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TESTIMONY OF HON, SLADE ¢
' SLADE GORTON, A 8. SENATOR FROM
THE STATE OF WASHINGTON O FRO

Senator Gorron, 1 guess I am the person who was associated

with Mr. Raines longer than an ;
and hecause, before Ee was out ﬁf‘i‘i?@fﬁ?ﬁg is moeosm: Seattle

1748 projecis within the purview of Governor D i1 By 8 on var-

s i : a
possible damerrrciocieser, Mr. Chaitman. 1 think that s the beat
young man, evon 1 porim- He was a tremendausly gutos diny
vard Collogs »o high schos! in Seattle. While h CanLing
ollege, he spent at least some of ki ¢ was at Hap.

ortant civic activities in the State. After he ﬁnish(m v iy

, while he wag moking u tremen-

the United his own family and en
attle, tted States as g ??haie, his leaving wag a gre at*‘f:ﬁg ggdﬂz

- Now, he sacks to tak:
A WRE 0 taxe A tremendous pa i i
e g;}; gg;fgrtant gab 1o our government. ajincgrgz’ﬁm{;% ll?tio ve o
hegesant &u;nk ;g v;;iﬁi.:sta];grgemegm with him in the Ji:;litjml;a ggzé
he Wil he al e 38 going to do an sutstandine & :

e ughtfuily. defond the positions that he takes, ?gg{;%ﬁhfé

will be a credit to his adminisirats
as a whale, and to his'mug;;i':;}.sg”mn’ ¥ the Federal Government

*. RAINES. Thank you, Senate
] s 1,
Now, Sanator M e ek you that she maracor Gorton
) ; at she oy She i
myoived upstairs, but we will ieave g p]a£ ii: i‘ﬁ’;’iﬁ&?&%ﬁ’f iezs
her

?Mtemant and call now on you, Senator Moynihan, -
TESTIMONY OF HONM. DAN . A
. IEL PATRICK MOYNIHAN
. SENATOR FROM THE STATE OF NEW YORL
; W:ii‘;i;g gggzi&& Thank‘ym, Mr. Chairman.
spoken | ¥ ¢ P exactly in the terms that Senator Gorton has

AUS,

i‘aﬁéﬁgg %;ﬁggsgzﬁgf ’ %{ Course, I?h graduate of }?;zigéﬁ%t}?ﬁag?

8 s Betivities in o s 18 A Hhodes Se - Seaiiege,

e o
impe ’ on said, It i3 - ervie

;2’5,;’;‘,?{‘; tg‘g he served us associate dfrect;; gf{:r zﬁi"’s ,aft“mzaﬁy

cummer:;d }:{dg& in the administration of Presiq ¢e of Man-

im to the Co sident Clinton.

_ mmittee wi
and I bave ¢ say that in pmsentltgﬁzumth cog 1 openee of honor

disagree with him ns oftgn as Senator {;mmstacn: ¢6, Lexpect that T witl

ank you very much Ze W
s Senators,
your appeara_ncg i !mow you have é‘gmg’:tap aﬁ

R
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Mr. Raines, it has been’ short notice for all of ug, We aggre«:iam
t courtesy in coming heve af an odd-time. We may ealied

‘back up to tha floor for a vote, but we are going to try 1o keep this

goinﬁ until we ean find a way.to [inish the matter. We do have a
markap scheduled for Thursday, sud we have listed your nomina-

" tion us being ready for consideyation at that time,

Our Committee doea have a relationship to the Office of Manage-
ment and Budget that no other committee has, not only because we
hold your eonfirmation, but because 80 many of the issues that will
come across your desk reaily deal with matters that are under the

Jurisdiction of this Commitice, and in terms of the legislative ini-

tintives that you will bring forwsrd and in terms sf the various as-
peetz of the laws that you will set under, really sffect our Commit-
tee primarily. So we are pleased {6 have the _cgaz}ce to review your -
experience and qualifications and suitability to gerve in the posi-
tion for which you have been nominsted. .
1 have to state for the record that you have responded to the bio-
aphical and financial questionnaires and answared written pre-
eaving questions. We will make those responses a part of this
henring record, e N
Senator STEVENS. I want te recognize Senator Glenn for any
cpening statement he may wish to make. T

" OPENING STATEMENT OF SENATOR GLENN

Senater GLENN. I do have a short statement, Mr. Chairman.

Welcome to our bearing taday, Mr. Raines, I am glad we can get
this done today. 1 understand you were able to take your family
down to Atlanta over the wepkend, and I am sure yvou witnessed
all the pageantry and cempetition there. The job you are going inte
is going {0 be of Glympian proportions alse, 1 would say, you are
ﬁeing fo need the same kind of dedication that all those athletes

ave down there. Bat with vour background, I would carry that one
step further and say you should be a Gold Medal favorite at this
point, with the background yeu have for this, '

You will be entertng an arena-and I have told previous people
this when they have teme befare this Committee for this positien,
and I de not say this lightly; I really do believe it think this will -
be the second mest important position in government. I do not
think anybody has more imipact on what happens in this countrye
even the Vice President~he-is doing government reform and ail
these things that are very important—but you are where the rub-
ber meeis the road; you are going to be where it all comes together
and having to put the prioritisy of this country oui there in front
of the budgeting provess. There is no more important job in govern-
ment, I do not think, except the Pregident’s. X "

So'as far as 1 am concerned, you are geing into the second mosgt’
important spel in the government. 1 <o not say that pelitically at
all.  say it as nonpolitically as I possibly can. I have told people
like Dick Darman and others, going back through the years, ex-
ad}%&ihe same thing, because | really do believe it. . .

- OMB is where it all comes together. It iy where you reflect the
priorities, You have a major impact on that. You are %in Yo ree-
ommend where every dellar of our revenue gets spent..Wea %ave lit-
erally theusands of programs that have t¢ be muanaged, and that
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i us to something else, -which {8 the *M” in OMB, which i
g?innkggalmﬁat very pergon aver there has fallen short on ﬁmphasm»
" ing to the degree I would like to see it emphasized-—the "Manage-
ment”’ part of OMB. It was changed
ittee, as the Chairman suid, has had a major role in some
gg?hﬁég arens, teo, We passed the CFO legislation which you are
guing to be responsible for implamonting, and it is juet now hegzix«
ning to take a bit in government, a8 1 am sure you would prqbab y
agree-—just beginning to take effect. Before 1290, we did not even
have to have every department and agency sudited on & yearly
basis. They would just ask for more money, and we would vole

something, and away they would go. They did not even have to-

have u bottom Bne audit 8% the end of every vear. Well, we have
£o do that now.

» We have expanded the 18s, and new precurement legiglation, so |

the point.is, we have given you a lot of fools to work with over at
(}Mg, but it is going to be up to you how you go at those zixm%s
and how you.use those tools, | cannet imagine snyone more quati-
fied than you are when I look over your resume. You firgt got your
feet wet working in the White House, as Pat said & moment ago.
You served as domestic policy advisor to President Carter and as
nssseiate program divector at OME st a time when we were really
involved in setiing up:a lol of our government management laws,
50 you are familiar with that, . .
After your first tour nt OME, you served as general partner a
Lazard Freres in Mew York; in 1881, you became vice chairmun
and director st Fannie Mae. You showed your commitment to pub-
e service by devoling your time and effort to & broad array of Fed-
ral and local advisory groups. o
° I think it is clear g Exrxzyogxe reviewing your distinguished career

that you know the White House and thé executive branch. You .

have previously served gt OMB, and you may be the first director

ever W bave ag broad a background as you have and successful ex-

perience in the private sector as well, Bo you know what drives our
market economy in this country also, and you will have a major im-
“pact on that., ST . : et
¥ 1 think 1 would have to rank your e;kzlls and qualifications at the
highest level compared with your predecesgors. o
gSo, while it i_spéertainiy not an eany job—it is fraught with de-
i, mands and headaches, large and small—1 am glad you have aceopt-
el ; o the President’s vequest, and 1 t}m}k»you will da & great job for
~this country, and that is the main thing. I Jook forward to working

<3 I P

5 ‘wy much..

-gnejofitheiredsons. we are holding this hearing now -

-going down’t¢’ Atlanta .this. evening myse!f, | had
-andid finally. got'a room.zv e+ .
e quéstions. that I must ssk you because they
within'this Committee, so let me start off with
o 1z - . -

0o

back when this was just Bu-
reau ¢f the Budiet, and the “M” was deliberately pul in And this
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Is there anything you are awsre of in your background which
might pregent o conflict of interest to the duties of the office to
which you have been nominated?

Mr. RAINES, No, Mr, Chairman, and I believe that I have tuken
the appropriate sctions in resignations and recusals that, where 1
have had relationship in the past, 1 will sufficiently be excluded
from those turning into conflicts should [ be confirmed.

Chalrman STEVENS. You have indicated plans to recuse youeself,
as you sald, from any particular matter directly and specifically afs
fecting the Federal National Mortgage Association and from any
particilar matter in which the Federal National Mortgage Associa-
tion is a parly or represents s party. Now, I am informed that this
recusal does not include matters of policy, budgeting or regalation.
affectin? housing, financial services o mert]gage banking sectors
generally. How will you deal with the éx;ssih e conflicts and policy
issues involving Government Sponsored Enterprises, the GBEs, or
other housing or mertgage policy issues that may arise?

Mr. Ramves., Well, Mr. (‘,Phairrnan, firgt of all, T will have elimi-
nated all financial intereat that I have in Fannie Mae within 90
duys of the time that 1 would take office. Also, to the exient o
which there {u any relationship with Fannie Mae, 1 will have sc.
quired an insurance policy to cover my pension and my deferred
compensation, my pension-like compensation, -which would con-
tinue so that T would have no interest in the eontinaing suceess of
Fannie Mae in any form. )

I will have no ongoing financial interest in Fannie Mae. Never-
theless, 1 have agreed to recuse myself from any matter which par-
ticularly involves Fannie Mae and any matter in which Fannie
Mae 38 & party or represents a party.

Chairman STevENS. But you would still be dealing with policy
mafiters that affsct the same zreas from which ¥ou have come. You
have recused yourself from the particular jssues invplving Fannie
Mae, as | understand, in which Fannje Mae s a party or I;v?
resents a party, but what about the general policy issues that will
have an overwhelming impaet on the future of Fannie Mae; isn't
there 8 conflict thers, t00?

Mr. RAINES. If it has a direct impact on Fannie Mae—-any legis.
lation, for example, any regulation that has a girect impact on

" Fannie Mae—1 would be recused from. What | would not be
recused from, for mmiple, is policy affecting FHA and housing. |
would not be recused from student Ivan policy »ven though there
is a government-sponsored enterprise that is involved with student
loans. I would not be recused from college construction even though
there is a GSE. : . .

One of the problems with complying with the ethics regulations
and being the Director of OMB is that thare is very little that you
are not involved in. The OMB Director, as Senamrlglenn indicated,
is invelyed in virtaslly every policy matter across the entire goy.
ernment, 30 that by eliminating any economic interest and by en-
suring that where Fannie Mae or. Fanpie Mae's intprests arg di-

rectly involved that I will recuse myself, | am very hopeful that we
have dealt with the ethics question. And this has been, I think,
agreed to b{ both the ethics officer at OME and the Office of Gov.
- ernment Ethics : . . :
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Chairman STEVENS. Mr. Raines, we are going to set this- aside.
Senator Faircloth, it is nice to see you here.. .. ~ A

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 ¢o put in the record. I am very much in support of him.

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

the time to come. o )
Mr. RAINES. Thank you, Senator. . :
{The prepared statement of Senator Faircloth follows:] |

PREPARED STATEMENT OF SENATOR FAIRCLOTH

Mr. Chairman, [.am pleased to come before your Committee in support of Frank
Raines to be Director of the Office of Management and Budpet. e ]

I am Chairman of the HUD Oversight Committee on the Banking Committee,
Earlier this year, when [ held oversight hearings on Fannie Mae, I was able to get
to know Mr. Raines. . ) y

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. . ) L.

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 have. I do not see how any responsible person in public
affice 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.

1 think—and I hope—the nomiration of Frank Raines can make a difference in '

this regard. First, because he has roots in North Carclina, 1 trust that he brings
a great deal of common sense to this job. . N
Because of his business background, I hope he will be more sympathetic to the

notion that we have to balance our budget and reduce our nationa] debt—and that -

we have to do it soon. 1 have every confidence that he will help in this effort. -
Mr. Chairman, 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
that you would like to present at this time?

TESTIMONY OF HON. PATTY MURRAY, A U.S5. SENATOR FROM
THE STATE OF WASHINGTON

Senstor MURRAY. Thank you, Mr. Chairman, and I will submit
my prepared statement for the record. But I wanted to come down
and let the Committee know 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 te 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 prepared statement of Senator Murray follows:

PREPARED STATEMENT OF SENATOR MURRAY

Mr. Chairman, it is a pleasure to be here this afternoon with Senators Gorden
and Moynihan to introduce Mr, Raines to your Committee. | believe our bipartisan
support for Mr. Raines’ nomination speaks hime of his qualifications and our ex-
pectations of his ability to manage the Office of Management and Budﬁet.

Mr. Chairman, it is always a pleasure to eee talented, skilled individuals step 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 ple. As 1 am sure Senator Gorton agrees,
it is always a proud momen{ when individuals from Washington State decide to get
invelved th our government.

_ Frank, a native of Seattle, displayed his interest in politics and government serv-
ice at an early age. He was stodent body president of Franklin Eligh, and in the
Eummers following high school, Frank worked in our State Capitol for Governor Dan

vans. .

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 canstant, active and admira-
ble ;-:;le in community service—service that has continued wherever Frank lives and
works. :

And finally, we must acknowledge his good stewardship at Fannie Mae. Due in
part to his werk, America is now experiencing its highes{ rate of home ownership
n almost 15 years.

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

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? . R :

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. o

Senator STEVENS. Would you like to give your statement now;
Mr. Raines? . T .

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 Management and Budget.

I appreciate also the ‘opportunity, Mr. Chairman, 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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‘ thers
srents, Delno and Ida Raines, and my brothe ?
anldyziggtzi‘;hguﬁyn%t he here today, but they all live a great dis
“tunce from the Capitol. Moymihan. Gorton

rticularly want to thank Senators JOYNIDan, )
Mﬁ‘:;%y[ s.I:::;l F{;Erﬂa{h for their generous introductory statements.

I am truly grateful that they to the time to appear in wy behall.

i i i hig inten-
i f this year, President Clinton annqunceﬁ y
zi{gzn&? ?gzinfzgage me t{s serve in his Cabinet as Director of %&; gi
fice of Mamggment and Egdg\eté I ?eknsldef ;th ?Sg};zzitgggxggt ) liave
the President to fake o1 253 i .
b?&;leﬁz{ ?é hgvc the opportunity to help the ?reslgien} ??ﬁg i?{i
ﬁomia policy, balance tﬁe budget, invest in tilae z\iiaho{; &Q :rlemment
improve the productivity and efficiency 0_{;( the Federz .
tn the chance to get to work. ) ) )
' l?ﬁ:ﬁﬁﬁ?fm theeilnmmittm with o background in busmﬁ&ggrgge
ernment and nonprofit organizations that prepares me we
f OME. ) .
mﬁ; i%abg?g?ﬁg was at Irving's %mcer}*, ?_hg sim“?{l}!r i?:?e?iri ;:h og; ;?;gr‘
borhood in Seattle where, atl the age ot S,  worked oo ater, is
n Satordays. My current job, almost 40 y , I
?:ﬁﬁg%zﬁiig Mae, the largest corporation 1n America, when meas

ured by assets.

1 have worked for the Seattle Model City Program in Jocal gov-

i i tar ndminisy
- e White House staff during the Cart ‘
te:;agf}extig;}n}gg T;ssisteé clients to r&s?iﬁggr %%, }ﬁi;?&;?‘ égifﬁ;%
cin} markets while a partner in @ Wall Birees o elped oo
izati ine L tabie doliars for schelarsmps,
arganizations raise thousands of chan able dallars for 200 ohts. |
health care, the homeless, AIDS treatment, Juman mghls.
' the hoards of two universiiies an
?zfﬁf&?%@g Student Fund, I confirmed; 1 will be one of only
a fow OMB Directors who previously worked in the agengy‘t I v
1 mention all this to simply assure the Commgitee;i 121 | hav
the breadth of &xgerieme necessary to fulfill the broask Yespo
it i r ot OMB, ‘
.zttg.g ?fzz];)a:;?ﬂ;?ease allow me to make a few e{}mzréeg;tg about some
. of the substantive issues that face the Director of . S
One of the jobs of the OMB Director 1% {o serve as a Bens eeo
nomic advisor to the President. We gge {;{;z:;enggt ;né;ayzuﬁfe ;}z; > o
the lengest econonic expansions in {}y 3.-;, it L unempy
ment rate of 5.6 percent, inflatiop unoer o P A o
ggh to drive the home ownership rate up hig
2??1252?&%% geam This outstanding econanme {;e_rfurxﬁa?? % tg:-
result of complementary fiscal and monetary policies that have

cilitated steady growth, the creation of 10 million jobs in less than ~

inereased tax revenue, L .
! ﬁeiﬁ?‘fﬁ ’z?;n extend this 8%2‘!;31’!110 mm:;dfbyig}eng;zzgen%icg;
and monetary policies which provide suppo}:;i or he resurgence of
ican business competitiveness in WoTld mMAarxess ope
&?3;11 z;ee improvements in ﬁgoqu@xwiy i:v:ich will lead to im
i } wages for American Workers.
pr%%;ezg;{gs ﬁiﬁf zmgm the private ‘@?rdde::%aiﬁ% t{;?}h} ;}l:epfeegl
' wrent would ever reduce its budget dehat. n Pres
fiiﬁt%ifggzin took office, OMB projected a0 deficit of $238 piftion fmt:
fiscal year 1996 if major changes in revenue and spending weré no

2]

made. in its most recent estimate, OMB now prejects 2 deficit for
fiseal 1906 of $117 billion, a reduction of 60 percent. As-a percent-
age of gross domestic product, the budget deficit has declined from
4.7 percent to 1.8 percent between 1992 and 1996, This is a re-
markable achisversent, unrivaled among industrinl nations, that
sheould make both the President and the Congress proud.

The President has alss presenied m plan to achieve a balanced
budget by the year Z00%Z, whether measured by OMB dr Congres-
sional Budget Office economic assumptions. As the budget is
brought into balance over the 10 fineal years from 1993 through
2002, OME projects that $3 trillion less debt will be added to the
national debl as a result of the President's plan. The national debt
will decline from 50.6 percent of 3DP at' the end of fiscal year 1982
to 42.8 percent of (GDF at the end of fiveal year 2002

Y view it as the job of the OMB Director to help build and sustain
the congensug necessary te actuslly deliver on the promise the ad-
minigtration 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, [ hope that negotiations can be re.
samed on a bipartisan, multi-vear balan budget agreement.
Such an gsgreement would continue the momentum for reaching
bniance émg give confidence to business, workers and investors that

- sound figeal poficies will be pursued in the future.

