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TESTIMONY OF HON. SLADE GORToN, A U.s. SENATOR FROM 

THE STATE OF WASHINGTON 


••Senator Gok'tON. I guess 1 am the person who was associated 
with Mr. Raines longer than "ny other, since he comes from Seattle ,! 
and because, before he was out of his teens, he was working on var. 
ious pn'Jjects within the purview of Governor Dan Evans. ! 

This is an overachiever, Mr. Chairman. I think that is the best I 
POSSible description of him. He Was a tremendously oUist..'lndi.'1g I . 
YOUng man, eVen in high SChool in Seattle. While he Was at Har~ I 
vard College, he Rpent at least Some of his SUmmers on various irn~ • 
portnnt civic activities in the State. After he finished law school, "! 
he returned for a while as an associate at one of OUT moSt outstand~ 
tng law firms and worked in a legion of civic activities. . 

So When ho did move back East, while he Was making a tremen
dous contribution I am sure to his own family and career and to 
the United States as a whole, his leaving was a great loss to Seattle. 

. Now. he s€eks to take a tremendous fay cut to muve into a vi

taUy important job in our ,b'1lVernment. am certain I will have a 

significant number of disagreements with him in the position that 

he seeks} but I know that he is goj~ to do an outstanding iob, that 

he Will tnoughtfuUy. defend the positions that he takes, and that he 

will be a credit to hi!': administration, to the Federal Government 
as a whole,and to his country. . 


Mr, RAINES. Thank you, Senator. 

Chairman SnlYENS..Thank you very much, Si:matcr (~rton, 


. Now, Senator Murrny ha.s said that she may Come down, She is 

involved upstairs, but we win leave 8 place in the record for her 

statement and call now on you, Senator Moynih~n. . 

TESTIMONY OF liON. DANIEL PATRICK MOYNIHAN, A U.S. 
SENATOR FROM THE STATE OF NEW YORK· 


Senator MOYNUtAN. Thank you, Mr. Chairman. 

I would follow up exactly in the terms that Senator Gorton has 


spoken, I had the honor and I so state of bein~ one of l''''rank 

Raine$' teachers at Harvard College. We were ln seminara t\r. 

gether, and he was often in our house on Francis Avenue. We have

been friends now for the Jung(>st while. 


I think it will do nu hl1rm before this Committee to tell you that, 

he spent s year in the White House'on the urban affairs staff in 

the first administration of President Nixen. He has gune On to , 

many other things. He is. of col,Irse. a graduate'of HarVard. College, 

of Harvard Law School. He- is a Rhooes Scholar. He has inter.. 
 IRpersed his activities in the "private sectOr with public service from 

,the beginning, as Senator Gorton said. It is 'perh3p~ particularly 
important that he served as associate director of the Office of Man
agement and Budgut in the administrati{ln {lrPresident Clinton: 

I Commend him to the Committee with a great sense of honor, 

and I have to say that in present cirCUmstances, 1 expect. that I wiU i 

disagree with him as often as Senator Gorton, . , " 

Chairman STEVENS. Thank you very much, Senators. We appre.
date very much your appearance. I know you have ceme at shortnotice. . ' , /,., 

I 
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Mr. Raines l it has been" short notice fer all of us. We appreciate 
your courtesy in coming here at an odd time. We may be caned 
back up to the floor for a vote, but we are going to try to keep this 
going until we- cnn find a way.to finish the matter. We do have B 

markup scheduled for Thursdny, and we have H~ted yeur nomina
tion as being ready for consideration at that time. . 

OUT Committee does have a relationship to the Office of Manage
ment and Budget that no other committee has, not only because we 
hold your confirmation, but because so many oi the issues that will 
come across your desk reany deal .with matterS that au under the 

'jurisdiction of this Committee. and in tenns of the legislative ini.
tiatives that you will bring forward and in tenus of the vurious ag~ 
peets of the laws that you wiH act under. really affect our Commit
tee primarily, So we are l?leased t6 have the chance to review your 
experience and qualifications and suitability to serve in ~e posi
tion for which you have ~n nominated. _ . 

1 have to state for the record that you have responded'to the bi!r 
graphical and financial questionnaires and answered written pre
hearing -questions. We will make those responses a part of this 
hearing record. -, 

Senator STEVENS. 1 want to recognize Senator Glenn for any
opening statement he may wish to make, 

. OPENING STATEMENT OF SENATOR GLENN " 
Senator GLENN. 1 do have a short statement, Mr. Chairman. 
Welcome to our bearing tOday, Mr, Raines. J am glad we can get

this done wday. I understand you were able to take your family 
down to Atlanta over the weekend, and I am sure you witnessed 
all the pageantry and competition there. The job you are going into 
is going to be of Olympian proportions also, I would say; you are 
going to need the same kind of dedication that all these athletes 
have down there. But with your background, I would carry that ene' 
step further and say yOll should be s' Gold Medal favorite at this 
pointl with the baek~und you have for this. 

You win be entenng an arena-:-and I have wld previous people 
this when they have come before this Cemmittee for this positi<lR. 
and I do not say thls lightly; I really do believe it-I· think this wiH 
be the second most important position in government. I do. not 
think anybody has more impact on what happen."l in this country
even the Vice Prcsident-J:u:!> is doing governmeJ:lt reform and all 
these things that are very important-but you are where the rub
ber meets the road; you arc. going to be where it an oomes together 
and having to put the priorities of this cou~tr)' out there in front 
-of the budgeting process. There is no more important job in govern: 
ment, I do not think, except the President's. . . _ 

So' as far as I am concerned. you nre going into the second most' 
important spot in the government. I do not say that politically. at 
all. 1 say it as' nonpolitieaHy ns I possibly can. 1 have told people 
like Dick Darman and othere, going back through tbe years, eXM 
actiy the same thing, because I really do believe it. . . 
. OMB is where it all comes together. It is where you refled the 
priorities! You have a major impact on'that. You. are going to Tee· 
ommend where every doUar orOut revenue gets spent..We have lit· 
ernlly thousands of programs that have to be managed, and that 
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brings us tOo something else, -which is the <OM" in OMS, which t 
think almost every person over there has fallen short on emphasiz
ing tv the degree I would like to see it emphasized-the "Manage-
mentll part of OMS. It was changed back when this waa just Bu~ . 
reau of the Budf!et, and the "M" was delioot'ately put itl. And this 
Committee, as _the Chairman said, has had a major role in some 
of those areas, too, We passed the CFO legislation which you are 
goiug tv be respunsible for implamtmting, and it is just now OC-gi.'l~ 
ning to take a bit in government, as I am sure you would probably 
agree-just beginning to take effect. Before 1990, we did not even 
have to have every department and agen<=), audited on a yearly 
basis, They would just ask fOT more moOney, and we would vote 
something, and away they Would go. They di~ not even have to· 
have til bottom line audit at the end of every year, Wcl~ we have 
to do that now. . 
. We have expanded the las, and new procurement legislation, ao 

the point .is. we have given you a lot of tools to work with over at 
OMB, but it is going to be up to you how you' go at those things 
and how you .use those tools, I cannot imagine anyone more quali
fied than you arc when 1 look over your resume. You first got your 
feet .wet working in the White House, 8S Pat said a moment ago. 
You served as domestic" policy advisor to President Carter and as 
associate program director at OMB at a time when we were reany 
involved in set,t~ng up ,a lot of our government managetnent laws, 
sO' you are familiar wlth that. . 

After your first tour at OMB, you served as general partner at 
Lazard Fro:res in New York; in 1991 •. yOtl became vice chairman 
and director at Fannie Mae. You showed your commitment to pub~ 
lic service by devoti.ng your time and effort. to a broad array of Fed
eml and local advi.sory groups. 

I think it is clear to anyone revittWing your di.stinguished car€er 
that you know the Vlhite House and the executive branch. You, 
have previously served at OMB, and you may be the first director 
ever to have as broad a background as you have and successful ex~ . 
perience in the private sector as wen, So you know what drives our 

. !1larket economy in this country also, and you will have a major im: 
pact on that.. . .. ' 

1 think 1 would have to r'ank your skms and q~a1ifications at the 
highest level camp.aTed with ycmr pr~ecessorH.. . . 

So, while. it is certainly not an eaRY j(lb-it. is fraught:with de
manda and headaches', large and smuU-I am glad you have aerop-t..

~ ed the President's ~uest, .and 1 think·you .will do a great job for 
. .•. country. and that i~,th~ hmain,thin~. I.look.forward t<l working . .:':'. ,;, :. '.:-". 

hearing now 
myself. 1 bad 

......" ........'" ......L ~ um:;~ ask you because they 
n~this Committee, so let me !Start off with 
i:4i:i'f>;1:'::~~' :,'
::"••~:••.L' ..... '. • 

Is there anything you arc aware of in your backgr~und whlch 
mi~ht present e. conflict of interest'to the duties of the office to 
which you have been nominated? 

Mr. RAINKS, No, Mr, Chairman, snd I believe that [ have tttken 
the appropriate actions in resignationn and I"L'eUsaJs that, where II have had relationship in the past~ I will sufficiently be excluded! ftum those turrting into conflicts should I be confirmed. 

I Chairman S'rEVli:NS. You have indicated plans to l1!CU!le yourself}, 
as yuu said j from a;ny particular matter directly and specifi'cally af~ 
fectlng the l'-'eder&l National'Mortgage Association and from any. 
partiCUlar matter In which the Federal·National Mortgage Associa
tion is a party Qr represents B party. Now, I run. informed that this 
reeusa) does not include matters of policy, budgeti~ or regulat'ion. 
affecting housing, financial services or mortgage banking sectors 
gertel'a1ly. How will you deaJ with the possible conflicts and policy 
issues involving GoVernment Sponsored Enterprises. the GSEs, or 
other housing or mortgage .policy issues that may arise? 

Mr. RAlNES. Well, Mr. Chairman, first of all. I will have eHmi~ 
rtated 411 financial intereSt that' I have in Fannie Mae Within 90 
days of the time that I would take· office. Also, to the extent to 
which there is any relationship with Fannie Mae. I will have ac
quired an insurance policy to cover my pension and my deferred 
compensation, my pension-like compensation,· which would con
tinue so that I would have no interest in the continuing Success of 
Fannie Mao in any form, . 

I will have no ongoingTmancial interest in Fannie Mae. Never~ 
theless, 1 have agreed to recuse myself from any matter whieh par~ 
ticuJarly involves Fannie' Mae and any matter: in which Fannie 
Mae is a party or repreEents a party. 

Chairman STEVENS. But you would s011 be dealing with policy 
matters that affed the same areas from which you have come. You 
have recused yourself from the particular issues involving Fannie 
Mae. as I ~ndcrst.imd, in which Fannie Mae is a party or rep
resents a party. but what about the general policy. issues that win 
have an overwhelming impact 'on the future of Fannie Mae; isn't 

I 

there a conflict there, too? 
Mr. RAINF.s. If it has a direct impact on Fannie Mae---any Jegis> 

lation. fOT example, any regulation that has a direct impact on 
. Fannie Mae---I would be recused from. What I would not be 
'recused 'from, for example. is poHcy affecting FHA and housing. I 
would not be recused from student loan policy !'!Ven though .there 
1s a government--sponsored enterprise that is involved with student 
loans. I would not 00 recused from college construction cven thuughI 	 .there: is a aSE.


I One of the problems with complying with the ethics regulations 

and being the Director of OMB is that there is very Httle that you


i are not involVed u), The OMB Director, as Senator Glenn indicated,

·t 	 is involved in virtually every polk-y matter across the entire gov-' 

emment, so that by eliminating uny ~onornic interest and by eo
suring that where Fannie Mae or. Fannie Mae's interests are di
redly involVed that I will reeuse myself. I am very hopeful that we 
have d!!alt with the ethics question, And ~his has been, I think, 
agreed to by both the ethic'!, officer at OMB and the Office of (rl)v

- ernmcnt Ethics. 'T 	 , 

http:devoti.ng
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Chairman STEVENS. Mr. Raines, we are going to set this-aside. 
Senator Faircloth. it is nice to see you here. .... :, 

TESTIMONY OF HON. LAUCH FAIRCLOTH. A U.S. SENATOR 
FROM THE STATE OF NORTH CAROLINA - '; 

Senator FAIRCLOTH: It is nice to be here, and it is nice to be here 
for Frank Raines, a fellow North Carolinian. I·do have a statement 
I would like to put iIi the record. 1 am vcry much in support"ofhim. 

Chairman STEVENS. We are pleased to have your statement in 
support of the nominee, .Senator Faircloth. Thank you' for 'taking 
the time to come. . . 

Mr. RAINES..Thank you; Senator. _ 
{The prepared statement of Senator Fair~loth follows:! " 

PREPARED STATEMENT OF SENATOR FAIRCLOTH . 

Mr. Chain:nan, I.am pleased to come before your Committee ill supPort of Frank 
Raines to be Director of the Office of Management and Budget. _+_ 

I am Chainnan of the HUD Oversight Committee on the Banking Committee. 
Earlier this year, when I held oversight hearings on Fannie Mae, I was able to get 
to know Mr. Raines. . ' • 

During our meting, I found out that his father and family are from Apex, North 
Carolina, and that he returns there frequently for family reunions. I also discovered 
that Mr, Raines had a strong background in the private sector. 

I was surprised a few months later to learn that the President had nominated 
Frank Raines to be his Budget director. '. . 

The job of Budget director is incredibly important to the future of this country. 
We are five trillion dollars in debt-and it's getting bigger. Every day we borrow 
$160 billion that we do not ha'fe. I do not see how any responsible person in public 
office can continue down this. road without endangering our children and grand· 
children's future. . 

To me, the best Children's Defense Fund is a zero national debt. 
I think-and I hope-the nomination of Frank Raines can make a difference in 

this regard. First, because he has roots in North Carolina, I trust that he brings 
a great deal of common sense to this job. _ 

Because of his business background, I hope he will be more sympathetic to the 
notion thst we have to balance our budget and reduce our national debt-and that 
we have to do it soon. I have every confidence that he will help in this errort. 

Mr. Chainnan, thank you-I would' urge the Committee to act favorably on the 
nomination of Frank Raines. . 

Chairman STEVENS. Senator Murray, do you have a statement 
~at you would like to present at this time? 

TESTIMONY OF HON. PATrY MURRAY, A U.S. SENATOR FROM 

THE STATE OF WASHINGTON 


Senstor MURRAY. Thank you, Mr. Chainnari,' and I will submit 
my prepared statement for the record. But I wanted to come down 
and let the Committee kn'ow that this nominee has bipartisan sup
port. Senator Gorton was here earlier. 

Frank Raines has been an admirable member of our community 
and is strongly supported. -I want to put in a good word for his 
stewardship at the Fannie Mae program and just let you. know that 
we are very proud of him- in the State·of Washington. At a time 
when many people are not contributing to their'government, opting 
out of -government service, it is a delight to find somebody like Mr. 
Raines, who is willing to do this, and I just wanted to be here to 
thank him and' to urge your support. 
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Chairman STEVENS. Thank you, Senator Murray. We will print·
your- full statement in the record and are pleased that you came 
down to appear today. . 

Senator MURRAY. Thank you.
Mr. RAINES. Thank you, Senator. 
(The pr~pared statement of Senator Murr~y follows: 

PREPARED STATEMENT OF SENATOR MURRAY 

Mr'- Chairman, it is a pleasure to be here this afternoon with SenatoI'll Gordon 
and Moynihan to introduce Mr. Raines to your Committee. I believe our bipartisan 
support for Mr, Raines' nomination speaks highly of his qualifications and our ex
pectations of his ability to manage the Office of Management and Budget.

Mr. Chairman. it is always a pleasure to see talented, skilled individuals atep for
ward to serve the public by working in the government. We are all aware of the 
cynicism and skepticism associated with government service today, and I often fear 
today's vogue government.bashing deters many of our best'and brightest from gov
ernment service. . 

·Mr. Raines' history of public service is something to be proud of, and I commend 
him for his willingness to' serve the people. AJJ I am sure Senator Gorton agrees, 
it is always a proud moment when individuals from Washington Slate decide to get
involved in our government. 

Frank, a native of Seattie, displayed his interest in politics and government serv· 
ice at an early age. He was student body president of Franklin High, and in the 
summers following high school, Frank worked in our State Capitol for Governor Dan 
Evans. . 

Frank eventually moved on to work in the White House, on of all issues-welfare 
reform, and then In the OMB. He spent time in New York honing his skills in in· 
vestment banking and became a financial advisor to many States and local govern
ments including Chicago, Seattle, Iowa and Texas. _ 

This is just a brief analysis of the wide and varied experience that makes Frank 
qualified to be OMB Director. I didn't even mention his constant, active and admira· 
ble role in community service-service that has continued wherever Frank lives and 
works. 

And finally, we must acknowledge his good stewardship at Fannie Mae. Due !n 
part to his work, America i9 now experiencing its highest rate of home ownership 
III almost 15 years. 

So, Mr. Chainnan, I am pleased to introduce Mr. Raines to your Committee and 
I thank you for your time.. 

Chairman STEVENS. Mr. Raines, do you know of any reason, per
sonal or otherwise, that would in any way prevent you from fully 
and honorably discharging the responsibilities for which you have 
been nominated? . 

Mr. RAINEs. No, sir, I do not. 
Chairman STEVENS. And do you agree without reservation to re

spond to any reasonable summons to appear and testify before any 
duly-constituted committee of the Congress if you are confirmed? 

Mr. RAINES. Yes, I do. . " . 
Senator STEVENS. Would you like to give your statement now;

Mr. Raines? . 

TESTIMONY OF FRANKLIN D. RAINES, NOMINATED TO BE 

. DIRECTOR OF THE OFFICE OF MANAGEMENT AND BUDGET 


Mr. RAINES. Thank you, Mr. Chairman. '. 
I certainly appreciate the' great effort the Committee has made 

to make this hearing possible today and to consider my nomination 
to serve as the Director of the Office of Mamigement and Budget. 

I appreciate also the opportunity, Mr. Chainnan, that you gave 
me to introduce my family. I would also like to express my appre
ciation of the presence of several friends and colleagues who 'are in 
the audience. 
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1 regret that my parents, Detno and Ida Raines and ~y brothers 
and sisters: could not be here today, but. they ad live a great dis* 

. t.anee from the Capitol. .
And I particularly want to thank Senators Moynihan: Gorton, 

Murray and Fairdoth fOT their generous introductory statements. 
1 am truly grateful that they took the time to appear in my behalf. , 

On April 12 of this year, President Clinton announced his inten-" 

don to nominate me to serve in his Cabinet as Director of the Of

fice of Management and Budget. I consider it a great honor to.have 

bean asked by t.he President to take un this assignment and iii 

privilege to have the opportunity to help the President ereate eco· 

nomic policy, balance the budget, invest in the Nation's future and 

improve the productivity and efficiency of the Federal Government. 

1 look forward to the chance to get to work. 
. 1 come before the Committee with a background in busim,,'$s. go", 
emment and nonprofit organir.ations that prepares me well for the 
many facets of OMB.My fitst Job was at Irving'S Grocery, the small store in our neigh~ . 
oorhood in Seattle where, at the age of S, I wurked each day af\;er 
school and on Saturdays. My current job, almost 40 years later, is 
with Fannie Mac. the largest corporation in America, when meas
ured by assets. '.I have worked for the Seattle Model City Program in local gov
ernment mld on the White House staff during the Carter adminis~ 
tration. I have assisted clients to raise over $10 biUion in the finan
cial markets while a partner in a WaH Street Hrm and helped local 
organizations raise thousands of charitable dollars for scholarships, 
health eare. the homele.'>S, AIDS treatment, and human rights. I 
have served on the boards of two universities and as a trustee of 
the local Black Student FUnd. If confirmed; I will be one of only 
a few OMB Directors who previously worked in the agency. . 

I mention aU this to simply assure the Committee that I ·have 
the breadth of experienee necessary to fulfU1 the broad responsibil
ities of Director of OMB, .

If I may, please allow me to make -a few comments about some 
. of the substantive issues that face the Director of OMB, 

One of the jobs of the OMS Director is to serve as a senior ear 
nomic advisor to the President. We' are currently enjoying one of 
the longest p.conomic expansions in 50 years, with an unemploy
ment rate of 5.6 perti'Jint, inflation under 3 percent, and interest 
rates low enough to drive the home ownership rate up to the high· 
est level in 15 years. This outstanding economic performance is the 
result of complementary fiscal and monetary policies that have fa· 
cilitated steady growth, the creation of 10 million jobs in less than 
4 years, and increased tu'rcvenue, 

1 hope we can extend this economiC rewrd by continuing ftscal 
and monetary policies which provide support for the resurgence of 
American business competitiveness in world markets. j also hope 
we wi11 see improvements in produdivity which will lead to im
pro\tements in rea) wa~es for American workers .. 

By 1993, most of us m the. private sector despaired that the Fed
eral Government would ever reduce its budget deficit. When Presi
dent Clinton took office, OMB projected a deficit of $298 billion for 
fiscal year 1996 if major changes in revenue ami spending were not 
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made.. In its most recent estimate, OMR now projects a deficit for 
fmc.al 1996 of $117 billion, a reduction of?O percent. As·a pereent~ 
age of gross domestic product, the budget deficit has declined from 
4,7 percent to 1.6 pereenl between )992 and 1996. This is a Ti? 
markable achievement, unrivaled among industrial nations, that 
should make both the President and the Congress proud. 

The President has also presented a plan to achieve a balanced 
budget by the year 2002. whether measured by OMB or Congres
sional J)udget Office. economic assumptions, As the budget is 
brought into balance over the 10 fiscal ye.ars from 1993 through 
2002, OMB projects that $3 trillion less debt will be added to the 
national debt as a result of tile President's plan. The national debt 
will dediM from 50.6 percent of GDP at' the end of fiscal year 1992 
to 42.6 percent uf GDP at the end of fiscal year 2002.. 

I view it as the job of the OMB Director to help build and sustain 
the consensus necessary to actually deliver on the promise the ad~ 
ministration and Congress have made to the ,American people to 
balance the Federal budget by 2002 and -reduce the burden of the 
national debt. In that spirit. I hope that negotiations can be re.
sumed on a bipartisan, multi~year balanced budget agreement. 
Such an agreement would continue the momentum for :reaching 
balance and give confidence to business, workers and investors that 

, sound fiscal policies will be pursued in the futUre. 
Like most Arneric~nR, I have watched the great debate here in 

Washington over the allocation of scarce Federal dollars within the 
context of a balanced budget: As you consider my nomination, you 
should know that I agree with the priorities advocated by the 
President. I believe that investments in education, training. the en
vironment tUld nntiunal defense are critical to the future economic 
and physical security of the Nation. I aloo hope that the means will 
be identified to increasc investment in Gur national infrastructure, 
which is one of the most vital governmental contributions to our 
economy. 1 believe that income from work is morally. spiritually 
and ~onomii;any better than income from welfare, But I also be· 
lieve that the national community ha.'J a responsibility to care for 
Us most vulnerable members, particularly when work ror all is not 
available. 

The President and the Congress will face difficult allocation 
cilOices along the path to a balanced budget. My hope is that the..<;e 
choices can be made with the "ptrit of compromise that the Amer
k-nn people expect of their representatives in Washington. 

Final1y, let me say a word about the management of the Federal 
Government. I have spent most of my career in private business, 
smaH, medium and large, 1 have learne(i'that toore important than 
an'inspiring vision, a clever strategy or a wen-scrubbed budget is 
performance. This Committee has laoored for many years to induce 
reforms in the way the government is managed. And now, with the 
cooperation of the CHnmn administration, its National Performance 
Review headed by the Vlee President, and OMB j you have a willing 
partner in the effort to make government work better. 

I have been impressed by the progress made in creating audited 
fina.ncia) statements fur agencies, in making the Federal Govern· 
ment a better buyer using commercial practiees, in beginning to de· 
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velop strategic pJans and performance reports, in improviQ:g the use 
of information technology, and reducing the- burden of regulatioM. 

I intend to continue and intensify these efforts because I believe 
the American ~ople are demanding that their government pery:orm 
to the same high standard that they are expected to meet In their' 
own jobs. We will make the government more efficient nnd produc
tive so that more tax dollars go to programs rather than to over~ 
head. waste or abuse. We will restore the reputation of the govern
ment and its employees so -that aU Americans can feel proud of 
what their rountry is doing in their name and with their money.

Mr, Chairman thank you for this opport.unity to appear before 
the Committee. i would be very pleased to answer any qu~tions
that you may have. . 
. (The prepared statement of Mr. ~es follows:) 

PREPARED STATEMENT OF MR. RAINES 
Mr, Chairman. 1 appreciate the opportunity w' appear before the Committee today' 

for eonsideration of my nomination to Stlrvt'l as Dit'eCtor of the Office of MatlJilWolment 
and Budget.. I have it:Short opening itat.ement whkh J would like to make. 

I am joined Wday by my wife Wendy Farrow Raines, and my daughters l.aura. 
Andnla and SlUah. 1 also a~llte the p.resenM of several friends and ct\lIeagues 
wbo are in the: audience. I regret that my part'1lts. !>dno and Ida Rlunea, aDd tnY 
brothers and siaten: (X)wd not be heni today. but they all five a long distance from 
the Capitol.

On April 12 oJ thi9 year, PresideQt CUntnn announced his intention to nominate 
me to oorve in his Cahinet Il.ll Director of the Office of Man~nt and Budget. 1 
con!lidl:lr it a gteat honor to have been asked hy the Pre!lident to take on tlili! assign
ment and a priv:ileb~ to have th (lpportunitr to halp tha President create e<:onomk 
policy, balance the budget, invoot in the Nation', ruture, and impn:we the j1toduct\v
1ty and tlfl"tciency of the Federal Government. I look forward t.o the ehanoce to get 
to work. 	 .' 

1 ODma beforl:l the Committee with a ~und in bUIJinelm, (tfI'!emment, and 
DOn.profit arp.ni.ul;t.ions that prepares me weir for the many l8.oeta (lrOM8. . 

My !i.rst j<lb was at Irving'1I Grocery, tim amniI .. tore in GUt neighborhood in Se
aWe, wh,yro M, the age_ nf S. I wnrk«i earn dAY after:school o.nd QU Sal.urdays. My 
eurnlni job, a1m«rt 40 ~ later, ill With Fatmie Mae., the: larpst corporation in 
Americtl. when measun;d by /Wets, 

I hllvtl wwbd fDr the Seattle Model Cif7 Pmgmm in local ~t and on the 
White HOJl5o& atafi'during the Carter admi'DHJtmtion. I have 8.5IIi$ted clients to raise 
(IV'):!, $10 blllicl.'I ill the financial marlwta while- II partner in a Wall Stmftt fum and 
helped local crg8.DiUltiona raise thoulilindi!l of charit.a:b!e doUArll for aeholarshiPll. 
health eare, the homelesa:, AIUS treatment, and human tlghu, I have served on Um . 
board. of two universities and u a trustee of the loea! Black Student Fund. If oon
firmed, I will be one of only a. few OMS Direet.om who pruvloul>ly worked in the 
agency, 	 ' 

1 mention all this to simply .ssu~ the Committee that 1 have the breadth of expe
denee neeefiary 1.0 fulfill the broad ffllipnnliibilities of Director (If,OMll

If I m!iJ', please allow me to make a f6W eomments about aome of thI! liubstantivemile) that face the Dlrecwr of OMB. ' 	 " 
One of the jobs of the OMS Dl:rector iu ~ aerve at a senior UQnomic advisor to 

the Prnsident. We are currently enjoying one of the ltltlP$t a'Xl0Dm1t expa1l5ions in 
5\): yeJ:lts, with an unemployment rate of &.6 pereMt1 ~nflation under 3pernent, IlttIi 
intt:mt ""tea low enough to drive the heme OWMrsrup rate Ul' to the highW level. 
in 15 yr..3n1. Thill outstanding eeonnmk performance is the rwult of complementary
fiscal and tnIJlletary pnlicieft that have facilitated a~ruly gmwth. the Cl'Mtron of 11) 
million jobs in less than 4 ymu's, and intreased tax nwentle, . 

1 hope we CIlII ext.end th)!3 $(:On"mic rerord by (:t)fltinu!nog fuu;al and monetary poli
cies which provide support (or the resurgence of Ameriean bulliness rompetitivenel$l!l 
in wtlrld markets. I aJso hope we will see improvemente in productivity which lead 
tI> improvements in real Wllgt<S far Ameriean workers. ' . 

By 1993, mO$t !;If us in the private sector desPtiind that the Fedetal Government 
wOuld ever reth!C0 its. bndget defkH, When President Clinton took office, OMS pro
jected a deficit o( $298 biloon fur fiscal year 1996 if major changu in revenue and 
$p01'lding were not. msde. In its l'Ilost rteent estimate, OMS now p~ a deficit 
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for fiSCfil 1996 of $Il1 billi(lu. » redUction of 60 peJrenl As a pefflln~ of Gross 
Domestic Product, Ilw. budget deficit hAl! declined from 4.7 pt'~t to 1.6 pen::ent 
between 1&92 and 1996. This ill • remarkable at:hkvement. unrivaled «mung .iDdus
trial naUr:lrIs that should makl! both the PreFrident and the CongTeS9 ptood. 

The Preaident hll$ a100preSl'!nted a plan ta achieve a bal~ budget by the year
2002. whether measured by OMS or C<lngrM:Sional Budget Offiee eoonlnIlic 8hump
tinns, As the budget is brou£ht into balanO!! oyer !he 10 6.tcA1 yell.l"!l from ]993 
through 2002, OMB projccl'l that $3 trillion less debt will be added to the national 
debt itS a result of the Pn)$jdeut's plan. The national debt will decline (rom 50.6 
pe~nt of GOP at the ilnd t1f fWMl yeAr 1992 t<l 42.6 percent or GDP at the end 
of (jacu.) yur 2002. . 

1 view it as the l'ot;, of the OMB DiI't'ctM to help build bnd sustain the OOnSeDStlJl 
~ary to a«ua b deliver nn the prum.ise the admini$traUon Ilnd Congress have 
made to the American people to bal~ the Federal budget by 2002 and reduce the 
burden of the national debt. 10 that $pint, I hope thllt. negotiatin'ns ean be resumed 
1'11'1 s bi·partisan, multi-year bal~ budget agreement. 

Such tm a~ment would continue the momenttlm for reaching balance and give
ooni'idem:e to busim!l!a, wo:rkets, and investors tha~ Bound final 9tllide.. will be pur_
sued in the future. 

Like most Americans, 1 have watched !.he great debate hern in WIl&hingt.on ovcr 
the ollcx:ation of scarce Federal dnUnns within the context of a balnnced budget. As 
you oonsider my nomination! you should know that I Otrree with the priOrities advo
cated by the President, 1 be il'!'Ve that investmente in education, tralning, the envi. 
mnment and natumnl d.re.nse are critical to the future e'OOtll'lmic and phyaicnl Jle1:!U. 
rit)' "t the Nation. [ -also hQpe that the meana will be identified w.increase jnVl!St~ 
l'Uent in our nattonal iofrwructure whidl is one tlf the r:nost vjtal ~mmentalI eontributiol'lS to our W)OOID3, I believe that IIlOOln9 frum W(lrk is tnOl'ally, spir
itually, and oomomically betthr than income from ~Ifate. But 1 t!lao believe thnt! the nati<mal oammunity has a nsponsibility tc Ulf'tI for its InO<8t vulnerable mem
bers, particularly when work fot' Ill! ill not av&iJab1e.i 'the President and the: CorurreM will face diffJCUJt allooeation' (:hoices along tho 
path to a balnnced budg6L My nop!! is that tb~ chl'liOOil can be made with the npit.I It (Jf romprcmiJJe !.hat the Atrierican people expect of thelr n!pre.sentntivea .io Waab. 
ington. . 

I 
Finally, let me say a word about the managem~nt of the Federal Government. J 

hav~ spent mO$t ot my cnroor in private businl!S!lt amnII, medium and large. I have 
learned thnt nwn! import.ant than an inspiring VISion! a clever strategy, or a well. 
Gtrubhed bud~t is. pemnnanoo. This Comntitt.ee bas nooted (!;Ir many ye!ll1l to in. ,I 	 dUt1i: rerorms m tho way the govunment is managed. Nnw with the oooperottoo (If 
the Clinton admini1ltratioo, ita National PemrmllneO: Review headed by the Vioe 
President, and OMS, ytI\l M'\ffi a willing partncr io the effort to make pem.ment
work better. . 

.1 have beEn imprellged by the pregreSs made in creating audited financinl lrt#lte
roenl./J for agenciflS, in making the Federal Govern.ment " better buyer using ann
mercial praeti~9, in beginning to develop stratRgic plans and performlJn«l report&. 
in improving thi'! U!\t'I nf information technology, and wUucing the burden of regula
tiOflS. 

I intend tI> continue and intensify these t'fforts oocaUlll) J believe the American 
people are demonding: that their government ~urm 'to the aame hIgh $lnndard 
that they ore exptlCted to m~at In fuelr own Jobs. We will make the government 
more cffidont and prodtlcti'Oe 00 that more tax dollars go to programs rather than '. 
to overhead, waste or abuse. We will rurore ~ reputation of the ,"ovemment and 
its >Oitlployeea ac th9t all Americans Can !eel proud of what thoir ooJ.lntry ill doing
in their nama and with their Ill~. , . . 

Mr. Chairman, thank you for this opportunlty to a,ppear bt("re the Committee. 
[ would be very p~ to aU!!Wer any questitma that you may have. 

-(l3iographical Information and Rmporises to ~hearing Ques
tions follow:]' 	 . . , 	 , , 

BIOGRAPHICAL AND FINANCIAL INFORMATION RF.QUESTED OF NOMJNEE 

A. BIOGRAPHlCALlNYol'l.MA110li 

, 1. Name: Fronldln D, Raines (Generally known ItlI Frank) 

2. Pomtion to which OOlninated: Director of the Office of Management and Budget 
. 3. Date (If nominntitm: May 24, 1996' . . , 

http:Comntitt.ee
http:WIl&hingt.on
http:Direet.om
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4. Addl"e56: Resid...~oo: :ro,06 Albem!l.rl~ S~t, N:W.• Wl\ShillittOn. D,C, 20008 
Office: 3900 WWe'On$lO Avenue, KW" Wa.s~. D.C. ~OO16 . 

Ii Date and Place of Birth: JanUl:U7 14, 1949---SeatUe. Wll.~bingWn 
6. Marit.al status: Married to fUr'm"i Wendy Farrow' 
7. Nfll!le and ~ uf cllildren: l,aura 10, Andrea a, Sarah 2 

S. Education: 
Franklin Hiclt Seh'1Oi-9164-6167 Diploma (i/O?
Harvflro Coile~W67-d111 RA Magna C:'Jm ~uft0 un 

Magdakm College, OxIord Unlvenlty-lonl-12172 (No d~) 

Harvard Law SChool-9173-6116 JD Cum Laude 6/16 


9. F.rnpJoyJllent Rewrd: 

,"w 

Caml"'ign .Distant, campai(n <If ~Io Ge.nt1irl1l in C~, Jlli.Mia.6liHil71 
AillI(>I:lat.: Ornld:m'. s....ltl. M_I Cit~ Pn>$I"Il)!ll, • ""12172-9173 

1913-'t6 

1973--76 

&''-'~W14 

6I1&-7n!:; 
m5-9175 
6f'16-1!17 

V77-M8 
<nfHffl 
mS-1Z/90 
Mll-1986 
lQ,la~l!96 

1191----&'91 
7191~M 

7ffl"~!lt 

.,,........
"" 
1il9~t 

l!9S.-prCSllUI. 
1I95-~nl 

>1'" tAMS}, AMS ma.M I< donat>.m til "darit.able WV~nIl. 
Trn.~, Mllnl.e!c SyttellU> 11>;0. 
t l'!o\lOIi-Iffld P*ynmlw from EOS. e di..w.m or General Motlm<. III ~. - tion for my r.UlitDdarK'l r.t ClHltinp of the ....I"'&O<l.S de!!ipaWd til ~ noel, "" illite<! ... ~ of EDS u~ ~nen1 MlItofll' di'l"ll'ltll."" or EOO. My 

de&i",lltlGa u» di~ of EOS hu. bo!en wilhd....vrn· . 

10:. Government ~~; . 
~~ J\Misi.enl to the SeeNtary of SLtli:e and ExeeuLi\'~ Secretary, Gov

trnut's ('.()-romitt!!:i> on Constitutionnl Reform. Olympia, W9shington, 1967. 

Df;PUty EI«:Utive DirectJ)r 'of the Wntlhingt/ln State Cummimlion on the 
Ca~ omI Ptcvtntion tlfClVil Dlsonief1i, Seattle, Washingto.n,. 1965. . 

U~~ ~tant '" DnniE! P. Moynihan, M!;lstant to the President for 
1VIl!l Affairs, The Wtril.l! HOllie. Wa&kington, D.C, 19'31). 
Delegate Ib ilie White HO\l!ll C<>ntlJ'unce on Food, Nutrition and Health, 

- ~. 
-Washington, D.C l~. - . 

~:' '.' Mltmbe:r;..Natioaat ~ Council on the Edtlcntinn of Disadvantaged 
9fl,lMren, washlngton, D.C. I9'H)-19'12. .

'., 

" • 


During law Khool. f p«fCT~ "",d _ulting 1IIl<Via.. fer trn- Cit)'~! h
\Qn and the SHttte Model CiliM P'Il(rIlill. 

i ~l'\Ied ~ .. ...,.d' \.Hcltill' rdhiw aDd WI It freRwl3n pr<>ctor durin, 1
M:bool. 

lAw Cle.,rk, t'n!ttoll, 'I'h~U!iJlOll, Elfuo, Uotma .. .,. Fll<t.cher, ~U. Wuh· 
mgtrm. • 

....... C~fk, Coyinctoo '" Durr......Wuhtngt<m, D,C. 
1.4... Clerk. Davit, Wright, Todd, R_'\ J'''les, SeaWe, Washtngtoa. 
Asmciate. Frutan. Tlwrfrl-. EUilI, Ho!mlUl & Ftetdwl', Seat~, Wuh....-
Auistwlt ~, OD_tk P",lky SI.aI'f. E1¢CUme O/IkJ8 <If the P-.id«IIt. 


~\.e Di~., Oifl«l (lfM.....mcnt lind S",lgort. 

Genen1 P»rtnu, Luam Y...,l'IlS" Co., NI!!W Y"rk, NI'liIt Ym. 

Own.... And Pr<e&>dent of Elm..ood f)isJrilmting, In.e.,» bft,:r diltn~toI'lhiP, 


Tru~.Mim c.wpcn.tloo. 

1 perf<mnd paid _ttmt I$f'~ ft>< lhf. City ofWil.$hlngtDn. D.C, 


Viti! Cha,nnan and Dirvtltor, F'~I'l",1 Natl¢lIal MortC'llgl> A31i(lOiatlon. 

TrU5\e11,IW:Jer\ Wood Jf>hn~ Fn\>ndMkm. 

i reeci'l!!'(\ an honm1lriu/!l t(>l" lIpI!!lking befot¢ tl:\l! Urban fnttitukl. 


Oirl/lctO~, prW!r. 101'· 

{)1fJ!cl(,r. MAnJX!"Wer ~n:h B.tld £)eve!op",,,nt ColpQ:ration. 

Trus\.l!!tl, RO<:k.eUUet Foundation 

llirect.oT, The J><,etn, ComPUl. 

In -.n~" ....tb my tpMk"", botfore Am~ri<;;m MaA~t Sy$1e1fi& 


, 

I 
I 
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. Chairman, Task Foree on G<wernment and Citir.en Participation, Seattle 
2000 Cummiuion, Seattle, Washington. 19:73. 

Member. New Yori: City Commisaion un lo;arly Childhood Edueation, New 
York. New York.. 1985-19SS, ' 

Member, New York ~l'tmr'8 'risk Forr.e (10 Poverty and Welfare Re· 
fOrTl\, New Ywk, New York, 1986. 

Mtunbes. New York Govemo.r'. Sclwcl =d I:IUiiflesJI Alliavee TtUlk Foree, 
Na ... York. N~w York. HI86-19a9. . . , 

Membert,Boam of Iliroctnn. New York City Publie Development Corpo.ra_ . 
tion, New fork. New YllI"k. 1986-1$190, 

Member, State of TeUlS Seleet ~mmittee on Tax Equity. AU-fOtin, 'I'~lI:ne. 
- 1981-1989. , 

(''halrmlln;' TransitiM Committee 011 Flnitncisl Management for thll 
Mayor of the District of Columbia, Sluunn Pnltt Keily, Washington, D"C. 
1990. 

Coordinator, Eoonumics Illld .Trade Cluster, Cli1}t.o1l Traneitwn, Washlng
w.o, V.C. 1992-.,.1993. 

Advi5l:ll", Nat.icna} PenOrnllll)te !le.-view, Was.liinl.<ton, D.C. 1993. 

Member and Interim Chainnan, Cummi8$lul'1 on the Rules lind MiMmM 
(lithe Anned Forees. Washington, D.G. 1994-1995. 

U.s. 'l'roasury Advisory Conu'nwion on Financial Servke$, 1995-preaent 

11. Bu,~ relatiOMhips: 

f?rlT·pru{it <»"gQl'liow-lioru: 

JJa:::J:.. ,-, 
7n!l'-lmo L,u.ro Frel'llS & <4. 

9f81~1985 Elmwvcd Piltributlng.ll'lt'. 

1191-pr!!$o)"t Ftd..ral »atitmal Mortprt' Msociat.;,m 

8t33--P~Il~ Pthl'r, Ille. 

4I\l5-p~se"t TIU! lIoI'iing C"mpAhY 

3I95-4J\l:5 E!e(;tr(mjt Data S".lecm, In<,, 


Nrm·profif organiZations; 

Uali-.h!p 

General ~r1.n<!" 
Own"r omd p<"I'lIIJdellt 

_ Vi"" Chairman. and Dim:tcr 

"""""D~ur 

~ullant 


0_"
"""

5119--1991 
6Ill6-j:ln'ent 

1984- as. 
1984-<18 

19$-1-ZI3& 
1~·!)1,-
,""-" 
lI!n-p~t 

1/8&-1l19:1 
61f1S-119'J-G/89-U1'9! 

l00'89-l.Irn.i 
6IS'9 ·preRllt 

entity 

Univenit)'!lf P'uget Sound 
J<Ih.n F" Kennedy S<:hoo\ oi~vem"'lmt 

HaNlIn! A.fumni Auaciatwn 
F1!U"1111«1l Helle, So:hoot B~a Unh'",aity 

Urban RIIlII'lflfcll Cenu.r. New York Uni .... mhy 
Cmter for La.. and Social Pnliey 
Harvard Unlvto,..,ty 

iIa.r-o:aro~ 

B!uk h'tudent Fund 
F",Ml:\ Am.erkan Ful'ft<htlan 
Anwuleoon lnaUtuVtt (lit ~nh 
fill.;VMd Iluain~u School 

Nt.tional 'n.dtut", for ~'"" 
_Mioo 

Mitt<! C!n-ponl;Uon .! 

Ctruncil tQr ~UcnCII in Oovttnnlt!nt 

\W#'..i"""'-lp • 

tnl1~te. 

Adjunct Le«"'ret~mbt.. 
of tht\ Vi.1Uni" Commit'" 

Ift.. 
M~ ofAdviwl")' Co_ 

mittHl on Empklyil'e ikn- . ,.. 
.Me~r "f Adv'IlfMJ iJow 

'"""'""""-,
M~r:nbPr of 1:la Vi.IUng 
• Committt!tI 

P~I"I'l...umt 
Dll"\!!Cto1' 
Oiredo:-
MtmsIH.. oithe VII'lin( 

C"mmitte(!

""""", 
Dinctor 

""""" 

http:Corpo.ra
http:Citir.en
http:llirect.oT
http:Marit.al
http:Albem!l.rl


--

v_"
Amlil.""" 

W1>9-SJ95 
at9l-1,~aent 

&i91-1""'Hlcnt 

1 ViH,-l tI94 
7f9'l-p_l 

""-.-' 

lfi(-l"'"llHlot 

~, 

"*""'" 
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...." 	 ~" 
r~",~n MIil'the!Il'\1nd cl' thAt U:n1ted SU\..oJil 

~ £,LUrcY Foundation 
Fedtrttl Nltiorud Mortgage ~atlon 
F~t.i'"' 

Urban IQ..~;t\l~ 
RnMrl Wood JolmMft F.:mndlttion 
Fedttat Clly (Aor,mdl 

Manpowt!l' ~.tcl:l;wd ~""'nl 
Corporati= . 

~t\If,Uu FOIIJ:ldaliOu 
Mi~ SYlIIt.tms.lne; 

12, Membenshiptt .... 

6I'13-S11'Mllnt 
tl)l'l'~nt 

11J'1\)-J2J'OO 

2fSl-~t 

1/84-1m¢ 

19a5-1994 

tiJa!;-pt<:t!lt!nt 
MI~prclWnt 

l/91-pt'Nlllnt 
5191-JIr('l!.Ilnt 
i.\I91-p~nt 

~ 

Am.rieM Aooclal.ion ofJUu:dd &hol&n 
WuhiqWn State &r Aunciatloo 
}It"" York gt:.:oek bclMnp 
NAACP 
Bar Mll!X:iatwn of the District of (,...,jllftlb!a 
N ,!tlonal /ullKIciJ.tim> \IfSt.curitin o..alta". 

National Ae8demy of Scie~s 

Sigma PI Phi 
Coum::il nn Fonelgn Rel~tiOn1J 
n.,..,.rd Club (jfNew York 
Ameriam Acadlllll)' of Arts pod Scieneeft 

NttiOllal Ac:IId"m1 of SociallnsurlU\U 

. 	 Dirtetor 
DiI'ttctot . 

Vi..- 
Dir«;:m 

1A..ch,,;rofD.C. ~"da, 


Projem :and ex-oif>ciG 

. -member of Nel:Uti.... 

Colmnittee 

nu-. 

Direct.or 

0,""", 


Member -
Me~f 

.A.lliW ~. 
Member 

Member. 

Limd III brokIir witb . 


wutd Frntll:ll' &: Co, 
Membllf otvarinul flOlIUllit

"'1M! and QPllunillo$.i(lR" 

Me~r 

Memr 

M.",,", 

Ml-mber 

M$mbcr 


(See Also the n!Spouse to Question 11 above.) 


13, Political Affiliations and Activities: 

&. LIst aU offieeo with a political party wbicll you have held OT Emy public Qffitt'l 


for whicil you have been iii andidate.. 	 ' 

No_ 
b, list all membeTlllhiPll: and offices held in lIod services .rendered to all poHtiral 

parHes or election oomml~t.ees during the last 10 ~aI'l!l. 
Volunteer ror Eleanor Holmes NortQn, Candidate fbI' Delegate ftom the i 

Uistrict of Columbia-1990 ' 
VOlunteer on issuea staffDl'-kakis ~jd~Dtial campaign--1968 

c. It.emlu all p!?litieal «mtributWn3 to any individual. campa\gn organization, p0
litical party, political action committee, or similar elltity or $00 Of' mOM! for the past 
10' yearn. 
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OtphlMl.kon, f'Ilrt,y. ("AmmJu..., Ill:.. 

Judd Gr.u: tor Oov«rftot 

am anlldlll, for U.S. S1matll 

KlIthltffiO Brmm tor file..u!'er 
H'1O'II1 Gantt CommJttllO 
GoddArd ror Oo«:mor 
YO\UlZ tor Gci'Yoel"O(lf 
Raymond Vlynn C'iommittM 
Ilotl Maaui fur Congneu 
Broek AJa._ fl>r StrtAtII 
Leo Corbitt (Of Cit, Q:runtiJ 
Deml>CNlUe Co~oral Campl\ign Committee 

• Fa.nnie MIte ?ulima! ,\ctwn Clm:!lIlttwe 
CommHw for Nt'U'I.on 
Friend. nf J3nt HII<iI'tDM 
Idaholml fur M.u Scl1afu 
MlIty Rote Oku fW ~ 
Wl1_ 1m Chatn:tu.a 
Com.mlt~ 1.0 diet Smalw ~ 

Wott fm' Congrn. 

John 1Awfs rot ~ 
Tht hfl'trwn Commlt~ 

Friemk ef K_isi MfuflU' 

Citium! fW Welen 

Field, flno CoI'l,gTUl 

Flak.t Camp4lp ccm.m~ 

Myrtle Davie for Mayw 
Stokes for Congnu 
Con~!UIi Ftoyd Flakt CommiUM 
Mtl Watt for ~ 
HIm.C:Ilclr; fer ~ 
Ll'iu SWku ~ Congtt'tl 
s........ D«m".,...1k CmamiltllO Victory Fund 

Cituenc for ElellIUn' Helmes Nerton 

Velwt~1'1I for Vtnte 

Sill Cbi, ror C~ 


Frimds of Bob Carr 

Frilltld. of Kent Conrad 

J,C. Wntu rot ~ 


IUnpl r"r Ccm~ 

Frie'lm. Qf WcJteT Tucker 

Srott for Congreu 

Floyd Frtlke Committee 

Stoltef for ConifeA 

Citi~B for Eleaner Helme!! Nol'ton 

Tom navila fer Conven 

Kurt Schmoke Committee 

-Gt-phardt for ConiUQ 

Kurt Sc:hmoke Committee 

W)'Im tor CungTeil 

Mel Watt for eongre.. 

HIU1tQ(\ for Congreu 
Citit!ll! rer Eleatwr Holmtt& Nerwn 

(Dolton] 
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14. HMon and Awanla: 

Max Black Human Re1aili:m$ Award of the Seattle Jewish ComnriUM, 
1967.. ' 

Alfred P. Sloan Scholarship H!I1'Varo Collegn. 19177. 
HarvArd NAtional Scholanhip Harvard College. 1957-1911. 
~ Fellowship. John F. Kennedy Institute of PolitiC$, HlU'Vard Uni • 

vera~ty. 191{)-1971. -. 
Kirldand House Master's Award_ Harvard College. 1971. 
Rhodes Scholarship, Magd~Jen College. o.rurd Univtlmity. 19"11-1972, 
Fellow, Ameriom Academy oJArta and 8t':iMOMI. 199t-presenL 
Member, National Aead~my Qf &cial InsuranJ.'l&. 1991-p:reent, 

http:Nt'U'I.on
http:Direct.or
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First Marshall, Twenty-Fifth Reunion Class of 1971 Harvard eoliege. 
1996. 

15. Publications and writings: 
1. FNMA and Affordable Housing. National Mortgage NewB, April 1, 

1996. 

2. Technolon invelftment Helping Fannie Mae Fulrul Its Missicm. The 
American Banker, Nove~ber 1, 1995. 

3. Fannie Mae: Empowering undenf Through TpchnnlneY, Hamilt(ln 
Carter Smith NeWBletter, March 1995 - . 

4. The Downtown Arena: RLet's Not Blow It". Washington Post, October 
2, 1994 . 

5. Showing America a New Way Home Through Techrwlogy, National 
Mortgage Technology Review, Sep~mber 1994 

6. The Race Ahecui: Competition in the Mortgage Banking Industry. Mort
gage Banking, August 1994. 

7. Untitled article, Alliance to Save Energy Newsletter, JanulU}' 1994. 

8. Fannie Mae's Service Record Refutes the Critics' Carping. The Amer
ican Banker, April 14, 1992. 

9. Untitled letter to the editor in support of the candidscy of Daniel Pat
'rick Moynihan for the U.S. Senate, New York Times, September 9, 1976. 

10. Guest Editorial and Reports, Seattle Post Intelligencer, prior to 1974. 
11. Presi.dentuu Policymaking: The Genesis of t~ Family ABsistallCe Pro

gram, Honors Thesis for HSI""":'srd College, 197~. 
12. "The Meaning of the Campus Struggle,~ a chapter in A Manifesto for 

. Youth by the Ripon Society, 1970. 

13. Washington Looks at: Col1$titutiolllll Revision, unpublished .mono
graph on file at the Washington State Library. 

14. Why Do Poor Children' Seemingly Fail in Public Schools~ Seattle 
Schools, May.June 1970, . 

16. Speeches: See Attachment 1. 

17. Selection: 

. (a) Do you know why you were chosen for this nomination by the President? 


I believe I was chosen by the President because of my experience in busi
ness, government. and non-profit groups. 

(b) What do you believe in your background or employment experiencea affirma
tively qualifies you for this particular appointment? 

From 1977 to 1979 I served as Assistant Director of the Domestic Policy 
Staff and as Associate Director for Economics and Government of the Office 
of Management and Budget. From 1979-1990 I was affiliated with Lazard 
Freres & Co. During that time I served as financial advisor to numerous 
States, cities, and authorities helping them manage financial crises andlor. 
gain access to the financial markets to finance large capital programs. From 
1991 to the present I have served as a senior executive of Fannie Mae. In 
this position I have helped manage the largest company in the Nation 
measured by assets. From 1994 to 1995 I served on the Commission on the 
Roles and Missions of the Armed Forces. This commission spent one year 
examining the important issues surrounding the future of the United States 
armed services. .. 

B. Fl1ruRE EMPLOYMENT RELATIONSHIPS 

1. Will you sever all connections with your present employers, business firms, 
business associations or business organizations if you are confirmed by the Senate. 

Yes. I will resign all positions and ~el1 all equity securities received in 
connection with these positions. I have certain ....ested rights in pension and 
deferred compensation plans with Fannie Mae which will continue pursu
ant to arrangements reviewed by the ethics officer of OMB and the Office 
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of Government Ethics. I also will retain certain limited partner interests in 
fully invested real estate partnerships and a fully invested venture capital
partneIllhip, as well as stock in 8 privately held beverage bottling company. 
None or these holdings is likely to pose a conflict of interest with my pro
posed government serviCCl5. 

2. Do you have any plans, commitments or agreements to pursue 'outside employ
ment, with or without compensation, during your aervice With the government? Ir 
so, explain. . 

No. I intend to maintain my membership on the Visiting Committee of 
t...'1., John F. Kennedy School 01 Government at Harvard University. This is 
an uncompensated advisory body with no governing body responsibilities. 

3. Do you hsve any plans, commitments or agreements after completing govern_ 
ment service to resume employment, affiliation or practice with your previous em
ployer, business firm, association or organi.zation? . . 

No. 

4. Has anybody made a commitment to employ your services in any capacity after 
you leave government service? 

No. 

5. If confirmed, do you expect to Serve out your full term or until the next Presi
dentia! election, whichever is applicable? . 

. Yes. 

C. PoTENTIAL CoNFLICTS OF INTEREST 

1. Describe all financial arrangements, deferted compensation agreements, and 
other continuing dealings with business associates, clients or customers. 

If confirmed by the Senate, I intend to take the following actions with re
spect to my current employment arrangements, service on boards of direc
tors and financial interests: 
a. I will resign the follOWing positions: 

Vice Chairman and Director, Federal National Mortgage Association 
Director, Federal Nationll.) Mortgage AssociatioD Foundation 
Director, The Boeing Company 
Director, Pfizer, Inc. 
Trustee, Robert Wood Johnson Foundation 
Director, Manpower Research and Development Corporation 
Trustee, Rockefeller Foundation _ . 

b. I will liquidate the following fmandal interests (for each of the listed se
curities. I will liquidate all of such securities held by me):' 

Federal National Mortgage Association ("Fannie Mae"} common st.o<:k 
Fannie Mae stock options 
Boeing common stock 
Boeing stock options 
Boeing Deferred Compensation Plan for Directors account 
Pfizer Nonfunded Deferred Compensation and Unit Award Plan ror 

Non-Employee Directors account . 
Pfizer restricted stock (I will sell as soon as permissible under the 


terms of the stock, which will be six months after termination 

of my Pfiur directorship)


Circuit City common st.o<:k 

General Motors Class E common stock . 

MSR Exploration common stock . 

Garden State Cablevision, Inc. common stock 

District of Columbia municipal bond-7.37% 200516 

District of Columbia Go municipal bond 9.375* 

Limited partner interest in Corporate Partners. L.P. and 


LFXR Partners, L.P. '. 

Lim!ted partner interest in'CCI Partners, L.P. 


c. I will retain vested benefits under the Fannie Mae Elective DefetTed 
Compensation Plan and the Federal National Mortgage Association Execu
tive Pension PlanJFederal National Mortgage Association .Retirement Plan 

http:bond-7.37
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fIlt Emplo~ Not Covered Under Civil Service Re-tirement Law. These will 
remain in efl"0'd liS retirement ~nr.fits of my employmtmt with Fal'Inie Mae. 
Liquidating thmn 'I'rould anb614ntilllly reduee lhe va!\l1l' (If my Ntinlnoot 
~nefit&, Aeectdingly, aM becauae 1 intend in an~ event to ~ mpelf,
fur Uw dllration of my ~nn. i'rom any mlltt$l' directly and Jp«:i:ficnlly ar~ 
ftcling Yannle Maa, I intend to retain these benefi~. Moreovu. I irttend to 
llUNiate my fitH\tlcial inte.rNta in t.bue Mtiroment plans frrun the future . 
ptti9pet:ls of F'nrulie Mae by obt.ai:n!ng flO \naurnUte policy guAranteeing 
Fannie Mae'. obligation. undtlor the plana. • 
d. A! !' 'N!NIt ofth<l' •.n~tit1.ll't! dseribtd abtM!, my tmawa! hoie~~ wit! 
conSist solely ct invest-menu In widely dWemfted mutual fund" govern
ment eeeuril.iee, limited pl'll'tner il'tt.f!1:'f!\Ite in real uta~ partnerships, sto<;k 
t>£ a prinUt bevel'1'lgllo company, and a limited .jlartnel' interest in a fuUy
invested verttu1'$ Cllipit.al1Xlrl.nenthip none o("'I"hkh, I aM advised are llrely 
to eonstitute It tollfliet nfintemn with my servires 63 Direcln. of the Offlee 
of Managemlltut and Budget. 
e. I wilt recl1M: m)"Qif from t.n. fon~ matters.: 

For the duration of my term t will recuse myself from a.ny matt.er di
rectly lind apccilically aftOOHng Fannie MM and from any p!irticulElr matter 
in which Fannie Mae is a part,y OY represents a I1I1rty. This terosn1 does 

_	not includ-e matters of policy, ~~g or reguJatioo afT~!lg the housing, 
fwancis] serviee9: or mOrtgage . sectm'fl genet'1!llly. 

For one year hom the date an which i take o!'!ltc, [ wlll recuse fflyselr 
from any matter in which Boeing ilII a party or represents a p$.rty. 

Until 1 have sold all of my Pfi,;cT stoek. J will :reeu~ mYilClf frum any Plir
ticular mati.e:r haVing a dh'e(:~ !,wd predictable effect 0'11 Pfl1!er. In addition, 
I will recuse myself from aoy matter in which Pfizer is a party or rep
resent.'! /I. part)' for one yenr from the daw on whkh I effect auch sale or 
the date on wliich I take om~, whichever is tnter. 

2. Indicate any investmehUl, ohllgatlonn. Iiabllitiet"l, or othllr reiatiolUlhips whkh 
could involve potential conflicta of iOWtellt In the position to which YOI1 have been 
nominated.

I intend to liquidate My inW!stmeDw or ohligations which the' OMU eth
ics officer has determined to Cl"llate a pot.!lntial conflict of intere&t. Also see 
rmponae to C. (l) above, 

3. Describe lID)' business relatianshipa. dealing or financial trnn&aetiun whkh yr;!U 
have luId during the last. 10 yeaH, whether fer yourself. en hIlba.lf of n dient" or 
acting ss an agent. that could in nny way oonstitllw or result in'a p!)f>!Iible oopfliet 
of intemt. in the pomt.ion to which you have been 1'lOtnIMt;cd, 

I do not believe 1 have any wul1ieti of interest &.$ a ~sult of prier ntlllw 

tieMhipEl' or uansactiells. The op!!mlion of redend ethics laws aM rogu1.a
IJOM should avoid any auch conflicts or in\.(>.rest. from arising in Lhe i'tiwril, 
See my respoPSe to question C. (2) above with respect to the divestitures 
1 will undertake: to eliminate potentia! amllida at int.erwouL 

4, Dfla"ioo lUly activity during the past Ij} yeaN in which you have engl'mi!'d for 
the purpollE: uC directly ar iudiuetly influencing theJUlUage, det'eat (lr modit'ication 
of any legislation or affecting the adminlAt.ratian and t1OOution of lnw or public pol~ 
icy, ~ 

From 1979 to 1991, while emp1oyt!d bJ Lazard F'rert\$ &: Co., I J'Crvllld ail 
financial advisor fur numercua States, eaUes, and authcritie$L This nq\U:red 
me W ~ engaged in both monitoring and advWng activities with mpeet 
t;) legisLation as Wl!ll lUI' activities affecting the administration aM ctICU· 
tWn Of law OD a continuous basis. Throughout thia ~riod the District cf Co
lum.bia was a client. I a&mW the District; in advottltirtg suthCtrh::ing and 
appropriat)oM legislation, as well as advocating -certain adml.tUstmtive ae
ttoM. . 

fum 1991 to the pref!t!nl., I have suved as a senior uocutive of Fannie 
Mae, On num.erous DCC.!UI10n5, 1 have -represented Fannie Mae before legisla
tive l."tinltQit.tee5 and e:recutive bodies advocating matteflJ related to th~ 
oompany, howing pc.'Iliey. and m\le9 8.ffuding the toramUnitiflS in whieh the 
rompanyoperates. 
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5, Ibpls.in how YIlU wlU resolve any potential tunfUd of interest. iru:ludlng any 
that may be disclosed hy your respaIlSe3 to the above iteuis. [J'Ieue pruvide 8. oopy
(If ,any trwlt orother ag.tvementa.) . 

As dem-ibed in respon,* to question C. U) above, fUJ long as I retain In· 
tel"Mtll in Fannie Mae pemjoo and deferred !;(Imperumti(ln plans J wilJ et~ 
Uwr reeuse myself fnnn matters having a direct atid prmIict..able effect. on 
Fann.i~ MM tlr obtain 0. firut~l IUT!"Ulgement (such as an !nsut"ance poliey 
guaruntooing the Fannie Mae obligations) that insulates my fmancial intetw 

. ",sts from the future proapecls of Fannie Mae. Even with such an A.rmng~ 
men!., it is my inte,uliu(I fbr the duration -of my t.enn to ~ mysel( from 
any matw dinlcl.ly and ,veclfieully affecting Fannie Mal!!. 

In additiMl, punnumt to 5 C..F..R. U6$.502, in order to avoid the :poten
ti.a1 (or an appearance Ilf emtflict. of interest rele..ted to my .service lin th~ 
Boards of Dinlctors of Plimr ln~ arnJ The Boeing Compl'lllY, J intend for OOIl 

year from the date 00 whim 1 take office tQ recuse myself from any mstool'S 
in wroeh ~ither Pfizer or Bot-itlg is a party or represents a party. ' 

6. Do )'Cu alftW to have writt.etl opiniollll' provided w the ~mmittee by the dCII
ignated ageney ethics affiQf!r of the ~eney to whkh )'Cu are nominated and by the 
OfJ!ce of GOVPl"tllmmt Ethics ool"(onrnmg pooontia.l -conflicts of interest or /!Iny Illgal 
impediments to your &erving in this po$iti!)Ilf 

.Yell. 

D. LEOAt.. MA"TIERS 

1. Have you ever been disdplined or cited for a brellch of ethics for unprofessional 
conduct by, or he(!n the subjeet of It oomplaint to any a;mrt, administrative agency, 
prufllssionai nnlll"lctation,' disciplinary committee, or other professional group? If 80, 
provide details. . 

No: 

2. Have you ~ver been investigaWd, arreated, charged o!: held by any Federal, 
State, or other law enro~mcnt authority fflr violatitm flf any Federal, State, ceunty 
or municipal lew, regulation or ordinance, other than a minor traffic offense? If", 
provide ~etaHs. 

No. 
3. Have yOu or any ruinedll of whicl1 you are or wert- an ofUcer ever het!n In

volved as a purty in int.!lre.,$t in any administrative IIgency proceeding or civillitiga
tion if so, provide details. . 

I have ~n a GcruJraj Partner or Lamrd Fn!r~.lI &. Co. mid Vice Chn.ir~ 
man of FaJ:Ulie Mae. 1'hene hwIi~ havt: been involved in liUgation and 
administrative prot::eMing:a during my tenure with the onmpanies, I have 

• never heen nAmed as an individWll party in any 8llcll ~~. 
From 1981 to 1985 I waa an offiee-r td Elmwood Distributing, Inc., an Uil· 

nois £Orporatiun. ElnYWood nnd 1 Wl!m named defendants in the ease of 
Baker, d. a1 v. Elmwood DiMributil1g inc" et. oJ. N." 3JC0215 (U.S. Difltrict 
Court fin' the Northern District of lUinoia). 'ntis waa Iln employment dis
(:rimination cast' that was dismissed on summary judgment, 

4. Have you even been O;)ovicted (including PH"!!tS nf guilty OJ" nolo. C(I~teodere) or 
any criminal vloJ.ation other than a minor trnffic offeD.ft1. .. . .. 
. 5. Please adv':se the Cbmmittee of MY additional inf(lrroatlo':-I faVtlrAble ~- unfa~ 
vorabte, which you fuel should be a:msidermi<in eonneetion wim your nominlltion, 

f have ~othjng to add to the information already provided to thlil CoU:unit·.... 
E. i<'INANClAI. INfORMATION 

Financial information is retained in the Committ.te's mea. 

http:Fn!r~.lI
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PRE-HEARING QUESTIONS J.<"OR fRANKLIN D. RAINES 

I. Nf)MtNA'l10N ~~ AND POTEN7IAl. COtfFttcTS' 

L Why do yoU believe thtt Pl'efI1dent nbmlMted ytlu to sel'Y1I! lUI Dired.or of the 
Office of Mllllllllll'lWl1t. atld Budgcl.'l What partieulli.r qualiileatJom do you bring to 
the poaition? 

A. I believe 1 wul> chasen by the PNrntdent becaUSE! of my expel'il:hee in 
bu&inen, goVftmment, and nob.·prufit groUps. 
F~m '977 tl) 1979 I !let"l~ !!.9 Assl!tant. Di~tl)r "r the Whlt~ HrlU~e DO)·

mestie Policy Staff abU U AsBociate Dln:ctcr for F.eooomles IU\d ('.overn
ment of the' Offiee of Management lind Budget. j<'rom 1979-1990.1 was af
filiated with Lattlrd Fn:res &; Co., an in~ent banking firm. Duriog that 
time I se.rved nit Iinaneiltll1dvisor to nunW'!roU$ States. cities, and authori
ties. From 1991 to the preseot, I have IWrvOO as a senior e~tive of 
Fannie MM, From 1994 to 1995, I served on the Olmmission on the Roles 
and Mis1rioM of the! Anned Foree!1\ Thi$ eommission exB.mined the i:mper
tant issuu 5u.m:mnding the futunt of tlve United States armed (1)1"00$, 

2. Were ~oy conditions, expressed or implied, attached t,o.)'Our nomination to be 
Oi~cfthe Omce or Management aod Budget? . 

A.No. 
3. Have you mllde any oornmitments with /'Ypt\Ct tb the policies and programfJ sou 

wjll atw.m.pt to implement as Director of OMBt If so, what artt they? 

A. No. 
4. To what extent does )'Oui wmpo!'asuuon ammgement with Fnnnle Mae involve 

future inoom&-iol instanoo\ from ll\e tuarciae of stock optionS-that may dep~'md on 
future events that could be mfluenced by Federal eeanmnic or budgtlt policies? What 
"ravisions will yml m!1ke to avoid {:Unflicta of ill~res:t in exerelaing your dutie~ lUI 
Dlmclol of OMB? 	 • 

A. None of my «u:npoensation arrangements with FllfUlie Mae Uwt nliay 
depend oil Cbl.ure tMlnts will continue ~r I t.ake off~. 

I wiU divest all of too Faonie Mao common stQck that I own. r will 01&0 
divest all of tM Fan:nle Mae stork optkma that 1 own. Additionally, 1 intend 
to insure FBnnie Mae's ob1igationll to me under its ~nslon and deferred 
«lmpensaUon pllms by purchasing 111 p6lky of insurance or $mdjar guaran
tee from a nationally recngnbed insurance tcmpAny. 	 . 

FCIT the- duration ot my tetm, I will rewse myself fNm any particular 
matter directly and ttpOOificolly affecting Fannm Mae and (nnn any particu
lar matter in .hieh Fannie .~ 111 a party Ot' r.,presents a party" This 
re(:lIllal doe, not include matters;)( policy, budgeUl1g, or regulation affedmg 
th.e hOUSing. financial services or mortgagn balllcinr seeton generally" 

I:;' Are there anl ether issues involving OMS from which )'Oil may have to dis
qualii}- Ymlrtleil'l I so, plelllle explain, 

A In additiotl. to the teeusal involving FSllcle Mae dMCribed above, I will 
recuse myself from the following matters: . 

1. For one year from the date on which 1 take offioo, 1 will reeuee myself t"rom 
allY matter in which t.bf, Boeing Compaoy is A patty or represents a party. , 

2. Until I have sold all of" my e.tock in Pfi:wr, Inc., I will recuse myselr Crxlm any 
pllrtirula.:r matter having a dirt« and ~ictable ef!ect on Pfi%el, in addi\ict>. I will 
reeuse mlself from any m9trer in whii:h Pfirer is II patty or reptmlWu 8 party for 
one year from the date on which t effect IUch sale D1' the nat(! (In whleh I tal«; Office, 
whichever is later. . 

IL ROLB AND RE..',PONSiBiLITtES OF OMS OIRECTC!R 

What do you consider your primary responsibilities and priorities \:0 be B$ OMB 
Dired.cr'l' 

A, My primary responsibilities and priwldes as OMB Dirt:ctcr fnll into 
~areae: - - 

t AdviSing the Preailknt 011 ~omie and other mllttertl. 
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2. Advising the Pl'CSident in creatl~ specific policies relating to rnvenue, 
expenditllrtlll, reglliations, and legisla~wn" - , 

3. Aea:isting the President t.o manage the Executive Brilt1clt In the r.l:ecu
t«:!n ofJaw" policies, and p~." " 
Speciftc activilif!!ll will inclu~'l!: 

.. 	 Managin, the proplu'8tion of the budget of the Urdtol!d States; 
• 	Supe:rvisl~ the admhtllrtratkm of the budget: . 
• Seeking to lmproVE' government effidf';ncy nnd ~ffecti·.·ene;;s Ulwogh 1m

· proved managftmenl of the guvernment (i.e., Unproving buth general 
mane:genwnt and Federal fitHwclal management ~ms); 

.. Ove.l"SOOlng the regulAtory review, legisl$tive oootdi:ntl:t.ion, and ElreCU
live Order coordination (uoctiona; 

.. Q:mtributing to thll imp1em.entntkm of improvoo g<wemmentwwide pro
• curement pollcies and 9.rnctices; and , 

.. OveTBeeing Paperwork Reduction Act aetivitlM_ 


2. What do you enviSkln your ro1atianship and tbe nature of your reapcnslbiliti(lb 
to be as tlwy relate to other OMS managera. inrluding:. 

(n) Depuly Di.r«t.or 
(b) Deputy Director for MnnnpmlW,t . 
(e) Admlnistrawr, OffiCe of Infurmatloo and Regula~ Afl'ail"ll (OtRA) 
·(d) Admioistcntor, Offioo of Fedm1l Procurem~t PtlUcY {OFPP} . 
(e} Director, Information S«\trity OveI1light Office (lSOO) 
(f) the Associate Direclol"8 of OMB? 

