they have at hand. Further research and many 
assumptions will get the ball rolling and the analysis will fuel the debate.  

Even Doug Elmendorf may have had no choice but to do some analysis himself. With a 
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Harvard Ph.D. in economics, he has had many positions where early quantification and 
economic modeling were paramount. At some of his previous jobs at Treasury, the White 
House Council of Economic Advisors or as Assistant Director of the Division of Research 
and Statistics at the Federal Reserve Board, we know he worked on budget policy, Social 
Security, Medicare, national health care reform, financial markets, macroeconomic analysis 
and forecasting, and other topics.  

It will be fascinating to see what he can do with his skill set when he has to start his analysis 
by estimating speeches, leaks and other artifacts of the public policy arena.  
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Data Privacy and Integrity Advisory Committee; is a Board Member of the Center for Internet 
Security and a member of the Steering Committee for the American Council for Technology-
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Dr. Barquin can be reached at rbarquin@barquin.com. 

Editor's note: More articles from Dr. Barquin are available in the BeyeNETWORK's 
Government Channel.  
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