Like mest Americans, | have watched the great debate here in
Washington over the sllocation of searce Federal dollars within the
context of a balanced budget. As yuu consider my nomination, you
should know that | apree with the priorities advocated by the
President. [ believe that investments in education, training, the en-
vironment und nsiional delense are cribieal to the fature sconomic
and physical gecurity of the Nation. 1 alse hope that the means will
be identified to increase investment in vur pational infrastructure,
which is one of the most vitel governmentsl ceatributions to our
economy. 1 believe that income from work is morally, spicitually
and ecenomically betfer than income from welfure, But 1 also be-
Hieve that the nationa) community has » responsibility to care for

- itg mos! vulnerable members, particularly when work for all is not

available,

The President and the Congress will face difficult aliocation
choices along the path to a balanced budget. My hope is that these
choiees can be made with the spirit of compromise that the Amer-
ican pecpie expect of their representatives in Washington.

Finally, let me say a word sbout the management of the Federsl
Government. 1 have spent most of my career in private business,
smyali, medium and large. 1 have learned that more important than
an’ inspiring vision, a clever strategy or 8 well.serubbed budget is
performance. This Committee has labored for many years to induce
reforms in the way the government is managed. And now, with the
cooperation of the Clinton administration, ity National Performance
Review headed by the Vice President, and OMB, you have g willing
partner in the offort to make gevernment work hetter. )

I have been impressed by the progress made in creating audited
financial statements for agencies, in meking the Federal Govern- -
ment & better buyer using commercial practices, in beginning to de-



ig

velop strategic plans and performance reports, in improving the use
of information technclogy, and reducing the burden of regulations,

I intend to continue and intensify these efforts because I believe
the American people are demanding that their government perform
to the same high standard that they are expected to meet in their
own jobs. We will make the government more efficient and produc-
tive 5o that more tax dollars go t0 programs rather thun to over.
head, waste or abuse. We will restore the reputation of the govern-
ment and ils emplovees so that all Americans ecan foel proud of
what their country is doing in their name and with their money.

Mr, Chairman, thank you for this apgormnity to appear before
the Committes. | would be very plessed to answer any gquestions
that you may have. ' -

[The prepared statement of My, Raines follows:} e

PREPARED STATEMENT OF MR, BAINES - L

Mr. Chairman, T appreciate the oppurtunily to appear before the Committee today
- for consideration of sy nomination o serve as Directer of the Oifice of Management
&nd Budgel. | have & short epeninarsmwmmt which 1 would like to make,

i am joined Wday by my wife Wendy Farrow Haines, and my duughiers Laurs,
Andres nmd Snrah. 1 slso apprecizte the presence of several friends and ol
whi sre in the sudience, I regret that parents, Delno and Kda Ruines, my
zhrgﬁéarq&?ﬁ gigters would mum%@m v all live a Jong distance from

aptel,

On Agrit 17 of this year, Progident Clindon anoeunced his intention to nominate
ma to serve in his Cdinet as Director of the Office of Manapement and Budget. |
cansidar it # groat honor to have been askoed by the President (o take on this assigo-
ment apd & privilege to have the eppertunity to help the President create econumic
policy, balance the E[mdget, invest in the Nation's future, and improve the productiv-

Tty ani efficiency of the Federa! Government. I look forward to the chance to get
4 work.

I came befure the Committee with »
nonprofit o fzstions that puépm'es me wall for the many (acets of OMR,

My frgt }fsg was st Irving’s Upacary, the small store in sur peiphborhood in Se-
attle, where 6 the age of 8, I wo each doy sfler school gnd on Saturdeys. My
eurrend job, slmoest 40 vears later, in with Fannie Maze, the lnrgest corporation in
%immmfwﬁ&wﬁwﬁg E{I‘iv Program in loval guversionent and on the

AR WO, fiig attie # in on
White House staff during the Carter &z{mzm:nﬁan. 1 have ssaigted clients to raiss

" aver 310 billien in the financial markets while a partner in.s Wall Strost firm and -

hel focal organizations rafse thousands of chariteble dollses Por schelarships,
health tare, the homeless, AILIS treatmant, and human righta, [ have served on the
boards of two urtiversities and as a trustes of the local Hiack Student Fund. If con-
firmoed, 1 will be one of only a few OMB Directorn who previvesly workest in the
agency, : .

! mention all this to simply sssure the Committee that 1 have the breadth of expe-
rlence necessary to fulfll the broad responsibilities of Director of OMB,

i I ey, please sllow me o make o few comments sbout some of the substantive |

issues that tmee the Directar of OMEB. )
mt}m aé& ihe jz@s of the G&%ﬁimt@r i fo térge sis & senior economit advisor 1

¢ Prevident, We are corrently snjoying one t evenninic expansiens in
50 vonrs, with an vnemplovment rale ggﬁ.ﬁ percent m;:m urder 3 percent, and
interent rries low evough tv drive the home ammisig rate up bo the evel.
in 15 years. This outstanding emvnnmic performance v the result of complemen
fiscal and monetary policies that have facilitated steady growth, the creation of 1
million jobs in less than 4 years, and inereased tax revenus, .

¥ hope we can extend this economic record by continuing fiscal and monetary poli-
vies which provide support (or the resurgence of Ameriears business competitivesess
in worll markets. 1 also hope we will see improvements in productivity which lead
o improversents in real wiges for Americans workers. - :

}3{ 1983, most of us in the private gector despaired that the Federal Government
wiuld ever reduce its budget deficlt, When President Clinton took ofice, OME pro-
jected & deficit of $208 bLillion for Bscal vear 1988 if major changes in revenus and -

spending were pet mede. In e most recent estimaie, OMB sow projects 2 deficit |

und in bl.x:a‘imsa, government, and

i1 .
for fiscnl 1996 of $117 billion, # reduction of 60 percent. As u pareen of Groms
Bomestic Product, the hudeiz{ doficit han dedlined from 4.7 p@s@m to 1§ percent
between 1992 and 1958, Thix ig & remarkable schicvement, unrivaled among indus.
trinl nations, thet sheuld make both the President and the Congross .

The President has alse regented & plan to achieve g balanced budpget by the year
2002, whether measured by OME or Con ional Budget Office eobniomic asgum
tions., As the bud%et is bmuﬁht ints balance over the 10 fiseal years from 1803
through 2002, OM lim_]ects that 33 trillicn less debt will be added to the national
gee?& z: :{ r{ﬁ;%t;;fme P?ﬁ?m z;;]:m, fl;ggénational debt will decline from 50.6

] P BN 3
0{{'”&] ook yosr 0 42.8 percent of GDP at the end
vigw it ns the job of the OMRE [Nrecter to help builé pnd sostain the consensus
necessary o sctually deliver on the promise the administration and Congress have
made o the American pwopis 16 belanoe the Federal hudget by 2002 and reduce the
hurden of the national debt. I that ?izit, 1 hope that negotistivny can be resumed
s i bi-partisan, multi-year balanced budget agreement, .

Such an agreement would contivue the momenium far renching balsnce and give
confidence t¢ businesa, warles, snd investors that seund fscal policies will be pur.
aai(i!km the ﬂ:':'um;-i i .

e rost Americans, 1 have watched the great debate here in Washington over .
the ullosation of scarce Federal doltars within the eontext of a balgnced bﬁ&aget?g; .
you consider my nomination Jou should know that I agree with the priorities advo-
eated by the President. | believe that investments in education, tralhing, the envi-
ronment and nationsl defense are critical to the future sronomic and physical secy.
rity of the Nation. I &lso hope that the means will be identified Lo .increass invest.
ment in our nationsl infrastructure, which is one of the mest vital governmental
soniributions to sur egonomy. [ believe that income from work is morally, spir-
itually, and economically better than income from welfare. But I also believe that .
the national community hes 2 respensibility 1o pare for its most vulnersble meny.
bers, particularly whea work for alf is not evsilabls.

The President and ths s will facs difficult allocation’ choices aleng the
path to 9 balanced bud&;& My hope is that these choices can be made with the apire
1t of compromise that Apgrican people expect of their represeniatives in Waah.

lng‘an‘
“Finally, let me say a word about the management of the Federal Gove:
hnw:}:gem most of my career in private husingnss small, mediom and largr:f?el?;;ré
Toar that mere important than an inspiring vigion, a lever strategy, or a well
m_mbbed budget is performance. This Committes hag Jabored for many years to in-
fgimz reforms in the way the government is munaged. Now with the cooperation of
3 rgs %iégzar;‘féﬁ%ﬁgwam% its Nattonal Perfurmanre Heview heeded by the Vice
wz;x% ﬁiﬁg; + you have a willing partner i the effort to make goversument
-4 Bave bean impressed by the pw?ms made in crenting sudited financial
ments for agencios, in making the Faderal Government &gimiar buyer misgﬁggj
mercial practices, in m'g}xmmg i develop strategie plans and performance reports,
gﬂ;;amﬂng the use of information technology, and reduring the burden of reguin.
1 intend to continug and intensify these efforts becauss | b:elieva the §
people are demonding that their government trm 'to the same high m‘:ﬁﬁz
that they are expected to mest in their own joba. Wa will make the goverament
mare efficiont and preductive so that more tax dollars go to rograms rathier then-
to pverhead, waste or sbuse. We will restore the reputation oF the government and

. s employees w0 that all Americans can feel proud of what their country is doing

in their name and with their m

Mr, Chairman, thank ¥ou fg?gi‘a Ww;‘ w' £ bet .
[ would be very plessed W anawer any guestions {ixat my h:x, the Committoe.

{Biographical Information and Resporises to Pre-hearing Gues.

tions follow:] . _ pe i aring Ques- .

BIOGRAPHICAL AND FINANCIAL mmwo& REQUESTED OF NOMINEER
A, BIOGRAPHICAL INFORMATION s

L. Name: Franklin B. Raloes (Geverally known s Frank)
2. Position o which neninated: Director of the Office of Management and Budpet

3

* 4. Date of nemination: May 24, 1995 .

-
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12 C. 18
.. R— . sa Btrpet, NW., Washington, 10, 20008 . Chairman, Task Force on Govertonent and Citizen Participation, Seattle
+ &%ii%egg: ﬁsédéiﬁaﬂsgiﬁhﬁh:g?gqu Wﬂ,&}f&w, 2.C. 26018 h 2000 mm*mm Seatt}g, Washingmm 1993, :
5. ate and Place of Birth: January 14, 1949—Sealtle, Washingten - Y&’,”i@ﬁ‘ %?;w ‘;té?ﬁgi%ﬁ Commizsion an Early Childhood Edusation, New
8. Marital status: Married to formef Wendy Farrow : ' - ;

; { A Sarph 8 Meiuber, New York Governor's Task Foire on Poverty and Weilere Ra-
7. Nase und ages of children: Lavra 10, Andres &, § » form, New York, Meow York., 1886,

8. Edupatisn: - ' Meamber, New York Governer’s Boheol and Business Alliance Tosk Forcs,
Frankiin High School. 884867 Diploma 667 Now York, Naw York, 1986-1989. - ;

i{iarwni e wﬁ@%&@&gﬂ%‘%‘; ‘;a?}l,;‘g f?!ﬁ"& ' Member, Baard of Directars, New York City Public Development Corpors. -
agdaten s S g - egree
oh

U ting, New ‘farh, Neaw Vork. 1986-150G,
8 .
Harvard Law School—8/7 & JD Cm Laude 877 Mamber, State of Texes Belect Committes on Tux Equity. Austin, Texas,
5. Employment Hecord: S : .o ) - 18874488, ) .
Baios : gmplerer Chatrman,  Transition Tommittee on Fiogncisl Manspement for the

A7 0T Campmigs assisinnt, compaign of Angels Gesrearis in Chicags, Hinsie.

!;igz;}qgﬁr of the District of Columbin, Sharon Pratt Kelly, Washingten, D.C,
1B 2-TE Assoziats Ditpetor, Seattls Model Cities Program. ’

47376 rarims taw school.  petformed paid consulting mervices far the ity of Bos- o mm?gé_?;ggamim and Trade Closter, Olinton Transition, Washing-
1978~ e S ol the Seattle Model Citing Peogram. DL 1593, v _
197578 I served 8 o paid teaching feflow and us & freshunan proctor during bawe Adviver, Nations! Performanse Renview, Washington, 1.0, 1833

. sehet. .

“Member and Interizs Chaitman, Cemumission on the Reles and Missinns
of the Armed Forces, Washington, D.G. 19841995,

118, Tresqury Advisory fominission oo Finaoeial Services, 1998-present
11 Business relatinnakips:

&74- B4 Law Uik, Preston, Thorgrisson, Ritis, {olman & Fleteher, Soattie Wash-
Cingian. . S

GTH-T175 Law Clerk, Coyington & Burling, Washingten, [1ToR )

U597 Low Clerk, Davie, Wright, Todd, Riese & Jones, Seaitle, Rushingten,

BRE-UTT  Asssciste, Praston, Thorgrimeon, Bilis, Holmun & Fletcer, Seattls, Wash- For-prafit organésationa: ) ]
ingtom. . . ; Dates of ;
T AT Aasistant Diretor, Docsestic Pelicy Siaff, Exocutive Oifion of the Presidest. Affitimiion . Entity . Pelationabip
HTRAVTY Associste Director, Office of Mansgement and Budgat. LD Lazzed Freres & Co. . Genernl Partues
WS-320  Generul Porcoar, Lazerd Frerns & Co., New York, New Tork, sah 9811985 Etmwood fhetrituting, Inc - Ownee aod president
WH L1885 Croner and President of Eimwood Distribnting, buc., a besr distributorshop, 91~ present Fednral Natieoal Murtgege Ansociation | Vics Chairman sad [racter
1089186 Trustes, Mitre Corparatioe. iS%-oreont  fhizenlnc Directar
N i consuiting servicen City of Washington, DG, S prespnt ing Compnany . Drirestur
Y181 L performed paid consulting snrvices for the ) Mortaene Assoriation, V95495 Elsctronic Data Sysiewms, Ine. Cousultant
Yoi-present  View Chairman and Direntor, Fedaral Nution fege o g .
0% presens  Trusien, Robery Woed Jehnsen Poondation. ) on~profit organizations: X
188 1 received an honorarism for spenking before the Urban Tastitute. Dutas of .
' Pt Entity . Relationshly |
03 prosest  Dirgetor, Plizay, 10 .
3994-present  Dirvetor, Maaposer Rmmif and Development Corporstion. 5793903 | University of Puget Sound . Trogtaw
Y95-presant  Trustee, Rockefpller Foundation, §80-prezent  John F. Kennady Bchool of Gevernpen Adjunet Lecturer/Membar
WoS.present  I[¥recior, The Bosing Cemnpany. ) g - . . of the Visiting Comanilien
1145 ia conpection with my spraking before Amencan Mmzézmm b Syiems 168488 Harvaed Alunni Aagaeintion, Director
tAMS), AMS mede & donation e a charitable srgunizataon. 1598488 . Flursnce Hatier Schoo! Brandeis Univeraity . Member of Advisary Com.
19698 Tragtee, Mitratec Syatems, Inc. - : mittee ony Bnployes Ben-
1995 3 received payments from EDS, » diviaion of General Moo, s “‘?;W efity
tion for my stieodance at mestings of the persans dests!:a wﬂet; mm:{y . 19842458 Urban Resenzch Conter, New York University  Member of Advisery Sonrd
noted as Divectors of EDS upon Conerad Motars’ divestur : 198591 QCumter fos Law ond Sociat Policy - Directar
deyignation as 8 direcier il ’ ) TRA-RAT Hareard University Urvwrmmer
160, Governiment etperience: | o : Gew 138694 Harvard Callsge T . Mamber of the Viniting
Speciad Assisiaut 0 the Sscretary of State and Execulive s{f‘“’“‘““’* 1867, . . . Committoe
ermors Committer on-Constitutional Reform. Olympla, Was mgfa!&; . YBT-present  Black Student Fond . Director Eressurer
. Deputy Executive Director 'of the Washington State Commistion an the 188131 French Apeerizan Foundatisa Director
Cauvse ond Prevention of Givil Disorders, Sesttle, Washingten, 1268, - ’ 831752 Americrn Institeiey fr fesearch . Dhirector
Seait Assistart to Daaiel P. Moyniben, Acsistant to the President for it W) Horvard Boainess School Membar of the Viiting
Urban Affairs, The White House, Washington, 1.C, 15684, - - - . Cowsmittas )
Dielegate to tha White House Confevence on Food, Nutrition and Health, _ ras-to Nutional Inmitate for Disputa Birector
. Waahington, D.C. 1988, - sy Mﬁmm ‘ , :
bW P her, Mati Advingry Council on the Education of Dissdvantaged : ites Corporation © Digscior
L Gh?fﬁ:ea, {’ia:%ziiggn, j1 50 1&?&-13’12.0 ’ . 639 present Couneil for Bxoeilence in Covernment {¥irnctar

4 *
4 - .., L -

o


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

14
of
A%ﬁf:ﬁm ) Batity
FRO-5AY Gereen Marshall Puod of the Goited Staten
A% t-present The Eatrgy Foundation
9/91—prescnt Pedern] Netioant Murtpage Assotiation
. Foundation

JIAn-1ve4 Yrbaa Josditute
THE-mreseat Hobert Wood Johnson Foundation
Hod-prenenl Federat City {ounadl

1@%—;%;»&5& m:xwx Renenreh and ﬁwaitzpmztt

Corporation |
Vobopresest  Tockefsllar Roundation
TS wm Sy&%m foe.
% h&emmmw i _ X
B S——

&idpresent Arvarionn Assomistion of Riodes Scholars

1O/ E-prasunt  Waskington Blals Bar Asseciation

3RS0 New Fork Siock Exdiange

HAS-prosent NAACK

A t-present Bar Assoriztion of the Disteist of Colombia

i TR v Musional Associntion of Becurities Dealers

10551994 NMatisnal Academy of Sciences )

" Ghg-present,  Sigma PL P

HA%-prosent Couneil on Foreign Relations

18 % present Harvard Clul of New York

L grenent Aswaerican Acndmy of Arta apd Sciences

B Lpresent Nutional Acaderny of Social insuranee

(See also the response to Question 11 above.)
18, Political Alfiliations and Activities:

4. Ldst sl officen with a pelitical party which you have held or eny public office \

_ for which you have been & tandidate.

MNaone

b. List all mpmberships and offices held in and services rendvreﬁ to all wbtaml
© partios or election commitiees during the last 10 years. .