A OMB's most ~t, oomprehensive management :review:-OMB 2000
reaffirmed the .e:tisting organizational structure, In whieh two Deputy Oi~ 
Fectors usiIJt the Oireacr in appiring OMS'$ r'E'sourCft$ toward the design 
and implementation of the Administration's policy ag~oda. I wilt work 
doaely w1th the Deputy Direttor who wm alllSist me In the day.t<>-dny man. 
ngemant of OMS. I will alw work dooelv with the Dep1,IW Oirt>ct.or for Man
agement (DDM} aod the statutory offices (OIRA, OFPP, and OFFM) w 
guide and support thcir efftlrt& at::ftiSB pemment .as "fI'(l1l as to .,nbance 
their effectiveness by CII-&Uring that their act.ivities are integrated ieto the 
budget proee1QI and other activities of the RiMm..:ma Management Office.t: 
(HMOs). . 

The progntID ~ate directors dintc:t tbe work ·of the RMOB, and thus" 
will work closcly with ID$ to provids ths President with the highem. quality 
polky Malytia and advice. Thc other fUUf IWIOCist.a dil"1l-Ctcr:s-for OO"lOomi(:· 
polity, kgialation, oommunjCRt.\uns, W administration-illXi the wmistaot 
direrior for budget review will Advise me in their re8pecLive a:rna.a. 

Under the authodty of the 1996 T~wy. PMtal, ~neml Oo;.vernment 
Appropriations Act. the lnfwmatiQo Security O."ersl:ght Offit$ USOO} was 
tmnsfened from OMB to the National Archive and ~tds Adminilltt-a
tieD (NARA) in Nuvember 1995_ The Director of moo repor1.1! dinl!clJy to-
the Admiw.etrator of NARA. • 

3, Do you havt\ any pla..:a to reorganill'.8 OMS or to reorder ita pnonhes? If SQ, 
what type..~ of cbangr:s would yotl make? , . 

A. When Leon Panetta Hnd Alice Rjvlin assumed l'CSponcihility for OMS 
at the ~glnnlng of the Administration, they asked fur 11 oomprehcnsive re
view of OMB':a organimtional etructure and work Jll'"O(e1j&e!l, with a view to

· ....ards enabling thc crganh:alion to e;erve the Director ned the President lib 

1aItectively all posslbltl. 'l"'he rH\lIts of that review, known 8$ OMS 2000, 


· were annollllcM in March 1994, The organillationat changes proposed as 

· 	 part of OMS 2000 Wf'.r$ implemented in April 1994. The changes wern one 


part of OMS 2000'11 llll'gltr set of reto:rtn$ delligned to integrnt.e OMB's budg

et Qnd management responsibilitlna, tilfOl"1fl8 that will take time to imple_ 

ment fully. '. _. .." ~ 


As requited by the Government Perfbrmance aod Resulta Aet, OMS will 
develop a strategic plan in tha cnming year. 10 a letter I;t) GAO rommenting 
un it£:l report on tbe OMB 2000 ~rganit:ati!nl, John Kn&klnen, OMB's Dep

'uty 	Director f(>t Management, stated that the stratE-gic planning proeeu. 
"oIThrs an ei:eellent upP'lrtul)ity ·f-or OMS to waluate Otlr institutionsl ca
pacity.•.. Thill plnnn~ elT~rt wilt addM"!lU the integration Qf manege
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ment and budget renpon!ribilif,ip.5I •• " and different nppronchea to int.egra· 
HIn\ &nd coordinftUon a:mong OMS', varlou! llnits.~ '!'he results of the plan
mns process should indIcate if lillY further !:henges An! nded in OMB's 
pritlritie9 Of strucl\H'C. _. .'" "I' 

Ill, ECONOMIC ANtl BUOOE1' ~GV . 

1. III light of the rr.duced deficit of about $130 billion projected lately ror fl.$eal 
year Hi95, do you think it would be teauwl\abl& tu atri~ to balance the budgel l\M 
mo\'(\ t/}Waro SUtphlSl\!4 before 2002? - . . ' . 

A. The AdmioiwaliI.ID remains CU1lunitted tv lm.h11}cil~lhe b-Wget by 
2002 using COO's f!(xmllmic assumptilmlJ:. However. 1 W!)Uld ncte that the 
Administnltivn', {illeni year 1997 bu<lget ahows the budm in surplus in 
2001 using the Admjni3Lmtinn'. assumptions about the liKely pctfQrma~ 
of the Ameriean eeonomy. ' 	 -. 

2. Pr'llsident Clinton's budget ~uut for flaw year 19'J1 proposell tax <lutll now 
that wtIukl be rescinded in 200] if tM deficit in the year 2000 is not below tM tar
Ctlt path tmvani balatm:!' in 2{102, If the denti! exceed! that taTget. ho-wever, it may 
be OO<.:ause the econom;r is in recession in 2000, or is oom1n& out c! a recession that 
leaves awollen defK'itll In ita wake. 	 . 

{A} If that is so, wouldn't rescinding .. W (,ut (I.e., nrising tuM) at that timil 
deol-p(':n thc rocession ami/or unrUormine a re«W(!ry? ' 

(b) WhQt are the' chancel that adopting' the President'. pro~aed "trirurer" could 
run serlmm risks afpledging the ¢Ouulry to anlilAhned fu;eal cont.n«;Uonf" 

A. At $Ome time during tht! next sUt: yelU'll, It )6 po;!lUJib!t: that an .utemal 
.vent may push the economy into 1.\ recession or a period of weak growth. 
The autornlltH: atabilizen. in the budpt wculd tend to il1l1elioTate the iro
p'l'Ict of a slowrlown in the first instaMe. If further sumulu$ was requirOOiIt would be advisable to rely firet on monetary policy, nthet' than on fir:K'!a 
policy'- Fiscal policy sMuld fbcus on a JDUger-term plan wbring the budpt 
defie!lt into balanoo. On}y if monetary policy were unable W offikrt. tht! re
IItrlliniug fOrce6 in the eoo:n<)U'tY would it be ;appropriate to shin wmporarily 
to a monl stimulative flll($l policy. 

3. A similar quootion can be pos!ild about President Clinton's spendinG' plan, which 
envisions limited spt'nding reduetiona before 2000 and thett bigger cuts t.o re~h a' 
blllan¢lXi budjet by 2002. What if the ecollrullY ill weak all it moves into tho next' 
eentury? Wau dll't it be w:User to make largtlr .pending ~l1ts /lO"N, when the economy 
is u:panding, than to put them oR' until a f\Jture time wh'm ~f.ntnchment could be 
even more unpleasant thlUl it itl nOW? 

A, A# J stated in an~r tv the previOU3 (j:\J1!I$tioo. at some time during 
the neIl lit years, it is po$&ibie that an ertemlll event may push tim ewn
umy into a reression ur low growth Wld, if that oceurred, it wGUtd be ai!vis
able to rely fU1lt on a\Jtomtilic atabililera lffid monetary policy to remedy the 
situation. We :Should ehange fiWtI policy only al\er it appeara that mont
tary policy will not de thn job. 

4. Ullemploymtmt is now below 5.5 perant and prooo.bly tanllot go much lower 
without enaU~ faber searcitilM and wage·prioe prcssures. lAng.term interest tat.e>:l 
rose sharply thu!I year as it became clear that the economy"9 growth WIl' re..acc:el

'erating 	and that Congress !md the President would nut soon te#eh a long-term 
blldget agreement. UElder these conditions, wwldn't a siz:enble further reduct.ion of 
the FedeTal deficit in fISCal yetir 1997 be jl1S~ wha~ the m;:urcomy's doctor would order 
to prolong prosperity .ithout inflation? " 

A. Deficit redudion is the best p:reseription for the economy's long-term 
growth. That m~ why the President. htuI asked the Cenjil"1!l$3 to COnlfl Imdt 
to the bargaining thble and ue the aub6t.ntial muwlllly ogmoo upon " .... 
ing. frmn the prior negotiations to oo.iance the Ul."'1iget. , 

HOWtwef, r would not eut.~tate concerns about the short·term stabUily 
of ma eoooomy. The unempluyment rote was 5,$ po&reent in May, [f the un
employment rate sta}'!! around thil level during the second half or toia year, 
o the Admiol$trtUOll and most priVAte f~tel'$ pnldkt, there will be lit· 
tle, jf any, UpWan:! p~un on prioe:s.. The PreBiden\'a bbdget calls fur re
ductions in the deficit in each y.ear, mtehing a .urplW! in 2001 under OMS 
e<:onomie and ttdmical IIJIlilumptWu (and 2002 under CBO UlIIumpt.icm}. If 
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during these yeats inflation aa:eleraw or ~nomi<: growth fal~rs. :mOrt&
taty peJ\iey IIhould adjust to $upply \he necessaty resuaint or stimulus, Fi.. 
eal policy should t'lOl'Itinue 1.0 fullow the ball1ncm h\.1dget prog:raUl IIICt rot'th~ 
by the Administration: ' 

5. Even after the uMxpooWdly high tax nrvenue repo1't.$d· br the Treaaury for 
April. the FederRI defieit. ,.moiru! about 1.7 piu'oont. or GDP in fure:.al year 199G, th" 
second $u~l!ive yea/' of ralatively full employment. Interest raw on Treoul")'
bonds have risen steeply aind! January. Uoes this imply ckarly thai the Ferrera! 
deficit i9 now crowding out sor.oo 'private investllll':nt U,uL 'I1therwla'!! wnuld help to 
mOOtl",...,jzjj and ~nd \.he private tK.lI'mmny and prolong this period of prosperity? 

A. The primal')' causes of the iru:rease in inwN'..st mtell this year am the 
acool~rl!.ti= in IlQ)nomic growth and the associated streng job crealkm. and 
market views about the Federal bud&ct deficit. However. there has bean 
'ilnClugb progress on deficit teductiQn that long-term inwrelft mtea now are 
lower than they were when the President took office, ewEn though the un_ 
employment rate is two percentage points lower find economic grOwth is fST 
more 9Olid, • 

. Many economists bellev(! the eCtmiimy is now operllting at close to its fun 
poteotial. This has led to 80me fearn in the fmMciai markew that the (!«)oil
amy might overheat. I would e~ theae fears to be allevlated-and intet~ 
est ..at.e>:l slowly to dtotllne--as the e«>nomy oontinUN to J)li!tform at s mod. 
erate pnoo with no aceeleration of inflati<m in the se~nd half of this year. 

Private irusincslI rlXed i:nwstment continues to grow at .a ras:~r "aU' than 
the rest of the econom,Y-4.3 pen::ent last year and i 1 percent (",l an annual 
ra~) in the first. quamr of this year, Meanwhile, tbe g{lV€rnment aact(lr (as 
measured io national .accounts, shrunk by 1.3 percent. last year and in
tt(lasOO at rmly 111 1,6 perrent raw in the fint quartet of 1996. Four 9\1¢1'.'\'!!1J> 

alve yeal'3 of lower budget defi¢ita have 100 to a boom in investment thllt 
IIhQWB ntl signs ofslowing. 

G, Them is renew~ iniere!l>t rerently in gflwmtl reform uf the FfdemJ tax ayatetn. 
Do you believe tha~ the pre:sl'lnt !>ystem should be GVel"hauled'? If so. ....hat form do 
you think mange Ihould take? How do you feel aoout further broadtming the ~ 
of the inorune tax? What 1lre )'OUr views about moving 1.0 a ~tem that would not 
tax income that people save? 

A. The President has said that we must pursua opportunities t.o make the 
lax system $impl~I' and· roore l."Mtducive to activities that encour~ ec0
nomic gr<fWth. Alternative sys~ that t.aJ: l:O!lSUm.ptiOD rather than in
eoroe hiive some interesting and attractive propertjea, b\Jt they also tend to 
00 mort! complell: than the current sY$~. bear more heavily on people of 
modest ~-WlS, or both. They also tend to mise significant muaition issues. 
The President hIlS endQl"OOd an important Iltep in the direction of~\lrng
iog: saving, witMut Ule !:05ts of{'(Inversion to a full-Beale consumption OO8e, 
.in his- proposed liberalization or the Individual Retirulen\ AeroUllt. 

7. Present blld~t proposals by both th'e Administration and Congt"C$$ would 
fteM& ~diseretimuu'Y~ Federal speriding in nominal dollan below its fi8CllI year 1995 
I~l through ZOOO 111' beyond_ E~n S:11}W inflation meanwh11e will eat away at ita 
purchasing power, Reducoous in the defenoo budget. which' made thi$ cgn~i(lmeni . 
cll.llmr for several yearn, may be (I-"l-'er. How do y;l:\J ~ the impact of aurn a long
term spending free:w an the funetions of th(!o Federal Government? Do you see atter. 
natives to Quell a free:e that migbtbe IXllwde:red? ._ . 

A. 1'0 f"tlomain within the disel'1ltionary spending limite, agencies will need 
to improve produttivity and ~ more efficient., ElNln 10, we will need 
to examine ~Iy many mating gtJ\'«nment fuctluns-and potentially ~ 
struet\lftl some of them-in order to provide adequate funding of the fune-, 
tions that \Vie decide g(wemment should OOl'lti.nUe to pe.rfor:m. Examples of 
Ute kind of changtl$ that are ~oo' haw< already lu'rt'al.'>Eltl t.hrough Ihtt 
Vke·Prna.ident's NatiGruilI Perfonnanoo Rev:itfw, bUt I will be looking for 
mare new ideas to help us remain wiUtin $iJending limiU! anrl stay on a
path to baillnoo,' ~.. . 

8. Do you think that Fed~rlll iUV:eStme.nt spc!oding en R&D. infrastructure. edu-' 
cat.ioo and trainin~nearly all (If which i& in the "diac:netienary'" part. of the bud;:'
e~n be .aclcquaroly funded under a ftw:;e on total dilm:t.iQnary spending:whHe 
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ulso providing mQre Federal reaourtes lOr enforecmeIl.t of crimi.nallaw8, immigration 
luws, and po.&ibly for dQfeuse? '". ' 

A. The Admlninrution hlUl glvlID a vt!ry high priority to lnui!u.ing invest
rMnis in the public and private Rttat that ..ill contribute to economic 
qrowth. "f'hMe indude: . 

_mtuming the budgtlt to balant:e to free up capital for private invtlSt
went, 

-,~ses in education and t:rninirtg to give Americans the skills tiwy 
. ~ to get b:r.gh·wage JOM in the new t!«momy; 
_proposals ro fund 8 lmlanced mix of basil:: rewarch, applied ",_..earth, 

and t.echnolnp'Y development-Illucit of it through cooperative prtl.}ect3 
'With private indtffitry; and . 

_propOSals to improve f()~ign. trade by aggressively &eekiug to open mar
kets in Japan and other O)untries. . -.

This can be dmre while increasing support fllr eufornement of laws and 
continuing adequate defense. But. it will. require t.h!lt. the Congress !lnd the 
Administration wurk together to cnnstrain sPending en Meml of lower prior, 
ity. . 

9. The perennial strUggle to oontain spending \IP to nnw hll$ yielded only tem
porary reductions in the upward tI'a~ry of budget deficits, largely becaU8$ con· 
tinuing iru:reases in medical entitlement costs have not boon addressed. Pleldt! {)u~
line yuur lde:a& on what bli5ic reforms yml wouki rerommend to add~ this il,l!l.ue. 

A. The President's 1997 bud¢ propose specific policiel! to reduce tnedi
eat entitlement ooste and to reform Medicare and Medicaid. 

The President', Medieare plim etrengt:hens and impruvea the program, ro
duoos a~ing by a net' $124 bilhnn ov~t seven yearn, snd imprt1'fe3 the 
solvency of the trust fund to l,UISuro the viability of the program. Specific
refmms give seniors more choku lUYIOng private health plans, make Medi·" 
care more e1flcient and teSponsive til beneficiary n~. attack fraud 'aMI 

. 'abuse, rot the growth rate of provider p"yments. and maintaio the Part B 
premium lI~ 25 ptm:ent of program coats. 

In reducing the rate of growth of provider p"yments, the Admlniatrlltion'$ 
pian changes the payment tnclhodoklgy fur bome health, skmed nuning, 
snrl hospital outpatient depart.m.ents to a p~e payment sy$tem. a 
methodology that ha$ been successfully impl$meuood to mcdernte the nse 
in Med~re in~tient hospital erpendit.ure5. The Admini&tration ia aIM u
perlmenting 'Wlth uew market-oriented ptilyment mMhodologies that will 
rest the feuihility of cm:npetitive bidding for Medicare lret\'ictf9. 

The president', plaf\ would l~il the growth tn Federal Mooiwd ell:p(lndi· 
tures by $54 billion aver seven !rears. The plan haa tlm\e toroponenta; • .tn
precedented. new flexibility for State!!- to administer the program; a per cap
il..a cap fmane'ng structure; and reduced and m-t.ngf!ted IDSp:ropotttolUlt.e
~hate ho~pital lUSH) spending. . . 

10. St.e~ have been ,takernwer several Jears to curtail Medicare and Medicaid 
~peDding. MQ!ltJy ihese have involved limiting payments fur ~t'Vioes to doctor& and 
hospitals. As a nMillt some doetonl limit the federally insured patillUts they StUye. 
and" SOUlil.'i ~pitU liroit Medicaid patients. President Clinton's t::W'Tent budget pro
polUllJi1 rely hejlYily on p~ding with this awroach. Do yeu think it is plausible 
to make further siphle cute in medical entitJerMnts through further gaillS ilt il'!1Ti
e1lilncy and further fllff (:uts without limiting .crvices to plltienta andlttr making pa
tients pay more gut of their poeket.s? . 

A. The Administmtinn believes that the rate of grtIWth of the Medic.are 
and Medk:nid programs can and atwuld be alowed, but that these pmgrams 
shl)uld be addreued In the oontext of broader health rnfot1lUl to ensure that 
quality arid tlOOl'&$ an maintained. All part of his plan to batanoo tM Fed· 
eral budF-t, the P~!dent h8!! proposed to roduoo $pelldjng in ~he Medicare 
pro~am by $124 bIllion ~t the next lI(!Vllll yeal'$, and }ttMedl~aid, by $54 
billIon. The Administration believes that rei:!uclilllts of this rnaenitude, in 
~mbin8tion with the insurance market reforms and 11 new program to help 
people who 100e their jobs maintain Ulelr insurance, aM!: reasonable and lit
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fainable, and do not POllC Il riJllt of diminUihing IXWer:t'lge for txmcfido.rice, 
I ngree with thiil n!J8008m(!ont.· . 

While tll)me of the Me<iiCl'lre savings Pl."Qpoaa)s in the Presldent'a platt tire 
.rOOuctions In provider payment rates the President's platt also ~ to 
reform the payment methOdology for hospital ootpatient dttpartmenta. home 
health, and skilled nuruing facilit)' t>elViees. By moving to 1'1. p:rospedivo 

. payment methodology for these services, the Administnttioo hope' to take 
advantalrl! of the fTeater efficienciea thnt have been achieved, for example, 
in inpatient hos-pltal !lemct\1!l, In addition. the Administration 1.1 (:~ri
ml'.ntmg with new ro1I.fket-ba.sed Bpproaches to pricing of Metileare servl(ti.. 
in order to toot whether competitive bidding is feasi~le. 

Currently, Just uver 90 percent of all Mt':diearo-aUowOO chhrgea for phYllj· 
clan llel"'lioolll are billed by pby!liciantl acoopting Mediearc'lI payment rate lUI 
~piiyment in fuJ1~-.an all-time ~h. Also, 96 percent of dortortl l'IeSponding 
to a 1994 Phyaician Payment ReView Com.mis.t1ion (PPRC) survey were a~· 
ceptitul: new Meditare patients, a percentage roughly equal to the pen:ent-
Age ordQC.ton aC1?E\pUng new pri'V8tel)'-ins\l~d, (OO.fONltll'llloe patilmf.$ ('97 
perre.ntJ. The PFIU;'$ most recent Annual &p<lrt to ~ngress (1996) noted 
that 9() peJ'C¢nt of Medicare benefieiaries surveyed in 1995 nrpotood no lrou
ble getting medical care during ~ 1994. Finally, !.he vast majority of boa
pita!.!t-mote than 6,ooo-also aa:x!pt Medicare patki.nts. 
. In the Medicaid program, the President's plan ill dmigned to limit the 

rate (If cost growtb on a per person hasis~ so that beru;ficlarles will eontinue 
:::a~~nm~ 111':0011$ to A maaningfull>enelits pa~ 88 C()1JU are mod· 

11. 'l'htllmdget (Itltlook is henlly and increasingly dependent on projections nf in· 
terest rates. The aeonomic outlook u:..ruhtrlying the Prcsidtllll's budget projections 
mnst be dMeribrd·u optimistic. Rates on a·month fuuury billa am projected to 
decline steadily (rom an QlIentge of 4,9 peN'ent this year to 4.0pueent by 2000 and 
to stay there, Rates Of! il}.year notes are Pl'Qj~tOO ro dooliru~ from 5,6; perrent this 
year til 5 1) ~rt(:nt by 1m and tv remAin there. So the Administration !I projection 
ror 1'9:96 lJJ a full percentage point below current market rates on 10-year IlOtes. It 
is 0.1 p(lrt:entqe point below GEIO's forecast for 199'6 and VI peroe[jta~ paints 
belaw CBO'.prt:ljection .IW 1998 onward. 1m yw think the Administrations budget 
foroeast shoold Allow f;)r higher :h:l't~reU paytnel1ts1 . 

A. 'l'be eoonmnie fQn:<:.astu d~bed in the question are based on different 
PO~ assumptions. The Administration's forecast assumes that the Presl
denls balanCed budget proposals are adoptOO. The Coogressional Budget
Offiee: propares a baseline ft:m:cast that assumes ~ budget pollcies. 
and also preplU'tlS an alternate ihueast that BSBUtnes s bsl:mred bwlget 
within li!IWen yes.ra. Both COO and the Administration agree that interest 
ntM will hi; JOWllr with a balanced butli!:et.., and oonvenrely that-raW<! will 
be higher witilout one. nH~Il~ is liUle difference in their intes"est rate fore
taSU when based (Itl the same fuleal policy assumption. 

'}'he que<st.tot1 rompsres the COO forecast ~der current poiicies to the Ad· 
minist.ration'. foremst under a balarn::ed budget" For instanee, it says that 
enD's 1il-year note ~ of 6.4 percent in 1998 is 140 basis point& above 
the 'AihnirtlstrAtUm's hSumption of 5.0 percent. 'I'M 6.4 percent figure fOT 
CEO as:IUlne5 no change in polky. With a path toward li balanced budget. 
cao ftM.Umes a 5.3 percent 100year rate in 1998 {June O'Neill -testimullY 
of Aptll 15th). Thus, the ditrennce is only 30 buill point.. 

12'. The nltirement of the' baby-boom generation iromises to be the big&elit fiscal 
challenge thia Nation hIlB faced since W(ltid War 1, but it will last much longer 
than the four Ul rlVf$ yl3ar& nf that war. If mWlca1 science ront.inW!3 to iuaea!le in~· 
eotruthreooess and OOl!t, as it has in n;a;nt decade&, the challenge may be even gn!\lit
~ than now foreseen. This fiscal tidal -wave is barely 15 years away. What guidance
will you give the President in preparing for thi'l challenge today? How lin you fart\w 
S~ that the Nation can rope with entitlement. claim. that begin to'S(lQl" between 
2010 and 20151. . 

A. The demegraphic pressures of bahy·boom retirement ptEillient a hO$t (If 
tI,scal cbat!en.ges. particularly for the Social Security Ilnd Mt"dicart" pro. 
grams. OMS has published long.term projectinns thllt I;now that even with 
a balaoced budget agnoementL~ deficit wilf reemerge Ul'OOnd 2020 and will 
rise thereall.er~though even I>,Y roid-century. it will reJ:Wl.in (ar !ow~ (as Il 
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pi!ffl"nttige of GDP} than it Willi In the 19808, Other ngeneies-including
eBO and GA~ that ueflcll$ will Ti$(! with 1m; reti1wneot uf the baby 
boom. However, because a balanced budgtrt in the near term will put us on 
n much mDrn BOund path for the retirement of too baby boom, we should 
puraue thfI t'irIIt steps tow,ml n «lSponsible fbeal polley now, a$ thf.' Frt.sJ
dent has ~. Then we still have time to make additional mtlderate 
otnwturnl changes in entitlement progrfunIl t.het will 4voki the reemergence 
o£ the deficit. 

13, Eoonrunists, inr:ludins: Federal Reserve Board Chniml1'lfl. Alan Greenspan, 
ha~ st./l:Wd a belief thal the (XII\8Umer prioo index, which is \l$ed to adjust Social 
Security paym~nta for inflation, 'overstates the rate of inflation, because it fails tl3 
rMOgIlize m(lQt quality lmprmwmenu> lind innovations In the products, lIS 'Nell as ei_ 
rtci~nciell in how Uw,y are sold, &me «unomists have pmpcsed that W'e trim infla
tiM m:ijustments to Soci81 Seeurit,Y benel'itR by WI mueh u orm percentap pOint an
nually, which W<luld save Inereasmgly large lImounta /Wrl( time. We 8100 (>')tJ1tf cal
eulale"p price index specifically de$'igned to re~ pureiuuJ;ing patt.erna uf elderly 
households. What is YOUl' view ufthisline ofthinking"! . 

A By Uesign. the O:msuuler Price Ind\l'X (CPt) is 8 IDerulUn! of the chapge 
in tb\l' oost of purchasing a fix.r.d matket baskot of good$ and services. The 
fad thnt the CPT is baOOd on a fixed IIlIllkot bMket mean. that the CPI 
....ilI telld to rille nwre rapidly than would It trUI! eollt.ef~li\'ing meMU1'e, The 
Bureau of Labor StatistiCil (flLB) and other research puts the Ill~gn:itude of 
this effect at about 0.1 to 0.2 pen!tmt8.J,le pointe per yeAr. The BIS now pro. 
dU1:e$, on a regular bask! but with a lag reflerling the IUltl.lre of the infor
lllatWn needed fur their akulation, experimental meuruQ that take inti> 
fle«l'U(jt the subl!tituth'U)$ that oo11$l.Iroo1"4 tI~ke in their pllrch~ as ~I~ 
atille pril:e9 clt.ange. Given additional retWUt'006, the aLB could produce a 
measure or measnres of thitl sort that have procWDl'I comparable to that of 
the ongoing CPt 

In additlen, BLS researchers identified a subtle t«hnical problem, which 
hiler became known as "fnnnula hiM," that added about 0.2 petcmta~ 
point per Y\l'flr ttl the growth in the CPl. Onre the BU! finlt uncovffed thIS 
JIl'Ohlem late in 1993, however, it moved ~uu::k1y to oorrect it. It chanl!ed 
the ptooedUre3 UIINl to ealeulate the CPt ill two SUlpt'l, the t1l'&t effeel.lve 
with the data fur January 1995 ·and the !!eWnd effective tOr June and July 
of 1996, that have fuU, corre<;t.ed the "furmlJ!a hias" proh1o!:Il'I. 

The wild card with :respect to encrs in the CPt is haw well changes in 
the q~laHty of goods and servleu are refl~ In the oonlltruction of the 
indeL BLB make, 0. considerable eiTort to aoc:aunt for chan~ in the qual
ity of tM items it prlwl, but thm it very diffiwU to do. Although mJl:ny b&
tieve that the CF[ is biased upward because quam, improvements are not 
fully AOIXlunted (or, it ill ,lXliMible that, at least in certain cases, qUl'lJity M
jU$tmo'!nt problema hlad i.n a downwenJ hias in the CPt Although varjDu9 
le!lean:hcrs have rome up with eat.imJl:~1II of the overall hias in the CPI, all 
have strossed the tmQlrtainty lIurrotll)(jlng t.hosIl' estimam. . 

The sea.md rarl of the question has to do with the possibility of ~n
structing a CP for the ekletiy 1'he BLS in farl hail bf..en PMuciug an ex
perimental CPI (or Alnerieana 62 years of.!lli'! and older sinar 19S1. This 
lnrlt'~ is roruatrueood by rewei~hing the CPI data wreflect the spending pat
tAtrnll or the elderly atn:lSS different broad categoriu IIf expenditure. ()ver 
the period (rom December, 1987 throulth December 1993. tJili: e:l'perimentlll 
index grew slightly faster than either the CPI-U, the en fllt all urban ron~. 
sumaN, -or lht! CPI-W, the CPi for urban wage snd clerieal workers, which 
is the index used t.Q Ildjust Social security payrneuta. This is only experi· 
ment<tl, }wwl!Ver. A1~, ttIllatructing additional CPla Ctluld be expe1l1Iiw:, 

. 14. So long AI U.s. ('«!nOmic ItOCfltLrtt4 IIhow a gap between to... domestic saving 
nnd domesm, investment, the United StAtes needs nllt capJtal InlloWli from abroad. 
(Thie means, incident.aUy, that we IlbJl) ~neOO~ the cur~nt Ila:ollnt deficit that IlUlo
matteally c:om€S with nat tlI.pital inll€"n'ISJ Can we assume that capital from .broad 
will. rontinue 1.0 flow in at adequate rate(! Wbat would he the (:(ltlseqo.ienflt'ls if nd; 
eapl4l1 infloWB b!>4;an Ul filII short of the ameunta needed to bridge our saving-in
vestment gap? Dc you think it is import.anl to reduce this depelldency1 What course 
of action would you recomnwnd to do so? 
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A. For about 15 yenl"B, the United. Staten bu relied en an inflow of fhr
elr;:n cnpiW to finance w ~ of domeutic inveetment over domestie IIltV
ing; but the magnitude of the inflDw hM subsided in the 1990·s. In 1987. 
the U.S. eummt !:I.«I:IUnl deficit Willi 4166 millon, or lUi percent of GOP. 
wtY*lU, it was $148 hiJllDn, or 2.0 pereen~ of GOP. 

The jJetsisWnee ef QUI' net 00rr0w~ refllKt$ II luist Q( £act.g"" inchxHng
the very higb hiJu:sehold savingu raWs: In eountriCfl sueh AI Japan that imve 
been J)el"1listently in .11'1"lu$. !n ~nt Y""~, the U.S, eecnomy has grown 
!ilSter than utOIJt ethel' m~C»' indut!trial tountrieJI, iccluding thOM with cur
rent acrouut tlU;plusea. To 80me utont., that has oonbibuted to our trade 
deficit, because U.S, toll4Wllern have been the most able to buy. Foreign in, 
yeaton have shown no Wlwillingnc.\18 W euni.inue h~'VtI!Itinc in the United
Sta~a,. pattic:ularly in tight of cur f>tu::ccu in redUcing cur budget deficit 
whkh Ii now the lowest, e Il j)(!rrentage at GOt', of aJl the mAjor ipdustri.
alized nat!oDJJ., , . ' 

The OOllt poliq to reduce Ow dependence of the United Stawa en capital 
inflows (ram Ilbmad is to continU(l to roduee the Federal budget deficit 

1$. How do.you VliYW the idea of oollect.ing user fees frtml government s~ted 
enterpriH8 such fiJI Fannie Man and. Frnddje Mac fur the benefits ofthejr Federal." 
chllrteN? Gould tills be a aignificant SOUJ't"iE! of.Federal revenue? 

A. As stated earlter, 1 will M¢Usa mY$e1f with respe<:t to any decision ~ 
garding the impot'ljtil,lo of usec fees llpon Fannie Mae. However, to be te
s~iWl W the CwnmitJoo's quesUofi, and only addressing OSEe cenf'Jally.t can state.u (oll~ 

In c~aUng tha GSEJI. Congreu mOOe an explicit declaion to providfl them 
with eertain bMefits to enable them. to perfon:n publie mimons.. ~ 
can always charip the bilianee between the twa. In my view, it IS pnrl"eraMa
w either dire<:tly redut:e the benefits Dl' expand the mill-l1ion expectations to 
8ehie:v,r; a new balance. If the PUl"pOBfI of ~T fees is additional revenue, 
then ttney sMuld be meamred for emdern:y and policy implications as any
ether excise tax would be measured. ~ shcmld be taken that the imposl_ 
tinn of uil(lr fees is not misconstrued as the equivalent of an insurance pre
l1lium or gtIm'1nift tee, ther-ehr cmatlng 8 large eontitlF..nt liahility for theFederal Giml:mment. 

IV. BUOOET PROCtss 

In the past decade flignificant changea have tMen mad!!! in the Federal budgfi. 
p~'q! prineipally as part of an ongoing ~fl'ort to reduce the de(idt The BahnU':ed 
Budget and Elnergeney DeCiCit C\>ntrol Act of J9SS elltablishi.'d declinIng annual def. 
icit ~ta enforced by a sequellUllti<m p~> Th!!! Aet has been amended signifi_ 
eentlyon llu-ee OCOMlons. in 1987, 1990. and in 1m, The 1900 amendment.. knOWn 
l'UII Uw Budget Enfon:enwnt Act of t990 (RIM), we", enacted as part of n multi-year 
deficit reduction lI,gTeement that jettisoned the enfOI"Otlment of annual deficit targeta 
.in favot of the enforcement (also by tleqUestratien) of discretionary !>pending limits 
lind II ~paY-a.l-you·go~ {PAYGo} requirement to eilsum that the deficit uaueQon en. 
acted under ~ ll"Iultiyea,r :agreement would be pN&erved. The 1993 amendments 
extendt':(j the di$cretionaxy Mop!M1ding Iimiu and thll PAYGO reqvin:mellt through
1998 without lIignifieant SIJ~tantive revision"", '"' 

1. In terms ill specific budget pt"(I(ledures adopted to redUce the budget deftcit. 

rould you comment <In the effectivon_ of the Bal~ood Blldlrot and Emergeru:y Def

icit Ctintrol Aet of 1985 (Gramm-RYdman>Hollings) IWd the Sudb'et Enfl)n:ement Act' 

of 1990, Given your views, what type cf control mechanisma do you believe should 

hrt adopted to keep WI on a path toward a balanced budget? 

A, r ~lieve the DEA, parneul:arly the PAYGo rol~: h4$ been relatively 
$UCC!I'.\R(ul. J also ~1i1Mt that changea to the budget Process e&nnllt serve 
as a 1iuoot!tute for the eIToru of the P~ent And Coitgress to 1'C8ulve im_POrtant policy issues, ' 

. tt The FA YGQ Pl'I.1eess under the BIlI.!gg En(of'Olilmeot Act' has been eHticlzed 8a 
ine«ective iII mot.rolllIlg spending beeauu it dOOll not apply to mandatory $pending . 

"already in law_ What ure your vieWl on strengthening the PAYOO Pl"OOCt18 by itnpaa.
iOf an ttm:I;ual cap on mandatory spending growth? , 

A. A 1tIand~to:ry cup is undesirable (or IU!'Vernl l"eUons, 

http:corre<;t.ed


28 

• A cap by itself would not cut spending or address the hard choices that 
are necessary to restrain mandatory spending. It would simply leave 
that for future Conv-esses. This was ODI! of the major defecte of 
Gramm_Rudman_Holhngs. The best way to reduce the growth of man· 
datory spending is for the Congress and the President to enact legisla
tion that makes specific reforms in those programs. 

• A mandatory cap would not necessarily focus on programs responsible 
for the rapid growth in mandatory spending. A sequester would reduce 
spending In many programs that are not experiencmg rapid growUl. 

• Many mandatory programs are designed to be Gautomatic stabilizers"
that is, they increase more rapidly ~~=tt economic downturns so as to 
offset the effects of slow economiC _ A mandatory cap could de
feat this useful f~ature. with disproportionate effects on the most needy 
Americans. 

3. The spending targets established in Title II of the fiscal year 1996 budget reSO
lution reestablished the firewall between defense and domestic spending. Do you 
think that this distinction is important? Do you believe it is an effective way to re
strain spending? . 

A. The firewall between defense and domestic spending in the budget res· 
olution should not lead to a return to separate discretionary spending limits 
for defense and domestic spending in law. The caps on total discretionary 
spending, enforced by the Budget Enforcement Act procedures, are needed 
to help balance the budget and should be continued. However within the 
total discretionary spending caps, we should retain as much Oexibility as 
possible to allocate limited resources in the annual budget process. 

4. Deficit reduction clearly has been the principal impetus behind recent budget 
process changes. But complaints about the budget process also extend to other 
areas. Man), complain that the process is complex and confusing, that it consumes 
too much time and is needlessly re~titive. However, it is also clear that much of 
the complexity, confusion and repetition is related to changes made to strengthen 
budgetary discipline largely to reduce the deficit. In your view, what could be ac:com
plished by budget process change? Can the different goals of various reforms be rec
onciled with the commitment to reaching a balanced budget? 

A. Changes to the budget process should reinforce what the budget is in
tended to tlchieve in the first place-to help the president and the Congress 
decide: (l) What portion of the national economy is allocated to support the 
activities of the Federal Government; and (2) What those Federal activities 
should be and how much should be spent on them. Cbanges should also en· 
sure that resource allocation is linked to program results. It is important 
to emphasize these overall goals because much of the complex and time-con
Burning nature of the budget process is linked to disagreements over policy, 
not the pl"(l(ZSS itself. . . 

Although rules cannot make policy. they can give impetus to policy goals. 
Three process reforms warrant highlighti:'lg: 

(l) The discretionary spending caps and pay_as_you_go limits on manda
tory programs and receipts should be continued. Returning the budget to 
balance will require several yearn. The discretionary spending caps and 
pay-as-you-go limits will help ensure that future legislative action does not 
compromise actions taken now to return the budget to balance. A budget 
agreement should include legislation extending the existing discretionary 
caps and pay·as-you-go limits. . . 

(2) Biennial budgeting would reduce the amount of time now spent on the 
budget process to the detriment of other needs. The National Performance 
Review recommended that the Federal Government institute biennial budg
eting. and the Administration has supported legislation that would move to- . 
ward a biennial budget process. 

(3) There should be a focus on implementation and improving program 
performance. Enactment of the Government Performance and Reaults Act 
IS one of several changes that herald a new budgetaT)' climate, with greater 
emphasis on identifying what the taxpayers' money IS buying and ensuring 
that programs are effective and well administered. OMB is working with 
the agencies to integrate the new GPRA requirements into the budget proc
ess and eliminate or reduce outdated requirements. . 
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5. Do you believe the practice of a current services baseline budget Increases the 
level of Federal spending? Do you see any difference In the application of baselines 
for discretionary and mandatory spending'? .. 

A. The current services baseline is a very useful planning tool. It provides 
a reasonable estimate of. what receipts and outlays win be unless pro
grammatic changes are enacted. We need to know this before we can decide 
whether to restrain spending or to increase revenues, and if 80, by how 
mu~. . 

. Spending ior mandawry progrllIIlll is increasing because of the require
ments of current law. The baseline estimate Simply quantifies the cost of 
these requirements. The only way to alter the level of spendinlf for these 
programs is to enact legislation that reduces the Government s commit
ments by changing benefit levels andfor eligibility criteria. Any other base
line would misstate the likely level of spending under current law snd 
therefore would be an inaccurate starting point for making decisions. 

The discretionary baseline is different because, unlike for mandatory pro
grams, Congress must decide the level of funding for discretionary pro
grams each year before new funds can be spent. The BEA requires that the 
baseline for discretionary budget authority be held constant in real terms 
(i.e., adjusted for inflation). Some have argued that this has encouraged ex
panding discretionary spending because it allows spending above the most 
recently enacted appropriations to be characterized. as a reduction. There 
are at least two problems with this view. First, it ignores the fact that cuts 
from the discretionary baseline really are reductions in the services pro
vided by Government. Even at .today's relatively low 3 percent inflation 
rates, a nominal freeze in discretionary spending amounts to ahout a 20 
percent reduction in real terms by, the year 2002. Second, in comparison to 
mandatory spending, discretionary spending has been restrained consider
ably over the past decade, and particularly under President Clinton. 

6. OMB and CBO frequently differ in their spending and revenue projections. Do 
you feel that such projections are too easily suoject to political manipulations? How 
would YOIl deal with dIffering projections? . 

A. President Clinton pledged to use realistic economic projections, and 
under OMB Directors Leon Panetta and Alice Rivlin, the differences be
tween OMB and CBO have narrowed considerably as a result. SOr unlike 
in previous administrations, OMB's economic assumptions are wei within 
the mainstream of economic projections. I will continue this practice. 

Estimates of revenue and spending are the result of numerous measure
ments and assumptions made by human beings. Often differences result 
from variations in the relative weight to be given to various factors: In my 
experience, the best way to narrow technical estimatin! differences is to de
velop a collaborative process for reviewing estimates. I Congress wanted to 
consider such a procedure AS part of its budget process, I would be happy 
to work with the Committee on developing an approach. . 

7. Many of the detailed decisions on spending cuts necessary to achieve a balanero 
budget by fiscal year 2002 have been left unspecified and must be decided in the 
next few years. What mechanisms, if any, would you recommend to ensure that 
such actions are taken? . 

A. The President's fiscal 1997 bud~et calls for significant savings in dis· 
cretionary programs over the nert SIlt years. The budget also proposes to 
enforce the savings by extending the annual limits on total discretionary 
spending. . .. 

Starting with fiscal 1991. Presidents Bush·and Clinton and the last sev' 
eral Congresses have employed annual caps to limit discretionary spending. 
The caps have forced the President and Congress to make trade-offs among 
hundreds of programs within an annual overall limit. The.President's 1993 

. economic program extended, through fiscal 1998, the caps that were then 
in place. The 1997 budget calla for making large savings in discretionary. 
programs by extending the caps through 2002. . . 

The 1997 budget contains the same specificity as prior budgets of this Ad· 
ministration and the budgets of previous Presidents. For the budget year 
(fiscal 1997), the ·Administration detailed every line item in the budget..
thousands of pages that comprise ~e Appendu that OMB publishes each 
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year. For the subsequent years, OMS provided funding proposals at the lev

els of function, 8ubfunction, and for program-as OMS always does. 

• Imbedded in these numbera, the 1997 b~dget maintains and expands the 


President's almmitment to education and training and to the environment, 

proposing substantial new resources for those priorities through 2002. To 

fund those priorities and also reduce the deficit, the budget lays out a path 

for large savings in discretionary programs acrosa much of the reat of gov

ernment. 

Budgets provide multi-year spending plans, but the appropriations proc

eSS is an annual process. Presidents revisit their specifIC funding proposals 

in their yearly budgets, and Congress makes binding decisions about which 

programs to fund one year at a time through the 13 appropriations bills. 

President Clinton undoubtedly will make adjustments each year, while re

taining his commitment to annual caps on total discretionary spending and 

to his investments in education and training and in the environment. 


As you know, the President pledi!W to reach balance under OMB and 

CBO assumptions. The budget includes a "trigger" to fulfill that pledge. As 

I undeIlltand it, the ~trigger" works like this: 


• 	The President's 1997 budget caps discretionary spending at levels that, 
when combined with proposed changes to mandatory spending and 
taxes, would reach balance in 2002 using CBO's relatively conservative 
economic assumptions. 

• 	But the budget also calb for a determination, at the end of fiscal 2000, 
whether the budget is on track to balance. If deficits are lower than 
projected because OMB's economic projections turned out to be more ac
curate than CBO's, the trigger calls for. fewer cuts in discretionary 
spending in 2001 and 2002. 

If the necessary determination is made at the end of 2000 that CSO's ec0

nomic projections are accurate, the President is committed to making the 
additional cuts in discretionary programs to reach balance. On the other 
hand, OMB generally h8.ll proved more accurate in forecasting the economy 
than CBO during this Administration and therefore, additional cuts may 
prove unnecessary. 

8. Do you think the budget resolution should be presented to the President for 
his signature? Do you think that this early involvement between Congress and the 
president on the broad outlines of budget policy would facilitate agreement on the 
details later on? 

A. I believe that early involvement between Congress Ilnd the President 
on the broad outlines of budget priority might facilitate agreement on the 
detailB later. One means of achieving that might well be to make the budg
et resolution a joint resolution presented to the President for his signature. 
Other methods might also be found to achieve the goal and glve appropriate 
weight to the views of the President and Congress in the budget process. 

9. The Line Item Veto Act waS signed on April 10,.1996 (P.L. 104-130), providing 
the President with enhanced rescission authority to cancel not only items of discre
tionary spending in appropriations laws, but also changes in direct spending pro
gramS and certain limited tax benefit provisions in revenue measures. Under what 
circumstances would you recommend that the President use his authority under the 
Line Item Veto Act? Could you suggest some specific situations as eJ.:amples? 

A. The Line Item Veto Act does not become effective until calendar year 
1997. It conveys broad authority that would be applicable to any item of 
discretionary spending in an appropriations bill or report, as well as to any 
item of new direct spending and certain limited tax benefits. The purpose 
of the authority is to allow the President to reduce unnecessary or wasteful 
spending without vetoing the entire bill, and I would eJ.:pect to recommend 
its use in those cases where it can effectively achieve those goals. This type 
of authority is completely new and has not even taken effect. We will need 
some experience with it to undeIlltand how it may best be used. Therefore, 
I do not at this time have specific situations to suggest 88 e:mmples. " 

10. The Federal budget process is often critici1-ed for its comple:rity and redun
dancy. Should actions be taken to streamline the process? 
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A. Much of the criticism stems from the outcome--or lack of outcome
from the process, rather than the process itself. For example, the process 
is not soleiy to blame for the repeated Government shutdowns and threats 
of shutdowns last fall or the 13 continuing resolutions for fiscal year 1996. 
They resulted from disagreements aver substantive issues. 

On the other hand, the current process is not designed (or easy collabora
tion and compromise between the EJ:ecutive and Legislative Branches. I 
would certainly be open to discuS9in~ new ideas with Member!! !!f Con,re:::s. 

11. What would you recommend to eliminate or at least minimiw the disruption 
in Federal Government operations, including agency shutdowns and employee (ur
loughs:caused by f~nding gaps? 

A: The Federal Government was required by law to partially shut down 
twice during the flI1lt hal( of fISCal year 1996 because neither a complete 
set of appropriation bills or a continuing resolution was enacted in a timely 
way. With certain exceptions, the Anti-Deficiency Act prohibits agencies 
from incurring obligations unless Congress has passed and the President 
has signed either an appropriation bill for the agency or a temporary appro
priation known as a omtinuing resolution. 

A shutdown of the Federal Government is obviously a very serious matter 
with substantial costs and significant dislocations for the American public. 
The clearest lesson to be drawn from the two partial J:'overnment shut
downs is that it should not be allowed to happen again. DiSputes over budg
et priorities should not be resolved in a crisis atmosDbere where recipients 
of government services and Federal workers are needlessly harmed. 

12: One criticism of current budget procedures is "that sometimes dive.rse elements 
of the budget affecting the same types o( economic activity are not coordinated. For 
example, tax expenditures and dife(:t spending programs afTectinfj' the same type of 
activities--such as housing or business investmenl-are not conSidered in coDJunc
tion with each other. Do you favor any reforms which would promote more coordi
nated budget decision making? 

A. I undentand that OMB is taking steps to increase coordination on 
these decisions. For example, as directed by the Senate Governmental A(
fairs Committee report on the Government Performance and Results Act 
(GPRA), OMB and Treasury are developing a framework for performance 
measurement for tax expenditures. This framework should enable us to bet-
ter understand the economic effects o( tax expenditures and permit useful 
comparisons with outlay programs and other means of, attaining desired 
outcomes. OMB has alsO undertaken joint fall and spring reviews of tax eJ.:- . 
penditure, entitlement and discretionary programs, using cross-cutting 
frameworks, in areas such as housing, business development, health, and 
retirement programs. In addition, OMB has been active in cross-cutting re
views of frograms of Trade Promotion Coordinating Committee ('!'PCC) 
sgencies. believe OMB should increase this type of cross-cut~:ordina
tion and would hope that the Congressional bUdget process use of 
its results. 	 .. 

13. Legislation to conU:OI unfunded Federal mandates ';'as enacted early "in"the 
104th Congress (P.L. 10-4--4, approved March 22, 1995). How·would you assess the 
initial impact of this law on the bu~get process? . . 

A. The unfunded mandates statute amends the Congressional Budget and 
Impoundment Control Act by requiring the Congressional Budget Office to 
report Significant non-Federal costs of all new legislation to the Congress 
whether it is directly related to the Federal budget or not. The unfund;;{ 
mandates law attempts to recognize the significant costs of Federal propos
als on State and local fLovernments or the private sector before decisions are 
made, an objective the President stronglY supports.·· . 

The Federal budget process, on the other hand, (ocuses mainly on Federal 
taxes and spending, as opposed' to the non-Federal activities of State and 
local govemments and the private sector. In some instances, Federal budget 
decision.makinJ:' h8.ll direct cost implications (or unfunded mandates (e.g., 
Federal matchIng grants to States). ·In those cases, the Executive Branc1t 
budget decision-making process pays close attention to the effects of deci
siollB on State and local governments and the private sector. Affected 
groups are generally consulted before final decisions are made. However, 
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the unfunded mandates law itself does not dil1!(;tly Unpo&\' any new budget 
p~ requirements on the Ere<:utivt'l STancil. 

14. What aftlo the advanlagf!!! or disadvantage. of presenting a IlePlU':Gte capital 
btldget ror the Federal Government? Would aw:h a budget l'adlitste decisions wpro
mote upital ioves.~menl? '. . 

A.. the AdministTaticln has given n vwy hleh priority w increasing il'lVlUlt. 
menta in the public and l:rivate sector that will contribute to long-term eeo· 
nmnk grGwth. '!'helle i::::t:.ude: ' 

• 	 reducing the deficit to free up capital for privlfte investn\(>.nt; , . 
.. 	 irx:rellSel> in education nnd mining to give Americans the skills they 

need III get hicll·wage jobs in the MW eoonomy; . 
• 	pl'1'.!pO$81, to fund It balanced mil: of buk researcit, lIpplled researcll, 

and tecMa-!OjI.Y development-much of it through ~aUve p~ 
with private mdustry; and 

.. 	 proposals wimpi'ove fhreign trade by aggres&wely seeking to open Mar· 
lutts ,In Japan and othel' countries. . 

A change in budget sttuct.ure that di$tinguisbcH betw~n eepital inveflt. 
ment and operating funds -could clASSify as dlpita! I!xp.?.nditures pn'!jectA 
that art'! not troly <apital in nature or thaL havto little or no eoonor:n~ re
turn. I 8m ~ed that the adopUon of fI "eapital" budget witb a defini
tir.m flt ~enpitai" Umt was "'ell bfQlld vrould mete!y berome an a.lwrnative 
lititing of oortain bud~~ prionties not aubject w Ildequate revi~ ami com, 
plU"i&o~ with otllet' prmrities. 

The Pt.mident baa taken upecific action W identify and fund only the most 
prcductiv/1 proposals. Specifically, the President i9Ued Executive Order No. 
12893 in February 19&4, ~Prill(lp[e8 ror Federal Infrrurtrueture InVl!':n·' . 
ments,~ which provides guidelines f<'lT making investments in infrastrur:tUte 
thnt have tho hilfhes1 rnte of rvtutn to the Nfition's eootlumJ' as .II whole, 
In additit'ln. fur !.he third ;year in n row! OMB P1ans to pay l'lpeciai attention 
to fb:rd asset aequisitiol] m thla year'" DudJ!et tonnulatwn process. The go.al.
i, to WlJrk with agencies of the Executive 1'lraneh to improve planning tuld 
bud~til'lg fer fi1red assets, ani.I to ensure that important acquisitions are 
tTell~ ~uitably Md ~Jve 5ufftcient attention in today'lil constn\inred 
budg1'!!t environment. , 

Last year OMS issued BuJ1P.tin 95-03, "Planning e.nd Budgeting for Uut 
ACl:juisition of F'mtd As:ams." which Jaid nut RUldance: for planmg and tm/li 
Iyzmg fixed Wlset atqui$itlons and required tIie submi~e;jon (If d!lt& that en
abled OMB to focus more concerted attention (Itt fb:~ M$et acquisitlom: 
than in the past. The r&q.\lired planning alui anjl!yllIis Is, in fact, the same' 
m~thod that private- buslnef!$ call$ "CIlpital budgeting," The result.e (If all 
this htlvt been mOTe anslysis, betOOr seleetion, and more iUllostruents. . 

In additiun, a wparate cltapter in the budget incJudll!l toruIiderable lnfor. 
mlltion and analysis on investment using a definition of investment lUI a 
'whole~ physical capita!;.. ~elU'Cb and development. and education and train
ing (human capital). 'ntis permits anolYIJis of the total tnvestment OClO$S 
goWmmerl.t programs and oompariaon (If investments in human capital 
with other l"ederal investments. 

15. '!'he Hoose recently passed H.R 842 to remove the tratl3porlaloion trust funds 
from the unified budget. What do you bell .... e is the proper budgetary treatment of 
trust funds? Should all tru~t funds be subje<:t to the !Jat1te budgetary treatmimt? 
What atil yeur "'i~s on mlliutaining the unified budget gtlnt'!rally? 

A, The unified bud~t was fit1lt adopted. for the Fedf'n.i budget in fi~1 
year 1959, (In the basIS uf reeommendlltiom: ftom the President's Canunis
&ion on Budget Coru::cpta, The primary pu~ uf the unified budget is to 
provide 111 single, rom~rehensiV{! m_ure of the GovernmEut's economic and 
financial plans. A unifled budget .also prov.u.e. complete pfel#mtation to the 
capital mnrket9 of total ~avernment borrowing. Moving Fedenl e,tivities 
QUt of the budget results in an in«lmplete and jMCC'UtlLtn mefl!!\)te Qf total 
spending and nrve.tllre. _ 

In nddititm t.:J mnving four transportatiQIl trust fund. off-budget, H.R. 842 
WGuld eJ:!lmpt: from the spending centrals of the Budget Enforcement hlt 
Hpendit.w1!s from Ihese trust fuilds, and open the door to increased tran!l
portation .pending of up to $50 billion over the nut sis; yeara. This would 
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£o~ much I~ cuts in dise:retiunary pr~grtun~,g., defimse, education,
environment, #cienoo and technology, a.od law ent'ol"a:1lf«ml.-to scbieve halanoo by 2002, 

A Pl'Opo:mJ to 1ll1Ne transportation trust funds of'rbudget could pWmpt re
quests for ailllillll" trnatment ntother trust (uild" as it did durhlg cansider
atit'ln of tim fl$CAl year 1989- CMgressiohal BUdget Resolution. Ad hDIC meu_ 
Ure!! such at! thll.O, whit.h do nnt take ilIto acx:ount the impact. on balanCing 
the bud&et, could 4ileat public confide.!kli! in the Bl!rinUUie.!l$ or the commit•ment to R haJ8ll£OO t>'ldguL 	 . 

16. 'What do yuu ooll.llidee to be tbe Propel' bUdgetary treatmeut for the SocIal &,t • clU'ity, TYust Fundlll? . '. . 

A. ~iaJ Security is the largm PrtlQam in tho: Federal budgEt, And r be • 
lillvc it is delllh'abJe to show it separately from otherptag't'ams fur curtain 
purposea, In the BwJget Etlfol'Ct'.ment Act of 1990, Con~ aeated new 
j)aY<41l·ycu..go rules that ~uiro itl~ in entiUcment S~ndiog or tax 
cuts to be financed by cutting olh1'!!r entitkInents: or by l"aI$1nt Uo:elll. To 
protect Soein) Security from fiein; used to finance oUte- proPlJ3a1a in the 
budget. ~ PUt Socia! Seeul'lty -off budfl!t'" and IlXimlpUod it from the 
paY·Q$.YW-go requiremeuIB, Co:n.tres.s aJsc Ifllpletnented new Proeedural 
hurdles or fitewal18 that enable 'Me~ of Ca~ t4 mise PQillts ofnrd~r when a P~ biil would el1.lde the balAn-Of! of the tIuat fund ae,COunts, I 8Upport thifl ap~ch. 

However, I also support the ron09pt nf a unified budget that enabtea the 
President and tb1'!! Q:irigw.sa to conaider total Foderal receipts and e¥p&ndi. tu~, and their effects em the econ?rny, Therefore, it i$ prnper, fur purpones
of f'l5Cal policy, to OOllsider both un-budget Dnd off-budget programa. 

17, In pnera1, what do )'Oil feel is lh1'!! pro,wr budgetary. . treatment of tal: ex~ndj_tures? 

A. 'I'ht1 treatment or tal: expeAditUffl8 i$ improving. The- t:Uhllnt approach
inV1)ives: OJ '.reporting OQ taJ: Npenditu~ fur the bUdget year and OUt 
yearn in tim AIl4i~1 Pl!l'1J,(Jcctille$ volume of the hudget, am! (2) ensuring
that the costs or rut,., new tal: expenditures a~ offat't under the PAYGO pro
vwons of the BUdget Enforcement Act. In addition, OMS and '1'n>,.ftSUIJ' are 
developing It f'ta.meWork far perfol'.than~ ~1l1ement fur tax 8XpendituTet!, . 
COIlSutellt with the Gavemment PerfomlallOO and Results Act (GPRA) of 
1993. Thill fmmeW<lri: should allow the Pcdeml Government to better un. 
den;tand the eamGmic e1Yects of tax expenditures and penuit improved <1l-m
patisuns with outlay pro~ and other means. of attaining desired ou~
cam". A.a OMB makelll ~IIS on WlI fNunewotk, it will' Cl)I15u!t with.Con~ol units, .itu::luding the Joint Committre on Taxation and the 
<kneral Accounting Offi~, al dlreet.cd by the Senate Governmental Affain;Committee repurt. Oil GPRA. 	 .

Ulijma~IYl improved' ill(<m:nation about tru: expenditures will help the. 
government nnplement better policies. J will look fur adtiitiGnel mr.ans to 
euure that tax e~pandihU"es receive the SCrutiny their importance tequites. 

18. in conSidering deficit reduction propl'.tuJs, ilkrea$eS io nse.. fees and Medicsre 

premiums an: most often cited M lllpending "reductiou,'" Do yuu believe that Uili;

15 an ~oourate way to label ami I.re4t 8Ueh eJift.nge$? . 

A. Mediau·t' premium:; and many (but not am user fee! Ilrn clUSified in 
th& FQral budget I!$ offsets til outlaY$, ba-.I on the guidelinea e:stablishoo ' 
by the 1957 Pr(!$ident'a Co.nunissioll on Budget Con~ts. That i.!l, .as op.. 

.posed to taxes. these ftII;eipts tend to be vofuntal)' or hUSinllM_like pay_ 

menta (rom the puhlic. To dirltillguil)h rEVlanUe8 generated bJ I.ru:ation from 
~ bwtiness-.like rnwiptJ:; ond mEne8.liure the Government's net lJpending

in a ncn-marlwt capacity, they ate orra.tt against OUtJIlYtl, Therefore, it i. 

t<lchnieally oorrect to speak ot increASe$. in these kinds of fees /UIJ redUcing
.~uding or general revenues, However, it 1& Important to t1'!!member that 

such tee inerea&ea differ from nQucing Ml'Vltea .and gnv~nunl!lIt eetivlties. ' 


19. Otm or the raeommendatit'lllS of the Vioe President's Natioru:d Perforrnancr: &. 
!Jiew WlUl bi1'!!nnial bud~eting. What aro your Vie", an instituting It 2,Yt'ar budget 
cytls? What ant }l\'lUt vtews on the wisdom of 2-year budget ma.olutiuos. appropria_ tions aDd authOrizations? . 	 . 
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A. The budget p~ consume! an tnOl'mnWII amount of time and re


sources enth year in both the ExetlJtlve Branch :und O:mgreJIIs. With only 

slightly tnCN effort every other year, the budget p~ss (i.e., the Presi

dent's bUl:l¢. \.he budget IU(Iluu(ln, and approprluti<mSl oould rov(tt two 

yean. Realistically, !JOme i3.'!luC$ would ari!MI that demand llupplemeIrta1 np
pn)priation~ 01' ~na in off yeaf&. Nevertheless, biennial budg:ettng 

would reduce t.M amount of timll" and nes(!\U'er.s spent on huudIed& oTsmall 

and nOllOOIltroVorsial a-ppro(»iatioll5 by generally providing appropriations 

that rover twu years.. More lm~Ttantly. a N!duct.Wn in the time d$VtJted tu 

the budget p('(JCl.lSS would free Co~ and the Exeetltlve Bl'UtIl'.h 1.0 fucwI 

Oft progrnm implementation and in\~ent., 

2t), Are there tiny -otber (banges in the Federal hud~t ~ that you beli~ 
should be pu.nued that have notbeen men~oned in these que6tinns'! 

A. 1 intEnd to spend o:ll'.lsklerable time oonsult.il3g with Dfficiais in the 

Federal Government as well u uutzidll opeN on the topili: of the FMeTUi 

bucigElt p~. 1 will be happy to shm my conclusions Wlth the Committee 

once 1 have had the o~t! to I:.J!.rnefit!ro~ the views of o~ta. 


v, om MANACEMENT ROL& 
mll

1. What do yIW $ee ruI the most aignifieant mwlAgement proble facing goW;trn

ment today and what IIhOilld OMBdo about them? 


A. 'rhe Federal ('ftj"rernment fa<e8 a rtlnge of difficult m1u'Iagement prob
lems The Admiwlltration". National Perform!u'I(:e Rr,view hil$ IItroS&OO the n~ I:!,l proyide a government that works better and oost.a less. With the 
significant hudgetQry constraints we fllee in the y<N\tI'l ahead as we mOV~ 
toward a balanced budget, improving tba pe.rforman,* af the guvernment 
will be a t\!llll challenge, But we hWlle to meet that dml1erute if we are going 
tn restore the faith of (l:Ur cltizetrS in their g01ft'tf1Ullent ana its ability to "do 
the ri,rl!t thing mm of the time." Thirty yeats ago an overwhelming mojor
ity 01Aln.$rican.s laid they rould count oe the governn'lent to meet that 
standard. Today, an ove:whell"nin& ml\jori\;Y hsve lost ctlnfidenee in gnvern
mEout's ability tn perform ita fUl'n:tlOJls·· . 

IJnproving gOllCrnment perlOm:uu~ involvea a aerif1:!l of subSidiary ll'lan
q:emen t:hallet:l.geS in ~ Il.u:h u proe:urement, personnel. and organiza

ttion, OMB tan be 11 catslytt and 8UP~ of im,PfOllement..<; in thelle atea.s 
.It can encmJrage eff~W;t st.reamllnlOj o! ~rtltions, the depl~t Df ap
propriate ~n:es to tr-aln QIU wwkfonle and the effective uliln:au

OD 
of in

formaLion technology. OMB is al10 th~ with oversecing the implemen
tation of the (}overnml!nt Perfurm~ and Re$ulta Act. to focus every agen
cy ;m its missioni, gm<is- and performance measure!!. My esperience h.u 
"bt-en that thii fOCU$'is ~al to impl'Olled qeM10]l(lrntious. 

2, Tn 1993, Con~ enacted the ~nt Pl!rfonnance tu!d Results Act 
(GPRA) in an dl'ort. 1.0 promote a fow.5 nn program ;esnlu and to strengthen ac
dklntahility ({lr peri"orus8U¢f!. What In your views on GPRA as a tool fur improving 

Fedfff1l} managemllllt? 
A. GPRA has the ~nUal to improve signir~ntly how the Federal Guv

cmment is manll{iOO. With ita emphasis nn program ex«:Ution, GPRA 
should lead to markoo im~menUs in r~am effe<lUveness and Achieve
ment. This will help change the histonea1 balallC't, which predominatetv
has focused more on how much the Government is ~lng, and less on 
the effects and impacts of thi~ spendin{l:, Managert and agencies will in
;::reasing\y be judged on what their prugrams aw:;mpli»h, nod how well they 

are administEring these programs. . 
A key GPRA feature it! the M{Uirl!ment that 5Lrategic-flans and Pcrf\'lrov 

(ince lnfurmatiun be ahared with the publio, Thii wi! highlight for the 
Ametiean Uixpayem what ther. am actually getting for their money, the 
value of P$dwti opending and It.a effect ee their liv('..9 and the =witry. 

The beginning of governMent-wide ilnplementaliOIt of GPRA. is ,UlI more 
than a year away. Within the EJi;ecutive Branch. and with CoU~$' sup
port., we mua~ work to U$Un'i that GPRA', powntial i1l' fully roahVKl in the 

yura ahead.
3. What is your ~nt (If the p~ made DO far in the 1rlIrieUB GPRA 'pillrt 

projects to deV1!lop compre~ and eifedNe lIyttWm!l fbr setting pcrfom.~ 
• 
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. 	gOttlll and merumrillg resuIta? What lessans h83 OMS learned at this point from ita 
uvemight of impl(ltnentatiOll. oUbe pilot PT(ljeeta? 

A. l uruiel"Stand that the pilot projects h~ been a valuable aid fM the 

agencifffl as they develop perf(l~ meUUfE'ment 4y*ms and p~ 

roo goal'liIl>iting. The> growth in agency capabilities auc eapacit1e1l (or per

furmanoe Illeauu:remwi over the p.!tIIt sewia1 years h&ll been significant and 

widespread. Without tho pilot proje(1~ $tage of GPR.A.. 811eeeut\i1 irnpJemea

tatinn of tJU.., Act would be greatly impaired, 


A. key k=n frOID !..he pilo; prnj0cl.a is that the bU;k of meeting GPRA re

quirements win not be quickly or simply done, and that. OMS should W\

~ agencies early in their preparations to &llSure aubm~ of saUafac
tory' GPRA plans arid roptIrtS. . 


4, In September ~f nen year, the .roqu~mentll orOPRA are t.G be implemented 

guvernmcnL-wide. Do yuu believe that aU of the [jon-pilot pa.rtB of the depart.menta 

and agenciCl aTe paying adequate attention to the requWJnentB. of tha law and pI"&

paring for its impleMentation'! WiU they be rRliy to iuue comprehensive slt'at.egie 

piail. and meaningful annl.ml petfonnanoo plans? ' • 


A. Within 4 to 6 mOllths, om wlll be better able to gouge bow well de

parlmentA and agencies will me¥.!: the ~t.wjde GPRA requirements

for strategic plans and the initial annual periarmanee plans, This aa5elJ3_ 

ment will be bAlled ltlTgely on the summer and faIl nlVl$W$ oondu<:t«1 by 

OMB thia year. ~ reviews are covering the .!lub,tantive content of the 

strategic and perrormo~ plans as dnfttld, as well aa ellch agency'a 

plVgrep-t<>-date; rutaTe tlChe<Iule&, and taIIn reading U> completion aM sub

miS:llion, The nwiews slwuld help alUlUrtI that rlilpartments and agencie3 

sueoeJilsrulIy implement GPRA. . . .-' , 


OMB ill continuaUy emphasizing the: need for agencY implementation'cf. 

fhTt$ tn begin early. In the: depsrtwenw and larger ~, this elI'url 

ohould already be well-advanced. Smaller agencies aJao neetl to be ptepllJ'. 

itlg ptanl' fur the fall of 1997. OMS Is cUrrently exempting, 88 authonzed 

by 31 USC 1117, very mnall D'J!OO~ from GPRA requirenloDta. The eump

tionil lite being made now so thA.t eligible agencies nat ~ving an exemp

tion will haVEo Bl.dIicient time to prep~ their plans. 


5. GPRA envisions Q difflct inootpOrotion of ~ pe:rt'ormanoe: information tnt(! 

ageMy budget;!, beginning with pilot prQjects ill pmilnmmoe budgetinc. What ~ 

your view or pl"1:lgl'alll pemrma.nee budgeting? Hu OMB.tnade usc of GpftA-type

p.eribrmance iiUo.tnlaticn from the ~, in the d~ptDent of the PMtident's 

budget? . '.' . 


A. Ptlrl'ormatlCl!:1 tnilUllrement is a keystone or suceeufiJl management. At 

Fannie Mae, performWl(e wo gauG"Cd not onfy by the traditional bottom 

lirm of ~p1"Qfil and ~t also by now well ~ were acl.OOvi.ng

very important guals and -objectives. The goall1 and obje«l:ves were 5e~ 

to IIlign Olll' management team with the mi.t:sion and prioritieJ- or the cam
pany. 	 -. . 

Wit.h rc$peet to !lerihnnance budgeting, GPRA calls for 0 set of perform. 

once budgeting pilot pn;jects. The pikota--:--to .tart. in several yea~H test 

the feattiWlity and potontial utility of perf(Jrm~ budJcUng, Theile pilat& 

will identify the varyi;pg levels {If performnnce, lncludtr\&' outcorne-Mlated 

performance, that would result (rom dit'terent budgetM amounU. Thcsl? pi

lots will r~uire a (l&rtain suphiaticatioo in performance measurement as 

wen ~ a ~t IlOO)UOting capability that may cu~ntly mdst ,in (1)11 a fe,:" 

:l:!.~ee, Gwen the complex:tty of these pllota, th1lll is th" only GPRA pnwl' 


RlOn that dces not lead ~ ~l""WllJ!lnt--wide Unf!lement.ation. OMS ill to re

port 1.0 the- Congress in 2001 on the results of the pilou alon~ with n.w. 

mtllnendntions regardintr any futu~ legislation that would t$qulre the Elt~ 

~utive Branch to snbnili Ii perionnMoo budget ft3 part or the Prellideht', 

annual budget.. 


OMH is talcing &taps t.o accelerate the work belnz dMt! aeruBS the Gcvt!rn

ment tc prepare ror GPRA hnplementatiQn. The 10rtha:!min.$ Sumwar fte.. 

view on .ttategie plans (June-August 1996) and t.he Fall Review on pro

~ annual periCnnant>e goala (September.Deoember 1996) indlcate the 

$COpe n( OMn', efl'i:n1a to assure that agencies will be ready to meet GPRA 
 \1.requirements for ~ year. The Swnmer Beview will ~ the prngrMII . 

I 
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member that organiiational structure is' a meallJl to ltD .00, not an end in&cenci~1I are lIl:l.king In develop~ng th~rr GPRA.req,rlffli sUutegie pta£1S. itself. When it comes W GlJa.n.iution, form should (ollow funcU!.1I1, That is and will luok at &eleCted part.e of lhe pl.!tnJ:as these are being drafietl, we should fl13t decide what we think Gowmment should da, and then ask ' 

OMB hIlS made ute Qf .Pf"rftU'ma.~type inl'Qrmatiol:1 in pre~ng th& wheth{!or it nllte!'.!! the number of oopllrtmenta and agencies it now has and 
President.'s 'budget. Beg\Mmg with the {iSCfll y00.1 1996 budget. OMB spe what changes to mcke, With that in mind, there are many rensOtU! to eliIni. 
ciflcallyask£<! agencies to focus on rrtWklirtg as much performance infonna* !laW, create, C1' keep, a departmt'nt, Qreanizing IIMUad a C\l!lktmer base, 
tion lIS JKl"lhle with their budget aubmisliioNk Howr.'vCf/ with GPRA imple like the Veterans Afiairll Department, aifows the Government to coordinate 
:mentat.i.on. the Jmpcrtnru:e and value of perforroanre in ormation in budge.t pro<>,.ramlJ th<lt 8el""V1;l I'i particular &rouj). Qrganiting llround a prob!e-m may
preparation I5Muld increase greatly, The rHot pro,}eCtS in performa.noe budg~ alw make! sense, l\!I In the C$.i'm of thn Euv!ronm!lnt.al ~tion Agency.
filing dO" uot begin under the 9t9tute- unti fl.llw Y1'IIo1' 199&-9. $ud we should Or, an Adlv!7,can be c~-:lni:;ed around 1\ IS~IVire, AS in the case- oftbe S0
ltll!n more from th..m in later years. '  cial Seturity cuuni!ti$trahun, ' 

6. Do ytItJ believe !.hat at some ~int in the near fut,ure--erurr ef'fediVil! implemen - 'I':h!t number of cahinet departmen'ts is also a oonsi~ratWn With· too· 
tation of GPM. the Chier Finl'tnCW1 Offioors Aet, and the G<;rvernrnent Management many the Presldent'll ability to work with his eabinet is diluted; with too 
Reform Ac:t_l'"edr.m1 Bgt'nciH wiil be able. to gell.eraw and track unlt-4Dlt infornl\\ few, the role <If ellcll eabinat seeretary ill unmanagt'Abty broad. If we eliInistion 
tmn for program performance? If &(It when do you expect tlwt tha i;\ibrnl. will nata II dep.attlnent, WI} will I.'eQP $llbatantiaJ aavinp ucly if we also elimi
beconre available, and how might it 00 l.1!)ed by Congress and the ~tJve Branch? nate the programs it l')~r.at.f!II, If we mtm'/Jy Mmove the boXHllrQUlld," we 

A. Developing uuiJ~t infotmation will require accounting end fmAncial i wiil save the COIIt of the secretary'll immediate l!tai'f Md little al9&, 
stroetUrtlS that facilitate mnuMng progJ1lJt'l Ilnd OOIJt iooonnalion. 'There M'e I" The tough qUlI"stlon i$ wbat ~anization InCl1fa5es. the 'ch&nce3 of effec·
a.ctivitie9-6uch R$ those of theBurMl.1 of Printing and Engravmg-that 
n_ U$(l thia dlll.a fOl' managing their program,. /uJ recommended by the I' 
Fedeml At:ceunting Standat"da Advisory Boird. OMB re<'Cntly lsSu!l'ld 8tnte· . 
ment of Federal Financial Acrountiug Standards Numoor 4. Mt.r.na8ernu I 
Cosl Arcoonling (;on.eeptIJ /lnd StAndard for the Ftderul GoVtrnmtfll,. to pro-
vide i.l1furmaHon on the oostl! {J( specifIC progrnma and 4CtivitiCf~ and the 
composition 0(, and elumgea in thooe~, . 
• One a:llnv1~ting (n.clcl" is tNt state o( agency a«::ounling s,atems and thj>. 

.!)gence ureast aa::ounting lIYatems. The Jnint Financial'Mnnagemet\t 1m

P!I'lvemen Program is working on guidanee to agencies on thn d~lcpment
t
o( sy!lt.eMS to ACL"Umulate: ac:curnte wst information. 

. The Administratinn woold like to work with Congress to develop. pro<:'

essthat woald e1iminllte un~ dupliGtion while- providing U"t01'e rei
eVllnt information.. ' 


';. J)Q ~11 have nny Wen on how th!l systetllS created and information gm'Wrated
tems
under GPRA oould rebt.te to etIurt.& ttl Impl:'l1Vt' Federal pef"SllllOOis:f.I ? . 

A, GPRA could nlt1list in several ways. A~ncies might un perfurmA1l('.e 
data, including _t data. to cmmine- orgnmutwnal efTactiveness and cur
~nt deploymeflt of pen!Cunel TCIiOUtoof!l. Change' in skill mil:, or a team at>
pmncl\ might improve program output& or outcctl1es. On;llnlut.ionAll'lnd in
dividual incentivcs and ntWttrds wilt be an important tutor in impraving
lIgency perfOrtfl.,!lDce. These (;an be used (ot motivation, addiUClUttl training
and career d~lopment, or in mnu:hing individual manageriat flexibility or 
supervisory di.aeretion with the pe:rformnnce that en.ues, 

Agencic& teuM also use GPRJ\ planS to me3S1.1rtl the extent of customer 
&atisfseW:m with h\l.n'lan reOO\jrte$ systems and pl"OOeS$es. ineluding govern
ment-wide system. 8\II:h QlJ retirenwnt claims and benefits processing. De
terminations on how well internal or c'J:ternat cvlltomer expectatwn& are 
beiug met can lead to improvements in try'Stemfl .nnd prot:edu

res
. 

8. Various pT!l~als for roorganiu.nE the exeeutjve departm~ta and agencit'.5
M>re been uffered dtuing the past several month1l, including the abolition and radi

cal restructuring of smile entit~. In addition, there ia widespread duplication and 

fnlgmentation in the perfoITllallOO of Federal mission. aeross the Executive Branch, 

On IIV~, about 1 ng1l~ play a. role in the penotm1U1C8 of every Federal mit

sion. 'The National PenGrtn/it\Qe Review hM not attacked thi1: systemic wliste; but 

has tended t.o reinvent funct.klM "inside the bo:a:es" of existing sttudure5, 


(9) What. are ,our views on the need for ~emmeot reorgani:Jntion aM ionoolida
tion, the potential budvtaty implicatiOflJl. irnd OMS's !Vie in auch effor\.8? , 


(b) How would you propoGC to ¢ at the problem or whoies/Ille duplication and 

fmgml1 ion ftcrt!S$ agend~ with $)milar miasions .and functions? 
ntnt(C) Would you IlUppOrt the creation of a guverument-wi!le ~i!ltrm:turing commis
sion. like the Roever Commission? '.,. ' 

tive, effideol perfurnumee. OMB !lhould be 8 leader in tetlting the mtkroa!e 
for current orgaui:&!ltionaJ dl!fligns and Ilhould suggest ch~ whe-re appro

" priate. Under Pha~ II of Reinventing GovemmeJlt, the v.Oft President's Na
i.Wnal Performance Review {NPR) and OMS did addre83 the ,uestion of 
"whQt'" the Federnl OoWlrnment should do,(...induding the annlysis of dupli 
cation and (rugmenlal.ion across ~eie9:, Tne NPR ilnd OMB tlet up teams 
t.o study every function and activity {)[ gwernment to decide: which onH th9 
Federal Government should oonlinue tl.'I perform, which it should eliminate 
ol~Uler, lind which it should ehift ttl the Statu, localities. or private !leC' 
mr. I'h~ teams: worked c1wely with oo~h mt\lor IIgency. 

The firet {Jutput of Phase n eame in Dea!!mber 1994 ....hen the PW}ident 
:and Vice President aruv.:runoed the re.tructuring of five m~ agencies-the
Departments: of Energy/l'rAnllJl(lrt.ation, and Hmuring and Urban Develop· 
Ifl!!ut, ttw ~!lt\ral Services Administration, and the Offiw of PenmnneJ . 
Management I.-ret, the Admifllmation announced the restructuring ofel. 
other mlljor agencies all well ti 3teps tt.I (ll1mtinue our I;'ffcrtfJ w reform the 
Milgnlatory system.. BudgEtazy tmvinga will retult from the orgoW"l:ational 
cluwges ptcposed. 

When consid&rin.g the O$tehlishment of a new, r;uvernment·wide relIuw:"o 
turing commi.<U!ion.I think we n~ to look lit the Ii::ssons to be learned from 
pramU.t reorgruri:ation effurta. The cleol" iesoon of the two HIXWCI Commis
sions in 1947-49 and 195H4 is that it is e$.!lential t<I t!reale a ooo:aensUII 
if platU! to reorganize the government are t.a n'l.ove frQl"1) recommendation to 

· reality. The n~tive impae~ of true lack of consensus am be ~n In the 6
perience of the Ash Council, whkh convened in.1971-72. Like the first Hoo-' 
vel ComIUiasion, the Ash Council aimed its ~rnmendal.ton.$ at strnctunti 
C!)fingt!"11 U:> enhanre the cff'eetiveneS8 of the President as mnn.a~l' of the 
govemnwnt. Tim Ash Council ~ organizing the government around 
broad national pU~1iI by integn~ simillU' funct.imls under mojor de
'pa1ttuents. It PrQ~ that four :l/upoifdeparbnents be ~at.ed--+cQnomk 
affairs, communH.,. development, natural reaourte9, and human services
with State. Defense, Treasury and JusUee remaining iit place. But tbe Ash 
ColJucil could not gain tM 8Upport Qf the ~. T~ reoonunendaUons 
would have drastically altered JUrisdietions witIt.m Cr;~$lI and the r?law 
tiouships between txunmitteea and the agencies for which they had (Ner
sigbt .responsibilil.ie5. Congre58 was not" convinced of the efiiciendss kt be 

· derived from creating fout' !uperdepartmentB', wall not readily willing to 
· cbange its cwn strueture'to pe.mlld the structun!t preposed by the Council, 
and was net eagel Iil substantially strengthen the autberlty of the Presi
dency. Given thi, hlstcry, T am not amvinced that another'mm.mission 
wuuJd he a productive use of Qur time and enetgy.' . 

9. The f'ederal Qcvernml'lnt is' the ltI&st eneno' consumer in Uoe Nation, It 
Iilpend1f aoout S4 billlart per ~al to heat. 01)01, and pOwtIr tire bui1dinRll it owns Il."ld 
l~ Through a aeries a( laws (including the Omnibus Rec:oncitiation Act of 1985, 
and tire Energy l'u!iey Ad of 19921. Congre.U; has directed ths Executive Braoeh toA. OMB will oonUnue t.o have a maJor role in orga.n.nationl!l issutul, be
make energy con~rvatl.ol) a prlerity. Current law and re~latlonll requ.lre lIavinpcause struct.uIY8 that sr!.! e\lmbe.rsome and inaPlLropriate <:an lnhlbi~ the or 20 pcmmt by 200{1 and 3D ~nt by 2005. ~ 4lI4iat li:I tntcking pt'rlonnance.Ptesidcot's abihty to make and irup1eJtlen~ policy. aut it hI important to roo 
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the Act dll'Cl1u agencies to fully distlose energy wsts in \heit budgoelJ>. However, 
OMB bas not instructed the ngttncles to do so. M"movcr I!I. significant barrier to re
porUl\it ia th~ lack of an accounting pYSlIlm prmI'iding mfricitllt level of detflil in en-

e~ ooeUl.A~rdjng to OMI.l ~taff. GSA hal!' a system with sufficient ea~ility, whicll micltt 
be ronde aVaiIab}$ to other agcllci611 on II ~rvicing basts. Ple3$$ advise The 
Cormnittoo cn thlil feaaibllity or. 0) directin¥ Federal ngeoei0:9 to dl$close their en
ergy wets; nnd (2) making aceounting ae~ I1vnil.ble, to facilltate achievement 
of' tho Nation', energy coMe1"'tation goa!.e. , 

A. Federal !\genclp~ hflfl been mWq p~ i::l l:npn~...ing !he "'nMgy 
effiCiency of their raciflfum, ami lift! now mOrti!"than hallway w the p1 oftMa 2fJ perten~ reduction in energy costs by the year 2000 (relative to 
11385 1eV(ll). The Admloistration even exceeded the interim BU!.tutory I,'t)a\ 8 

year ah(:8d of sehedule. 
I understand that OMS is rnoouraginij mote repmtlng and t¥ncki~ of 

bGth energy oosl$ and energy em~ien<lY tnV(l5tm"llnts atf'edQf'fi1 agenCIes. 
Currentlr, OMS requests thlit the Departments of Defense, Enoergy, Vetllr· 
an! Afi"aINl, and tim Genera] Services Mminilltration-four agencies Uult1t
liWCQuni fur S6 pereent of \.he Federal GoYernment's energy cost&-f;ubm
energy efrltieney investment data. They do not tubmit dllitl on enErgy (()lIts. 
per fIR_ Historical energy cost data by agency are collected, howcver, by the! 
Department of Eoergy. . 

! Utll,ktn;tand 1111\,1. OMS is considering additional data rep¢rting measul'(lS 
whil« trying not iD exe.sively burdeo Federal agencies. One 1f¢hide m1ght 
00 an OMS Bulletin to coIled information on energy oosts. and energy «ffi' 
I:iency im~ents in all ,fI~ ~ submissions .this fall. Finally, 
OMB i# roMidenng how GSA S CMltralb:erl billing operntiUWi could be d· 
("red to help agencles obtain a better handle ou timir ;:mergy spending. 

Vl. f'lNANClAL MANAGEMENT 

1. tmp!'lMld fioancial tftporting fur t.h Fcdll-l'al Government may lead to better de
clsions about agency hudgets" What a«o the principal impedimenta to uaing fmancial 
reports for b\ldget preparllltiuu and e¥e!:uLion? Whal swps might OMS tIIlte to he!p
a~s ovem)me these problema? How might agency fillllncial rnpt»1$ help Cou
we'"' make appropriation. decisil)nA? . 

A. There are currently two m(ij{lT problem. that limit the usefulnes. of 
the dl\ta that agencies collect in financial s~ ror budget preparation 
and Cl.ecution. The rll'St problem is that. st.ondal'd data. tltructure&-----!);ueh n. 
a standard g~neral led~that can allow data to be eMily e;xtradcrl from 
ttansaction-based eystems for miG in budget eiltC<!Ution and formulation ha_ 
not boon adapted to budget reporting requirements. White standard data ' 
structure!!- that ~tter integnl:te financial and budget information are bemg 
mllllified agencies can imfiroYe the existing use of enm!'/-walkt to transfer 

linformati.On from tI'iHtlUlctum p~ing system to budget u:eeution and 
formulation lIysremfl. . ' 

The ~nli problem ill ~ aocount atru~ture used for budgeting. 80th 
OMS and GAO h!lVe examined the msling acoount slt'\lctures and found 
that th(lJ do not relau tv the way in whiCh agenciH should dn businl!SlLtMTll€se stroct.Ul'1!5 bave ,EWol'1f!d aver till'le and dn not nece!JSarily provide 
kind of information needed for the financial mfmagement of a bureau or de
partment. OMS and the CFO Council have urged agencies to ~mine theiT 
aecoun~ st:ructurt'!$ and to -diswfl with their nppropriatiOM wmmittees how 
tMY mIght be brought more in line with departmental Qpemtiuns. 

To' address these p-roblc.Jn$, OMS ill- be-glnning to tA'lst thr: direet. tran!;fer 
of budget. execution data from agency finanda! SJlIteUlS to its central budget, 
sysUilm. This should provide agencies an e¥aJnple ofhow 1.0 implement such 
data transfern within their own agenciell- iwd an inoontive to be able 00 tme 

. information collecWd or input centrally thr th~ir own purposes, OMS is. also 
working with the Tl'usury to aeee1erate work on exteusion of the Standllrd 
Gen(!m Ledg.::r to budilllt infonnat.hm. Syliltems efforts in agencies, funl'l 
and content guid8~ for financial St,ab!mflnts. and the work to implement 
U,e Government Perfotman~ and Re3ulbJ Mt will all help 1.0 addte&lll the 
problems idenlifiad above and move the gtNtlornmllnt to a real integraticn 
of financi81 nnd budget funnulation. 
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2. The Federal A(:OOun1.iag Stn~s AdvisOry Jloard (FASAB) has oompleted il.n 
work in developing bazie ru:c:ounting find eost ~unting standards and flnancial r~· 
porting obfectives, The &-oro hatt identified !$(1mB other prttject.e r,ln which W1n'k is 
I>tnrting, What fU'f, yt'Il.lr views nn it.e cummt agenda? What other pn'iject.s ~ht it 
uru:f~rt.ake? Do you envision that the Board .hould continue to exist indefinitely'{' 

A. The development of a eompreheMive ~et uf bllllie aeeounting and twit· 
aeeountiog at.ondtll'ds is II significant aeeomplishment f(.lt' the Fed.eraI Gov
emm(lnt. These .tand.rds providfl' an infrastnletu!'6 for re;wrt:ing on the 
Fedllrtll Oovernment-'u I1naru:i..! aetiviLie$. in an urulel'iltandable, eomprohen
,we, aod consistent mannet. . 

White the basi;) tlet of Federal aoeounting ~nd~,tw-o CO!lCO!pt &tafe.. 
mellts and seven Sbttcments of Federal Fino.n<:ial Aammting Standards
is now romplete1 !~B'e vrotk is not finillhed. FASAB reoontly (llJmpfeted, 
and the thiee FA::iAB pril'lcipals (OMB, 'ITe8J!ury; and (lAO) have approved, 
an addttionnl !ltOOUl'Iting standard entitled', "Supplementary Stewatduhip 
Reporlll'lg,".whi.ch will l:>e sent t(l the Hou.sEt and Senate foi nwicw prior to 
issuarn::e. r u!ldentaDd that "'ASAB is now W{)rking on several other atand· 

.atd. MUng to the CO$t of capital, natural l8OUrcc3, and sodal wuranoe 
prograw. 

I understand Uwt OMB Ia ilcUvely inVQIvOO ill the p~ect8 on FASAB'J:I 
agenda, OMn also recognizes that the develQpment or Ri'lOOUnting standarrb 
is an Ilvolubonary ~ It may l:>e apP-"t'priate to tmdestake additional 
projects M cif'CUmlitanl!ell and conditiol18 watl'l'lnL . 

3. The Govcrrunent Management Reform Aet (GMRA) of 1994 calls for audited fi 
nancial 5tetemellt.e for tha Z3 agendes with Chief Financial Officen beginning in 
1997 /lnd an audited lio.aueial J'ttport for illl Fttdel'l'll Executi_ Srancil .gencies the 
following ye!U'. Are these mandates teaeihre w wlll OMB likely need to grant aome 
waivers (1Jl!t1Uissihle in 1991 and 19981 Please te\--lew agency ~ to date. 
What sdditil'mal steps might OMH f.l1.ite: t.'I 8S.5tst in prepamtton or these financial 
stiltl!meot6? 

A, OMB. U:lgetbeT with (lAO and Treasury, met with all agency JG'a and 
eFO's CO'IeTed by the audit requirement to identify chsJlenges agencies (ace 
in mMting. the audited finanaaJ .tatement requ~nts of GMRA !lnd to 
develop straV!gir.:s to s1lOI:essnlil,r OVl'!l'COme then~, OMB indicated at thelW 
meetw.gll that it was not p!al)mng to llIflUfl any weivers frnm GMRA's rlt
quJrements for fi.cal year 1997 or 199-11. &sed on the- results of thesP; m¢$t· 
in$ls, I understand that OMB tnpect.s that the agenel. will be .bte to onn
ply with GMRA's audited financial statements requirements. 

From flSt:UJ yeaT 1900 to fiReRl yeai 1994, agencies made contieued 
. progresl!i in obtaining ~dean uj1'1ualifiedopiniona" for their audited l'inandel· 

statementlll required by the CFO'I!i Act. The 1995 data al'O net yet compleu.. 
but indimliol.lll are that Ow pen.:cnta~ of reporting entities l'ei.':Civing dean 
opinioos in fisea! Yl'!8r 1995 will bP liighel" than it was in fiscal yee.r 1994, 
However, f('Jr fiacal year 1996. the ~rcentap i. expected to decteae be· 
CIIU~ of the- newIY·t'«/u.ired ageucy-w-idl'! statements for fisc:al year 1996, 
which will .include IlCtivitieill not previoUldy 8ubject tI> the requinement for 
an annual audited fiuancial stawlllent. 

Recognizing the complex i.sues involved'ln Jll'epariog and audi~ the 
Unit ~er United States Governmt:ni fin~1 fltateme.nt,. OMB. 'T:re8sury 
and GAO established the Government-wide Audited Financial Staw.ment 
Task Fom:, Ulosiuing of I'f!p~nl.atives of the CPO Council, agency lGa, 
OMB, GAO, and TreIU'lUl'y, The Task F'l.lroe meets reguwly andhu devel

"oped a pl8n and assoeiated time IiOrtfJ: for the vropamUcrn and audit nf the 
nnandal 1rl.$tement, and is addressing H\lbs.t.ant-.i~ ct'OheUttiog 8ctounting 
and auditing iMuea whiCh will affect thl'! agency-wide end govemment-wi~e 
audited flnanciaJ 5te~rnents. 

4. v.-ll~t tlo you tOztsider to be OMS'. generaJ role with respect to financial audits 
of Federal agencies? What specifit responAibilltles does OMS have? ' 

A. OMS has a critical role in fWtablillhlng policy for the pr-&paration and 
audit d agency financial li-1atemmt.. /u tlUiulred by .!Itatu~, OMB jlI'e" 
II(!rioo, tbe form and content of agency financial' at.atements. OMS's form . 
and content guidanre, alnng with the 8OIXlun~ Ilitand!U'dI, provide the ai·. 
tena agencies ate ~ to oomply with in preparing their financiel 
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alatementa; OMS also builds on the 9iStiDg auditing lItt1ndards and pro
vides additional policy guidance for .IIudioon Of agency financi1t1 statements. 

Wh,le le:l!pDntlbility ror CO~OD of llwiit finditJg$ tesldtlll with the agen
cies, OMS deiilrly has an oversight responsibility in this area. OM! needs 
to ensu're that agern:y follow-up 9)'1!tfl.ms are att1Jal1y fixing prohlems 900 
detecting problem, befON they oceur. The annual audit Vrooe$$ imposed by 
the CFO's Act nquirl)'$ Auditc.fll to report internal conlrol Wi!ak.neues sud 
CQrnplianw problems, including the ltatus of uoeorrr.cted ftndings from pre. 
vious yoon. Thill audit rep(llting PJ'O<'.(!l!S llI'OviciP.s A means fOf OM» to 
mpniwr ..0 agency's p!cgress in wt'Tecting deflciencie,. OMB's Reso\;n"l:1l 
Management Offices (RM(8) are nctivcly involved in mffilitortng agency 
progress as weUss in addrHSing !.he l'$SOUf!:.e r«julremf':t'lta to $(lIve theGl! 
problem,. 

5. Please de:tK:ribe your viewll tin the imporiam::c of financial management im
provement in general and the finaru:ial management requirements ot the CFO Act 
find GMRA. itt partkular. How would yw rank ~ efforts in relatiMt to other pri 
orities as OMS Di.redor? . 

A Aehievjng financial mnnagement reform is a high priority tor !!Ie. The 
CPO's Act tuu.I GMRA aet ~ fur agent"Y financial managt'!lnent perform
ance--si:ngle integl'ated finandal aylltems tugetlrnr with \hill' ability to issue 
financial statements in • timely manner and to ~~n411aliflPd audit 
opinions. The CFO's Ad al'\d G1>{RA provide the authorit.hl$ that agency 
}~ds and CFO's »eIl!d to achieve these and other guala. 

In order to ru::bieve finam:ial trulrutgeruent refurm goverruneot;.wide, a 
s~ infrastru;:tllre ii in plaoo, both in the ageneJe& and itl OMS. Itt the 
~nCles, them are well-qUtllifled CFO's <lnd Deputy CF'Q', in {llsee. 'The 
D9puty cro's are Cllteer managers woo offer longer term conUIlUlty w,.-a.n;I 
.a£hle"lllg reform.. The CFO Couocil. authorit:ed in the CFO's Act, has as· 
BU.ote\1 a strung role, through its ele.::ted irutdcrnhip l!tmctUN and oommit. 
tei'.8, in oonniioating ~ work nf the agt'<nf'ies anti setting ~ment·wide 
prioritie!l. Through the work af the FPdentl A~unting Standards Advioory 
Board (FASAB), OMB, working with the Secretary of tim Treasury and the 
CJ)!nplro!ier General, bas ClIJUed, fur the firat timet a comprehensive set or 
basic 8CQ1unting trtandatds for the Executive Brllrtetl 

Finll11y. within OMB, the 1Jeputy Din!(:tor for Management ami the Con
troller offer th~ leaderr;hip that is nltl:e;tSary' fOf achieving thn gtJab of the 
CFO'. Act and GMM, Througb ~e il'lIlividul1is, and the OMS Program 
i\s$oc:iate Dir'(!(;iors, flnantial management will oontinue w be 1111 imporbnt 
priority for this Adn:riniIJtration. 

6. What ii ~ur impression ufthe ccndlUon nf inwrnsl rtmtrols 3()J'Q$S government 
Ulday? How wdl has thfl Fooenl Manag('n;' Financial int.egTity Act (I<'MFiA) been 
imp~ment.ed? Wha~ would you do to improve the FMFIA? 

A. Overall, it is my impression that ther-e tire good mBUIlg:emflnt controls 
in p1aeE in mos~ Federal agencies and ror most programs. Severn! Critical 
pieces of IDAnagement kgislati(1n were enacted over tho past J5 yeare that 
strengthened. mana.gcrnellt eootrois. Th$$e include the Federal MtlOagel'll' 
Financial Integrity Act (FMFiA) uf 1982, the lnspect.or General HG} Act of 
1976 and the 1988 amendments, the Cbief Financial Offioors (CFO'$) Act 
of 1990, nruj the ('nwernment Manqflment Reform Act uf 1994. These xtllt
utes present & framework for agencir.s to devf!mp, impiement. QlI&C!:m, rtl< 
port, 9nd corl'l'j()t ....eakuCIIIIIiU in management controls. 

An important initiativa 'of the CFO Coundlls tI;I address hlWl' to bed inte
grate thtnre various requirementa with the ntlw pl:UvisioilS uf the Gtwflrn
ml'!nt Performance nnd Results Act. The Ci"O Council'. pllot program' on 
agency AccounLability Reports is testing MW a~ncir:s am wt int.!gl'ate rl'l
porting requi~ments to better st'Il'Vl!" thE public nOO Fedtlrlll and CUttgreB
si!)tml de<:ision maker!!. 

The Fedenil Governm\'!nt \X.lnti~tIe$ !.o make progress in identifYing both 
individoal and syswmic incidMltl of waste, fraud, abuse tmd mismanage
menL The importance of managem~nt oontrollJ is enhanced u government 
be.romes 1I10re pcrrormllnt:tf~ted. We are ~ttlng better at evaluating 
and improving systems ur oontrois that un prevent widupl'I:lad abusetI and 
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Iosa of rund$. M~rul.gement OOntrola Ute critical Iu maintaining tmifid(lua!' In the in~rity of Federal ~ina. 

7. Fllllltklial mana~tnent improvements r.;ost money nnd other t'e80Ul'l:e5. At a 
time wben POlicy-waken are !lying to l'edUoe Federal budget defiCits, how can the;m 
costs b.) justified? At what point should improvements be $Caled back or POStponed? 
What would YutJ iid~ thli'l President and the Co~ aOOut how tv choosa be

'tw&en pl"Qgram spending llnd financial refurms? 

. A. Although !!nallwl managem~l1~ jmprovements do require 8OI.l1e rrr

$OUrtes, the payo:flS should he much tp'>!ater tbon the :lnvestmlilllP.a made m 


. ibtln. Some benefits may bt;! difficult to quantity, aueh as better decision_ 

making Lased on higher quality information. jn~ trust,and eonfldenre 

in agencie9 with Iftrong audited financial statement&, and an improved abil_ 

ity to focus on analya1a and euato!ll~r Service rather than bookllooplng. 

In Ildditlon to theae bE>.nefil:l.l, fJOme itnprovemeuta may lead to nmllctillrul 
in resuttrees needed for ongoing Op!'!.rutions. For (>Ump1e, 1m interagency 
leam n!ltn.bIisbed by the Joint FinanciaI MIUl.rnflnt hnprtwement Pro
gram in 1994 IllQkfld at ptls.eibl(l' imptWcmenta in truvel mantlg'tlnlent. This 
tetllm estimated tha~ signiflCllnt 8~ to the govemment B.te PossibJe ir 
all uf ita l'eCOmmendal.i1m9 are Implemented. Another examVIl! is the wre or 
debit cards to deliver ;ove.rmnent benefit!) vin E~tn.nit Renefita Transfer 

. (EBTl. Cu~tly, 3S States hove aelr.cted EBT 8Crviw providers: 

Th~ Omnt1ntll budgeted for fmanda! tDllnageruent a~ a amall fraction or ,. 	 the rotAl bud~t for r.be [<'ederal Government. For flBCa! yenr 1996, the 24 
.agenci"-II wwred by tbI!' Chief Financial Officers i\ct I:!Stimated that eup
()Qrting key agenry financial mllllll,gement Ilctivities wiIi cost an Mtimated 
.$7.4 biUiml, or 0.5% of total budget anthority, Thi!J figure jnclu~6'finaru:inl
matlDgllment Operatfuns 1<s WEll as impl'OVe:menta, 

The CFO Council's financial management vll;:ion'staten::e.nt rnoognJ:ea tM 
need for program. and frna.ucial Ulanagera to WOl'k in partnership in orner 
to enable p~rnmlUlt to wwk better and oo,t 1!l1Ja. Flnancial refOrms CAn. 
hell? ~m JnanagCJ'll .thClr PrngIlI.ma. to be laQre efficient and oifedive in carl'Ying oot 

vtr. Po\PRltwORK RElmcnrm AND tNFORMATlON !<ESOUllCS$ MANAGEMENT. 

rn 1980, Congress enact.OO the Original PaPErwork Red'nction Act lu better derme 
OMB's t:W1Ulright (J( the- Federal Govt'rnmlUlt's paperwcli: clearuncepJ'OeeI'I;$. The Act 
also etel.lt.ed the Offil,'E! of Infurmation a.nd RegUlatory Attaint fOUlA) within OMS 
to d<!Ve!op Federal infunnation management policy, infOl"lll4tion tecltno!ugy applica.
tions, and stati$tieaJ methodamgy, Evnn though the Pnperwork Reductjoo Act 
stn>sses the impol'ttlcre of t\ gov!!rntnent-wide information pullr.y, «Ingressiooa! 
hr.arings and GAO trtU<lies h.fl,ve CIlruiistently faulted OMB ffir negllittrng t.h.is impor_ 
tant i!rs.ue. Aa a'result, the Paperwork Reilretian Act's last raauUuniutioll, which 
expired in 19S9, revived thill debate and aubsequent legilslative attempts< to reau. 
thori1.e OIM we:fe unsUCCPssful for m yeors, An part of the HOUfre Republican ('.00. 
traCl with America for regulaf.(!ry and: paperwork retfmu in the l04th Coog:ress, the 
1995 Paperwork RedIJ('\ioo Act {Public Law 94-18) authttri~ OIRA for si. yee.ra, 
6trengthelU ib), rnsponsibiJitiea ti:»- ~ rOOUction or pOfJe¥WOrk bUrUan&, and estab
lishes poJjcies to increase agency aO::OUntability. for managing information t'eS(lu~. 

1. What am your views on 'OIM's record at'implementing the Paper Work Redue. 
tion Act? What are the m.vor p,rohjelllB invtllved in implE'menliag such guvCrnment_
wIde policies? What haVe been OlM's greatest sUeeeuC8? 

A. ThE' P~~l'k Reduction Act uf 1~5 (PM) ·elnbodies very 8mbitious 
goals. It !l!I;tahlishes pollCY nnd OMB J'e3ponsibiliti!l$ for the review find ap
pmval of the coUI)tUOO of il'IlhnnaUon by F~fat ag'ent:ies-j infarmatio dis
semltlatian; public a~ to infunnatiooj stawtlcal PCti9' and euordil'lation ; 
records m-nnagement; privacy, ronfidcntiality, 6flCUrity. aUk::!csure, and shu.n 
lUg of in(ormatian; and the ~visitlun nnd use of Information technology. 
MAny or these· OMS reSlponilibilities uro S''Pplement.ed by tfm Privacy Act 
of 1974, the Compoter EketH"ity A;;t {J( 1981, and tbe Ytecdom of Informa_ I 
tion Act (11.\1 amended in 1987}. In additiOn, th(!y hllve xooro ~ntly be.....n 
n!fmed and extended by the Information Tecruwlogy Matlilgement Reform 
Act of 1996 (i'l'MRAJ. . ' . . I 

http:S''Pplement.ed
http:etel.lt.ed
http:enact.OO
http:PrngIlI.ma
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_ In Implementing the Act, OIRA carries out various government-wide IRM 

and statistical policy responsibilities and "assis\:.8 OMB's Resource Manage

ment Offices (RMOs) in monitoring and managing their portfolios of infor

mation technology investments. For example, over the last few years, QlRA_ 

has undertaken a major effort to enhance government dissemination of in

formation, and to prepare orders and draft legislation establishing confiden

tiality and data sharing for statistical agencies. 


In addition, OIRA staff review approximately 3,500 information coHec
tio:>s ~nc.l:. yen%". o!RA.'s inventory of ::.pproycd :n(o=ntioo cc!!e::tiOn5 im
pose II total burden on the public: of roughly 6.9 billion hours each year, 
about 75 percent of which is associated with IRS information collections. In 
deciding whether or not to approve these collections, OIM staff are, in gen
eral terlllS, to balance the public utility and need of an agency for the infor
mation against the burden imposed on the respondents. OIRA staff are also, 
among other things, to consider the validity of the statistical methodologies 
that will be used, evaluate the clarity and potential bias in individual ques
tions, and assure that the methods used for regulatory monitoring will 
serve their in.tended purpose. 

The major problem in·implementin~ the PRA's specific perrenta~e reduc
tion of information collection burden la that we are in an mformatlon age-
even an information revolution, where the government relies increasingly 
on information both to plan its policies and to implement them. Similarly, 
the public relies on the Federal Government to provide information. The de
mand for information f"i"om the Federal Government is thus increasing 
steadily rather than declining, putting extraordinary pressure on the basic 
goal of the PRA to reduce the burden of information on the public. 

2. What will be your role to help OIRA more effectively meet its statutory man
date? . 

A. I will be working with the DIRA Administrator to make sure that 
DIRA meets its statutory .responsibilities and that they are integrated into 
the work of the rest ofOMB. . 

3. The Paperwork Reduction Act gives OMB !;ignificant authority to conduct re
views of Federal agency paperwork requirements in proposed rules. Critics of OMB's 
paperwork clearance powers maintain that OMB has too much discretion in deter
mining agency record-keeping requirements, and haa used its authority in a selec
tive and political manner to control the government's information collection activi
ties. Other critics believe that its review of rules and reports ·enables OMB to con
trol too much of the entire regulatory process. Do you think these perreptions are 
fair? How do you respond to 8ueh criti~ms? 

A. In its review of paperwork requirements, as in its budget and other 
policy reviews, OMB sooks to provide a dispassionate, objective review for 
consistency across El:ecutive Branch agencies. The PRA does not override 
specific statutory requirement. Moreover, the PRA provides safeguards from 
OMB using it!! authority in a selective or political manner· by providing 
mechanisms for ope.!lness and accountability. . 

4. The Paperwork Reduction Act of 1980 created OMB's Office of Information and 
Regulatory Affairs (OIRA) with a mandate to reduce government paperwork bur
dens on the American public and to improve Federal information resources manage
ment(lRM). 

a. What are your views on furthering the goals of the Act to reduce government 
red tape'? 

Answer. Reducing red tape has been one of the important goals of this 
Administration, and is part of the reason president Clinton supported the 
1995 PRA. As the PreSident stated on May 22, 1995, on signing that bill 
into law: 

'7he legislation rewgnizes that the private sector is the engine of our 
prosperity, that when we act to protect the environment or the health of 
our people, we ought to do it without unnecessary paperwork, maddening 
red tape, or irrational rules." 

I strongly support the goals of the Act, which, as I noted above, are ambi
tious ones, and will do my best to ensure that they are met. 
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h. What are the major IRM challenges facina the Federal Government generally, 
and DIRA in particular? . 

Answer. There are formidable challenges facing the government across al
most all aspectS of information resource management. For example, how 
can we reduce and minimize burdens when so much of the government's 
legitimate responsibilities req,uire information? How can we ensllre privacy 
and the security of aensitive mformation in an electronic age? How can we 
maximize the use of information technology, while ensuring that costly in
formation teu'mology investments are wlSe and do not ~automate the 
mess"? How can we ensure that our national statistiC!! are timely and accu
rate? All of these challenges face OIRA Il9 well as the government at large. 

c. What priority to you intend to plaee on OMB's role in this area? 
Answer. IRM is an important responsibility because information manage

ment is an increasin&ly important government activity. I intend to ensure 
that the DIRA AdmiOistrator has the support she or he needs to accomplish 
OIRA's responsibilities. 

5. What are your views on the role· played by information in the Federal Govern
ment? What are the costs and benefits of government information? What is the gov
ernment's obligation to its citizens with regard to government information activi
ties? - . 

. A. The Paperwork Reduction Act of 1995 strikes a balance between the 
costs and benefits of p-ernment information. The Act directs agencies to 

. collect or create only mformation that is necessary for the proper perform_ ..• 	 ance of agency functions and that has practical utility. It seeks to marimize 
the usefulness of information collected, used and diss.eminated by the Fed
eral Government, while minimiring the Federal and private costs of provid_ 
ing and managing that information. 

There is no question that there are costs to the public and to the pern
ment of obtaining and using information. It is my understanding that Fed
eral agencies spent over $25 billion in 1995 on information technology to 
mana~ Federal information. Federal agency requests for information and 
record keeping impose very substantial burdens on the public. Americans 
spent some 6.9 billion hours complying with such requests in fiscal year 
1995. 

Ultimstely government information enables agencies to perform their 
functions and serve the public. Improvinll' the public health and safety 
through regulatory com:rliance data and disclosure, ensuring fair and effi
cient ta:r; collection, an developing more accurate weather forecasting for. 
farmers are examples of Federal functions that depend on timely and accu
rate information collection, management, and dissemination. 

6. While the 1995 Paperwork Reduction Act does contain provisions pertaining to 
OMB's use of electronic information technology, some critics believe that a more de
tailed set of dissemination policies are needed in statute. With this in mind, legisla
tion wBSlassed unanimously by the House on April 24, 1996, which would require 
OMB an the Federal agencies to promote the use of electronic technology to the 
maximum extent possible in the mamtenance, submission, and disclosure of govern
ment information. What are your views on the wisdom of this approach? On the 
ability of DIRA to fulfill such a statutory mandate? Does DIRA have the resources 
to do this? . 

A. The Administration's Statement of Administration Policy issued prior 
to House passage of the April 24th legislation did not object to House pas
sage, but observed that a great deal of law and policy have recently ad
dressed electronic transmission of information· to and from the Federal Gov. 
ernment. Recent policy and legislative· developments include enactment of 
the Paperwork Reduction Act of 1995 (PRA), President Clinton's PRA sign
ing statement explicitly directing the agencies to move promptly to elec_ 
tronic reporting, issuance of OMB Circular A-130, and, most recently, en
actment of two additional statutes-the Information Technology Manage
ment Reform Act of 1996 (lTMRA) and the National Technology Transfer 
and Advancement Act of 1996.. 

While movement to electronic reporting has not been as quick as some 
have hoped, I do not believe the problem is a lack of policy. Rather, the 
problem is one of sometimes high expectations and. limited agency re
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$(lurees, Integrating informatron tcdmolcgy hi neither easy nor (roo, All tlw 
ITMRA retleet.$. ita use- require$ earefu-I planning and d;'W(llopment, "nett at 
significant e.J:pl!tI!Ie, Elect.ronie neporting fl-u. (I) be tailored (:1lrefuUy !4 
provld~ tM benefits of burr1en rOOucti(Jn to the public and facilitate publlt'i 
aooen to data without imposing unl'USDPahle eosts or ~cal bur
dens.. 	 ' 

DIRA will oot1t.inu/!' to (l.!815t in thia trllll.Sition by wtIrldng with the :rest 
!ff OMB and the agencioa to identify promi5ing app!'eaticn.a that can be im~ 
pleme-ntM in :(t nW flfTf';ctive and efficient manner. The roeent fult-1oC4!e im
plementation of the Securitiu and EJ:¢hlilnge Commi",ion'l!I Electronic Data 
Gathering Bod Reporting (EDGAR) system. which h," automated the filing
and diAeminatJon of all mrporaw regulataty disdosu.nl$, arul the Internal 
Revenue Serviee'$ highly successful Telefile prognm for Form 1040EZ filers 
are two auch examples, . 

7. Attorney General Reno issued fUl Q<;tobt'cr 1993 memorandum advising depart
ment and .n~ beads of new Freedom of Infofmlltilf»t A<:t litigatiou etAruiams en
couraging the dlSCtosUN! of requested reeords. 1n Fei;l.ruary 1994, ahe approved new 
Justice Uepartmrnt procedures to ezoedite F'Ol Act ~uesbI involving matters cf 
extraurdinary inteNllt to the news mAClill and, in Septemoo.r 1995, she made the em· 
cient hlUldling or F'OtA requests part of the job drscription of Juatice pel'lKln.nel m
v(llved in .uch proeeatling and 8 fadut w be colt$idered in their perl'onnanefl QV1IIlua
tlMS. Howtlver, she 8ppa~Uy tws oot pursued imprm:ing FOIA Act managt'lmrnt 
prn.ct.:lce$ on II governmrnt-wide baal.$. Do yon fut'csee the OMB mnct.ar playing II 
ro1e in thiJi regard in fulfillment of resportllibilities mandated.by the Paperwork JU.
rluetiol1 Act. of 19951 

A. OMB'J rola in promoti~ ~ftlfnit Infonnation dissemination artecl$ 
FOlA managem.eut practices bemuse the .tiI¢l"e irUormllition that is made 
freely availahle, tho £ewer .requests that must be handled througll the time· 
cr.tn$uming E\lId less efficient FOIA prooelH$. 1 undentand that OMS is en
euu:rqing agendM to make as mueh information available lI.9 possible and 
to take ndvantage Q{ new t.eclmolQgies, pvUcularly the Intenl.et,. to aaom· 
plish this. For example the GoVt:n:unent Information Looator System
(GILS) is beiIl( develQ~ Ill'! 11 "vlrtunl cs.rd eatAlcg" to the government's 
mDjor ini"orml'ltwn hol;(uigs, to take advantage of new search and retrieval 
techn1quC1! on the Internet. 

1 also ulldot1lwnd that tho Justire Department has ooen deMonstrating 
and n!oom~nding to other agencies II number of inml'latWe FOtA manng-e
meat t.eclmiq\lll'l!. Fo-t e%!U!lpie, It recen~ expanded its Ilxpedited aeeess 
pol.iey w include teqUe-8ts jn which there 1B widespr%d modla in~t and 
whkh in"1o'ONe possible questions about the ~nt'~ integrity that may 
affect publio confiden;:'!e. In addiLion, the J~t.ioe Department sponsrmrti •. 
National Performanee Review ~reinventil;)n hoorawty" to dCVitIrip an auw. 
mated FOlA p~ng tlyl>tem and to infuse principles of cuJtomer serviec 
throughout the processe9 of FOJA admin1atl'ation. 

. 8, Tho Jnfonn.ation Te<:hnQlfI&y Menagement RefQrm Act of 1996 amended .the Fa· 
perwm Reduetinn AGt by mandating Chief Intflrmat.ion Off'JCeJ'll in the ReCUtlve de
partments and agencies. \\'hat flQ you ~nviakm will be yQur :6etual working N\lation. 
ship with these officials? 

A. OMB II'!xpecta to 'm)rk d()$el.y 'With 9g$ncy Chief Information Otrmen 
{CIOs) on agomey Ipceifie and gavetnmen\..-wlde metterll. Just al it doe. 
with r.FQ's, I undernt.and that OMB ill evaluating the placement, duties, 
lli"ld quallfirstlam or the vro~ eIO $l';lecliona of the major agencies,
These ClOa will need to be nt thn t.EJble whern!ver ml\ior infonnalli:m tech
nciogy or policy issues: are di!lC\lssed with the 8gerlcies. '!'heir influenoe in 
the agencifll vdll help enl)tlt"e that information t.ech:no1ogy is being u$ed in 
an appropriate, strategic, and il!fficient manner, 

·1 allW l1ruieratand that OMS plllnlJ to conVene a CIO Council for the apl\ 
des listed in the Information Tecllnology Man.ment RllIform At;t. Then.pu'r Direcl.or for Mana~ment at OMS will chair this group" This Coun
cil wi! tulV'ise Oil overall Federal information techuology Policy, ProeedUnlS. 
and sl.Bndardll. 

9. The tmin!;!gCment retlponsibilitiea of the OMS Direc:tl'lr- prescribed in. the Paper. 
work lW:Iuctifru Ad make no e~ption for infor-rnatiGn under security classificaUon 
pWte-ctian" What dG you envision will be your working reletioru.hip with the lnfor
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Jnation Re--;urity Oversight Office am:! the- Security Policy 8Gal'd coneerni.og the man
age~ent of informatiDn hav.lflg a set:tlrtty cilUlsifiCd etattm? 

A. As with other mllmlgCment I'1illJPw"dbmti~ the infonnation tlUnaga. 
IDeM rel!ponsibilities in the Paperwork kerimtion .Ad do no~ make a :ape-
cific P..%.empliou rol"" infomaLion und$l" aecurity clll.9Sitieation Jlrotect.lon. 
Rather. the Ad; presumes lhat Additional requirements may be 1ll'lp!lllJed to 
assure that c1amrified national security il'llQnnation ill approprja~ly pro
ted.ed. FOT e:!l8lllple, agenhles usc filing cabinets to swre most Unehllfl11ltlM 
papou document.., but use hfes fur the stomp of classified m.cumenlll. 

OMB oontinues til' have a good workiog relationship ·with tha InfoTlnlftion 
SecUrity Ov1!~t Offioo and the Security Policy Board. OMB's AssodtIte 
Director far NaUena} Security and Internatiarud Maim is a member of the 
Security Poltty Board. That official works closely with the OIRA Adminia-
trator to assun'l that tq;e:noy Ibanagement preeti~ for cl~fied informa. 
lion ATe as con!ti$i.ent as practicable with OV1.lWl infotm4tiOn manngementpolicies. 

10. Some Federal ~e:!l, parlicuhttl, law II!nf~ment epnciea, have eD'tlIpted 
themselves by reguhition from ~ttain requireme:nu of the Privaq At:t. Should 

OMS's Ol'lice of Informatioa And Regut1dory AlTairs review these regullitiona, to en. 

suu. ~h!l.i the pnvacy rights otindivirluals are not nnreasonably b"el:!lpled? . 


Ii. The Privacy Act. authorizes law enrorcement agancies to promulgate

rule!, issued ai'!.tiT pubIill notice and romment, to -exempt "Y"temSi (It teoords 

aoout individuaw from certain sectionll of the Act... The Mt requires that 

agenciC3 .report to OMB, the Senate Committee on Govt'lrnmental Mairs, 

end. the House CollUllittt:e Wl Gmrertnnent Rerann and Oversight,. in ad. 

v~oo~nn new 6%tmlj)tkms. OMH review& each of the$O rUl~akinR'8 

under ures pl'C$CriDed in OMB Cirro1a:r A-lSO, which nquire8 inclu
sion () the fm;Ipuscd ruling in the ~li report, . 

It Some FBI regulatlons,.fQJ" instance, draw nll·dislindion betw-een tl'aditJcnal: 

law enfurcement file activitUm and those involv~ files on law-abiding ciU:zellS _k. 

ine: employment or White HOU$$ acce:ss. In :ru:ither- case doea the sUhJ$cl. have U\e . 


· rilfht to review hUt or her fi~, w rt1but any unfair or ill1lccurate inlbrm.tion con

lained within, or 1.0 know who has requested Ol:' boon granted aco:ss to the file. Do. 

you think thi$ policy makes equal sense with J"eSf)CCt to criminal investigatkms and 


·to background weeks? 	 " 

A. Under the Privacy Act. an indivldual is entitled to request JJtt>Cess to 
. a file 	that i# about Wm or her:: to request the turumclDlent of information 

in the filt! which the individual believea is nat nllCl.lrnte, relevant, timely. 

or I'XImplete; and generally to obtain a. copy of the aoootmuOJ of those who 

have been granted access to the IHe. Howev$r, Congress I'lhJo lOeluded in the 

Act opecified exemptions to the Act'g ~ss, amendment, and accounting re

guireroents. These exemptiun pnwiaions make -certain distinctions between 

law enfort:ement files and background invelltigadon filll!$, and alsu.betwoon 

critninal lAW" enfotooment files lind civU law enforrement fiI~ Under the 

Act's ezmnption provisions, an individual who h.ttJ undergone A ~round 

investigation has. the 8COOS!l, IIllIlmdtl'Jent., and a~untirig rights deocribed 

above. except to the ~nt that compiian-ce With thooo Nil'.:Jtlirements muM

reveal the identity ofs oonrldential source. 

· 12. Do you think Federal Ai*ncles have a responsibility to follow the t1pirlt, 88 
well the ~Uer, of the Privacy Act.1 UnJe-S11 .a crilninal investiption OJ'" national~•.
ri~ woold be jeopardlzed, should agencies bt req;uil"M to protect !Ill individuals' 
rip'ts to nwiew their mel!, to rebut any nnfair or maecurat& information contained 
Within the filM, or ~ know wbo baa requested or bean granted acress to the file? 

A. As with alI laws, agenties shollid follow the spint, lUI well M the fette:!', 

of the Privacy Att. Age.nclee should and d(l give individuals, in moot cases, 

the right 10 !""$Vicw and l1lq1,1C$1- amendrmmt ofiheir files, mtd to knew whO 

boN bOOn granted aeress to the file. However. the Privaq Act alsQ provides 

that, in fipecified fritIJatiom, lUI ~ney may exempt mie.tnS of rec:on:ls fl'lllm 

certain ooet.ioll$ of the Act. This exemption authority in the- Act includes 

llriminal investigations and natimtaJ lICCUrity. As ro background investiga_ 

tioM, an Individual generalIy has the right to J"il'YJew flIeg, reqUMt amend•. 

ment, and krmw who has been grallt,OO acee88, except to the ext1!nt that thla 

wuuJd reveul the identity of a confidential SOUrt:e. 	 . 

I: 

i 
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. 13. Another 1ltP.~ !If eumptillTi from Privacy Ad 1'efjuirementl> is in "routine" eglin
cy use Qr the flies. 00 yOU I;relillve "ro\Itme 'USe" &bould be: r<arrowly t:Qn$i£Ued, W 
p1l1lXi individual privacy above butet'!ucratic expediency? 

A. Under the privacy Aet. an agenQ' may stablish "':routine uses" \lruiu • 
which information may be dtselosed. C~ autlwrized ag~es to >l!$tab. 
lith ~routine UOO}l" out of «!COgnition that it would be impossible fur Con. 
&Test! to lilllt, in the Act. all th¢ appropriate uses of remrd& ",bout indj...id, 
'!.lab Hr.!wever, ()Qn~ was also ~roed tluIt. I\pncies not. create overly
broad "routine US1U. Thlt Act therefore pl"O'lliiks thAt tI -rouUIN' use'" mcst 
be "«tmpatible~ with the pUfPQ$C for whi('h the inll,u'tMtion \VIIS mlleeted. 
Through this compatibiHty ~ujtT.nwnt, the Act ensures that. at;enrjes flill" 
rawly apply their "nrutinc use authunty. In ftdditiun, the ru:t. al!!O requires 
..DriK t.o $ti(\k pubiic oomment. on a pro~ "routine use,"' and to pm
Vide advance notic.e to OMS and CungrMi'. 

VUI. ruttJlJiATOK'f ,.,"AlllS 

SiD¢e 1981, OtRA hn teYlewM Federal reg:ulatoty acU",jtiea, tint urnftir Execu
tive OrdeNi. The review pn>Ml1t extends from r,re-mlema:ltlng ttl finlll t'&ffUIIlWm", 
It i:nvolvi.'$ the appliCIIWm (If 005t benefit ana ~ls and review of old rules (E.O. 
128.S6), M wen as din!<ct«m suth as 8.0. 12606 ('The Family), B.O. }2<312 !F~l
Ism), and RO, 12630 (Governmental Act.Wn and lntetfllrenott with OmstitutronnUy 
Pr~ Pwperty Rights}.

Throughout the development cf UUt! regulatory review pt'OCU8, qur.stions btl.Ye 
been raiSed ~ing ita propriety, seope:, and eff«tivelW'l<l· iSIJIlWl have Included 
tlre e'1tent to wnith OIRA may prup»l'i ¢I'>ntrol ag<eney rulemaking deci$lotls, the pa
rameteNi of pretiidential eUPevIMU ot EIi:lW:utivtt Branch agendc., the $(Ope of rul{f
makiug authoritJ deiegared l.b agenciea by ~. aud pubiie di$closur<: OM D<~ 
counta.bility, . 

L WhAt are yOur view" ou the proper role (If OM! in the Federal regulat.l'n'y p:roc::. 

eS$? 
A. President Glinbm esttlibliahed OMS'a.role in the Federal nmu1amt')' 


process whett 1m iuued EucutiVe Ordl'll' No. 12800, "ReglJiowl')' Phmning

ami Rt;ukw," uu September 30, 1993. Then·OMS DU1lt':tor Panlltta $umrna

rized this Order at a pre51J briefing aTher the tUgning. ' 


"The E~ OrdEr t1wJ the p#.wunl siglWd is nol pronguintion nnd 

it is not antir£guIi1.lion, iI's $mart nguluficn_~ulGlioru: thc.t die~ IIIi~ir 

objedivd with tire k¢;$t pouible bmiiens on ,soCiety. It saYJI (U'$llMt rel/nin· 

tions tm! tc hi: adopud WMII .:uul WIly WMn they.:!/'(! ntiity ltt«ssary.They 

are U) « based on the b(!$t ~fy m.:oilabJe nnntirR end t~ 

data. ... The Eucutil.!e Or-t:ier reafftrm!l that 1M ~ncits hal!« tht leader

$hip roll' in develE;0pinF~rut nwulati(Htl!. at they s/w",ld, They're the .n

des that ~ N/,'l e fiJ.r 'jmpirntt'llting the lows. .•. At l1ul sanu Mlt'. 

it na/fmns the egitimacY fmd t~ l'tft:essit:t {or having a cemroli.ted rolJunv 


I believe lhat the principles embodied in the E.;.e;cutWe Order define an -=appropriate role fur OMS in th~ Federal regulatory pr'illOOss. 
2. Do you believe that OMB has lh~ authority to «'quire an ~-ency ttl revise, can


ret or postpone a proposed or fltUtl regulation that it has develoPed under authm-ity . 

delegated w the hei1d f)f the ageney by C~? 

A. It is-in gt;nera1 tanlS-deat that agencies. not OMB, havtl the IltatU
tory authority to iss;ue regulattons. On the other hand, the PNlsident hilli 
the Constitutional responsibility to oversee and Iil4nage the Executlve 
Branch. OMB, as authoril.ed by !l Dumber ()f lltatuws and Presidential di
redives, supPOm the President t11 carrying out his Constitutional re&pcn
:slbilities. . . . ' 

3. To the e:z:tent you thiuk OMB should have 8 raguilltor)' review ro\-e, please de " scribe !he guiding principles that IIhauld govern that review. . ' 

- A, These guiding principle1! are se~ forth in E,O. 12866, most spe<:ifically 

in section L These principles were well summarized by then Dircd.(lr PRo 

nett:! as qw:.ted above, in my answer to question vIII_I. 


4. OMB .. .xerOses conSiderable power aver Federal agencieil because of Its budget 
and managlmlent aulhDrity_ It also wields extensive powers \.Q set the Federal ('.av
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emment's regulatmy agenda under E.O. 12866. lMt you believe that QMS hM ade>
quately and properJy used its ai.tthcrity W help ensure that the regulatury ~ 
is efficient, rational, lind fair? Can you fibggest lm~menta? 

.A. The Executive Order artkulates sound principles of ~atory review) 
the procedures aoo tlme-limits UAdet whicll the re.iew is cnMllCterJ, onl1 
~tel:lSWe disclosure requinunents that ~ thot tho ftgUlatory pftloCY3 
i.e: efficient. raUenaI lind fair. It also ~t4blishes a RegUlatory Working 
Group <XUn~ of agency ~tat~ '!.nd White &ll* advUlors At 
which governmwt-wide !'E!gula.tory isslWl may be di8CU5sed, including ways 
to imprQYe the regulatory prooess. 

As I berom!;t more femiliar with how OIR.<\. carries out Ha respunsibllitiM 
under the E.O., I win work with the OIItA AdministratC"t.to wnl1nue to im~ 
pmve thlt proceQ. 

5. Aboli.-;rung unneeded regulations and revising regulatiom in need ru revision 
hav." ~u~~ to.reduce the o:l$t and bumM ufFl:tdera1 aglliatiOIllJ. Whllt role 
do}VU tilink. OMS ahuuId have in agency review of existing ~tious1 . 

A. E.O. 12866/ in section 5, seta fbrth agency and OMB «:Sj)olUlibilitillS 
for the ~w v uisting ""guhitioD!l. I\geociea are alS() reviewing erlsting 
regulations and existing regul.atcry prot.'flun9 as a result of Presidential. ini· 
tia~ and l'1l!eQmmendntions from tlffi National Performance Review. As 
these agern:y initiatives pr!.)CP.ed, OMB participate!J through i~ ver-iCtlS cum
ponents--as a rovtwe mattt'.r il) evAluating the budgetary financial, reg1l
latt;1J'1 IRM, !Wd othl'.r upect.a of th~ etrorta. This is II traditional and ac» 

.. cepreu OMS role that lIiwuld cunthlue. 
6. There i. oonsiderable cuntnweruy over wbl!\t the proper balance should be be..

twe.en the benefits cf n1guiatiOIl5 designed to protect. the eavironment and the ptlblie 
health and safcly, and tlrn W$tt; those regulations impose en the IroOnomy. How do 
you belilWe that 'Mlantl! .sltOUld be dmrrnined? How do you believe that OMB <:Atl 
help to achlCWI that balance? . .

A. &,0, 12866 eets forth regnlatory principles deaigned to help ir>fwm 
regulatory dj1Ciaion-mak~. Ultimately, h~ver, the balandng thllt has w 
be made depend3 upon the jw:!gm!;tI1t, IXlmmen sense, and uperienee of the 
reguJalo1y deoei$ion-maken. 

By $tatule, regulat.iQU3 are iR!lI.l~ by the re!Jlponsible agem:y head. As 0 
matter of the President's t:(mstiLutiunai J"(I$J)Cju,ibility to manage th", Exectl
tivn Branch, however. the mOffl importaut Il regulut.icD-th~ greater the 
benefits,. the oosla. the ovmoalll>Ociallmpact--tbe marc. likely jt is that a va· 
mty of Exeattive 1l:raw::h offidal!l wiU'ronlrihute to the deoei-lliOll·makini 
Pl"Il<XNfS, 

'1. How much weight to give l/) risk analysill 1lnd 006~I)l>nefit analysis when devel
oping ~llatienIJ and when reviewiI11l existing rog\lIatiuus hIlS generated Ii !:Rat 

, deal of conttc'le!1'\y. How do you think risk Analysis and COJIt·benefit analysis should 
be used by agencies :In ruIemaking and by OMB in evaluating that ruJi!mllking? In 
i..u$tnm:ns wlwre an agency di&agrees with an OMB'a (!Valuation, how dD you think 
that d18ll.gl"OOnwnt should be t"e$Otved? . ' 

A, Risk analyais ~nd rost·beuefit analysis are weU.establi!lhed methods 
ftlt evaluatiug·~l.n both scientific and emn(lroi~ terms-the direct and indl
I1lCt impaela of poMible regulatory ,",ctiell. With greater or lesser preci!lion 
and level of dtltail, these analytic tools havtl boon developed and used at ' 
agencies for many years. The$e analytic tool" are"however,)uBI; that, Risk 
analyai3 and !!(1st-benefit Ilualysill t8.t:I be very helpful, Ilnd in many ea."le9 
tritieaUy important. But ultimately, 5uth anal)"lllis I!Iln only inform ~soned 
decillion-making, U9t subatitute for it, ,', . . 

E.O. 12866, in Beetion 7, specifically prescribes how an llgeney IhouId 
IJU'k to resolve a dis~ment or OOri1llet ootween an ag~ucr head and 
OMB, Baaieally, /Juch a contliet ill to be "nnIolved by the PresIdent, or by . 
the Viee President acting at the request of the President." All a ~neral 
matter, however, agent)' regulatory deci.Jlionwmakere and OMB manage
mel'lt-intludiog the OIRA Administrator-talk aoo meet with e3ch other 
very frequently. Only in .faro insttlnQCB will a disagreement not be t"Yi!$Owed 
through these informal dls<:ulUlion.l and tneeUnga. 
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. 8. 'The Small Businmrn Regulatory Enforcement Fairness Act (Title Il or P,L. 104
121) passed earlle: this year llooks to J'IIduoe the regulatory burden on small cnti, 
Ues--busincllS, State and local government., and other orpnlltBti"nll. 1t 81eo sm!!idu 
for rongressioml.l review !;Ir new nntit:'I'lS tUld their reaction ~ jlliIll remlution. What 
dl) ,You foresee QS OMS', rote to help mflke this Ad effecllve? au1lt dO' you think 
OMS C<l:1 help Cengl'Ull to e'\l'a1uate beW regulatiolll! in order to dHitrmine if they 
Mould be rejected? 

.. A Title n pro'lido..'1 a role '{(It' OMB b'; tW(l. ~ifie ways. Undet new 5 
U&C 6{J9(b}, the Small Business Attvuc:ate, 0lRA, and either EPA or 
OSHA are en part«:iva:tJl in 8 review P!lnellCOllrerning ~tain ruiemakil1g5.
Hader 5 U.s.C. 8{J4{2}, OIM b: to find whether a final agency rule is 
"major'" and thus is to tAke effect onJy after 6Q dtlyS, unlesS that 6lJ.d;"y 
celay is waived by the P:rel!irlent under 5 U.s.C. ${i1{c} or by tM agency 
under 5 U .tU!. lillS{2:). Otherwise, Title U directs. SBA and the reguilltnry
a;encles generall;r to uodtlrtakll! a number or specifte action..oo; to imprtiV1; ru' 

. analyuo ru!e-mElkmgs, Sl;)m~ of whkh codify initiatives d~loped under the 
NatiOnal Petfonnllt:K:e Review OT in the course or the White House Con
ference em Small Businelili. To the extent that lssues arise relating to TiLle 
II, OMB will w(ltk with the SBA and thfi' sv.nciea to help the agencies im
pltt-ment the Ad. As romJt ofTil.le 11 did not tnkc! effect until June 28, Hl96, 
however, neither OMB, SSA, EPA, nfJr OSHA have very much eJ:penenco 
implementing tIli, new legjslation, 

With respect to the CGn~roo.\lional rcvitlw provislonJI of the Act, consider
flble data are to be supphw to CoUgn'fflS by the agep(}' issuing the rule, 
Should a Committee revIewing the rille sMk information or a55tstance from 
OMS, it would certainly fulllllits traditionlll role of rE!$ponding to that m-
quest . 

9. The Hme Act provides that regulatitln$ isaueO by the Eoviromrn':ntal Pf'¢te(:tioo 
t\gt!ney and th1:! Oa:upalwoal Health and Sllfety Adminilitratiou be reviewed by a 
panel to ODnsider the-impact of those rngu!ationi! on tunan entities. The panels fire 
to wnsist of offieials from the O!tke O'f lnfunnatlnn and Regulllwry Affairs. the Ofw 
flee of Advocacy in the Small Business AdllUnifdratiO'n, Ilnd the agency issuing the 
regulatinm. Given OMB's !»Wu, db you think Pf.!r:ticl~nts from the other agcrn:ies
wUl be assuNd of an equal vola! in d~i'mn-ma!dngY How dQ you think disa~ 
nwnts IWlIr the impacl of these rorulationa aoould be n:AOlved? ." 

A. The review proooss in new I) U.S-C. 609{b) takes p1s.re befare the no-. 
title nf p.ro~ rulemaking is publlshed fO'r general ptlblic comment. O1BA, 
the Sm"li Business Advocate. and either EPA or OSHA are, as "a review 
panel." to "'report Ito either EPA or OSHA} on th(! eummenta of the small 
entHy tepNSet\~tives nnd its (the ptanel'e! findings" 113 to certain issut'_q re
labed to the Regulatory Flexibility Act invulving a drllft proptmed rule
making. This repcrt is to be "ttra!k- public as part Of the rulelllaking ream:i." 

Thill t'E'port will ool)llist of the view, of the paneL If an indivIdual agency 
WIUlUl to make specific recnmme.ndatlmu in Uti, repu:rt.--qr in an attached 
"separat.¢ statement"-it will be able to do flO. In Ilny event, iowrngency di!t
ngreementu on the tel;:t of such Il repOrt wi!! I;'teslJmllbly be worketl (lut in 
the informal, collegial manner in whieh !;uch lSSUes are normally resolved. 

10. Until 1993, in iltJ annual Regulatory Prpgrum of (he United StaW! GG"un· 
Ment. OMB provided very useful sU!.tistic:s Oil tile number Q( regulatiVUl'l it reviewed 
nnd actions it took on such regulatioDS. as well as Oil stAtiati~ (It\ the number of 
ree¥luklry dooumentl! and pnges in the Fetlernl Regiatllr pn!pared by the office ¢f 
yooer.aJ Register. Do you know why the lltel~tits Are no mn~r provided? If you are 
CQll(lrmt!d. would ~u he willing to include those sutistica 1n the yearly edition of 

. the bi"yearly rulltiO'n ef the R£gulatoy Plan and the Unifud Ag;!nda (if Federol &gu
frlrtc.lt$, 

A. Consistent with the disclosure requirement. in E"O. 12886, OlEA 
tn(HntAins a daiiy l~ of th01!e regulations submitWd fnr ita review, and 
platH tius infOt'l1UlUon in OIRA's public docket room and on tbe lntemct. 
A mnnthly and annu.aJ sumnuuy or OIRA's actions is alsll -compiled IUld 
p!t\Ctld in OIM'!) puhlic docket room.. Numbers of ftgulawry r.ages ond reg
ulatbry doeu:m-euts published in the Federal RegisteJ' are aVllllablft {rtlm !.he 
OffiCtl of the Fetleral &gister. 

I am informed that the statistics are n~t published in the way they used 
to be beea~se 1t wI»'! believed that the C'Utn1;nt aystem provides m(lre useful 

and timely lllfurmatitm. If additionallnformalicJ:l is needed, ! am «luMant 
that we oould sawfy h!gitimate l'eqUeI!ItII in a way that la both infcrnuruvtt.timely. IUld cost-eff~. 	 . 

IX. PnOCURDtl!!NT POLlev 

The ~ (If Federal ~u!(1men~ P(liky (QF?P) was ~blishoo within OMS in 
1974 to provide UV&alJ direction 0'( procurement policies, and to eoordinate Programs 
to improve the Qbality and ptrfumianC$ of agency proeUl'~nt per$!mne), In 198t\, 
~ enacted the ot'fW& of F...nera! f'roiUremt:«l P(liicy Act Am~lllents (l02 

! 
Stat.. 4055), which perroan<mtly estahlishe<l OFPF within OMS, and darifiOO th~ 
Administrntion'. authority I.U initiate govm-nment.-wide prowtement 'pnticy and to
1$S\Je implementing regultition1'!. 

'The 103nJ: Coll~ enacted the Feflual Aequisilian Streamlining Att (FA..I)A), Il 
comprehensive p.mturement refilm effort d~'tled tn I!t.reamlixw the $196 billlon d_ 
vilian and miHtary aequi1litwn proooss (lOS Stat, 3423). Briefly! enactment {)( FASA 
nwisea .fw.veral hundred exia~ing statutes in llll effort to stream ine and slrnplifv the 
govemmeIlt's .procllre~ent mquirementa. TIlt!' lI!4nJ:tlified acquisition threiJhO'id 0( 
1100,000 and the increased tiM! of eommlln::iai produets will provide greater f1Mib.ll_ 

' ity to procurement offieiaL!l' effor1..tl to btly goOds quieklr and economically, MiC1"(). 
purcbases, under $2,500, can now "* made in ~perless tmn.sadions with the U$O 
ofpurehtlse cards.' . . .' __ , ' ' , . 

I. In addition to involvemellt with pwmulIJatum (If regulationS. will OFPP tti:e 
an active- re!e in develo.ping guidelines fur the unplemeniat.itm of FASA? "... . 

A. I undc-ratand t'bat OFpp had a very netive rotc' in the develol>~nt of 
. • 	 tbe: ~ulat.ion, fur imnlementation iIfFABA. An expqdited process was UsM 

to develop tbos.e regul~tiollll, which a!k1wed lnter.g.m'1' teams to work dl.w 
recUy with OFPP ataf'f. A aimllar appn'nlt'h i('l now being used to develop 
new regulations g<.Weming tbe negotiation of U)tltrnct,e awarded on the ., 
bruri'i of quality and other nOil~priee fecwa all well a.'i price (the ~ 
ul!led to award most large o.mt.raet6) and to establish aimplified competitive 
prooedures fur purchasing Cbmmercl.l produel:l;. I $\lppo-rt dire« OFPP in
¥(I!vement in the d~nt ofimportant regulaktty clt~ 

, 2. Hu OFPP begun tn wre e.!ectrenic diuruninatiun f.or purcll.ruae lrarumcliullll1HO'IV $uecessful hlUl this been? 

I 
A. OFpp is lw..aviJy involved it) promllting eledl'onic dilmemioation Via 

sucb UleehaniSmg as electnmlc catalogs, purehaoo ;:amll,' Federal Acquisi
tion Compuwr Net'M:lrk (FACNETJ. arid Acquisition IWfurm Net (ARN'ET). 
UH of a1ectronie cata!ogs, such as GSA Advantage and Dl..A c.a.t.aIOg5, help 
to maxhnize item visibility, faeilitatc (1J6tmner learning- aoout available 
produt:tlll, and eilnplify the oruering PI'OCeS8, They hn~ the capability to. 
provide quick and easy gtlvernment-wide ae<:ess to a wide .variit~y of com_ 

merdal products. We h(lpe to place links ou AIL~E1' 1.0- these electronic


! tatalQgs so that they can be easily ae<::elPlted by ow- buyer(!. The FACNE'l' 

goftl of issuing: $OliCliations, ~e-iving ProPOUJII, and "making awards elec_
I . tronically hAS proven to be mtlre problematie than fim thought. ARNET_

.1 	 a prqiett j{linUy initiated by the National Pemnn/ln¢tt ll.$view, OFPP, the 
COuncil rO'r Exoellence in Uov-emment. And Lawrnnee UWrmorn National
Laborntcry~lready provides procurement offu::ials .in tbe publlc and pri_ 
vate !Ie\'l:t(In with ready elXless to 1'1 lafie amot:ttt ¢f procurement inWl'ma_ 
lien imluding be$t p~ guides, policy fet~r(!. and training CQUl1IeS. 
Mill\)' I':Ontracting activities have home pages linked to A.R.f\(ET where ad
vance procurement information tincl~ RFl'$ and dmn ~ and f0re.
casts: are eWdrunically available, whiclt tS OOpecialiy lmlpful to smaU b-uai. n~ 	 . . 

OFPP is 8~ worki1lg with OlRA and OFF}.-1 to better in'te&-rale proCII~_ 
ment and flt:llll.n()e tlp8rtltitms 00 that mOM of the busine&ll procell'" aTE' OOverod by electioni!! COnlmtmle. 

3. How t:att OFPP be f~r revitalized to roef\t the tnAj(tr challenges Iadng Fed
eral procurement, and WbR~ 1'(Ile will the Administratnr play within OMS? 

A During the Clintl:ln Administration, With the IHlPpo1't of the Vice Presi_ 
dent':!I National Perflltmfloce Review and of this Committee, OFPP hes pur_ 
5Ued 811 nmbitiou!I Rnd effective Procurement reform agenda and hau 000
tributed substantially to bringing about ChRllgll1I in procurement law, regu
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iauun, and policy that are tmlSidered to be the most significant since the 
enactment of the Competition in Contraetin; Act af 1984. 1 unden-tand that 
OFPP'& expertise haa frequenUy ~n nllied upon hy this Committee and 
ol.hen to facillt\1te the kind of pnxluetive acalyul$ and di#c~cn of is$Uetl 
that are key (.l:) rn'llklng pJ'!Ol,%lnlrru):nt refOrm a blpa.l'1.isan SU¢:eSl!. 

OFPP Administrator Steve KeJrmlD hal!\ been particularly ronecrned 
abwt making Bure that rt!fotm5 reach the front line. He has levtrtqed 
OFPP'. M.'$t)tU'I:';M by 8tlC\,Iring flgency pledges to Implement 1llfOtffis on par
ticular oontrael$, working with ageacia- to identify best I'"!ct.ioea, and pro
viding iii forum fhr·fl'tlnt line flf'OCure.qumt ptof~ionals 00 shan their ideas 
IlI:Id mAttiom with him and his staff dircctI3. . 

OMB has begun w sueeeOO In making procurament reform an integral 
part of the work {If each of the RMOs, as I!!l.l.visionOO by OMS 2000.1 under· 
stand that procurement m('()l'mS have been used III S WUfUl of budget 8/iV
ingtI and ImS5ion Rnhancementa iUld that agllttcies" progress m Irnplelltimt. 
ing procurement :reWrme. i& b(.ing UlI!1l!rured as. p!lrt of OMB's hopJemeJl.U\
wm ofthiit Government PerformanoP and ResulLl Act. 