Relcticeadip

Frustee
Dirsetor
Dissctor. - : -

Direciar

Caihair of THC. Agenda,
Projest and ex-offitie

. mseaber of Executive -

Cammities

Pirester

f¥rector

Direckor

Relatianahip
Member )
Mamber

Altied Member
Mamber

Mamber

Listed a8 “brokar witb
Lazurd Preres & Co,

Member of various commit-
tees and comrsinsions
Membar
Member
" Member
Member
Mpmber -

Volunteer for Bleaner Holmes Hertan Candidate for Delogate from the .
Disiriet of Columbia--1988

VYolunteer ou issues staff Dukakis prmz!ﬁntzai campaigiie-1GHE

o Hemize s}l politi
fitical party, pelitical

10 yenrs.
iaten
"R IEE

i ol

VB

QIE7
SWEIET
102588

Grranisstion, Prety, 0
Citizens for Lanrent ’

Citizens for Calder :
Brick Adama Sexate Commities

general}
Prukakis for President
Mary Landrice Elsclion Comaniiine
Frieads of Doug Wilder

eal contsibutiona to any individuad, e Egign organization, po-
Betion commities, or similur entity of §

or mare Tor the past

" ot

§56
14
X

00
i
Eith i

G099
[ T
b b
QR
IS4
1264
110254
TR

10194

02205
005
040635
DE1495
D225

CRARGNG

02195
RS
083195
s
110455
G30%94
0471295
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(\w T "M.(c iktam, e,

Judd Gregg for Governor

Bill Beadley for U8, Sennte
Kathisen Brown for Treasorer
Harvay Gantt Committes
Gudiard for Soversor

Young for Governor

Raymond Flyon Cotumittee -
Hob Matsoi Yoy Congreas
Brock Adses for Senate

Lo Corbett for City Oonneid

femocratic Congrossionsl Campaign Committer
- Funnie Mae Political Activn Commitice

Lomimittes for Narton
Friende of Jans Hermen
Tntoomne for Matt Schafer

-~ Mary Kose Okar for Congress

Wilson for Chalrmoan

{enemitten 1o eisct Senztor Kennedy
Waty for Dongress

wohn Lewis for Oongrens
The foiferson Lommitien
Frivade of Bwsaisi Miswme
Citieersy for Waters
Fickds fur Oongrass

* Fiake Cumpaigs Comptitias

Myriie Davis for Mayor

Siokar for Congress .

Cengroasman Flowd Fisks Committes

Wial Watt for Oonpress

Havcock for Congress

Lo Seokes for Congresn

Fenate Demacrskic Commiitee Victary F‘umi
Citizens for Eleaner Holmss Norton
Voluntears for Vente

Bilk Clay for Congrass

" Priends of Bob Carr

Priends of Kent Conrnd

4.0, Wates for Congress

Erngal nr Congreas

Frienda of Walter Tucker

Seott for Congress .

Floyd Faike Committee

Stokes for Congress

Citizens for Eleanor Holmea Norton

Tam Davis for Congress

Kurt Schmoke Committee

Gephardt for Congress r
Kurt Schmoke Committes '
Wynin for Congress

Mel Watt for Congress

Henenek for Congresa

Citizens for Eleancor Hobmes Norton

14. Honors and Awards:

" [DolLars]

760
- 1,000
1,000
250
650
O
500
1,606
1,000
1,000
500
2,500
500
00
250
£,008
5005
506
506
1,008
. 5OG
500
500
5%
0
50
500
&00
500
00
sty
2,000
1060
1,660
500
o
G
00
500
500

[rit]
500
500
BHOn
500
1,000
B0}
1,000
BOG
500
800
bou

w%d?u Black Humsen Relations Asard af the Seattle Jemh Committens,

Alfred F. Bloan Scholarship Harvard Collegn. 1957
Harvard National Scholarship Harvard Collepe, 18671571,

Researeh Fellowship, doha F. Keanedy Tnstitate of Polities, Harvard Unie
wergily. 19701671,

Kirklond House Master’s Award, Harvard College, 1871,

Rhodes Scholarship, Magdelsn College, Ouford University. 18711972,

Fellow, American Academy of Arés snd Beiences. 198bnresent,
Member, National Academy of Socinl Insuranoe. 1905-grosent.
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First Marghall, Twenty-Fifth Reunion Class of 1971 Harvard College.
1996,

16. Publications and writings:

1. FNMA and Affordable Housing, National Mortgage News, April 1,
1996,

2. Teck Investment Hel ing Fannie Mae Fulfill Its Mission. The
American Banker, November 1, 1985,

3. Fannie Mae: Empowering Lenders Through Technnlngy, Hamilton
Carter Smith Newsletter, Ma 1595 - :

4. The Downtown Arena: "Let's Not Blow It”, Washington Post, 0ct9ber
2, 1954 :

5. Skowing America a New Way Home Through Technology, National
Mortgage Technology Review, September 1994

6. The Race Ahead: Competition in the Mortgage Banking Industry, Mort-
gape Barnking, August 1994,

7. Untitled articte, Alliance to Save Energy Newsletter, January 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 candidacy 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, Presidential Policymaking: The Genesis of the Family Assistance Pro-
gram, Honors Thesis for Har\:rard College, 197‘1.

12. *The Meaning of the Cam&)us Struggle,” a chapter in A Manifesto for
- Youth by the Ripon Society, 1970.

13. Washington Looks at: Constitutional Revision, unpublished . mono-
graph on file at the Washington State Library.

14, Why Do Poor Children Seemingly Fail in Public Schools? Seatile
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?

" 1 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 experiences affirma-
tively qualifies you for this particular appointment? .

From 1977 to 1979 [ served as Assistant Directar 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 and/or
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 1 have helped manage the largest company in the Nation
measured by assets, From 1984 to 1995 1 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. FUTURE EMPLOYMENT RELATIONSHIPS

1. Will you sever all connections with your present employers, business firms, -

business associations or business organizafions if you are confirmed by the Senate.

Yes. I will resign all positions and sell all equity securities received in
connection with these positions. I have certain vested 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

17

of Government Ethics, | also will retain certain limited partner interests in
fully invested real estate parinerships and a fully invested venture capital
g}artnership, as well as stock in a privately held beverage bottling company.
one of these holdings is likely to pose a conflict of interest with my pro-
posed government services, .o :

2. Do you have any plans, commitmerts or agreements to pursue outside employ-
ment, Tl'th or without compensation, during your service with the government? Tf
=0, explain. . - .

No. 1 intend to maintain my membership on the Visiting Committee of
ihe John F. Kennedy School oi Government at Harvard University. This is
an uncompensated advisory body with no governing body responsibilities,

3. Do you have 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 organization? :

No. -

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

Ne.

5. 1If confirmed, do you expect to serve out your full term or until the next Presi-
dential election, whichever is applicable? : : o )

* Yes,

C. POTENTIAL CONFLICTS OF INTEREST

1. Describe all financial arrangements, deferred 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 Nationatl Mortgage Association
Director, Federal National Mortgage Association Foundation
Director, The Boeing Company -
Director, Pfizer, Inc. .

Trustee, Robert Wood Johnson Foundation .

Directer, Manpower Research and Development Corporation
Trustee, Rockefeller Foundation N

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

Federal National Mortgage Association ("Fannie Mae™ commen stock
Fannie Mae stock options L -
Boeing common atock ' )

Boeing stock options . .
Boeing Deferred Compensation Plan for Directors account .

-+ Pfizer Nonfunded Deferred Compensation and Unit Award Plan for

Non-Employee Directors account .
Piizer restrieted stock (I will sell a3 soon as permissible under the
terms of the stock, which will be six months after termination
of my Phizer directorship) - T
Circuit City common stoc : .
General Motors Class E common stock
MSR Exploration common stock
Garden State Cablevision, Inc. common stock
District of Columhbia municipal bond—7.37% 2005/6
District of Columbia Go municipal bond 9.375%
Limited %artner interest in Corporate Partners, L.P. and
LFXR Partners, L.P. i . )
Limited partner interest in’' CCI Partners, L.P. -

el will retain vested benefits under the Fannie Mae Elective Dei'erred :
Compensation Plan and the Federal National Mortgage Asscciation Execu-
tive Pension Plan/Federal National Mortgage Association Retirement Plan
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far Empluyees Not Covered Under Yvil Service Retivement Law, These will
mmair:pia o ffert b6 retingment benefits of my employment with Fannie Mas.
Linuidating thom would substantislly reduce tne value of my reliremenl
benafits, Ampardingly, and becanse § intend in apy evenl o recus mame!f,
for the duration of my tenm, from any matter damﬁiiaad specifically &
focting Fannie Mas, 1 intend o retuin these benefite. Moreover, 1 iatend in
ingulnte my Dpancis! interesta in ‘these retirement plans fram the fmture
reopects of Fonpie Map by cblaining sno ingurnnce policy guéranteeing
nie Mae's ohligations r the platia, v .
4. A routt of the divertitures dugeribed shove, 1 fingnciz! holdings will
consist solely of investments in widely divarsified muiasl funds, govern:
sment secutities, limited partner interelis in real catale partoerships, stock
af 2 privais heversgn OMEpany, agd & Hmited partoer interest in & fully-
nvested venturs capital robip none of which, I sm sdvised are ikely
15 aenstitute m oetding of interest with my services a8 Director of the Office
of Management and Budpet, _

e [ will recuse myseif from the following matters:

For the duration of zﬁécm 1 wil! recuse mysell from any matler di-
roctly amd apecifically aflecting Fannie Mae and from Ay s._rhminr matter
in which Fannie Map is a party Or represents o party, This recpsal does
_net include matters of policy, budgeting or regulation affecting the housing,
financial services or morigage secturs generally,

For one year from the date on which 1 take office, I will recuse myself
frem aoy matter in which Boeing s & parly oy vepresenta & pariy.

Until T have sold all of my Phzer stock, T will recuse myselfl from any par-
ticular matier havinlg a direct and predictable effect on Plizer. in addition,
1 will recuse myself from aoy matter in which Plizer iz a party or rep-
resents a party for one year from the date on which | effect such sale or
the date on which 1 take office, whichever is later. .

g. indicate any investments, vbligations, linbilities, or other nglatlonships which
cauld in';glve potential conflicts of interest in the pesition to which yuu have been
nominated..

I intend to hiquidate aoy investments or abligations whith the OMB cth.
ies officer has determined io create a potential conflick of interest. Also sen
response to O, (1) above,

3. Daseribe any business relatianships, deating or fimancial transaction witieh you
have had dur?;?g the lasi 10 vesys, whether for yoarseld, on hehalf of dient, or

acting 88 an sgent, that could in nny way constituls ar result in n possible condlict
of interest in the position to which you have been nominated.

I do ot believe 1 have any conflicte of intersat as o result of prior reia-
tipnships or transsciions, The agnmzim of Federal ethios laws and roguis-
tions should aveid any such conilicte of interest from amsi:a%m the futars,
Rea my response o question . {2} shove with respect to Whe divestitures
1 will undertake to ehminate potential conflicts of interests.

4. Daseribe any activity during the past 1D years in which have engnged for
the purpose of & v or indizectly influencing the g, g:%;at o magz ieation
of any iegisiation or affecling the sdminisizalion an expenting of lnw or public pob-
icyv - .
From 1678 to 1991, while employsd by Lazard Freres & Co, I served a
{inanein! adviser o pumercns é,iaﬁeg; é?m, and authorities. This required
me ¢ be engaged in beth monitoring and advisin achivities with mapect
i legislation as well as activities aflecting the administralion and awpcie |
. tiny uf baw o1 8 continuous basis. Throughout this period the District of Co-
fumbiz was 8 client, 1 assisted the Distriet in advorating mutharizing and
appropriations legislation, as well as advoeating certain sdministrative atv
Lons. -

From 1951 to the present, I have served as a geniof exevutive of Fannie
Mup, On numersus oecasinna, § have represented Fannie Mae bafore legisla-
Wive tommittees and executive bodies advorating matters related w the
company, housing pelicy, and jssves affecting the tommunitieg in which the
company eperated. . ‘

vurzble, which you feel shoutd be considered in connection with
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5, Baplain how yoo will resolve any potential contlict of — imméh; .
that may be disclosed by your respenses to the shove items. (P uding any
of nnvy Lrost or other gg;immg&) F& & tems. (Plense provide & copy

As describad in response fo question T. (1) above, 86 long s I refsin in-
torests s Fannie Mae pensisn and deferred mmgemﬁwsp&m § will e
ther recuse mysell from matters having & direct and prediciable effect on
Fapair Maw or oltaln « finencial arrangement {surh as an insurance poliny
gunrantesing the Fannle Mae obiigations) that insulates my foancial intars

, eula from the folure prospects of Fannie Mae. Even with such an arrange-
ment, & 15 my infeolion fbr the duration of my term (o recuee nyyself from
may wtber directly ang specifically affecting Faonie Mes. - :

| I addition, pursunst ¢ § CF.R, $2635.502, in onder to avoid the poten-
tiad for mo appesranee of conflict of interest related o my service on the
Boards of Directors of Pliwer ine. 2nd The Boeing Company, | intend for one
year from the date on which | take office {0 recuse myself fromn acy mattsry
in which either Piizer or Boeing is a party or represents a party. . '

_ 8 Do you agree to have writlen opinions provided to the Committes by the den-

ignated apency ethicy offier of the agency to which you are nominated afui by the

Offies af Government Ethies concerning potentisl conflicts of interest or any legal

impediments o your serving in this pogition? : .
Yes, - .

D, LeoaL Mn”rr_nn’s’

1. Have you ever been disciplined or cited for & breach of ethics for u1:1 ;nfo i
¢ £ wsional
;o;};l;;;ttjugy,l nrssbsgint!.he sé.tih,}ecii of a complaint to any court, administ.ragve agency,
al n ation, disciplin CommItien, i Y
il plinary committee : or other professional group? If Bo,

No:

2. Have you ever been investigated, arrester, charged or held by any Federal
Htate, or other b eni‘amgmant suthority for violation of any Federai Stgte, mx;niy: '
;m;dm:g;g{!m‘m regukation or ordinance, sther than ¢ miner traflic offense? If 5o

€ GELBLIA. ’

He.

3. Have you or any husisess of whieh you sve or were an offlcer ov bee )
voived ns 4 party in interest in any sdministrative a g or eivil fitiga.
s B ?fﬁ ¥ o inte: in any mcms&x;s&xw sgency procgeding ur dvil litige-

i have been 3 Oenural Partoer of Lamnrd Frores & Co, and Vice Chair-
:Zanp{ Fannie Mee. These businesses have been involved in litlgation and
ministrative procesdings during my teoure with the rompanies, | have

. never bogn tiamed an an individusl party in sy such proceadings.

From 1981 to 1385 1 waa an officer of Bimwood THeiributing, Ine., an B3
nois corporation. Elmwood and 1 were pamed defendants in the case of
Baker, 1. ol v. Elmwmeod Distributing Inc., of. gl, No, 83C0215 (U S. Distric
Court for the Nerthern District of [linmsl This wos sn enployment dis.
erimination case thet was dismissed on summary judpment,

4. Have you even been convicled Uincluding pleas of %uiity or nalo conteodere} of

any criminal viclation other than a miner tradfic offense

Ne.

5. Please agvise the Committes of any additions) infurmation, favorable oF ﬁzifa'-
h you : your pomisation,
wz have nothing to add to the infermntion already provided to the Comait-
B. FINANGIAL INFORMATION  ©
Financial .inft::rmation is retained in the Committee’s files,
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PREHBARING QUESTIONS FOR FRANKLIN D. RAINES
£, NOMINATION FROCESS AND POTENTIAL CONPLICTS'

3 irpctor af the
beligve the President naminnted you 1o ssfve a9 ha i ;
Qf%{mwgfyhgzuﬁimm and Budget! What particulir cushifientions do you bring s
the pesition? -
A I beliove I was chosen by the Preaident becaunse of my ezpefihee in
business, government, and noh-profit grodps. e White 3 o
1079 T servad 8o Assistant Director of the to Hane Do-
ot i S el s S B
ment of the Oifiee of Mansgement ant 1% i ot
i 4 Lazard Freres & Co., an investiment vanking firm. z e
glsntta;‘mwmdi as financisl advisor {o DUMErcus States, cities, and a?gg;qn
ties. Frem 1991 {o tha present 1 have perved #s o senjor emﬁh ve of
Fannie Mue, From 1084 {o 1395, 1 served on the Commission oo IR
and Missins of the Armed Forces, This commissian examined the mper
tant sspes surrounding the future of the United States armed furwf, -
9. Were any conditions, expressed or implied, attached o your numination to be
Darector of the Cffice of M anagoment snd PBudget? . )

A. No. .
i ' i s -
ade any commitments with reiptet b the pojicies and programs ¥
wi% giﬁgf?ﬁmp?m“gm ag Directnt of DMB? If eo, whaot are they?

A No. .
: i s Mpe involve
& eatent, dues your compensation srrsngement with, Fruznde
e e b e o et Sl
wg} + P - N +
fﬁiﬁﬁiﬁ:?ﬁi?gau& wnﬁﬂka u:uema&ﬁ wmﬁ{m of interest in exerciging your duties ws
sractor of GMEB? 4 Feonie Mao thet may
A None of my ctimpenaphion arranpgments Wilh reomie liae )
gepend oo l'b!.mg Ma?gwill contimue aller | take officn. i aleo
i) o ¢ Faomie Muae ommmon stock that I owe, T will o
:i?:iﬁ:ﬁ!?!:fe gée&gs?;m%?m; atovk o;ﬁma z.ha.td 1 ow:: . g:fg;égaﬁé. }i ;&ﬁgﬂ
i § ’ igations to me soder its X
g;g;mm g:r? giingiggp%iﬁgmﬁg & policy af Insurance oF similgr guaran-
tee from a pationally recopnied insurnnce company. s
3 i riicu
For the duration of my term, | will recuse muyselfl {rom any paruntar
mager directly and spocifically alfecting Faxni&w :: ;er;:: t:'gr:; any ;m};ﬁs
#er in which Faa® . is A PRIty ¥ party. T
ﬁiu?:ﬁ?agg %@t inetude matters of polivy, budgeting, or regulatmniax fang
the housing, finsncial services or morigage banking sectors peneraliy.

£ Are there any sther issues invoiving OMB from which you may have ip dis-
qualify yourself? if so, please explain. ‘ N
- A, {n sddition to the recusal Involving Fanste Mag Jescriberd sbove, [ wi
recuse mysell from the following matiess: . . o
. enr from the date on which 1 take office, | wili recuae mywe m
an}} gg;g:; ?n?which the Boeing Company 15 # parly of represenis & gartg;.r s
i1 T have sold all of my slock in Plizer, Ing, I will recuse myges Srot =0
pa%iig?gf zzmtier having a éirgc& and predictable effect on Phizer. in nﬁémm i wgi
vecuse myseif from any maiter iz which Plizer is 3 party ar mpmsr;:h iﬂ for
ane yeor from the date on which § sffect such sale or the dafe ot whi otfice,
whighever is later, . _ .
' 11, ROLE AND RESPONSIBILITIES OF O3B DIBECTOR
What do you consider your primary respansibilities and priorities to be as OMHA
Direcior? . ‘
A, My primary responaibilities and priovities az OMB Director lall inta
arsde: - S .
1. Advising the President on economic and ather matiers.
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2. Advising the Prosident in cremiing wpweific policies relating o reventie
expanditures, repuiations, and Iegisi:égm* - !}g‘ ’

3. Aagisting the President o manage the Executive Branch in the execu-
tion of inws, policies, and progran. i
Specifie activities will inehude:
Managing the preparation of the budget of the nited States;
Supervising the administration of the budget;
Secking 1o unprove government efficiency and effectiveness thivegh im-
proved munsgement of the guvernmant {Le., improving buth genersd
management and Feders! flozccial manngement systems),
» Overgosing the regalabory review, legialative cocrdingtion, and Execu-

tive Order cocrdination functions;

» Cootributing 1o the aplementation of improved government-wide pro-
" rurement policies and gractices; and
« Ovgreeeing Paperwork Heductipn Act sctivities.

2. What de you eovision your relationship snd the nature of your responsibilitics
to be as they relate o other OMB managars, inciuding:

(2} Depuly Hirector

(b} Deputy Director for Man ek .