I fully support the OFPP Mmlnlstrator in hi, e!furt..., to bring about pro· 
c:urument ref'orm and ensure it takes bold on the frtmt line. The OFPJ> Ad· 
ministrator must oontinue to play 8 prominent ro}~ within OMB as the foc:al 
point fur the Administration's elThrts to en.ure the procureI!l{lont f'""'" ~ 
Nsponsive to the needs of' agency missioNL In thi$ ~ard} I wil o;mtil'lue 
tc promote the OMB 2000 t!Unl ef in~ating OFPF irutiatiw!I with OMB's 
other work to enha.nce OMS'. overall effectiveness.. ' 

4, With enlU!tment of FASA. ao ~cy CJln now conruder /I ccntracfur'. put pet. 
formanre, management akill!ll nnd workl'IUUl$hip in ita decisir,lft to award supply and 
serviam oont.racta based en out-value procurement. instead of lowest pncc. How 
will OFPP educ:ate the Federal civilian ~'ition workforce to implement the new 
regulations? 

A The common COIDmeteial practice of u.sine: CGnuactor past perfonmmoo, 
including managenant skills and workmartShlP. in the selection prtJoreBS fOl' 
new oonuacta has iXlf',n an OFPP priority. The OFPl' AdminiBtraUlr estab
lished n pledge program with :.m age.ncie3 t.a use pa3t perfttrmsnce in the 
award of 50 cootracU in January' 1994~ The pasuge of F'ASA Willi welcomed 
as: the :SWWUI elimilUlteU any dQublS the agencies had about UBing past..f!el'
forma~. The MW policy was ilnplemented in the }<'ederal Acquisition li!ei;' 
1,I1atklll In March 1995 and "A Guide to Best Practices for Past PeriOrm
ante" was published \hn 88Jl'W monlh~ ~r 3,000 copies of tlut guide have 
beeo di&!.ributed by OMS with agenciu and OFPP is providing training to 
guvernmlmt and contractor penmnnel. b;f'% the last year, the use of pMt 
perfonnance in eource selection hall become nn accepted procurement pm!!" 
tire lIerosa the government. , 

OFPP ill leadiug an inteNijf\»ICY tettln to reYt&e' the "~t praetires~ guide 
to retlect. I~ learned during the initial implementation pf'N'JlM.!!_ OFPP 
staff has also (lDnducted training ~ions lUI ~U a3 pnunoWd the initiative 
through the President's Management CounciL As past perfotmaru::e hAa be· 
come a more important factor in detennining who ret.eiveH contracts, the 
private $eclI:Ir hll3 responded by cffering training~. 

A majur task fur OFPP in the futUN will be to erumffl that puat perform~ 
ance iJJ used to strcamlitl(l the S()u~ selection procell!'! and that the eont.rae
tor t'eport.$ requirN at the (fJmpleUon of <eVe!')' contract are cmnpleted in a 
timely manner, . , 

5 How do ~u re!!p(lnd to critics who be1i6Vt! that PASA give» too mU/;h diecrntion 
to the p:rocu.remect Officilll in the flIllll tiecision to award a contract? .. 

A, I 8m nut aware ¢f any prmdllion in FASA or any Qther recent a;::quisi. 
lion refutm legiKlation Uuit ,",ell procurement officialll too much d~tion.. 
The eMeted refurm& have atreamlirutd the (lOnt.raeting proe>e8$ both by 
eliminating many Qf the proviiiQna that make ~ernment P!OCUl'ement 
uruqU(! from oomfll.tdal contracting {e,g., submiSSIOn of detailed Cf1St tofur•. 
matiOll t;l;ith every proposal) end by adopting eueeelJlliul commercial prlH:-' 
Uce$ (tl 1::-' consideratiQn of put perf"ormauee in !ll')llrce ~on). . 

In the put. the Federal Gcvobmment tt>ught to developrnles gQverning 
every con~lvable cltrumlltan~. Whenever the system failed to pOOd~ ac

511,, 	 oop:ahle results, the '"J)Im.Be WIlIJ to make th:$ rnl.-..s morn detailed. Pro

eutement ufficialn' dil'l(:n;1tion eroded t.a the point that it bec$me difficult to
r 	
hold them aCOGuntable when 1\ pmcUrement (Ailed. We baska.lJy developed 

It pt'OCeaS wbere official. were mucll mom likely 10 be cruled u. task ~u.o 

they fuiled to follow the pl'OpI(!r procedure than beca11!te the, llUide the 

wrong d~i"ion. 	 . 

There now ill! a clear oonsensus in favor ef' changiltJ thl. eulture end fQ. 
CUStng en rIfflults mUwr U)116 .pro¢ellt!'!, 1 flUpporL thIS vhange, which haa
be~n iii thprne or tlre Vi~-Prellident's Natiorud PerfOtman<:e R.!"lew R.I! well 
Bit nf tbis Committee-'s; WutK as reilected in the <fflvernment Performance 
ttnd Res\dts Aet and tM PABA Titl(! V mandate fut·agencig to establish 
anrla.chieve oost, schedule- and performance goakt iuX" at.'quie.itioll programs.
If WI! lire gQl~ to su~ed in shifting ttl a resultl! foeus, we must give pm, ,
CUtewel1t ofiiaols the di~tiQn ~ary to e~ sound buaineM judg ,, 
tnent and OOlnmoe ~nse" Only then will we he able to hold them Ae>couot. 
able. In ~hia veiu, I note that OFPP, with OMB support, has heftn wQrking " 
with the President's Ma.n~ment CoUncil to deftlop mC9;lUl't!S fur gauging 
agencies- Pl'Dgt'eH. in inCreasing the nmprum~ Qf the proeutrun~nt ay&- "d 
tem tn agency miSllion and taxpayer needs. 	 . 

. 6, Si:rteen months ~r the 1994 p,lJwage of' FA..9A Congress passed th.:l Federa! , 'i.,jlAcquisition Reform Act of' 1995 all an amendment to the fISCal year !ffi DOD Author_ , .;;":itation hill. This law authQrites additional I"Pformil to tlw etirNlnt acquisition ~ss 
by allowiug hgencies to procure itenu: "eh&aper. f&Ster and better." . ," J~' 

" ~';(a) What initiatives wiIl OYPP take tb oyerooe and implement the llequisition
Pn:Io!:elIS for Executive Branch agencielJ leadieg to the nert <:entury? "illl 

ftt) What it; your position on the prudence of doinJ,: &wernm1IDt-wide proeurenrect '. 'ij'~.;!,
refnrm CD a defu~ bill? 	 . ";

F
;!cA, The entlc~ment of the Federa! Acquisition Reform Act of 1996 (FARA) 

repR\"!CnW another k(ly milestone in (lur Ongoing efibrt to Create a CusUlmer. '" .~ II 
onented, eommel'tial'style procurement system. 'rogetbl'!r, FA.<;A and FAA 11'Mve laid an important foundatioll that wlU (!lUlbJ~ us to tranafonn {llIr pro. 
curement system into Qne which emulates many (If the most SUCcessful oom
mercia! buying practicell. I~ 

Even before the P~e of FASA and PARA. Qppp has heen working ae•. , I tive-Iy and aggreSllively with fJle ngeocies to proml)te lIIucee.uful wmmercial ,pra~Uees. Many are now beginning fA> take bold, .including use af past per

(onnanee 8$ an indiearor of a contractor's p:ltential in the se~on ~S9, 

contracts that hnld oonttactol'lll «i:.'OOuntabJe fer perfurmanoe, end alternative

~pproaclms to dispute resulutiQn. OFPf> will need to continue to work with 

the ngeuci(l:.'l to make sure these initiatives are long lasting. 

These aOCCJnpli.~hments notwlthstanding. the findings of the NPR remlnd 

us that, in striving to work b(.ttoel" and ¥educe OO!ltIJ, we would Ix! i1I-adviS<:!d 

to assume that the CUrrent way the government dQeS busineSs ill opthnaL 

We must 1;t11l5t$.ntty question our procurenli'l1lt Procet!lIIes and ensurl'! they
, 	 retleet the beste!:OnOmie thinking, are right fQr current circumst.a.n0e5. and 

consistently produoe tim moat in terms of m.ise:ir)U results for tnxpayer dol. 

lars. One of the best ways w verify the ~ber oi our procurement Pn'l<".eSB 

is to eomp&re thi'm to thOire usc;:l in the commercial world. I..ocking ro com_ 


- mercia! buying p.ractioe far ideaa and beoehmarks 1$ beor?Il'Iing common in 

government ptocurement. In dodnji so, we must also work hard to avtlid OUr. 

past abses:Slnn with ~. elimmate those ProceSlreS With low value, and 

cancentn:te 00 N9ult.s. Thl'!se am trends that J I!traegly endorse lUI key to 

r.aie.ing our procurement system to the level Qf world t:laa9 companiCJl' as wo 

tmter the next century. ' . , 

,j .The Administration will (lOncentrate an the merits of procurement t(lform . 
lcgiol1ation, working with the Governmental Affitirs COmmittee and eth;tri commiU.eea: with e..:pertiae, The AdminlM.rntion will defer t;) the Congress 

, I .I 00 the speeifre Ieg:!a.Iative vehicle used to enaet procurement refcmn:, 

K_ IN'I')!I{CQVE'IlN:MENTAI, n£t..o.nom AND GRANTs MANAGCMEN'r 	 ;:1 ' 
'1' , 1. In th$ /Mst. many expemJlliVc recommended that OMB soollid be the ~polnt'"

.,' agency.ln leadtng and coordinating th~ Federal G.wernment'lI!I federolimn and inter
,! ,pernmental relatiOn!: policiea. hI ~rent yean. the agency has appeared to give lit,., i"I' 

'.1, 	
J:!J 
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tle atlention to this role, R3W would you define OMS's pomtlon? Would YI}U (lrg1lni:re 
the tlgency to better perfotm. this function? 

A. OMB'lJ ~nt activities. iii the 'ermnental I't'latit:rnll 
have been significant. The Clinton A, new parl.ner. 
ship with States and local govc: a\ the motet 
of thia &<:tivity. 'l'hese efforts i .t 
with the operation of FedRMI;c ______ re' _.,-. .---- 
Food Stamps through "waiven , e:reat,ing Empowerment ZtJtu.·' ,um Enter· 

pris« Communities as the beginning I}f a lo.year experiment in uornmunity· 

based decisj~ making; developing performance pnrl.oerships thAt provide 

in~ased «weillty to States and local goverwnents on haw V~$ lin} 

run in eman~ for increased aecounta1»1ity fur Yeltult&; 8nd supporting the 

Oregon Option to ~ and. test a results-orlented apptOAch w inte:rgcv

wnmental service de!~. 


OMB has played ti key role in the dere!opment and implementation of 
l'ACh of these effort.a. During my benure u Diredor, OMS will continue to. 
be a catalywt fur n new State-Federal partnuship, with all partnen working 
to d~l(jp clear performance goals fur gWt!:tnmentprogrllxmJ and llCCl!)llnt· 
abilio/ ti:rr aehieving results. Consistent with OMB 2000, [ ex:~ staff (rom
.ach of OMB's Reacun:e Management Offices to be inV1>lved in these Crotl$· 

<:tilting e(fur\JI.. 

2. {'''ur:renuy, the buzz word in intergovernmental especially F'ederahStaw rela~ 
tiMa, is ~devDlutil)n." How dQ fOil view devolutiDn? What jg YOu1llpinion on the ap
propriate role for the Federa and State gnvernmenia as the Uflited States aft' 
p:roru:he3 the 2bt century? [f devl;Jiution extends to Stare-local 1IS well All FOOeral· 
State :relationshiPIIJ, how willloeal governmenta be affected? 

A. Devolution is f\ mtl,io.r theme of world-wide publ~ s:eetor reform. Thia 
includes devolut.ioo of reaponsibilities to other levels of govenHMllt, M well 
as moving decision making from the center to operating deparlznentB. 

Devolution ia bQGed on the view thQt decisiI;Jn9 made closer to their actual 
point of impact by poople with greater knowledge I;Jf likely results are likely 
to be better decisions. There has long been a debate whether to ~1\traH'J!o 
or dlllVoive authority. I believe we must now be willing to move in both di
re<:tions-ti!:lVolving many o~rating functions while eentrn1iI.ing critie81 pol-' 
icy making reaponaihilitlt!S. For example, there needs to be a strnng capac
ity at the cenler of government to determine areas of invoivernertt And the 
gerteral stra~e$ to be folJuwed; to allocate resources to ren~t strategic
policy; to momtor progn'_'t."I: to intervene in ellceptiunal eireumsta;ncc5; and 
to manage the overall reform p~63. . 

At the aame time, it Us equally important to devolve more of the oper
atio:ns of ~rrunent to those dosetlt to the problems. 'I'hia means replacing 
highly (lentralized, rueraf('hical organi:lmtiou structures with a system that 
moves decisions on flefVie.e dellvery closer to the point of delivery, where 
gresttu' rnll!'Vant infhrtruatit'fn and feedback from clients and other interest 
groups la available, 

In Intergwemmenta1 program&. this m~Iffi.'t moving toward mt:me flel:ible 
(unding 4rrttfl.g(lmenta, suth WI performanre P9-rtnerships. Perfornumce 
partnereruplt tcnwhdate existing Federal p~ms iuto a broader, perfrum
anre·hued grant, where $t&t.e am! local admmistrntore are given irn:rea~ 
flet1hUity in ft~e for acl:!j(;V~ defined results that embody the na
tiGnal pur~ jU$tifYing: the use of Federal fuoos, 

The best uample ill the pl!rfan:nance based appmao::h i, the ~Otegnn Op
tion" where Federal officials tiN workm« to suSpend most Fed!u-aladminig.. 
trntive prot.'Odura, 1u retum for lhia t1exiblllty. Stille and local officials 

- . - - The Oregon model darif1e!l 
, • .... •. _ . by requiring a resull:s-on

ented ~ that defines I{O.AI.' imporlent to Oregon CItizens: heslthy chil
dren, etnhla families, and a hlply-tl1lined and compoeti~_workforee. 

3. Considerable emphui$ baa bcf!n pll'lU\d by this Admitliatrat.iuo on tM use of 
waivera 113 an alt.ernnUw to major restNcturing of ~ Federal grant system. Waiv
crs hayc been gmnOOil in major welf~ and Medkaki prognm uperi~ts, and are 
a rugnifiee.n.t ff1JUpcment of the empowtlrment mnelenterprise rommumty program 
and ~ Loc.al Em~rment fmd Flexibility Act (lUt. 2086; S. SS), whkh the Ad· 
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: 
,. ministratwn hall endorsed itl prlrn::iple. WhAt ttNo ycur '!iew!! with reganl to waivers? 

What principles would you use to ~ approval or denial nf waiver requesta?
Does this surge of iotemst in waivers i.mlicat.e that the wyatem neoda fundamental 
overhaul? 

, A. Waivers are requested for two basic mast.ll'l!t One 1a to tailor national, 	
programs w the specitks of State or local SituaU6U$. Wuiv¢re of thiu type 

are available utlder a wide range of ltuthoriUH:. 'the p~ of waive" is 

to malre the delivery of Federal UlIistaace nwre efficient wltlwut undermin

ing the integrity of the Feden.l progtams 01" increasing Fm!eral toots, 


A aicond reason is to test ~ waJ'5 of meeting the ~ of progrums, 
The JnOlJt broad-ranging researcb and demonstrntion waNen are probably 
in Medieaid and welfare program!!, The Adminwtration has; ~ed 
Statea to propose demonstrntiona to !.est new wayu of meeting the goa1S tlf 
AFDC and Med~id. The Admlnistration'D expern.;noe with thfte waiven 
wa$ a major factor -in shaping its Medicaid reform and ""elf",", t't1f(Jrm {lIOh.
doo. 

Tn MediCllid, the waiver proteSs has provided Slate!! with enhnneed flexi. 
bility ttl ~ ways 14 redesign and ma.nage tlteir progmDUII, whlle mainUtin. 
ing the Pederel Guantntee of ooverage and oonefiUl to eateprkally eli8ibJe 

. 	populations aoo ensuring budget neutraJity. For exAmple, aeverSl States 
nrc testing ways to explUld coverage while noL im;:.reping oosts. When all 
{If tbe.curN!nUy applVI'ed demonstratioDs are implement:ed nearly 2,2 mil· 
liM! individuals who did not ret:E!ive Medicaid eavenge wi1I be ~Hgible fur 
M1rviCCII. This Administration has approved ]2 statewide demlDlUltration 
wnive1'9- 11 mora than had ever been npPrOVoo berore.

• Ba')$d in large part on its 6perience with waivenll, the Administl'8tion 
bas proposed a carefully deaigned and balanced plan to reform Medicaid, 
The Pfelif.iden~'8 pIan-giVe!! States flexibility to meet. the n~6 of the peoplfJ 
they serve while preserving the essential ~arantee to ooverage ror preg
nant women, children, people with disabilities, and elderly Americans who 
dcpoend on it. It would also maintain shared financial responsibility with 
the Su.oos; and pre8erve the Federal Guarantee of a mandatory haMfil$ 
package; and provide States far greater flexibility to mannge their prCt
grtu:ns to pay providcrn of cal'/!! ilIld to operate managed care and other ar
rangements. 

In welfare prugr~mll, States are testing new a;.w. innevative weya of help
ing: ItIVI inoome families become eooncmia.!Iy independent. The Adminittn'l
ticn has encouraged States to pt'Qpoae welfare refonn approaches to test. It 
has granted reaeareh and uemo.tldraUon waivers to 40 Slates-far mol"t'l 
than any previous Adm.i.nistration. The Administration':!! polky of ene/Jutag· 
ing uperimentation he$ undoubtedly wntributed to the Orlg.tllDIj: rapid de
cline in wdfat\l caseJOliId$I. litIaed on thh' experience, the Admirustration is 
oommitt¢d W CfJmprehensive welfare reform that gives States more fluihil 
ity, incryeasH 'RQrk, and proteeta children and o~er vulnerable individUAls:. 

Until C()mpniliensive weIfan nofonn l$ enacted, I .upPln't continuing to 
use the weiver Pt'l')()f!SS t.o giw States tbe fiWbility to test new app-roaohes! as long as children and ather vn!nerable individuals are protected al1d costs 
are Dot increased. Similarly, I support eJ/pandi~- the number of States that 
r~",e Medkaid waive", that promote the Administration's vision or Medic
aid refurm And do not lne:rense Federal costs: I would expect the Admillis~ 
tratiou to enntinue using thIl AFDCIMedietLid waivw rEView principles and 
~ul'tiS thAt W(!«! devdoped in consultation with the States and pub
lished in the Federal Reg:ist.e¥ ill 1994" 

I States and localities am al$O using 'WfIivcr !Ienbility to test new models 
of community :and eoonamie tf,eveJopment service delivery-through the 
empowerment Zone and Enterprise Community (E7.JF£} legislation pro-

.,! , posed 4$ part of the Presidrnlt'/$ 1993 eroru>mic pmgrant and subsequently 
enacted by ~. Under the E7)p'C~l'slation, designated localities 

I 
I have submitted NqU0$ta tor wai'Vf!l"5 de$ to help implement their local 


strateg!o plbtlll. Theile local requeeta, 0 n developed JIB part of a com. 

preh~ru!ive :review of tity, State, and Federal rules arid rf'gUu.tiontl .ffeeting 

the local plan, pn:wide an opportunity to tClSt Alternative 1O<:a1 approaches 

and provide poerfomume8 !nwrm.tion' on the OlltPUte a900Ciated with the 
local suat.!-gies. 

I·i. . 
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4. The Tenth Amendment Enforcertlent Ad of' 1996 would require the EXe()UtiV8 
• Branch and agencw:&, when proposing to Bet. through the mlemaking pr<:lCed in a 

ffi1U1ner thnt preemp~ State law, t.o prtMrle ,dl affected Statea Ilotice and lin UJlfJ"lr. 
tuntty i'tIr ~mmr.flt by QU'Iy elected or appOInted Slate and local govetnment om· 
tia1!1. How would the Executive Branch ,rujd OMB comply with thUi requirement'? 

A. ~ci9 a1reody provioo an aIte()te\'J ~elI notice Ilnd an opportunity 
to emnlt1('nt ou all ~gu1adQn$ of genom! applicability under the Adminis
trative l~rocedure Ad (APM, unleu good CIlWlC 1$ $hown. Ueing tlli$ APA 

. Procc',J!JI, St<o~ pem.mentll frequerttly comment en ff1iUlaUl;IIW that aff~t 
them, anti ngeneies encourage !lueh comment when important lmlues, such 
M preemption of State law, ar.! i..ovuived. MO)'IWVer, TitJa II of the UUw 

funded Mandates Reform Act requires ag*!llcies to engage tn meaningful 
and timely c:Gl\lntltation with State. loall, and tribal governments ou rote. 
containing s;lgnifleant inter~ntat ~te&- In addition, EJ:eocu~ 
Order No. 12865 speeifi('.ally etptes:. 

"'WheMver feasible, ageUl::iell ahal! !H!ek vIews of 8pj1ropriate State, local, 
and tribal olneials befere imposing ~latory re~ulrement& that might sig
nificantly (If uniquely nffect. those govemmentnl .. ntities." . 

The nrpott on the fjffit yenr of implementation of the Unfundl:l'd Mandat.es 
Ad, iI.sued to Congtus on Mn:reh 22, 1996, details many exnmple$ ofmean
ingfulageney «1nsnltotion "'ith their mtelgmre:m11lentol pru1t!ern. OMH and 
the agencies -.baWd OOlltlnue to CMt11'e \A&t the pen;~ of State gtml'fnw 

rocnt on issues that affoot them, including preemption lAsues. is given prop
er wnsiderntion prior to isSuing any r~tatory action. . , 

5. What <:loos OMB do to keep the Fooeral Government from intl'Udi~ Into 1Irfltl.S 
of U"aditional State and local RUthority? How can OMS's efforts 00 improVed? , 

A. One of the C*ntrnl prineiplM of Executive Order 12865 is that FooeTal 
agencies should harnumi:te their rules with State, Ioeal, and triblll govern
ment policies and pft'g!lU!:'tS, and Ilhauld tonlIult with other le~ls of govern· 
mmt on issue. that affuct.lhem. Moreover, under E.O, 12875, Federal agen
cias are to oonsult 'with Sttlth, local and tribal govertlrnenta 1e~rdlng roles 
that i:m~ «l5t..s on them, These act.ivitJes ~ ntinforeed by the ~i
s«;'Il!:I of tht! Unfunded Mfl.nda~ ~ Act; thfo first·year regan. on the 
!:r;en'lentatinu of \hilt Act, fmbmitted to Congre$!CI an March 22, 1995, de

• many enunples of $uccessfl11 OOllSuJtation, 
6. Doo-!I the OMB M'l"Ww propose<llegilliation and agency nilHI to W!llre that they 

fall within the constitutional authtltily of the Fedeml Chvernmet'lt and-in U1e case 
of rules-Lhe authcrity given to the agew:y by statute? How can OMS's review of 
proPO!Jed rules and AtatUtes b& Im~ed in this regard? When dealing with poliq 
affecting areas (If cnncurrent juriSdiction with State and load governtmlnt.. doe. 
OMS cuntatt State or local govemmenta er their reprcsentlitives? 

A. OMS coordinates lite review uf statutes and rules that raise C(lostitu
tiana\ iuues with the Department of Jl,lstial. With ",.sped. to statuwry au
thority for regulatioWl, as noted abave the a&*ncies have primary respon
gibili~ fur assurlog consistency with statutory provisions. OMB IDllJ" rAise 
issues during the review PI'OOOSlI, but ultltnat.J,ly the agent)' j!l respoMihic 
far the regulatory action. With respect ttl areas of omcu.rnnt jutisrlictitm, 
see answet to X.5. Finally, I understand thtlt while ordinarily OMS does 
not initiate contacts on specific issue1l. it does meet with afftlcted entities 
that eontad OMB and "",ex the pas!. few yearn ha9 had several such meet
Ings with State and local cIDcials. 

7. When dealing with policy affecting areas of conau~nt judsdiction "i1rith Stale 
and b:al pernments, doe9 OMS tOntact State (If local governments or their ft!Pw 
resentAtives? ' . 

A. This ~u~j!ln is simill'lr to the pnWious question. M stated in lhe'"n~ 
fl'Wer to that queation, I uodeJ."Irt.a.D.d that whi~ ordinarily OMS d~ oM ini
tiate ccntact\l on epeclfle IUUC5. it does meet with affected entities that con
tact OMS and over the ptl$t few ywr1I has had Sll"l'crai such meeting! with 
State and local officisliL 

8, The Unl'llnded MandAtes RefOrm Ad Df 199G (P.L. 104-4) req~ired FNWI'II1. 
agencil)$ to include State, local, and t.rlbal grm:n:unent officials in the Federal rule
makin.g ~ and to consider the impact. of rtIIgUtatiull.9 on the publ«:: and private 

$f!etoni Has OM.S boon lmrnlved il'l th" imp1ernentaticn af this Act? What hu ilie 'I' ;/1E.%ec:ut)lIe Btll-ncil accomplished sinte thlj t\et went into effect? . 
iA. PUflIuant to. ~identlal delegation,·OMU issued guidelines and in


struct.j!lfl.\l to 1lII1enrhw regarding thel: imp)ero<,mtation l)£ Seeti.an 204 of the 
 · '1 j
Unfunded Mandat.1e3 Refurm Act. ern Set;~l'" 21, 199tt Tbis guidance, 

which folio-wed initial p!ne£al implsmert'ting guidance ffUm OMS to a~cn I, 

d$S /)0 MAreh 31, 1995, requln!1.9 agentiMl to provide State, loeal and tnbal · PI 

~\Iemment$ I'm Opportunity to participtlte In a~m:,y ~Iopment of regula
 II,uons that ¢ontain significant. inte:rpe.mmenta.1 .atandate!J. ,

Itl additiQu, -during t.he past ~ar, Section 20S(r) of' tha Unfunded Man
. daws Act required OMS tv certify w ~ agency cumplia.nte with the !11: 

"rngu!ar.oq alternatives" requirementa {Jf~tion 2£15 I)f UiIJ\ Aet,. and &x:
tion 208 required OMB to submit a report to Ce~" dlscuning EXm;:ulille 
Br8nt:h compliance with Title H Gf the Act. OMB euhmitted: the certifICation iiand report an Mateh 22, 1995. The report details the atep, that agencies 

have tsk*'<1"1 to enaure" that State, local. aad tribal gov;rmments can partici 

pate meaningfully in the n>gulatory proees.a, Md demonstrat.Q that agen. 
 I.
cies My\!' tekr·.n eerioWily ~k Te8vunaihilities under the Act 

9. Considenng your past role as an advieef to the D~trict of Columbia on variuu!t ,~
issues, the eun-ent f~1 problems facing the Didrie\ of Columbia, and the t:.Jrrow. III 
in&: 8utharity of the Dilltnt:t against the 'fre8.llurr. what role d():you anticip&te play ~,
ing B$ the Director of OMB in effort.B to aulst tllC' Distro:t? wnftt do y<!U vjew as . 
the Federal Government'e finandal ~l$ponsibilitiC5 t.o the DiatrlcL? 	 Ji 

. A. OMS continues to play its primary role as. coordinator and facilibttor 

far variOll1l Administration efforts related to- thn District's financial eitua. 


4tian. OMB WOcrked eloooly with Q\ngrosa and tfm 1'reWlUry De,PMtment m iiiii' 
Idraft the District (If Columbis'Fin1ll:ll!ial RespwllUbliity and Man!l.gemFllt. 

Assistance Act of 1995 (P,L. 104-6), whi<:h ereatOO th~ Dtatrict ()( Columbia jt
Financial AssiB~ Authority. The AuthOrity's primary rem i$ to assiet the 

· ~;:Districl government In developing a muIti~fAAI' fmanoa! phan to sttain '.'"• budgtltary balance by 6seaI ymtr 1999. OMB staff have provided Jiuppmt , " 
and 4ltSistanoo to the Authority lUI it begill8 iIB tlpemtiol'.ll:l. 

'iAt the Pt1I!rident'l! request, Diret:t.or RMjn' clutiNd an inl:P.ragency work 1 
ing group on the Dist.riet that met every 4 to 6 ~ku, If rornumed, J wonld r 
clwi: t.hi$ irolll!. through which representatives from relevant Cabinet De
partments pnmde immediate techniw 8.S5istane(t to their District counter. 
part&; usen resource ooostntint.s:, and identifY long.range aulntiona to 
strueturel prohlems of the Disttiet guv~rnment in their program JIlrelm. 

Xl. GOVERNMENT SPONSORED Em;;:RPRISES 

OS&:> are charte:red by act of Congress' to acmmplish public purposes, with the ' 

two most imporlal'lt ~ing Pederal National Mortgage Association (Fannie Mae) and 

Fedltrlll Nath>naJ Loan Mortgagp. Corp<.lraUon {Freddie Mad. The Foocftl\ Govern

ment implicitly guarsntees nMrly a LriHiC"ll dulian; or enterpri8e obhgaUuns and

morlgage-bncked securities. 	 ' l

••
In 1988, President Re&gn~'o Commission on Ptlv1lltj~Utin n!«lm:rnellded that ~thJ 	 Fannie Mac snd Freddie Mae be fully Privati:.ed. In subsequent ycans, othu studies I 

have made similar nw:omInC'Ildationt. Most reoontly, the Congressitinal Budget Of. ;i
flee (COO) concluded thAt wbst.wer nfflld thefil may have beE:n flit" them lin largely 
been met and that Congress ehould col'.ll:lider w&ya and means (If _ring Fedenll 'I 
ties to these privately owned oorpol1ltioos. A:9 an ofi'icet- of Fannie Mne, you heve 
been opposed to altering the current relationship with the FedeTal GoVernment. 

, I 	 Given this, your views on GSEll genarilJ~ .and Fannie Mar. in particular are imp¢r.-. . 	 ",1 1. What are your view~ On the reamunendatiOlUJ of the recent cno report?
'I A. In answer to an e.arliar qUeIltion,.I:not(d that, if confirmed, 1 will 

'I
,I 

1 
Mt:use mystOlf frcm participating in any particular ma.tter directly and epe'.1.. cifiraliy affec:UD{': Fannie Mae til" in wtilch it is a' patty or represents A..,\ party. Therefore. if confirmed, I wiil no-t participate in polieymalu!\&, related. 
to thr. ena report 8.$ it may affr.cl. Fannie Mae. 

:'j' . HoWevl'l1', to be reSponaiyt! to the Comn.ittee'e questiun, and only address.
! ing GSEs ~nerally, 1 <aD lniy that it i8 unwise to genemlim about govern

'-,I ment lIponlWmd enterprises and preposal1l to change ,them. EIUlh type or 

~~ .,,:d 
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OSE has a difte«!nt miWtm. !ltructu-ro, set cf br.uefits, and management ap

proach, What they bavt\ in common is a CmlVI':JSional dEtermination to 

marshal private capital and management to aehillV!l a publit polk]' purpose.. 

If Ccngrnsa nu longer wishes to confer the benefit to oociety or if. diseoven 


, a better way to provide the benll!li.t, then t'he special &rrangemlmt with the 
liSE .hooM and. 

2. Ate (,.sEs a necessary and useful option for th6 penorruame of public actions; 
and if 5e, under what comiit.iona1 • 

A. In particular In!ltan~8, 8 GSE'may be the bo?4t tool to pUf1:lue an Un.~ 

~Ilt -:[.!h!:c pl!~ ltl suc..~ jn!l~~lI, there l!Ht neOO fOf ~roful over

~t to keep the Federal Govemmenf.'8 potential expo.s:ure W Iln absolute 

mmimUl'l), find to erumre tlmt lbe GSE nrmAins fbcustid on achieving its pri. 

ronry publie purpose. In the paat, GSEs have played pi~flg market 

roIH that have prochlOi:!d important benefits to ootlety In transforming fi· 

nan~al mtll"kets. ' 

3. Some attics contend ttu"t GSl1.d Iln! iuMrently lUI unwise optioll beMuse they 
erea~ II. :lpecial category tof organization with ndvanugtlS in the market thAt e-noout
~ mDnDpolistic beliavior and special financinl flrotecUcM fet driv~ :ruaoqemeut 
and ~tockholden). What is ynur respoIliIe to this (;I'lticism? 

A. Over the yeaN. GSEs have pb,yed an important and valuable tole in 

promoting important ptlblic purpollHnl, Nevertheless; eonoeI'U nbout tbeir 

unique charaew warranta CArt'lfu:lly ttafting GSEs' enartern and regulating 

GSEll to ensure that they t'ell'liIun rotu&ed on their publk: missions and oper

ate in n safe and sOtlnd mannef. The ~ and the Adminil1trntion 

must periodically review the halance of pubhe purprme and ~riva~ oonl1!fit 

to en$ure that the OSE filt'lUima the most efficient W'fIy to 8ehH~",e Om public 

PUrpqs!!_ ' 

4. What type of Ex:eeutive Branch ovimlllght is pt1eRutiy functioning f(lf GSEs? 

A. All of thl1! aSEs are currently aubjeet to finandal safety and SOlmdoess , 

regulaLiof) Q1ld prcgram regulation to ensure that they re-main recused on 

thcir public pu~_ The ngenci¢$ charged ....ith ngu1atmg the GSEs arn 

rt$ponsibiQ filr numitori~g the progre:s.s and rl!lks undertaken by the CSE8, 

and fnr ensuring that the GSEll remain financially .tnmg enougb to carty 

out their public pul"p1lIe3, 


5. What role, if any, does OMB piny in this oversight? 
A. Title XlH of the Budget Enttlroement Aet of 1990 requirna that \he 


PI'I:1!>ident's annual budget 611bmitl8i,;m indude "!:ill Ilnnlytis of tbe financial 

eondition of the aSEa and the finsncilll cltpOSUnl of the Government, if any, 

pI.I8t'd by GSBl1.~ This anai:ysis is Pte~ by OMB. ' . 


6. In yU\U' view, is tM cummt ove.rsight of GSEs~naNllly, and Fannie MJu! in 

particular, adequate to pruted the publie intere:at1lf not., whot changes would you 

~, . 

A. Sevetill change'S In the last feW ~lIrs ha'Wl improved the ability of ~ 

Executive Hraru:h to oversee the GSEs and to Pf'Otc<;t the publ\!: interest. 

In partkular, thtl Office of Federal 110uai", Enterprise OvenriV't Willi cre

ated to moniwr the financial slifety and soundnen of Fanlno Mae and 

Freddio MAC. LIcIt year, the Administration p1'(I\XISf!d to re(.ann and moo

erni:re tha Federal Home Loan Bank System. Among other thing!!, this pro·

posal, Wml!ti hall~ created eapital standards fur ~ Federal Home Loan' 

BankK to enhance the llIal'ety alld IIOUndneBB of the System, 


,], ShQuld Fa.nnie Mae and Freddie M.l1£ be fully privatized? if not, why? 

A AIl 1 iildieated above, I ha~ .reetmed myself from issues dirootl), and 

specifically affiu:ting Fannie Milt! and tl'!l!«lfore will not be participatmg in 

discu9,ions of t,hU! issue. Huwev(lr, to 00 feaponsive to the Ccn:uni~tee'5 

question, and ooly addtelHling GSER gene~ly. 1 havt! M!t furth the above 

general principles thAt shoufd govern eh8.nging the statw o{G~ 


B, Ttl what extent aho'illd GSEIf be abte to lobby CougreM And E:EeCUti~ agencies 1 
on behalfei'favored pulid\l1ll? ' . " !A, GSEs ate special entities with private cwnershlp creatCa pu19ul1nt to: 

public statute, Change!! lo the n-latit:lUship with the Federal Govemmtnl 
nre obvioulllyuf grea~ importance to shareholders with hlllionll of doJlars at ,\ 

.'I 
'/" 
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mil. Therefore, these entities Bhnuld have the lIame freedom of expression 

liS .othu bU3ine$!l en~ and be snbje¢t to the same rt!8'\daw.m· of their 

htgiBi.ati'fQ aifuinJ activities.. 


9. In the tlt(tffit CBO report on Faonie Mae and Freddit'! Mae, the agency noted 
that the two firms employed 12 registered lobbyists and a number of political con. 
sultants, gnd noted WFannie Mae in particular nUl.ko nQ' ~t of ita attempta to 
influence Federal polley •.. as B mearul: of wntrolhng poUticAl risk." As Dtreet.or 
of QMIl, what will 00 your view towards GSEB tecking to p·;l''I'mnd.. !tgencies re;;ard. 
Wlf polidea mat may affeet the inuttM 01' their Rharehc1der& but may bn oonu&!y 
to IWlicies end, dir0ct.ive3 of the OMB? 

A. Ai! lJiractor of OMB, I will faithfully execute OMS policies and dircc;· 

tWa. Allro, note my staurment of ~l1SaJ nganHng mlitte.rs related to 

Fannie Mea in answer to an eadier question. 


10. Propooals have been made tl} revise the Government Curporation Control Act 
so a3 1M include standn.rd3 and conditions fbr GSE3 aod the newly p:roposed -per; 
formance ba.o;Ad ctgAni:.atil:lnR~ (PBDs). The purpooo of 3uth propoWl\ would he to 
p!'(Wide centrally reviewable criteria to be met prior to the ~tablishrnent of corpora· 
tiorul and eut.erprisell and aceGuntability at.nndarde to ~e~ by OMB, 

ta} Does OMB have the capacity ro 4Mign appropriate lind financially sound pv~ 
ertlwent corp\'lrations and GSES and ~mEe their erentioo·and operation? [f not 
OMB, whmn do you belieu- should renonn such ma.nagflml.'..rlt. rYWiew functions? 

ib) Dincuu the merits of tI general managtlmoot 1_ to provide stnndanb regard
ing I\HlctiOrm. finanelng, and ~nnel to apply to g",,*Tnment oorporu;trons ann ~n_ 
te.rpriaes. 

A. OMB haG the capacity to deal with thAAe types flf itliJllea. OMS fre

quently rncelves proposals to crellte now GSEs .and gove-rnrn-ent oorporn

tions, from existing agencil1!s or otherwise. For,enmpie. I.allt ycar OMB de
 " 
valopOO gtJidance to ~neie!l providing a set of issues and presutnpfJooo 

they should (mUjider ....hen ana1.r.r:ing whetherprogJ"an:t5 muld benefit frem 

diffilront operating axlJ financial flexibility and the other nonnalll.ttributes 

.of gavernment eorporlltioM, The result WlIS a dooument entitled "Specifics.

liooo fer Creating Gave.rnment Carporatiollll," which WD.iI distributed to 

ageney heads, 


11. aSE se¢uritic!I !lro ae:signed "'.agency Qtl\tI,IS" and .thu!I- are ul7,$rly as sare all 
iJ a Federal Government Bgency had uumed them. As the nominee to head OMB, 
how d{) you VUlW th$ fullowing Coo ooncl'u$ion: . 

"'Sillce: the hoWling GS& Milt uc:h~ their origiMJ ob~tilU!, policymaJu.'nJ nrltJll 
weigh the dtl/limbility ofctl>ntinl.lilW (0 prooide the curnn! subsidy flgains! alttmatioo 
po!icie$', 011 the Me mile i.# !hll U1W)lItroUcd subsidy that goes artnuaUy u> ~
ment end ;s}wrtMlders.. ... OJ: the otMr.Uk ill tilt. olfbutigd cruttrib.ution of hous
ing OSS. to the NctJiM's a/fcnJcble hoUising 6«J$. . . ,/. thl1! lTta.inea sub,idy worth 
th" gain that FUlmu Ma« and FreddU M(l{f CIT adding to ilwh!aud horne 9wnershipt 

A. The issues involved in nwa.t1uring both the oonefita nK'#ived by any 

aSE and its contribution to tmbHe p1p'pDi5I!:S are particularly wmpJez, and 

it 10 p>wb1e to reasonably dl$llgrtle about tile siQ.t1 of theae measUn!a, In 

light of the camptor-,Xity of tbe issues and the uncertainty lI!urroundir.g them., 

Con~ ~hould take all of the dlffilrent peropect.tves mtu ao::ount all it (lX


amines these importanf qllestions. 


I believt! it w be jIJ,advised fur a potentia! Director.af OMR to agnw with 

the stateJn~nt thllt GBB lIecurit.ies are M "$Dfe" lllI lleeuriiie luuW by I<'ed

ersl ~ndes secured by the full faith and ~it of the United States. GSE 

IWCUrldH halle no such gun.ranWfl lU1d holden. should not assume othet

wise. To statE! otherwi$e would ere.1.e a very large unintended contingeut 

liability that the GSE structure ill intended wavoid, ' 


There bave been numerot»'! ~timates of the benefits proVide to the hous

ing aSEs and Ute benefits. received by home buyers and rentIJm. C¢,~S<I 

mwt determine whether the GSEa deliver the benefit. that CcIlgl't'l88 in. 

~da. . 

http:Director.af
http:mlitte.rs
http:Dtreet.or
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xn. RELATIONS wtm CONGRESS 

_ 1. Do you a~ without reservation to respond to any reasonable summons to ap
pear and testify before any duly constituted committee of the Congress if you are 
oonflrmed? " 

A. Yes. 
2. Do you agree without reservation to reply to any reasonable request for infor

mation from any duly constituted oomm~ttee of the Congress if you are confirmed?, 

A. Yes. 

Chainnan STEVENS. You have also submitted'a letter to the Gen
eral Counsel of the Office of Management and Budget with respect 
to resignations, divestitures, recusals to be executed upon COD
firmation. I want to put that letter in the record as well, along with 
the opinion of the Office of Government Ethics -to the effect that 
YOll are and will he in Compliance with the applicable laws and reg
ulations governing the conflicts of interest as you carry out the let
ter that you have submitted. 


[The letters 8ubmi~ted by Mr. Raines follow:] 


. ,,;''rb~ 	 .'Co.. "M"'''~ 	 ,!... i, Office of Government Ethlcs 
\.WIt.i' 1201NewYork,\Ycnu~,NW"Sultc500 . 
~~ waohInglon, DC 2OooH911 

""! 7~, 19% 

The Honoreble Ted Steven. 

"""~ Ca=mittee on eova:rnmental Affairs 

united States Senate 

wa.hin9ton, DC 20510 

Dear Mr. Chairman: 

In accordance with the Ethics in Govt!rnment Act of 1918, I 
..nclose a copy Of th.. financial dhcl0.ure report filed by 
Franklin D. Raine., who has been nominated by President Clinton for 
the position of Director of the Office of Kans~~t and Budget. 

We hto."e reviaved the r.;ort ~nd he";e also obtained advice frO!>. 
the Office of ~ge:Dent and Budget conce:rninq any pO..ible 
conllict in li~ht of it. functiona and the noal".... •• PX'OPOaed 
duties. Also enclosed lire II letur dated.May 22. 1996. from 
Mr. Raine. to the edhic. official at the Office of Mana;ement and 
Budget det..ilin~ Mr. Rain... • aliIeement. widh reapact to 
re.l~tions, divestiture". recu"..l", and c .. rt"in other ""'teer",. 
and a letter fro:c!. counsel for Mr. Raine., -.. Iso dated May 22, to dhe 
aganey .. thic. official explaining certain benefit" that Mr. Raines· 
current ""'Ploy.. r _y ext..nd to hia prior to hi. entry into 
Government ...rvice. 

~ed chereon, ... believe that Mr. Raine" is in ",,,,,,,,lienee' 
"'iti, applicable .laws and regulations 90v..rning conflict. of_. 
in~ ___ ,,"e,.~ . 

Sincerely, . 

~"PQ?h 
Stepben D. POttB 
Director 

Enclosur... 
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IWbe.rt G. t>amt'ih Eaq. 
GtlWt'al C0l1nM1 
Qtri~~ at K~gQ~.nt and au~t 
Old EXa"utJve olUe. ll.\1i1diftljj 
ftoOll 1;62 
w••hingt.on, I).(J. 20~O',,' 

lla' Eranktin)>. lU1ne!l 

nall1' Kr, DaIllUII: 

We 1;'IIIJll'...nt: f'ran):}.in D, Raine. in =I\necc;tion with hI. 

n~=ination tor ~ poaition of Oirector ot otfie. of .6ftaqea.n~ 

and al><l9at. Itt. Raines haa "aked us to c<.>l:l#W\1<;:.11t.. to ~ 

<;IInain intorllliltion r<tqIlT<Hnq pIl)'lllHlt. that Mr. Raine& may

l'ecelv.. tt"OlI' the ,ooderlll Naeicntll I'kITtqe9_ AII'Q(,'illti.on (~l'''ru'lie 

I«i.~) , . 


U Ill' fI!Dploylt'a ...t 1'$l'>1Ile Ita., JIr.- Jtai~. is tontit1.e<l to 
. 	btr\"Jetit1i ",r>d«r tht ,ood..ral lI'atio_1 Kortqa",e M."",lat.lon 5tCOC'l:. 
C01l'P~Pi!Ult:h;m 1'1ltr, of 1966 and the F...s.rllol Nationa~ K<artqa.,.
Ms¢ciation Stoci< CnmpeI'Isliotion ?lIIn ot 19';] (the "st(lCik Plen:s~l, 
and tnt! r.,:tarlll :!l1lt-iaMl K#rtqaqll AII.ociation ~l ln~nti_ 

,1'1-lln {'th'e ~"IP"}. Nrm;1l&nt to the $t.c<:'l:. l'lflM, Mr. rutln_ h"'," 

raceived <;1",,1;& or (ll <>ption& 'i:O purcl\"''"S F~"l. HilS ~ 

etCOClc: t"OptlotlS"), {it} r .... t.riIJl;ood Shllol!'<t5 ot h,nni. Mae COlI!IlOtI 

• tocl< P'Rruitrieud snar_") .."d (Ull ql:'af\ts Qf' pe1;f'Qrmanca Ghar. 
t>hn llward. pafah~. in abar•• ot F"nnie Hi. c<ll:lSOn I!It<)Ck. ("P5P 
}..."rd,.'"), ~ options " .... 10, ~ u.. lW.trio;::tQd ShU'''' b4COlle 
\1nr<>str1<:t:od. sub:!....t to .ehedul.s lI>&tabU..hed UlId.el." th. st.ock 
Plans lit. the tllU!l of qr"",t.l:n'i' In IJ.dlJttion. puUlUOnt b> the 
Stock Plan. and tha All', F~~ia Hae baa established variOUs 
IIc!wdul_ under which HJ:. ltainea will btl ImtJ.tled to PSI' "wards 
alld Atp bonUS pay.tenw (tbe ·t~tva pa~t'''l if Vannie h8 
aebi"ves 'p"citied tina:ru:ial qOlll,$. Hovavel'. WIder tha ter1U <>1 
the stock Plans aM the UP, 611 ot Mr. :lUUle8' rilJhts \11th 
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r'UP4ct to Ul'IV1Isted Opt.!.oos, Relltricl.ed slulre" subjaet to 
re.~!etion., and tut~ra Incentive Pe.yaent8 v\11 b4 totfelt~ 
upon ter.in«tion ot Mr. ~lne8¥ e~plo~t with Fann!e Maa. 

We ara advha" hy Vanni., J!'... a tb<Ol:; >then other 6enior 
"""cllti"",s h .. ve r_iqnood fro... Fann16 .!fae, a.rranq08nta h"v. "_ 
"'ad. by Fanni. l0e, in reeoqnitiOll of l>4.t .Qrvha to the 
<."01:Ipany, to qiYe,thlll .~utivu tl'Ia ~!., va1>;l. of va1:'iOll.• 
ben.f1ts that <>tll......r.. vou1d ha"" bIlIen f<nteltad b4eau.a ot 
thair d"'l'art.,uo-a troil the ~flY. We are rurtl\u advi~ by 
Fannia Kao that, in aceoit:4aooe ..ith thilll HtabUahcl pra<."tiC*, it 
i. Ukely that- the TMln!a Ma. B<Illl'd .,ill adopt 10 r ....l;rt;ion 
9iv1n9 IU'. Qi!lea carta in 0:1' th. t..nAUu thII.t he would oth.l'Yi.", 
f'<:>..("it upon leavlllljJ pannh xae'. OIPlor-t. In other wed., it 
ia antiC'ipatitd that l<OU penion of the ttnv.atad Optl_ b.l!t by 
!lro- RIlincs WUi be .......ted prior m tn.ir eont.raetual1y .';tuiduled 
<t.t. of' ""sting. thiSt .CIUI pattion (if th" hatriet..:li Shar.. held 
by Mr. bin". 10Iill boe<;:olille tIl'!i:utlfieted pri<n to tiI.i,. 
<."ontrlO<:tllally scheduld dat« ot WU"aatriet10n, .1'14 Uuit Hr. 
:kAine. vi 11. ra",.1___ portion of We Inc.ntiv•. l'ayaenb ttlat 
wO<l.14 n"Ye be.n (lu", to hill on e date eub~nt to hi. ",cUI"l 
(late ot teraination. Mt wi.h to saph".iz•• how.vBr, that th. 
ao.rd 01' pir.ctol;"1il <>1 hnni. MlI. halO ..,(1. no d.",i.1on ..ith 
rellgtlWt to '1!v1119 IU'. Ra.infll bltnettta t:l:Il!.t VO'.lld oth......t. bit 

- fert".itad, and thet. 1. 1>0 ailHmrane. lh4t Mr. 1<4ine• .,ill reedve 
any such bent:! ta " 

0A./lulIill9 that I'lInn1. 1'10..'11 BO-Ard dOK:lde. m follow 
""tabUah.<l prwtlc. and parlllit fir, bin.. to I:'_.ive certain <>~ 
the wnaUts that vould be fod.lter:!, the ••tiwtted valu. of Ii) 
unv••t.d Opt.i<>n. held by Klt. bin••• (i1) U•• tric't;ed Sh&:nlS he\(I 
by Hr, Rain"'s th.. restrlctions On lIhich hasv:. not (ili)l...,.ad and 
I'll;. bin••' rights tc I:'..ceive In<::*lltive PAy.-mtlli. in the: 
aq<;r..,.. te and proMrat.d to re.flect Kt'. Raine,.' a ..ploylUilnt. ••1'Vi<>e 
t", data, would halve tHHIn YSp<)rtii>d a. bfl-t..__ $1. • .lUhm and S!i 
.; 11i<>n, i( .uoll .S"$UI had he10n repo:ttable un S<;:hIOdule A to ltr. 
:Ra.il'1l'I.' &K<'oCl.lttv. »ranch PUblic Finahcial. Dbelosur. Mport on 
fon< SF-17B, 

}'l..dly. woe ar. advl...d that ant action by Pannie MA• 
11'1 Ult. ""speet ..Ul 1110 taken pri<>r till' Kr. bines' .ntry into 
qave.rl15l11:nt ...rviea. atld that. any p&~nt. Il4U to Itt. R.s.ln.. a. a 
tccu1t or lIIuch aotion 1'111 boo .ada prior to Mr. Raitoa.' omt.ry
into ~Qvernll..nt • .,r-vLa.,. 

Thank you tor }'Qur consideration 11'1 Uli. lIAtte:!:. 

·'~o'¢Y. 
I..tEr.l3J--£)".,. 
or O'KRf.VEKY , MY1':l.lS 
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I;XECVTIVE OFFICE OF THE PRESIDENT 
OFFICE OF .........:;u'n......0 SUO,,.:T 

w.o.s.. ,..''''''''. ,":_ ..,.... 

Seplembc.. 13. 1996 
, ... ",~<eTO~ 

MEMORANDUM FOR DARRELL JOHNSON 
DESIGNATED AGENCY ETHICS OFFICIAL 

FROM: FRANKUN D. RAINES 
DIRECTOR 

-~~ 
~ 

SU6JLCT; Re<:usal With Respect to Certain MIllers 

In connection with my COnfirtr~tion, and In the: illlertSl ofavoiding even w apreanm:e 
ofany conllicts of interest, I agreed 10 = mysclf from participation io certain mw.'n. In
compliOUK:e with thaI agreement. I he",by = myself from: 

(I) 	 any particular "",ner di=tly and specifIcally affeclina the Federal National 
Mortpge Aisociation ard any pazticular mailer in which the Federal Nationl'l 
:-(,,1pge AilSClciation is a patty or repr=ts I puty_ This recusal ci.oes nol 
include mattcn of poliq budgetill3 Of regulali<;o~ affecting the housing. fin.ancial 
services Or mOr1gage ban!:ing scc:toB generally; 

'(2) 	 any matter in whk~ The Boeing O:lmpany i •• party Or rcprcscnlS a party (this 
=usa! is effective lor ope ycM from today); 

(1) 	 any paru"cular matter having a direcl &nd predi~ble effecl on Pfizer (this r-ecusal 
is effective until I have sold all my Pfizer stock); in addilion. I I"eCUSC myself from 
any maner in whi~ Pfizer is a party or re~nts a party for One year from the 
dateon which I etrecl such saIc or fiom today's d.llc,. whichever is !at=; and 

(.) any matter in which the 1011n F. Kennedy School ofGovcmmenl is a party or 
represents a party (this =usal is effective for so long u I.-cmain *member of the 

. Visiting Committee of the 10M F. Kennedy ~OQI ofOovcmmem). 
" 

By !his mcmorzndum:,1 am advising OMB officers not 10 refa such matten 10 me. In 
lhis regan!, doubu of OMS staffshould be resolved in favo< of non·refeml pending consultatIon 
with and approval by OMB Counsel's Offia:. FU!1her, by this mernorandwn. [instruct OMS 
orr":e<s 10 handle all $Uch matten without my inyol~ment. . 
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EXEClITlVE OFFICE OF THE PRIOSIOENT 
OFFICE OF .........G" .."NT .....0 IOUCGET 

W"""'N'O'ON, Oc. ~3 
December 9, 1996 

'''' "'~ECTOOt 

MEMORANDUM FOR: [hm,1! J(>"~ft.!Oll 

Dc$igMll:d Ag~ Ethics Official 

FROM: Franklin D. Raine'! _...;:¢../X-"~ 
Director ~ 

SUBJECT, Appointment Manns' 

This is to notify you, punuant to S CFR 2634.B04(b), I have taken the following actions 

10 comply with !he ethics ~ent aecompanying my fOntl SF.278: 


I. I luvc divested myxlfofmy holdings in the fOllowing investmm~: 

. Circuit City Common _. _ 

General Moton Class EO:Immon (now blown u "EIcctronic Data Systetru") .'MSR ExploBtion Common 	 '. 
• Garden Stale ClbleYision, lnc. SlOCk 

District ofColumbia municipal bond· 7.37% 200516 

Districl ,,{Columbia GO municipal bond 9.375% 

LFXR Partners, L.P. (Including Corporate Partner!, L.P.) 

eel Parrnen, L_P. 
Federal National Mongage Association (FNMA) COtnm<In stock 
FNMA stock options 
l30cing Company common stock 
Boeing O:lmpany s.lock optio~ 

2. I have =igned from!h= foUowiDg posItio~; 

Via: Chairman and Oi=lOr. Federal National Mortgage Associalion 
Dim:tor. Federal Naliopal MOl"Ipie Association Foundation 
O;=lOr, Robert Wood lolm:$on Foundation 
OireclOr, Pfizer, loe. 
Di=or, Manpower R.escareb and Development C:npanWon 
Director, R.Qq;;~fcUer F~Qn 
DireclOr, The Boeing Company 
Di=lOr, Mitretec Systems, loc. 

l. I ex'ecutcd a =usal on September I), 19'}6, canying OUI the disqualif,cations 
referenced in the ethics agreement. 

4. I have purehascd the ill$uram:c policy referenced in my ethics Igrm:nent. 
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Chairman STEVEl't.'S. Senator Thomp.<;(}n. did you have a state
, ment, or are you waiting to ask questions? 

Senator THOMPSON. No statement; if the Chairman would pro
ceed with questions, I think that would be fine. ' , 

! ; Chairman STEVENS. If you have voted; wh)! don't you ask your , 
questions, and then I will come back. . t 

OPENINC STATE1\1E.."fl' OF S:&"'iATQR mOMPSON 

MEMORANDUM fOR: 

FROM, 

SUBJECT, 

Thl,istonatif)' ~ 

o.mu Jo!msoo 
Designaledl Agr;nq £llUcs omc:ial 

FtW1inD,~ 
"""'" 
A'PPO~M&tters 

pursuMllO $ Cflt26:loU04(b), lla~ ~tho: r"llowi"'...:tiatu 
lO~y with tbe~~t -="opm:)lnimy (ann SF-2n. 

I ha~ di~~ofmy ooldin&ll.ll ,"~iu~' 

Cectrl! Capltd ~n. LJ', 
MLP f{oldmgl"Lj', 

JPHoId~ LJ>. 


Senator THOMPSON (presiding). An right. 	 . 
Mr. Raines, welcome. t mainly wanted to CQmc by and show my 

respect for you and the office that you are up for here and look for~ 
ward to working with YOll in the future. I did not realize I was ~!
going to be cast into the middle of ,this thing quite this way, but 
since I am--	 ,1/'Mr. RAINES. We could talk about Tom Clancy novels or SQm~ 
thing like that.  ISenator THOMPSON. Well. that might be interesting, too. ._ 

One o~ the things, though. that I have been concerned about a1'e I 
some of the statements that have been made in some of the other 
hearings concerning the budget and the budget process in the out· 

o y~ars. We hav~ been paying quite a political price, m!lny of us :w~o' 
-, 	 have been trymg to cast touqh votes, to come up WIth a realistic 


balanced budget. and to read m effect that the Preaident is coming 

up with his balanced budget based on purported substantial cuts 

in the out-years, not. having to pay any price now, during an elec~. 

tion year-nO' cuts now; in fact,' increasing in some areas-and supw 

pooL>dly making drastic cuts in the out~years. which many people 

say they know is not realistic. And we have people come up here 

and say, ~e have been told basically not to pay any attention to 

those out-year cut.') because they will never happen." . 


I just want to express my concern about that. I think that that 
just adds to the cynicism that we see around this place. We are try
ing to dQ something that is real. and the President's is not the only 
budget that relies substantially on the out~years; he does more 
than some of the rest of us do. but it has gotten to be a game that 
I certainly do not appreciate, and I would welcome your comments 
on what you intend to do from your stimdpomt to make this a real
istic and honest process. . ' 

Mr. RAiNE'S. Well, Senator. r<agree with you that there is a need 
to restore confidence amon~ the American people about the serious
ness of carrying out a sohd fiscal policy over the long run. and I 
think that the Congress and the administration have much to be 
proud of in what they have achieved in t.he last 3lh, years, reducing. 
the budget deficit by 60 percent in the- firflt. 4 years of whet will 
prove to be a lO-year plan to balance the budget.'.And I, too, am 
somewhat chagrined that the jockeying over future budgcf."! has 
beg1lO so early in a way that we ar£! US('f{i to Washington--there is 
always jockeying over budgets and trying tQ gain position for future 
arguments-but I th..ink' it is unfortunate that the jockeying has 
begun so early with regard to budgets. that We will not see for 2 

. and 3: and 4 years.· 	 
The President's budget plan as I understand it lays forth a path 

to get to a balanced budget that requires many difficult de-cistons. J~r , It is going to requir~· real Cuts in real programs: 1. view it as my 
.11
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responsibility jf I am eonfirmed to ensure that we keep on t.he path
toward a balanced budget in the year 2002, and as well that w@ 

try to build support among the Amman people for the difficult de.. 
cisions that all the elected officials are going to have to make to 
make those budgets a reaJity, 

r intfo.nd to work with the other members uf the Cabinet to en~ 
sure that we move forward in this in a responsible and professional 
manner and. as much as possible, try to achieve a broad-range 
agreement on the ni;ed to make tiu,"Se cuts so that the American 
people can sec that the sacrifices necessary to achieve a balanced 
budget are beifii. 'shared, but also that the benafib; that rome from 
a sound fiscal policy are being shared as well. 

Senator THOMPSON, I think we all realize that there are tough 

decisions that are going to have to be made in both branches of 

government. and I think what many of us are calling for is simply. 

facing up to that and making sure that we are dealing .....'ith honest 

commitments. 

, You are chagrined about discussion of outwyear budgets and so 
forth but balancing the budget is an out-year proposition; I mean,

1it is all based on what we are going ro do in the out-years, and that 

reilects on what we do in the current fiscal year, ' 


So for the benefit 00 the Chairman snd the Ranking Member. I 

simply raise my concern on some of the reports we had gotten in 

some of the testimony from various agency heads that basically, 

the drastic out-year budgets eutB that we have heard about, they 

really do not have much intention to abide by; they are not really 

real numbers, And that does not do much for the process.


Twill ask one more question. I amprcsiding right" now, but I got 

somebody to sit in for me for a couple minutes. As you know. the 

Committee is charged with overseeing the Government Perfonn

anoo and Results· Act, which I think still probably a lot of people 

are not aware of. But I think it is very important in measuring,tile 

results that we are getting from some of these programs.


Do you know how uny of the pilot projects have been going? It 

has not. yet been fully implemented, {)f CQurse, but therG s"' several 

pilot projects; are you familiar enough with them to know of any 

noteworthy successes yet. and how useful do you think this lcgisla~ 

tion will be for us? . '. . 


Mr, RAINES. Well, Senator, I think the legislation will be very 

useful. I think it is vitaUy important that the agencies not only de

velop strategic plans, but also develop the means to monitor their 

performance, and that is going to require a·lot of work because his

toricaiJy. agencies have only been required to monitor their spend

ing ·and not their results. They will have to develop the internal 

systems neoossary to track actual performance. to define what the 

performance should be ahead of time 50 that it can be: tracked in 

the future, But] think it can be done. . 


One example of an agency that] think has a head start: is the 

Social Security Administration. which already produces an annual 

statement which has not only financial statements, but also a Jist 

of what they consider to- be their major performance attributes and 
 .,how they are doing against them, They range from speed of Iln~ 
swering the telephone all the way to how quickly they are adju " 
dicating cases. And other agencies I undcn;tand are looking to their • i 
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example and are working with them in the various councils that 
OMB brings together, " . . 

But I believe that the Act is very important and one'that I have 
a signifi<:ant interest' in because this is the way we run our com~ 
pany. by setting goals and objC(:tives at the begmning of a 1- to 3~ 
year period, and then measuring against those goals. And we com
pensate against those, we report to our board against those, and 
it. is a trerncndous management tool and one that. I hope, as we. 
fully implement the Act, will beeome ingrained in the government 
in a way that other techniques have not become ingrained, because 
this is an Act, it is not just Q p~ferred approach by one adminis· 
tration. 

So I am very optimistic, and I intend to'work very closely. with. 
the deputy director for management.. '. . . 

&maror THOMPSON, ] "appreciate that. Thank you very much, and 
good luck to you. I will turn it hack to the Chair, Mr. Chairman. 

Chairman STEVENS, Thank you very much fOT coming; I know 
you were ~m.jng from another duty, and 1 appreciate it. 

Mr. Raines. my personal experience comes from the da~ of S~ 
Hughes, when it was the Bureau of the Budget., when Eisenhower 
.eslablished a definite policy of no political activity on the part of 
the people at Bureau of the Budget, I am constrained ro say that 
you are starting off on a very pol.itical level in your ·statement. To 
what extent do you intend to be involved in political activities in 
this election? . 

Mr. RAINF..8. Mr, Chairman, I think traditionally the OMS Direc
tor has not been an active participant in political activities:, and I 
would expect to conth)uc that tradition. But I would also say that 
I hope my statement would move the discussion on these issues 
more toward what I think has traditionally been the case with 
OMB and the Congrel'ls, and that is to look for areas of agreement
and areas focused heavily on the policy implications and Jess on 
those that might be simpJy for political advantage. 

Chairman STEVENS. Well, I think the number of people leaving 
the CongresR and particularly the Senate reflects the fact that that 
has not been the situation in the past 4 years. We have found that 

'the rnf\jonty in the Senate in, particular .is frustrated-either my 
friends: on the other side of the aisle stop bills through filibuster, 
or the President vetoes them. We have only had two important billa 
passed in 2 years. . 

r think it is very mnch of a concern to my colleagues as I have 
talked to them on the floor about my having this hearing tod RYjover whether you should be confirmed just to add another politics 
ann to the President's campaign. & I would urge you to consider. 
that as we try to get this nomination eonfirmed, . ' 

The tradition of this office has been totally nonpartisan, and the 
statement you just made is very partisan.· 

Let me W' on. We have had reports now from GAO on the whole
sale duplIcation of fragmentation of functiuns in the executive 
branch. On the average, responsibility for performin{: major Fedw 

eral missions is scattered now in six 01" !)evcn agcnoes, the GAO 
has said. Our CoJl'.rnittee recently held hcarings examining wheth
er natural resources areas have been spr-ead across four agencie$
.the Forest Service, the Bureau of Land Management, the Fish and 
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Wildlife Serviee, and the Park Service. They actually have, within 
each of those functions, duplicating agencies to the other three-
and you can add the Corps of Engineers beyond that. ' 

Now, 1 havp. been told that, in answer to previous questions that 
have been submitted to you, you have expressed skepticiRm about 
the usefulness of a bipartisan restructuring -oommlRsion. My prede
cessor. Senator Roth-I bad hoped he might be here-and Senator 
Glenn have repcatndly !'i,PQnsQred such (!. proposal, $nd Senator 
Glenn and I are still trying to see .if we can get one through this 
Congn>-,.ss, , 

Am I to take it that you have expressed nn opinion that you 
would report to the President that you would recommend against· 
a bipartisan restructuring commission? 

Mr. RAINES. No, Mr. Chairman. My view on restructuring issues 
in the Federal Government is that it is: important that we fQCUS on 
the purposes that. we are trying to achieve by a structure of the 
govEirnment. It is not always clear that you win want to have mnc~ 
lions that are organized according to one particular form. 

Let me give you an exampJe. When the Environmental Protect.ion . 
Agency was created, the theory was that it was important to have 
all of those entitieR that were most important in' the environmental' 
enforcement field working together in one agency, and President 
Nixon Jed the effort to create the Environmental Protedion Agency. 

On the other hand. the Veterans Department was created, and 
the Veterans Administration was 'created not around a probJem 
such as health or environment, but areund a group of bene~ 
ficiaries-:veterans. We believed that it was appropriate to organize 
so that veterans had the focus, and they were not just simply part 
of working on health or on pensions or on ed\lcnti<m across the 
board. ' 

So that the fonn of departments I think has to depend on what 
it is that you are trying to emphasize. My point is that you have 
to look at those on a case·by~cas~ basis. 

[t may be that a commissilltl is an effective way to do that. At 
Jeast one of the Hoover CommissiQns had a substantial effect; the 
other did not. In the Carter admimstration, there was a substantial 
effort made and a Jot of energy expended on 1"eQrganizing, and in 
fact, the number of government agencies increased as a result of· 
that effort. . . 

My only point is a caution that whatever mechanism is chosen, 
it is carefully designed to reflect what ends Congress seeks from 
the particular programs so that we do not end up with a situation 
of a commission or a President making proposals that Congress re
jects because they emphasize the programs in a way that Congress

. does not intend, 
Chairman STEVENS, Well; I nany have some quest.ions about 

that, but I do nut know if thlS is the time go into it in detail. 
Do you know Arnold Penstus at Bell Labs, the astrophysicist who' 

received the Nobel Prize? Are you familisr. with his book. "Hllr· 
mony," that talks about the power of information technology as n 
restructuring tool in private industry? 

Mr. RAINES. I am not familiar with that particular book,. . 
. Chairman STEVENS. He pointR.{)ut that private industry has bet!n 
able to implement new ·technology at a far greater rate than the 
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pl;ecutive branch. We are having a series of hearings on the IRS 
Modernization Program, TSM. 1 am not sure you are familiar with 
tJlat--are you familial' with it? . 


Mr. RAINF.:S. Yes, I am. 

Chairman STEVENS. I think it has cost us several biUions so far, 

and by the time they' got the computers installed. the computers. 
Wl?re nut·or·date. They are worse off now than when they started. 
They have been advised by several entities to desist and to get 
SoUle outside advice. and they continue to indkate that they are ca~ 
pable of doing it themsehres, But the real problem is that had they 
been.an ann of any major company, they would hnve faHed in this 
period of time. And the rea) problem .with restructunn; is that we 
do not see any indication that there has been an implementation 
in the executive branch of the technologies that have swept private
industry in the last -4 to 5 years. , 

Mr. RAINES. I agree with you totally. I think the Federal Govern_ 
ment, which in the 1960's was a leader in the use of information 
technology, is now lagging badly. and as information technology im~ 
pro~es, the' FederaJ Government is only getting further and further 
behmd. . . 

1 think it is, vitally important for nn organization such as the 
gonrnment, which deals primarily in information and dull.ars, to . 
master these technologies. 1t is something that we have done in our 
company that has made a tremendous difference in our ability to 
actually perform for our customers and for homeowners, 

So 1 view it as one of the roles of OMB to try to lead the effort 
to improve the use of informacion technology throughout the execu
tive branch. We have to find some cases where We can get some 
successes and then build on those successes by example to the 
other agencies. 

But r also know that it is very hard. The Carnegie-MeHon Unl* 
versity has dOlle a study indicating that 9Q percent of the major in~ 
formation technology projects in the private sector fail. Mastering 
these technologies is not easy. Trying to do that in programs as 
Jarge as the Fodera1 Government is harder stiU; but nevertheless, 
we do not have a mOlce, Unless we do so, the level of service ,to 
our citizens is going'to· decline, the costs of government are going' 
to be too high, and, the dissatisfaction with perrormance is going to 

'. continue , . 
Chairman STEVENS. Well, 1 hope you will keep an open mind .. 

. about the commiSSion. I believe we will send the President a bill 
'this year to create such a commiSSion" which' wm have really·
. sweeping powers. I hope that will be the ease. We will have to wait 
and see. .. ' 


Let me aRk you a series of questions~ and then Senator .Glenn 

will be back in a moment, I am s~e, and Senator Akaka is here 

as well.. .. 


The President issued Executive Order 12866, on september 30, 

1993 requiring agencies,· whenever feasible, to seek the. views of ap

propriate State. local and tribal officials before imposing regulatory 


; requirements that might significantly and uniquely affect those 

,j government entities. r am infonned that that ,has not been fol~ 

,;' lowed. Are you familiar with it? .. 

'. ! 
" '1 
! 

'i 

'. 


http:Congn>-,.ss


--
74 75 


bIr, RAINES. I am somewhat familiar with it, Senator. The indica~ 
tions I have are that there have been a number of cases in which 
that opportunity has in fact been made available, but there is a lot 
of enwuragement to OMB to keep working harder to ensure that 
all of the relevant entities are made aware of their opportunity to 
participate. It is something that I know OMS is working un and 
'will continue to work on to ensure that the opportunity to partici~ 
pate in those matters js acwrded to them. 

Chairman STEVENS. There is another Executive Order 12875, en~ 
hancing the intergovernmental partnership, in <Xtobet of 1993. It 
does not seem to have been made a priority by OMB. I have sug* 
gested that we implement the President's )Suggestion by la.w, and 
that has met with some resistance here. r cannot quite understand 
why the President would i"s.ue an Executive Order which has the 
effect. uf law, but there people here who refuse to make it n. law, 

I would urge you to take a look at that because I intend next 
year to introduce legislation to assure that this will become law, 
because t do not think the actions that have been suggested by I 
think three recent Presidents. that the views of State. local and 
tribal officials should ,be obtained prior to the issuance or even pub
lication of proposed regulations and changes-I would hope. you 
would take a look at those wd see what might be done to enforce 
them without a law. ' 

Mr, RAINES. I will do So, . 
Chairman STEVENS. Now, we have a Jot of problems coming at 

us now with the baby boom generation and whatnot r am inter
ested in trying to work out the relationship between the National 
Performance Review and the Office of Management and Budget. It· 
seems to me that your agency has lost leadership to the National 
Performance Review, and I would like to ask. you about that when 
I get back. 1 will yield to Senator Glenn now. 

Senator GLENN [presiding}. I apologize for the truncated nature 
of the way. things are going arQund here, but this is not a very 
usual day. ' 

Let me address the management function at OMS briefly, We 
have some examples of where there has been increased manage
ment emphasis. 'I"'his administration really getting into the imple
mentation of the oro Act is one example. The Vice President's Na
tiomd Performance Review; John Koskinen and his work with the 
PCIE; the President's Management Council; Alice Rivlin's OMB 
2000 Proje<:t to integrate OMB management oversight with the 
OMB budget review process-and that has been a difficwt thing to 
bring together and do meaningfully-would you comment on those 
and on what you plan to do with the «M" in OMS; because it has 
been something that I have emphasized for a long time around 

. here, or tried to, and I do not think they do enough of it yet. I know 
the pressures over there in the office you are going into. You have 
got to Ket the hudget out-that is something that has certain dead
Hnes and so on-and too ofWn, no matter what the intentions are, 
I think management issues are things that can be set aside while 
the pressures of the budget are met, 

Can you give us your views on how you plan to deal with the «M'" 
in OMB? 

M~. RAINES. Senator, I believe that the management t'C1ipOnsihi1
Hies of OMB arc tremendoWl- and will on1y increase as the effort 

moves.forward to balance the hudge4 'because many of the savings 

and improvements necessary to balance the budget iri a realistic 

way are going to come from managing the government better, from 

being able to do more with less. to ensure that we can achieve our 

JOals without having to spend as much money as We have spent. 

in the past, and also to help evaluate programs t';o t,hat hard dcd~ 

siam: can be luude by the President and Congress. 


So I think it is vital. I think every busin'css in the United States ' 
has learned this lesson in the last 5 to 10 years. They used to foCtls " ' 

'jla lot on t"cvenue-if we could just get enough revenue, aU of our 

problems would be solved. What they loomed when they bewme 
 'If:part of a global economy was that seeking revenue alone was not 

enough; they had to seek' the kinds of efficiencies and continuous 
 :~Iimprovements so they had a product that was n superior product ;1
that would ultimately produce revenue, but, not one that they ,ilil 
would simply send out with defects j get the revenue in the short· ,I, ' 
run, and end up trailing the marketplace. . ',~,: 

I think the Federal Government has historicaHy focused a lot on 'j
'~/Irevenue and outlaYS-how much comes in, how much went out


wifJ1 very little attention to what happened'as a result.) do n~t " 

think the American people are going to permit that anylnore, and ,I 


,~I think it is important to respond to that, and I think OMB has ,

to take the lead. There is no one else who has the government-wide

perspective that OMB has; there is no one else that has the career 

staff' with the institutional memory that OMB has; and most im~ 

portantly, there is no one who hus aU of the resources that are" 

available to agencies together with the management expertise and 

that can bring them together. . . 


So I think it is important; I think it is a vital part of the OMB 

Director's job, and H. is a part tilat I run going to spend a grent deal 

of time on. 


Senator GLENN. I run glad to hear that because We look forward 

to working with you on these areas. You mentioned revenue and 

spending, and ve'ry seldom do we ever (XIncentratc on that big gray 

area of efficiencies of government-and I do not say that as some. 

thing that IS an oxymort)nwtype statement; 1 think. we can have effi-" 

ciendes in government, whether anybody else does or not. We have 

given OMB the tools. Ten or 12 )'efirB ago, OMB wa..<; sort of out 

there on their own, and they could do it or not do it. Now, we have 


. the tools. It is in Jaw. It is there. It is required. Arid that is the 

reason I think you Just have a golden opportunity to go ahead and 

> <,

do some of theSe thmgs to get better efficiencies in the government. 


One of the areas that is of biggest import right now, too, and is 

just in'an expanding mode all over the Rlnee is information re

sources management, IRM. I do not know ifyou have any thoughts

ahout how we are going control this, but in this area of computers 


.!' and Internet and international trade and flow of data and money.

and just all kinds of things, we are in a time period where the flow 

of information is"almost inundating. 


Just as J was walking out, the Chairman was refening to how 

we are going to <:opc with some of these thin~, IRS has big prob

lems managing our tax system and modernb:Ulg it. That comes at 


.,r 
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least partially under OMS's direction, thruugh the Treasury. of 
eourse, But do you have My ideas in that area? You have been in
volved in infUTmlltion resOUremi management in some of your pre
vious incarnations already, so could you share some of your views 
on t.hut fRM area with us? 

Mr. RAINES. Yes, Senator. I spent the last 5 years leading an ef· 
fort at Fannie Mae not. only to totally revamp our use of infonna
til)n tecilnology, but to revamp how information teclUlology is used 
throuRtiout our industry. One example is U)at we set for ourselves 
a g:caI t.o rc-dl,lC6 tho cust of originating a,mortgage by $1,000, or, 
40 percent. And we did that at a time when we did not know ex· 
actly bow we were going to get it down by $1,000, but we knew 
that information man.ment was going to make a difference, 

What we have done l8 regtructu~ and create new process\!'-s and 
then automate these new systems so that we now have the capabiJ~· 
ity to take an application and give someone an approval on their 
Joan within 30 minutes. When we began "5 yeaTS ago. it was 2 
weeks to 3 weeks. We are now down to 30 minutes. 1 might point 
out tbat we are also nl)W getting rompJaints that it is ta.k:ing a long 
time because once people see that they do not bave to wait, that 
things do not have to take that Jong, then their demand for im~ 
provement continues, 

. I think what we have'to do in government is pick some areas 
where we can have some successes, where the public wiU feel the 
suceeSS, and showcase those as areas where· it can be dOlle. Then 
the rest of the government will begin to see that it can be done and 
.see example!> of it being done. and follow. 

The most important observation that I have made over the ·pcu;t
5 years in this whole urea is to focus on producing some real 
functionaUty in a short period of time. I simply do not believe that 
it is possibJe to design a system today to be c0111pleted 10 years 
from now and be happy with that system· when you get to the end 
of the 10 years, Things change too quickly! as you mentioned. So. 
we have to design components that can worK together and that can 
he made useful for managers very, quickly, and that is going to re
quire a sea change in how the government procures and imple
ments information techno1ogy, just us it is requiring the same 
cbange in business. . . 

Onu advantage we have is that business is paving the road, so 
we have an idea of which way to go; we just have to begin to imple..
ment it.'· . 

&mator GLENN, Another area that you are going to be involved 
in is coordinating the views of different departments and so on. We 
get into some real quagmires here somebmes. Last summer, this 
Committee was informed by the fiscal 1996 transportation apPfO:' 
priations bill that they wanted full waivers of procurement and 
personnel laws for the FAA, fOT one department. We were told that 
these provisions were requested by FAA and had the support of 
OMB. yet they conflicted with the work that the OFPP, Federal 
procurement people, bad done to help pass reasonable procurement' 
refonns Jike the 1994 Federal Acquisition Streamlining and Reform 
Act. 

There were bipartisan ooncerns on this Committee about these'" 
waivers, how they were proposed, and r dO' not know how you get', 
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your anus around that one, but somehow, under this management
function, you really have to cuordinate these different functions of 
government to make Sure that stuff Jike that dOC$ not get over 
heN'l, It makes the administration look dumb to begin with. plus it 
just flat conflicts with a lot of other laws; . 

I do not know what your comments would be on that, butI hope
you wilI work on that. and wurk ,with the Committee, Your tenta~ 
des are going ttl .fJt1 into every p}aoo in government, and they have 
got to understana that you are not going t;Q have stuff like that. 
come up again. When we have to j:mH it out and make an issue out 
of it here, it makes OMB look stupid, number one. and it makes 
everybody else behind that, who did not Coordinate With other pen--.
pIe, look stupid, number two. So I hope you can coordinate thmgs
like thnt over there; too. . . , . 


Mr. RAINES. Senator, J appreciate your caution there, and J will 

' certainly do my best to ensn~ that that happens. I would also hope

that the Members of the Committee. when they sea us about.to 


. make a big mistake like that, Would give me a call, S(} that we can 

turn it around as quickly as possible, because sometimes these 

things do riot appear as quickly on the, screen as we would like-

Senator GLENN. May I give you a personal aRBuranee-when I 

. heJtr about them, you will get a call. (LaUghter.)' " 


Chairman STEVENS: Senator Akaka. 


Op}!:NING STATEMENT OF SENATOR AKAKA 

Senator AKAKA-. Thank you very much, Mr. Chairman., J am de~ 
lighted to haVe Mr. Raines here. _ 

I am pleased with your straightforwardness and your complete

resume, where you point out where you started working in a gro_ 

cery store and finally at Fannie Mae. the largest corporation, which 

tells us that you have great experience in thiS area of management.
and I am pleased with that. " 


I also want to teU YOU that I was pleased that OMB held a hearw 

ing in HaWaii, which we did in July. 1994, relating'to Direetive 15; 

J know YOu recently talked to one of my staff about Directive 15, 

and I am pleased about that, too. . . .' '. I 

What interests' me is your background, where you eame from in 
the private sector, and now back into the agency. With all of that, .v 
I wonder-you also mentioned that performance is more important :~ 
than vision-my simple question is what do you expect to do in the :i 
next 6 months as OMB Director? . .'. ' ..", 

Mr. BAtNES. Well, Senator, I think OMB wil1 keep going the way ;:!
OMB does throu~ alJ eJedions, which is to begin preparing for the 
next budget, which has to be presented to Congress at the begin~ ,;
nini of the year, So if I am oonfinned, we will he working tbroUg'h~ 

out the summer and the fall, putting together that budget, Instruc~ 

tfons have already gone to the agencies, so a review process wil1

begin. .. . 

Bejng a professional agency, om is focused on its job of getting 

that budget together. but also on continuing the rnnge of activities' 

that have -begun over the last 3% years on the management side.. 

I think one of lhe important things about OMB is that it provides


' a sense of continuity to the government, and the fact that it is pre~
.:i dominantly a professionatlYwstaJfed agency I think gives it the opw':. ,

•", 
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Chairman STEvtNS. Senator Glenn, do you have' any further 
porlunity io assist the sitting President or an incoming President · questiona? . . , . 

Senator GLENN. No; 1 just have about a 3n~seoond comment.in fulling their function to have I'l budget ready shortly after the 
Chairman STEVENS. wen, let me make this statement. Senator

next Congress is seated. Senator AKAKA. Thank you. 1 also. W{lnt to welcome your family. Domenici is a Member of the Coltlmittee now. and he has asked for 

· an opportunity to present questions: to Mr., Raines. He is involved
Mr, RAINF,S. 'Thank you, Senator. in managing this hill on the floor. and we are eithCl' going to haveSenator J\KAKA, Thank yout Mr. Chairman. to reconvene Inter this evening when this bill is over, or set the,Chairman STEVENS. If I could get baek to my question, Mr, 

matter for further conslderatiun tomorrow at 4 o'clock. 1 have gotR,alncs, you mentioned the Naticnru pctforrao.n<;e Revicw. Md it 
to consult with him about what his I!lans nre, but he is entitled toseems to some of us that the management agenda has now been ask questions. But I do think that it IS the prerogative of a Member moved over to the National Performant",e Review rather than to of the Ccmmittee who is also a chainnall to ask fo[, !;lome con.sider~

OMB. l}Q you contemplate oon1"ng it. baek? ation, so I will ¢uneult with him upstairs. '. .Mr. RAiNES. Wen. Senator, believe that in the natural cuurse Senator Gl..ENN (presiding). I was going to comment on the ideaof things, in a sense, OMB's role has expanded in the inst ycaT or of the commission. 1 have backed this for some time, and I do notso. National Performance Review staff has declined, OMB has pro think it is something that we should be'scared of in government.vided support for tbe National Performance Review all along. but The Hoover Commission iSlrobably the only one of these commis1 think the percentage of support that it provides is greater now siam. that really bas worke the way I think they should work and 

than it was: at the beginning. . it changed the direction of government and the organization (If gov- . 
I think they have bad a. history of working well togeU1Cf with the ernment to a ccnsiderable degree. National Performance Review, and ] think the Vice President has We had the Ash Commission, as you mentioned, back in thedone a good job in highlighting management issues, which some~ · Carter years, and the Grace Commission got over into polley mUt,..times do not get the kind of attention and sustained attention- ters more' than efficiencies of government, and 1 think that isChairman STEVENS. WeU, there are BOrne of uS who believe that where they foundered and went astray.the administration has not followed the law, The National Perform If we were starting over again to organize the }o'ederal Govern
an('.fl Review really was not contemplated by Congress. It really is ment, I do not have much doubt we would organize a lot more 
a concept, 1 think, at least to the extent that it has gone, in taking along functionnllines than we are right now. We have functions of 

over the management function. government. split up' and proliferated allover Ii dozen different de~


Mr. RAINES, Wel1.l,think what the National perionnance Review parimcnts and agencies of government, and they have to eoordi~
really has done is to galvanj2:e the attention of the administration' nate. We just waste an awful lot of time and effort and money try~
around a management agenda. which is often very hard to do. And ing to even locate where all the different responsibUities are. 
the fact that the Vice President has taken the lend in saying to the So 1 see a commission, and the only debate back and forth that
Cabinet. "You must focus on management issues,"l think has been we have had on this Committee has been whether it should be
very helpfuL But I think OMB has statutory responsibilities and something where you say, OK, they have 6 months, or they have 

statutory offices for management and has to ~t'form those Rtatu 8 mtlnths, or they have a year to do this and get a report in, setting 

tory functions based on its best ability. certain data and times for it, . 


Chairman STEVF...NS. All right. Wha.t about the Office of Informa. My view of it has:been a little different. I think that if we are 

tion and Regulatory Affairs at OMB; are you familiar with that? going into this thing, we should go into it with enough resources 


Mr. RAINES. Yes, sir. and poople and expertise, and let them really get into the meat of 

L"hairman STEVENS. It has theoretically had the job. as I Ulld~r this thing: and maybe come up with some real, Hoo"er Commission' 


stand it, of carrying out those two Executive Orders that 1 men-' type recommendations. . 

tioned before, but to my knowledge, there has. been no report sub- . So that is what we are looking for. or I am looking for, certainly, 

mitted to Congress with regard to what this Offioo of Information out of this whole thing, is something that will let us reorganize 

and Regulatory Affairs has done. . . hopefully along more functional Jines. And I am under no illusions. 


I am contemplating putting an amendment on a bill that is pend~ that we will come out with the neat, little boxes that we might 1ike • 
lng before the Appropriations Committee, as a matter of fuet, to re to sec. You know. you·can say everything should' fit under five 'or 
quire OMB to report ~ Col}gress J>¢odieally on the operation of six different boxes-human reSources, natural- J'Csources! defense, 
the Office of lnformation and Regulatory AffairS so that we can economics of the country, and so on-you can make _about five or 
really know how these Executive Orders are enforced. What would sUe: boxes here and c:ome up with tbose functional alignments, and 

· everything else we have today falls under one of those. so it rnakesyou think about that? .
Mr. RAINES. [ have no objection to the office providing periodic n different way of managing it. 


reports or testifying before the Committee or giving informal infofw Now. what you cannot do and what I do not think we should do 

mation. I think it is vitally important that the Committee have, ac is just sen of rearrange the de1:k chairs and put a new level of con~ , 

cess to what OMB is doing and how well we are carrying. out our trot up here. All we have done is compUa\te things. a,ud that does 

job. . J 


'~~i 
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not do anybody any good. So we have to guard against doing that. 
I would rather see us stay the way we are now than to put another 
level of ~ontrol in there that does not do any good a'l far as stream
lining things. . . ' . 

Now, at the same time, tho Vice President's National Perform· 
a.nen Revifl,W is moving somewhat to':'>'2!d tr,ri?g to simplify some. 
of tbase things, and we ha...e been workmg With them on thIS Com~ 
mittoo alS{}, " So I just wnnted to put your mind at ease, at least as·far as I 
am concerned, about the nature of this commission -once it gets
going, I am hoping that we can keep it on a bipartisan and a big 
target baSis here of redoing a lot of the functions of government 
more into functional areas, whkh I ·think would be far more effi~ 
clent than anything we have right nOW.

That is a statement and not-a question. obviously. I do not have 
any further qu-cstions. really. The Chairman mentioned early on 
about how" we run into filibusters w vetoes these days, it seemS, 
and that he waS concerned about your statement being B little too 
political. I think your job over there is politieal in one respect, to 
the nth degree-just as political as it can possibly be-and that is 
that t.lro President has stated certain objectives for this adminiatra
tion. and he was elecl.ed-on that basis, and you will be one of the 
key ptmmns to carry out those promises to the'American people- -
and that is politics. Now. the other. type of.politics that I think 
might be what the Chairman was referring to. as -far as you going 
out and trying to make a 50-State tour on the political bandwagon 
and gh'ing speeches in the back of the campaign train or something 
like that, 1 would hate to see anybody at OMB doing that, too. But 
1 think there is Q difference there. in politics of one kind and poli~ 
tics of a.nother kind. and I just wanted to make a comment on tha.t 

also.
Chairman STEVENS,- Have you conduded~ Senator? 

Senator GLENN_ Yes.

Chairman STEVENS_ Mr _ Raines, I have confetl1';d with Senator 

Domenici and confirmed that they are going on now to debate other 
matters on the floor. and he cannot come duwn here at this time. 
I do not know if other Members of the Committee wanted to be
~here-this is sort of a. sudden thing. we thought we could get
through. But I win have to ask you, if you will, to return at -1 
o'clock tomorrow afternoon in room 342 in the Dirksen Building, 
which is our regular hearing room. Hopefully, we will not 1:re jll.ck~
in-the-boxed tomorrow and we can all be there at the same time: 

Thank you very much, " 
Mr, RAINES. I will be there. Thank you, Mr_ Chairman, 
[Whereupon, at 5:37 p,m-. the Committee was adjourned, to re.

convene o~ Wednesday, July 24, 1996, at 4:00 p.m.} . 

" . 
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,Iii,NOMINATION OF FRANKLIN D. RAINES TO BE 

DIRECTOR' OF THE OFFICE OF ,MANAGE. 
MENT AND BUDGET . 11 

iiiI.,WEDNESDAY, JULy 24, U~6 

. '.' U.S: SENATE, , :1
COMMlTTEE ON GoVERNMENTAL AFFAIRS, 
. . WG8hi"l1'''''. D.C. " 

The Committee met, pursuant to notice, at -4:11 p,m., in room •• 
50-342, Qirksen ~nate Office Building. Hon. T<ld Stevens, Cliair:' 
man of the Committee, presiding. • 

Present: Senators St.evel!5. Domenici, Glenn. imd I~eberman. 
I• OPENING STATEMENT OF SENAT011 STEVENS. -1 

Chainnan S'rEVE:Ns/l'he Committee will eom'e to order. ': 
, Mr. Raines, T appreciatE! you coming back. Senator Domenici and 

Senator Glenn are here. I am gojll$' to have to leave, unfortUJ¥ltely. 
I have been calJed to another meeting now. . 

Before lyieid to Senator Domenici, 1 have ene question to ask. 
You said that you recounted the changes that had been hrought. 
about by the administration in the National Perfonnance Review. 
I asked our staff to look at that Jast night. The administration 
claims credlt for 272,000 FrE reductions, and 65 percent of those 
were in the Department of Defense through cuts that _we made. 
Cungress made, and reductiuns in the Department of Defense, but 
it is certain1l not an NPR accomplishment.. ._ . 

ActuaUy. m our opini1m, as we looked at it. 'my staff indicated; 
and I beJieve it is right, that Senator C'tienn and Senator Roth pro~ 
abJy deserve ttedit'rather than NPR because the Government Per
formance and Results Act came from this Committee, and it reaHy 
has resulted in the restructuring of the -whole Government_ The 
compliance for that Act 11:)' certainly not an initiativ.e·of this, admin
istration. ' . 

So what I want to ask you is how do you recite that the adm£nis.. 
tration takes credit for things that happen before the admin:istra· 
tion really came into office. _ _, -. . 

~ '.. 
TESTIMONY OF FRANKLIN D. RAINES, NOMINATED TO BE . 


DIRECTOR OF TIlE OFFICE OF MANAGEMENT AND BUDGET 

Mr. RAlNE..9. Senator, 1 don't believe that I actuaUy Cited the sl;a. 

tistics. " _ _ , 
I know that the NPR has done an annual report, in which they 

have indicated what their accomplishments are. But I thlnk that 
liS I have read their' reports, ,they indicate significantly greater at,.. 
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tention on the executive side to the kinds or issues that this Com~ 

mittee has been dealing 'With over the last 5 to 10 years. So it is 

that, that.} applaud. which is that the Vice President has given at

tention to management qu~tions which I think have not gotten 

sufficient nttenti(}U at the White House level in the pnst.


Chairman STEVENS. In our relationship, your office and this 

Committee probably have the closest relationship. as I indicnien 

yesterday. 1 do hope that you aN confirmed, 1 think you have the 

bnekground to tak.;) this amee..

I am just talking to put a few shots across your bow and suggest 
to you that Loon Panetta is a very good politician. I hope yon are 
a gond manager and a good administrator and Jhat politics stays 
out of OMS during your period as its director because we huve got 
to work things out somehOW in these comaious that take place, and 

. in the past. thEY have been worked out when we have had a non* 
political OMB. Politics and the White House and polities in the 

_leader's office, that is fine, but when it comes right down to it. we 
have to work it out in the final result. So 1 hope we can keep it 
on a non-pohtical rhetoric: basis. ',: . 

Mr. RAJNE~t I agree with you totally. Mr, Chairman. 
Chairman STEVENf\. Thank you very much, . 
I am go-ing to leave this, and if you gentlemen will excuse me. 

I will go to a mL'eting concerning some pn')blems that have come 
up. I would ask that you- have indicated when we go out that, of 
colJl"l:i,e, we have a meeting tomorrow morning. 'rtlank you very 

much.It is my intention to.take Ws up without any further fanfare to-. 
morrow morning after this is avet. 

OPENING STATE>mNT OF SENATOR GLEl'IN 

Senator GLENN. I have jw;t one remark before we start with Sen
ator Domenid, and I have to go to another meeting, also, So, Pete, 
you are going to wind up 6.<J the sole hearing here. . 

We talked briefly when Senators had gQne up to vote y~day
afternoon about politics. You and I discussed that very briefly, I 
think there are two kinds of politics over at OMB. One is earrying , 
out the politits of the President: Thilt is politiCS, of course. He was 
ejected to do certain things. People elected him, and he is trying 
to carry those out. It is your job to put it together with the dollar 
figures involved. 	 " . 

The .other, as I said yesterday. was getting on a whistle-stop 
train someplace and baving the head of OMB out doing a campaign 
stop in the back end of a train or something, and I thlltk th$t is 
the kind of thing that r wou1d be critical of, too. . " 

I don't think the idea that politics has entered into OMB is any~
thing brand~new. All one has to do is go back a few years and read 
the David Stockman book if you want to see how bad things can 
really get, I hope we use that as a thing never to be repeated over 
there again because that is where there was deliberate deception 
of the Congt'P.s.'i, admitted after the fact, admitted, and I just think 
that was bad stuff. That was one of the bad chapters of Ameritan 
history over at OMB. - ,. - . 

So thf'.re are two different kinds of politics to me. One is carrying 
out the President's policies. That is what you are charged with 
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dOing, The other is doing the traditional straw-hut-typo campaign 
stop which I think the fiend of OMB should prObably stay out of. 
'M to the 272,000 figure the figure 1 had was that there were 

about 240rOOO jobs that had been reduced. with the objective by the 
end of this year of 272,900, which was the original objeetive of 1 
'What the' National Performance Review thought they could get
down to.' '.' 

I tl>jnk 'while some oi the tbin~ we did here on this Committee 

on buyout legislation did help With some of thAt buydown, I think 

it has heen the policy of this administration, and a ~ood one, to 

move ahead with that, and I think they have done baSIcally a very 
 '.
good job with it. 

Senator Domenici, you are chairman. 


OPENING STATEMENT OF SENATOR DOMENICI 
, 	Senator DoMENICI [presiding]. Thank you very much. 

Mr. Raines, Jet me fl.1'&t sny it has been my pleasure to know you 

in the pw;t, not as wen 8S some have, and I certainly don't intend 

to question the justification for your 'appointment in terms of back~ 

ground and information skills and capability. That is not the pur

p~e of my inquiry today, and I apologize for the one- additional day 

of (Jelay. . ' 


Our Cltrurmnn has indicated he wants to get the matter con· 
-. eluded, get the vote on your confirmation -or not, and as I have al


ready indicated, I win finish whatever 1 have here this everung, but 

l am eonce-nloo about some treatment of a Republican bvdget ver

sus a Presidential budget in terms of what is said about the two 

and where the administration would seem not to want to admit 

what their budget !"(tally means, but would like to say that ours 

means what ours means, even though that is in fuiure- years, for 

jf t.hlli, President. and the DemGCr.lts did not avail themselves of our 
 i " 
6-year budget numbers in the discretionary accounts, they would 
not be able to say we have cut education bet:ause it is our 6-year ,,budget with education numbers in, albeit we have to appropriate I !every yearI that permit the attack on our budget, , I NIJW, what disturbs me greatly 1S that this administration has a 

budget, also. and this President takes great. great delight in say

ing. using the 881Tle economics that you use, we are in balance like, 

you are, and that is impossible without cutting some discretionary 


'accounts using the sante definition of cutting that I just used about 

education, without using the same definition of cutting veterans or 


, 	 cutting the Environmental Protection Agency or cutting National 

Institutes of Iiealth, AU of theH8 must be cut by you in your budg· 

£Its in the same manner over G years that we cut ours, and one can 


- say the administratien chooses to sa-r. oh, we are not really cutting 

them yet because the year ha,<;n't amved yet. . - , 


If that is the case, it is imp-roper for you to say we have cut rou· 
 . j I'cation for the year has not yet arrived for those cuts, .' ,, Baving said that, I guess I.want to ask you what your instruc~ 
tions are going to be with reference to your budget, to those putting I 

your budget together out there in the minions of the agencies, 
. WbSt are your instructions going to be to them with reference to 


what percent Illust th~y'cut in the y'ear 2001 and 200Z? Is ~t 20. , 
 .J 
percent or 10 percent? What }:lercent?, , -. , ..- '. 'I.., '"':·~HI 

:i 
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Mr. RAINES. Senator, as you know, I hnve not been. part of this 
· debate up until now and am new to this discussion. However, I am 
aware of the long and important leadership that you have provided 
un theM very questions for a number of years, going back wen be
fore this admimstration; and particularly focussing attention on the 
long..tcrm impact of the budget deficits and the need to corifront the 
long.term impatts. So I would just like to begin by recognizing that 
lnng experience ofytmrs. . 

· With reganHo futuro budgets and budgets that I will have a roJe 
in if 1 am confirmed, the first step has to do with the instructions 
that OMB gives t.he agencies as they plan for the next fiscal year 
and the out-years. They have releaSed that guidance to Ule agen
cies and have indicated that they need to not only su~gest what 
their desires are in terms of spending. but have also indxcnted that 
they need to show what would happen if there were cuts of 5 or 
10 percent in aU the agencies of'the Government, not jU!)t selected 
agencies in the Government. So it will t,>ive the President a range 
of choices as to how he can meet the out·year challenge that re
mains, which is a ,substantial challenge and will require substan· 
tia} action to bring the budget into balance by the year 2002, 

The President'$ ultimate decisions with regard to his budget will 
be driven not just by the expendit.ure side. but also by what occurs 
on the revenue side. As we nave seen in the most recent midwsesw 

sian review, there has been good news on'the revenue side which 
has caua'cd the budget deficit in 1996 to be substantially lower 
than anyone hs!) projected tm recently as 2 or 3 months ago, ," 

So, as we move from projections of economic activity to actuaJ 
performance of the economy, we will have a better idea of how deep 
the cuts·will be. There i$ absolutely no question that substant.ia:.! 
reductions are going to have to be made in discretionary spending 

· 	bet.ween 1998 and the year 2002 in order to balance, the budget 
under anyone's economic assumptions. ' 

Senator DoMENICl, What I want to ask you is what we have put 
up here on this: one, the National Institutes ofHea1th. Here is what 
it says down here. You can't read this. So I will read it to you, 

"The President's budget M we estimated by the Congressional 
Budget Office includes the President's diSCl'etionary trigger," Now, 
the trigger says that this is what you are going to do in your budg~ 
et to the National Institutes of Health. Whncko. 

Now, this is what is reported out by the Senate, There are two 
reasons for this by the conference: One, t.he President balances the. 
bud¢ using the same economic assumptions and the same CBO . 
estimates as, we do by saying in these years we will have to do this 
to them to get in balance, ' 

1 ask you, would it be just as fair for me to say to the Amerieun ' 
people that. the President contemplates reducing the Nationallnsti· 
tutes 01 Health's funding to come to a balanced budget in the same 

. manner that the Congress did. would have to reduce it by 20 per
cent whieh is what that red line says? If it is not fair fur me to 
say that, why is it fair fur you to say that tha U.s. Congre.ss con· ' 
templates reducing educat.ion by 20 percent} wha~ver the number~: 
is, when, as a matter of fact, it is exactly the same kind of reduc~ 
tion to get to balance as that, jus.t as objective and just as loose? : 

Mr. RAINES. Senator, as you know I have not been part of this ,
debate nor in, setting. the terms of the debate. 1 understand that 
your chart is mfO.re1y illustrative with CEO taking numbers- and 
then extrapolating them to .the National Institutes or Health, bew ;!
~ausc the President has not actually shown a number like that in 
his budget. But the big difference here is what will the economy if 
look like when we get to 2000, 2001, Bnd 2002.' , 'I 

Senator DOMENICL That may be the difference as to what that. ' .!,
red line looks like ultimately, what you just said, but it is not the 
difference when the President says wnat our budget will do using " 
a set Qf economic assumptions and we tum around and say' Jet.'s 1 use the same economic assumption$ on your budget, Mr. President. 
and it shows that has to happen. 	 . . . 

'What 1 am saying is that is just as renl under that set of as

sumptions as the allegations about a G-yan Republican budget, is 

it not? 


Mr. RAINES, 'Again, Senator', it is very hard for me to comment 

on the back-nnd*forth on this iSSue not having been part of it, but 

I think what I can say is that if you look at the range of estimates 

of economic estimates, CBO is on the mQre conservative end of the 

range. OMS is on the more moderate end of the range, and the per

, 	 f6rmnnce to date has exceeded both the expectations of CBO and 
OMB. 	 . . 

So I think in terms of what. is the likely outcome, and we all 

know that economic estirl'Hltes this far out are subject to great vari~ 

ability, the li.kE'Jy economic outcome is likely to be that there wHl 

be 11 need for fewer cuts than the eBO eRtimates can lor, in which 

case t.he trigger would not require cuts as great as they are shown 

on the chart, and the Congress when it gets there will not have to 
make us great of cuts1 and the budget resolution won't have as 'I 
large a cut in them as weB. 	 . . . I 

Senator DOMENIC1. It might be the same for the discretionary ac~ " 
. counts that Republicans have put un their budgets?

Mr. RAINES. I am sorry. I didn't understand, 
Senator lJOMENICr. Would that. not be t.he same fQf the extent of 

discretionary ·cuts 'required by the Republican budget, that 
premise? . ' 	 . 

. Mr, RAINES. Absolutciy, Mr: Chairman. If we <:QuId fmd a mecha
nism where we could agree on the estimates, I trunk a lot of this 
problem would go away~ Ifwe could have a oommon starting place 
as opposed to having one analytical agency in the' Congress and a 
different -analytical agency with the President, hnving different 
numbers, and t.hen our trying to work them out in fublic as to 
what docs this number mean and that number mean. think if we 
hud one set of numberS; this would become a lot clearer issue and 
we could then f"","Us all of Our attention" ,!>Ur mutual attention, on 
actuany causing· a balanced· budget. wnich r think is the hard 
thing. 	 ~ '..: ' 

The process of estimatin~ 6 or 7 years out. is relatively easy. We 
are talking aoout $11 trilbon of' spending between now and then, 
and estimating a difference of 1 percent is $100'bUlion.•Just 1 per j 
cent in t.he last year is $100 hiUion_ These numbers are all very I 
large. They are all subject to, very large changes. I would love it. 
if we could have a circumstance where we can agree on a path so i, I 
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that the OMB, the CBO, the administration. and the Budget Com

mittees have a common basis. I thi.nk much .of the difference that 

currently rucistlJi could be eliminated. . 


Senator DOMEN1CL No that really iso't true because the Presi

dent ended up saying I don't agree with your economics, 1 want to 

use my own. He said that ull the way through, and then he finally 

said, OK, you have forced me, [ will use yours. So he used ours, 

OK? . 

Whut I am asking you. since the ~esident used the same eco
nomic assumptions a.s we did to get to balance and a credit for say
ing it is in the exact same way the Republicans have done it, I ask 
you if you will return to your office and provide for us by tomorrow 
morning when yun are going to be either confirmed or not, you go 
to your' book and, your computet'S and you do thaL You take.the 
President's triggered budget, which is exactly based on" the same 
assumpticu)s as ours, and you teH us the following, 

If it is hard for you to remember this; it will be trunscribed, and 
we can hand that to you. You tell UB" assuming that you are going 
to hold hannIe-sa the four programs that you want to protect, so 
that you can say that you are not cutting them, and you' know 
which ones they are, education, environment, whatever the ones 
you have said you hold. them harmless in the mAnnel' the Pteaiw 

dent has said be is going to hold them harmless, and then you ten 
this Committee how much the' remaining discretionary accounts 

, are going to have to be cut under your bud~t in the ye'ar 1998, 
1999,2000,2001, and 2002. Will you do that for" us? 

Mr, RA1NES. Senator, as you know, 1 am not at OMB. So 1 don't 
have the ability to command the resources of the agency. but 1 will 
make the request. ' 

Senator DoMENICL Are you over there at aU? 
Mr. RAINES. No. sir. As 1 said to the President, I was going to 

. keep my day job until this one came through. . 
Senator DoMENICL Do they have an acting director over there? 
Mr. RAINES, There is an acting director. . 
Sana.tor DOMENlCI. Would you communicate with that. acting di~ 

rector tonight? It is a very simple request. Tell him that Senator 
Domenici understands that he can come up with a bunch of fro·fro, 
but he can do this. TWa is a very simple calculation. J\llIt tell US 
wha.t percent the discretionary accounts of this Governm~nt are 
going to he cut under the President's triggered budget. The trigw 
gared b'ldget uses the same L>Conomics as we do. What percent are 
they going to have to be cut if he intends to hold harmless the ac
counts he said he is goin~ ttl bold harmless? 

Now, I don't want to give him an out. So·Jet me just add, if they 
don't intend to hold them harmless, indicate which ones they don't 
intend to hold hannless and give uft the percentage cuts. 

Mr. RAINES. 1 will be happy to make that request, 
Senator DOMENICl. All nght. You might tell the acting director 

that I am mischievous enough on this one to say don't approve him 
until that acting OMB director tells us that in writing because they 
huve boon escaping that and dancing around that and saying to 
veterans we won't have to cut anything, and we arc not saying you 
have to cut anythlng_ We are asking what the budget says would, 
ha.ve ~ be cut, OK? 
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Mr. RAINES: Senator, 1 hope the fate of my nomination ·is not 

going to hinge on one question being asked to OMB. . 


Senator DOMENlCL It may not. Nobody may be interested in 

what I have to say around here, ' . 


Mr. RAINES. No, 1 think everyone has a great interest in what 

you have to say, but I would just like to say cn my own behalf, sep-: 

arate fn"lm a debate that I have not been a party to, that my Qnly 

desirts here is to respond to the President's request to serve my' 

country. . '. 


lie has asked me to take on this assignment. I said yes. I said 

yes on April 12th of 1996. I would like to begin taking on that as· 

signment. I would be happy to work with you on all of these issues 

once T am confirmed. But I can't do anything. I can't make any 

progress on this, I can't influence poliey; ] can't in any way move 

this discussion nlong as long as I am unconfirmed. 


Senator D.OMENICL OK. 

Mr. RAlN£S. So my only request is that 1 would like to work with 


you, but I can't do that until! have a position. " 

Senator DoMI<:NICl. ] understand, Maybe what I wouLd do is t;o.. 


morrow, if we dcn't have that, I may ask the Chairman if he wants 

tp confirm you subjecl: to your giving us that answer in your first 

week in office. Maybe we will do it that way.. , 


We just need in writing what the cuts Will be percentage-wise, 

OK? You listen once more, so as you communicate it, that we just 

need to know under the President'" triggered budget how murb 

veterans will have to be cut by the year 2002 in any quantifiable 

terms they want to gjve it, OK? 


Mr. RAINES. Let me seo if 1 understand. N I understood what 

you said previously, it was that you want to know it you take the 

accounts that the President is not holding harmless. what are the 

aggregate cuts in· discretionary spending necnssary to be made to 

balance under cao assumptions. If that is thcgucsticn, the aggrc~ 

gate cuts in discretionary spending. then. Lwill commuiricate that 

immediately, but also, in the event that I am confirmed. I witl see 

that you are able to get that number, ., " 


I don't know if 1 can do it all in the first week, but r ",-ill assure 

that you will get that. number.' . 


Senator DOMENICI. OK. I guess what I am going to have to add 

to it, because you are "cry" very sharp-:-you have just s~en how 

that can he answered and be as meaningless as possible in the an~ 

swer. So let me say if the admUiistration intendS for any of the raw.' 

rosining accounts to be heM harmless in any way against that .ag:· 

gregaw peroont, indicate which ones. and then- indicate·the' cuts 

that will have. to m:cur in the rest of them. . , .: 


·1 might say to everybody listening this is arithmetic. This is"not . 

- a question of picking and choosing. This is" almost a matter of 

arithmetic. " . . 
Mr. RAINES. 1 understand the'luestion. . '.' 

, Senator DOMENlCI. OK. What would 'show you, just so you will 
know, this is what] think they are. 1 think Natiunal Institutes of 

Health. under the triggf!red budget, you have to cut it 20 percent 

in eaeh of the last 2 years, and I beHeve'thc National Science 

Foundation-this is one week we keep saying President ia for 

science. I th.ink what has to happen is that is the way you ha,-,:e 


. 
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to cut it, which is in-the last· 2 years, 20 percent, in order to get 
to balance. . 

My good friend, Kit Bond,. has pushed hard and long to see how 
much veterans get cut, but it will look very much like that since 
it was not one that was held hannless. . 

Having said that, I have one more series of questions for you, 
and I appreciate your patience. You are sufficiently familiar with 
budgeting to know that we estimat.e a lot of things, right? 

Mr. RAINES. Yes, sir. . 
:Senator DOMENICI. And that we regularly engage in correcting 

estimates, and the process by which we correct estimates, various 
kinds of estimates, is called technical' adjustments. Is that the cor
rect word? Technical re-estimates. I believe that is nomenclature 
that OMB uses and CBO uses. . 

From 1993 to 1996, we asked, the Congressional Budget Office to 
look at the budget and to assess for us how much the deficit had 
annually gone down versus what was estimated in 1993, and cumu· 
lative, how much the expected debt was reduced. You know the 
number that is being bantered around is $407. billion 'as the cumu
lative deficit savings of 1993 versus 1996. 

l asked my staff to compare the 1993 and 1996 deficit figures to 
those forecasted by CBO in 1993, and then attributed the resulting 
deficit" reductions to three sources. 

Let us go back and talk about technical re-estimates. That is one 
category that we asked them to look at, improved economic condi
tions and legislative changes. ' 

They went to the Congressional Budget Office, and here is what 
they were told. The technical re-estimates amounted to 48 percent 
of the deficit reduction from 1993 to 1996. That service was re~ 
driced a little bit because of an interest change, 3 percent, $12 bil
lion. The economic assumptions, because we had already been as
suming pretty good economics, that would be. the delta. The im
proved economics was 13 percent, or $51 billion.' . 

If this is correct, I just added this up, and it looks'like what is 
left out is 30 percent of the deficit reduction, and that came from 
tax hikes. '. 

I am going to ask you, would you agree that the technical re-esti
mates which are led by $81 billion that were not needed for the 
savings and loan bailout, that the technical readjustments or tech
nical re-estimates would have happened whoever was President, or 
maybe if we didn't even have a President? 
. Mr. RAINES. No, Senator, I would not agree with that. Most of 

the technical re-estimates, as I understand them, actually are driv-' 
en by underlying economic conditions. So the extent to which a 
President-

Senator DOMENICI. Are you telling' us that the $81 billion in sav
ings and loan overestimated cost is because of economic changes? 

Mr. RAINES. Yes, sir. The major reason for that difference in esti· 
mate is that the underlying economic conditions that the S&L faced 
in the market improved dramatically during the period, and the 
va1ue of their collateral, the ability.of the Government to close 
S&L's and sell the collateral was substantially better than anyone 
had projected earlier on in the period. So that underlying economy 
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had a great deaLto do with reducing the cost of the RTC and the
S&L bailout. '. . 

Senator DOMENICI. That is not what we understand. Maybe we 
will clarify that and get somebody up. We.will ask the CBO tomor
row to tell us how much of that technical re-estimate came from 
the economy. '. ." 

We believe they are going to tell us we jmlt. overestimated how
much it would Cust. 

The tax hikes, you will take full credit for reducing the deficit by
the tax'hikes, will you not, on behalf of the President? 

Mr. RAINES. Indeed, Senator Domenici, the. tax increases that 
. were in the deficit reduction legislation that were proposed by the 

President and approved by Congress produced even more revenue 
than was estimated. As I recall from the press, there was a lot of 
talk. that the tax increases wouldn't produce any revenue. In fact, 
it was suggested they might cause a recession, hut, in fact, they 
had the desired effect and produced more revenue than was esti
mated Ilt the time the taxes were approved. . 

Senator DOMENICI. I don't ask whether theywere effective. Some 
around here said they weren't effective. I am giving you fill credit 
for reducing the aeficit by increasing taxes. . 
• Spending cuts up there, I regret to tell yoti, we like to refer to 

them as in green because they seem to be what would really drive

a deficit reduction.' . . 

We are told' by the Congressional Budget Office that in that 

whole period of time, the astronomical amount of $26 billion in ac

tual spending cut baselines occurred, and that all of that is appro

priated accounts, and that all of that occurred because of spending

caps imposed by the Congress. .. 

Mr. RAINES. I think your category of spending cuts is only look
ing at the discretionary reductions in spending and not entitlementreductions. - 

Senator DOMENICr. That is correct. 
Mr. RAINES. They are actually included, I think, in your technica1 

re-estimates 'or reductions in spending for Medicare and Medicaid, 
which I don't think show up in your spending cuts, but do represent- . 

Senator DOMENICr. They are represented here. 
Mr. RAINES. That is right. They do represent less spending dur

ing that period. 

Senator DOMENICI. Right. . 

Mr. RAINES. In fact, as much as-$93 biHion is lower spending on 


those entitlements as a result of improvements in economic condi

tions, improvements in'the medical inflation rate. 

So, depending on how you want to count cuts, if you are only 
going to count discretionary cuts, you end up with one number. If 
you count all reductions in spending off the baseline, you get a sub
stantially larger number. .. , '. . . 

Senator DOMENICI. Maybe I would say those spendin~ cuts up . 
there of 6 percent, $26 billion, are the result of a positIVe policy 
change. I don't believe any of the entitlements that go along with 
the $81 billion in S&r.--:.I don't believe there was one sirigle policy 
change in Medicaid; Medicare, or any ,·of ·those programs that
caused the reduction. ill 
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Mr. RAINES. I think -it depends on how you define a policy 
change. If B polity change is Congress passing a statute-

Senator DOMENTCL Changing those laws, that is what I mean. 
Mr, RAINBS (continuing1 Then I think that may. wen be true, but 

there arc a lot of policy changes in how programs are implemented 
and the kinds of pressures there are on the vendors. 

Everyone involved in the health care industry was under enor~ . 
mons amount of pressure during this period to improve th,,,,ir pro
ductivity, to show that they could operate much more cheaply, and 
that pressure came as a result of pending legislation. It came also 
through policy actions by the Department of Health and Human 
Services. . 

So, if you think again of policy as being ,broader than legislation, 
there arc policy reductions there. 

Senator DOMEN1C1. Knowing YOU; I w5)uldn't think- you would sit 
there and even implicitly say that this administration made signifi~ 
cant changes in the way Medicare was administered and, thus 
saved the few billion dollars that come about by way of a technical 
adjustment on the reduction of Medicaid cost, would you? 

Mr. RAlf'."ES, I don't say this administration alone, but 1 think 
that the tightening of administration of Medicare over the last sev~ 
eral years has had a substantial impact on the actions of providers, 
Many of them have announced that they were going to rcdtlcc their 
cost increases, 

The entire pharmaceutical industry announced they were going 
to keep their cost increases below the rate of inflation for the first 
time in a decade. 

So I think that there are things the Government can do other 
than pass laws that have an impact on behavior, and I trunk in 
that case, it is not just the administration, but the administration 
and Congress han a substantial impact on the behavior of medical 
providers. A l-pereent change in how they change their cost is an 
enormous number, 

I also point out, within the technical changes, there is another 
one that is, I tilink, a particularly interesting one, It shows up as 
a technica1 estimate chanJe, but it ia also additional revenue that 
occurred, not from a tax mcrease, but from the fact that because 
the economic conditions were improving for corporations and for in~ 

. dividuals, that more of the total income was mad('J up of corporate 
income and therefore, more tax revenue was available. Now, that 
is the result of an improved economy. . . 

Similarly, capital gains during this period had been substantially 
higher than were catimated. Again, that is not a tax increase, It 
is $imply that capital gains were occurring and were being realized 
by individuals. Both of those are counted under technical, but they 
eQuid just as easily 00 counted under economic because it is the un~ 
derlying economies that cause rorporate)neome to be higher, It is 
the 1,1nderlying economics that cause the stock market to rise, It is 
the underlying eemwmjcs that redueel'interest rates that cause 
bond prices to go up. . . 

Senator DoME.NIcr. We think that is 3 percent, or $12 billion, ac-. 
cording tf) what we have got. Those te<:hnical readjustments are 
$12 billion accordlng to what.! am ~ing on this chart. 
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Mr. ILuh"ES. My number is substantiaUy higher. Mine is $70 bil~ 

lion. Againf we can try to resolve the different bases of the num
bern_ 

Senator DOMENICl. AU right: In your written responses to ques~

tions from the Committee, you expressed a strong support for the 

concept of a unified budget. Some Democratic Senators continue to 

argue that the President and the Congress: are raiding Social Secu~ 

rlty Wusing a unified budget, How do you respond to those acc:usa~ 

tions. . .. 


Mr. RAINES. The purpose of the unified budget is to give one ex:

presgiQJ) of the impact of the Federal Government on the economy. 

It is one place where )'Uu add it altogethert the income and outgo. 

and you determine what the overall impact on the economy is. That 

is reaUy the only purpose of.a unified budget. 1'0 that extent, the 

impact on the economy is what the underlying deficit numbers.

show them to be. 

I understand the Ctlneem that Senators have that when we talk 

about a baJance budget, we are including trust fund balances in. 

that ciUeulation, even though everyone knows those balances are 

not available to finance other parts of the budget. I think that is 

a valid concern, '.' , 

j What it says to us is that as we move toward a balanced budget> 

even then we can't assume that all of our prob~ems are solved; that 

there are other challenges facing us out past the year :WOO that are 

generational, caused in large part by my generation, that we are . 

going to have to deal with. '. 


So that. getting to a. balanced budget is our interim goal•. but our 

Jonger·tenn goal is to have a national economy, to have a national 

budget. that meeta all of our neoos and is consi5tent with a strong

and grOWing economy, . 


Senator DOMENICI. ! don't have any further questions, and I real~ 

ly want to compliment you. 1 would guess and my intuition tells 

me you will be an excel1ent OMS director.·1 want to be helpful. 


Mr, RAINES. Thank y()u. " 

Senator DOMENlCI. r very much want to repeat that I don't: ex~ 


pect very much in terms of what I am' a.'1king for, but I believe if ./ 
an administration is going to take a 6-ycor discretionary budget ... 
that Republicans put together and ten the American 'people that if 

~ 

the sum total of those years of caps are effective for Republicans .~and, therefore, they can 00 blamed for the cuts that occur, ! believe 
it is fair that the President of the United States tell us how much 
he must cut to get to balance in SOme way that is comparable. I ~ don't ask for anythin~ different. I jOust ask that they tell.us over 
that same period (If time What wi! that triggered' budget cost in ' 

~.~ - If-cuts in any way that they want to describe.it, '. . 
What they have done that is interasting is they have said edu. 111~ 

"~~Iention will not be cut, no matter what it. says. So you put that in I"going -out, and they My this account will be cut, so it is 'going up, 1 • 
but then they don't want to take the blame for how much those ,; 
others will be cu.t by letting their particular ~epartment head say, . I; 

, t.uh..oh t we don't Intend" to cut veterans, we wIlI.take that up yenr 
by time. Wen, at SOme point, that cannot be the right answer, and 

.i 
Iii 


you understand this qUickly, I see, by your demeanor that you un
derstand, and I believe we should just get officially what those per

~ " 
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centagcs wiH be. Then we will all be gung ho to have you part of 
this budget team. 

Mr. RAINES. Thank you, .. 
Senator DOMENICI. I have no further questiOrul. 

Mr. RAINES. Thank you, Senator, 


OPENING STATEMENT OF SENATOR LIEBERMAN 
Senator LrRBERMAN. Thank you, 'Senator Domenici. . 
Mr, Rain-es. 1 am sorry 1 am late getting here, but I am gli\d I 

came by because I witnessed it and heard you in dialogue with 
Senator Domenici. Thera is nobody who understands the Federal 
budget in the Senate better than the Senatl)r fron\ New Mexico. 
llnd he eon be a little tough sometimes. I don't know if ycru had no
ticed that, but he is very fair. The fact tlutt at the conclusion he 
said he t.hought you would be a good OMB director and he looked 
forward to working with you, 1 think. is about the highest com
pliment you could get at this time.

If I might say so as no.t exactly a dispassionate observer. I think 
if the two of you work together, it will be good for the country as 
well. . 

1 prohably should leave my remarks for that, allowing yuu to con· 
dude wis' experience on Ii high. 1 do have a couple of questions re
lating to the DOD budget that 1 would nke to submit to you for 
the r~cord, but I do hope we can all work together in light of, one, 
your extraordinary experience in the public and private sectors 
and, two, the real need as we come to the end of this administra
tion, a time of transition either to a new administration or to a &ec~ 
ond Clinton administration. There is a real need to have somebody
fun time at the helm of OMB as soon as possihle. So [ hope we can 
make that happen. ' I thank you for your willingness at what I know is considerable 
expense to come back into the public sector and sen'e your country, 
and t. too, look forward to working wiUl you, . 

Thank you.
Mr. RAiNES. Thank you.

Senator DOMENlCl. Thank you very much. 

We stand in recess until tomorrow. Uthere are any written'que5~ 

tion5, we wiIlleave them open, then, until tomorrow. 
Thank you. '{'hank you, Mr, Raines. 
Mr. RAINES. Thank you, Senator. . 
[Whereupon, at 4:52 p.m., the Co~mittef! adjourned.} 

·APPEND IX 


'PREPARED S1'ATEME."IT OF SENATOR COCHRAN 


Mr. Rainea. I am gla'd W 5ee)"DI1 here tOOa,. bef~ the Gr.lVemnlental Affairs Com-
 ImiUee. . . , 
I believe the President made a wise ~ in ~Iecting yrrU In head thllt Office of 


Manl'l.~ment and BuugQt. From QUT me<?ting and from your re1ipons.e-s to the Cum. 

mitwe s qUlmtioos, I can tell YQU have spent a good deal (1( fuoo thinking about tM 

15lllUCfl t'1:!lated In the management side of the job. That part (if tha Directorll job IS 

many times forgotten by all exrept the Memool'1! (1( this Committee, which have w 

nddreillS thee management issuu. I wllliook forward to tha opportunity'to work 

with ytlU f)fl management reform, particularly fmancial and BCCounting roform, I be

lieve your a!tpertiae gained in the private seeter will he ext.nunely helpful., 


t would also Ilk! to addmlS Hie budget aide of tli() job. 'l'hrOt.lih the hulaneed 
budget debate of 1811t year, it Will clear !.hat the Congretilonal Budget Office (CBO,
.and the Offiec of Management and Budget (OMB) wen!! not (Ill the $lillie page. The. 
budget debate turned fro;r;n foeu~ing on pOlley find Il'oending ~angftl needed to l1lacil 
n 7 year btlllI.tIeed bud.t, kJ disagnement. Feg;artting teclnriCQl tKOI1O:mil1 I!$I!Umj'r 
thm$ used by tBO and OMS in the formula~!on of !.he two budgrl!J, 

I would hope that liS CtiUg':fflSB c:t>ntinuen to W('IU towards Il 6 ye.ar BalrmC!'!<l Budg
et UlfOugh the Budget Re«i:nciliatillo proc:eB$, eBO and OMB will both uS<.! OOIl~erv· 
ntive eeonomlc rumumplioos in order to make u.ny budJeet pian rnGre crmlihle. The 
Pre!lldeut and the CtingTe$ll agreed this year w enact legislation to acllieve Il bal· 
anced budget no later than the year 2002 using the most recent eo:momie and tech· 
nical QS!;umptionll' of ceo" I would hope thst as OMB DinoetQr you would be willing 
to tontinue to work under this 8.~nt. , 

A.IJ a m.ember or th~ Appropriations Committee, i have serious OO~tns about the 
I.President'll diseretiouaty bud~t. Many of the cuts in the President's bltdg~ al'(l 

back lmufed. The tough decisltln are j'rut off' fur aooUler dflY, It tnakeli little' sense 
for the CongmlS to increase funding and (reate a largu j:il'Ognlm infrastrocture, if 
the pt'Cgnu::ls are going to he cut in half or eliminated in just a few years. 1 hope ,\that as OMB Direetor you will work with the Secnrtarie~ and others to give to the 
Congl'Cu and the AppropriotloruJ Committee a much m1)OO roalliltic view of wbat \ I programs the President will and will not suppOrt. We need a better gonse of the Ad

mini,tration's priorities if we an' to do our job fur the American J'I"':Ople. 


Thank you fOr coming, I Itpprt!clate .roor wltlingues3 to eerve in eovernment, and 

J look forward to working with )'Qu jn th" future on II wide range uf lB!!lJErS. 


ANSWERS TO QUESTIONS ~OM SENATOR COHEN 

J, DQ you beli~ that agencies should be' eompelled' to demOlliltrSw thot thsy 

have ana!y~ fmd restructured the way thll'y do bu,iness befure spending money 

un technolt>gy wh!eh ou\.Olttate. existing ,,~? ' . .' . 
 ,

A. Agencies a~ ~coou:ntabJ~ fo'r delivering IIII~' that' p~tlee mission- ' ;.
relawd results lind 1 understnnd that OMB is re:sponsible for hotdlng them 

I!;t'.COUntahle. i beliew the lofwmation Tecil!lology Mon~emeot J:tei1.1tln Act 

(lTMRA) app-ropriaU'lly <!mph~ agency resporuribilitiatl in thi, context 

by establishing a strong volre within eadl ae-ern:y to be advocate of intel· 

ligent use of IT-the ilgenl.')' chief information oirlCErr,(CIO). Undet ITMRA.; 

the era J:w.coroell the proponent of the Btrawgil: view before investn:icnts are 
made by asking three important'ques~a: Shouh:lthe guven:u:nent bo pet_.
ihrmitlg this functittn; or, can it be ptivlltiz.ed'! Can ~er .ncy,perfiitltl 
the function? Hd tim pitK:ea9 to be ~upported'been ro-engineered'? In other· 

. . ;.). :(93),1;/-:7. " :,:;.·i-:.. ··1:·;:·..',<.':"·· ,. : 

http:ptivlltiz.ed
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Wtlrds, ~ncies shollld fhQ.11l OJl. reengineering haw the work ill being done, 
even asking whether the work tleOOs t.o be donI'! at all Of cart,be done better 
by flCtneone else. Only Rf\er completing theM' an.lyee. ahoukl llgeociell (:On
aider IT'at:qui$lUon st\'8tegijffl, Of CQI.ln;e, there will be situations where 
lIhort-tenn inves;troents are required 1.0 assure that tWat.lng iT systemS 00il 
t.inue to support an ongoing miltSicn. I expoct; the number of lueb ooscs to 
decline 8lJ lJOund capital plnnnlnc beeomN the norm in Federal agencies. 

2. The ITMRA requires that IT investment. ha_ a me/l#Umble. positive return 
On investment. SMuki agenciu h~ to demona'\7ate to OMS and ~iI that 
their IT investments are e:rpeded to produce miasiGl'l-oriented QQSt Of' p<>l-fonrHmce 
improvements before these rr ~ffi$ are funded? Will you requim ngencies to 
identify measurable performance obj~ e.g., reducing the time it takes tG per
form If, partiwlar function, measut1lbly improving pt'Odnetivlty, or producing hard 
dollar savings? What, in your vi_. is the best. way tc ensure that l'fhIRA manage
ment reforms TeJJultl; in me8$1.lfahle «»It or performance improve.meo.m, not just pa. 
peTWllrk (iT p:uceduml eh~? 

A. It ill my undel'lltnnding that OMS staff An! mvising their guidanoo to 
agencies to help implemeo'\- ITM~ OMB a:tait has dew.fu:ped a revision, 
known a. Part 3 (Pla.nnine> ~ing, and Alquisititm nf Fi.:w:! Anm), to 
OMS CirwJar A-l1 to enl!t'>uragl'l agencidl t/) ooruitlCt a C&piW planning 
process for rued assets, inclru:Hng infurrnfltil'ln t«hnology systems. Part of 
the purpQ!H! Qf thmm nwlllioos is W tategrate reoqui«>.menta to measure the 
perC(lrmanoe of fu;ed nsaettl so that agtmciell are not required to ~spond to 
lie-veral different rtlqUUUl for similar typell of inforrnatl!:m. Far rurnrnple, the 
Gevenunent Performance and Result.. Ad (GPRAJ requires agencies to re
law the acquisition of MSets too the performance of agency missions. The 
ITMRA requires- that the perfOl"1l'l1IDct of large IT systems be tr~ked. "fhe 
Federal Aequisition Stnmmlioing Act (PASA V) roquire. agencies to develop 
perfOrnlflne1! meMUf'Il$ for all procurementa And to track them. Circular A_ 
130 discusses ilie aM for plaaning (or information technology as dQe& 
OMB'9 Fill:ed Assets Bulletin. 

Part 3 will ask agencie!l for a single submission of information about the 
justifiClition ror and performatloo of their pl'tlposOO major IT systems. OMS 
tleti[!;'ls me,ior syabem. as th(ffj(l that require spet:ial management attention 
.because of their importance to an age.nq mis.<l.ioa; their hlgh development, 
uperaUng, or mal:ntenanee costs; or their 5igniIil:ant role in the admlnistra
tron of .gent}' progrnms, f'manees. property, or otl}er reaoun:es. 

Another gonl of Part 3 hns ,*n 1.0 assum that the information OMB co!
te('bl i.$ d~ from toform.ation that iu useful to the ngenciu. It is my \In_ 
dentandin;g that the partieipation by Sgf'.Dq and GAO representatives in 
the devekopment of Part 3 has helped OMB develop a more workabkt proc
ess of data oollocticn, I bElievl!' that this will provide a sound basis for re· 
form apd emphasis 01'1 ~ull.& in IT aytItema munagemeol.. 

it In your view, what should OMB do to foster and improve the gOvt'..rnment.wide 
and tgeney managemtlt)t of inihTmstion tecluml(lg'y? What ineeutivu-both rewards 
end penal~wi1l be most dectiva in encouraging agencies to eomply with 
JTMRA? How would you balsOC:e OMS owrmght with agency autonomy? 

A. I understand OMS is putting In place a number cf mechanism. to im· 
p~ infoTmation tecilnalogymanagement. First. the interagency groupe 
establillhed by Eu;::utive Order No. 1.'1011, "Federal lnf0rnt9tion Tech· 
nology," am upeeted to play a ml\iar role. The Chief InfonMtlttn Ofl:icers 
Council will be the principal forum to improve agency pnu;tices on such " 
mattef'8 M the design, modernization, use, &b.arin~ and performance of 
ageney information te:!OUrct\S, The GovemIMnt Infortllation T~nol~ 
S~(f!!S Boom will provide opportunities for tross-agern:y ~tion In 

using information resources to support cemmen operatrona! al'e$' Imd to 
develop shared intergQVernm~ntal resources and infonnation infrastructure 
services, and will JUak& t1.'oolniIlendations regarding' Wcl:1nlce.1 standard, to 
be adopted gI,Nemment·wide. The lnfonnation Technology Resources Board 
will advioo agendes and OMB regarding the devel(>pment, acquisition and 
management (lr major information systems. A major goal of this struct:ure 
is to facilitatll'l both agenr:y autonomy regarding Information tecimoiogy 
m.nagemelH and dreetive over$ight by OMB in a cemptementary manner. 
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Seconrl, 1 undffNltand that OM.13 intends to evalUate agency information 

resource!!! 1Illlllagement practiam and prngrams: and, as part of the annual 

budget proceaa, aoalne, track tuld evaluate the risks and results of major 

capillll investments tor information sys~ID.9. Using the budget proresa will. 

pmvide iBO!lntjvNI ror thooo .ncifl:lJ that demonstrate that particular levels 

of invClltroent can 00 expected to yield identifiable benefits. and will serve 

ICI n disi.nee.ntJve to thOse s,geneiCl!:9 that cannot ahow that ·capital invoot. 

menta ill their infunnation oystflms Are 1IU'.b.leving the result4 intended, Ulti. 

mately, the ineentiw: lllUlilt be i:mfrov~ mis;;klll penOl'manee, and a ree

ocnllillll of that improvement by al intero;ted parties. 

. ". Do you 1'!Enln that ~hern noods to be B strong Iiilk between the ~rnent 

and acquisition of infQnnaU6n technology QPd the bnd~t proce2$? How WtNId y{)U 

eh.ange the budmrl, ~ proeees to 8O,!I,)mmodate the ITM:RA focu~ (In mllrururablt!

nR\lfu? .. . 

trMRA f"rge:5 11nM betw**n infu.r:tnlltwn todnu;logy man~nt and ac

quisitmn and'the budget proeess. f believe that the budget ~ prwides 

the npportunily to engage the agencies in 1'1 dialogue early enough in the 

life (If a project tc haVe an effeet On its direction. Recently released PW"t 

3 cf Ci«:ular A-U roqulrna a~e:5 to provide a summary of fiud ~t 

!iQIoisitiontl, tfwtir full <:cst and tM expected return on investment. to evalu

ate .1'II~mati:ve ao:rumtions. 1'I."ld to'provide 1'1 justification fur the "Iertcd
acquisition. , 

5. How do ,on think SUCCle$aful implementation of ITMRA will complement imple•. 

mentation of other cr'itkal mana~ment reform initiatives luth M the Chief Fl!l.lll).


·eilll Om~rs Ad and the Government. Per!onnam:e and Re:sult4 Act? 

A, Part 2: of om (.'ireulllr A-l1, Preparotwn ami Submission (ifStMUllgic 

Pla».$. published Septl.'ruber 1995, requires agencies to p1'epate and "bmit 

no ageney 9trategic plan that describes. how 8ll agency will achieve ita ml1Jo

sioa and what goals it h~ to achl2Ve. . . 

Part :1 of OMS Cireular A-ll, Pla~. Budgeting, cnd A(t[IlUtitilUl (J(

Fixed A".«ls, .~IlLly published to address the need fer the managetllent 

of lilted 81Iset acquiSitions, including majo-r IT investments tics the obj$e. 

tives of ITMRJ\ to the budget process. Part 3 iacludes compQmmb! cf the 

reporting re<!uirement.B of the ero Act, GPRA, FASA V, and !TMRA by re

quiring agencies 1.0 report the impaet of full funding of fiJ:oo asBets, inelud. 

Ing infurnu.ltion technolggy, lind tg develop a fi,;ed asset plan. 


S. All J1.l11 lire sware, ITMRA estsbliahes agen!:), CTOB. In YOllr vi~J_how impor_ 
tant is it for the ClOa ttl be patt of the &enio-r management team? What balance i ~ 
of technlenl luwwleodge and skills venus the am(!Un~ of management I!xj)eniseshou!d CIOa have'? I, 

A, It is very important for the elO to be part of the lIl!'nior management 

team. Each Agency head js expected to "Iecl a CIO 1.0 ensure the ctrectiV(! 

Acquisitl<¥n and tne of IT .and to cany out ~ agency'a iniOrrnalif.lu reo 

S(\unes ma:rIAg-eme.nt responsibiIiHe:&. While the org'llni:eatioMI plaooment of 

the CI0 is to be determined by the agency head, the pers:cn Beleeted shauld 

report to th~ agclUY head directly. and not through anotbct oirIdll1. It may 

be more efiiciellt in some agenci~ ror th0 om to wark OD a daily !m!lis with 

the Chief Operating Ofiirer of the ~ney. M Iell( 8.Il it is dear that the cm 

has direct m::cet.B to the ag<mcy beaU whenever th0 cm deems that appro

priate. The CIO should actively particiPate, with the lIgt:!nq hflld and othru' . 

lWniot agency officials, in planning and budgetiDg.delibErat.ioUII, IIUpport or 

WOrk ~ redMign in lI1M.5 being <:unaidtired for IT inveutment, and tM 

de1Mlopment cf information tachnology P¥9fr1llt1 JX»iOf'WUlce: lIle.Atlums. 


The CIO ubould have ~lve kl:xl:wlt!dge of l.'OJ)(epts, trends, and tech

nkal issues lIuch as inrormation re!lQUl"tes managwnent, ')'lItemll aoquilli

tiun, and Software deve1opInent. The ClO .hould have the n~tI1Inry kiiowl

edge or infortntltron mtenls capabilities w adri~ the agf!nQ' hrntd and "n
 
lor program manage"" on the potential cf infcrmatmu techoology tc C«!iste

w 


IUlW program objeetivl'.11 find advi;le them 1m tho ~Wd rille And tech. 

niques for minimizing those risks. tnUmately. manapment es::periem:e is 


.more important than technical knt)wle~. but a vision or teclu:iokgy as a 
atrategic tnol is essential t& a crO'll Wcce&a. 

" 

http:objeetivl'.11
http:ma:rIAg-eme.nt
http:iniOrrnalif.lu
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ANS~ERS TO QUESTIONS FROM SENATOR LEVIN 

Procurement and Acquisition Policy 
The Office of Management and Budget plays a key role in establishing govern

ment-wide procurement and acquisition policy through the Office of Federal Pro- . 
curement Policy. and through the budget process. The Competition in Contracting 
Act provides the statutory foundation for the Federal procurement process, requir
ing full and open competition (or government contracts with only limited exceptions. 

a. Do you agree that competition in government contracting is necessary not only 
to obtain low prices, but also to avoid favoritillm ... nd tonflkt of intere5t, and to pro
vide all offerora with a fair chance to compete for government contracts? 

A. Yes. The Administration is committed to a procurement system finnly 
rooted in <XImpetition and impartiality and to the success of a bipartisan ef
fort to rely less on bureaucracy and more on streamlined, customer-oriented 
practices. Many of the recently enacted reforms-including the ability to 
apply siml.llified 8{lurce selection procedures to a larger range of commercial 
item acqillsitions and the general authority to implement oompetition in a 
manner consistent with the need to fulfill efficiently the government's re
quirements-will provide agencies with the tools needed to realize the same 
types of lower costs, higher quality, and greater innovation routinely se
cured by private firms that take maximum advantage of the vigorous com
petitive forces of the commercial marketplace. 

b. Do you support the statutory standard of "full and open competition,- with its 
objective of malDtaining a !evel playing field for all offerors? 

A. Yes. As you know, the Administration has remained committed to pre
serving the full and open access that has become a hallmark of our Federal 
procurement system. The reBSon is simple: the vigorous competition that 
comes with giving all-responsible souroea an opportunity to participate can 
translate into better prices and higher qUality. The main challen~e of our 
recent reform efforts has been to ensure that the benefits of competition can 
be reaped more efficiently so that agencies can carry out their missions in 
a more timely and effective manner. Together, we have made great strides 
in meeting this challenge and I look forward to working witt. you to build 
upon this important progress. We need to oontinue to work to ensure the 
openness and allow the streamlining that will enable agencies to deliver the 
value owed to our taxpayers. . 

c. Will the Office of Management and Budget, under your direction, work to en
sure that contracts continue to be awarded on the basis of full and open competition, 
except in the limited circumstances pe~itted by statute? 

A. Yes. We must strive not to avoid Competition, but to take advantage 
of its many benefits in a more effective and efficient manner. This has been, 
and should continue to be, a major goal of our procurement reform efforts. 

2. In the last Congress, this Committee held hearings on contract off-Ioading-a
practice by which Federal agencies have sought to avoid competition and contract. 
oversight requirements by entering contracts throu~h other agencies. Because nei
ther agency accepts full responsibility for negotiating and administering the con
tract, off-loads have resulted in considerable waste and inefficiency. Do you agree 
that it is important to assign clear lines of responsibility to avoid abuses in inter
agency contracting and that OMB h8ll a special role to play. in this area because 
of the involvement of multiple agencies? _ - ._ 

A. It is important to make sure there are clear lines of responsibility for 
intersgency acquisitions, Improvements in thst direction have recently been 
incorporated in the Federal Acauisition Regulation as a result of the Fed
eral Acquisition Streamlining A.ct of 1994. For example, the regulations' 

. have been revised to improve provisions governing the exercise of Economy 
Act authority for Federal agencies to purchase goods and services under 
contracts entered into or administered by other agencies. For instance, the 
new regulations prescribe that appropriate contracting officials of the order
ing agency approve in advance purchases entered into or administered by
another agency. . ,- . . 

OMB h8ll a role to play because of the involvement of multiple agencies. 
For example, section 5112{e) of the Information Technology Management 
Reform Act encourages interagency acquisitions of information technology, 
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subject to appropriate management controls. Properly managed, these con

tracta can leverage the government's buying power in a dynamic market, 

permit agencies to choose from a broad variety of current technology offer
10gB, and reduce overhead and transaction costs to the government as < a
whole. 

3. Congress and the Administration have worked closely together in recent yean 

to streamline'procedures for purchasing commercial products and to encourage the 

use of such products in place of government-unique products. The.Feder.-.J Acquisi

tion Stre:m:lining Ad of 1994 and the Federal AcqUIsition Reform Act of 1996 ex_ 

empted commercial item procurements from a broad range of.statutory require

ments, including the Truth in Negotiations Act (TINA) and the Cost Accounting 

Standards (CAS). However, many products purchased by Federal agencies are 

unique to the government and cannot be purchased· commercially, Many of these 

products are purchased under sole:soun:e contracts in which the final price depends 


. on 	the costs incurred by the COntractor. Do you agree that statutory requirements
such as TINA and CAS still have an important role to play in protecting the tax
payers' interest in sole-source purchases of government-unique products? . 

A. Yes. However, I hope that in the future the itfencies will flOd less and 

less need to make purchases on a sole-soutl::ll;! basIS. For example, the De

partment of Defense is working very hard to limit the use of militazy speci

fications in favor of commercial standards. The goal is to allow companies 

to 'use the same design and rroduction processes for their militazy work as 

they do for their commercia work. As we move closer to an integrated in

dustrial base serving both commercial and government needs, we should 

see an increase in the categories of producbl and services where competitive

forces operate to ensure reasonable prices .. _, 

Regulation ami Dispute ResolutulTI , . 

4. The Senate Governmental MainI Committee is spearheading efforts to reau
thorize the Negotiated Rulemaking Act and Administrative Dispute Resolution Act, 
two laws which promote innoVative efforts by Federal agencies to develop regula
tions and resolve dispute without courtroom battles. President Clinton has promoted
both laws through executive orders encouraging greater agency use of these ap
proaches. If reauthorized, both laws may call on OMB to take action, including 
eliminating red tape in the establishment of negotiated rulemaking committees, and 
possibly overseeing development of Federal policy on the use of binding arbitration. 

a. What priority would you place as OMB Director on' encoura~ng agency use'of 
negotiated rulemaking and alternative diapute resolution methods. 

. A. I am very comfortable with the Administration's current policies con

I 
,cerning both regulatory negotiation and alternative dispute resolution ,


(ADR). &th procedures can have enormous potential in the right instances. 