{¢) Administrator, Office of Information and Reguiatory Affairs (GIRA}
{d}) Administrater, Offioe of Faderal Procurement Policy (OFPP) .
{e} Directar, Information Security Oversight Offies (1800]

(£} the Associnte Drirectors of OMB2 -

A OMB's most recetst, somprehensive management review—OMB 2000
- reafifrmed the existing srganizational strugtare, in whish twe Deputy Div
rectors pgmist the Director in agplying QMBS resources toward ths design
and jmplementatitn of the Administrstion’s policy ag;znﬁszk I will work
closely with the Depuly Director, who will assist me in the day.do-day man.
agernant of OMB. [ will also wark closely with the Depyt Divector fur Man-
apgoment (DM} and the statuiory offices (OIRA, P, and DFEM? to
guide and support their efforty piross govermment as well as te enbance
their effeciiveness by ensuring that their activities are integrated into the |
'?ﬁ’y‘%‘;m and other activities of the Resource Mansgement Offioes
81,

R

¢

The programy ssysciale directors direct the work of the RMOy, and thus
will work closely with me to Tgmvicia the President with the highest quatity
paliey analysis snd adwice. The other fhur gusociate directors.for eoonomic”
peliay, Iegislation, communications, snd administration—and the asaistant
divertor for budget review will advige me in their respeclive press.

Ugsder the authority of the 1996 Tressury, Postal, General Qovernment
Appropriations Act, information Becurity Owersipht Offics {1500} was
transfersed from OMB o the Nstional ver mud Records Adminisiens |
tion (NARAY in November 1385, The Director of IS0 reports directly to
the Admitsetrator of NARA, -

3. Do you have any plans to reorganise OMB gr to reorder ila priorities? If so,
what types of changes would you mahe? ' :

A, When Leon Panetta and Alice Rivlin assumed responsibility for GMB
at the bepinning of the Administration, they asked for & comprehonsive re-
view of OMB's organizational structure and work processes, with a view o
» wards cnabling the organization to serve the Director and the President as
effectively as porsible. The results of that review, known as GMB 2000,
;- were annauneed in Mareh 1994, The organisationul changes proposed as -
part of OME 2000 were implemented in April 1984, The changes ware ong . .
part of GMB 2000 larger set of reformy designed o integrate %)?253%8’3 bodg-

et and manugement responsibilitien, refurma that will take time S impla-
ment fully. . - -

Az reqpired by the Government Performance 2nd Rusylta Act, OMB will
develop a strazegle plap in the toming vesr. In a leiter to GAD) commenting
an ity report on the GMB 2000 resrganization, John Koskinen, OMB's Dep-

*n:%el)xmctor, for Mausgement, stated that the strategic planning procss,
“giiers an extellmt opportunity for OMB 1o svaluste ver institctions] ca.
pacity. . . . This planning effort will address the integrstion of manage

-
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£ apd bud sibilities . . . and different appronches to in 3
g‘::g a:d ouordu ig:;mng OMB's various noits.” The results nf‘th%ﬁg;
ning process should indicate 3f any further changes are nw&:zfi in
priorities or stractire. ) Jt

11, BECOMGMIDT AND BUDNGET POLICY |

- l )
. 1n tight of the reduced deficit of showt $130 billion projected lutad for fineal
ye;r }%%g,héaﬁyw thirtk it woulkl be reasonabls to strive Lo balance the gmigel and )
move toward surpluses before 20027 : - . .
A. The Administration remains committed lo bulugdng the budget tty
2302 using CRO's ewopomic assumptiong. However, 1 woit mote t.h?t ie
Administration's fiseal year IBS7 budget shows the bzzdniefs in s&rp us is
2001 uning the Adminisdration’s assumplions ahout the Hkely perlormance
of the American economy. . ) . ts,
i ‘s budget request for fiseal year 90T proposes tax culs now
mii fw?x:&g ?ﬁ‘ ggﬁiﬁ in 2 }?i?qtiw deficit in the year 2000 is not below the tar-
1 path toward balance in 2002, ¥ the delieit eds that target, however, it gm,;
Eg tecause the economy ix in recession in 2000, or is coming cut of & recession tha
Ieaves swollen deficits i its wake. : -

(a3 I that is 5, woullnt rescinding & tax cut (ie, ruising tages) at that Qme
deepen the recession sndior undermine a recovery? _

+ 1 B AE; + ld
b) What sre the chances thet adopting the President’s proposed “tr eou
mE: )seﬁ:ms rishy of pledging the seuniry to an jil-timed !isml:l‘ mntm&eaw |
time Juring the next six years, it is posaible that an gxterni
&ﬁﬁmﬁmhmﬁwgﬁfmy into # recession or a period of weak' growth.
The muteraatic stabifivers in the budge? would tend to ameliorate the ;é:;» ;
set of a slowdown iy the first instance. If forther siimuine was requ{i |
£ would be sdvisable to rely first on seonetary policy, rather Lhagl or;} t{m
licy. Fiscal policy should focus on 2 Jonger-term piaa to bring the !.};213 got
eficit inty balanpe. Only if mo “policy were unable to offset T
straining forces in the ecomemy would it be spprepriate to shilt wmparariy
to & more stimulative fiscal potivy.

i i be posed about Presideat (linton’s spending plen, which
mié&?;;mg;’iggezggé’a% radg?:st&ana before 2000 and then bigger culs Lo resch a-

batanssd hudget by 2002 What if the economy is wenk a% b moves into the next”

Lary? "t 3t be wiser to make iarger spending cubs new, when the scoonmy
gfﬁmpand‘iig fhr;:zzta put them off uaﬁmutm time whan retrenchment could be
even. move unplessant than it iy now?

‘ 1] in amewer to the previous guestion, st some Ume doring
th? aﬁi&iiﬁmrs, it ja ible that an external event may push the econ-
asmy e A recession or low and, if that ceourred, it wauld be adV1hs~
able to rely first on automatic stabilizers and monetary policy o ronedy the
situation. We should change fiscal pelicy enly after # appesrs that mong-
ey policy will not do the job.

4. Unemployment is now below 5.5 percent and probaﬁ{omnat go much lwer -

it crealing laber gearcitios ang wage-prive pressures. Long-torm interest rates
;;tiz uag;&rpi i?ga year as it becmape cear that the senomy’s frowth was re-acerl-
- prating ﬁm; that Clopgress and the President would not soun resch 4 ieng_.-uem}
bodget agrevanent, U::ier these ponditions, woulds't & sizenble forther n&méuo;xd:
the Federat deficit in fiscal year 10OV he just what the economy’s doctor would order
to prolong prosperity without inflation? : i .

A. Deficit reduction s the best prescription for the pconomy's Jongterm

- growth, Elf;mt in why the Presidest has asked the Con i come batk

i the bargeining table and use the substantial mutgal agraed upon sav.
inge froms the prior negotistions o balance the budget, .

However, T would 0t & rate coneersss about the short.term utability
of ﬁf& ﬁmmy. The m&mx:%?wt rate was 5.6 percent in Say. If the an-
employment rate stays arvund this level duriog the second haif of thia year,
a3 ihe Administration and most private forecasters predict, there will be lit-

* tle, if any, upward pressure on prices, The President's budget calls for re.
ductions in tg: defickt in each yeur, reathing a smﬂm in 2601 under OMEB
eoonomit and tecknics] Resumptions fand 2002 veder OBO nesumptions). B
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+  during these years inflation socelerstes or economic growth falters, wone-
tary policy should adinst to supply the necessary restraint or stimulus, Fies

i
val policy should pontinue to gf;w iho balenced budpel program set forth,
by the Administradion; .

0. Bven after the unexpeciedly hiph tax revenue méwmd by the Tressury for -
April, the Federnl deficit remaina about L7 percent of GUP in fiseal year 1996, thn

second suecessive year of relatively full smployment. Interest rates on Treasury
bands have risen steeply sinon Jaouury. Does this imtﬁiy clearly that the Federal
deficit ix now crowding sut some private iovestraent that cthersise wonld help o
iimdorauize and expand the private eoonessy and prolong this period of grosperity?

A, The primery causes of the inerense in interest rates this yesy are the
aecelerstion i noopormic growth and the associated strong job creabion, and
market views about the Federal burdpet deficit. However, there has been
entmgh progress on defieit reduction that long-term intarest rates now are
loswer than they were when the President took office, even though the un.
amaimﬁf{nt rate is two percenfage pointa jower snd economic growth is fer
TRoTe S0, . 4 -

. Many economists believe the aconsmy is now operating at close to its full
patentisl, This has led to some fears in the financial markeis that the eoon.
uty might sverheat. | wounld ¢ these fears to be atlevistéd—and fnter
est rates slowly o deeline—as the economy sostinues to perferm at o mod.
drate pace with no acceleration of inflation in the second half of this year. |

Private business fixed investrnent continues to at = faster pace than °
tha rent of the economy.d,3 percent lust yeny 11 persent {#f an annual
rate} in the first quarter of this year. Meanwhile, thy government sector (as
mensured in national sooums) shrosk by L3 percent fast year and in-
wreased at toly & 1.5 percent rate in the first qusrier of 1996, Four sutes.
aive years of lower nwdget defisits have led to & booms in investmend thnk
shows ne signs of slowing,

6. Thers is renawed interest recently in genem! reform of the Federal tax systom,
Do you betisve that the present system should be overhauled? If so, what form do
you think change should take? How do you foe! about further brosdening the base
of the invome tax? Whai sre your views about moving to a syetem that would not
iax income that people save?

A. The Presidest has sald that we must pursue apportunities bo make the
tax systers simpler and more tonducive to activities that encourage eoo-
pomic growih. Allernative systems that tax consumption rather thas in-
come have some interesting and alirartive propertiss, but they aso tend o
be more complax than the turrent system, bear mare heavily on peoply of
madest meuns, or both, They also tend te raise significans transition issues.
The President bas andorsed an imperisnt step in the direction of éncourag-
ing saving, without the costs of conversion to n full-seale consemption base,
in hig proposed liberalization of the Individual Retirement Accouat,

7. Present budgst gmposals by beih the Administrstion and Congress would
frouze “diseretionsry” Faderal s%endix: in nominal dolfars below its fiscal year 1985
level through 2000 or beyend. Even siow inflation meanwhile will eat away nt ite
purchaging power, Heductions in the defense budget, which' made this contaipment .
caginr for geveral yenrs, may be gver. How do vou sseess the impact of such & long.
term spendding froeze on the fungtions of the Fadaral Government? Do you see alter-
natives tosuch o freexe thot might be considered? - - .

A. Ta remain within the diseretionary spending limits, agencies will need

o improve productivity and beeorse more efficient, Bvan 50, we will need
{0 examine uim!g' many emsting goveroment fuctiong.and potentinlly re-
strueture some of them—in arder to provide adeguate Riading of the fune
tiony that we decide government should continue to perform, Fxamples of
the kind of chanpes that are needed have airesdy surfaced throegh the
Vice Pregident’s National Performanve Heview, but T will be jooking for
more new ideas to help us remain within spending limits 204 stay on &
path o balanes, ~ % 7 T: ’ . ’

3. Do you think that Pederal investment spending on R&D, inlrestructere, edu--

<ation and traiving—nearly all of which is in the “disgrationary™ part of the imdfe-

- f%can be adequsiely funded under 8 freeze on total discretionary spending, whi
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' . iminal laws, immigeatien N -
also providing more Federal resources for enforcement of criminal e & tatnsble, and do not pose a risk of diminishing coversge for beneficiarivs,
lnwes, and porsibly for defense’ - ity o asing invest- I agree with this pegessment, . ~.

A The Administrotion has given a very high prianty inere : While some of the Meditare savings proposals in the President’s plan ere
menls in the F\:blic and private mector that will contribute to economic reductiens In provider payment rataie: the President’s pla also pm};mw to
growth, These inctude: _  ate invest- ) reform the payment methodalogy for hoapital outpatient departmenta, home

~returning the budget to belance lo fres up capitel for private fvest - ayment methaalogy o thess seivices, the Adminsettation foes by ke

menty N . . - . advantage of the greater efficiencien that have been achiaved, for exnmpls,
increnss iﬂmﬁd;mtinnj and trainizg to g«ﬁ;emi}fneﬂwn’ the skills they . o inpatient. hospial secvices, o cddition. the Admicistration &5 eXpert

« need to gel tugh-wage 300 R SCOnvmy;

menting with new market.based sppreaches to pricing of Medicare services,
in order to test whether competitive bidding is (easible,

i i lied research,
- :ﬂ)ﬁs 14 to fund a halapced mix of basic research, &pp
: : Currently, just vver 80 percant of )l Medicare-nliowed charges for physi-

technolopy development—much of it through eacperaFive projects

s : « and ’ clars pervices are hilled hysicians socepting Medicure's paymeat xate an
with private :quff fopeizn trade by aggressively sceking o vpen mar- i “payment in full™--an al »tﬁne high. Alga, 96 percent of doctors responding
-—.prcmés o mﬁdﬁgmg?;ng:nuiés - - o a JOUS Ph ;émpn f’aymuint Review ()mmmxwmnh(]?l’m:h lauw&y were age
a1 - . e nesw iare r pRrennt-
,},:.m 12 b:?dcm while mcreasing support for enforcement of laws gnd ,.g‘; of doctors sove unﬁamﬁwg&ﬁ?ﬁmﬁf&?mw gmgﬂ;g 2i£:g? ;’i_‘;-: .
mtgfgf;g adegunte defense, But it will require that t}:fr &um :rn'gr ;I,zf fﬁ;t;e&f). 'I:(;gn’g’];f M:ﬂ z:;:ﬁ; ge;mn{!. Annual Rup;zi w ggs :;ss ré&??{}n&d
i 3 cnzstrain spending on r ' neficieries surveyed io - .
gxémmmm&% work mg‘“‘ﬂ‘g te " & ’ - bie ng niladscaé care dmiug,igagi&li‘;inaliy, Lt?: vast m:;l?ority of hoa.
. ’ e 3t w2 now has yielded only tem- .Rf 1o thian 6,000-als0 sooopt care patients. _

. - %ngfﬁnﬁggy é;wazﬂw wﬁs&'}!:c;pr;ngfmﬁwége% defirits, largely becauss con- In the Medimaid program, the President's plan iy designed o Yt the
TSIy o tn medical entitlement costs have not been addressed. Please out- rate of cost growth on & per person bagis, so thet heneficlaries will rontinue
gﬁmﬁg 1%38&;;22&% ‘b i reforms you would recommend to sddress this issue. . ta be guaranieed scoess to & weaningfol benefits packajpe ap costs are mod-

se your . . ' erated, | : .
el ifie policies to reduce medi- ' - .
A. The President’s 1037 budpet proposes specific polici a 13 The budget outlook is heavily and increasingly dependent on projections of in-
T saf entitiement oosts and o reforin Medicars and ﬁﬂhm‘ e _— BE tevest rates. The soouomic Nmﬁ&kwi ergmgntgw President's budget projections
The Presidents Medicare plan sirengthens snd xmp?‘;!z&l; o hﬁ%m* the ) must be described -uw optimistic. Rates on 3-month Trensury bills ars projected to
duces sgpending by & net $124 Billion over seven Yasts, am. Specifit decline stendily from o averspge of 4.9 peresnt Lhis yeer 10 40 nt by 2000 snd
solvency of the trust fund to assure the vigbility of the f""*ﬁ*’ o . 1o oy thers, Bates on 10-veaY notes are projected %o desline from 6.8 percent this
zx;y ive senjors move choipes among private heaith pians, rgke Medis edr 4o B percent by 19598 aud to remsin there, So the Administration’s projection
zefmnmz ;‘;Y —cient and responsive o beneficiary needs, sitack fraud aod :  lfor 1996 is 5 Tull percentage point beiow current market rates on 1G-vear notes. It
| Lare eut the growth rate of provider payments, and maintain the Part B it 8.7 percestage point be OBO's forecast for 1898 anl 1.4 percentage peints
abuse, £ 25 nt of Qrogrars COSLS. below UBO profection for 1898 enwand. Do you think the Administration’s budget
presuum 8% peree ¢ th of provider payments, the Adminigtration’s foreeast should sllow for higher interest paynients? ’
11‘1 ?hé&mag gﬁ; r;g:fmxz ethodetogy for home heslth, shilled nursing. ) A. The economic forecasts described in the question are based on different
Do Koo mophuan dspurimeni 10 0 Brospocie seyent syem, & oo, S, e Amnisraiion: e seps bt he P
§ £ m & are ndopted. gressional Bu
methode _m;ﬁgﬁ: g?:zntg mg}ézm%%e Adwminietration is alsy ex. Office prepares o haseline fupeast thet assumes unchanpged budget pelicies,
in }«iedmw’ m?fh :?ew mﬁrkﬁiﬁfieﬁw yens rarthodologies that will and also prepores an slierneie freeast that sssomes s balanced budget
PO oF campetitive bitsimg for Medicare services. Tiehin mven goare Both G220 e Adsiniauation agres that intercet
. . : yatbs wil D8 jowkr wilh 8 o et, and conversely that rales wi
The Pm?;tiz};:g? plan would 1;!5;;::;& %;f";ﬁi? f:f‘w h‘%ﬁgﬁﬁ:ﬁ’fg be mﬁ’g’;ﬁggﬁt % 'Z;?;e;e is ﬁi;ie ?} e iz;égzair interest rate fore-
tares by $54 hillion over seven . ; thres ° ’ casts 5 ¢ fises] policy assumption. T
1o administor the prograss; a per SRp~ . ) ? )
precedentest, new fexibility for States ocargeted Qisproporticnais The question compares the £BO foracast under current policies s the Ad-
;sf? 2 fmp‘i??gs ﬁ?@?ﬁia@m redueedl and : L : X - minisiration’s forecast under n balanced budgei. For irxstzzowe, it says that
o }S:H been taken-over several years to eortwil Medicore und Medieaid - . gﬁéf@iﬁﬁa@zg’mgff {ggg"g”;;‘ée nmzﬁ basis Dovie gbtgg
10, Sleps Rt;e 4 ; ‘have iavoived lhnitiog paymeots for servioes o ductorn and - CBO assumes no change in policy. With & path toward s balenced budget,
rpending. hostly ?ﬁeéoma doctora limit the federally insared pativots ihey sarve, CBO ssswmes 2 5.3 pereent 10-vear rate in 1998 (June O'Neill testimony
e e ostnin limit Medicaid patients. Presideat Clintons cortent buife i : of Apeil 15th), Thus, the differencs is oaly 30 bass points, -
e nl 3 g with thds approach, " ; - : : " :
posals rely heavily on preceeding with . further zaing in effi- 12. The retiroment of the baby-boom ration promisas to be ihe higgest fscal
to make further sizable culs 33\ meté;ic:giit?ém me;s?;;ﬁ: &h;ﬁ:@%g mgﬁf making pa- challenge this Nation has {acedy since World War ?i, byt it will last much longer
chency and further fee cuts withouk 4 . . then the four or five years of that war. I medical science continues %o increase in -
tients pay mare out of thair pockats? . stfectiveness and cost, as i has in recent decades, the challenge may be even great
A, Toe Administation befieves that, the Te, o EL0, ke programs i o v the Prtsident 1n prene 1o o el e o Easognee
edioni 5 oan and shou ; ; A : : *
Eﬁguﬁegﬁé%&mf ﬁ the context of broader health reforrs 1o engure thet see that the Nation can cope w enﬁ:&t begiy W soar between