As President Clinton recognized in E.O ..12866: "Each agency also is di

rected to explore and, where appropriate, use consensual mechanisms for 

developing regulations, including negotiated rulemaking" {section 6 (a». My 

general approach would be of support for all types of consensual procedures, 


b. In your view, how does agency use of negotiated rulemaking affect OMB's role _ 
in overseeing the development of Federal rules? Should om give added deference _ 
to proposed rules that have been developed using this proCess and which enjoy 
broad support among all the parties interested in the rule? .. 

A. A regulatory proposal that has beeJi developed as,a result of negotiated . 
rulemaking and thatel:\ioys broad-support among all the parties interested 
in the rule deserves special deference as long as it is consistent with broad 
F~eral policies and the specific concerns of other agencies. . 

c. Do you think it is constitutional and useful for Federal agencies to have the 
option of agreeinr; to use binding arbitration to reaolve certain disputes, such as 
those that do not IDvolve significant policy questions? 	 . 

A. As to whether it is constitutional for Federal siencies to have the op
tion of agreeing to use binding arbitration to reaolve certain disputes, I 
have been informed that the Justice Department's Office of Legal Counsel 
(OLC) issued a fonnal opinion in September 1995 on this subject, which 
concluded that there is no general constitutional impediment to the vol
untary use of binding arbitration by Federal agencies. If confirmed as OMB' 
Director, I would defer to OLC's views on this constitutional issue. . .'."

:; ~;~(~-
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M to whether binding nrbitration would be uHful for Federal ~ncie8~ 
I thlrok thut the 8~ would depend <:m the part.ieuJn:r circum!ltltllCa 01 
cadi kind of dispute. Not all dieputM between privnte partica IU'¥!! resotvod 
fJ1rous:h bindiDg arbitration, and I 'Wt)uld lIupprn;a that the Aame would I:wld 
true for di~w involving the Federal goVernment. For emmph:, whereas 
binding arbitntion 'WtIUld appear to be Uaeful fur f'e$Olving disputea of fact, 
it 'W1)uld not appear to be appropriate to.r reoolving disputes over the propri
ety ofa Federal poliey. 

5. 10 March 1997, culminating an a-year State·Federal effort to Rtandardhe Stau. 
water quelily protection, (()f'the Gt(lnt Lakes, the &.at.e-$ hordMing the Gtiral ~ 
are ~uired to !«1opt waw quality standards, entidegradation policies and imple
menUlI.lOD pr~dures consistent wllh Federal Gf*#t Lakes Water ('.rl.IidarK1l! issued 
by EPA h~ IS95. If a State failA tc moot the dll.l\dline or adoptS inooosistent 1!tand
aros, policie$ or procedures, EPA lI> required to imp<tH the appro~riate porticmS of 
the guidan«: upon that Sta.te. The suecesil of thhl unique State-Federal {»lrl.nel'$hip 
I.G sttengthel'l Great Lakes prot.ect.iOIl$ while leveling the regulatory' plsyi:ug field 
within the rqion will depend upon etTfIoCtive Fedeml efl'urtl! to ensure State compli" 
ant";(', What role, jf MY, Would you envision OMS playing in this matter? 

A. OMB, through 01RA. revi~ the Notice of ProjXlEled Rulem6king aDd 
thfl> final rule nferred to as the Grellt Lakes Water Quplity GuidMce. Hav
ing fulfilled ib! responsibiLiues for I"IlgVlatnry ~i.ew Under E,O. 12866, nei
ther OMB nor OIRA bnve IlDY dirtlCt role in the impleroent.fluoll of tha pro
gram al\er prvmulgatWll uf the rule. 

, 
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A.ftJ'wu t1I QftJtioIl. &v. Seutff U.be...... 

Q. 	 1a the Ddioo.w --. as IlOI:Illitmro ill my tIpItl!rq:: ~ &rid IItJ 10vividly 
IUghli~ by tho:: ~ bco!btn&. of our IroO!l ~ it! $.Iudl A.~ we ..., 
~ fllueWa;ly ~ that our $creme ~ am pnOOtIes I!tt bciIIt: roeufll'l:d 
on \hi! ~ t!.:rmJ. DoD, u wdI It ... iIJ!he ~ h&v'I bea! 100 tied lei 
~nina yearly:iJxmnlmt:ll clwlgn 10 put Dd~ IJudp4 t'lIIher IhIni ••1dtI¥ ~ 
~=tal~ 'um'luo:s&iOM tbcm wIat _fun:.;_~1oc!i:: lib giwn 
~ ihat have.xQm:d IIiaee dx di~ ohM Soviet Unkm. W!:iu <:an OMS do 
to help'n betkr \rII1lorour ~budtla to thci ~ """ II1'II &l:iDg7 

A. 	 TMomC'¢or~andB~ 'M>Iks ~ lheOtpanmeru bfOehmt. the 
National Sfl:llril)' CouDill ~~~ qitoeie:l16 enwre tbIIl ~~'. 
~ailllW11fn!qyU~IO~evoM.ntmillt/ll'y~ ru~t:oow,
OMD·, pri:Mty role in !his",pM U w c:mun: th:rt t'undini: is "wi!ath 10 p~_ 
~:miIitary:l!nl1e$,Y I"'W ...d in the f'Im.n. 

n", ~idenl'l 1m *femc lMIiet, ~ OIl tilt Bottom-Up ~and Future 
Yee" ~PW!., providts fo~ It'vtb.na ~~ to ~ 11111 kno»rnw 
~ed chn.I. The ~~~tb,~'$ o;:ommitmen\ to etUurc full wpport 
fbi n=N"-tmn millW'y ~ biglllr:vdt of tralnln&. &l¥I quality etll1e ~ 
~~i$1It~ high Iowcls. mel lbebudgn~. "wlcfmiliUlt)'
Inlnme and eaptttl,lliy t!UII bMprot'lttI ~ each time ow!oten __ deployed..

• 
'f'hf Pm:idmt', budilrt IAA:>~~raf{~ iDflaJiotI}1\.mI:lUI& fblthc 
d~IIl(""",,1IJld ad~-ru&btbf~md~ 'flIIS will allow 
{ortbe ~ofD<!l' mill~ ~IItlhemd'Drlbt~ wbm the ""'ITmt 
~~~ed [on' 1~pt.;uwmI md _ ~Io;.i<::a b¢coolc: .mribb!!:. 

OMS <:Omlnnn Ie btl deepiy In\'OlyW in the ~', ftf<:ll'tJ ttl ~ IhIIt lbe" 
dcf':1U1J mw:gyad ~ pmperly fottr$onlhrllab (lithe Port.cow W/liIIIft. TQ 
IIwtnd. OMS playa ~adi... role in two key~y~ , 

The I'll$; is ttl! Wlual joint remw ofdtf¢n:te ~ IIJld the Ihfmse ~ 
TbojciM !'tt"kw ...ithln Dd'rose ~ dMI bccb t«m~"t ft'¥iewof 
r.he do:faI$Ii: ~ by ~~ wilhln tbe Executiw Office- nfthe p,gjdcDt. 
The ttVi¢w involvc:a OMS,the Office of Ibt S«:maty o!t:>e!mi!Ic. eb& Military 
~md till! J.)da"., ~ OMBpsrtIi;l]llll:r:<ttI. •.n l¢'\'dscfllit 
joim ~, from worklna StOUpS 10 Ibc Ddimse ~BoMd. 

TIle ~ Is the ~~ ltd b)' the Nttional Securll,Y Ccuscll.. 'Tbb 
proem f~tm~lhreeBi¢.... ~f~~ 
opmItions. amHe!m0sM.,~}. OMB~lt~I~of 
the proce$.'I to~ IIW ~ttIiI:Ieh~&M1hIIt~ <:an boio 
..... aniW!le quitkly mhigb priority til'Orb. 

Ii 


http:It'vtb.na
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An.....t tl() ~il'ft rna ~ St!O"l"elUl 

SeMIOI' tbompam b;s uUdOAO \t;I gatbet \nfunn$lOIl for th~ ClllMIitlft \1n theQ. 	
implero~of~veOrdocr lll66hy 1M Offia:u!ItI..~cnd~' 
AfJ':t!n. T'!Itttitl~bo~ 1hM GAO ilMi ~~ Ih:: InlOmlatiomlhcy 
Me.! in .limdy 1llIUOO'. 

tt)'Oll. aM ~ 1Oo'OlU1d !Q\1 be ~ T<I bdp ~ltI! lbit IMlttt1 ".lJcI: ~I<I You 
deti~ a ecoucl penon wOO wwld be mponsiblc!bt ~m GAO's Ilt'eIJ.$ aod 
work!Ilt with ttl: Q,mm.i~ $IA/fl 	 . 

I 'UIl4<::mand \lw; lhe Om«. "rlnfbtms!iom d R~I')' Amoin (0l1tA) ill worm, ' A. 
eloiltly wld! GAO $I4ff to provioko b ~II&y ne:tld to ~ In So!uator 
~'S~ lft.L"tI~lwill~lha1dJb~i<m~ I 
Iho ~ IhsI: tM 0lRA DepuIy Adm~ it d= COll~ pc;nron rt:I;!)OIm1>k &.r 
~\na to GA0'1 ~ and 9IQikin; wiIh 1hiI CQm:mltte¢l mft 

,-"."",~~~,.~-
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ilnIttd.511irm.5cnatt 
..:l:""'!;o:::.-=:,. 	 ~QH.I 

W~De - 
.. ;' JV:1Y~29, ',UrHj'\ . ': 

. ,, ,_C' " 
Fr",nkl1n D: ltb!n.'" 
Vt{."" ch!!ll'C111llft 0 ',. _ 

Foo"r"l If.ttlonAl K'ntgoq"'J\s.oc:i,,thm'
3900 Vl~con.lQ Avenu., N.V. 
lii&JIJ\1ngi:<lI'l, D.C. :li0016 

o.ar )fr. iI.ina." 

1 Oppreclot. VQ~ willlngnese to ecc~Qd4t~ our h$ctlc 
.o~dule,dorlng the contlrm.tion proc.... I WQ~ld lIke to take 

. thie OppO~t~lty to ask fo~ Y4Ur vIew. on 1~1.1.tlon I .. 
• pon_oring th.t wo~ld e.slgn e new resPQft#lbllity to the Plr.etor 
of the O!tJc. of Mall~q+sent And Sqd~.t 10Ka} .. 

I have amended the 4pprDpr10tlon& ~lll oovering OKs to .ak. 
OKs ~'OPOn~lh~. ,fOT providing Conq~e.8 with a regylatoEY 
4CCo~ntLnq ateteaent e.tl-.tillq ~he e~14Llve onnu41 ~o.t. &ftd 
benefits ot F&der41 r.gylatQ~ progr.... In addlt10n, OkS wovld 
~ ~aeperuJtble for an &8J!"'414ted report tbat W'CIuId analyze the 
1~et of Pederal ~le4 on the pTlv~t4 4.ctor, St.t. ond local 
SOVQcn=ent, and the Paderal 90vern=ant. Fln~lly, OKS would otter 
'n'~lldsti01\iII to Congreu to reforlll or el1c1Mca ir~latory 
(lI:Qq.rIU:l.~ 01: proqr411l el.-nte that. ar. not e Sound, 11.8 ot n4.t1Q\U1l 
ntSU'lrc'ltS. .... 1 ..... $ure you know, _nl' p;riYat.. nqulawry
etudi•• h4ve be.n done, .nd, the oftice ot rnto~tlon and 
iI~14tQry AH4ire has been r<tq'Uicad t= QVU' 15 ye4" to anllllY*'. 
~ne eoat$'and benefit. ot a1qnlfleant rul.e. 

I belIeve tb4t Congre.a and, the publIc have 4 I:lqht to know 

4bollt Ute ~!'I.f1ta aM !:ntI:<jOIlS' of r.-guhJ;;Qry prQqrllCl.$, 1 "ho 

ball.ve that eueh info~tl~n t. erucl4! tor .u~nd =anAg.msnt, a 

qoaJ t u! ill'lU~. yo\! lI~re" - 1'1••11.. 1st 11m know You:!" vl.... a Oll t.hla 

p~Qvi.lD~ at your earl,s.t cQrt~ntanca. 


liit.l! beet whhell • 

. ~~. 
CIu1UIUUl 

tfle1<:l.lIre 

http:p~Qvi.lD
http:Vl~con.lQ
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Calendar No. 510 
104T5 CONGRESS H "R 3756 

2l) SESSrOt' ~ •• 

[_iVo. '_30j 

IN THE SENATE 011' THl'J UNITED STATES 

.lULl" :la, 1596 

Rooeived; .Md boiee and ~tTed to tho Committee on AppropriAtllmll 


Jm.T 23, 1996 

. Reported hiMr. Stmt.aY, with e.tnendmenta 
(o..:.h tlI.:pArt Itt'IIdr; ~ lIM imrt:ri: u.. put prim..t "" twlc) • 

AN ACT 

Ma~ appropriations for the fuasu.:ry Depart.ment,. the 

United States: Postal Service, the Exeeutive Office or' 

the President, and eerUl.in Independent .Agencies, (or the 

fiscal year ending September 30, 1997. and for other 
pUrposes. 

! B. it enackd by. the S....t. and H""" of llepnos.... 

2 ti""" 
. 
of u.. thlited. Stat", of Am4ric4 in C<mgrw: a.,,,mwled, 

3 ~ the ton~ Sums are appropriated, out of any 

4 money in the T:reasnr:r not otherwise aPpropriated. for. the 

5 Treasury Department, the Unit«! States Postol _e, 
6 the Executive Office of the" President, 8Dd certain Inde-

'103 

134 

SEl1. 644. (a) IN (}""ERA:t..-8ecti<m 202(aj of till< 

2 99; United .Stat" Code, is amended by slriking "$10,()(J() 

,3 a year" a~ ~n.serting "$30,00() a yC(ir'~, 

4 (b) EFFECTll1l DAIE.-'Sub!ecti<m (a) sJw.U taiu> tiffsd 

5. at the beginning of tM """' ap"licabIs pay peri<>d begi,..'. 
6 'Ii"!} aft.,. u.. dat. af the _/ of/his &l. . 

SEC> 645. ·REGUu:rtJRY l1~u~.-{a) .I~ GRN~r,::. 8- EllAL,-No l.aier,t1w.1'I 8eptembtr ao, 1997, ~he DirtcWr of . 	 .' 

. 1 9 the Office of M.Mgemen/ _ Budgd sJw.U submit to the 

10 Ocngress an ~ing statement that e.mmat6.t the cumu

II laiiw ct)$ts and benefits of~~~ms. 
. 12' . (0) NOTJCE.-The Dine/or sJw.U",...;a. p1d>lic.1Wtice 

13 and -an cppo:tutt1.ty to com~ on the aocoimtmg ~e-. 
14 mmt _ rcparl. u";'" subs_ (eJ. 

15 (e) MSOOW'ED REPORT.-T/u; Director sJw.U ""';"it 

16 tuith the .MCQUnting statement an associated 1"trpO'I't tJwt 

17 s"aIl cont<1i~ (d <1 minimum

18 . (1) aMly';' of u.. din!d_ i'ldi.w impact. of 

19 FedBrnl rtde.s on u.. pritJo/. 'see/or, 8tate and Weal 

·20 	 govenl'ment. aM the·Pe.deral ~tj '" 

21 (2) islimatt.1 of u.. cOst: and I>m<ifils ofeach ".... 
. 

22 thc.t' is likely /0 hc.w a fl'03I ...;,.... tiffsd on u..' 
23 """""'Y of $100,0iJi),000 or"';" m ~ cas!$; 

• 

24 and 

"., : 

Em,," as -

http:cppo:tutt1.ty
http:eerUl.in
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13. 

1 (3) ~timt.i ftiim tke Dired", ...apub

2 lit comments to niform or eliminat6 any Pedera1. 1'tfJ~ 

3 tddt""Y progrom or program element tlJat is Ineffi

4
L-.-

ciim.t Ur is not 4
' 
~ use ofnationaL rt'$I)UfUS. 

'"TITLE VII--SUPPLEMENTAL APPROPRIATIONS 

6 AND RESCISSIONS FOR THE FISCAL YEAR. 

1 ENDING SEP'rEMEER 30, 1996 

8 ~UREAD,OF ALcoHOL, TOBACCO AND FiREARMs 
" 9 BAf,ARIES AND E.XPlilNSBS 

.For 'an additionn1 amount for "Salaries and Ex~' 

J 1 penses~' to be used in connection with investigations of 
, '. - . 

12 arson at religious institutions, $12,011,000, available 

13 upon enactment ofthls Act and to temain"available ~til 

14 expended. 

lm'E""AU REvENUE SERvICE 

J6 IN'FORMATION SYSTEMS 

17 (RESCTsSION) 

18 or the funds mad~ AvailabJe under this heading ler 

19 ~ Systems Mede:mizatieft in Public La.w 104-=-52, 

$12,911,999 $16,500,000 are rescinded, 

21 _bE VIII, ADDITIONAL GENERAL 

2:2 PliIOI'l.SIONll 

23 _ ~ _ ~!he I\mdo epp"priol,d 1>y;lHe_ 

24 aM!J. &e 6·..~ie tie pay fl)' ~ t&; M' i&.l'6O." the 

ad~.~eMe3 tit _~eft 'Wttft; MY heehft 

26 ~~ t.lte FederaJ HftPktyees Be9kh l!!e!!e6~ t'~. 
. tm.S7MSS 
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Calendar No. 510 
l04nt CONGRESS} , It&roRl' 

SENATE2dS~rioll 
, , , { 104-330 .. 

",' TREASURY, POSTAL SERV1CE"AND GENERAL 

GOVERNMENT APPROPRIATION BILL, 1997 


" .,.."-' \'" '.. 

.Jtti.T 23, 1996.~ to be printed 

," ;'.... , "~" 

" 

. '" c,.. ... .,' -.;,' ;:.."'~ 
Mr. SHELBY, from the Com.mi~ an 'Appropriations, :;>;.1,: .•" 

,', '. submitted'the:following'" ~;;,,~: ,-'.;".' ,..'~' :',: 
, "- '-. ~' •• ,. 0'.-: ""(';'" ,." :,.::,~': ~,: '; 

",' '.; :, .~. ;';' '·,r<:; '" 
"'REPORT", 

", ."; 

(1'0. a..eornpUl)' KR. 37S6] 

The Committee'on Appropriatioos, to which was. referred the bill 

(Ra 3156) making appropriations fOT the Treasuiy Department, 

the United States PO$tai Service, the Exeeuti......,. Office of the Presi-. 

dent. and certain 'Independent Ageneies·for the fIScal year ending. 

September 30, 1997, and fcr'ath-ar pUt'JXHI". reports- the anme to' 

the Senate With amendments,and r~m.m.endS that the'hill-as

amended dQ pass. . ~ . 

Amount of bill as passed by Ho'use ..: .....••••. , ..:..::, ..•:- $23,213,250,000' 

Amount of bill as reported to the SenatE!' ::.;: ... '""•.... 23,487,761,000 


. Amount-of estllnat.e ........... " ............. " ....... : ... :.:.... " .... , 24,845.757,000 
The.bill as repcrted to the Senate: . ' " "" 

Ahove the appropriations provided in 1996 ... : - ' .. 3~4.007,OOO 
Below the estimates fol' 1991 ,,,,,,, .. :~:",.,:........ ;;' " 1.357,996,000 
~ the House bill .... : ........ ""::.. :;..~~:;:...:: ... ;.:.:.). 274.511,000. 

...... m 

'" 

I 
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. tars, retteation ass«iaUons, and profesaicnal associations be-fore 
Oilvernment agencies. 

Secti<ln 633 amends the disabled child. survivor prtlgtal:!l of thl! 

civil semc:e retirement s,Xstem. and health benefits provisions by al· 

lowing benefits which had been t.erm.inated beeause of the marriage 

of'the child if that child divon::es. 


Seetion 634 allows Federal employees invduntariiy separated to 

utilize W"iused annual ieave toward mefftinr minimum age and 

service requirements, thereby qualifying such employee for imme~ 

diate annuity. 


Section G35 defines the te:rms ~niot'" official fot' purposes of the 

Office of Government Ethics Act Qf 1996. 


Section 636 grants authority for Federal CWvernment agencies to 

pay a portior'!. of the professional liability i.nsurance costs incurred 

by certain. of their employees. . 


Section.639 allows the National Archives and Records /u:{minis

tration to reCQup up to 50 percent or recycling savings of the Fed» 

era! Register during ealendar year 1996. . 

. Sedlor. 640 requins executive branch agencies to utilize the Pri.~ •vale set:tor to raview :.md ana.iy2e, issues subject to title LI of the 


National Defense Authorization Act. of 1996. 

Seeti{m 641 authorizes appropriations fOr the Merit Systems Pro

tection Board. _ . 

Section 642 authorizes appropriations for the Office of Special 


Counsel.. _ _ , . 

Section 643 makes technical modifications to the National Com~ 


mission on Restructuring the Internal Itevenue Servi<;e, 

Section 644 allows (or e pay rais~ (or the U, S. Postal Servite 


Board of Governors, 

Section 645 requires the Office- of Management and Budget to dG 


an a~ounting statement and a.ssociated no:port on the cumulative 

. costs and ~nefits of :federal ~latory programs, The Federal 
Government must be more. sensitlve to the rising regulatory bur~ 
den;now estimated to CO$t the Nation about $600.000,000,000 an~ 
nua1!y-over $6,000 for the average American household.. The OMB 
must provide the public with notice and an opportunity to comment 
On the draft ae-eounting statemant. and report before the ~p¢rts are
submitted to Congress. Regulatory {"o!::ts and benefits Slhould be 
quantified to the extent feasible and, where <1pplicable,' should be 
based on most 'plausible estimates. Ml'st of the n~ed lnfOfTllation 
is already available to the OMB. Executive Order 12886 requites 
cost-benefit analyisis or significant rules, and private studies are 
available. 

,Ii,
, 1 10'1 • 

,<II' 
,.; 

.>I'f' 
fRANKLIN D. ltAINES 

A~.t 1, it94 \ 
~e Honorable Ted Ste~ns 
Chairsraneo=mLttee on Gove~~tal ~!!airs 
united State& Senate 
WalJhipgton, p.c: 2Q510-6,250 

!Deal: Kr. Chllir:an' 
r BpprBciate your effor~e co.eo=plete vor~ on ~y 


rrolllination pri{;lr 1;.0 the Auquut recess and au bappy to 

tau this opport\Wity tb r ••pond to your letUx of 


J\lly 29, "UI$. 


In y{;lU% letter. you asked ~or RY views on your 

IIIJ1iE1nd:l\ent to the 19'97 ttlf.asury}l'osta1 Service 

ApproprLations bill, a.a. 375', Section 645,

'M~latory ~tinq.· It ¢alla ror tne 0Ka boX
Director to isaue"a report no later than sept•• 
1991 ~eaeriblnq the ~ul.tive CQSt$ and benefJt& o~ 
Federal rlil'iJUlatery procrr'''u, tt1or>9 with an analysis of 

t;he dire<:rt: .no;!. indirect Illlplloct4 o~ Ted.er,d rules and 

~sti'CUlOtIlU1 Qt U\8 ben.afi~ and cosu of" 1l"14iyi4ua1, 

rulee likely to have. 4n. annual 9rQa. effect on the 

eeono~y at $lOO.OOQ.O~O o~ more. 

AS II nOl:tirt4e for the posit-itm ot OMS OirtctO:r. youon
\/ilt app:reciat-e that I am not ,.ctt in the pollitic to

a~k {or th~ A~inistration CQnC*rning specJfi

leqialative proposals. Speaking ~eonallY. I enare 

YQur conearrlll tor the nead to unde"'stand ~tter, in 

quantit-lltive t'Ofl:.s, ~~ bc!'I1II:1te aM :OIQst.l!l of !,1Oll~l

regulation. ! also sha~e your 90a1 ot developing

better ws~ to ~easur. these benetite and costa both 

in ~ulative ter=# and tor spacific rcqulatians. 


:U: cQntit1!led, 'l.veleoll'CI the OPPQ:rtunity to york· 

\/ith you to develop an ttpproprlaU :;ethod.oloqy tor 

_asurinoJ th~se ~tita (livi eocts. However, I 

understand th4t prClparing such a report 1Overnment

wide is ~r. difticult than it may ~ppoar. ~ara are a 

MIQOWlIC:ONSlN,.",pruC.N.W••'/I'~.o.c.llOQl'.Iec:w~.1O 

http:I'~.o.c.llOQl'.Iec:w~.1O
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nu=her of methodotD9ical issues involved for ~hlch "'" ..~; ,-,' 


experts in the field continua to seek solutions. In 

addition, auch a coaprahansive analysis would 'bs , ':
.,
costly and time-conBu~inq to prepars. astore I ecmmit j~ , 
to suppo~tinq specific lsgiBlative lanquaqe, I ~uld -.' '. 
want to uiscuss these iDportant issu.s with you. ,y' 

r thank you for your requeat tor Dy views, and I 
',' 

, 
, 

look forward to working ~ith you. 
~:,~,':)"'"

Sincerely, r 
I 
,'; ,:, , ' 


" 
',I,' ~ 
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Franklin O. Raines' 0' 
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NOMINATION OF ALICE M. RIVLIN. TO BE DI
. RECTOR, OFFICE OF MANAGEMEN'l' AND 
BOOG~ . 

TUESDAY, SEPTEMBER 27, 1994 

U.S. SENATE, 
COMMI'M1<;E ON GoVERNMENTAL AFFAIRS, 

Washington, DC . 
. The Committee met, pursuant to notice. at 9:33 a,m., in room 

S0-342, Dirksen Senate Office Building, Hon, John Glenn, Chair~ 
man of the Committee, presiding. . . 

Present: Senators Glenn, Levin, Pryor. Akaka, Dorgan, Roth, 
Stevens, and Bennett. 'I Staff Present..: Doris Clanton, David Plocher, Mark Goldstein, and 1 . Deborah Cohen (Senator Glenn);, Susanne Marshall, Joan WoodI, ward. and John Mercer (Senator l"tOth). 

OPENING STATEMENT OF CHAIRMAN GLENN 
Chairman GLR.l.,lN, The hearing wilJ be in order. Good morning. 
Toduy, the Committee un Governmental Affairs meets to consider 

the nomination of Dr. Alice Riviin. to be Director of the Office of 
Management and Budget.. Dr, Rivlin, of course, has been aeting. 
OMH Director since last summer when OMB Director Leon Panetta 
.became White House Chief of Staff. Previously she served admjra~ 
bly as OMB Deputy Director, a position for which this Committee 
approved her nomination in January 1993. Dr. Rivlin is no strang~ 
er to this Committee. the Governmental Affairs Committee, and 
has appeared before the Committee to testify on a number of occa~\ 
~~. " 

I have mentioned many times that, in my opinion; the Director 
of OMB has the seiXJ"nd most im~rtant job ~n government, second 
only w the Pre8:ident, and I don t think I overstate that at aU. It 
doesn't always get the attention it deserves, but it is OMS where 
all the government decisions how to implement the, policies of tho 

. President and the mandates of Congress, and so ont rome together, 

. The one spot where they are put into' budget ,fOrm that reflects our 
priorities is OMB. . . 

I 


The direction of resources and jfflrsonnel t6 implement govern~ 

ment programs are all put to~ether right there, so it is during tight·

fiscal times that this OMB direction ooromes even more important 

as budgets are squeezed and personnel are cut. OMB's role be

mmes critical" to ensuring that the fundamental 'missions of" the 

Federal Government are not e-ndtu:'gered. ' 


(1) 

i 
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This is a. 	 role 1 am convinced Dr. Rivlin will play very well. As 
Deputy Director. and now Acling Director, Dr, Rivlin has been i~ti· 
mate1y involved with the many decisions needed to cut "pendmg
and cut the budIJct deficit, and at the same time maintain quaHty 
government serVl/;;ea on which aU Americana rely. 

Dr, Rivlin's extensive knowledge of budget issues comes also 
from her tenure in the 1970's as the very first Director of the Con
gressional Budget. Office. She put the whul!:: thing wgl1ther. She 
bnilt that agency's reputation for quality and for independence, 

Dr. Rivlin in her new job has hL"T work cut out for her, as J am 
Sure she is already very much aware. In addition to the many
daunting budget issues she must ronfeo,nt, Dr. Rivlin also must 
focus on important management issues, something that this Com~. 
mittee has talked about and done a lot of work on through the 
years.

The management iSf;ues in OMB-we have talked about them in 
a half-joking way as the "M" standing for j'moribund" rather than 
"management," and a number of other little jeke.'l- about it. But it 
is no joke, Management. in government has got to receive u' high
priority. ' . 

I must say that while these issues are too often ignored, OMB 
now has the tools it noods to make real strides in this area, and 
I beJieve to a large extent because of the activiiies of this Commit~ 
tee. Federal agency financial management capabilities have been 
very weak, hut the 1990 CWef Financial Officers Act created agen
cy CFO's, an OMB Controller, and requiremen~" for concrete' re
form. 

You know, it is just very hard to believe that nnW 1990 we bad 
no requirement in the Federal Government to dQ n bottom·line 
audit every ~ar of every department and Agency to see how thinl{s 
were going-not until 1990. That is what the CIi'O Act did. 'flus 
Committee worked a long time with OM13, with Chuck Darman 
and wi.th Chuck Bowsher, the Comptroller General of the General 
Accounting Office, Ilnd put that bili through. We are finding that 
what we thought at the time was very true, We estimate n<¥W that 
it is going to take some 5 to 7 years of continual effort in p.ach de-
partment to really get auditable stutement.') that, in busin€'ss. 
would be the tXlunterpart of Ii certified audit at the end of every 
year. That is how far out of whack we have been, But we now have 
some of the too1s. 

Agency information systems and paperwork requirements slow 
efficiency and burden the public, but the Paperwork Reduction Act, 
which we are wurking to reauthorize and we hope to get through
hefore the end of this Congress. gives OMB's Office of lnformation 
and Regulatory Affairs the responsibility to strengthen sYl'ltems 
and to cut red tape. 

Our just~passed procurement refQrm legislation, whieh was a 
major victory for this Committee and the National Performanoo Re
view, wiU depend for its implementation on the leadership of 
OMBjs Office of l<~ederal Procurement PoHcy. 

The Governmant Pel'fonnance and Results Act depends on OMS 
to help agencies develop dependable perfonnanre measures and in
tegrate them into program planning and resource decisions. Sen~ 
ator Roth, our ranking minority member, has advocated these re

forms for many, many years on· this Commit~ and was n key
player in getting the legislation through. 

The inspectors general. too, look to OMB for guidance and sup
port. J think these figures are rather amazing: 16,282 suecessful

i 	 proset:Utions last year, the disaHowance of over $2 billion in que&

tioned costs, and the reoovery of over $800 million in criminal cases 

in fiscal year 1992 alO'ne. Helping to maintain tht, int.egrity and 

independence of IU's is an important job for OMB. 


i 
\ 1 might add as an aside, I was interested in seeing these things 

at the UN, also. We worked with Madeline Albright \lP there, and 
J was glad to see the UN in$tituting just recently a UN Inspector 
General. I think this will restore Dlot of confidence in the UN.

I With these tools, all of which this Committee has had a role in 
creating, the -~'M" i.n OMB should be effective. This goal is now 
highlighted anew by Dr, Rivlin's leadership in the OMS reorganiza~ 
tion plan caned OMB 2000. which integrates many of the manage-. 
ment and budget functions of the agency, 

Now. I am cautiously optimistic rot' this. as I see it, somewhat 
nsky plan, I generally prefer 1.0 see tight, centralized management
that can exercise concentrated direction and guidance. Current 
OMB policy puts some of the all too sCarcc management personnel 
o.ut into the budget officeR with the newly combined offices, to be 
called resou.rce management offices. I sincerely hope it works and 
I want to see us do everything we can to make this work success
fully, _. 

In any event, I look forward to working with Dr. Rlvlin to make 
OMB and the entire Federal Government more effective and cffiw 
cient. More than ever before, the American pubJic is watching how 
we spend their money. and the credibilily of the government hangs
in the balance. 	 '. 

As I mentioned at her first nomination hearing before this Com~ 
mittee in .January 1993, I am particularly pleased that Pre..~ident 
Clinton has nominated her to be OMB Ditoctor because, as I said 
then and still believe. Dr. Riviin unden.1.ands the magnitude of our 

. problems and the urgency for finding solutions. . 
For the record, Committee rules require than an inqui~ be con

ducted into a nomincc's experience. qualifications, suitability. and 
integrity. I want to ackn<¥Wledge Dr. Rivlin's cooperation in provid· 
ing the necessary information for the Committee to complete its in
vestigation. . 

The Committee has received fTom the nominee financial state- .. 
ments, as well ·as detailed information on her educational back
ground. employment. record~ and professional achievements, In ad. 
ditioll, Dr. Rivlin has responded in writing to a number of preheat'~ 
ing questions submitted by the Committee concerning the duties 
and responsibilities of the OMB Director's position. 

Copies of the biographical information and preheating responsea
will be placed in the record as part of this hearing and are avail. 
able upon request .. 

The financial statements are availab1e for inspection by the· pub
lic in the Committee offioo. 

Committee investigators have also examined the financial disclo.
sure reports submitted by the Office of Government Ethics to en
sure that no conflicts of interest are present. Finally, I should note ... 



4 5 


that Senatur Roth and t. as the Committe~s Chairman and rank~ 
ing minority member, have reviewed the FBI background investiga~ 
tion report and all other pertinent matters on Dr" Riviin. 

With that said, I want to welcome Dr, Rivlin to OUT hearing this 
morning. I know of no opposition to her nomination, and we will 
work toward -getting her eonfirrned as OMH Director just as soon 
as we possibly can get it through, 

Senator Roth, 

OPEl''ING S1'ATF'.MENT OF SENATOR ROTH 
Senator Ron-r. It is indeed a pleasure to welcome Dr. Rivlin and 

to congratulate her on her nomination to be the new Director uf the 
Office of Management and Budget. . 

Dr. Rivlin, I -am sure, as you hear the qucstiuD.S f that you wiU 
find out this Committee i.s as interested in the "M" as it is in the 
"B" side of your ageney. As the Chainnan and I have both repeat... 
edly underscored in recent years, we are particularly sensitive 't9 
management issues because of the natural tendency to be pre~ 
'Occupied with budget issues. 

I think it is fair to say that there has been progress in righting 
this imbalance, starting with the previous administration and con~ 
tinuing in the current administration. However, I will be very 
much interested in hearing your explanation of the OMB 2000 or
ganization. . 

I know that the administration has been a strong supporter of 
my Government Performance and Results Act. In fact, Dr. Rivlin's 
predecessor, Leon Panetta, referred to it as the foundation for 
reinventing government. I am under the impression that Dr. Rivlin 
is at least equally as enthusiastic about this new law and tha.t you 
have focused much of r.our attention on its implementation. I hope 
that you will share W1th us today your thoughts on why you fool 

. its successful implementation is important to improving the Fed~ 
eral Government nnd what your plan.s are to make sure that hap
pens. 

In that regard, I WaR pleased to see your recent instructions to 
Fedcral agen·des on how to prepare their upcoming budget submis
sions and your emphasis on the need for performance goals to jug... 
tify those requests. . 

Now, the Act requirea that in fiscal year 1998 and 1999 there be 
. pilot projects in program performance budgeting, and it sounds like 
OMB is already making some movement in that direction" so I hope 
we can hear your thou¢!ts on this subject. I believe that.a more _ 
formal and systematic linkage must be developed between program 
bud$ets and expeeted results, if we are ever to have any hope of 
achIeving a government that works better and costs less. 

A key element in more efficient government lies with the enact
ment of the' Federal Acquisition Streamlining Act, and I think. 
OMB has a tremendous cha!ienge and opportunity with respect to 
implementing this legislation. I am especially. interested in the ac
qUisition management reforms in the areas Qf developing and meet. 
ing agency to~Jevel goals, establishing a system of performance in~ 
centives, and developing a Tesults~oriented acquisition process. 

Much hilS boon written about the an~ electorate that ·is frus- . 
trated with government. Their frustra~on should be no snrpri!!e. 

Government is a bad value: People are required 1;0 buy their guv
ernment. By law, they must· pay their taxes. What do they get in 
return? Government. that is bJoat.ed, disurganized, unaccountabJe, 
and Ttimoved. .,' 

Wholesale ehangc needs to be made, and-I think my Performance 
Guals Act was only the beginning. We need to do more. We need 
to reinvent Federalism, as our distinguished. nominee has pTe~ 
viou~ly suggested, $0 that there are distinct lines of accountability 
fOT the many divisions of Government. 

You may recall, Dr. Riviin, when you were here before us at the 
ooginning of this adminib1:ration I underscored and emphasized the 
importance that I attached to having distinct lines of accountability 
and why I thought this administration had a unique opportunity 
to do something about that. So we wiJl be interested in your com
ments on that. . 

We also need to reinvent the executive branch by reorganizing it 
from top to bottom to prepare for the 21st century. Some depart
ments nood to be merged with others, some need to be divided, and. 
others perhaps abolished. J have ·long advocated such reform and 
was gladdened by the administration'R brief interest last year in. 
launching such an effort, as I was saddened by. their waning enthu~ 
siasm after this Committee reported legislation: . 

In the meantime, government continues to provide bad value, its 
quality has declined as its price has lisAn, and it definitely needs 
an overhaul. Dr. Rivlin, 1 think you are one of the handful of pw. 
ple in town who understands this, and I am plcused that you will 
be t.he next Director of OMB. I would hope that you would U~ this 
central office as a catalyst for this much-needed overhaul of govern
ment. 

Thank you. Mr. Chairman, 
Chairman GLENN. Thank you,

i Senator Stevens. 
t 

OPENING STATEMENT OF SENATOR STEVENS 

$enator STEVENS. Mr. Chairman; I note that our colleague would 
like to introduce Dr. Rivlin, and I dO' hope to have the chance to 
have some questions diree1.ed at Alice. We are pleased to see you
here. . 
. I don't" know about reinventing government, Senator Roth. I 
would like to BOO us reinstate some of the things that we used to 
do through the old Bureau of the Budget that I thought had a very . 
salutary impact. on not only the cost of government., hut the effi~ 
dency of government, and that.~as the power, of the now' OMB to 
coordinate activities of the various agencies so that they did not 

.cause each other to incur increased expense and delay activities 
that the Congress: has mandated and, what is more. cause severe 

$ - unemployment in the coun'try as variollS Federal agencies fight 
, with one another in public, ,It seems to me that this is the main 

area today that needs to be given attention by OMB, and I hope 
\ to have some time to give you some questions: in that regard,

Thank you. 
Chairman GLENN. Thank you.., 
Senator Dorgan. 

,J 
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OPENING STATEMENT OF SENATOR DOIWAN 

Senator DORGAN. Dr, Riviin; I am pleased to support your nomi~ 
nation. I think you are eminently wen qualified and I think ;you 
will do a wonderful job. You have served our country with di$tinc~ 
tion over the past 3 deeades. . 

I must go to the Senate floor, 1 am speakins at 10 o'cloclt very 
, briefly. and then I hope to get back. If the heanng is still going on, 

I want to ask some questions about the Federal Reserve Board. 
Today. as you know, the Federal Reserve Board meets once again. 
It has increased interest rates 5 times in 1 months. It has in~ 
-creased the cost of financing the national debt over the next 5 
years by somewhere between $110 to $130 biUion. 

It will have taken back. in secret, with no publi<: debate, no hear~ 
ings, no thoughtful policy discussion among the American people, 
about one-fifth of everything that was done last year in the $500 
bHlion deficit reduction package. . 
,1 have great misgivinj.{s about what the Fooernl Reserve Board 

is doing in monetary policy. The Fed is pulting its foot on the brake 
to try to slow this economy down at exactly the time when there 
is no credible evidence of inflation on the horizon and at cxnctly the 
time when we desperately need more economic growth, not less, 

So I aln hoping to get back in time to ask you some questions 
about that, -But in any eveI'LL, this is a nomination that! am very 
pleased to support, and 1 think, if confirmed> you will serve our 
(,"Uunlry weH as OMB Director. 

Chairman GLENN. Thank you, Senator Dorgan. 
W(: are honored to have Senator Ulvin here to inirOOut:e our 

nominee this morning, one of the most active members ofthls Com~ 
mitlee. Carl, do you want to proceed? 

TESTIMONY OF HON. CARL LEVIN. U.S. SENATOR FROM THE 
.STATE OF MlClllGAN 

Senator LEVIN. Thank YOUy Mr, Chairman and members of the 
. Committee. It was <lnly 20 months ago that this Committee unani* 
mously endorsed Dr. RivHn's nomina.tion to become Deputy to Leon 
Panetta, and together they have done a superb job at OMS. I can 
think of no better qualified candidate to succeed Leon Panetta than 
Alice Rivlin. . 

Alice Rivlin has devoted her life to public service. In the 1960's, 
she served in the administration of President Juhnwn 8B Assistant 
Secretary for Planning and Evaluation at the then Department of 
Health, Education, and Welfare. From 1975 to 1983. she served as 
the first Director of the CQngressi<lual Bud~et Office, and deserves 
much of the credit for the great respeet which the eBO commands 
today. Her nonpartisan, professional, ca11·iMike-you~see-it style set 
that new office on the right C<.lurse. 

Immediately prior to her current position, Dr, Rivlin served as· 
the Hirst professor of public policy at George Mason Univel'Sity, 
and was long associated with the Brookings Institution. 

. She ha.. been a steadfast supporter- of deficit reduction thr(lugh~ 
out her long and distinguished career. 1n part, beeausc: of the ef
forts uf Leon Panetta and Alice Rivlin, for the first time since the 
administration of Harry Truman we will see a. deficit reduction for 
3 years in a row, . 

I 


, 

I 
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At OMS, t am pleased to note we have now seen a more reliable 
analysis in the presentation of budget estimates to the President. 
Too often, OMB'l.'I projection5 have been so rosy and unreal that 
they lacked credibility. Deficits turned out in the end to be tens of 
billions morcl and in one case over $100 billion more than the eati
mate..<t that had boon provided by the OMB. The OMS is nQw call· 

.ing them straight. The deficit estimate L"! t.lJ.e President's budget for 
1994 appears, if anything, to be too high, so there are no smoke 
and mirrors: HILyTnOre.; . . 

Alice Rivlin has been, as well, a strong voice in this administraw 
tion fOT the "M" in OMB. As a matter of fact. her middle initial is 
"'M." Mr, Chairman, you and Senator Roth and Senator Stevens, 
and I think just about all of the members of this Committee, have 
pointed out that we have put too much focus on the ":An and not 
enough on the UM," This administration haa made an. important 
start, with the National Performance Rt.,"View led by Vice President 
Gore, and I know that ~ice Rivlin in running the OMB will ensure 

. that those successes will continue. 
So 1 am proud again, as I had the opportunity 20 months ago, 

to present Alice Rivlin to this Committee and reeornmend strongly 
what you all have indicated will be forthcoming shortly, her conw 
·firmation. . 

Chairman GLENN. 'l'hank you, Senator Le~in, Thank you· very 
much. 

Ms. Rivlin-AHee Management Rivlin. I guess you are going to 
be known as from now on"':""'as you arc aware, this has to be sworn 
testimony, so if you will rise, please? Do you swear the tR.stimony 
you arc about to give is th{1 truth, the whole truth and nothing but 
the truth, so help you God'l 

Ms. RrVUN. I do. 
Chairman GLENN, Ms. Ri.vlin, there are several required ques

tions we have of aU nominees HILd I would ask those now . 
Is there anything that you are aware of jn your background that 

might present a conflict of interest with the duties of the office to 
which you have nominated? 

Ms. RIVLIN, No, there is not. 
Chairman GLENN. Do you know of any reason, personal or other

wise, that would in any way prevent you from fully and honorably 
discharging the responsibilities of the .office to which ·you have been 
nominated? . . 

Ms. Rrvl..fN. No, J do not.. . 
Chairman GLENN, .If confirmed, do you agree, without reservit· 

tion, to nppear and to testify before any duly constituted commit~. 
of the Congress? ~ . 

Ms. RlvLrn. Yes. I do, Mr. 'Chairman. " 
Chairman GLENN'. Thanl( you very much. We would entertain 

any upeni!lg statement that you might wish to make before we gel 
to the questions. . ' 

Ms. RtvLIN, l..et me just say a few things and then I would be 
delighted to answer any questions that you have, 

http:Rrvl..fN
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TESTIMONY OF ALlCE RlVLlN. TO BE DIRECTOR, OFFICE OF 
. MANAGEMI<NT AND BUDGET 

Ms. R1VLlN. I am very pleased to be back before this Committee 
20 months after my last confirmation hearing. Those 20 months 
bave been an excellent training course for being the Director of 
OMB. Not oruy did I have the opportunity to work with the unusu
aUy energetic and knowledgea6fe Leon Panetta, but during that 
time I alsu functioned nt timas as both the IJeputy and in f".ifecl; the 
Deputy for Management. both before Phil Lader came and during 
the approximately 8 montha between Phil Lader and the recent 
confirmation nf John Koskinen. 

That expenence has reinforced a view I have held for a very long 
time that the central job of tbe Office qf Management and Budget 
is helping the President manage the gov~mHrient"s ~..sOUTC¥.8 more 
effectively. I don't believe that is an ancillary job. I believe the 
n)ain job of the Office of Management and Budgd is helping· man
age resuurces more effectively, . ' 

In the past, I believe the popular view WM that the main job was 
allocation of resources, or budgeting, and that. oh. by the way, the 
gov-ernmE'nt ought to be managed better. But those days are over. 
Managing the government's resoun::es better ia, as they say, job 
one . 
. The Clinton administration has put enormous emphasis on man~ 

agement nnd performance, The National Performance Review, 
under the leadership of the Vice President and with the strong sup
port of the President has been central to our program. 

The National Perlormance Review created the President's Man· 
agement Council, a very able group, which I wns privileged to chair 
for quitfl a few months. That grouP. com:{'rised of the Chief Operat
ing Officers of each of the major agencres, has been digging into 
management problems. They have been, working on streamlining 
the government and on rt!structuring their departmentt;, 

Those are nice words) but I am here to lell you it is really hap
pening. They are hard actions; they are unglamorous actions, They 
don't make the papers. They sometimes make the peopJe that have 
to carry them out appear hard-hearted, but we are realJy changing 
how government departments operate, how they are structured. 
and improving their effectiveness in theproeess. 

Now, streamlining may have been a Clinton-Gore idea that came 
out of the National Performance Review but it wits the Congress 
that put it in the law. We now must perlorm, APt we move into the 
1996 budget cycle. we will reaUy be dealing simultaneously and 
interactively with two budgets; the budget for doUars and the budg~ 
et for people. We are committed~and it is in the law, as you know, 
to downsizing the government 272,000 people. We have got to 
figure out how we are going to 0 that and make the govemment 
not only cost less, but work better. 

This focus on management, foreed on us by the Jack of resources, 
has made us extremely appreciative of the work of this Committee 
over the last few yearS. This Committee apparently figured ont 
some years ago that this day would come, a day when a President 
had to focus on managi0r. This Committee gave us the tools. espe~ 
cially the Chief Financla Officers Act, to which you have referr-M, 
the Government Performance and Results Act, more rea-.ntly pnr 

eurement reform, and other__pie<:cs of legislatiun. The Paperwork 
Reduction ACt is important. This set of tools :is what is enabling us 
to tarry this: mission forward: 

I have had tIm privilege of <:hairing the Chief l<"i.nancial Officers 
· Council. 'I'his is also a very able group of people working hard to_ 
improve financial management across the government. We are not 
there yet, As you said, Mr. Ch:airman, it is going to take a number 
of years of hard work. but we are making JlJ'ogro?FS. 
. It 1S pretty basic and elementary to know how the money if; being 

spent, to have an audit trail that can be traced, and systems up 
and running that will supply financial information to those who 
need it· quickly, The government is on the track to accomplishing 
that. ,
'I have long felt that the government paid inadequate attention 

to the performimC(f of its programs. that we didn't have good ways 
and weren't trying hard enongh to measure what we were buying 
for the taxpayer's dollar. Senator Roth and I have talked about this , 	 subject for more years than probably either 'of us would like to., . admit.

• 	 I think that if J had come into OMB without the GPRA, I would 
have been trying to focus attentiot). on performance, But, very for~ 
tunately, the GPRA is alre-ady law. It makes it much easier for the 

'OMB Director to be able to say to the staff and to the agencies not 
only would it be important for you to produce performance informa
tion, but you must. It is the law. We must perform over,the next 
several years in accordance with the Government Performance and 
Results Act and we had better stort now, 

GPRA, it seems to me, is a very well designed law, Even those 
of us who cared deeply about perfonnanee measurement recognized 
a danger in implementing a pt,-"I'formanec measurement and budget
ing system too quickly. The result would have been an overloading 
of the system with measures and paperwork that would sink under 
its own weight, as the PPBS system did in the 1960's, 

The GPRA law is better designed than that. It starts with pilots. 
It takes a reasonable length of time to get these difficult measures 

, in place and to educate the agencies, OMS, and the Cungr-ess about 
the importance of performance. 

As Senator Roth said. the maln requirements of GPRA come into 
effect in future budget years, in 1998 and 1999. In this budget 
cycle that we are going into (1996)t however. we will be emphasiz.. 

· ing performance measures in our director's review and in our pres
entations to the President. , 

One word about OMB 2000. AB Leon Panetta and 1 came in and" 
recognized_ the crucial importance of management. we perceived 

· that the management function in OMB was there but too often sep~ 
arate from the rest of the operation. !t W81I, in a sonse, a kind of 
stepchild, So we set about looking at the organization of OMB and 
changing it to make management central to the" job of the whole 
organization. 

We created the resource management offices, gave them respon
sibility for working with the statutory management offices to im
plement management changes in performance measurement, 
streamlining. financial management, procurement, and infonnatlon 
management. The statutory offices, we believe, playa. very impor~ 

-i 
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tant function, but they hnve to be Rtrengthened by having the 
whole tlrgnnization working on implementing the policies that they
are in cllarge of formulating.

How is this working? Well 80 far I believe it is working remark
ably well, but the proof will be as we move through the next budget 
cycle. We have haa intem;:ive training of the resource management 
offices in their new jooo. We have just had a very successful work
shop or dialog that involved the entire OMB staff focused on how 
we win carry out our m~ion in Rtreamlining :md in performance 
measurement as we move through this budget cycle. 

At the agencies, the OMB staff and the White House staff are all 
beginning to recognize that we are serious about performance and 
management. This is going to be a different kind of budget cycle, 
and as we move through it, I hope I can come back and report to 
you how it has gone. Hut 1 can promise you that no one ",ill neglect 
management issues in thjs budget cycle from the beginning.to the' 
end. The President wm have in front of him as much information 
as we can muster about how the government is performing its job. 

Thank you. 

BIOGRAPHICAL AND FINANCIAL INFOR.\1ATION 
FOR ALICE MITCHELL RTVLIN 

A. BrOORAPHlCA!. [NFORMA.TION 

1. Naill";: Hnclude any former names used.) 

AliN\' Mitchell ffivlin 

Maid~n name: Goorgianna Alice MiU:hell 


2. Position to which nominated: 

Diterlor, U.S. OffICe of Management and Booget 


:t Date of rwmi:uatioo; 

September 16, 1994. 


4. Addm;.s: (List current plare of residenr::e and office addres.~.) 

Residence: 2838 Chesterfield Place, N.W. WashineWn, D,C. 20008 

OIT}CC: Office of Menagement and Blldg~t Room ~2, Old Executive Olflce Bidg. 


Washington. D.C, 20503 , 
5. Dete and place of birth: . 


March 4. 1931; Philadelphia. p£nm;ylv$1lla 


U. Marital status: {Include malden name of wife or hw;rnutd's nama.} 

Married; Sidney Graham Winter 


1. Names and ages ofchildreo: . 

Daughter. Catharine AIn't Rivlin, 37, ' 

Son:;;: Allan Mikhell Rivlin. 35; Douglas Gray fUvlio, 31 


8. Education: List !>e<:Ondcry and higher ooucat«>n lnstitutiou, daW:t atwndoo, 
degree reeeived aud date degree grant«!. 

Rnddiffe CQllege. 1953-57; Ph.D. in Economic>, 1953; M.A. io FA;Dnomics. les5 
Bryn Mawr O>llege, 194H2; llA. in Economics, 1952 
Madeira School, 1944-46, 1947-4S; High School DiplQUtu, 1948 
Univen;ity High School, Bloomington. Indiana, 1946-47, ,! 9. Employment record: Ust all jobs held sinoo mlWge. induding the title ot dtr 

suiptioD Qfjob, name 11'1' employer, location of wtlrk, aod dates of empwymeni. I 
1I93-Present: Deputy Dj~r Office oJ Management & Budget 
1/92-1193: Hirst Professor of PUblic PolitY f':oIl!)rge Muon Univm;ity, Fairfu, 

I, 
I 
I 

. VA {on leave firOQkingll lnstituuun) 

1987-lI!t3: Sen)!)r f'ellew, Economic Studies Brooklng, lnditlltion. Washiogton,


D.C. (on leave of absence 11921 

Spring Semester 19'88: Visiting Professor John F. Kennedy S(:hool of ~rn


ffiellt,. Harva~ Univerllity, cambridge, MA 

1983-87~ Diretwr, Eo:mQrnic Studif'.II, BJ1.lokil\g1i lr\stitution, Washingthn, D.C 


1915-83: Director, Conli"OOsiotla] Blldt;et Omce~:WMhington. D.C. 

1969- -75: $eDior Fellow, Eccncmic Studies l:'rognun Brookings -Institution, 


Washingu;m, nc. . 
19n Edjtorlal Writer, The W/UhinclWl IWt H month» leave £'rom Brwkinp

IDstitution) 
1968-69: Assistant Secretary fur Planning and Evaluation, U.S. ~partment Qf 

Health, F.dUClltion llnd Welfare, Washington, D,C, 
1966...68: Deputy AsAi$t.ant Seeretllry (or Progrnm Coordination, U,S, Depart

ment of Health, Education aod Wtiltraro. Washingtoo, D.C. 
19r.H6: Economist, Economic Shldie!l Prop-::tm,Brookinp InstHu~l()n, Wash

ingtun, D.C. 
1961-62: Staff Member, Advisory Cmnmiuioo on Intergovernmental Relatiou 

(00 leave fmm BrookiuJ,'B Institution) 
1957-68: ~ateh Fellow, -&Ooomie Studies Program, Broolciol,"lI InstitUtion, 
W~shingtoll,'D.C. 

1954-57: 'leaching Fellow aod Tutor io Economics, Harvard Unlversity, Cam. 
bridge, MA 

1952-53: Re!)6(li'cl1 Asllistant, U_s. Mutoal Se<:urity Agency. Pari" France 

. 10. MiliUu'y Serviw; List any militruy "MOO, including dates, rank, and type of 
di:8t:haq,-e, w 

None. 

1 L {':nvemme.nt uperienee: List any advillOry, oonsoltutivll, honottry or ()ilier 
part.-thne service ot poaititHUJ with Fede.r:aJ, State, or locn.l government8, oth(lt than 
tholle listed nbcve.. 

198~$2. Pane.! t'Jf Economic AdviHortl, Con~ionn.1 Budget Office 
1989-90. Chall', C<lmmission (In Butlpl and Financial Prieritle$ of the Dbltriet 

of Columbia 

12. PreviQUS Appointrmmts: Prior to thlJt apj.li'¥intItumt: have ynu ever ~n noml. 
natOO fQr a position requiring oonfirmatinn by t~ Senate: If 110, pJeue lisi each such 
p!')II:.itiml, ioclucing. th~ daw of nomination, Senate mnfirmAti.tm, and Committee 
hearing, if Mr' 


Y(,3. i>mwus appointments: 

Deputy Director, Office of MsnBgement and Budget 


Senate Governmental Affi.\it1l 

Date of NQUtination: Jallu.ar:,y 1\'193 

Senate caofirmation: Ja.ouary 199$ 


Assistant Secretary for Planning ,and EvalWII.tion, US. Department !)f Hulth,
Education and Welfl.lte 

Senate Fin~, No hearing, 

Date of nomination: May 1MB 

.gen:tte CQn!1rtnatien: June J968 


Ht Busioess relationships! List all positions l!eld u an officer, di~r. trustee, 
pamer, proprWtot', agency, representative, or consultant af Ally oorporation. oom. 
pany, firm. partnershlp, or other bUlliness enterprise, eUUf;!ltional or «her inatitu-Current.:: Noua 

Past Affiliations: 

Dinetru', Ryder Systems, roe. 

Dm!dor, Uniou f'.arbide Corporation, 

Direttc.r, UU!,sy$ Corporatiun 

Direttor, TJ Jnlkrnatiooal 

Di~, Commit:t.ee fot a Responsible Federal Budget

01rec'..or, Washingten Women Outdoors 

Dl~tor, NAtiOnal Hank ofWashlngwn 

Direcwr, Eugene and ~ K Meyer Fb~ndation 

Director, Roclrcfeller Foundation 

Director, D"O. ~rvice Carps • 

Los ~les 'tillli;15 &ard ofEwnornists 

Consultant. KPMG Peat Marwick {on a contract with Gavernment (If North

Carolina. 1992}. " 

Chair. C'nwerning Cmm.dl. The Wilderness Sodety . 


14. Memberships::"I.ist all memberships and Onkes mId in professional, bUlfine5ll, 
frakmal, molarly. c:ivit, public, charitable and other orlf3nUauooa. 

Member, Ameriean Economio Association {Past National Presideot. Vice Presi> 
dent, Men:ber of ~utiYe Committee} 

http:Commit:t.ee
http:mnfirmAti.tm
http:nvemme.nt
http:Studif'.II
http:beginning.to


12 
 13 

Member, Council <m Fonign R.laUons 
Member, Madeira Sclrool Alumnae A!r.!H~:jation Shipnuck for Cou,grus (Barbara Shipnuck, CA) ..... " ..... , .... .'........ ,;.............. 250 

Member, Bryn Mawr Club ufWuhingtou . BlaaweU tor Con~ (Mig,) ..........",.. " .. , ..................................... ,............. 250 

Member, Raddiffu Club of Wuhlnpro Browl} for C'o!!V1'Irnur (Kat..b1een BI't'1Wll, CA) ................ "................................ 250 


F..rnily'l! Lillt .... ,.,"''''".".................. " .. ,.." ......... " ...................... , .. , ....... , ........ _.. 500
lb. Politkal affililltiD!l$l and activities: 
{oj List all offlC>l$ with 1i\ politieal party whleb yon have held or any publk 


ot1ke fur whicll you have been It ~ifjdllte, . 

N_, 

(n) List nU memhernhips and o(fil':t!$' held in and oorvkes rendered to all 
politietll.muties or alNltlon I'N»mit~ during the !ut 10 ye:ars. 


OtctIsionlll QIlll$ultAtWll 00 iUUM with Clinton Campaign, 1992. 

(c) ltemj~ aU political eontrlbutiOM to ttl\}' inflivldunl, campaign O!isnl i 

:taoon. pr;llticai party, po:l1tiMlJ act.ion oommittee. Of similar entity of $50 or 
more fot l~ past {i run:. 

Political contribution1\!; . . 
1990: 


Emily's!.Jst " .................. " "".:.",.""..... " , .................. """"''''''''''''''''''............... $1,000

Ann Wchard'$ Committetf (Texas) ....... " ............... : .................. __.............__.... 300 

Josie Heath for senate (Co!untdo) ........... n 500
......".\.......................................... 


Kane far CongnM (WMhington, D.C.) ......................................................... 300 

Ht)Qllien fur Long (Indiana) "'"",..: ... .,." ....... .,........ :....................................... 500 

Mikulski fur Senate (Mllfylaod) 100·
.H•••.,".......""''", ....'",., • ., .. ,." ....: ••, ••, •••,,.......... 


Patsy T. Mink Campaign Committtt ......_ ............................................ »...... 250 

Bellamy for the< '009 {New York} ..................._.................. " ................. ., .., . .,. 500 

Jolene Unsoeld Campaign .................................... ......................................... GOO 

Cmtlmitt.ce fur Tim Wirth ................ " .......................... "............................... 400. 

William Golden Conuniuee (Mas.a,) ,.,:....,."... ,,;., .... , ....... ,............................. 300 

Gonunlttet: to- Re-elect \Vayue Owell.ll ......... ".""",.",,.....,,.. ,,...................._.. JOO 

Bitl GI1IY '9() Committet: ..... ,.._ ............................... , ............. , ...... , .... , ...... ,...... 100 

BAndy Scofield for Congress ... "... " .......................................................... ,...... 500 

Friends orCannie Morella •. ,,, ... ,, ........................................................... ".,,,... 250 

Rhudes for Congrem! Commlt~ .................................................................... 150 

Citizens for Eleanor Holmes NOl14n .................................. ,.......................... 250 

Founds of Senator Carl Levin ......... , .. , ..................... , .... " .......... ,................... J,OOO 


1991: 

Friends of Jim Moody .................................................................................. , .. $ 100 

Friends ofConnre MOl1i/Ua .................................................................. ,.......... 100 

Citirons for Eleanor Holmes Noroon ... ".................... ................................... 500 

Jim Hunt Committet: ... , ..................................................................... ".".,...... 500 . 

Cititens fer Senator Wofford ............................................................ ", ... ,...... 500 

Flolrml'U for Senate ......... " ....... ""....................................................................... 100 

Whole~o.r State J~latuN:!l ..... " .... ,............................................................. 500 


r.'l~lski~S:te .~~,~:~.. ::.::::::::::::::::::::::::::::::::::~::::::::::::::::::::::::::::::::: ~ 
l.Iro J,,{';Qrbett Committtt ,............................................................................. 100 ' 


1992: 
Democratic NatiOnal Committee _........................................................... " ..... $1,000 
Emily'!; List ... , ........... , ........... , .... ,.................................................................... 3,000 

~~~r~ :::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~~ 
Hooitien for Long ...... _ .............. , ....................................... " ...... , ......... ,._......... 100 

Mikulski fur Senate , .... " ... , .. '."., ... "., .............. " ............................w ............._ 100 

Jim Jont:.t fOl" Congtess ... """........ " ................. " .. , .. ,,.. ' ...... ' .. " ......... "'"''',,.,,'' 100 

Owmlffi tor Senal.e Committee ....................... " ................................ " ... " ...... '" 500 

Yeakel for Senate ................................................................................. ,.......... 500 

Eshou tor Congress ............................................ _ ........................ , ................. : 500 

Friends of Jim Moody .. " ..... " .............. _ .......... " ............ " .. " ... ,,, .... "',, ... ,,., ...... , 100 

So.tir {Ot Senate ................................................._............... " ................. "..,.... 500 


g~:U~:nm~i~~t.~:.::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 199 

1993: 


$ 25()
f::~~z;;~t;o ~~.~~.~"':::::::=:::::=::::::::::::::::::::::::::::::::::::::::::::::::::::::: 1,000

Lyan Yeakf!l for Senate ............................... ' ...................................... " ......... . 100 

Tel.'T'J [crr Governor (MarySue Terry, VA) " .... " ........ ~.~.........._ ................... , 500 

Robe-rtlI for Governor (Barbara Rcberls. oro ._...... "_."........ ".".,.. "........,,... 25. 


1994: 
Frie:ml:e of MMM (Marjcrie MlltgtIli-.Ml!zvlnaky, PA) .................... , .......... $ 150 

Em.ilia List. .." .... v ........" • ........ ".".......... " ................................... ,.................. 500 


Ht Hcnvrn and awards: Ust !llls<:hele.."'Shipm:fll'!k'W1Jh!ps, honl)rnry degrees, her:!." 
wary SQCiety membershiPll, military rnedahl JiWd any ot~ special recognitions for 
wwtsnding Ml'V'it:e or aclriewmants. '. 

198$-87: MnMrthur F()undation ~ Fellowship 
1984: ll.D, Yn.1¢ lini~rsity 
1916: I.)Qcwr ofSdenw, Univel'Slty of Indiana 
1915; Ll.D, Uniwtslty af Maryland 
l!nS: LLD, Uniwmty ofMiehipn 

17. Published writ-1cp; List the titles, publit!hern, and dates of booklI. articles, re
porta, or (>th1lfr published mate.rinls which you ha"e wl"itten. It would be lielpful for 

the Qnnmtttetl to haw tb.ree: copies (It each published writing. Please denote any 

of tho#& for whkh you nre unable t6 provid& copies. 

. See Appendix 1 {at the end of biographical i.n.fimnation} 


. lS, S'pGeehea: Provid1lf the C(>mmittce with. three copies of any formal spee<:hett yoo 
h&Vf! delive:rod during the trust 5 years at which you have ecpie$ and axe un tQpiOtJ 
relevant to the position for which you have been nmninated. 

[bave glvcn remarks from notes tIlld do oot have alpies of speeches. 

19. Congn!tmitl'nal TMtiroony. Hnve you ever testifled ~foro a Committee of tlIe 
Conf!«lSs? If IW, p.loo$e provide tWtAill), ine111dlng date{s). 


See Appendix. 2: (RE-tainll'N:rin the Committee files) 


20. (!I) Do you know why you -were chosen ror this nomination by the President? 
1 beHeve 1 WIlIl choocn because lllll....f! extens.ive experience in federal budget 

and policy issues. 
(b) What do you bellelff:! in your background or empwYll1en~ experienCE! til. 

firmetivllly qualm" you for thUt particular appointment? 
For the ltlSt 18 ownths I have served as Deputy Director of OMB. At!- the 

Founding Direclor of the Congressional Budget Office (Cam, I bltilt 1\ atTUng 
budget Agency and ran it successfully for 8 years. I also hllv(t mcperiencc in 
roanaging. planning nnd evaluation in the Department of Health, Education 
and Welfare, a.nd nave written and lectured extensivlolly on public policy, Il$~ 
dally eooncllrue And budg:l'!t policy at thlol fetierallevel. 

B. F1rruRE EMPLOYMENT RELATIONS 

L Will you sever all connection, with your present e;npIQNrtI, busirulS' firms, 
business nssocllltions or bu,iness organizations if YOtl Me eonfirmed by the Seoate? 

My p.resenL emplayer is the U.S. Government. J have alrendy severed all busi
netlu oonneetions. 

a. i.l<I JOu have any plans.. oommitments or agreemtnt& to purtlUe outside employ
ment, with or witit!)ut oompensation, during your service wi.th the government? If 
80, explain.

No 
3. Do JOU have MY plaos; commitments OT agreemcnte al\ier oompictlng gOVlolrn

m/tnt service to CN;ume employment, affiliaUo-D or pr~ with ~OI jlT$YiCIUII em· 
player, business firm, association or organizatioo?

No. . 

4. HM eoybody made a oommitment to employ ytlW' H~ io any tbpaclty alter 
you lwve government .service? 


No. 

5. If coo1:lrn.!ed. do ymt expect W $erYe out yoW' full term or until the next Prt>_o;i· 

"denUlil elfd,ion, whicl1ever is epp!icable? . . 
y~ . 

1 
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C. PoTENTIAL CoNl'J...lcrn OF JNTERgS'l' 

J. O""c;rlbe All fillandal arrangements, deferred «ImpennUGt1 agI'OOmenlb, Rnd 
ether e()ntinuillg dea!~ with busineu ~nte., clienls or ctlskllnel"lf. 


None. 


2. IndiC9le Imy hwestments, obligatiOllS" liabilitIes, or other rnlatioushiplll which 
col.tld involve potential conflict.!! of interest ill the po.itfun tn which ynu'ha~e oo.eu 
nominated. . 

N<'»1e. 1 have established u qualifJed dive.rsifued blind trust in oon.nmion with 
my coufmnauon ttl bit Veputy Dlred.ru'. Ami intend to I.':Onti11t1e that arrange. 
rnent if coufU'med as Directc.r. 

3 Describe: any business relationship, dealing or financial trnrulaction which Jml 
have had during: the last 10 yaus, whether for yourself. en b+half of a clilm~ m" 
ru::til:!j as an agent, that wpM in any way oom;titute or result in a pcelble: conuitt 
of interest. in the putdUon to which you have been nominatM, 

Nmle, 

4. I.>em::riba any IlCtivity during the past 10 "ymull in which y<lu olIVa eueaged for 
the purpose of direcuy or indirectly influencing: the PAstla;.,'E', dt:i'eat nt mooi!letltion 
of any legifliAtitm !).f affecting the administratloo and execution of Illw or public pol. 
iey, 

A!II Deputy m~r of the Office of Management and Budget, I have ~ 
in diseullSmns with mem.bers and staff In explain and pftUlWOO the Prosidflnt's 
progrnm, 

5, Explain. how yuu will resolve any potential conflict of Interest, including any 
that may be difll:losed by your responses tG.the above items. (Ploase providll' oopill'$ 
of aoy trust 1)r ether agreements.) 

Any poteotial r.onfhet.& that arise will be resolved through rocuMl or other ai>' 
propriaw ection. I have established a qualified diveliiilied blind tJUtlt and 1 have 
divested all nS$e\Jil thllt (,-O\tld puse n ronflict. . 

6. Do you acree m have written opinions provided to the Commi~tce by the des
i/fnated ngeucy ethics offioor of the a~ency ro which you !'Ire nominllt.M Md by the 
Office of Governmeot Ethics ronCl'.rnmg poteQ.tial conflicts of interest or any legal 
impediments to your serving in Llw posiUon? 

Yes. 

D. L~AL MA'f"fERS 

L Have you ever hr.tm dWciphned cr cited for a breach of flthks for unprofeu:loJtaI 
C!l1lduct by, cr been the IInbj.ecl, of tl CQrnplaint ttl eny rourt, edministratjve agent')'. 
profussionai association, disdplinal')' (Xlmml!.t.ee, or other profes.eional group? If J(>, 

provide detalis, 
No. 

~t Have you ever been investigated! arrested charged or MId h! any Federal, 
State, or other law euforcetrulnt lIuthonty for violation of any Feder&. > State. CQUn~ 
or municipal law. regulation til" ordinance, other than a minor ttaffie offense? if so, 
prol/lde detail" , . 

NQ, 
3. Hnve you or any bus:iness of which you are or were an officer U9W been iu· 

vo!ved AS a party in interost ill any administrnti'le aganq ~Ing or civil litiga
tion? If so, prnvide de-wls, 

I have twll:ooHm an otTit:er of any (;Orporation or other type of buswea!J. f ha'le 
been a Director of corpcratiol\ll such flS Union Carbide and Unis,Y$. which have 
suhstantiallitigaUon. 

4. Have you ever !men convi:ctcd (including plEas of ~iity or Jlolo <:nnteudero) (If 
any crJminnl violation other than a minor wille ot:reusr..

N(I. 	 . 

5. Please advise the Co:mmittM of flny ,llltditiona! information; favorable Of unfa_ 
v-l'fsble, 	whkh :y1lU fool. ShDUkl lHt ronsidered in amuection with your nolllinatwD. 

Nnne, 

E. FtNANClAl. D~T'" 
(Retained in Committee files) 
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A,pPEUlnx 1 

PUBLICATIONS 
BOOKS 
Reflil'jllg the AmeriMIt lJl'lmiTI." T1te Eeoor.lhl}\ the SlaW; nnd the F~ Govern

!Mnl. Wnshin.gt4n, D.C, 1992 " 
CtJri.nR (vr the DistlbliWd EJrl.f'11y: Wbn Will Puy? (with J~U3 Wie'"'..er), Wushln;;tm:l, 

'D"C.: 'I'hIt Brorokinp Institution, 1988, 
&vnomic Clloires' 1987 (with Henry J. Aaron. Hl:IJ"VeY Galper, Joseph A. Peclunan, 

Ge9rge L. Perry, Chama 1., &hultzet Wasbington, D.C.: The Brookings Institu
tion. 1986. 

The Swediah &xmomy (co-editor with Bany P. Boswvrth). Washington. D.C.: The 
lliookinp lnstitution, 1981. 