. enfitiemant clpims
quality snd secess are maintained, As pact of his plan to bgla&c;e z:&h;! m o _ 2010 and 20157, . _ . _ -
eral hudget, the P‘?jﬁdwﬁzgﬁ!ffgﬁm;@f:ggggf;g 1&1&@3’ b : $54 5 A 1‘111: %emagra?biﬁﬁn‘ismms of baby-booty retirement present a host of
E{H?J:.mm’; ?gfﬁinlistg:tion bedieves that reductions ef this rlf;maniti:ﬁ;ei“ gfm:am (?Mm gmérigné?;rﬁeps%ﬁﬁhﬁgsgx %ﬁf’e@'ﬁ g%rg
combigation with the iurance t’;’f’:f%ﬁzi‘ff:rﬁ:a:;? e and Bh. a halanced budget agrvement. a deficit okt reemerge aroand 2020 and wil
people who lose their jobs maintai 1 rise thereafter—though even by mid-century, it will remain far tower (o8 o
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mmazafe of GDF} than i wan In the 1980, Other ngencies—including

CBO and GAD—agree that dolicits witl rise with the retirement of the beby
boom. However, because n balanced budget o the sesr term will put us on
# much mors sound path for the retirement of the haby boom, we shoald
pursue the first sleps towrsl 8 responsible fsesl policy now, as the Pres-
dent hss proposed. Then we st have time fo make additional moders

’ a}ri.fuémé changes in entitlement programs that will avold the reemergence
of the deficit,

13, Eronomists, including Federal Reserve Beard Chairman, Alun Creensean,
have stated o belief thay the consumner price index, which is used to adjust Sociai
Becurity payments for inflation, everstates the rate of inflation, besause it fadls o

ize mast quality improvements snd innovations in the products, 88 well as ef-
Gieienicies in how Lhoy are wokl, Some economists havs proposed that we frimm infla-
tion ndjustments to gocinl Security benefits by as much wy one percemtags phint ao-
naally, which wonld save inereasingly larpe smounta over time, We slsa oould cal-
sulate s price index specifically designed to reflect purchasing pattersa of elderly
bBouseholis, What is your view of this line of &ﬁakix&g&w

A. By design, the Commumer Price Ingex (CPL) i2 & measure of the change
i the cost of porchasiog o fixed market hasket of goods and services. The
fart that the CFI is based on & fixed markot basket means that the {PI
will tend b viss more rapidly than would a trus comt-efdiving mensare. The
Bureau of Labor Statistics {BLE} snd other researdh puts the mapsitude of
thie effect nt about 0.1 (o 8.2 persentage peints per year, The BLE now pro-
duces, on 8 vegular basis but with a lag reflecting the nature of the infor-
mation needed for thelr calculation, experimental messures that take ind

seeount the substitutions that consumers make in their purchases as el .

" ative prives change. (iven additisnal rescurces, the BLE enuld produce &
messnre or measures of this sort Biat have provision somparadle to that of
the sngoing UPI.

In additien, BLE researchers dentified a subtle technical prolilem, which
fater became known ss “formalg bins,” that added about 0.2 percentgge
point per year to the growth in the CPL Onee the BLY Nirst uncoversd this
yroblem late in DR, however, it moved guickly to correct i3 It changed
the procedures used o daleulate the UPI in two steps, the fist effective
with the data fir Janunry 1995 and the seoond effective for Jupe and July
of 1996, that have fully enrrected the *fopmula bias” problem.

The wild card with respect 2 ervors in the OPY is how well chibnges in
the qu&i'};}g of 8 and services are rellected in the construction of the
index. BLE maken a considersiile elfort to socount for changey in the qualk-
ity of the itema it prices, but this i very difficult fo do. Although many be
tigve that the OFL is binsed ug)wurd beeause quality lmprovements sre not
folly aooounted for, it is possible that, at east in cartain cases, quality ad.
Justroent problems jesd to a downward bias o the CPL Although various
researchers have oome up with estimates of the oversll higs in the CPL, sli
have stressed the unceriainty surrsunding those estimates,

The seoond part of the guestien has o do with the possibility of con-
structing 4 {}Pf for the slderly The BLS in fact has been producing an ex-
perimental OP1 for Americans 62 yenrs of age snd older gince 1887, This
index is constructed by reweighing the CPI data to reflect the spending pat-
terny of the elderly avruss dilferent brond rategories of expenditure,

the period from Decsinber, 1957 throuw ﬁmmger 1883, this experimental
index grew slightly faster then eithey CFI-U, the CP1 for all urban son-
sumers, or the CPI-W, ithe CPI for urban wage sod glerieal workers, which
is the index used ta adjust Soeial security payments. This is only experi-
mental, however. Also, constructing additional CPs conld be expensive,

14. Sp long sy U8, sconomic ascounia show 2 gap between low domeslic saving
and domestic lnvestment, the United States needs nnt capital inflows from abroad,
(This means, incidentally, that we alse “need” the current sorount defiet! that sute-
matically comes with net cdpital inllows.} Can we assume that capital from shrond
will coniinue to flow in st adequate rates? What would be the consequennes if et
eapital inflows began to full short of the amounts needed io bridge our savingin.
vestment gup? Do you think it is important to redune this dependency? What courss
of action woudd you recommend te go go? .

. o an annusl cag on mandatory spending prowth?

. 27 ‘
A. For aboul 15 yenrs, the United 8 § I
( 2 . lates has refiod on i
. ?égn gaf:zzgi @ linance the excess of domestic investment w?:x; gmﬁfsfzﬁ:
&t the magnitude of the inflow has subsided in the 19905, In 18987

the ULS. eurrent arenunt deficit e
Last yenr, it was $145 bilion, a1 2.0 pees oo gy 8 percent of GDP.

The paesistence of aur net borrows ,
; { reflocts a host of
o et hseoid s T S, b 1 S b
: 3 pluy. § yeury,
e S T g el i o
deficit, becawse 1.6 tensumers ?mre bl; ot antpputed o our trade

.53, S the most able to buy. Fore
veslurs lave shown ne unwilkingness o s i o e
Bietes, particularly jn light of :a:frl'1 su&smm;éﬂﬁgﬁ %um e

which iy
htidey nagg:;g f{ze pwesl, an o percentage &f(j:I}P, of all the major industr-

charber:x? Could this be & significant mm of, Cedarns rone. benolits of thoir Federnl -

revepue?

A, As stated carlier, T will mecuss m with res re-
. 2 Lier, seif pcc ini
gardiog the impesition of user foes ngm ?an%ie. ae.tm?gﬁ??lg re-

spengive to the itton
ol fomw 3 qvuestion, and ouly addressing GSEe genarafly,

I creating the GSEs, Con mad I " .
i, ecain bty 6 enafl Tt o periins puste s
e

twe. In my view, it is prefarably

tion of user foes is not miseonstrued ss the equivalant of an i

DTN OF Ponrs - PO
Federal G%mma&' thereby rreating a large contingent liability far the

I¥. BUDOET PROCESS

In the past deeade wiza

E : ‘: : §§§aﬂ ¢ hignificant changes have been made in the Federal budge
Budget & ergency Defisit Conirol Act of 1985 hli
it Largets enforeed by a ceatration proessy i ey §
m%}; o1 Lires ooumsions, ?ﬁ.&s?. !wé,ind i::,ylgélg ?‘f:e ii’?% ey LEnit
A% the Budget Enforcemnnt Act of 1930 (BBA) pa

deliéit reduction :fxmment that jeitisened the enforcemsant of anpugl defieil ta

in fovor of the safercement {alse by J :
. b 0 { Sequestration) of diseretionary spen it
:m up% ew:;xgﬁ (PAYGD) requirement 10 ensure that ﬁ\zn:?gmit regffagx e
? mudiyesr agreement would be p mendg‘egg

extended the discreti Lol WO - The $693
198 without significant oo bareril 15, DIt sad the PAYGO requirement through.

cant sabstantive revision, ,

I In tarme Of specific budpet pricedures :
coudd you comment an Lhe eﬂ”egciivcnm of mﬁ?wmmnamm n oidget defici,

irdt Control Aet of 3985 {Grammﬁmimmaﬁallingsﬁnm the u#ﬁzgtd Fﬁ?a%mmt%%‘

of 1990, Given your witws, what 1
be adopted to keep us on a path wmﬁ balanend bodget?

A. 1 believe the BEA, particularly the PAY 3, has beess refari
sucessslul. 1 also believe thab chan)ées te amélg??pmhgm m;?? ?:erv]{

28 a subakitute f
portant policy issca.:‘mt?a ei}f‘m of t_he President and Congress to resdlve im-

" 2 The PAYCO process under the Budgat 'me: Act has riticized
* a . = - Enf riti
am&%‘{: ;:wwit;,tm!zmg gpending hecanss it do:s n;? ?{f@i i maﬁ:!m;omam ing
ul . What are g}aYGU pn:»g by imdmg
pose -

your views on strengthening the

AA mandatory enp is undesicable for revern! reasons, -

¥ 23 part of my sngoing effors to reduen the dafieit The Baiumiﬁ -.

sontrol mechanisemy do you belisve should
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i t cut ding or address the hard choices that
. * Qmwgezgslst:gr;oumthr:inc;a;%e:torygspendingi_ It'.;h wa;:nlad_;lmd%lecl;a\;%
fusts Co gses. This was one o e j f
glﬁmgtﬁu%;;en-ﬂn?ﬁr _ The best way to reduce the growthtolt” n_ml:.
dntory spending is for the Congress an the President to enact legis
tion that makea specific reforms in these programs.

i ibte
tory cap would not necessarily focus 0D programs responsi
grmtﬁgdr?apg gmi:wth in mandatory spending. A seguwter‘woul 1r.wle‘dm:ua
spending In many programs that are pot expertencing rapid growih.

Many mandatory programs are desisned to be “automatic stabilizers”—

A b to

is they increase more rapidly during economic downturns s¢ A3
:;}fllg.-.ttls the eji(Tect.s of slow economic wth. A m:;u:ld:at.c-ryt'l_lcmlzin :;Eli:] eéida-
faat this useful feature, with disproportionate effects on the g ¥
Americans. :

i i ) 996 budget reso-
ing targets established in Title I of the fiscal year 1 :
Iut:.iib:hr?e;pfnrisil:l?ed o firewall between defense and domestic agcegg;nsanowy:;
think that this distinetion 18 important? Do you believe _lt is an e ¥
ptrain spending? . . .
; i i he budget res-
. rewall between defense and demestic spending in t adget re
olﬁiglh :hiti)uld not lead to a retglm to s?pa:a%l gliacr;hgsag t: d?;g?egti L:::;rt.;
for defense and domestic spending In_law. cretiona
i the Budget Enforcement Act rocedures, are
gegglm%;l!:rt;%?igebﬁud t enﬁ should be continved. Irlowemer’,1 w;g‘mllp the
total discretionary spending caps, we ghould retain as much {lexibility as
possible to allocate limtted resources in the annual budget process.

incipal i ind recent budget
i tion clearly has been the principal impetus behin

rg;:eI:: ﬁfﬁ;ﬁgﬂ:c But complaints about the budget process also fl:_lxtepéi to of;n 2;
greas. Many complain that the process is corﬁplex andi:oigf:]s;ggc,l ;a:.t tlia twmnf::h e
too much time and is needlessly repetitive. lov::;e:& it 18 e

i i ges mate to 8
the complexity, confusion and :J)eutmn is relal : made b B
iooihline lareely to reduce the deficit, In your view, w! -
b'ﬁgﬁgffg %ﬁgg)::n;moergz Zhange? Can the different goals o';' various reforms be rec

gnciled with the commitment to reaching a balanced budget?

i budget is in-
g to the budget process should reinforee what the
teﬁd.e%h&nf:hieve in the Eersi!) place—to help the President and the angrfﬁs
decide; (1) What portion of the national economy is allocated to s?ppfirt_t_ e
activities of the Federal Government; and {2) What those Federaldaclsvx ies
should be and how much should be spent on them. Changes shouid a ?t:n;.
sure that resource allocation is linked to program results. It 1sd1n:1po nt
to emphasize these overall goals because much of the complex an tlme-t!:pn
sumirfg nature of the budget process 1s linked to disagreements over policy,
not the process itself. : .

Although rules cannot make olicy, they can give impetus to policy goals.
Three process reforms warrant high ghting:

i x -go limi da-
i ionary spending caps and pay-as-you go limits ou man
wg) g'hogrgmtrl:i rgmg& shr::%xld ﬁ continued. Returning the budget to
baiance will require several years. The discretionary spending c:gps ant
pay-as-you-go limits will help ensure that future legislative acuanA ot:zsdnot
compromise actions taken now to return the budget to bglangg. t'u ge
agreement should include legislation extending the existing discretionary
caps and pay-8s-you-go limits. ) - “_i oot on the
iannial budgeting would reduce the amount of time now on

hég;e?l;meass to %he etriment of other needs. The Nquonal_Perf_bmll)al;ce
Review recommended that the Federal Government institute b:er;énal ] tfr-
eting, and the Administration has suppo legislation that would move .
ward a biennial budget process. .-

re should be a focus on implementation and improving program
pe(raﬁ)zrg\h:nce? Enactment of the Government Performance and E‘E;““: a?;:::
18 one of several changes that herald a new Pudgetary climate, w:i ! rE;urin
emphasis on identifying what the taxpayers' money ié buying an | ensur
that programs are effective and well administered. OMB i3 wt{:rdm% A
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 lanninﬁ tool. It provides
a reasonable estimate of what receipts and outlays will be unless pro-
grammatic changes are eacted. We need to know this before we can decide

wht:.:iher to restrain spending or to intrease revenues, and if so, by how
much,

- Spending for mandatory Emg‘rams i3 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 spending for these
programs is to enact legislation that reduces the Governments commit- .
ments by changing bepefit levels and/or eligibility criteria. Any other base- .
line would misstate the likely level of spending under current law and ~
therefore would be an inaccurate atarting 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-
each year before new funds can be spent. The BEA requires that the
aseline 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 characteri as a reduction. There
are at least two problems with this view. Fim it ignorea the fact that cuts
from the discretionary baseline really are uctions in the services pro-
vided by Governmeni, Even at todays relatively low 3 percent inflation
rates, a nominal freeze in discretionary spending amounts to about 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 particularty under President Clinton.

6. OMB and CBO frequently differ in their spending and revenue projections. Do

you feel that such LEru__im:tim‘u! are too easily subject to political manipulations? How
would you deal with differing projections? .

A. President Clinton pledged to use realistic economic projections, and
under OMB Directors Leon Panetta and Alics Rivlin, the differences be-
tween OMB and CBO have narrowed considerably as a result. So, untike
in previous administrations, OMB's economic assumptiona are welf 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
e:renence. the best way to narrow technical estimal.in§ differences is to de-
velop a collaborative process for reviewing estimates. If Congress wanted to
consider such a procedure 83 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 balanced
budget by fiscal &::r 2002 have been left unspecified and must be decided in the

next few years. at mechanisms, if any, would you recommend to ensure that
such actions are taken? . ’

A. The President’s fiscal 1997 budget calls for significant savings in dis.
cretion programs over the next six years. The budget alse 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 cxa:;s to lirnit discretionary spending.
The caps have forced the President and Congress to make trade offs among
hundreds of pregrams within an annual overall limit. The President’s 1993

. BConomic ’Fﬁogram extended, through fiscal 1998, the caps that were then
in place. The 1997 budget calls for making large savings in discretionary .
programs by extending the caps through 2052. - T

The 1997 budget. containa 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 the Appendix that OMB publishes each
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year. For the subsequent years, OMB provided funding proposals at the lev-
els of function, subfunction, and for program—as OMB always does.

Imbedded in these numbers, the 1997 budget maintains and expands the
President's commitment to education and training and to the environment,
propesing substantial new resources for those priorities through 2002. Ta
fund those prierities and also reduce the deficit, the budget lays out a path
for large savings in discretionary programs across much of the rest of gov-
ernment. .

Budgets provide multi-year gpending plans, but the appropriations proc-
ess is an annual process. Presidents revisit their specific funding proposals
in their yearly budgets, and Conpress 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 capa on total discretionary spending and
to his investments in education and training and in the environment.

As you know, the President pledsed to reach balance under OMB and
CRO assumptions. The budget includes a “trigger” to fulfill that pledge. As
I understand it, the “trigger- works like this:

» The President’s 1997 budget capa discretionary spending at levels that,
when combined with proposed changes to mandatory spending an
taxes, would reach balance in 2002 using CBO's relatively conservative
econpmic assumpiions. .

But the budget also calls 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 CBO's eco-
nemic projections are accurate, the President is committed to making the
additional cuts in discretionary programs to reach balanes. On the other
hand, OMB generally has proved more gecurate in forecasting the economy
than CBO during this Adminisiration and therefore, additional cuts may
prove UNNecessary.

8. Do you think the budget resolution should be presented to the President for

_ his signature? Do yon think that this early involvement between Congress and the

President on the broad outlines ef budget palicy would facilitate agreement on the
details later on? .

A | believe that early involvement between Congress gnd the President
on the broad outlines of budget prierity might facilitate agreement on the
details later. One means of achieving that might well be to make the budg-
et resolution a joint resclution presented to the President for his signature.
Other methods might also be found to achieve the goal and give appropriate
weight to the views of the President and Congress in the budget process.

. §, The Line Item Veto Act was signed on April 10, 1996 (P.L. 104--130), providing
the President with enhanced rescission authori:fr to cancel not only items of discre-

so 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

tionary spending in appropriations laws, but

Line Item Veto Act? Could you suggest some gpecific situations as examp. es?
A. The Line Item Veto Act does not become effective until calendar year

1997. Tt conveys broad authority that would be applicable to any item of

discretionary spending in an appropriations bill or repart, 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 1 would expect to recommend
its use in those cases where it can effectively achieve those goals. This type
of autherity is completely new and has not even taken effect. We will need

some experience with it to understand how it may best be used. Therefore,
I do not at this time have specific situations to suggest a8 examples.

10. The Federal budget Emcess is often eriticized for its complexity and redun-

dancy. Should actions be taken to streamline the process?
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A. Much of the criticism stems f '
rom the outcome—or lack of ou
. E;onmo tthel elimotgsg' rather than the process itself, For exampleorthet;or;n;;;
? o t;e ¥ I lame for the repeated Government shutdowns and threats
%h u m;rns ast fall or the 13 continuing resolutions for fiscal year 1996
ey resulted from disagreements over substantive issues. )

On the other hand, the current i i
. d, process is not designed for e -
3:;31 émd 1;o};a_m romise between the Executive and f:gislativ:s gr(;ﬂ:i?;ml

certainly be open to discussing new ideas with Members of Congm.ss.

11. What would you recommend to eliminate or at least minimize the disruption

in Federal Government i i i
loughs, caused by f?ndingp;;;;l?om' including agency shutdowns and employee fur-

A, The Federal Government was i i

i ! required by law to pa

;:’tll::f %‘;’;ﬁé:}&oﬁtﬂ;};’m of f'mff_al year 1996ybecausepn;'ttlﬁtl:lg :hc%:n?:?:t:

: ! or a continuing resolution was enacted in a ti

way. With certain exceptions, the Anti-Defici hite. ey
from incurring obligations unless Co llmEncyi:ta.*ss‘ﬂwt o e prgeyes
has signed eilﬁer an appropriati iy ket Wt P e reident
priaticn known as a mn?.inﬂing rf.el;.oli::}‘.ioonr. the agebcy or & temporary appre-

A shutdown of the Federal Government is cbvi

; . Go obviously a ve i

¥}I1teh :]ubstantlml costs and significant dislocations foJr" the s:;_lg:rs; 21:::1.‘?

The earest lesson to be drawn from the two partial government shut-
‘ ns is that it should not be allowed to happen again. Disputes over budg-

ef priorities should not be resolved in a crisis atmesphere where recipi %s

of government services and Federal workers are needlessly harmed pien

12" One criticism of current bud ia |
[ get procedures is that someti i
gi ﬁnepauﬁiteif;ﬁé?tgug 32313 ‘ms of :Epnomic activity :nlanrl::st g‘;%si;:::? el?u::
mple, ; i apend! FAIn i I
activities—such as housing or business inve?gmgr:tg—ama :gefxt;:sgldtg;é; aggilpfngf

tion with each other. N .
nated budget decisiorn go akyx?;é ?favor any reforms which would promote more coordi-

A. I upderstand that OMB is ta.ki‘ i
xd aking steps to increase inati
tt_g;;e (‘}ioe;:m?ﬁzé For example, as directed by the Senate Go?:rr:;:nut:? :fr'-‘
faims & OnlbiB rep'lgrt on the Government Performance and Results Act
(GPRA), OMI rand reasury are developing a framework for performance
B ematand, e e e of pramevork should cnable us tobet,
| . o expenditures and i

compariss ik ovly progrme sad et mans f salang deure

nditure, entitiement and discretijam D e

, €D tionary programs, us i

Fameroria, I area oo, o b Yoipes devioomet Dol o

e . ition, as n active i : in
views of Fro rams of Trade Promotion Coordmatit::;eégniﬁfft-:: t?n Crg-
agencies. | believe OMB should increase this of crosa-cuttinﬁ coordina)

tion and 1 :
its re.sult:ou d hope that the COng:ess;I ona_l. udget process use of

13. Legislation to contro! unfunded Federal mandates \;vas e'nacted early ‘in-the

104th Congress (P,L. 1044
initial impact of this law on 't.l?g ?;;gt yrﬁsgz' 1999). Howwould you assess the

A. The unfunded mandates statute y e
amends the Congressi
:ano,:nqmg?t Control Act by requiring the Congressfgt):a.; ll%?.t:llggtu %géig?g :
Reibor 5o o dhremily reosca o e b psEslation 1o the Congress,
the erali budget or not. Th
:;:%iaéet: t}ea:n%t%gg ts mt;rmge thtﬁ sig:;iﬁcangt wstsuof Fed:rt?ln;.%lgo‘ﬁ
made, an objective the ident str%;gl; gt:;:‘;:)t:ts r“be fore dEd'Sions are

The Federa! budget process, on th ;
1 2 e other hand, focuses mai
fase md Spencing. 5 cppde o e e Pl oitn o St
decision-making has direct cost implications for nandeg mandates ot
Federal ooty o States]p'imhons for unfunded mandates (e.p.
ite ‘ .'In those cases, the E i '
:;gieto Seggg-:::?rﬁcglmsz pays ::Luse 3ttention toet.h: ?f%:lc‘g oBfrs?E]i.l-
mments and the pri

groups are generally oonsuF;vd before final decisi 'uggvaart: m.r'H%g?::f
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the unfunded mandeies law itealf does not dimctly Bnpose sy new budget
procmss mequirements on the Evecutive Bronch, .

i4, What are the advantages or :iimd\rmlaﬁea of presenting & neporste capital
budget for the Federal Governmet? Would such n budget facilitate decisiona to pro-
mote gapital investment? g . .

&, The Administration has given o very high prietity to increasing invest.
ments in the poldic and private sector that will contribuie to Jungderm econ.
numbe growih, Those fnctade:

» reducing the deficit to free up eapital for private investment; .

+ intrenses in educatisn and trainipg to give Americans the shills they

need i get hipa»wage jobs in the new oconomy; .
» proposals to fund a bafonced iz of basic research, npplied research,
anid technology development-—mueh of it throngh couperative prjects
. with private mdustry; sod ,

» posals to impiyee freign trads by aggressively seeking to open mer-

te i Japan and ether countries.

A change in budpet structute that digtinguishen betwaen capital invest-
ment and eperating fuods could clossify 28 eapita! axpenditures projects
that are net troly capital in neture or that heve fitfle or no econoone re-
torn. 1 am copeerned that the adoption of p “eapital” bHudget with a defini-
tien of “capital” thal was very broed would memiiy beepme an alleynstive
listing of sertain budget prioriiies not subject 1o adequate review 2nd com-
purison with sther priorifies.

The President has taken specific action (o identify and fund only the most

roductiva gropomls. %peciﬁa:allyf the President issued Buecutive Jrder No.
lf%% in Fobruary 1864, “Principles for Federsl Inframtruciure Imvest' |
monts,” which grwiées guidelines fr making investments in infrastructure
that havy the :Ehest rate of return to the Nation'y economy ag & whole
in addition, for the thind year in n row, OMB m o pay special stiention
to fixed agset acquisition In thiy vears budge: ulatie process. The gosl
in to work with agencies of the Executive Sranch ¢ improve planning and
budpating for fixed ssgets, and L0 ensure thal important sequisitions are
treated equitably sod seceive sufficient stiention in today’s wonstrained
budget environiment, - -

: Lagt yeur OMB fssued Bolietin 85-03, “Plancing end Sudgeting for the

© Apguisition of Fieed Asssts,” whicht Jaid ost puldance for planige and anse
Iyring Bxed nssel soynisitions and reguired the submisgion of duin that en-
able¢d OME to focus ynore roncerted attention on Bxed assel aoguisitions
than in the past. The required planning and analyuis s, in fact, the same’
method that private husiness cally “cepital bodgeting”™ The resully of all
thig have beeys more analysis, hetler selection, sod more investments, -

in addition, u peparate chapter in the budget includes considerabls infor-
Jmation and analysis on vastment uging & delinition of invesiment ns 2
whaler physical capital, vesearch and development, and education amd train-
ing (human capital. This permits analysis of tha total investment scrues
government programs and oomperison of nvestments in human capital
with other Federal investmends, .

15, The House recently W H.R. §42 to remove the transporiation trast fund
from the unified budget. What do you believe is the proper budgetary treatment of
trust funds? Should 2t trust funds be sobiject v the same hodgelary treatment?
What s your vigws on mulntaining the uniffed hudget generally? .

A, The vnpified budpet was firgt adopted for the Federai budget in fince)
year 1989, on the basie of recommendations from the President's Commin.
aion on Budget Coneepts, The primary purpose of the unified budget is to
Fmide & single, conyprehensive measare of the Government's econemic nng

ingncial plans, A unified budget also provides cm%g;iew presentation o the

capital markets of total government borrowing. Moving Fedoral sulivitien
oot of the budget results in an incomplete and inaccurate messure of total
spending and revenue.

In addition to maving four transportation trust funds off-budget, FLR. 842
would expmpt from the spending controls of the Budget Enftrcement Act
axpenditures from these trust funds, snd open the dooy to increased trapy.
portating spendiag of ugp to $50 billien over the next six years. This would

curity, Trost S’z:m?

the Foderul by
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consi o enormseus amount of time and re " goests and mensuring Tesults? What lessons T ,
au;’i‘m’f‘iiﬁ §§;rpmh the g:m?tive Brﬁ“{fh e Gmg}?”’ f}};& oy pvarsight of implementation of the pilot pm}:-‘?:?omg tearnied ut thia point. from ita
X i th rocess (Le., - R
slightly more <Rur, T ent e on, and apy ationt) vonld cover twO agmcion that the pilet projects have been @ valusble pid far the
‘;Zzg ?;: \atically, some issues would amg tfnn;;h #jmgn{i 'svgylmerhwi Iﬁ:{ﬁ- For gonlnatti ’Z‘ga P D&:’?;W mg:;;;gﬁ?m &yg&ems and pw
. AL » Y p ) ess, hiennia & tng. grow #geicy es god capasitien for per-
S irintiony or tescissioos i off YERS. SCC L p i hundreds of sm rnance meagtrement over the past several years haa been significant and
ool reduce the ampunt of tise BDG FREEVECH iding & riations wigespread. Without the pilol project stage of GP ngiciathy
S sommmizoversal gpomeriatans ) Brcliclon iy tha e devoted to i of this At would b grinrly rapaings i oucressiil implemen:
. - : 4 +
e otoatss would free Congress and the Executive Branth to focw : , A kay tescon, from e pilo: projects is that the task of meeting GPRA re-
©n ProgrRm implementation and improvement. ’ w?eﬁfﬁ nat be tq“'fdd? or simply done, and that OMB should an- |
e any ot g i the Pl e e 70 DS Ehee aenit ealy i thee papareon ko sseur sobmi of st
(ot be purseed that have aot been mentionst e e 4 “ 4 In September of nezt vear, e ' -
; lime gonsulting with offitials & the _ . nber of nest year, the requitements of GPRA are o bo im
F;#:ledtﬁ}gm%:gn S well ierable o experts ;m}gc topie &feuéﬁ:ﬁgm wgm@iﬁggggggﬁgg that all of the nou-pilat parks of the d&g?m@
itien g -2 & equ flention i of this law and
S ous process, 1 will be happy to share f) conclusians BiL2 paring for its implementation”? Will they s s gy : Fre-.
mﬁﬁ? nave had the opportunity to brnafit, from the i of others. plang and meanitfgfui annusl p&rffmnmggiazzs?y to issue somprehensive strategic
v, oMS MANAGEMENT ROLE : A. Within 4 to 6 months, OMB will be beiter able :
. ) : ; to gauge haw wall de
i Japement problemy facing govers riments and agencies will meet the gove ; ;
1. What de you see na the most gignificant munsge or stralegiv pians and the initial mm%m ﬁ;lzg i;riz:smmtf

ment loday anid what showld OMB do sbout them? meat ol be ety on the

i t probe ’ Y surmmer and (Al reviews conducied by
, Civernment faces & range of difficult menagemen OMB this year, These review, : N
o TR e e WYL 0l o P o 0 g e ey el
need to provids 8 government Lhat works, T hoad ay e MOYe - progrese-to-date; futare schedules, and tay fendi to et i
A £ fave in the years nhead a8 mission, ng to rompletion and sub.
:;%né&mgi&;ﬁ% 'gugu Zfrgg;wg;& he Pﬁ!‘f};’ar?‘*?:;?’ of tt‘;’ﬁxﬁg’;ﬁgg aucwszfug?aggz::t%%ﬁ&zp assure that depmriments and sgencies
3 3 ut we have 1o meet that ¢ ieﬁge;* 1 X : . : L Lo .
' ii’iﬁezfe?u“fﬁ cfﬁ?t%&g ot citizens in their govarnment an e ?X}‘W to fifx : %ERMg ‘ge‘"é“‘éﬁmﬁy emphasizing the ueed for apency implementation uf
8 S ight thing most of the time.’ Thirty yeats agn a0 overwhelning IIGLC, ahowl siresd: early. In the depsriments aud iarger agencies, this effort
it of Agricans SR they cold sount oo the %avemmem to moel . : ;a& rendy be well-ady . Smaller agencies alao need to be At
© Sandnrd. Today, A0 oversne majority have lost confidence 1o gEVETE- bisy gg{;% ;gewrzr:; of 1997, OMB 15 cm&m} exempting, s authorsed
Sients shility 1o perform its funelions. - o ” tions are bong f _ cien from GPRA requirersents. The exemp- -
mproviog gosernmest perorance nvelves & 8% 2L ol e © oma g beng made now o (o el agencis oot rcsvig o exemy-
i arens puch as proceremen *, . . i g . P
Zigegmgz;{%h glm;a m X;ts‘%yst and su?pafm of mwmmen‘;ﬁ i wmi ‘:;9:5' - s 5. {}?gﬁém"mm%ﬁ direct incorporation of program performance infurmation into
It can encourige eﬂmﬁv&ismn:i:; ¢ rﬁ :gcﬁmg:x;% g?veefgiwhmﬁm t;&’ig: . . yugmurwyview ﬁmmm mmz}z mgicgtﬂ m ;f‘;&s (}g;gan?d bradgeting. What 19
it vosorinces o LPAIn out X " : . . / pting? “made use ol
g;:g:&t% 1echnology. OMB i,éoaim ::hazgedwa g;a:& gwimﬂ gff&%ﬁﬁﬁ%ﬁi . %r::;anm information from the sgemeics, in the develeopmant ';?. u“’i ﬁ%“?ﬁﬁ
sation of the Government Performsante O e . ? ] " e
D ions. goals and performance meASUIES. My espent : A Porformunce meas
cb};»e?ﬁ;;&z @fm {6 srucial o inproved agendy aperations. - Pagnie Mae, performag?gx:?; é; u?gékﬁyf@“f@ of s:ym&ﬂ:tlr::i?m?gx mﬁ
o s, Conps saci, s Comenet, LRSS R s i S T
SAY in an Bt ramots # an I ' ; i Al iy goals an ey W
ﬁ&iiﬂyﬁr%&spﬂm What sze your views on GPRA 23 & tool for Improving ;;g;:gn our management team with the mission and inio;?gea %?!?ii com-
Faderal managenett? . i . i . . .
; | Fedara! Gos- With respect to perform b :
pRA Lias the poteatial to improve siguificantly Bow LE 2 ect o performance budgetiog, GPRA ealls for # set of e
m‘?mgm A Vnan %&fg With ita gﬁp};m;wmpg;@eﬁ” O chieve ?ﬁﬁé’;ﬁ ég_a nggo;o projects. ;I;%%? cpr:rtf? W&gge@??ﬁwﬁ?xa
should Jgad to morked (RBRERE, O lance, whith minstety will identify the varying levels ormance budgeting. Thess pilots
ment, This sill help chant U iateren basnge,miﬁ and legs off rformanci {hat mx{ﬂg evels of performunce, lncludirg outcome-relutad
e ) more on how much the Goverament 18 PERTUE Loy will n- perfyrimance, that would result from different budgetad amounts. These pi-
) ts and impacts of thia spending. blanagers . equire # tertain suphistication in performence
g e be juded on what their programs accamplish, and bow well they S el 8 a cost noevunting oapability that may current e
are administering these programs. ) i . ‘ ' nmhai mmn el complexity of these pilots, this is the only GPHA provi.
A key GPRA feature is the requirement that sirategic F’a!"’ and perform: . ’ port Lo the (ﬁaggeﬁ?cilnmﬁ 1 %&mde implementgtion. OMB is to re.
ance iﬁﬁﬁmtm be shared with the ?Ltblliﬁ» '1333 W;* gégki‘l!’gh;ni‘? the - smmendations regarding any fggum z@gﬁgo:fﬁ? gﬁ?}% along wit}i} ’g‘?"“
; Liat they are actuslly gething I Bir 1o ’ T eewtive Branch to ' require the Ex-
ﬁgﬁ%a?;ﬁyﬁ%ng and gla olfect on their lives angd the couniry. . anual bud é’:t_ sabtusi 2 performancs budpet ug part of the Presideit’s

inni .wide implementation of GPRA & g4l more . \ o _
A i of ‘S;Eim%g?gxe:uﬁ’:g firnnch, sud with Congress su mg&*i‘* m'kmg ;;eps Lo miemm the _ugork‘ being done across the -
than o year sway. Wi ' 1at 1n fully realized in t prepare for GPRA Implementatinn. The fortd S Loy
m}mﬂm, we myst work to AE3UIE that GPRA's potestia! ully _ view on strategic plans {(June-August 1696) and fim i“nz?im va‘éf.,moﬁ’ Rg
Wha s assessme rogross mad ar in the various GPEA pilst e e annnal perdsrmange guals (September-Docember 1996) T e
a. £ is your nt of the p g mase me for setiing performance : - veguirements for next &&s’?ﬁrfe that agencies will be ready o meet GPRA
. projects o Aavelop comprehensive AR pffective a¥s f ) . year. 5 e be et |
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i i RAvequired steategic plans,
i ¢ making in developing their GP : ‘
ﬁﬁﬁ“ﬁﬁ? i::;k at selecgted pars e? the plans &8 fzwsae are.i be@g airzfzed: .
OME hos made use of parfumwt pe inforusting b:;&égp?%?gspe-
President's budgel. Beginung with the fiscal year igﬁsﬁ‘ gn'm My
inoatly gskad agencies o focus on providiag as much pe gg nge informe:
B Y easible with their budget submissions. W‘{el’?  GPi r s
:&?:&ﬁmn the importanee yahue of porformandcs i ormﬁgﬂ acget
reparation should ingrease groatly, The ;lo;gm}ec{% o P Wd pve si‘iw%
:ﬁr?g dn not begin under the atatute until fiseal yeur 29959,
Jea mare o P e it i fistat effective impleman-
s ink iy the nesr re—‘a[!er :
50 wﬁeg %%%e?‘tﬁ:am ificers Act, and the Government Maniagg?&% d
e i rnet i e A R Lt
i fi ou? If po, when do ygU expe a . s
ggg) o p;z: ?hﬁ pﬁa"?ﬁf might it be naed by Cengress and the Ergtutive Bfm
Ta ; : ire avcounting end Gnancial

ttovat information will reg C .
e o S ki proer 2 ol el T i
Pkl un these ¢ i ¢
i@“ﬁ;ﬁf”{iﬁs data for managing their pmgrams‘h&:\g wéﬁ;?zg:& b B
Fadera: Accounting Standards Advisary ) B ey e agorial
ment af Federnl Pinancial Agcounhing Stanﬁﬁrg& e:tff bt 4 M
N Acg_umi?g Cones :»,3 gp’;faimin;ﬁgémmn and activities and the:
ide information on 1 :
wgésitien of, and changes in those posii. g aystos a0 the
N jeating faetor i te of acunt .‘
e et m‘fs%uéngnuntir iss?;fé?;. "Ig:m aint Finuncial Mann ;mt Zézt
mﬁiﬁ;’: Propram ig working on guidunee to agenties ons the developm
of systems L0 acouiaiste accnrate oot information. o "
" The Administration would like to work with Congross to {iﬁn' op 2 proc
ess that wauld sliminate annecesdary duplication while providing more

svant information ‘ .
= Yo vou have any ideas an how the systems srested and m{c;rm;:é;):}, perprated
unii'ar GPRA could relate to efforts 1o improve ?‘e&em‘l persnnm‘ L] m;mm )
A. GPRA could nasist in swveral woys, Agencies m1§‘h.t use p:s armance
data. including soed data, to oxaming organizational i:i ﬁwtivegs; s and cax
Y ¢ deplayment of persenne) resoureas. hanges in #Kii 0%, o B
Sroash ?n%m improve pIUEraI OulPuLs oy sutcumes. Oniamm Joual 80 o
ividun) incentives ang yewards will be an important tacler 3 ; ;_p ing
e e mepfarmance, These can be used for motvation, add_mta%a *é?;z e
:ﬁmr &Mie;m;wt, or in matehing tndividual managenal Liex 3
. gupervisury discretion with the perforrosnce that ensues,

- of customer
: GPRA plans to measure the extent o -
satis{sg:m Iﬁ;‘t? :;?r:nm:mpmwm and processes, inclading govern

i i ing. De-
ot ch as petirement claims and benefils processs
gﬁfm”i;ﬁ‘i‘iﬁ:ﬁ?ﬁ@uweu internal or external cusiomer e;tep:ctatmm are
being mpt can lusd o improvements i systemd and provedures.

the syppudive depariments snd ageocies

i ) reorganizing tive dep % s
has’ gﬁﬁ?ﬁf“’ éz?ii;gém pgt several montbs, inciuding the a}eém :gglﬁr:ih
'y scturipg of some entities, tn addition, there I8 wzdesprh:aE p&w iy
a r%qéatima in the performangs of VFederal missionsy neyoss U xmf‘e«iamﬁ neh.
féagx;mm about 7 agencies piay 8 role in the perfomanﬁm of eveTy Fedesal o
oes. The National Performance Review has not attacked m ;
?:;: tended to reinvent functions “ingide the boxes™ of existing sy : . .
(o3 Wrat are your views o bt e MR o P b R
i 1in) budgetary imaplichtions, r
e m::ukl yojg:wpmm o pet at the problem of wholessle duplieation mad
fi ‘bznmmam aeroes agencies with similar missions azzg &nchons
te3 Would you support the cmg;aon of a governmend
sion, Hke the Heover Cominission: ‘ o _
A OMB will continue to have a majur role in organisativoal iﬁgﬁ, ’::he;
use stroctures that sre cumbersome and ipappropriste <an inhibit the
%areéidanl's shitity to make and fmplement poticy. But i iy impo

»

ide restructuring commis-

7

member that organizationsl sirocture is' 8 mesps {0 &n end, not an end in
ftsel, When it comes to prganization, form should follow fAuction. That isw
we should Gret decide what we think Government showid do, sad then ask
whether i needy the number of departments and agendies it now has and
what changes o make, With that in mind, there are many rensons to giimis
oste, create, or kesp, s departinent, izing ground a customer base,
Blte the Veterans Aﬁ%&iw Department, aliows the Government to coondinate
programs that serve s particular group. Organiting around & problem may
atso make sanse, ar in the case of the Envirenmentsl Protection Agency.
{r, an aetivity can be erpanised around & survice, as & the case of the So-
ial Secirity Administration, .