E;;or.l)m«: Choices 1984 (MiIDr and amtrihutor). Wuhingtou, D.C.: The Brookings 
institution, 1983. 

Ethi.cal and I£lfai IllS/in Qj Social Expcriml1luatiQn (ro-editor with' Michael 
Timp!lD~). Washington, D.C.: The Brookings llUtitution, 1975. 

Planned V<lMfion in. EdacMiolt.· SIwUld We G~ Up Or Try Harder? (co-edit.or with 
Michael Timpane), Wnshingtt;m, D.C.: The 8roalcingslnstitutinn, 1975. . 

8ftti(lg National Priorities: The 1974 BUdcet (with Charles L. Schultze, Edward R. 
Fried, Nancy H, Teetel'11l), Wuhington. D.C.: The Brookings lru;ti~tion, 1973" 

New Approcu:MS to Publit Ikcision.Making. Canada; Economic Council of Canada, 
1972. . 

Setting Natio1ltl1 Prwdtits.' The 1973 Budget (with Cbarlea L. Schul1.l:e, Edward R 
Fried, Nancy H. Teeters), WnshingWn. D.C,: The: Bmflkinp Institution. 19'72. 

S~tti!lg Natumd PriorilieJJ.· 1'he 1972 Budget (with Cb.arles L. Schultze, Edward R. 
Fried, Nancy H. T~u;rll), WaahingbJn, D"O., The Bmoki.ng$ Instiwtion. 1971. 

Syl>terrwlic Thinking {or Social Action, Washington, D.O,: Ttul Smokings InsUtution. 
1971. 

,. The U.s. Balance of Payments in- 1:968 (with Walter SIlJant and othe:rs:}, Washington. 
D.C.: The Brockin~ lnsututicn. 1963. 

Moo.I;tI.f# of State and Locol Fil;.rol Cnpadly and' Tnr Etlim (with Susan Mushlrin), 
U.s. Advisory Commission on Intargovt-mm~nts! Re1atlona, 195'.1. 

MfC'rmmalysis of Sod~ SyIJUfMl; 'A Slmu1uUl)1t Study (with Guy Orrutt and 
Dthe~), Harpers, 19&1. 

The Role of the FetkroJ Gf)(Jfrnmeni tn F'itw.nei~ HWlul" Educatian. Washington, 
U.G.: The Brookings Institution, 1961. . 

SUPERVISED PREPARATION OF. __ . 

};'inaaci1l,f tlu Natitm.'s Capita-I (The ~port -of the Con1!llinipn 0'Il Budget and Fi. 
naomI Priorities of the rn..'>'lrict ofCoJumbia). November 1990. . 

N\l.merous reports of the Congressional Budget Office, 197s-a3. 

T~ 11 l.Qn.g·Rangl! Plan for Federul FifUlllCial Su.pport for Hiche,. Ed&xl.lkm 
. (U.s. Department ofHeal~. F,ducation, lind. Welfare), January 1969. 

'1bW(I,rd a SlX:Wi Report (U.S. Depart.m~nt pf Health, Edu(B.t.ion. and Welfare), Janu. 
ary 1969. 

Medi.::al Can: 1",*11$, A Rtporl to the President <0:8. Department Henlih. Education, 
and Welfare, February 1967. ' 

SELECTED ARTICLES, PAPERS, ETC. 

"Beyond Alliances: Global Security Through Focused PnrttIernhips" {with 'Gelle.ral . 
David C. Jonf'Ji (USAF, Het.l and General Edward Meyer USA. Ret..).. A Study.i Funded by The John D_ and Catherine T. MacArthur Foundation and The 

. &X:kefeller Fuundatioo. October 1990. .-I 
t 

http:Bmoki.ng
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~Simulatinlt Policy Alternatives for Long-Term Care: All Example of the Orcutt Ap
proach, Journal of EoolWmic lkhavwr ami Organization, Vol. 14, No. I, Sep
tember 1990. 

"Understanding Economic Policy: A Citizen's Handbook" (with Carol G. Cox), Wash
ington, D.C.: League of Women Voters Education Fund, 1990. 

"The Case for ComlJ!on Shared Taxes," NTA Forum, FaI11990. 
"Wanted: A New State-Level TIlX To Prepare Us {or the 21st Century," A Com

mentary. Governing, April 1990. 

''The Continu~ Search {or a Popular Tax," The American Economic Review, Vol. 
79, No.2. ay 1989. . ' 

"Insuring Long-Term Care.~ (with Joshua 'M. Wiener). George L. Maddox and M. 
Powell Lawton, eds., Annual Review of Gerontology and Geriatricif, Vol. 8, 1988. 

"Economic Policy," (with Paul H. O'Neill, W. Michael Blumenthal and James D. 
Robinson, III). Amernan ~enda.:,Report w the Forty-First President of the Unit
ed State$ 0{ Americu, Washington. D.C.: America Agenda, Incorporated. 

"Who Should Pay for Long-Term Care for the Elderly?,~ The Brookings Bulldin, Vol. 
6, No.3, Summer 1988: 

"Systematic Analysis of Defense Issues: The Role of the Congress,~ Naval War Col
lege Review, Vol. XLI, No.4, Seq. 324, Autumn 1988. 

~Economics and the Political Pnxess," (Presidential address delivered at the ninety
ninth meeti~ of the American Economic: Association, December 29, 1986, New 
Orleans, LoulSiana). The American Economic Review, Vol. 77, No.1, March 
1987. 

"The Tall Reform Act," The Se1liDr Econnmist, Vol. 2, No.2. Spring 1981. 
"Unsnarling the Proc:ess: Seven Ways to Improve Economic: Polic:ymaking," Public 

Welfare, Vol. 45, No.3, Summer 1981. 
''The Need for a Better Budget Process," The Brookings Bulletin, Vol. 4, No.3, Sum

mer 1986. 
"Thoughts on Public: Expenditures," Eastern Ecorwm.ic Journal, Vol. XI, No.1, Janu

ary-April 1985. 
"Reform of the Budget Process/" The American EconomiC Review, May 1984; avail- . 

able as The Brookings Institution General Series Reprint No. 402. 

"Why and How to Cut the Deficit," The Brookings Bulletin, Vol. 2, No.4. Summer 
1984. 

"The Political Economy of Budget Choices: A View from Congress," The American 
Economic Review, May 1982. 
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PRE-HEARING QUESTIONS FOR ALICE RIVLIN TO BE DIRECTOR OF TIlE 
. OFFICE OF MANAGEMENT AND BUDGET 

I. NOMINATION PROCESS AND PoTENTIAL CONFLICIS 

Question 1. Were any conditions, expressed or implied, attached to your nomina
tion to be Director of the Office of Management and Budget? 

Answer. No. 
QW!stion 2. Have you made any Commitments with respect to the policies and 

programs you will attempt to implement as Director of OMB? If so, what are they? 

Answer. No. 
Question 3. Are there any issues involving OMB rrom which you may have to dis

qualify yourself? If so, please explain. 
Answer. No. 

H. RoLE AND RESPONSmluTIES OF OMB DIRECTOR 

Question 1. What do you consider your primary responsibilities and priorities to 
be as OMB Director? :. 

Answer: MJ primary responsibilities and priorities will involve carrying 
out the princlpal functions of OMB: . . 
• Advising the President on budget and economic_policies for the Nation; 
• 	Managin~ the preparation of the budget of the United States; . 
• Supervismg the administration of the budget; 	 . 
• Seeking to 	 improve governmental efficiency and effectiveness through im

proved management of the guvernment (i.e. improving both general manage
ment and Federal financial management systems); . .. 

• Overseeing 	the regulatory review, legislative coordination, and Executive 
Order coordination runctions; . . 
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• 	 Contributing to the implementation of impruval lIovernffi!!nt-wide pl'1)CUte
trulflt poliei6 and prnd.ieMj and 

• Q\Jt'rmllJing Paperwork ReductiQn Act activities. 

Ques/wn 2, OMB includcs several statutorily «eated omW13 and pooitiunll, e.g., 
the Deputy Dimctor for Man~ment and the OfUoea of Fedeml Financial Maullge
ment, lnfunnaticn and Reg'ulatory Affairs, nnd FOOual Proeurcmenl Polity. , 

Q. Whst do Yilt! IXln.\lldlll' to be your tespolUiibHities with n!!gan:i to tneJle offices 
3mi positi{ll'ts? 

Anl1Wtlr. During my tenure ais Ikputy Director, 1 had the opportunity to 
ass!SL the Din>clcr in di~ctly mlUlhgmg and working with the statutnrily 
cn;ated oil'lI::tea prior to the eoufll'flUition of a Dew DUM. Thflt cJOperiem:e has 
given me partieular In.~ht into their roles and activitiee:. t have been im
pres.::;ffl by both the leadership lind staff.. in each of these ofilces and be
li(IVe my role is to work c1nsely with the DDM and the uffldlfl themselves. 
to ~e and support their efforts across pemment as weft as to enhan~ 
then effeetilleo&S1 by ensuring that thair activities are integmted ink! the 
budget pl"!X'e$S and other activitie!l of thtt Resource MMagemftlt Offices 

·(RMOs). 

b. Pleat>!:! d~be ycur views and p!aIDI regardwg the t'tI1ationship ~n. and 
the nmporudbilit.i(!s of, the Ifflputy Dire<;WI and d,e Dqputy Dire<;V:lr (()r Manage~ 
nIDot. 

Answer. Under OMS 2000, we have made- it clear thHt the niraetor, Dep. 
uty Direclor and lAIpuly Director fur Manngement (DDM) operate 88 a 
team to which the rest of OMB reports. All ul u.s work with both the HMOs 
and the statutorily er«at.ed. (lffi~s !t$ we ~k 00 implenwnt the President'a 
agenda in the roos~ effcctjve lind effidl'mt m.anuel.", We belil've I.h~ oo~bined 
and coordinated Jeaderahip of iruih'iduals with varied experiepre in these 
ae-nior posltWnl! C.I.I.n ooly make OMS more effee!.Ml. 

Qucs/icllt 3. Please describe ywr views on the goals and implementation of the 
cllrront OMS reorganiUl:tion effort known ns "OME 2000." Include inyuur answer 
S dw(l,lljllion oJ how OMB 2()OO affects the ru!es Ilwl responsibilities or OMS's statu_ 
terUy eteated offit:.e& and POSltloM and how it affeets their relatiwl$hipt< Wttb oth"r 
OMS offices and positions'! . 

Answer. The gruth,; llf OMB 2000 wOr¢. I oolieve, succinctly stated in the 
memo that then-Director Panetta and 1 i&aued ie annouucing OMS'2000 
Inst March. Specifically, we said that for OMB " ... to be snec:essful in im
prOVing Euwtive Bra:nclt operations, OMB's uvet9ight role m1JSt better in· 
tegrate budget analysis, management review and peliey development mles:' 
We allW: said that we needed ta "impnMl our apacity and opportunity to 
do mid·term analysis...."

The OMS 2<lOO·based reoq;anizatioe has resulted in improved coordina
tion be~n the statutorily crw.ted offices and the other offiC6$ in OMB. 
1<~or example, OlRA sl.aff now routinely attend RMO stan' meetings and 
RMO start are invited to the biweekly meetings of the arRA AdministJ"ator 
aud OIRA staff to discuss pendit4l; iS$\!cs. Thls ~nos~pol!illiltion" nas re
sulted in closer Wllr:iting reJationf:l between alRA and HMO staff, thus in
CrMlJlng the eITectiveMStl: ulhoth entitilllL 

Th(', s1<ltutorily e.rested offiet':3 have two main roles: 0) developing govern
menL-wide policies aud guldance materiam, aud (2) working doscly with the 
RMOs to ove~ the imp:1emeutatioo of tholro pelitics. The offi~ have pre· 
vided :.eclmical training to RMO &taffs whij(l »:f!Kl pn>"jding moniwril'lg tools: 
and working jolntly with them to institute needed improvements in the 
agencies. ' 

OFPP's ~nt restru(;turicg will strengthen ill> ability to- carry cut it. 
staWv)ry missiou of developing gov-ernment-wide poJie:y guidance, proViding 
Jeadership in developing legislative proposal8 to Improve the pnx:urement 
Proa.lSS, leading the COlt Accounting Standard!'i Board, and partitipa.Liag in 
the F~erat Acquisition Regulatory Council. With the reorgani~tifffi under 
OMS 2000, we expect greater institutional support for OFPP'. statutory 
mIssion. In additjrm, coopel"lltion betw~n OFPP and the RMO'$ regarding 
OFPP govemmtmt·wide marragement initiatives has incrf'.ased, lududing 
cooperative efibf"t.!!. in area!!, such 11:5 electronia mmUUlree aud peri'{Jrmanre
based ~rvk.e oontracting. And OF?? and RMO pen;wlnel are cooperating 
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in p~moting 9ffenC)LS:vafiflt procurement remrm'initiative!I, IUW fI8 the· 
Department or Euergy'$ (tlntract "reform ~i'l'o:rt.s, 

The integration of rome OFPP pcnorlntll into the HMO's enhnnCtm tour 
ability to andres!) procurement and mntracting mues in the lal"1if!r rontext 
1)f ageooy bud~ts nnd pe!l"SOntlf'J matters. The RMO's responsible fur t.h<a
major procuring t!ge!l(:~ueh u the Depnrtment ofDefellSe, Department 
Qf Energy, t.h<a- Environment.al Pro~ion Agency foud NASA-nlllO hayti pn.i 
curmnent specialists wnrking specifieaU, on pIT.>C1.1rement j",ue:s. These PfQ" 

, CUl'Clll(mt ,\;~;aliiits t..n ooing joindy supervised ou a matrix manngemtml 
i\l'1'"nngement by their RMO fUld OFPP, . 

. 	 Question 4. Has OMS develvped performarn"Je lMftSures for OMB,in lifi:ht of Its 
OM-B 2000 reo:rgani.r.a.tian7 If so. please mnke them available to the Commil1fle. If 
not, please upJain when BUr.lh meaaures wl1l be dllVeloped.. 

Auswer, OMS hall Dot develuped verfurmaote IDeaBUre$: It is dim~lt to 
develQP quantitative meuurea fr.lr a eantraJ managemen~ sgene] that 
d~n't run programs or deliver trorvioos. The tt"It$ test will be whether the 
:r""Y 1996 and subsequent bllclget ptl')Ceflses are mow effective in fucu1l8ing
attention on management ill8ues and whether the mauagt1ment agenda (in- . 
eluding procurement refor1:n and financial management refI:lrm) advanum 
more rapidly !han under preYiou!! stnu:tum. 

Ul. EcoNOMIC AND Buooe-r PoLlCY 

QuestiQJl 1. PklWl describe sny chaU{lCfl in yeur vieWs with regnni to eeonomill 
and budget policy sillOIl' your 1993 oonfirmation as Deputy Di~tar, 

. AtulWet\ My views as such have not chanlred. but the f!1.":Onomic and budg' 
eta!)' circumstances have changed ronsidern"bly. 

The Congress passed the President's economic: pIon, including substantial 
. deficit TeductilJO_ The ecouomy has ruporuJed Iio;:cniingly. We now h$va 

mote rapid growth of output and employment, 1O"W~r unemployment. and 
stshre. prices. Deficit reduction has cut the Federal Gcvemment's credit de
mlUlds, stiruulstinjf high levels of fnvllte business iuv<,!l$tm.~nt Jnterest 
rates Ill"e off of their lows because 0 the UWl"E rapid e«Iflomi<: growth, but, 
they l't!main at Qr below t.hft levels at the time when the Administration 
took office. and wen bc>low the levels of thp ptOOl'ding twn decadu, The 
budgtlt deficit hM dedlned even fll$Wr than the rnsidellt forecast when he 
annlllmced his eCOl\Omie plan; we now project deficit l"lilduc.tion over 100+
98 Qf not $505 billion, but $692 billioll. . • 

Much remains to be done, The Admjnilltration has .made cleer that the 
deficit will begin to n..-w. again in dtillar Wrm~ (though ;t will l'Cnlew nat 
as a percentage of (iDP), because vf the rapid rise tlf health eare costs. 
Cmnprebengive health reform reltUlins eoential to long·rerm eunlrol of the 
defidt, With continued responoible po1iqmaking, we will hnve a smallor 
dobt hurden, and a greater legacy of pnvate investment, t9 "leave to our 
chililrfln and succeeding gen$l"8Uons. 

IV" BUDGET P.HOCKS$ 

QI.«!$tifm L Please de$cribe any mangel! in your views with regon:l 1:0 the budget. 
ptOCeSS since your 1$93 1;·...."IIlfumation as Deputy Director. -Include itl your answer
your views on the reeum.mendatiOM (If the National Perfotm9t1ctl Review (NPRJ. R
gaming r~fl)rm (If the hudgct. procesa • 

A1ll!Wef. The Administration inherited a budget decisionmuking structure 
that wu not well su:ited to tht! need for: changM in the direction of govern· 
ment policies. Although the biJdget process has demanded, aod slia:esafuUy 

.produCed, uumerous examples of u1)eful data about progrnm result-'1, thtt pa· 
perwurn produted by the proreas reflected bias toward the i~Ntmental 
n~s of the gov/!'rnrrnmt's bureatlcraay. Baaie measurement and evalOlltioD 
of these programs WII!I hard to come Ly. 

The problems ill the budget p~ were not (:9used by the fuderal per
sonnel resp<HlSible for budget wrmulation. Most federal blldfet !tpCcialistA 
are $harply focU!lled. hnrd working pmfe!lllionois. The roM 0 the problem, 
tather, was the failure of the budgrt pflOoCeS3 to chunge altJ~ with a chang" 
ing world and.o charut1ng eronomy-a failure of leadertlhip. . 

The achievement ol'this Administration Wll$ to move quickly to oj)(:r\ up
the p~ to addTeu the new chatlengl11J, 
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To prepare the IT 1994 budget that was required shortly after the Presi· 
dent's inauguration, the Office of Management and Budget expanded the 
role of the White House staff and other organizations-the National Ec0
nomic Council (NEe), Domestic Policy Council (DPC). and National Secu
rity Council (NSC). 

Even though the 1994 budget proposals were assembled literally as the 
members of the new Administrati.on were taking their seats, OMB went to 
great lengths to involve the newly arrived leadership of Executive Branch 
>lgenr:iI"R with budget decisimls and ro communicnte priorities. The NEe, in 
particular, organized frequent meetings with the President and agency 
heads, in which OMB's initial drafts of the budget legislation were sub
jected to broad discussion and review. 
- The IT 1995 Budget process was probably one of the fairest, most open, 
and most cooperative processes of any Administration. A series of meetings 
were held between OMB and the agencies over the summer of 1993 to dis
cuss major issues and priorities. A number of these meetings addressed is· 
sues that cut across several agencies. As a result of these meetings, OMB 
provided refined budget guidance to the agencies in late summer. 

The President then spent an extraordinary amount of time meeting with 
every one of his cabinet secretaries as well as other key agency heads to 
discuss their budgets, 21 in all. In the past, most PresidenL'! had not seen 
fit to meet with cabinet members before making their budget decisions. In 
these meetings, presentations were made br both OMB and the agency, the 
president asked questions and then led a discussion. The meetings were at 
tended by White House staff as well as NBC representatives. OMB went 
through both the broad and spedfic issues with the President, on both spe
cific Departments as well as government-wide issues. 

The new diredion in budget decisionmaking, emphasizing more commu
nication and interaction, has continued to be refined and improved for the 
FY 1996 Budget. Agencies again received early guidance of their allocations 
for IT 1996 under the discretionary spending and FI'E limits established 
in- the law. OMS has also continued budget meetings with other elements 
of the White House and Treasury to discuss crosst:utting budget issues for 
the IT 1996 budget and the longer term. 

After working hard for passage of the Government Performance and Re· 
suits Act (GPRA), OMS has asked agencies to provide information on per
formance measurement in the FY 1996 agency requests, and will publish 
performance measurement information in the FY 1996 budget. 

The changes, and the consequences for the budget and the economy that 
are flowing from this new process, are one of the most important success 
stories of this Administration. The reforms parallel proposals made by the 
NPR in its September report. We have implemented the NPR recommenda
tions and are continuing to imp~ve. 

V. OMB MANAGEMENT RoLE 

Question 1. Please describe your views on the management problelDS facing OMB 
and the Federal Government as a whole. Include in your answer any changes in 
your views since your 1993 confirmation as Deputy Director. 

Answer. The Federal Government is facing some of the same manage
ment challenges that have confronted the private sector the _past several 
years. The hierarchical management configuration that was effective for so 
many decades bas proven to be inefficient and unresponsive to the needs 
of a modern society. 

The place to begin in addressing these manalfllment problems is an ar
ticulation of the mission of an organization, which onen causes us to ask 
questions we have forgotten were important. Who are our customers? What 
are the services and products we are trying to deliver to them? How should 
we measure our suecess? What are the constraints upon OUf ability to meet 
these goals? . 

Once a Department has a vision of where it's going, a strategic plan
needs to be developed to achieve that vision. Too often throughout the Gov

. ernment. we find agencies and personnel simply going through the motions 
of doing today and planning for tomorrow based solely on what we did yes
terday. Any chan~es are incremental additions or subtractions from what 

deparlments across the Federal Government are in the process of designing 
streamlining plans that will enable them to meet their missions and their 
goals. But this in only the start of the journey. AB all of us have discovered, 
it is a difficult and complicated process to develop an appropriate streamlin
ing plan. How do we empower employees to be more responsible and ac
countable for their work? How do we determine which layers of review !lnd 
supervision are unnecessary arid the appropriate size and function of head
quarters operations? There is no more significant manAfrP.ment undertaking
going on than this effort. . 

A lIerious management challenge for the Government in the implementa
tion and execution of such streamlining ·plans. The Federal work force will 
be reduced by the 272,900 Fl'Es now required by statute. But even if this 
reduction is pursuant to well-designed streamlining plans, those plans will 
not self-exccute. We will need to provide employees with the training, guid
ance, support and resources necessary if they are to succeed in their new 
roles and if we are to succeed in providing a government that runs better 
and costs less .. 

Another significant part of our effort to improve management in the Fed
eral Government must be directed toward the continued improvement of 
our financial information systems as discussed in my answer to'question 3 
below. The management problem we confront in this area is to insure that 
we improve on our ability to design and procure the appropriate informa
tion technology systems to meet our needs. 

At OMB, we have reorganized the way we do business in an attempt to 
meet the management needs of the Government. It has become apparent 
that management probleins do not exist in abstraction but grow out of pro
gram operations. Thus, when we review an agency's budget requests we 
must be able to ascertain: . 

• How a particular program is being managed, 

What its goals are, 


• What measures of performance we have, 
• Whether we can properly acrount for the funds that are being devoted to this 

area, and 
• Whether we are being efficient in the procure~ents related to this program. 

We are confident that we can now bring a more consiStent perspeclive 
across OMB to these questions as a result of integrating them into the 
budget process. But, just as with the Government's attempts to manage it
self better, reorganizations are not implemented overnight. We are involved 
in the same questions of insuring that our goals are articulated and under
stood, and that the necessary training and resources are provided to our 
employees to allow them to perform their new roles successfully. Change is 
difficult and exciting at the same time. 

My views on these matters have not changed in any fundamental way 
since my confirmation as Deputy Dire<:tor. I am even more strongly commit
ted to do my best to improve the management o~ the Federal Government. 

Question 2. What are your views on the CFO Act's consolidation of OMB Federal 
management responsibilities under the Deputy Director for Management? What 
operational responsibilitias will the DDM have under "OMB 20001" 

Answer. The CFO Act assigns to the DDM a host of financial and general 
management duties and responsibilities: I fully support the mandates in 
that Act. I would point. out, however, that the successful implementation of 
these responsibilities requires the participation of all of OMB, not just the 
statutorily created offices. Hence, I believe that the OMB 2000 reorganiza_ 
tion strengthens the Federal Government's management role and provides 
additional resoun:es to the DDM to carry out those functions. OMB's new 
DDM John Koskinen in his C(lnfinnation questions to this committee, atated 

I 
, that, as part of his OMB-wide responsibilities, one of his "first activities 

will be to work with all the senior elOeeutives at OMB to develop a manage
ment program for OMS that sets dear priorities for specific management.
improvement activities." That effort has already started. He already has 

we know best, which is what we have been doio;. Ripdity is the result. met with all OMB staff, including RMOs, for their input on management
Once an agency or program knows where it IS golD~, it can begin to ad and budget issues, and is now meeting both individually and government

dress meaningfully the restructuring necessary to get It there. Agencies and wid~ ~ith agency Chief Operating Offieen, CFOs,.and Inspector Generals .. 
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QUeJ;tion 3, PktU!! de$ICrib!,> your views 011 the need and pru!fp\!<:\.$ fo!' F~eral n· 

nnncial manogetncut improvement. Indudllo In )'\'\11'" 8nSYR'r any view. on improving 

!.he effedivi)'!'Ie$$ of the Office (lrFadersl F\llAndai ?>.unagement. 


AllSwer. The recently !ssueQ Federul FillllJ;cial Management SWillS }U. 
• 	 pw1 a.Ild S-YMr Plan deacrihes the acwmplishments, status and plllus for 


(jnancu~1 management improvements in the Federlll Government. The re

. 	port imJicatcs that much hll.9 boon aoetImp1ished in the past $~llrll.l yeaNl, 


but much more remains to be done. 1~ psrlkulat, we are pleased that orga

nizational end l'Iylltem1 infres:L"'.ldll!llS.ne i'x:ing put in pIa«! in the 23 CFo 

Att agencies to bring about the imprwements needed to run government 

better. Financial reporting policies and standards have ~n instituted as 

a foundatilm for providing infbrrontion on where t"HOUrces ane being Spent 

and what is being accomplish!J<l. A plan has been deveJopeod fur the rapid 

developl'n$ot of a nntionwido syliUlm to) deliver government benefits olec· 

trunically. . 


In reg.ord to the effectiveness of the Office of Frdr.rlll Financial Manav

ment (OFFM}, 1 tun hopdul that we will be able to annuunte BOOn our 

choice for the critical position of Controller. Thofl kay! however, fA effec.tivc 

financial llwnageroent i$ ccntinuit)', whlfb we have De&!. able to mllintail1 

in both pUrpoSe and peraonneL 'I'he OMB 2000 relftructuring should be able 

to enhance the effectivenesl! flf QFFM by leveraging its activities thr01lgh 

the IWIWUn::Et Management OffiCAl' (RMOs). l-au;¢ am very optimistic about 

Icverngin( the resoun:es flf the a~ncy ern <>ff~ who have the primary 

rt'sponsibllity and authority to bnnlLabout the improvements mandated by 

the CFOs Act. OMB's HMOs and OFFM can provide guidance, bell' renmve 

obtltadee, and eneourl1ge intemgeney sharing, but the agencies dre where 

the CFOs Act will i!luc:ceed or mil. The recent ndaptifln of a financial man

lI~ent vision statementl goals, atld 8trateg:ies, and the ~truct\lYing of 

the CFO Council ta proviae the qencies' polley and career ofl'i:cials with a 

greater "ownerohip" of the financial f'tlalWi,.-ement improvement. program 

!dl~hl help strengthen financial management in the agencies. . 


QEte1ttiQI'; 4. What are your views on the need and j)rotpect.1l for improvement in 
poperwot'k reduction, information resources IltltllHgement, ~nd regulawry r(/View? 
!nclude in your answer any vieWll on improving the err«;tiYeness of th<r Offiee 0-( In
fbnnatlon and Regularory Affllin, 

Answer. Since the beginning uf this AdministnltiQn, there hall bIx-..n dra

matic improvement in the Offi~ $( InfurmatioIl and ~Iatory Affairs 

{OIM}, The new &.0. 12866 eB\abllslws mure carefully fn;::usrwd gOllls and 

more detaiiud p:roc!ld1,lres, as~uring openness and arooufltabitity, under 

wroth OJRA carries out regulatory review. The "I~ is bud<;; in "OIRA," in 

thot OIM has undertaken (II uumber of subsLantive Pf(ljeets w improve in· 

fnrmation ",.sources lnantlgement, e.g., the substantive improvemeuts to 

OMit Circular A-130 the ~Govemment information Locawr Servioo'" 

(GUSllnitiative, nnd OI:RA support for the GAO IBM ~hest practiOi.'s" g11id

anee. OfRA staff WI1rked dru;ely with Congnl'ssionai staff an legislation to 

reauthorize ~ppropri1'ltions far OIRA and to amend the Paperwork Reduc

tion Act to mak.$ .t stronger and mfl!'e effective, rel;ulting ill 1'1 bill :strongly 

supported by this Administrntif>n that WaH reported u:nanimously out of 

oommittoo. We appreci9t.e this IIUPPOrt, J believe OlRA .iIl continue to irn

prnvt'c its eff~tiveness in tarrying; out its designated dutU~l!L 


QurriHm 5, What are~our views' on the need and the pro;gpr;cts for improvements 
in Federal pt'tItUremf'J:lt, Include in your an!iwer any views on improving the effec
tivllness of the Office of F'edsrnl Ptwurement Pulley. . 

Answer. I believe there are a number of areas in which we can improve 

the Federal procutJi:ment proces$ and we are makinG' substantial progre.ss 

in mallY of them. 'I'he Administration's blul!print for lll'lprovinC the FedernJ 

procurement process ill providud in thll ~commendationi!l of the Vioo Presi

dent', National Perf...rm~t'I~ :Review, If we are to nehie:vll the st&tI'd goal 

of the NPR of a government that wwka better and oosts leas. we must mw 

improVf.'l'ments in the pmcurement proee.aa O~ uf my highest priorities will 

he W soppIlrt the effi:u'ts to compll!te the twiVet"SlOn rrom a paper-based rou· 

tTIl.cl.ing system to an electrtmic systl!'rn, '!'he p~ect being lead hy the OFPP 

Admlnistrator to develop the e!ectronie eummercelelectronic data int.er

change .ys~m for procurement is the beginning of a revQlution in huw we 

conduct out' procurement. 
 -, 

We aM rnovinf away from It system of rigid and almp!ex regulatioM de
lIign!!d tl) contI'(! $\'6!'y step of the ~ to n system that reeogniUIII the 
need to serve CU$\.I;)mems more effectively. To do this, we must allow pro<:vre
ment ofTtoer9 to exemS(> rea..'lOnable discretion and ~b~ judgment 
in their ptoCunlmeQt decilJiOM. -1 aiJln iXII1!lider the projecl to :.write the 
Federal Acquisitioa Regulation an essential element of ptOeQrement
strMmlining. . . ' , 

. A$ Deputy Direetar I hAve fully ~upported and, if confirmed, expect to 
tontil'l1.le W support the initi"'t;'I'>l'$ 1'Jn rontrllctllT past perlcrmunre. nltcr· 
nativlt dispute reslllution, improving contract administration, and perform
ance-based, service c:untmet.ing. I .Illl'I- abo n,tmmi\.ted w- the effom to im
prove the professionalism of the procurement work force. 

With regard to improving the effectiwness the Otrree of r'ederal Procure
ment Policy, 11Iupport the OFPP Administrator in hiE> procureml!ot mform 
efforts and man8f7!1llMlt initiatives of OFPP for reform within the Depart
lDent$ $rid Agenelcs. In additio'1 integrotion of OFPP init.lativOOl within the 
RMOs ia a n_ menru: of enhnncing the eflectivencss Df OFPP, 

Question 6. What are yout' vlam on the need n.nd pl'1lepeets for improvements in 
proi,.'TlIm eVl<luation, perfo-I'manoo mensurement, human resource!> management, and 
uUJ.et govf!mmeot-wide management matters, heretofore (Werseen by the (knerlll 
Manageme~lt Dlvi5iM1 	 . 

Answer. In my jud~nt, the need w\d prue:>pects for improvemanttl in the 
functions of the full'mer General MaDat.~lnf;!nt Division and gcVf.'l'rnment·1'I'ide 
tlumagement matters i,.~nerally have belen increased ruKI st.rengthened sub
stantially by three facton or events. 

Firnt, tha President's economic plan, IIdopted by the C('lngre5s last year,
with its real ClIpS on discretionary spending, is fat'(!ing uS to Io<>k at how 
wetl pwgrams are operating. We simply do not have the lu::rury 9f adding 
I\IlW prupmll and dilweglU"diuj inefficiency in illd ones. This Preident haa 
proposed substantIal illvestmenm for whir.h wt! QUI only find the bud~tary . 
retlOl,l(teS if we 'JI-t (lut what noos not work and streamlino that .hkh re
mains. [t is interesting t.Q note thet the foous fln imprnw:d mana~ment in 
the private lIIect¢r hM been spurred, to a i;ll'ge ex!.ent, by ai:rnill1r ~l[temal 
pressures~-ln that ease, bo!.h don'l/lStic and foreign competitioo. 

Second, the emtctment of ilia Government Performan«) and .Results. Ad. 
WPRA} has Jiven 'IL'I II proooss fur introduci~ and expanding the UM! of 
perf(lfm.an~ mformation inw t.hn deeisian-maktflg proct!fl9. One of my high. 
eut prloritiea as Deputy Oiraetor, which! \VfJuld oert.i.nly not abandon as 
Direcwr, has been to make the resaun::e allotatron process mare perform
IInce and less input driven, The GPRA, an inHiIlUve of thia Connnittoo, 
gives us a pJan lind timetable fur advancing the U¥e of performance infor
mation in :reootU'(;(l allocation and mrulagll!ment. 

Finally, tbe irnpiem""ntatron of UIe' restruetllring of OMD, OM8 2000, hiL'> 
given u~ an organitatiool1i framework for makiDg retll managl!ment clIange 
happen, As { huve said w some Qf the Memben of thIS Otwmittee, 1 ('an 
no longer imngine a bifurcated (manngement·side and budget-aide) OMU 
trying: to deol with a~ stl'Camlining, improving cu;tomer service ()r im· 
plementing the GPRA. PyFry offices oow Mve ,,1'$ater 1evetagt! IW thnt 
when, fur example, the Oli'PP Admlni:U.mtnr i!I trymg t.Q advll1lC$ elwronie 
c:crmmen::e, he has n. virtual staff (If all of the ~n:e Manag1i!ment. Offices 
(HMO). In ttOmP cases, like humnn ~$Ource$, the lead for a government· 
wide pulicy tltilll is naw vestt!t1 in an RMO. As a result Otlt' capacity in these 
areas hai!i< been eoha:uced as well. 

Q1UstWIl 7. ,Whllt are your view. on haw to ensure that guvern~ent "dm'>i:ring'" , 
does not l'Csult in either an exeessive mliance on private oontmcl.nrs Qr in a grooter 
iUlbalaoee af mJ.Ulsgers to eUl.pl()y~? 

Answer. The Federnl WOlkforre Restructuring Act of 1994 requires that 
Fede1"3J employment be reduced by 272,900 by 1999. The National Perforlll
nnep Review ft!eOmm!lnoed thBt moot of these reductions could be nehleved 
by elimiMting th(l structUre!l that overoontml and micro-manage the Fed. 
eral Government: headquarters staffs, extrtlJleOUS management and l!llpe.r
viso~ lnyering, personnel and procurement specialists, budget analysts, etc. 
NPRs goal i$ to increase thtI ratio of ernployef.<!l to- manngeT'$, rather thlln 
create an ilnbalanoe Ilf msnageo; to employees. OMB is H()W in the third 
cycle Ill' receipt and review of agencies' atreamHning plans. This curront j'fC

VUlW is an integral part of the Fiscal Year 1996 Dud~ Pmces8. . " 
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In order 00 addeve these reductiqns B!?ncies must retain the n~ss.at,Y 
floxibility to realign "E to llU!'et oontinumg mission requirements, to miDl· 
mire the adverse impacts on employet>s, and to oont.ract out or contra.ct in 
thO$() uet.ivities on the basis of oost saviuglI to the Government. Any conver
sions wcontracting will be subject to the pJ"OVisions of Section 5 of the r"ed
era1 Workforce lWstructutiuC' Act of 1994, (P.I •. 103-226) which prohibits 
agencies from oonverting work ('rom l!l-hO\l8e to contract performance un
less a cost oomparison demonstrates that sueh a !:Ootred would be t.c Ihe, 
financial advantage of the Federal Gu'l'll"mment. TtU, requirement was 
reeffinn~ in our memorandum 91-28 to the aga~i(ll;, "Cuntrac:ting Out 
and the 272,900 FTE Reduction," dated August 19. 19S". 

QU(!Stion 8, tn your book, Reuiving the Ameri.-:ntl Dream, you said, amon.g othm
things, that the FOderal Government dO>r.$ not have the ~m8nal;erial capacity" to un
dertak~ the wide variel,y of tasks ffi$"mlated by political decision-makers. l'h..is wa'J 
a major rea#O'n fOf'. ymtr reannmeMatioo that m.my "Fooeral p-rogram be "devol.-M 
In the !itate,.~ What are yout current views on the analysis and recommendations 
that you made in RetlwVW fl«! Am-rric/Ul- Duam, and bow yoo plan to incorporate 
that thin.king inw your art.IOM M QMS Director? 

.Arufwer. One of the most important tasks in American government, im
plicit in the Federal budget. is to determine whkh l»"V(!m nf the Fedetal sys
tem are be$t Buited to undetUdte which tt.mp<>tullbiUtie8. This was a key 
questkon that 1 addressed in Rwiving tl«! American DIWm. IWd it is. one 
that the Administration eontinue.lly fa(l)lJ. 

This Adrninistruti1.ln. in ec»peraUon with the C<mgress, hIlS already ad
d:ress.ed this issue ft'Om tml'eral di:rectim:t$. In the Preaident's Crime Bm., for 
e:omple, alnu»lt $400 miilion of tha new funding fot eMme prevention is 
distributed M block grantfl. . 

The Federal Government sets gefltmll pri1,n'itie! in apportioning funding 
Among hlock grants, but the States and localities have the ultimt:lte say on 
th~ uses of tim funds" and the key rela in ~ll\ management. It win also 
enrour:ap innovat.ion at the Sta~ and looelIl rovel, whieh. with careful eval
uatwtl Jind sharing of experience, will ultimately improve knowledge and 
metJmde ,,{ <:riJtIe fighting jill ..trOIIlII the Nation, 

!<'rom AnOther d~n. the Arlminlstrauon hrui $Ought to build the Fed, 
era! Government's mauagwnent 4Ap!lcity w deal with its owu tefq)Onsibil, 
iucs" The Vl~ Pnlmdent's NatWoal hrformance Review bu hel~ to ele
vate the import.ance of Federal man~nt through a series of miuatlves, 
ooth legi9mtlw as well a9 edminiatr:ative, rt tum fOC\IJJed en giving "Fedeml 
mi!.Wlf;;eta the tools and the inee.utives w make ~ment work ~ti.er and 
coot less. The l>rmdent.'e Manegenwnt Council IS a high-lewl wutking body 
m Chief Opera~ om~" of the princip$l Dt'pllrt:ments aud np:ncies that 
bas taken en mapr, long-term managwnent prohll!l!tn,_ For example!,. the 
FMC auce6sfully worked tog:ether"with C<lngnlSS Wp',"sh fur p1l$$a.ge ollcg. 
islation earlier thie year that gaw agency ~'Cl'S the option of using 
huyoutlf Ili a tool in their reatruduring rlAna. We ~ beginning to see the 
N!:9Ults: evan Il."l the lOIl(.term gmwth 0 Fe<teral employment. ha9 been re_ 
versed, the Administration ja worki:ng: wwerd improving ClJst4mer !mrviea 
and focusing !HI. ita {lI!rfotlh8QCf:. For e:mmpln, when tested by natural dis
astern and emergcnClU, the Yederal Government ha9 moved quickly and ef· 
flcitmtly.

Finally and looking toward the fnlure, we lUust take M~ that assifU
'ments of resiX'llSibiL.ties I:¢ the States and 10Clllitios not imp!.)$E! ex~e 
fisc.al burdens. Working wiloh th~ Cungre.u, !.he Adminiflti'ation he taken 
/I. new approarlt to ltIlUHlglng the costs of gov.rnllumt At!r4im the Fedflt,al 
system. Thi& issue wHl be uppermost in my mind as I addreu fnture Fed· 
eral policy initiatives. 

VI, RBLATIONS 'wfrtt CONGRESS 

Queslion 1. Do you agree withuut re8E!tvati<m to nspond to any reasonable sum· 
mons to appear and ti-..stify before .any duly comtitut.ed (OmroithN! or the QQngreH 
if you are «mfirmed1 

Answer. Yes. 

Que.sluJ11 2. Do you agree without f"I:lllervntion to reflY to ltny reatloUltble request 
for information from any duly ron8tltuted committec 0 Congress if confirm1Xl1 

Answer. Yes. 
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Chainnan GLENN. Fine. Thank you very 'much. You have already 
addressed to some extent what 'my first question was going to be. 
lt is about the integration of budget and management functions. 
The reputation. at least, has been that these divisions haven't got
ten along too well sometime.'t in the past. and we have a deep con
cern tor the "M," as: hu already been ,pointed out, and J want to 
make sure that any reorg~ation doeslltt set us back.. 

1 have reserved judgment on this, as you know from other con
.	venations about this. 1 think to make this work we want to get all 
of our people in place over there in your omce--:.the OMB Deputy 
Director, OFFM Comptroller. and flO on, Do you aee that as being 
any concern toward making this whole thing work? 

I guess that would be one question, and a second would be h.Ow 
many peopJe are going to be involved in the management function 
out there in these RMOs..Aren't they going to sort of be over
whelmed by the ,necessary !lumbers ot budget people that are out 
there? 

" Ms. RIVLIN. That.question, Mr. Chairman, 1 think really reflects 
the feeling that these are different functions, and I really don't 
think they are. I don't think we can say there is a group o(people 
who worry about management and there is a group of people who 

'worry ubout budg<.>{;, The job of the RMOs is both. . 
Now. 1 realize there have to be some specialties_ Not everybody 

is an accountant or 11 prOt:urement specialist. There are very spe
ciaJized competencies that are needed. for example, if you are reo 
viewing the procurement. and acquisition poliey of the government, 
somebody has got to be a real e:tpen on tMt. At OMS Steve 
Kellman's operation is entirely fucused on that, but they can't im~ 
pJement the policy and make sure that the agencies are really mov· . 
ing forward with procurement reform by themselves. They have to 
be tied into the budget PI'OL'CS$, That i8 the point of what we nre 
doing with OMB 2000.' . . . . . ' " 

In each of the RMOs~ there may be people specifically focused on 
procurement or financial management, but I don't think that is the 
important thing, I think the important thing is that we bring the 
agencies in and talk w thmn about the resources that they might 
have. We are talking not onJy about an accounting of their re.
sources, but also how they are managing them, What is your agen~ , 
cy doing about procurem~nt reform? ,How do you know that you are 
spending this money in accordance with the law? Tell us about 
your agency's financial management system and how well it is 
wor19ng. That is a C:€ntral part of what we will he doing. 
. Chairman GLENN. I mentioned the nominees tor Deputy Director 
and OFFM ComptroUer. When ar~ we likely to get these nomina
tions? Can you tell·us that? 

Ms. RlVLIN. I wish we had gotten them up here sooner. We do 
have, as you know, two very strong candidates for the Deputy Di; 
rector and for the ComptI-oller. ·The paperwork is being done. The 
nominations have not yet come in a formal sense from the White! 	 House: They will SOon, within a week or so, I hope. I am afraid that

I 	 we may run out of time for getting them confirmed in this tl'CSslOnl 
but we are at the stage of making nominations for ,those two jobs'i 	 and I ~nk they are strong people. . 

I 
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Chairman GLENN. We need to get those just as soon as possible. 
I am sure yt.m would agree with that. 

Ms.. RIVL!N. J certainly do. 
Chairman GLENN, We hope to have them very soon. 
The reason, I guess, that 1 still have a question mark in my mind 

about the RMOs and how they are going to operate in this manage~ 
ment arc-a-let me give you an example. You put someone out· 
there and they' acc in the RMO and they are working on manage
ment. We have, across government, as identified by the GAO, some 
200 different accounting systems in government. We have in the 
Department of Defense alone 160; the Army aluru;~' has 43 di.fferent 
accounting systems. We can go on and on and on with examples of 
this sort. of tiling.

Now', someone out there working in .an agency is not nearly as 
likely to try and revise that acrounting system and get it in har
mony with aU other accounting R)'Stems in government unless they 
are really directed to do so and have an impetus to get it done. 
have somebody pushing them to get it done. 

I don't know how we combine these, 1 don't know what the opti~ 
mum number of ' different accounting systems in government 
maybe, but I know it jg 'not 200. We know it Rhould be well below 
that. I was concerned, and stiU am, that these RMOs out here are 
going to need very, verY cent.rali~ed. strong direction to push to_, 
make some of these changes to even get computer systf>.ms out 
there that can talk to each other in accounting systems. It is a very 
major problem, so that haS be.en one of my mojor (oncerns: on how 
the RMOs are going to work. 

Maybe you want to comment on that. Do you plan to push to get 
these accounting systems down where we can at least have some 
semblance of knowing where our expenditures are in government 
at anyone time? We are pushing John Hamre over in DoD contin~ 
ually to do that and he is making a lot of progress over there. I 
want to compliment him on what he is doing, but at the sarne time, 
that is just one spot in government. We shf.mld tJC doing Ulis across 
the whole panoply of government activities, 

Ms. RrvuN, Well, I think we are dQing it. and John Hamre is a 
good example. He is the CFO of the Defense Department and he 
is a very able man, He used to work at the Congressional Budget 
Office. I think he is typical of the best of th~ CFOs, and it ia the 
CFO's responsibilit.y to .:make sure that these accounting systems 
get improved and coordinaWd. 

We are pushing on them from OMS-not only t.hrough the CFO 
Council and the Comptrollers' operation, once one is appointed, but 
also via the RMOs, I think the main thing that the RMOs can do 
is show that this isn't just a separate financial management job. 
While looking at and agency's budget, the RMOs are also asking 
questions about the financial statement. We h.'lve, by the way. con
ducted some training in the RMOs to enable them to do that. I be, 
lieve we are showing that we think it is very important to have 
these financial statements, to have them auditable. an<! by asking 
questions about thrun clearly demonstrate how important we think 
rt~, ' 

Chairman GLENN. And have' them done on the same basis so 
they can.be eompared one with the other. and also with the Same 
accounting systems, hopefully, one of these days. . 

Mg, RMJN, Right. . 

Chairman GLENN. Senator Roth, . 

Senator ROTH. Mr. Chairman. I know Senator Stevens has SOme 


other commitments, so I will yieJd to him, 

'Chairman GLENN. Senator Stevens, 

Senator STEVENS. Thank you. Dr, RivEn, one of my fond memo

ries is the time that I aerved in the Interior Department, antI -I 
used to go over to the old Bureau of the Budget and participate in 
dialogs before the Director there to deal with problems caused by 
other Federal agencies, I think we: have lost that kind of coordinu
,won, and let me just teU you about two areas that 1 think are ex
tremely difficult for tho~e of us who live in the hinterlands. 

I haa a meeting last week with members of both the }i'orest Serv
ice and the timber industry in A1a<;ka, and I found that the Fish 
and Wildlife Service, without any notice, and apparently without 
any coot'(lilHltion through your office, had fUed a series of petitions 
to declare that certain portions of the Forest Service lands in 
southeastern Alaska areas should be designated as habitat con
Rervation zones. 

They have, in my opinion. contrary to the law, withdrawn a 
whOle series of 1and.'3 now that were subject to timber harvest 
under existing contracts because the Forest Service filed thf>Jl.le peti 
tions. Those petitions have a different status than if they were filed 
by a member of the public. hut the thing that bothers me is that 
the Forest Service then had to take the money that was appro

. printed for the purpose of preparing timber for harvest, for super
vising timber management. and for cruising timber'lands in order 
to layout these zones and now withdraw them from the timber in
dustry.

My mp.cting was with the Forest Service because they asked me 
to seek more money so that they eould replace what they have used 
to counteract the activities of another Federal agency, and we have 
just done t.hat in terms of the Interior' appropriations bill, It has 
directed that the Forest Service should consider budget allowances 
to help address these costs that are associated with these activiti<:s 
of another Federal agency. 

I mention it to you now because in August I had a meeting in 
Alaska over the wetlands, We have a runway in a wetlands area; 
it is an airport at Seward that 15 about ready to be destroyed be
cause of a meandering river. Under the wetlands concept, a~ain a 
petition was filed by one Federal agency to. counteract thCl acftvities 
Qf another Federal agency_ It is the }'ish and Wildlife Service to the 
Corps of F.ngineers, as oppused to EPA in this OM, aU three of 
them involved there. . 

The public is very confused, They see their airport disappearing, 
and we can't. find a way to get the coordination that there used to 
be within government. In terms of the Forest Service action, we 
have now closed the miIJ in WrangeR It is the only mill in 
WrllngeU. it is thu only employment in Wrangell. Four hundred 
jobs were lost, and the reason is that the funds that were appro

I priated by the Congress to prepare timber for that little mill haveI 
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now lreen used to counteract the petitions moo by the Forest Serv· 
ice, which have 8 greater atanding than jf a member of the public 
had filed them, The Forest Service felt compelled to automatically 
withdraw these lands on the petition of the Forest Service. _ 

Everyone has mentioned the "'W word here. ,"management.Of It 
used to be just Director of the Bureau of the Budget; he still coordi
nated Federal actions to prevent excessive costs by one agency tak
ing on another OM in publi<: before there had mren a nntional policy
established, . 

What has happened to the function ofthc'Office of Management 
and Budget tIwt is toJTevent this collision and confusion of the 
public in having to de in wetlands with three different agencies 
on one issue? 

1 could give you a parade of horribles about thut. A woman I 
know in Nome built a home right on the edge 'of it really small, lit
tle stream. Her home is sinking into that little stream now because 
they won't let her extend t};e pad that· her home was huilt on 6 
feet. She has had three hearings in 2 years. There is no national 
policy. There was under the 1ast administration, by the way. It was 
revoked by this President. ' 

Now, what has happened to the eoordination of poliey between 
agencies that is increasin~ the costs of government? Do you still 
have a management fumbon to coordinate between the agencies 
when they are taking each other on and confusing the public on 
what is national policy? . 

Ms. RIVLIN. Yes we do, and we spend quite a lot of time on 
working out difficuities that arise because there are confli<..1.s in pol~ 
icy. Obviously, we don't get them all, but I think that the problem 
that you point to is 'Very real. We are very conscious of it at OMB, 
but the beads of the major natural resource agencies, especially Ag
riculture and Interior, have also been trying hard to work it out. 

There have been some successes. It doesn't sound like Alaska is 
one of them, but there have been some successes in tl~e agencicR 
working to&:ether in major eoosystems where a conflict between 
agencies eXIsted. The Pacific Northwest is one where, in working 
out the timber plan, good ('.ooperation between Interior and Agri
culture has been fostcnld. The Everglades is another. We are cer
tainly conscious that working together and bringing those agencies 
together, where they an have differing responsibilities in the same 
area, is important. . 

Senator STEVENS_ Wen, I am preparing legislation for the ne,,-t 
Congress to deal with that bec:ause I think it ought to be manda
tory that one agency cannot challenge the lawful activities of an
other without having had a Presidential finding of a nect."Ssity to 
do so. It just seems to me that' this confusion is destroying con
fidence in government.

Let me skip to one other-l see that fast clock has gotten me 
here. I don't know; maybe I am getting older than M1link, 

I did visit with you about the tr.ans-Alaska gas pipeline system, 
It is one of the major projects that is waiting now fot' executive ac
tion. At the time that the oil was du.oovcrt.'<l at Prudhoe BQY. "as ,was associated with its production. It has been reinjected. We ongi . 

:nally thought we had 26 trillion cubic foot of gas, Now, we are told 'Iwe have 65 trillion cubic feet of gas. It is in .,a reservoir, It is cost-

i 

tng those who are using oil now to !"aimeet that gas at even, more 
as we; go through the development of Prudhoe Bay. . 

This is one of the great knnwn resourt;Q: of the United States. 
and I hope that you are proceeding with the task force that we dis

,cussed because this is a project in this country that is a monu& 
mental project, it could be commonced and initiated before the tum 
of the century and be a muJtibnHon~dolh.r stimulus: to our eeonomy 
from the private sector, but it just doesn't seem to have any push 
now from the government sector, . 

Are you going to proceed with a task force on the trans~Alaska 
gas pipeline system? . 

Ms. RlVLlN. We are certainly looki.ug into it. I don't know exactly 
what the st.atus of the task force is at the moment, but you have 
gottR..n it on my agenda. . 

Senator STEVENS. Good. Thank you very much. Thank you, Mr. 
Chairman. Thank you, Senator Roth. 

Chairman GLENN. Thank you, 
, Senator Pryor.. . . 

Senator PRYOR: Thank you, Mr, Chairman. Mr. Chairman, I have 
a short statement which I am not going to give, but if I could,.1 
w,ould like to have it placed in the record, 

.PREPARED STATEMENT OF SENATOR PRYOR 

Mr. Chairman, I w().uld like to thank you for holding this hearing today. Alice 
Rivlin has been doing a good job as Acting director of OMB and I sm pleased that 
soon she should be able to drop the "Acting" !'rom hor title. Her experience over the 
past two yeanl has mnde her 0tW of the best qualified OMS Direew we have seen 
in years. It is essential that we will ha'A\ it new OW DirecWl" to develop the F'YOO 
bud"C 

I knaw that the Diredor of OMB is bomba.tdr.d by difii1,rent il\8ue9 every day but 
one issue that. I urge yM to t'ut;U9 On its management. As the federal gwemment 
maves towarrt its downsizing Utrgt",t of eli:mtnating 272,000 fedmd Ilmploye9. noth. 
iug is more ilnplll1.ant Ulan ensuring that the progrnms that fMll'VO our people eori
tinue to operate and (!jlC"rllW well. The Administration and Cong.reu have worked 
to develop a pulI'lbe-r of too-ki that will allow Oili. to hflppoen. 

To date. it appeal't'l that agencies nrc wrine the buy-oot option to reduoe: the !flu 
of the wgrkform wilhcut undU& disruptloo, Begillrung October 1, 1 belil:\V(! we will 
see Mother round of btlY-<luU as ~eMies mooive their FY95 dollars. My WllCBn 
C<lntinues to be that ~ncies learn from the experience "r the Pl'J$tal Servi«"! ""hQQ 
efforts adverseJy afl"ected selYloe. Agencies should wc;et the buyout. to eliminau 
t1~ry johll so we do not have to repl&ee ~ emPloyees. 

I also will be watching to arurure that agenciM do not tum to oonttootcrll' .Qod oou· 
su!tants to. repllK:e employee who leave during the lIDwnsi%inl!. I know OMS has 
issued guidarn:e on thiz point and hope that it is fOllowed as the agtineies develop 
their FY96 budget&. . . 

I am looking forward to 'Warking with the Department of Ikfcn&e 4$ it irnpiell'lenia 
the requinment fl)J" cost C<lmparioons of&e.lYlce oontrnct.a worth ~ tha.n $100,000. 
For the firnt tirea, setvke oouttads will be ~ to be nwiewed tur oost etred..i'ft· 
ness. I hope that OMB will build on I)(;D'e experiences irt thls 811M and dtltA!rmwtl 
that it is possible to expand aJ$t companoons throughout the Federal GtwtunmenL 

Again, Mr. Chairman. I thank you tor' holdiug this hearing and look forward to 
a apetldy conIinnation of In. Rivlin. 

Cheirman GLENN. Without obj~ion, it will be included in the 
·record.. 

Senator PRYOR. Mr. Chairman. I would like to say that 1 don't 
know of a time in the history of the Office of Management and 
Budget when we have had a Director coming aboard who is more 
qualified than Dr. Rivlin. I want to congratulate you, Dr. Rivlin. 

http:looki.ug
http:management.Of
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.and thank you for being willing to give of yourself. in service to 
your country. 

One or two points. Sena.tor Swvens is gone, but! would like to 
share a concern that I have regarding the issue of wetlands, and' 
1 truly believe it is not an issue of being pro- or anti.-environment. 
We have seen some agencies spin out of .control in thls whole area, 
and this has been going on now about 5 or 6 years. 

I read in the WaU Street Journal &0 artide about illl elderly gen~ 
Ueman who had moved a house tn a site where he had no idea that 
this was classified as wetlands, and they have basically fined this 
man; he is paying $350 a month. This is in west Texas, I believe, 
He has OOen hauled around in court for the last several years. He 
is financiallr and physically, 1 think, broken.. . 

I called hun on the phone yesterday just to see if the art:icle was 
correct that was in the Wall Street Journal He verified each and 
every detail! and it is not fair and I hope that you win interpose
yourseif ann put the tiM" in OMS actively to work in this area to 
try to bring some sense to it. 

Seeond, my concern is, as we downsize with, 270,000w{}r~so fewer 
Federal cnlployoos" I hope that what we are not going to do is to 
replace these same Pederal employees with private contractors. Wc 
ean downsize 500,000 Federal employees. but if we are constantly
increasing the number of private contractors who are either doing 
the same or less work and costing us more, then ii is a very hollow 
victory indeed. . 

An amendment that I recently had adopted to the Defense au
thorlznti(U\ bin would cause our Department of Defense to list what 
it would rost to hire contractors to replace those same Federal cm~ 
ployee:s, not that I am for or against Federal employees, but I just 
think that many times we take those savings we thiuk we have 
captured in downsizing and simply turn around and give it away 
to the private contractors. So, that is an observation I would likc 
to make, 

Once again, 1 congratulate you and 1 look forward to working
with you in the future. 

Thank you, Mr. Chairman. 
Chairman GLENN. Thank you. 
Senator Bennett. 

OPENING STATEMENT OF SENATOR BENNETr 
Senator BENNETT. Thank you, Mr. Chairman. I welcome Ms. 

Rivlin's appearance here 'today and have a line of questioning I 
want to pursue with her at the appropriate time. . 

From an opening statement pomt of view, I agree that you are 
very well qualified for this assignment and I congratulate the 
President on having made the decision to put you there. I think 
your experience at CBO will give you I.ln advantage that the aver
age Director of OMB, if there is such a thing, does not have be
cause you can, out of your experience, bridge the gap, if you will; 
betwetln the two agencies that are always arguin¥ with each other 
as to where the economy is going and what the lmpact ofgovern~ 
ment activities will be. So I welcome you to the Committee and 
welcome you into this assignment. , 
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. As I Ray, Mr. Chairman, at the appropriate time there is an area 
that I want to punfUe in aome detail with a question-and-answer 
circumstance, but I will defer until after all the opening statements , 
have been made and we go through the questioning session for ~Ilt 
experience. 

Thank you, Mr. Chairman, 
Chairman GLENN, Thank you.' . , 
Senator Roth, whom I should have gotten back in' order there. 

Sorry about that. 
, Senator ROTH. That is fine. Mr, Chairman. 

Dr. ruvlin, I appreciate your being a strong supporter of my leg
islation on performance and results. As you know, the real purpose 
of th:i&-it is hard fur the average person to follow what we are 
talking about, but what we are really talking about is· better gov~ 
emment at less cost. What we are really talking about is judging 
programs Qn the basis: of th~:r performance. Are the programs in
deed providing ('!ffect1vely good services to the people back home? 
That. is really what government is all about. 

UnfortunatelY, many of us feel that over the years we have de· 
veloped a bureaucratic approach where too much depends on proc
ess rather than results. So I do want to express my appreciation 
to you for your interest and your 'support because this is, 1 think, 
s tremendously important-ns I...eQn Panetta said, it is really the 
centerpiece of reinventing government. . 

Now,'one of the purposes of this approach, of course, is, as are· 
sult of being abJe to ~udge programs as to whether they are effi
ciently providing services, how much. money they get. How do we 
tie it to the budget? The program does not succeed if our budgetary 
process isn't directly tied to the effectiveness, the results, of each 
program, . 

So one of my questions I would like to ask you is how are we 
going to use it in budget formulation. Second> a related question is 
it seems to me ·that we ought to be judging OUT personnel on the 
basis of performance. How effective a job is a program manager
doing in bringing about good services promptly? . 

If we are going to have an efliclent approach, it seenls to me our 
personnel poJicies--our pay, our compensation-should be hased on 
the results a prQI.'Tam manager is getting for his program. So, here,' 
my question is, in talking about personnel reform. do you have any 
thoughts on linking Federal managers' pay and rewards to how 
wen they are managing their programs, as it is measured under 
my Performance and Resu!ts Act. To me. that is crucial. 

This whole thing has to be tied together. The budgetary process 
and personnel responses have to be tied to whether or not an indi~ , 
vidual, a program manager, is effedively managing that program 
so that it provides real service at minimal cost to the taxpayer.
Would you care te .:omment. please? . 

Ms. RlVLtN. Yes, I think the first thing that has 'to' happen, and , 
your legislation reeognizes this, is that we have to start measuring , 
performance of programs. We can't talk about it in 'the budget and 
we can't talk about it in pay terms until we know what these pro-
grams are producing. That is, as you alao know, not an easy ques.
tion. It takes time and skill to produce measures of performance in 
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programs, and there are dangers of producing mcasurea that lead 
to counter-productive results as well. 

r think what we are doing now with the push that you have 
given us is to start collecting measures of the performance of pro
grams and asking questions about them in the budget review I re
quiring that manageM.l sny what it is they are producing and give 
us measures of them. . 	 . 

Now. that part. I think~ win go along. I can't t>a.y that we win 
have a moment when aU budget decisions are made on perform
ance. I don't expect to live that long; I suspect. you don't either. But. 
I think what'we can promise is that discussion of performance will 
play an increasing role in budget decisions. . 	 . 

The pay thing is harder, [ think we are engaged now in consider
ing eivil service reform and trying to set a system that will have 
more incentives for performance in it. The trouble with doing that 
nnd putting it in the law i., that it can turn out to be quite mechan- . 
ieat The efforl:.<:! that have been made so far in the SES system, 
such as giving bonuses baRed on performance, have not been ter~ 
rihIy succes.<>ful. We have got to do better than that, 

Senator RoTH, Well, I cnngratulate you on the number of pilot 
programs you have initiated. I think that :is ex.cellent, and, I agree 
as to the complexity. but I do think 'We aU have to push hard if 
we are really going to reali2e the time schedule we have Bet for this ' 
program. 	 . , 

Let me make a comment on personnel becaUSe one of my con· 
cerns is the reason why we have a bureaucracy that doesn't have 
the confidence of the people. Frankly, I think we have many, many 
excellent public servants, Make no mistake about that, but it is the 
system that is wrong and the problem with the current system is 
that people are rewarded by the si~ of their pay, by the size of 
their budget, by the size of the bureaucracy they manage, rather 
than how effectively they are providing servioos to the American 
poopl•. 

I think we have got to grapple with that problem, and we have 
got to be careful because both parties will be suspicion that if you 
dun't do it in an intelligent wny, it will be used for partisan advan~ 
togo, and that is not the answer. But I do urge you that if we are 
going to talk about rea) reform. we have got to begin rewarding. 
people who do a job in the sense of performance fur the Amencan 
people and not on the basis of how many levels of bureaucrats 
serve under them, 

Ms. RrVLIN. Right. 	 , 
Chairman GLENN. Thank you, Senator Roth. That 1s a tough one. 

I am a cosponsor of Bill's legislation that went through here. I 
think it is excellent and I want to see it implt?mented. I had a pub
Usher of a paper in Ohio, though, who said we ought to do the 
same thing with Congressmen and Senators, and I said. well, what 
are you going to use as a stondard for productivity? So this is a 

. very difficult thing to implement. . 
Senator ROTH. Does that mean how many laws we pass p.3ch 

year as productivity? 
Chairman GLENN. That is why r said, how would you do this; 

what is. productive, the number of bills you put in per year, or 

, whatever? He didn't have any. answer to that, but it was an inter~ 
esting comment anyway. 

Senator Dorgan. . 
Senator DORGAN. Mr: Chairman, thank you very much, . 
Dr. Rivlin, I mentioned monetary policy ·and the Federal Reserve 

Board to you a moment a~. I mentioned also that the Federal Re
serve Borud has, in five mwn:<St rate increases, largely in secret 
-,."ith no public debate,.taken back one-fifth of aU of last year's defi~ 
cit reduction package. They have increased the cost of borrowing to 
the Federal Government by well over $100 billion. 

I must say I admire the administration's patience. I would be in
" dined to want to get Q front-end loader and a utility trailer and 
g~t d~w;n there an~ c.leanup at the Fed. Te)l m~ what );'our impres· 
8mn 18 In the admmlstration about what IS gomg' on 1n monetary 
policy, This notion that there ia some massive· threat from inflation' 
and therefore they are going. to put the brakes on the economy with 
higher interest rates-why have we not heard mueh from the ad
ministration about that? 
· Ms. RtvLlN. Well. for one reason, the administration does respect 

the independence of the Fed. That is the way we have set up the 

Federal-Reserve. That is the way the law is. The Federa) Reserve 

is independent and we should respect its independence, 

. From a more ·economic point of view, one would have expected, 

as t.he economy grows rapidly as it is now, that interest rates· 


· would rise, Now, the question Ls how much of an interest rate inw 
crease is appropriate. There is a history of many recoveries from 
reccssions ending because the Federal Reserve overdid it and took 
too strict steps on monetary policy, . 

I don't think ther have overdone it yet, but over the next year 
·	or so, everyone wil have to grapple with the question of whether 
it is better to have the Federal Reserve raise interest ruu.'S or e.xe. 
cute a mure restrictive fiscal policy to take another bite at the defi
cit if the economy grows at a faster rate than is sustainable in t1;te 

· long run. That will be a real tradeoff question. 
Senator DoRGAN. Well, I certainly respect their independence, 

· but there are too many in this town, probably, that mistake the dif~ 
ference between respect and worship, ] mean, Fed policies, it seems 
to me, ought to be the subject of substantia) debate, despite the 
fact that they are independent. .

I 
 I would like to ask n couple questions about your llIl$Wer. You 

said a recovery wiJl necessarily mean ,higher interest rates. WhY. 

would that 00 the case? . .. 


Ms. RlVLfN. Well, as the eronomy grows and moves back toward 
capacity, there is more demand for funds. Interest rates are likely 
to rise from the demand side, and lethe Federal Reserve is looking 
ahead, as it does, it will be conscious that the economy can't grow 
faster than its potential for very long, So they will worry about 
slowing it down a hit so that we have slow, ·steady growth rather 
than over~rapid growth. . . 

Senator DORGAN, The problem with that logic-and I have both 
studied and taught eeonomies-the problem with it is that we were 
told in GAT}' and in NAFfA that we now access the world's fac~ 
tories for the production of our refrigerators and OUT shirts, We 
now have a safety relief valve of an unemployed army or workers 
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in Mexico. Our labor market is now composed of three billion work
ers around the world. 

So when we come hack to the classic definition of labor capacity,. 
and argument that higher capacity will drive up prices and there
fore exacerbate inflation. that line of thinking is at odds with what 
is argued by those who support NAFI'A and GATl'. Multinational 
co~rations have every opportunity to use other labor outside of 
the U.S. markets a...Tld other factories outside of the U.S. factories. 
I know of no one who would argue that we are at or near potential 
this planet's productive capacity. 

I simply make that point to tell you I find no credible evidence 
that inflation is on the rise. I find the independence of the Fed, as 
they sit over there decidirig to fan the economy without public dis
cussion or debate, troubling, to say the least. 

I am somewhat amazed that the administration doesn't seem to 
be more publicly concerned about it. Perhaps· the Administration 
believes there is a political correctness about the way you discuss 
Federal monetary policy. Often, those who talk as I just did are 
told that we want.to politicize monetary policy.

I spoke on the floor not too long ago, and another Senator re
plied: well, better the Fed making these decisions than having a 
bunch of politicians decide on interest rates. That is fine, but it 
seemS to me that is not the question, and I just have great prob
lems with the fact that no matter what fiscal policy we construct, 
the administration, the Congress, Republicans, Democrats, it can 
be undone in nearly an instant by monetary policy that is discon
nected to what Congress does or what people aspire to do. So, that 
is my concern. . . 

I have just been interested in the patience the administration 
has shown with respect to what the Fed has been doing. Do you 
have any guess at what they are going to do this afternoon? 

Ms, RIVLIN. No, I don't. . 
Senator DORGAN. Do you have any hopes?
Ms. RIVLIN. No, I don't think I want to express a hope. I think 

the only thing I can say is that I am glad I am a candidate for Di-. 
rector of OMB and not for a position on the Fed. It is a hard place 
to be at the moment. 

Senator DORGAN. But you are a very distinguished thinker on 
these issues. Do you think that there is any basis on which the Fed 
would be able to credibly make the case today that another interest 
rate increase is necessary for the economy? . 

Ms. RIVLlN. I think it is a hard call from their point of view. I 
share your view that there is no imminent threat of inflation, but 
the Federal Reserve ·has tended to worry more about inflation, and 
that is natural because it is their job, than have others in Govern
ment. There is also a real question of how cautious to be. 

The economy is growing rapidly, and though all the things that . 
you say about international markets are true, we are operating at' 
the moment at a high level of capacity. The Federal Reserve does 
not want to take a risk of the economy growing too rapidly, and 
so it is a question of how you balance that risk. 

Senator DORGAN. But it is \villing to take the risk of plunging the 
country into another recession. I would simply point out that the 
Federal Reserve Act itself would not give comfort to those who say 
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that the only job of the Federal Reserve Board is to maintain 'stable 
prices. That'is one of the Fed's goals, and I think a very significant 
and important one. But the twin goals of stable prices and full em
ployment in this country have long represented. the economic 'goals 
that ~1l of us, including the Fed, are required to, .or at least ought 
to, be concerned about, 

Ms.-RIVLIN. Right. . 
. Senator DORGAN. Well, you have demonstrated probably a'quali

fication for the State Department. You have been very diplomatic 
in the way you have responded to my questions about the Federal 
Reserve Board. . 

I think you are eminently well qualified to head OMB and ram 
delighted that you are apparently going to do that. I hope one of 
these days all of us can have a gloves-off discussion about mone
tary policy, with reverence, but not worship, for the institution of 
the Fed. The Fed is independent, but monetary policy ought to be 
subject to some public debate. 
. Chairman GLENN. Thank you, Senator Dorgan.. 

Senator Akaka. . 

OPENING STATEMENT OF SENATOR AKAKA 
Senator ~. Thank you very much, Mr. Chairman. 
Good morning, Dr. Rivlin. It is good to have you here. 
Ms. RIVLIN. Good morning. - . 
Senator AKAKA. It is nice to see you again. I am glad that we 

are finally able to get your nomination moving through the con
fIrmation process. It is certainly. reassuring to have someone with 
your experience and expertise in the most critical of positions, and 
I remember the respect you had' when you were founding Director 
of CBO back there for about 8 years. So you have a reputation that 
you carry. 

Dr. Rivlin; aside from the administration of the Federal' budget, 
OMB is charged with evaluating and coordinating various manage
ment procedures among Federal departments and agencies. As I 
mentioned to you during your visit to my office, an issue that is 
very important to me is OMB's current review of statistical policy 
directive No. 15, an important guideline governin~ racial and eth
nic statistics. This review, which included nationWlde hearings this 
past summer, is being conducted in preparation for the 2000 cen
sus, and I want to thank you very much for the decision that you 
made in having a hearing in Hawaii.· . 

I wish to reiterate to you my continuing mission in this regard 
to have native Hawaiians reclassified in the same category as

I - American Indians and Alaska natives, 'As you well know, we are 
currently in the same category as Asians and Pacific Islanders. Yet, 
while we are culturally Polynesian, native Hawaiians are descend
ants of the aboriginal -people who occupied and exercised sov
ereignty in the area that now constitutes the State of Hawaii Like 
the varying' cultures among the hundreds of American' Indian 
tribes and Alaska native groups, native Hawaiians also have a 
unique political and historical relationship with the United States. : 

I am extremely concerned about the persistent misperception by 
most Americans, in particular Federal officials, that we are not na-
tive peoples' of this country and that we will continue to fall 
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through the cracks, My proposal simply seeks to rightfully plare 
native Hawaiians in the same category as the othru- native peopJes
of this country. It does not, and I repeat, does not, affect the g(lV
ernment-to-government relationship which exists between Feder
any~recognized tribes and Alaska natives. It also does nut affect the 
poUtical status: of native Hawaiians, That is somethi.ng we as na
tive Hawaiians will resolve through the lew,slative process, 

Nevertheless, I anticipate that yuu will 00 hearing from con
cerned tribes that the indusion of native Hawaii!UlS in the sllme 
category as American Indians and Alaska natives will somehow af· 
feet their political relationship with the Federal Government or 
would impact their entitlement programs. This is simply not true, 

The intention of the directive a'i adopted in 1971 was clear, and 
that is that the classification should not be viewed as determinants 
of eligibility in any Federal program. I know that, and I know you 
know that, too. I strongly urge that the Clinton administration use 
its owu best judgment in evaluating this very important issue. 