- The nember of cabinel départments s slse & consideration. With: too”
many, the Progident’s ability to work with his cahinat fo diluted; with too
few, the role of pach cabinet secretary is unpsanageably broad. If we elimi-
nate a depariment; we will reap subatantial savings coly if we alse elimi-
nale the programs it operates. I we merely “move the boxss around,” we
witl save the cost of the secretary’s immediate stalf and little else.

The tough gusstion is what srganization incresses the chances of effec-
tive, efficient performance, OMB should be a leader in testing the rativnale
for current organizational designs and should suggest changes where appro-

. priate. Under Phase I of Hetnventing Government, the Vice Prosident's Na.
tional Performance Review (NPR) and OME Jdid address the guestion of
Awhat® the Federnl Government ghould do, hncluding the annlysis of dupli-
cation and fragmentation across sgencies, 'i‘hn NPR and OMD set up teams
Yo &tudr every funchion amd activity of government ts decide which ones the
Federal Goveroment should tonlinue o orm, which it should sliminaie
nltugether, and which it should ahift to the Staies, localities, or private sec.
tor, These teams worked chsely with each major agency.

The firet output of Phase 1T came in December 1984 when the Fresidest
andg Viee President annvunced the restrectaniog of five major agencips—the
Departments of Energy, Transportation, and Housing and rban Develop-
ment, she Genernl Services Administration, and the Office of Personnel |
Managemeni. Later, the Admindstration annovnced the restructuring of six
other major sgencies as well as steps t& onntinue our efforte to reform the
regulatory gystem, Budgetsry savings wifl result from the organizational

proposed,

Whan considering the establishment of a new, government-wide yestrac.
turing commission, I think we need t0 Inok at the lessons o be leamerd from
pravions reorganizetion sfforte. The dear lesson of the twe Hoeover Compmis-
gioris in 194749 aod 195344 is that it I8 espentind Lo creafe 2 consensuy
if plans o recrganize the government are o meve from recommendation fo

- reality. The negaiive impact of the lack of consensus tan be aeen ln the ex-
perience of the Ash Qouncil, which cenvened in 197172, Like the first Hoo'
ver Commiskion, the Ash Council aimed s recommendaiions at struciural
changes {6 enhance the effectiveness of the President as menager of the
Ewemmz}& The Ash Couneil arpanizing the government areund
broad nstiooal purposes by in ting similay fonctions nader mujor do-
parttnentys, I propossd that four guperdepartments be crented-.economic -
aflairs, communily development, naturel resources, and human services.—
with Btate, Defonse, Trossury and Justice rymaining in place, Byt the Ash
Couneil could not gain the support of the ., Ita recommendations
would have deastically altered jurisdictiong withio Congress and the rele
tinnships between coramittess and the agencies for which thay had over-

, sight responsibilities. Gongress was not xonvinesd of the efficiencias to be

- derived {rom creating four superdepariments, was not readily willing fo
chanpe it8 swa strueture to paralisl the strocture proposed by the Councll,
apd wag not ezger b substantially streogthen the aothority of the Presi-
:iergiy. Qiven ihis history, | am noi convinced thad snether wommission -
wonld be a produetive use of our time and energy, .

9. The Pedera! flovernment iz the largest engrgy congumer in the Nation. It
spendy abput 84 dillion per year 1o heat, oool, and pewer the buildings it owns sad
feases. Through & series of laws (including the ibue Reconcilintion Aot of 1985,
sod the Eoorgy Policy Act of 1982), Congress has directed the Bxecutive Branch to
meke enevgy constrvation s priovity. Current low and regulationa requiey savings

of 20 pereest by 2000 and 30 percent by 2005, To assist In tracking performance,
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* the Act divests agencies to fully disclose energy w in their budguls.
i @

88 -

Hewever,
r, o significant barrier to e

OMP has not instructed the npencles to de sv. | Y
enrt tovel of deinil in 6n-

porting is the lack of an aocpunting systam providing me
frgy wosts. . .
Accerding to OMB ptafl, GSA haz a system with sufficient cagability, which ng;
be made svailabis to other agencies on & CrSs-Bervining basis. Please advise
Cammittee on the foastbility of (1) directing Federal ngeocios to disclose their en-
erpy tosts; and (2} making accounting SErvices gvaiipble, to facilitate schievement
of the Netion's energy consteeation gealy. .
4. Pederal agensiss hava been meking progeess in impraving the coergy
pifiviency of their (acihitien, apd nra new mote than hallway 0 the goal of
2 20 percent reduction in energy coals by the year 2000 {rejative to the
1085 fevell. The Administration even exveeded the interin statetory goal B
yeur ahead of schedule. .
1 upderstand that OMB is encouraging more reportng angd teacking of
Bath energy costs end energy efficiency 1 westments &t bederal agencies.
Currently, OMB requesis that the Depariments of Defense, Energy, Veler-
ang Afairs, and the General Services Administration--four ggencies that
acconnt far 86 persent of the VPedernl Government’s eaergy costs—submit
energy effiipncy investment data. Thsey do not submit date on amsrggmsm
o7 so. Historioal energy cost data by BERNCY Bre cuticcled, however, by the
prartgment of Bosrgy.
1 urderstand that OMB is considerin additional data ing Mmeasures
%’ xmo;:?e wﬁicle might

while %ﬁng not e emsivgg burden Federal agme:‘zga One
4 and € el

be an GMB Bulieliz& ui mii! informution vi eéxeggj( and ey o
viency improvements n all agenty budget submissions this fall. ealy,
OME b5 considecing how OBA's centralized billing operations could be of

fored 1o help ageaties obtain 8 better handle oo their swergy spesting.
%7, PINANCIAL MANAGEMENT

1. Improved financial wmﬁi‘w‘ for the Federal Government may lead Wb betier de-
cisions about ageney budgets, What are the principal upediments to pin financial
reports for budget sreparation and execulion? Whal steps might OMR take fo help
RgEncies gvertome these probleme? How right sgeney fioancisl reports help Con-
gress make appropriations Aecipitnn? :

A, There are currently fwo magor probiemns that Gmit the gsefalness of
the data Shat spencies coilect in financial systems for budget preparation
and gxecution. first problem is that stendard data structures—such A9
a standarnd ﬁzmmi toder—that can allow data o be pasily extracted from
transaction-based systems for use i budget exeention and lormoulation have
ot boen adapted to budgel reporting yaquirements, White standard data
struciarea that better integrate Gnanuinl and budgst information are being
mulified, agencies can improve the wxisting use of crosy-walks o transfer
information from lrsssackivn processing systems to budget sxecution and
formuialion systems. ’

The second probiem Jg the sccount structure wsed for budgeting Both
OMB and GAQ have sxamiged the edst acoount strustures found
that they do not relate to the way in which ngencies chould do business.
These strustures havs evelved gver time and dn not necessarily provide the

kind of information reeded for the financial nagement of 8 bureas o de-
pariment, OMB and the CFO Countil have urged sgencies to gxamine their
aovount structures and to Gigeuss with their appropriations comanitiges how
they might be brouglt mors i Hne with departmental operations.

To address these problems, OMB is heginning to test the dirpct transier
of burpet execution data from ngency Baancial systems to Hs central budget .
som. This should provide agencies an example of how lo implement such
ain transfers within their own ggencies and an jneentive to be able to s
irdurmation collected or input centrally Tur their own purpeses, OMB is also
wotking with the Tressury to aecelerate work on extension of the Standard
General Ledger W budget information. Syatems efforis in g%gncias, forny
and content guidence for Snancial staterpnts, and the work to implument
the Covernment Performancs mud Results Act will all help to address the
problems identifisd above and mwove the government 0 R real ntegration
of Anaccial nnd budget formalation.

- nantial steteroents for the 23
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2. 'The Federal Accounting 8 y oty )

3 : miing Standards Advisory Board (FASAR) hap :
T e e o ony égﬁ e Conducds i ko o
Btarting. t are your views o3 its current e att pregects an wahic!h wark is
underiake? Do you povisinn that the Board show mntézm: i:;?;gt in eﬁniggll,;gz},’t #®

A. The developonnt of 8 comprehe :
i : rom nstve sul of basie sseountd :
mgutng standards is a signilicant acceroplishunent for %ﬁlg‘%’ﬁﬁa@?ggﬁt
?wiers:il ivernmenty ?Erdms Hm?’* e e m;fmﬁ:lg ik
#ive, and consistent manney. Hes in sa mlderai&t‘zdab e, comiprebens .

_ White the busic set of Pederal accounting standapds—

: " ting stand :
ie:nts :gd seven Siatements of Federal E’iiam:ial Aw&zg?ngwézmaﬁﬁ
i ge mpielg FA&&B ‘;g:& 22} 2{0}; ﬁﬁi:hed. PASAD recently completed,
three FASA: asary, have :
gg ;}fﬁzmﬁgﬂﬁ;mmt ng #tandsed ex;titled, %aﬁﬁgﬁe‘;&y Suggr?:ﬁi%
e mg,I‘ ich will be went to the House and Senate for rectow prior to
Issu a&ﬁnﬁ%& t%zﬁa{t F&{SA%B s now working on severs} other siand-
ke capital, netura] resources, and socisl tnsuratocs

I apderstand that OMB 3 actively & i :

3 ely involved in th
?s?e;:f:‘vg?n% :ésg mmgmz:eitgg thbn:’ developmen e 3 o? mpme‘;ﬁn?m?&ﬁm
prajects As circusmstances aod con ifjn‘n: ;;parf?ar;tte to underiake adﬁiz_ieml ‘

3. the Cevernment Munagement Rgeior&; tﬁ% éﬁ%ﬁ%&} of 1994 cally fir sudited fi-
%ﬁﬁﬁ;?:g ;en @umﬁfg:ﬁ?édﬁgn{w §§ Federsl Exmﬁéeon?m ?ﬁfggﬁﬁ
waivers” Cariissinte 1957 atd. 1508). Pisase. reviee 1;23% recs 1o dage,

What addigenal : Tk 1
statementy? steps might GMB take o assist in preparation of thesp lnanelsl

A, OMB, together with dAO angd Tre i
; : ! : BTy, met y
gﬁ‘gs covered by the audit requirement %mt&&?ﬁ%&igg;?:q Ii‘}eg &M
dmggagg& ::&ézesd ggé::ﬁ:a; statenent gqu’mgnts of GMRA and ff)
: ‘ isily overcome them. GMB indi

:;agetmgs itrh?t it was not plabning ¢ {ssue any waiveml?rf;:? gédﬁé%&}&m' '
mg?”:“ﬁi A ar fis&:aéﬁaé g&?? or 19!5&71i Bgsed on the rescits of these a:e;?

L raton 3 f expects that i : -
ply with EMEA's audited financial smwme?t: ;‘igﬁﬁ&gk able to com-

From fises! yoor 1900 to fizesl 2

f jedr i yezr 1894, i £

. g{gﬁz’ﬁ&:‘g obtainin hc‘ima u%:gai%ﬁed opiniona” for t{g;a; mﬁ:@mﬁﬁﬁ?ﬁ'
ghateine t2_mq ¥ the CRO's Act. The 1895 dats wrs not yel complete
e a4 T L s i g
mt:;a;gve’z} é:: fiscal yeur 1894, the mgmegmgﬁ&%;te:mw&n o ﬁ;’méég:;&ifg:
cause (:vi ! iﬂmiy%:ggg nage@ncy—“gid&fstatemema for fiscal year 1935:
an anysal sudited Buancia? s%atmﬁ::‘zom ¥ subject to the raquirement for

Recognizing the complex iasuses involved i §

. ; i "in itj

G, Urigd Sl et Tt et S0l Tty
3l ent-wide i i .

3%?% Fé:{:é. ?&5‘%2‘,?5 gy mn m@tiﬁs of the ém Ca?:ma] Sﬁf@‘?&?
) A ) .l roe meels rege " '
a%p&dn;a iiir;and az:soewtgd time lines for the mmtizzuflmimﬁz g??iﬁ;
tement, and is addressing substantive cromscuiting aceouniing

and eoditing issuea whi : :
sndited {kmi‘:iai :gam,;igg;ﬂl affect the llgezwy«fwﬁe snd governinent-wide

4, What do you consider to be OMB's general role with respect 16 ﬁnancitai a;zu:!its
by .

. of Federal agencies? What specific respensibilities doos OME frave?

A. OMB haa a critical role in sytablishi ; i
:33&3 ;ai;h agefm:y financial Kmmmwwmgwgﬁggi%fgrytg&f&mxgﬁﬁz and
RS tagt nnz’ snd content of agemey financial statements OMRY fgm .
and | ;ge k. egsu sinte, slong with accounting standnrgs, ;&&wi}!e the an:i ‘
are expectedt to tomply with in preparing their financial .

.
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sintementa; OMB almo imiiﬁa on the existing auditing standards aad pro-
vides sdditions! policy guidanes for soditors of agency fnancia! sintements.

While rezpansibility for correctisa of audit findings resides with the agen.
vies, OMB clearly has an oversight respoosibility i this sren. OME needs
te ensure that apeney folfow-up systems are setually Sxing problems and
detecting problems before they oeocur. The annual audit process impesed by
the OFO's Act requirss suditors to report interns! contro] weaknesses and
cempliance problems, intluding the status of unserrerted findings from pro-
vipus vears, This andit reporting process provider a means for OMB te
mankior an agency’s progress im orrecting deficiendies. OMB's Resvuma
- Mansgement Officey %MG&} are ncthvely involved in moenitoring sgeucy
progreas as well ss in addressing the resouree requirements to poive thess
probiems. -

5. Please describe your views on the imporiamue of fnancisl management im-
proverent in gaperal and the financial management requirements of the CFO At
el GMRA, in particstar. How would you rank these efforts in relation to other pri
orfties as UM Director? .

A, Achieving finaneisl mansgement reform in & high priority for me. The .
CF{¥y Act GMRA get goals for agency financial manegewment perfprm-
ance--gingle integrated finencial aystems together with the ability i iseue
finaneial statements in & timely wanner and 1o receive wngualified acdit
opinions. The CF(Ys At and OMBA provide the suthorities Lhal speucy
hemds and UFO' noed to achieve these and other goals,

. o order to achieve finanuial mansgement relorm governmentwide, s .
strenyg infrastrusture is in place, both in the agenties and i OMB. [a the
sgencies, there are wellqustified CFO'S and Deputy CFO's in place. The
ieputy CFO’s are career masagery who offer longer berm contimuty foward |
achieving reform. The CFG Council, gutherined i the OFQ's Act, has as.
supted & strung role, theough i slected leadership struciure and cormmit.
tees, in conrdinating the work of the :sem:ias and setiing government-wide

iorities. Through the work of the Federal Acoennting Standards Advisery
Eganl (FABAR), OMB, working with the Secretary of the Treasury and the
Compiroller General, has tssued, for the first time, 2 comprehengive set of
hasic secounting standands for the Executive Branch.

Finally, within GMB, the Deputy Director for Management and the Con-
troller sifer the leadership thet ia neeessary for achieving the gosis of the
CFR{s Act ned GMRA, Throupgh these individuals, and the OMPB Program
Aszeciate Direclors, financia! management will sonbinue o be an important
priority for this Administration.

§. What is your impression of the condition of internal sentrols across governmant
today? How well has the Federal Managere' Financial Integrity Ast (FMEIA) been
implemented? What would vou do o improve the PXFIA? . :

A, Cerrall, it s sy impression that thers sre good management ontrels

©in place in mest Federal a?em:im and for most programs. Several critical
pieces of management lopislation were snacted over the pest 1% years thal -

smngtheaeé»mamg:ment coptrols. These include the Federal Manager’

Financial Integrity Act (FMPIA) of 1982, the Tnupecter General 11G) Ant of
1978 and the 1988 amendments, the Chief Financial Officers (CFO%Y Act
of 19596, and the Government Management Reform Agt of 1994, These stat-
utes piresent & framework %oy agencies to dewelop, implsment, agsess, re-
pott, and corrpet weaknesses o management controls,

An Impartant initisttve of the CFD Council l9 to address hyw to best inbe-
grabe these variouw requirementa with the new provisions of the Govern-
ment Perfoemance and Results Act. The CFO Councit's pilot program on
agency Accounlability I‘x‘agzrm is testing how agencins can bost integeate ro-
porting requirements to belter serve the poeblic and Feders! and Congres-
signal decision minkers.