Nearly 1 year ago, President Clinton signed into law a joint rest}
lution 'offering an apoJogy- for U.S, wmplicity in the January 17, 
1893, overthrow of the Hawaiian gQVcrnment. The measure alsO' 
committed the Federal· Government to reconciliation efforts with" 
the Hawaiian people. . 

Dr. RivHu. needless to say, actions are stronger than words. 
While much must be done through the Congress, the'Clinton ad~ 
ministration>s action in supporting my proposal to reclassify native 
Hawaiians would certainly go a long way toward strengthening its 
own relationship wjth my people. I look forward to working with 
you over the coming year-and-n-half as OMB concludes its review 
of direciive No. 15. 

I also wish to appJaud your commitment in making management 
a critical component of OMS's budget prQC(l'SS. Your interest in 
management is well-known, and I have no doubt that the fiscal 
year 1996 budget process will reflect. your desire to fully integrate 
the various management tools this Committee has given the Fed.~ 
eral Government. 1 know you share my enthusiasm in integrating 
these tools-the Government Performance and, Results Act, the 
Chief Financial Officers Act, and the NPR. to name a few~into the 
fmeal year 1996 budget. 

Mr. Chairman. I don't have any questions at this point, and I am 
fully confident, Dr. Rivlin, that yOu will be CQnfirmL'ti by the nlll 
Senate. Tha.nk you very much. 

Thank you, Mr. Chairman. 
Chairman GLENN. Thank you, Senator Akaka. 
Senator Bennett, I don't know whether you made your opening 

statement, We were into questions and maybe I got you Qut of 
order. and if I delayed you, I am sorry. But if you had questions 
or a statement. we will.take them right now. " 

Senator BEN1II1.rl'T. Thank you, Mr. Chainnan. It is my fault for 
coming in late. I had the usual other oonflit"t.'1. '. 

Dr. RivJin. your resume makes it very clear you are as well . 
trained in economics as We are going to fmd, and I am delighted 
that you have had the broad background of experience you have in 
the various piares, academic and foundation, and so on. 

My training and background has aU been in business. I took a 
few economics classes, but Lwouldn't attempt to try.to remember 
most of what I learned there. But I do remember some lessons from 
operating in the economy and I would like to have a dinIog with 
you about them. . 

No one can survive in business unless he or she can accurately 
forecast how the market is going to react. You come out with a 
prrxiuct, you forecast thut wiU sen «x>1 number rif v.idgets, and so· 
you produce the number of widgets you think you have, and so on 

I 

and so forth. You understand the process.


Nothing can be- more devastating to a business than to make the 

wrong forecast. You build too many widgets; you have a warehow;~ 

ndl of them and they don't sell and you are buried under the cost 
of that. You -make too few widgets and you lose your market bt.... 
cause you have a world full of angry and' unsatisfiud. customers. I 
mean, forecasting is a· constant, constant battle, and one· of the . 
m~or advantages of being in the infonnation age is that forecast· 
ingtools are constant.ly getting better and more reeent. ." 
, No one" can ten you reany, with assurance, whut the future is 
going to be, but the ahility of the computer and intelligence sr·ft· 
ware programs is that you know what yesterday was, and that is 
enormously valuable to you 65 you are trying to project what to· 
morrow will be, compared to my grandfather, who didn't know 

• what yesterday was until the a.ccountants had come in and WOl1lti 
give him last year's report. I have seen businesses founder soteJy 
because, for whatever reason. their computers couldn't ten them. 
what had happened right away.

So, now I come into the .I:<~ederal Government after a earoor in th.. 
business world and, frankly, I am appalled at what I find. We have 
forecasts that miss the mark widely. We have projections out of 
GBO, and I presume OMB, that defy ali common Reuse .. and yet
drive policy.. 

I lmderstand the ranking member, Mr. Roth. once asked t,~e 
CBO to project revenues at a l00~~rcent tax rate and was tc·id 
that the revenues to the Federal Cov-errunent wouLd equal thE;: 
gross domestic product because the romputcrs were not pro
grammed to recognize that a lOO·percent tax rate would reduce 
economic activity to zero. .: 

We had aU of the debates during the days of the Laffer CIM\t~, 
and people say, oh. the Laffer curve is nonsense and supply lride 
economics is voodoo economics. But every businessman deals w~~b 
the Lafler -curve every day. Do you raise your revenues by raising 
prices or do you raise your revenues by ~tting prices? In govern·· 
·ment. cutting prices is the equivalent of cutting t.axes. 

I have presided over a eompany with a product mix and we 
. raised revenue by raising prices' on some products and cutting 

prices on other products, and it has to do with oompetition, it hws 
to do with customer value, it has to do with a lot of things that 
Federal managers don't lH'lVC to deal with. . . 

But this.is not a trivial matter beeause we stand up on the floc!"" 
of the Sennte and have debates that,strike.me as surreal, as poople 
say, well, if we make this amendment in this bill, eBO scores it 
and we win save $400 biUion over the next. 5 years. 1 am sitting 
here .saying. guys, you don't really .seriously ~lieve that. Oh. yu~\ 
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and the prime example which WQ have heard o"er nnd over again, 
but 1 want to give it to you once again to get it on here because 
it is like the emperor's new clothes-it is the same story, but ap
plies again and again and again-is the pr~ections and the reao
tions on the luxury boat tax. . 

Now, here was an industry that was at the edge of collapse be
cause of overcapacity, and the la.st thing in the world it needed was 
a ptk"e' increase. In order to sort the industry out, what it needed 
W6.;i, prk-e-cutting and eliminate some of the less productive folks 
and get more revenue into the industry because" more people would 
buy boats becauSQ they would be available oocauRe of lower prices. 

The Congress, in its wisdom, comes along, or the summit out at 
Andrews Air Force Base, and says we arc going to slap a 10-per
cent price increase on this industry, and it destroyed the industrY. 
destroyed jobs, destroyed 'income, destroyed economic activity. The 
net revenue to the government.went spiraling downward as a re
sult of that lO-percent increasel which the romputers scored, 
straight~Jine extrapolation, here is last year's product, we add 10 
ffflreent.to it and this is what will come to the government.

Senator CharI*! approached me and said, wQuid you cosponsor 
my effort to remove the luxury tax on boats. I said, I am stunned 
that it is still there after aU these years of economic ravaging of 
the industry. He RaYS, yes, we have been talking about. I said. ab
solutely, John, I will cosponsor it, I win do the whole thing. even 
though we don't have any boat manufacturers in Utah.. 

Then he said, but, Bob, understand, we are going to have to find 
somewhere in the budget an offsetting revenue increase because of 
the revenue l{)ss that will occur if we remove this tax. I said, you
have got to be out of your mind. There: is no loss if we remove this 
tax, The government revenllP'.s are going to go up jfwe remove this 
tux. Evcryoody knows it:and he says, yes, but that lS not the way
the computers score it. . 

I had to look the other way because of my opposition to tax in,
creases in order to cosponsor this removal (If the tax. We carne up 
with some combination of so many cents on boat fuel, or whatever. 
Frankly, I can't give you the details because it was so repugnant 
to me 1 didn't want to learn them and, as 1 say. 1 looked the other 
way, But, finally, something was put together so that on paper we 
said we will replace the revenue lost by. repealing the tax on luxury 
boats by increasing the taxes here, thl':!'re and ev<;rywhere, and 
therefore it is balanced, and so on.. . . 

Is there anything we can do about that whole process that says 
straight-line extrapoiation seems to be the rule cif the day in fore

. casting? It ends up on the Congress' side driving us into stupid de
cisions like the boat tax decision where the obviOUS, common-sense. 
real-world answer is, whoo,J?S, we raised the price on this product
and people aren't buyinJ!. It anymore, let's stop right now, not 4 
y~l.'!rs, 6 years later, Let s stop right now and say we are going to . 
-cut the price, therefore prolong: the lifetime of this product, or in 
this ease this industry, be<;ause the devastation in lost jobs, unem
ployment compensation, lost· productivity, lost everything by de
stroying a domestic industry through the lO-percent lUXUry tax was 
very severe, but somehow the process around here and the way the 
CEO computers and the "OMS computers. and so on, are ·pro

grammed won't allow U8 to make this kind of obvieua sort of deci
sion. . 

Now, that is a long spooch, but you were prepared for it, I think, 
a little, and I very much appreciate having this dialog with you 
about. this whole question of forecasting. 

. Ms. RIVUN. Well. first, you are quite right that forecasting is 
very important to everything we do, whether you are in business 
or' whether you are in the government, The hardest thing to fore
(;SSt is the performance of the aggregate economy. We are not very 
good at that. The eronomy is a very complicated system and .:!cono~ 
mist.'S simply are not very good at forecasting what will happen to 
the tota1 economy, especially around turning points either turningI 	 into recession or turning back up again. , , .. 

I 	 . Now, once you have got the economic forecast, the rest of it isn't 

so haret It is not difficult to forecast. what will happen if you 

change a spending program or a tax program, given the economic 

forecast. I think your luxury boat example is actually very good. 


·The problem with respect to the luxury boat tax, and I might add 
1 wasn't a party to this, WeB that at the time the forecast was being 
made in 1990, nobody was forecasting the 1990 recession. The eeo
nomic assumptions on whic~ those forecasts of revenue were made 
were a continuation Qf modest growth through .that period.· 

Now
j 

you are quite right that raising the price of boats probably 
contributed in some degree, major or minor, to the faet t.hat in the 
next year not very many boats were .sold, but there was another 
big contribution. The next year was a deep re<:ession year, and the 
market for luxury boats is very responsive to what is going on in 
the economy. So I think the big mistake in that case was that none 
forecast the recession. . 

Whatever one Urinks of the luxury boat tax, the recession eer~ 
tainly playeda part in cutting the market for boats. Any time you 
make n forecast of a policy's impact., you are really at the mercy 
of the uncertainty about the economy. What we can do about that 
is not clear to me. We have all worked very hard on improving fore
casting methods in various parts of the government, including the 
executive branch and the CBO, and peopJe work very hard on thia 
in private industry. The fact of the matter is that nobody is very 
good at it. '. . 

In private industry, you are also at the mercy of what will hap
pen to the aggregate market. You can control some things. You can 
control the price of your 'product, but you cannot control what wiJI " 
happen to demand for your produCt if the economy suddenlY· goes 

I into a recession or even if it reeovcrs and people start buying 
, ! things again. ..' 
r Senator BENNETI'. I would like to 'pursue this,'Mr. Chairman. I , 

realize my time· is gone, Let's do another round. I would like toi 
i come back to it. 


Chairman GLENN. Yes. We will start a sCC<lnd round ·right now, 

Dr, Riviin. I want to get back. to some ofthe·CFO organizational 


i 
! 

problems in the agencies. Some CFO's. from our view, have not 
been given the responsibilities envisioned by the Act. We, had a 
hearing recently, for instance, where we took OPM to task, the Of~

I· ., fite of Personnel Management, beeause of the problem. They should 

I 

http:ffflreent.to


40 

be setting an f>.xample. actually, for the rest of government as far 
as I ,am coocemoo. 

Your latest CFO plan shows the Agriculture Department as the 
only agency without an approved CFO plan. Have you looked into 
tiull? What IS the plan the~1 What is the problem? 

Ms. RJVI.1N. Yes, we have, and we are working with the Depart.. 
ment of miculture on this. 1 talked to John Koskinen about it yeEw 
t<1rdny and he is hopeful that we can work it out, hut it has been 
a problem of some difference of opinion on how this plan ought to 
work. We haven't worked it out yet. 

Chairman GLENN. Well, I realize that, and I think there has 
been a scrap going on at Agriculture. I am not sure what level of 
leadership ovet there doesn't want to give CFO fuU responsibility. 
I thought there was an agreement that had been worked Qut with 
Pbil Lader. He had worked with them some on that, I know, and 
1 thought we had that worked out. In fact. my understanding is 
that there was an agreement in writing and that they are now 
b<lckwpeddHng off of that. Is that a true situation? 

Ms. RrvLrN. Yes, but we will work with them and I think we can 
get this resolved in fairly short order, 

Chairman GI.ENN. OK. I probably shouldn't be commenting on 
Ai without having them present to defend themselves, but the Ag
rkulture Department-the general reputation he~ on the Hill,· I 
think, is that they are one of the most set in their ways, Jeast ame
nable to change among departments in government. So 1 hope they 
eet. with it on this eFO. 

If they need some push from here on the Hm, just let me know 
because I would be more than happy to do it, We are very serious 
about the CFO Act and its implementation, and as we have said 
oof(lre, Chuck Bowsher at GAO said i~ was the best step forward 
in financial management and gave you more tools than anything 
in the Last 40 years. Whether that is an accurate estimate of it, I 
don't know, but we want to do whatever we can to,movl!! everybody 
into full cooperation on this because we think it is so key, . 

We haven't heard a whQle lot about the high~risk areas. Those 
!Ugh-risk areas were set up originally because of this Committee. 
We had asked the General Aeeounting Office to look into the areas 
of government where they saw the biggest problems, the most like
ly budget problems, the Inost likeli.hood of mismanagement and 
waste of government money. taxpayer money. 'They gave us thaL 

We asked OMB, und€r Mr. Dannan, to make n similar estimate. 
and they went at it on a completely independent basis and the 
high-risk lists then came out. We do them annuaUy now and they 
came Qut surprisingly the same even though they were arrived at 
independently by OMB and GAO, and we think tbey'sre a valuab!e 
tool for you to try to stop some of the most likely hemorrhage 
point.. in budgeting in government, 

Would you comment on that and your use of the high-risk areas 
and how you plan to use those? 

Ms. RIVLIN. Yes. I think the high-risk Hst ha.o; been a very useful 
contribution in focusing attention on areas where there really was 
a danger that systfo.ms might break down and where the hope was 
to focuR attention bcl'ore the catastrophe happened. 
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We have spent quite a lot of time on the high-risk Hst in the last 
few weeks, The list seemed to have been useful but appeared to 
have not been reviewed intensively very ~ntly. We thcl'(I!fore 
went through an intensive review, item by item. with t.he financial 
management people and the relevant RMOs. 1 partici{lated in these 
meetings myse-If, and went down the list item by ltem. I asked 
about the status of each item, how seriously. the department was 
taking it, the progress since we last saw it, if nny problems had 
been solved, and wheth€r we cou1d take them off the list. 

After going through the entire list and winnowing it down, we 
picked out the things we thought weTe highe-st priority and those 
that could come off the list because they seemed to be under con
troL That list will be reviewed in the course of our budget review 
with the agencies and will appear in the 1996 budget when we 
publish it. 

Chairman. GLENN, OK, good. We thoulfht that· publishing that 
high·risk Hst-that managers in the vanous agencies, once they 
were listed on a high~risk list, they _would take i~ediate action 
to make sure that their department or their agency took corrective 
adion. That hasn't always boon the case. , 

We have thought here of maybe holding press conferences and 
things like that to let a little sunshine in and bring some attention 
to the problems and to push them harder about taking corrective 
action. We may still want to do that, but I think this can be a V{!ry 
good tool for you to use over there in your shop, also. 

GAO has recently issued an excellent report on strategic informn~ 
llon management, and it has been valuable jn QUi' efforts to reau
thorize the Paperwork Reduction Act. The President and the Vice 
President have talked fJ. lot about the promise of new technol€lgy 
and new infonnation infrastructure. We have got to get more value 
out of the goverrunent. . 

We put about $25 biUion a year in annual investment in informa~ 
tion technology right now. Do you have any idea how we can make 
mOre efficient use of that money and how we are going to structure 
this whole new information infra."Itructure, as they call it'! 

Ms. RrVLlN, Yes. That is something we are working hard OJ). 
Sally Kaben, who heads OIRA, as you know, has been workiJ1ij' 
particularly hard on it getting the whole organization into it. Sally 
now has people in each of the RMOs tha.t she is working with to 
make sure they understand the infonnatian managf'.ment problem 
and are working with their agencies on it. . 

We are working with the GAO on a joint pJ..tbUcation manual or ' 
set of guidelines fOT evaluating information technology and guiding 
investments in information technology. I think that is going well. 
We will be working with the agencies sa wen to make sure they 
implement these guidelines and that we have a sense across the 
government of how this money is being sr.ent, 

The $25 billion isn't all investment. A ot of that is operating and 
management, but 1 think the key elements are what new systems 
we are bringing on line and whether we are we doing that effec~ 
tively. . 

Chairman GLENN. As we move into that area with all this new 
information flow, we are running into some major problems as far 
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as security and ·privacy are concerned. I don't know that we have 
really learned quite how to go at that yet either. 

Senator Roth. . . 
Senator ROTH. Dr. Rivlin, both you and I have had a lot of inter· 

est in strengthening Federalism. I am concerned that Federal and 
State responsibilities are being b!urred by the fact that increas
ingly every level of government is becoming involved in every prob· 
lem, or at least the Federal Government i:; becoming involved in al
most every aspect of government. 

You wrote some time ago a book in which you addressed the seri
ousness of this problem and the need to sort out levels of respon
sibility and financing those responsibilities. I think that is part of 
the reason the American people are so unhappy. They don't see 
government solving problems. They don't know who to hold respon
sible, and as a result you have serious financial problems as to how 
you are going to finance the different areas. . 

Let me ask you, is there any thought within OMB or within the 
administration to try to address this? As I said to you when you 
were here 20 months ago, I thought this administration was in a 
unique position to do something because when President Reagan 
tried, he was attacked on the grounds that he was trying to kill 
programs. I don't think that would be the case here. It is more like 
Nixon going to China; nobody attacked him for being a communist. 

Do you see any action in this area, and do you continue to feel 
as strongly as you once did as to the importance of. sorting out re- . 
sponsibilities? 

Ms. RIVLlN. I do. I think it is a very important thing to do, and 
the President, having been a governor, is also very interested in 
the interaction of the Federal Government and States. We have not. 
moved toward any drastic sorting-out in the Clinton administra
tion, but what we have done is pay a lot of attention to how the 
interaction works at the State and local level to try to find ways 
that the different levels can work together better and not get in 
each other's way. . 

One of the indications of that is a program that the Attorney , 
General has put together which is called PACT. I am not sure what 
those initials stand for exactly, but it is an effort in the area of pre j
vention of violence. Intensively. we poll a small number of commu
nities-three of them are urban areas and one of them is a State, 
namely Nebraska-by asking, how can we work with you to pool i 
the efforts of Federal agencies on various aspects of this problem I'and do what the local area feels is 'most necessary? 

There are a lot of efforts now, I think, to· work across govern
mental lines. Oregon is taking a major step not only toward meas
uring the results of what the State government does, but also in 
working with the local governments .. The Federal Government is 
now working with Oregon to see if we can harmonize the programs 
and have them work better together. . 

Senator ROTH. Let me just comment. All that is fine and good, 
and I congratulate you for trying to have better cooperation, but it 
really doesn't solve the basic problem of who is responsible for 
what. You still have· both the Federal Government and the States 
involved, and to me that is creating a problem. 
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. I have congratulated the administration fOr its initial steps, but 
I think we-need to move beyond my performance and results act. 
We are now signing into law and 1 am delighted-military procure
ment reform. 1 think that is an important initiative, but we_ have. 
got to have the courage to address the basic problem that you 
raised in your book, and I can't emphasize that too st~ngly, if we 
are really going to make government effective. . . 
. Let me raise another point, if I may. I recently had a study made 
by the Office of Technology Assessment on computer security, and 
the Office of Technology Assessment, to be quite frank. was critical . 
of OMB's implementation of information security and privacy re
quirements. . 

This is a matter of great concern to me because, as I understand 
it, our computers are not secure. In fact, it is very difficult, I gath
er, to really make them totally secure. Yet, we have a lot of infor
mation, important from the security standpoint, important from 
the privacy point of view. We are talking about putting all of pea

. pie's taxes on computers.
Now, if we think we have had an uproar in the past, if it be

comes obvious that people, unauthorized, are able to interpose into 
these computers and get this kind of highly confidential informa
tion, we are going to have an uprising the likes of which we have 
never seen. I wonder what OMB is doing about this and what you 
intend to do about it. 

Ms. RIVLIN. I certainly" share your concern. I know the Chairman 
does, too. He recently mentioned the security of information. I 
think it is a very big problem, and if we don't solve it technically 
to reassure people that- the information they give the government 
is really secure and won't be misused, then they won't provide this 
information. Frankly, we need it to run things more effectively. 

We are focused on this problem: I haven't read the OTA report 
yet, but we are focused on this· problem at OMB. Sally Katzen is 
chairing an interagency group on information policy that is looking 
at this, and we will give it a lot of attention. 

Senator ROTH. Well, I can't stress the critical nature enough be
cause, as I said, it affects the national security, it affects our com· 
petitiveness. If other countries and other foreign businesses can 
somehow intrude and get· this kind of information, we have too 
much at stake. So I do urge that you make this a top priority. 

Mr. Chairman, I have other questions, but I am going to have 
to leave to go to another meeting. Will we be able to submit ques
tions? 

Chairman GLENN. Sure, absolutely. 

Senator ROTH. Thank you, Mr. Chairman.· 

Ms. RIVLIN. Thank you. I will. be happy to answer questions 


later. 
Chairman GLENN. Before Senator Roth leaves, we had jointly re

quested that study by OTA. They have done a lot of good work. We 
released the report last week, and it addresses a big area as we 
move into this computerized flow of information. 

IRS computer security is one area that we have dealt with in this 
Committee and talked with Ms. Richardson over there, Peggy Rich
ardson, the Commissioner. I don't know what your plans are in the 
upcoming year for her budget, but I will tell you that· computer 
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t:'lcdernization over there just has to be funded. This is the ~ne spot 
wiu.te eVE-,J)' American has 8n interface with government eveI')' 
you and if that gets fouled up where peop1e have. lit low confidence 
level tha.t they are being.dealt with fairly. we have got very major, 
111::r;o1' problems. So we have fought on this Committee to keep from 
reducing her 'people and the computer modernization over there, 
and 1 hope you can keep that in mmd 8S you go. 

Senator Bennett. . 
Senator BF..NNETr. Thank you, Mr. Chairman. If I may comment 

on your comment, back to our discussion about the aggregate eron
'1~l)y and forecasting. I do not mean this disrespectfully and I think 
thih is the kind of CQmment maybe we ought to have over lunch 
f!l.)me time. 

Ms. R1VLlN. Crlmrl. 
S~nator'BENNETI'. I think you are missing a ml\ior point, and 

~llayoo aU professional economists miss this point and I wiU sum
marize· it in a statement that I learned very early when I started 
in-.esting in the stock market. It is 11 c1h:he, but like most cliches 
\t bappens to be true. 

']'here is no stock market; ,there is a market of stocks. We hear 
the phrase "the stock market has 'gone down," Qr "the stock market 
is stagnant," and there are some stocks that are going up, and "the 
::;to~:k market is booming,'" and there are some stocks that are going 
down. 

The stock which represellts the bulk of my assets, the cQmpany 
that 1 served as the CEO of, went up du:ring a period of time when 
{be stock market itself was static, When I erune to the Senate, I 
rook som'e of my money and I put it in 8 mutual fund and it is 
worth less today than it was when I bought it, and lhe stock that 
I stJld to put it ill the mutual fund to diversify is now about 60 per
~nt higher than it was. So, obViously. r made a dumb decision. 

The point is that to say, well, the luxury boat. business w(nlld 
have gone down anyway because the aggregate economy went 
down, is not necessarily true. It may be true in this insmnre, I 
t!,:n:t't know. I have talked to people in the boat industry who said 
thRt the circumstance of the industry at the time the tax increase 
V!8Sput in was absolutely disastrous timing, and they weren't talk· 
ing about the tide of the economy, -They were talking about the 
:;tate of the industry, the state of the companies in it, the state of 
":Xl-mpetition. " 

The olle thing they all wanted to do and needed to do was cut 
l.loteir prices. At the very best. they had to hold their prices. and 
here comes the government and, blindly, willy-nilly, increases their 
plices 10 percent.. They tell me--admittedJy, they are parties at in
terest here-that it was the tax increase that devastated the indus.. 
try and cloaed down the people. That is my comment on your com~ 
ment. 

Let's go on to the more specific governmental issue that is facing 
us right now, and we have a prime exampJe in GA'IT. Under the 
rules of PAYGO, we have got to find $12 billion in cuts up here 
in order to pay for GATT, and every forecast that I have seen says 
that in tho period of time that that $12 biUion in revenue wiU be 
Jost in the first. 5 y:cars, nearly $30 billion in revenue will be cre~ 
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ated because GATT will stimulate new and increased economic aC· 

ti1Pl· run a businessman who is being told. OK, it is going to costI you $12 billion to launch this product. but it will produce $30 bil
I lion in increased revenues, I say that is a gooo deal and let's do 
I it. Here is a circumstance where we are being told we can't do itI unless somehow we raise taxes or cut expenditures someplace else 

i . for $12 billion. 'l'hat is ridiculous, but the way the computers arc 
programmed and the way the rules are written either we have to 
formally waive tile Jawor come up with $12 billion somewhere. Asi, 1 say, that doesn't strike me as either sound management or budg
eting. 

Is there any way your office. under your leadership. can begin to 
address the.i1ie issues and say, instead of the static kind of forecast
ing tools that we are using. here are some alternative methods of 
examining this that can guide the Gongresa as they make these 
kinds of decisions? 

"Ms. R1vLIN, I have a great deal of sympathy with this argument. 
The administration. as you know. ,has fought hard for GA'IT. and 
one of the agonizing parts of this. has been that it has been nec
essary to come up with th..'Se ofISets. It is not easy to do that and 
we have offended a lot of people in the process. It would have been 
a Jot. easier to take the poaition that you am describing and be able 
to say this is gQod for the economy, so let's do it. , 

The problem with going down that route is that it is a shppery 
slope. Almost eve;:thing we do. not only on the w side but also, 
on the spending SIde, we do because it has an ultimate beneficial 
'effect on the economy. One could 'argue that lots of different kinds 
of tllX cuts would benefit the economy in the long run and we. 
should take that into account. One could also argue that about 
spending programs, that improving education or ot.lwr kinds of im
provements Would benefit the economy in the long run and there
fore, over some period, pay for themselves. " 

I am only worried that if we !JtaJt down that route, tempting as 
it is. we win lose budget discipline, Because it is so difficult to 
prove Bny of these things, we will then be tempted to do what often 
happened before we had these scoring rules. We can cut taxes and 
raise spending since it is ali good for the economy. 

Senator BENh'BTl". I am funy sympathetic with that, hut the an~ 
swer on my part is the statement that you say it is so diffieult to 
monitor whether it really does or doesn't, ARain, in a business you 
find out in a hurry. A businessman has ail "of the latitude to dQ 
that. We are going to raise spending and we~are going to' cut taxes, 
or in the business cuse we are going to increase our investments 
and we are going to cut OUT prices, and all of tho rest of this. and 
you get hit very quickly with the realities of the marketplace if you 
have made the wrong choice. ". 

In government, the only place you get hit is in the statistics, and 
we now come,bnck to the kinds of statistics that-are kept at OMS 
and CBO, and I go back to my opening statement. You represent 
a bridge between these two agencies that I think is enormously yal~ 
uable as we grapple with this. . 

We are en~ring in a world-indeed, we are in a world where we 
have the capability to analyze these kinds of things to a degree we 
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nc.vnl' ha.d before. This may be a reach, but look at what is happen~ 
ing in the financial markets with the rise of derivatives. The rise 
of derivatives is directly correlated with the nse of computers and 
softwore that make it possible to analyze how many parts of the 
deal there are that can now be broken up and sold in different 
markets allover the place, and then monitored and peopJe' re
warded or punished on the basis of the choices that they made. 

Can't "'\,e marshal that kind of wmputing power io say. OK, we 
said this was going to produce this kind of result. we are discover
ing very quickly that it is about to destroy an industry and there
fo~" instead of waiting 6 years, Congress. to change this, we in IOMJ::J are saying to you you have started down a road that looked 

!~ood nt the time you made the decisionJ but, by George, the early 
mdicntions ore very dear? We arc monitoring it, We are giving you 
a running commentary on the budget instead of an annual analy~ 
sis, and see if you can't move quickly to say what you thought was I 
a good investment in this kind of educational technology, or what 
you thought was a ,000 investment in roads or whatever it might 
oo-we are doing thu':i up-to-date eomputer analysis the way a mod
ern business would do and we are. sayin~ to you that product isn't Iselling. You have got to stop manufacturmg it; you have got to get 
it off the shelves in a hurry and make a decision, 

The failure to use those kinds of techniques to monitor what is 
happenin~ in government brings us back to the-po.'lition you have 
just descnbed that says. well. maybe it mighf make sense, Senator, 
but we can't do it beeause we can start down the slippery slope. 

Ms. RtV1tN. J hope you and I can have a longer chance to talk 
aoout this in a more informal setting. 

Chainnan GLENN. He suggested lunch. I just want to know, with 
thEl new gift. rules we are putting in, who is going to pay. That is 
what I want to know, 

Ms. RIVUN, Well, 1 think we each have to pay for our own. 
Senator BENNETT. As: along as my stock keeps going up, I will 

be happy to pay. . . 
Ms. RiVUN. 1 think a lot of advances huvc been made in the use 

of eomputer technology and in foreeasting techniques. It is not my 
perception that it is now possible to easily sort out the effects of 
~ovemment policy on what is actual1y happening. I don't think it 
is that easy in business either. . 

I sat on several corporate boards for' quite a lung time and was 
in a lot of arguments about is this a "good investment. It might 
have been a good investment, but other things were happening at 
the same time that made it not such a good investment. There is Ia lot of uncertainty even in the business world. . 

Senator BENNETT. I don't dispute that at aU, and that is what i, 
we all get paid these high salaries to sort through. But c.an we .! 
start to try in government? That is my plea. 

Ms, RIVLtN. I think we enn and I think we are, and I would be 
delighted to have a further discussion about what else we can do. 

Senator BENNE'IT. Thank you, Mr. Chairman, 
Chainnan Gt..F;NN. I WQuld just point out with regard to the dis

cussion that has been going on here that the offsets are something 
we put in here at this end of the avenue because we had an inabil~ 
ity to control spending. We saw ourselves going further into debt, 

47 


so we did it to ourselves as far as that go(,'S, This isn't something 
that was put in over at OMB. and you have· to live with it there, 
obviously. '. " 

The offset1l were put in because we hud: reduced reVenue by 25 
percent back in the early 1980"$ and increased defense spending. 
and the tax cuta supposedly were supposed to result in. such new 
business euphoria and investment and consumer confidence, and 
we would move on to a new level of e¢OnQrnie activity that would 
more than restore what we were cutting. . 

It just flat didn't happen, and we got a $.1.5 trillion lncrease in 
debt to show that it didn't happen, 1'hat is the reason I am so leery 
of saying, wen. we need ttlOre tax cuts now_ If we think tbat is 
what we need right now, we'have a $3.5 trillion debt out there that 
shows that it didn't wo,rk before. I don't aee how it is going to work 
now. " 

Senator BENNE'M'. Maybe you and ! can have lunch to deh."1t,.e 
that, too. (Laughter.] 
. Chairman GI.ENN. We will have Junch, too, alJ right, good. 

'l'he National Performance Review has many accomplishments. 
We had a big role in passing the Federal Acquisition Streamlining 
Act, the 50-called procurement bUt The Governmental Affairs" Com~ 
mittee, the Senate Armed Services Committee, the Pentagon, 
through the 800 Panel, the small business people, Bnd the National 
Performance Review all combined to really bring that thing in. 

I don't know whether you have boon able to take-that will be 
signed into law, I guess, next week, i believe. 

Ms, RIVLlN. Next week, 
Chairman GLENN. I don't know that there has been a date set" 

but the signing is supposed to be next week some time_ Is the 1aw 
going to have a major impact on the budget at this eady stage? 
Also, I would ask, too, about the Office of ~"ederal Procurement Pol· 
icy that is going to have to administer this law, I think they are 
going to have diminished staffmg. also, I believe. I am not sure 
whether that is good at this stage just as we are trying to imple
ment this new law. \Vbat impact do you see all this having? 

Ms. R1VLlN. Well, I think it will have a budget impact but it will 
unfold aver several years. We are very proud of this piece of legisla~ 
tion. I talked to StfM3 Kellman yesterday about the highly demand~ 
ing process by whici1 we wilJ get this aU implemented. I think he 
believes, and 1 believe, that we are now organized well in OMB to 
do that. His own staff, the statutory office, is smaller, but that is 
part of this OMB 2000 reorganization. We now have the RMOs 

. that have some procurement specialists in them and they are fo
cused on helping Steve and his 'team with the implementation of 
the Act. I think tha.t win go forward on scheduJl:l'. . . 

Chairman GLENN, OK_ Civil service reform was the third major 
goal of the NPR. As a fif'8t step, the administration created thc Na
tional Partnership Council to help set a course in Federal labor-
management relations as a ftrst step. . 

What will be your roie in carrying that out? We have been a little 
critical of OPM for not getting this civil service reform in to us fast~ 
cr. We thought it was going to be here some time ago. What would 
be the budgetary impact.ofthis (In Federal work~rs. and so on? Are 
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you directly involved with that because. that is so important to all 
of our whole Federal workforce? 

Ms. RIVLIN. I was most directly involved when 1 served on the 
Partnership Council. Now, John Koskinen' will be serving in that 
capacity. The Partnership Council, though, was a very useful first 
step in getting civil service reform because it involved the agency 
managers and representatives of the unions. AB you know, the Fed· 
eral Government is heavily unionized, and unless we work together 
to make the civil service reform work, it isn't going to happen. . 

We put together a report that outlined principles for civil service 
reform. I agree that the legislation hasn't come forward quite as 
fast as it might. This administration has had a lot on its plate amI 
the decision was made not to try to get Civil service reform legisla
tion up in this session· of Congress, but to do it next year.·I will 
certainly be heavily involved in that process. 

Chainnan GLENN. Well, the fiscal year 1996 pay raise and pro
posals to change retirement benefits and things like that will be ex: 
tremely important in your budgeting decisions. 

Ms. RIVLIN. Right. . 
Chairman GLENN. I hate to see us do what we did last year 

where we say, for instance, in the military, well, you have your pay 
raise, but it is going to be minus a percent, and so on, minus a per
cent on inflation, and so on, because this gets us back in the same 
old business where, as inflation does take a toll, we get so far be
hind with civil service or military pay compared to civilian pay that 
we wind up in a bind and have to make a giant correction at one 
point. Those are always just terribly hard to do here, as you know. 
I would much prefer to see us keep up with those things as we go 
along. . 

In early October, a widespread buyout authority is expected to be 
offered throughout the Federal Government as part of the adminis
tration's effort to reduce the Federal work force by 272,000, which 
you already mentioned, over the next few years. Concerns are in
creasing, though, that while downsizing may be proceeding on 
schedule, the restructuring ofthe workforce is lagging behind. 

We deliberately wrote the buyout bill and approved it in order 
to COrrect the skewed OS ratings where too many people are in the 
management section and not enough in the worker area. For in
stance, in industry we·have about l-to-12 or l-to-15 as a manager
to-employee ratio just as a generalized figure, although it varies 
widely from one industry to another. In the Federal Government, 
we have 1-to-7 in management to employees. 

Now, we wrote this thing so that it could be specifically applied 
to correct this structural imbalance and get more of the GS-13's, 
14's and IS's to volunteer to get out. Are you involved with those 
concerns, and· is the restructuring going to be the focus of -these 
buyouts that will be offered this fall? 

Ms. RIVLIN. Yes. The restructuring is very much the focus, not 
only of the buyouts, but also of the agency streamlining plans we . 
are currently reviewing and working with in this budget cycle. We 
are very. conscious of the layering of bureaucracy in the Federal 
Government and trying to do the restructuring in a way that will 
remove unnecessary layers of management. 
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That is not a quick or easy thing to do. The buyout· authority 
helps. We used the buyout authority in fiscal 1994, I think, to good 
effect. We· are now trying to figure out how to use the buyout au
thority in fiscal 1995 in the most effective way. Now, thanks to this 
Committee, I believe the restructuring was written in a way that 
means that you can't offer buyouts unless you are reducing the do
mestic agency workforce along a certain path. The problem is how 
tv distribute those buyouts most effectively among the agencies. 
There are a lot more agencies that would like to use buyouts than·· 
for which we have buyouts available under the law. We are wor~-
ing on that problem right now. . . ..' 

Chainnan GLENN. OK, good. We gave pretty broad targeting au
thority to try and\correct this imbalance problem. I hope you can 
use that because that is what needs to be corrected. 

My time is up on this round. 
Senator Bennett. ' 
Senator BENNE'IT. Thank you, Mr. Chainnan. . 
I will get in touch with you to see if we can continue this dialog. 
Ms. RIVLIN. Good. 
Senator BENNETI'. These are very fundamental issues that relate 

to how we do business up here and the impact of what you do has 
on what we do. 

Let me turn to some management issues, and this will be my last 
round. You talk about the layering of the Federal Government.. 
This is certainly not a problem exclusive to this administration. I 
remember someone talking about the days in the Bush White 
House when no one' ever got fired. They jrist would bring in some:
body else that they would like a little better than whoever was 
there, and it finally got a name. It was called composting, where 
they would just keep bringing in people. . 

President Clinton talked with great fanfare about cutting the 
White House staff by 25 percent, and I.believe he did that in tenns 
of number of positions that were posted for the White House. I 
then noticed that when.the White House budget came to us, it. had 
gone up. 

As we are talking about cutting ·and reinventing government, 
and so on, -and we are focusing on the number of jobs that are 
being reduced, that is wonderful; but can we avoid having the same 
thing happen where the number of jobs gets reduced, but magically 
the amount of money goes up? 

I have had to downsize, and we have downsized on the basis of 
dollars. We got all of our executives together. These numbers will 
sound pitifully small to you, but in the business world where I was 
at the time they were fairly significant. We got everybody together 
and said, apropos of our previous discussion, our forecast is off, our 
sales are going to be somewhere between 7 and 10 percent below 
what we had forecast for this year. Instead of a 90-percent increase 
this year, we are only going to have a 65-'or 70-percent increase.. 

Therefore, in order to make our targetS, we are going to have to 
take $300,000 a month out of our overhead. The meeting is ad
journed. We will reconvene a week from now and you, the division 
managers, the department heads, whatever it is, will tell us, top 
management, how we are going to find $300,000. 
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We didn't ten them we have to eliminate so many positions, We 
didn't tell them we have to not buy so many-we said we have to 
take $300,000 a month out of the overhead: A week lawr, we con~ 
vened and they aU said, well, we are guing to do this, we are going 
to do that. It WM different in each dep.'lrtment. 

We got through, added it all up on the white board; and said, 
congratu1ations, you hU'Ie utken out $150,O()O. Meeting adjourned. 
We will reconvene in a week nnd you hlfV(' got to double what you 
have just told us you c..1.n do. We took $300.000 a month out of our 
overhead in about 90 days, and I still don't know how we did it
I was the CEO-because they did it and they were givel\ the tar~ 
get, and they were given the target in dollars. So-me of them did 
it tbrough personnel cuts and some of them did it through travel 
and entertainment, and 80 on and so forth. 

Are we moving in that direction or are we in the trap where we 
wiU say, yes, congratulations, we have eliminated 200,000 empJoy~ 
ees, but, by the way, our personnel costs have gone up 5 percent? 
Could you comment on that process? , 

Ms. Rf\,"{.IN, Yes. We are moving in that direction very hard. For 
the government as a whole we must move in that djrection because 
the discretionary budget of the Federal Government is fixed and 
there isn't way that it is going to go up. r muan, the caps are there. 

That doesn't mean that every agency will go down, but as we 
look across the government we are asking very hard questions and 
forcing the kinds of actions that you are talking aOO\lt in taking out 
oVf'mend and taking out personnel. We will look at the White 
Huuse budget as hard we look at any ofthe others, 

Senator BENNETT. That is wonderful. I just conclude with this 
One comment. Wben we were having the Whitewater hearings~ Sen
ator Riegle said to one panel. who are these guys and who is the 

. top dog. And it turned out these guys were members of the office 
nfthe counsel to the President, and maybe years go by real rapidly. 
but I remember when there was one counsel to the President and 
he acted as the President's personal attorney and anything else the 
President needed to know legally he got out of the Justice Depart
ment. That was in an administration in which I served. 

I asked these people, how many of you are there, and they sat 
down and thought, well, nQW, wait a minute, and finally they said, 
well, there is the counsel, there is the deputy counsel. there are 
seven aSflociates counsels, and then there are five staff attorneys, 
plus an unknown number of detailees. I don't think the legal bur
den ha<l grown all that much from the administration in which I 
served until now because 1 am not that old, and I would hope we 
would Look at this proliferatil;:m. ,. . . 

Thank you, Mr. Chairman. 

Ms, RlVUN. t have chaired that group joi.ntly with Katie 
McGinty! who heads the Office of Environmental Poliey, and on it 
are represented the major agencies with cleanup problems; that is, 
Energy and Defense. but also Interior, Agriculture, and NASA. 

It has been~ I think, a very useful experien;:e. We have spent 
quilC a long hme working intensively to understand how big the 
problem is, how it differs from agency to agency, And what the 
met.:ha.nisms for setting priorities for cleanup actually are within 
the agencies. We are now at the moment of laying out options for 
where we go from here, There is an options paper in drafi which 
we wiU be sharing with the various people involved, including the 
so-caned stakeholders. There.are a large number of people with in· 
rorests in this problem. 

ThepaPur will be a subject of discussion I hope. with the Con
gress, We have included Congressional gt;.ff and had several meet. 
ings with them. We have also met with representatives of State 
and local government., tribal leaders, industry, contractors and a 
large group of people. So we will vet this paper, get :more comments 
on it. and thf'.fl try to come up with a set of policies that we can 
discuss with the Congress. 

Chainnan GLENN, I have been .concerned also about government 
budgeting. I know the fTeSSUl'es you are under, but some of these 
problems arc long-hau problems that we have to address on a 
year-by-year basis, and it is going to go on for a couple of decades. 
at least. 
. I am talking about our Department of Energy cleanup nnd the 
whole nuclear weapons thing. This started back in 1985. The peo
ple at Fern~)d in Ohio wanted me tu come out. They had problems 
there. 1 went out. I didn't know how valid it was and I found out 
that their concerns were very valid. We did GAO studies then of, 
all the other spots in the whole nuclear weapons complex aU over

! the country, some 1l States and 17 different major sites. 
Cleanup had boon put away at that time. The Russians are com

ing; we have got to produ<:e. What are you going to do with the 
waste? Put it out behind the plant. Well, then we got lookin" into 
it and I have a series of GAO studies probabiy two feet high; I 
guess, at this point that has gone through the whole weapons com. 
plex. 

When we started this, it was estimated that to cleanup the whole 
weapons complex-I remember their first estimate was somewhere 
between $8 to $12 bmion. Now, the latest GAO estimate is $300 
billion, if we can figure out how to do some of it, and over a 20. 
to 3()·year. period. Now, this has to come out even optimistically at 

. somewhere between $13 to $10 billion per year. . 
·Ms. RIVLIN, That is right. That is .about what we are spending 

now. ,. 
Chairman GLE.'m, Thank you. 
Last Septemtwrr in a hearing':before this. Committee. you an

nounced the formation of the Federal Facilities Policy Group to de..
·.velop strategy for addressing the Federal Government's waste man~ 
agement and' environmental cleanup responsibilities. I am inter
ested in your comment on how that group has been workiu1;\ out, 
how it has gone, Rlld then I will follow up with another one If you 
want to make a comment on that first. 

Chairman GLENN. We were a little below that last year, I think. 
1 think we were at, what. $6.5 to $6 75·billion? . 

Ma. R1VLIN. For Energy alone. rimt: _ 
Chairman GLENN, Something like that, I think. So 1 am con

cerned about that and how we take care ef these long~term items 
that are going to take years and are going to require a year.by4year 
effort, and they are tough and they eat up a lot of the budget. I 
just make that more a.<; a Rtatement than ~ything else. I hope you 
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can look at that with favor because it is not going to get cheaper 

as we. go along and it is sQmethin~ that does have to he done be
cattse it is a danger in our commuruties. . ' 


One other thing. Yesterday. we called off he:a1th care for the. 
year. George Mitchell made the announcement on that. Yet, some 
of our forecasts have been that the Federal budget now bas about ,,17 percent of the budget going to health care, and by 2003, about 
8.5 years from now, that is forecast to be 24 percent, almost a 

fourth of the Federal budget. 

. Of our GNP, we are just approaching 15 percent now, and by the 

year 2000, just 0: years from now. we are supposed to be at around 

20 percent. That is not directly related to the Federal budget, hut 

are you, looking at Illly particular areas 10 change our policy on, 

since we ate apparently JUst going to go along this track of letting 

it go up at least for another year? Maybe we will address it next 

year and maybe we won't. I don't know, but that is a rather major 

increase, by the year 2003, to go from 17 peroont of the f<'ederal 

budget up to 24 percent.


Ms. RIVLIN. Yos, it is. i 
Chairman GLENN, Do you have any comments on how we are 

going to control that? I 
. Ms, RlVLtN. WeU, those are some of the reasons why the CHnton 

administration focused national attention on health care reform j 


partly because Federal spending was rising 50 rapidly and it is 

mQstly Medicare and Medicaid spending. That spending has been 
 I 
subject to very stringent cost controls, but the result has been 
largely to shift the costs from the Federal sector to the private $Ce~ 
tor. So it was cur feeling you CQu)dn1t really dO' much about the 
Medicare~Medicaid spending until you had a system for reducing 
the rate of growth of national health spending. - , 

. At this moment, I can only say we will come back to that prob
lem. The President said it himself yesterday. The Co~ss worked 
very hard on health reform this year, but didn't get there. That 
may not be too surprising. It is a very complicated problem. We 
win come back with otJler proposals and we look forward to work~ 
ing With yOU on them. . 

Chairman GLENN. I am not as pessimistic as some poople in this I 
area. I think the enonnity of the problem with health care-you al Imost can't get your arms around it; it Us such a big problem. I per
sonallyam complimentary to the President for keepin~ attention on 
this, and I think much of the heaith care industry 1S starting to jmove because of thjs even though we haven't passed legislation. So 
there are some good things that have come out of this even though 
we didn't get the whole thing through. . . 

Just one other question, This Committee also has' j~risdiction 

witJl regard to the District of Columbia, and I know We are not 

going to get involved in the Jocal race right now. But in 1990. you 

served as Chair of the Commission tm Budget and }I~inancial Prior

ities of the District. It was known as the Rivlin CommisOlion, as a 

matter of fact. GAO has conducted an audit of the District's fi 

nance.q and suggests ther'c are going to be very significant shnrt

faUs in District revenue this year, and the oul.-years also. 


I. would nsk for your comments on this, in general Have the 

major reeommendations of tbe Rlvlin Commission report been car

fi3 

ned out? Would you comment on whntlriorities you think they.
should have, and is your study still vali as a hlueprint for them 
~~- .. ' '. ". . 

We are talking about'other big national policies, but we havcju"
risdiction over D.C. and you were directly involved with it. We 
would appreciate your comments on whether you think thos€ 
should be the things they stin carry out, .' . ". 

Ms. RIVLlN. The District has implemented quite a number of the . 
recommendations of the commission, but they still have n mnJO-r' 
problem, They really have a whole buneh of problems l but two that 
stand ouL. One is that it is a government with n l~ number of 
employees. They have the same kind of downsmnglrestructuring
chalJenge that many governments have. but it is partit:ularly dif~ 
ficui! in the District. I think they have not nddre~ that probJem 
as strongly as they might have. It was highlighted in our report. . 

There is, of course, the other side of the question, the revenue 
side. The District does not have what a State considers normal 

. power to tax the income of residents earned in' that jurisdiction 
who live elsewhere. But the combination of problems makes it very, 
very difficult for the District and they are struggling, r think th~ro 
a.re certainly recommendations we madn that arc still valid, but a 
new look at the situation is probably in order. 
. Chairman GLENN. Wen, do you know of anything that you ~ 

ornmended that you think is out of date specifically and should not 
be done now? 

Ms. RlVLJN, No> 1 don't. 
Chainnan GLENN. OK, good: 
Any last comments? 
Senator BENNETT. I wiJI just, on your last comment, echo your 

praiSQ for the Presiden4 Mr. Chainnan, in the health care issue nf 
,keeping it in the forefront of the naiional consciousness. I have 
done that throughout the debate even as I have disagreed with the 
specific proposaJs that have been made in the President's name, 
many of which 1 think are very ill~advised. 

At least for this Senator, I too am <!:Ommitted to doinJ something
significant in the Congress ahead because 1 agree that It is: a major 
national problem and cannot be swept. under the rug for a whole 
series of reasons, only one of which is the one you have outlined 
here. . 

So as one whO' disagreed with the President and does not mourn 
the death of his proposal, [ nonetheless join with the Chainnan ill 
saluting him for his leadership and courage in keeping it where it 
is, and pledge to go to work on it again next year.

Chainnan GLENN, One of our options, as I see it, unless somC'
thiu~ drastically changes in the health care industry, is not to'do 
nothing because this thing is going.up so fast. It is going to eat us 
alive if we are not careful, so we have to do something.' Whether 
we agree with the President or Gt.'Vrgc :Mitchell's fallback plan, or 
Gephardt, or somebody, I think at least we have i1luminated the 
problem this year, and so I hope we can come back with some 
agreement next year and get going on it, 

Well, [ would just summarize our whole hearing this morning. 
here as saying we nre very appreciative of your efforts that you 
have already been putting forward at OMB, I do not think, and I 
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know you do not think, that having efficiency in the Federal Gov· 
ernment :is an oxymoron statement. We can do it! and we have 
worked on this Committee to pul thin~s in like the 0:1"0 Act, the 
10 Act, the FMFlA, the procurement bIll, nnd others such as Sen
ator Roth's bill, that r think give you the tools. . 

I don't know what else you need in your tool kit over there to 
Teany put some efficitmcy in government. It is going to take a long 
time. We know that, but you are ke;r to this whole thing, absolutely 
key. tryout office 1sn't managing tlUlii, it doesn't gel managed. 

So I appreciate yow comi.ng back. J didn't tlrink we really needed 
to hove another confirmation hearing, since you had been here just 
last yeat". but I guess we have gotten into a lot of things here today 
and I am glad we did. 

Ms. RlvL1N. I am, too. . 
Chairman GLENN. So we appreciate your forthrightness on this. 
Senator Pryor wanted me to note that he wants to submjt a 

question in writing on OMB's role in GATT and in agricultural pol~' 
icy. We} as always, wil1' have a policy of keeping the record open 
so that additional written questions can be submitted to you, and 
we would appreciate your prompt. attention so they can be included 
i.n our Committee record. 

Ms. RiVLIN. Thank you, Mr. Chairman. I appreciate this opPQr
tunity and 1 look forward to working with you on these thmgs 
about which we all care. . 

Chairman GLENN. And you can look forward to your lunch with 
Senator Bennett, 

Thank you. 
[WhereupOnj at 11:58 a.m., the Committee was adjourned.]. 

APPENDIX 


Questiom; fnma Stmtor GlftW 

In your AtIg~ lSi, 1994. memo to ""wey heads :rec.ardhlg Strt:amlln1ng Plans, yoo 
di.sr055 the ~1 or the Nliltlo.na( PtlrfOrn:l8.Oet Revle" (NPR) 10 dlk':~ bMldqllarh'rs 
pernonnet by ~ Oftl' the em n.,t! yta.r1. The attacltmrDi to that memo (rtYised 
Attachnwrt D) lIstlI s:IelVlIIJ catq!'t<liel til A.aff, ~1:r to be cut. 1t.1,. pernonnd 
1ipocl.tlsts, budl:et speda.'llsU, lIIequi:rltlOU spedaUsu. wd llittouutAlll5 &; lIIudiID[l, 
KUllwbJg of my touceru. partkulnrly. for lht [UUI:tiOO$ tlt tM Jl1$ptctors ~DNaI, and 
the nr:ed to Im~ Fi:\deral tlnaaclal n'I4fUIIgentCtlt: 

A. Mmse uptain om', posltlou reprd1na rtdlM:tlom In the pel'SOnI1d tltt,twie 
1Imd to Attaclunenl D. 

Our goal is It) see tbal,"within the.stat\ll¢!)' Wlings. agatq FT6 k:vcl.:I are iligncd 
with pqrnm requirements and anti~ 1\.mdlng levels.. ¥n:s should be ttmtett the same 
wiy ~~ are treIlI¢d in the budget pl'lX'CS$. The NPR I:MIS (e.g" ~~ 
l_qlW1len funetiom: mih.u;tion) ~Id be tf'II'1ItOO .. temtuablc 9resl.lM,PIions, Lit., if !he 
a;gmcy is Mt meetina tOOse ~. it should pro"l'ide a oompeJ1ing IUJUmmt moot what it i! 
dobJ i.Mtead to ltmmililtC arul improve pqrnm ~. 

8. Mmse ~ 'flY gui4rul(I dtYflGped. rOof' OMS bUdget e:umlntn. &.<; wfiI AS 
."Y ttlt'llJM<Y offlcl.a.k, t:b1rt b:]ll:dn h01'l til aPJl!.y th& prlleffi pCt'Mlilitl rMuctlons 
mamJaur to ~( perstmnd tategorb. 

lZumirtM .. wcll as me agMdes ~ me attacfIN 'Update 00 OMB-Wt4e· 
Dialogue" which dmribe!S O\ll' review of $\reImli.;1in& plans and puf~ masurement 

the FY 1996 Bud;get ptOCeS:I;. •• 

C. More gmenny, pIeut up1alD bow 0Mll d ensure that the NPR starr 
redurthm ~ wlU uot tmtlt lot. ~~ mA1UlJement andfoi 1G eapadty, 

Our ~ It) e:mmim:n speci/kIIlty asked !hem It) mbe mindful of diminished 
~~ttMfurill~, ~themt¢~ 

"What does 1JI:e jliaJI say Ul¢ul the use of ~ processes: l.'ld te;JOUrteS i... 
achieving It I1lIn ~ and dhctive cpaation1 In partku!ac. docs: it say .anything 
moot the rolf: of fi.naru:.W ~ O'l !he qe:ncy i1upcc!or gcnetal1" • 

See- men (Il) iii Blod"p Dm ~ No. io4-104, laly 11, I~, cO P*C'I' 1..( of !hi: 'Updm 
Qa OMB-Wid!> Oialopo.· . 
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We believe that an appropriate statutory base n=b to be putln place in mder to dfo:ct 
governmml-widc morro relating pay to perl"ormam;:e. ru I have previously mentioned, _ 
intend to work with you and your staff, as well as employees and organiuttlons representing 
Federal employees, in order to ensure that these reforrm come to ft\lition. However. I 
W'lJUld also add thai communication - both as to expectations and necessary OU[C(lmes - will 
be ~tiaI in making such a program work within the Fedcl1ll. work force. This type of 
cultural change will require substantial effort to be SUCCCSlIful. Fortunately, I believe that 
most Federal employees recognize the need for change. 

BUDGET & DEFICD' 

1. Will the AdmiDistratlOD propose aD ertmsion of the discretiOIlalJ' speodlDg caps' 

through the year 2000 and beyond? 


The Clinton Administration's FY 1996 Budget will meet the ~uiremeiJts of the Budget 
Enforcement Act of 1990, as amended in 1993, including the discretionary caps established 
by the Act through FY 1998. The Administration', budget will also propose to extend the 
caps through FY 2000. 

2. Will the AdmlnIstratloD endone and r.ght Cor any budget proa:s!l reform 
measures, such as the bill I Joined hi sponsoring, the Common Cents Budget Reform 

. Act of 1994 which iDcludes lour critical reforms to tum Cedentl spelldiIJ,1 

The Administmion is =lIy in !he procea of fonnularing the 1996 budget and lherefore 
has not made any final decisions on budget process measures to propose or endorse in the 
next session of Congress. AJ you know, in the 1995 budget the President su:pponcd budget 
procc$S refonn initiatives, such as enhanced rc:sCission authority. biennial budgctina:. reform 
of retirement cost accounting and simplification of the invcstincnt of balances held in 
goVernment accounu. On baseline-budgeting, the Adminimation supported the Spratt Full 
Budget DisclO$llte proposal in the last. session of Congress. The Administration will continue 
to, support sensible budget process rcfonn in the 100th Congress. 

3. III 1993 the AdminktratlOD made mucb or Its decisioD to shorteD the IIIlIturity 

stucture of the pubUc debt. How~ver, doem'l the sharp rise in interest rates siDc~ 1993 

suggest that this poUt}' could incrtase Interest costs over the Ion: rtlD'!' 


The Treasury decision to fmante the debt using a larger proportion of shorter maturities win 
reduce the long-term interest costs. The long-t=n savings ari5es from the pc:nistmt 2 .... 
percentage point difference between shon- and long-term rate!. While the amount of savings' 
will vary among economic forecasts, savings arc always pwitivc over any period of several 
"..n. 

Using a larger proportion of shorter maturities also ~ the sensitivity of interest costs 
to fluctuations in shon-term interest rates. Depending on the direction of interest rate trends, 
the added sensitivity to ~terest ra~ can raise or lower estimates of interest costs. ~Uy, 
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revised for=uts have tended to mise the estimates of interest costs due to higha' short-term 
rates. However. such fluctuations do not negate the Iong-tcnn savings. . 
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Questi~m: rrom Senat!lr PryDr 

1. 	 What >dO,1(lU W OMS's rob: ~O be l'!2 tntdt atll,! qTfeu1tum pelIeyl 

OMS's mk itt tnId'e and Ilgricul!ur.i.l. po1k;y tims tI) eNUtt thaI the PresIdent's priorities,tIC 
PllilUlll!4 Mrd m:mtcl1ed 'lrith oompetfug ~ (Of ~~" In prr:paralioo for l1W 
GAn ~~ e:arliec Ihh year. OMS worked with minh. USTR imd other 
~;ncles to deslgrt li packa£¢ of provisions. from the many pmpotIIed. thai wOl1l4 m:aint:ilit Ute 
mmgth 01 A~ 'VitUlt..,__~ d!!.".!l6 ~~ (Jf GAIT~, Th¢ icutt 
from Set::retaty Espy and me to Coog:eu nn ~ 300l ~ OMS's rnk in 
fmmirti a ~ and effective pacb&e. • 

2. Haw ClUJ ~ bqpe to achleft PUT QPOTt lOlls If ~ (Jqn'1 ba,t the tOll'l~ 
prognms ed lilttdlng--"bkh IU'!!! aimed Ill: bdplq us remalll tm:Opet!1l~ in 1he 
bJltnl1llkmal turfiripla«:! 

The GA1't ~t me:uu !hat !he competitiveneu of U,S, ~lrul1J ~ ril . 
depetId leu and le.'I$ QfI costly Ftdtt:aI progmm.s and fundlni. That iI part of !he «'loUOn fer 
GATt, to I'tiduce mulc"dhlQrtinx activities, web.., public 5\l~ for expoIU. 'l'be 
A~ IflteOOJ to ('J;)tItinllt gpposiDJ tr1I.de barriers to U.s. etportli, and to cm:out'lI!l: 
U.S. produeers EO sclI ill jpternational markets. Moreover. the Adl'l'linhtntlonlw mnounccd 
its commitment 10 ~ funding for Ihese GATT·pmniWbIe e.ctivWes duritlg the petiod 
of GAlT impleml::lltation. 

), hi ligIrt of the Cad that C\irreQt falm ~IM 81l1:OUlri: foC' Iw Ulan one pt.reIint 
or the toW fedenU bqet and hue bttll derlmmllh as OMS Olrtdor, wouk}11J1.1 
prnpo:>e furtber ~ucllons to these "Vital a&rleullural PNIl1tIn8 10 tilt" 1996 lmd;et? 

CtimmoWlY Cftill! ~ {CCC) QtlllrI}1 have declilied greatly from thdr hl$torlc bigh 
point in FY 19S6, primarily because the U.s. 1'uu been in. period 'I1f refatM blabu 
eomf!l(.ld1ly pritCS," While USDA project!. hiSber prices in the tinum, the tl'mditioo$ that led 
to I:lgh Q\U1t1i in paM ~ toold RaIl. 1-=$1ifu:q1ion for fum subsidies IDould not teSt 00 
wbeilier !base subsidies are a smaIl or dtclinitIg petmtt of I"OOeml 00&)'$. It.vrouid inMcad 
deptrtd 00 JlOllC1 ~ of the bem'fiU being achieved by the sperl4ir.g. 1U'td for whom, MId 
eomp;a.red to wbn ~ programs. The Mlu\a!stmkm 1=1~ Ie uk web ~oos 
tl'mhllUlI.Ily of tilt ~ not simply of CCC 0IIUap. 
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QUlIi&'l'tONS lOll 'to RECORD 'l'ROH 8RJO.TOil I'IBBBRKA!I' 
COttJ'UUQ.'I!tON OF AL:IClI Ilrn.:IB ~ BB Q1tb DtUmOa 

~.~. h&~. b••~ • b~er o~ eeeasto~. ¥han ~~e D~4q~~ .i4. ot'" OKJl; tun (!...,.lopto4 or 1>t'90t.d i~toJ:ll&tica call.eeHcona •• 
:r....atlu. ru••" vlUn:wuto. _l1aul~inq with ttI.e Ofriea ot ' 
Iuto~~Ion al14 __qul.tory ~trair. tOlRAl. ~h. 
ae4t~.r./M.die.ld n.t. sank ie • c.cent ez&mpl. ¥he~. tb. 
illt.::u,:...tlon burttaa ,",,\t14 Mt. ~ua AUat.r ~1" Ut. l'epe1"1forlt 
"4ue~icn Act, ~ut there .a& he coneultation prior t4 
nbut~tinq t.h. inttiaU... nat will you 40 w ••e tnt 
tlltcrmation eollac~ion. used to r&i.. revenue ere cleare4 by 
the A4lainiat.rc.tor ot (lIRA1 

A.nsver: As a :=.atter o~ prectice. OIRA is involved when 
into~tion collactions to raIse revanuee an 4.veloped by the 
Administration. As yQU know, the Administrator lOt OtRA, 
spuaJdng for th. Adninistration, expreslOed her eo:nc'!l1'nS about 
tha nporting burden of the Medicare/Hedlcaid data baM. In 
recognition of theso concerns, the Administration aubaitted 
le9ilOlatton to po$tpon~.the data bank iQPle~ntation and to 
allo~ ti~e to consider alternative epproaches to collect the 
infQ~tion needed for coordination of healtb care benetit•• 
The OIRA Administrator ",ill continue to be invclved whenever 
the Administration develops or reviews info~tien collections 
to raise rev.nu•• or for any ether P!1rpo~. . 

,. 	 Th. Ofttoe ot tbe Cbief Statistician .i~hin QlRA h~b a b~.4 
.n~ 4bun4ant uand.te ~d ~ very small s~att to carry out tboae 
~••pon~ibilities. With tbe'merger of tbe X.n.9.~.nt .u4 
V~49.t sides of OM» What is the possibility of expan41Dq th. 
st.tf ot tb. Chi.f st.tistician? 

I'.n$wer: In vie'" (If the broad ami !\1ndallentally it::portont 
~esp¢nsihilitiQs for statistical policy and coordination 
assiiilned by the tougr$$$ to OMS under the Paperwork RaductiQIt 
Act;, \Nit loIere canful to I:1Alhtaiti t.he currant leve'!. lOt 
resource, tel' these tunction* d"rinq the ~t reerqani~atlon
of OMS. Tn .nhllnoe our capabilitios to ID;ee\lq t~e 
statistieal policy and coordination responsibilities, "'e have 
t»lIen eapitaHalnq: cn the expertise in the Fe4eral statisti<;$l
.'I_nel..s tu 'Work in partnership on cany ot our C'Urr<IInt:: 
priorities. tor eXUlpJ.s. to carry out lItlcb lOt the dovolop
1tQrk related to the revioion of the Standard Ind_trial 
l;lMeitication and tho Standard Occupational Cla_iticaticn., 
W4 have chartsred interagency coamitteea chaired respectiVely
by the Sureau of £cQnOf:lio Analysis and the lllureau ot Labor 
statistics. . 

, 


http:X.n.9.~.nt
http:ae4t~.r./M.die.ld
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3. 	 What ar. your TiIV. on the ~.~ tor tu~h.r 4atioit re4uotioa 
au4 hQ¥ e9uLd or .hould'sueh rI4uQt!¢u b. accompli.hadl 

, Answer: This ~jnlatratlo~ h•• already accomplished a 

great deal in the task of detielt raductlon. Tho President's 

aeon¢mic program. ~s5ed by tho Canqrlas laet year, w•• 

de51qned to reduce ~ha deficit by a cunulatlve $504.8 billion 

00.,011:' tiva yearlll. HO\raver. b4Clluae this reduction ot long-tam 

Federal borroviml n"' .. dA ~./is9d in!1l1tion toan: in thG. financial 

=arket5 and improved consumer confidence, the economy 

respondoo positivaly. aod the deficit is nov projected to f.ll 
 I
belOW last year's baseline by a eumul.tiv.-rive~ye.r total ot i 

',,
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" ,i--' 
th. Administratioa pl&D·to"loa.t.·~~s to .y~id .uo~ P~Qqt.a ~ " 
u%1lduat.1O"n1!l aa4 4.1ay.' '. WQ\>14 you __.at et\ tll. ';f' " .,., . 
A4ait\l.tratlgu'. lo~terR p~a~ to .n.uz."f~nq tor ~ 
.4*'l\lat. d.ten•• Qt tlli_ emmtr:r •. ,. . -. "" ." ",' " 

.. 
., "' " "". " '"," 

DOD co=ptroll.r Joha Baar."has" indicat.4 that"the ettrr.~t 

.hort~.ll in DOn fua41nq due to inf~atl~ tnd couqre.aie~ally. 

'direotod pay"rais•• i. in the ranqo of $ZG billion to ••e 
~il11oD. othor eati~tea, including one trom t~-GAO Which 
OOD dispute., put tho abortte11 in ~ ranqo of $150 billion 
ov.r tba 5-year Jit4':doo ot the l'\Jture Teus Dot_s. PlaJlo 
11"l'Dl». What IIU'O Jour _tt.at.. ot tho shorttall. -.ithin tb.e 

more than $6~o billien. of course, the proqra~ changes
enacted last year vill continue to provide budget aavings in 

,the outyea'!;:$, and th... five-y.aJ' deficit reductien l'educes OUl' 
hational debt, and hence debt-aervicG,eost$, in pe~patuity, 

However, a$ thQ President has Qmphasi~ed, the job 1s not 
yet don.. While OMS projects that the deticit yill remain at 
a constant percentaqe ot the'COP over about the nQ~t ten 
ye~ru, it yill rise in dollar terms; and beyond thAt ten~y.ar 
heriron, the deficit i$ projected 'to qro~ taste~ then the 
ncoM'ey. 

The ~in CIltlse or this detidt 9rowth 1$ t."Ir! qrovth' of 
the f.del'~l Government' a health cara cost. -- pri~arily for 
Hedi¢~r~ and Medicaid. In faet, it allnved to qo ~ncheeked. 
th~e costa are projected to qr~ 50 rap,dly that ultiR~t.ly 
they vould drive the detioit upward hO ~tter what else Vb do 
to try to put_ our fiee"l bOUS8 i1'l Q:r44-r. . 

Theretore, to delll loIith the deficit prahl_ tbat. ",01 will 
face illS we. enter the next c4ntury, we must control tb. t'6te of 
7rovth of health CII:I:C costs. The Preside:nt h"'$ taken that 
is~ue on. It is essential that we follow through on that 
initiative, hecause the longer we wait, the :or4 aecn=u1at4d 
debt we ~ust carry, and the more paintul change our 
institutions Dust tndttre to achieve the n~cos.ary sevings. 

4. 	 with r09a~d to the Departmant ot De,en.el " 

~bere i. 9rovib9 COD~~a tbat'the Dap4rtc*bt oC De's»" is 
uaderfunded to such s ~eqree that t~s Depertm~nt is nov 
pr.parinq to sSDritice all or most ot it. critic~ 
~.r~i.ation proqr~ in or~ar to aai~taiD quality cf life 
an4 ~4inaaa fer tbe military f~.. An _uqust 1.. 1.f. 
m~r.fi~um ~y the neputy peeretart ot ~tense bas callad oa 
the mllit.ry services for pt.as to baIt or aeley .irtually all 
ot DOD uo4.rDi.a~io~ prggr-=.~ Gi••n that ~y ot theae 
proqrama ar. oritical tor long-tara national ••curitJ, does 

>. 

!>OD bud'}et and hoW do yo:: pt"Q~II-. oorreotiq th_? , 

00 you believo that •• nireetor ot OKS you Q~.t ah.r. t~ 
. 	responsibility ot t~e Secretary of De'on8. in defininq and 

tUAdinq '~.qQat•. l.v.l. ot 4.tenae fundinq so tba1; our 
llAtl.onal slloudty can be Qaintll-:bed. both t04_1 aw! ia t1uI nll%t. 

• eent.ury?· How 49 you antioipat. carryi-nq out. t.hese 
·renpeh$ibilitien? 

Arc you prep.red to epeak gut when you eee deteu~o hudget.
wbiob put at ~i.~ tll. futur. ytability and etf$ctlveuese of 
our ailitftry tore••? .i~l yo~ v~rk o~c.aly"with tbo seor.tary
of' Oet"ell.slt to eUS\lr4-: tnt our ilie<;:uritl is not dQ9ral1e4 as a 
result ot inad~.t. t~ndinq7 

An5~er; The Pr~.ident is ~itted tu"the principl$ that 
our llIili,",ry t~~C& mU$t ~ th'l best equipped, the best 
t~.ine~ ~ 1:.he bent prll!pered in the world. 8-y doing sc, tholl 
Presidebt ~l~t.ins his CQ~itQent to eupportirtq the toree 
I!ltructU!i:'Q described in the fIot.tCft-Up Revi"",. ! ca~ ••sura you
that the doll tense budqet levels prQj~~ed for fY 199~-1999 will 
provide fot these forc.s at a h1~h level of ~.4i~ess. The 
budq.t will also provide adequate funding for e"".~tia~ 
lIIOdernhsti<m and development pt"Q9YIUIIS., 

It is aorrect that aeteiled. prQqt'ilW coots cstimat_ in 
the PV 1996~19~9 Futur$ Y••r·~ Defense "Proqr.~ (fYVPl at 
february 1994 axe-eeded the flmding levels prQjected in the 
Pr~9id.fit's budqqt, That d~ffer.nce -- abQUt, $20 billion, 
re$ult~ fr~ infletion .Bt1~«t.o for ~996 ond beyond th«t 
~ere hiqher th~n thQse prajecto~ in Pebruary 1~93 When the 
long-range DOD e$ti~tes were ~$V.lopod, ~$t yeer, tho 
President opted not to b"dqet for this projected .ultiyear
innation hUl wbich liay or llIay not COlt. due. R.eently
enacte4 FY 1995 military and civilian pay. raIses hi~her than 

'project4d in the F'l 1995 budqQt, would a44 an iJdd1tiorusl $. 

billion to OOO's l"'lDP costl!' 


, 
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http:mllit.ry
http:De,en.el
http:ultiR~t.ly
http:ten~y.ar
http:five-y.aJ
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