_ The Fedaral Government gontinues o make progress in identifving both
individoal and systemic incidents of waste, frapd, abuss and mismanage-
ment. The importance of Management controls is puhanced as governsment
becomes wmore performante-oriented. We are gettiog better st evaluati
apd improving systems of sonirols that can prevent widespread sluses

1
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foss of fumﬁs Mﬂuﬁggmf .
I the integrity of Foderal progrens T Criteal to maintaining sonfidence

. . ;
fme *grggzx policy-makerg are tryin toz reduce Foderal budgel deficits, how can theas
gﬁu d inprovements by soaled back or poatponed?

t would you advis the Preg
-t'fvaen Brogram spending and ﬁmngiaﬁt,:gmgff Congress about how 1o chaoso be.

A, .&}thm:gh fmancial man .
sources, the management improvements dg i
. thern, Some ﬁ}'nffk shiould be much greater than the inwé?ghmw stade i

team esthmuted thys significant p

all of its recormendations ible 3
debit ¢ax : ar® implemented. Anoth Aample i
’ (EBI*ZZ’} CSMB w:?ah;er government bwnefits vin Ewwmi?:mnmm f‘s he use of
] ¥, 85 States have anlectad BBT Borviee provi fif‘:s’im Transfer

The amounts § Y
the 1o, busx &b;i&g&bcd for finaneiat management are s small fraction of
e ot mvegr:d gr ¢ Federal Govarnment. For fisenl yenr 1594 ct iy
g ke e yrtbaz Chiel Financial Officers Aot estimated th zbe o
3 Wi DF, o meessement st ot o ety
managemunt operations g welf] gs im;mvggéngw f taclades financis
arﬁF{? Council's &z::amc:ag manapement vision statement recopni
rogram and finapcial MAAEETE o Work in partnersh; o

to enab ‘
nable government to werk better and cost joga, Financial e a;z:ngrg;;

tive in carrving cut

In 1880, Congress enacted the ; :

'8 raeeent " ariginal Pa : ; _ :
ol T et o e
to develop Federal i:m information and B‘WY:W!? Affpirs (OII&} w‘tfl‘The et
tions, and statistical methaine o 2Bement paliy, information techy logy a N
Stresses the inlpﬁ!m&fm g%ﬁjﬁgﬁ?ﬁ; Ewnwtlmﬁ&g the Paperwork Riggi?aiyixgi
#varings and GAG studies h wnment-wide information policy, po ;

y ¥y 1
tant issue. As &' resul v mosistently faulted OMB for auplesting (o o8
expired i 1989, ulg, fhenP::Ferwork Redoction Acty lagt mﬁiﬁcthwlégg:é ?}fﬁ{

#nt Jegialutive attempts to
£eneL with Amer: ican Con.
o mm%;?‘" Tegulatory spd paperwork reforn in the 10451? s&him Con-

liskh i i
es policies to inmrease sgency pesountability for managing information resources

1. What are Four view OIRAS
tion Act? What o s gy fwoord of implementing the 1 Red
wide policies? What tizk;ﬁ o e oo invalved in implementing e ggﬁfmmﬁf:

¥ been OIRA%S Erestest syecpsses?

A, EHED b .
g{zsis:tiae};fa}: Eishar: R§::Euctwéz Aet of 1955 (PRA} ‘smbodies very ambiti
Brova) of e ighes g: , ‘n? OMB respongibiliting for the review and ap.
semibatisn; public Aovess ‘:: iffg!mo? :‘tiﬁi?gﬁgmﬁi%; e apation zg?:
o ai‘gi ;?l?m:‘nt; Privacy, ngﬁ:dentifaiity. semn'im dm?::a?&aﬁm; "
e y of &im-(}ﬁﬁaﬁs&;&iﬁ?ﬁg e;;vzmd n?" o in'!‘oma?.ien ma;jhwn

3 N . 8 : i ‘

1974, the Computer Security Act o 198‘??&?%?:?& el t;‘x: ?yggg‘%’

tion Act {as amended in 1987 i
refined and oo ) In addition, they have more
Act of 1986 (1TatRAy 7 " Iodrmation Technslogy Menagement Hepecs
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. .- . ide IRM
implementing the Act, OIRA carries out various gvemment-w1de

aanl:;1 str:fi:tical policy responsibilities and-assista OMB's Resource Migpaige-

ment Offices {(AMOs) in monitoring and mansging their portfelios of infar-

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

undertaken a major effort to enhance government dissemination of in- |
}loar?natinn, and to prempare arders and draft egislation establishing confiden-
tiality and data sharing for statistical agencies.

In addition, OIRA stafl review approximately 3,500 {nformﬁtmr} ::oll;e:-
tipns cach year. OTRA’s inventory o approved information collections im-
pose a total burden on the public of ron_ghl{ 6.9 biilion hours each ye:}r,
about 75 percent of which is associated with RS information collections. In
deciding whether or not to approve these collections, OIRA staff are, in s;?n-
eral terms, io balance the public utility and need of an agency for the in lur—
mation apainst the burden imposed on the respondents. OJRA staff are! also,
among other things, to consider the validity o the statistical methodologies
that will be used, evaluate the clarity and potential bias in individual que’sii
tions, and assure that the methods u for regulatory monitoring wi !
serve their intended purpose. -

& maior problem in-implementing the PRA’a specific percentage uc-
tio?zhof infirm‘;tion oollectioﬁ burden lgs that we are in an information a_ge—l
even an information revolution, where the government relies :ncr_eaglmﬁy
on information both to plan its policies and to implement them. Simi E:ﬂ ¥,
the public relies on the Federal ernment to provide information. The de-
mand for information from the Federal Government 1s thus mcre%sm_g
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? .

i i i mini that
1 will be working with the OIRA Administrator to make sure t
Of??.A r::ets ita statutgr{dresponsibilities and that they are integrated into
the werk of the rest of OMB

_The Paperwork Reduction Act gives OMB significant authority to conduct re-
vigws of Federal agency paperwork requirements in proposed rules. Critics of %Mgs
paperwork clearance powers maintain that OMB has too much discretion in el T-
mining agency record-keeping requirements, and has': used its authority In a sii ec.
tive and political manner to control the governments information mllecﬁcﬁ: 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 ink these perceptions are
{air? How do you respend to such cnt.u;:sms?

i {ew of paperwork requirements, as in its budget and other
poll’:cyI llelvt?e;i‘:l?)MOB s‘le to provide a dispassicnate, objective review ’fgr
consistency across Executive Branch agencies. The PRA does not ge:}n 13
specific statutary requirement. Moreover, the PRA pruvides safeguards | t;’w_:m:t
OMB using ita authority in a selective ar political manner by providing
mechanisms for openness and accountability, .

. P k Reduction Act of 1980 created OMB’s Office of Information and
Réu'f:tf:ryaief;;:; (OIRA) with a mandate to reduce Fovern_ment paperwork bur-
dens oo the American public and to improve Federa! information resources manage-
ment (IRM). . - .

a. What are your views on furthering the goals of the Act to reduce government
red tape? ) ) ‘ o
Answer. Reducing red tape has been one of the important goals of this
Administration, ang is part of the reason President Clinton supported t.hei
1095 PRA. As the President stated on May 22, 1985, on signing that bil
into law: : .

“The legislation recognizes that the private sector is the engine of our
prosperi g,wmat when 5‘2 act to protect the environment or the health of
our people, we ought to do it witgmut unnecessary paperwork, maddening
rad tape, or irrational rules.”

I strongly suppert the goals of the Act, which, as I noted abave, are ambi-
tious oneg,yandpvg?li do m?r best to ensure that they are met.
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b, What are the major IRM challenges facing the Federal Government generally,
and QIRA 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 require information? How can we ensure privacy
and the security of sensitive information in an electronic age? How can we
maximize the use of information technology, while ensuring that costly in- -
formation iechnology investments are wise and do not “automate the
mess”? How can we ensure that our national statistics are timely and accu- -
rate? All of these challenges face OIRA as well as the government at large.

¢. What priority to you intend to place on OMPB's role in this area?

Answer. IRM is an important responsibility because information manage-
ment s an increasingly important government activity. I intend to ensure
that the OIRA Administrator has the suppert she or he needs to accomplish
QIRA’s responsibilities.

5. What are your views on the role-played by information in the Federal Govern-
ment? What are the costo and benefits of government information? What is the gov-
ern;nent’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 government information, The Act directs agencies to
‘collect or ereate only information that is necessary for the proper perform.-
ance of aﬁency functions and that has practical utility. It seeks to maximize
the usefulness of information colleetedl,] used and disseminated by the Fed-
eral Government, while minimizing the Federal and private costs of provid-
ing and managing thet information.

There is no question that there are costs to the public and to the govern-
ment of obtaining and using information. It is my understanding that Fed-
ernl agencies spent over $25 billion in 1995 on information nology to
manage Federa! information. Federal agency requests for information and
remrrfE keeping im very substantial burdens on the public. Americans

8 3 t some 6.9 billion hours complying with such requests in fiscal year
1995,

Ultimately povernment information enables agencies to perform their
functions and serve the public. Improving the public health and safety
threugh regulatory compliance data and disclosure, ensuring fair and effi-
cient %ax colection, and 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 1985 Paperwork Reduction Act does contain provisions pertaining to
OMB'’s use of electrenic information technology, some critics believe that a more de-
tailed set of dissemination policies are needed in statute. With this in mind, legisla-
tion was passed unanimously by the House on April 24, 1996, which would require
OMB andp the Federal agencies to promote the use of electronic technology to the
mazximum extent possible in the mamntenance, submission, and disclosure of govern-
ment information. What are your views on the wisdom of this approach? On the -

ability of OIRA to fulfill such a statutory mandate? Does QIRA have the resources
o do this? - ’ -

A. The Administration's Statement of Administration Policy issued prior
to House passage of the April 24th legislation did not ohject to House pas-
sage, but observed that a great deal of law and policy have recently ad-

" dressed electronic transmisston 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 Mana
ment Reform Act of 1996 (ITMRA) and the National Technology Transfer
and Advancement Act of 1996. - ;

While movement to electronic reporting has not been a3 quick as some
have heped, I do not believe the problem is a lack of pelicy. Rather, the
problem is one of sometimes high expectations and limited agency re-
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sources. Integeating information technology ln neither easy nor free, As the

FI'MRA reflects, its uge requires ssreful planning and develnpment, often at

significant expanse. Electronie reporting needa 2 be tallored carefully to -

provide the beneiity of burden reduction to the public and facilitate pubille

gm o data withoui imposing usressonable éosty or techadogical bur
ens,

OIRA will continus 1o assist in ibia iransition bio' working with the rest
of OMB ang the agenciea to identify promising applivstivas that can be im-
plemented in » et effertive and eificient manmer. The rocont full-seale im-
gemeataﬁm of thy Securitiss and Exchange Commission's Blectropic Data
sthering nnd Reporting (EDGAR) systiem, which has automated the Alin
aud dissemination of aif sorporate iaiory disclosures, and the Interna
Revenue Service's highly suceessiis] Telefile progrom for Perys 1040E2 flere
sre two such examples, . . .

7. Altorney Leneral Reno jssued an Cetober 1883 memporandum axl\risigg depart-
ment and ﬁm&y heads of new Freedom of Infermation Act litigation standands en.
CHAragin shiscingure of requested records. In February 1994, she npproved new
Justice Lepartment procedures fo e:gediw FOI Act requests involving matters of
extragrdinary interest to the news wmedia and, i September 1983, she made the offi.
cient handling of FOLA requests part of the job descriptien of Justice persannel in-
volved in such procsusing and s facdor to be congidered in thair ﬁrfmm wynlua-
tions. However, she apparently has not pursued improving FOLA Aot mansgement
pracilees sit 8 government-wide basis. Do rou forescn the OME Director pinyinﬁﬁa
role in thin regard in fulfifiment of responsibilities wamdnted by the Paperwork He-
duction Act of 18857

A. OMB's vole in prometing el information disserination alfecis
FOLA man 1t practioes uge the more information that iy made
fresly avaiiable, the lewer mg%aatx that mutt be handled through the tirme.
censuming and loss efficient FOIA processes. | understany that OMB is en-
cturaging agepcies f¢ make ay much isformation available ss possible and
to take ndvantage of new techuolopies, partioylarly the Internet, to nocom-
plish this. Fer example, the Geversment Information Locator System
{GILS) ia being ml?»é as & “virtual card catalog” to the povemment's
majer inforneation heldings, o take advantage of new search and retrisval

aigues an the Inteenet,

§ aleo undergiand that the Justice Department has been demonstruting
-and reeommending o other sugencies & wumber of innovative FOLA mannge-
ment technigoes, For example, it recently expanded ity wxpedited aceess
policy to include requests in which there 1 widespread media interest and
which invelive possible questions about the ngwnment"s integrity that may
&ffoct public confidense. In addition, the Justive Department spensored » |
Natiopal Performanes Review “reinvention Iaboralory” to devsicp an aule-
mated FOLA processing wystem and e infose principles of cusfomer service
thesughout the processey of FOTA administration.

. 8 The Information Technology Mansgement. Reform Act of 1996 amended the Pa-
perwork Heduction Act by mundating Chief Informution Offivers in the sxecutive de-
partments aod agencies. What do your envision will be vour sctual working relation.
ship with these officiala?

A, OMB expecis 4 work closely with agancy Chief Information Officers
(CI08) on agency epechfic and governmeni-wide matiera. Just ps it does
with OF(¥s, I anderstend that OMB is evalusting the placement, duties,
and gualifications of the proposed (10 selections of the major agencies,
Thuse Ci0s will need 1o be ot the table whenever major information tech-
gology or policy issues are discussed with the agencies. Their influence in
the agencies wii} help ennure that infermation techuology & being used in
an apprepriate, strategic, and «ffcient manner,

-1 glso underatand that OMB plans to convene & €10 Council for the ngen-
cies Hsted in the Infermation ’I‘échnnlo? Management Eeform Act
Deputy Director for Management st UMB witl chair this group. This Coun-
ciidwik ;ﬁlm on everall Federal infrrmation technnlogy pelicy, procedures,
ansd sta o

9. The management reapansibifities of the OMB Director prescribed in the Paper.
work Reduction Agi make no exceptien for inforsnation ander security claspificalion
protection. What do you envision will be your working relationship with the Infor-

- rights to review their files, to rebut any unfair ar tnaen

45

tmation Beourity Overafpht Office gnd i
agement of infrmation heving o mfﬁ.}}tg cslfg;:%eé statag?

A Az with other m ment respansibibiti i
other o it i
t;xgnt reapansibitites in Paperoori Mmgﬁ’n%i?iiwg?mu b
ga f} eXemptinn for information under security classification protection
asasuwr’ ‘gm A;:f; presumey Uhat sdditiona) requirenmnty may be fmpmmerd 40
e 3 at slassified netionst secutity information in appropristely nm-
.,de g or example, agenties yge flling cabineis 10 store most zmr:iamf%ed
Fapar Soctments, bul vse safes for the storage of clageified doepments .

OMB continués te have n good workiog relationshin ws
) ! ationsis i
By S O M Behy M o i e
b _ d inlernations! Affaies |
&gg Policy Board, That official works tlosely wit?tll'i:eaﬁt?aﬁ& szgntif
irator ;&g@ﬁ&;&gﬁmw tanagement practices fur classified infbrma.’
? Are procticable with overall information manngement

" 10, Soma Foders! sgoncies, partimsing: -

; 2 urly law enforcsment g
%ﬁ?ﬁs‘jg&ﬁg{;} if anwuil:gnt?‘;x& cge latowq]ﬁrf?x@wmw o mﬁa%?%%%am%%
sure that the privacy rights of jadivi ualy g\e m;?mman?l;sgamgiﬁﬂ%em‘ o ea:

& The Privacy Act authorizes law enforcement hgancies to promulgate

ruley, issued afle ic not
sbout. indivigmz; giﬁ:c nolice and comment, to axemy §‘v‘%&emm of records

and Heuse Commities on Government Ref i
3 wrm and Qve -

@?} of any new sxemplions. OMB reviews snch of thesani-zz az:;:;ﬁu?;s
ures preserioed in OME Ciroslsr A-180, which requires incly.

siont of the proposed ruling In the sgency's report,
i} Some FBY remulasi . ; ‘disti mets
o e sguﬁ sti v‘:ntizia for instanoe, draw Do distinction betwsen tradittanmd

: : and those involving Hles on law-pbidi i
'i_rizéiempfaymmz or White Hoeuse gocess. [ mﬁer case dy e ot seck.

b o review his of her file, to rebut any unisi megras sep Bave the

tained within, or to kbow who has res :
zﬂw bﬁ&mk this policy makes squal sm wt;?g m?m 8?03583 to the file. Ds.
‘ ground checka? z:vza investigations and

or vomplets; and enerally (o obtain o of the a nti
zgze been gran access 1o the fHe. Hmr, Con mﬁgn?&dwe?iw inggo
+ Apetified exemptions to the Ast’s acess, amendinon and acconmting ro.
gﬂ.;;rgﬁlfems. Thege axemptwi&im make certain &fstfnctions bmmn
crimmi ir;tf files and ground investigation files, ang alte-betwaen
Criina aw enforcement ﬁiesvangl civil low enforcement Gles, tinder the
fot’s o W’mﬁ’ provisiiny, en imdividual who has undergene » background
tigation has the noess, amendment, and acmunting rights described

shove, except to the exte i ith
reveul the igmiiiy of a mitfgiimﬁ?e ith those requirements wocld

. 12. Do 5 hility '
wel i ze}g::’i};?ni Fedgr:éy ugﬁ;};&gﬁ]hme & respousibility to follew the apirit, as -

v L ; cue a griminal jnw i i 1
rity would he jenpardized, should agencies be tximdwt;i g;fﬁ:@f inmitffgi:}amé ’
witkin the files, or to know who has requested or m%%ﬁimnmmmﬁ

A As with all laws agencies should il iy
v " ow th

f}iethg.g ?j‘fcy Act. Azencles should and do givz ?ﬁfﬁ&ﬁaﬁ"lﬁﬁm@? mmmm'
has S granteq novess o s o el O et files, am o knows whs

_ ) ; ; He. Howevnr, ri H
S S . a8 vy oty S o
criming! investigationg nnd mm?gmm NS o Lo Act includes

! st Curity. kgro i :
gt;r;lzg ;nzégzg:w ual generaily has the right fu f&gw ﬁf o m‘wstzga»’
’ W whe has been e extont that i

wonlE reves) the identity of mgxr:fti?i?gtizi m}::wpt o the extent that t_hia

ty Policy Beard converaing the man-

—
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15, Avother s of exempfion o Priery A SR el s
filen, i3] 1) % é
ﬁﬁ"égﬁﬁ&%&iﬁi px‘wmyyabwa puregucralic M}?ﬁiiﬁmy?‘ " » ynder .
A. Usder the Privecy Act, 80 BEengy way %“biﬁi}w’"g’“ ;:&“mw tab.
fiich infirmation mey be gistlosed. 55 pub g e far Cone
Xsé seontine wser” sut of recognition that it woud l znggsamg T eid,
« to Het, i the Act, all the appeoprinte YR O3 PeRY o crente gverly
Guls However Congress was siso eopearned that agencies B, C50 20 et
biind “reutine uses. The Act thersfore provides thRt & “routipe usel MOt
bi?“mmmﬁbba” with the purpose for which the mwmt{?ﬁzﬁ% e
“Through ihis com yibiliey %aimanz, the Ack %W?‘%& ot i
rowly apply thelr g:w%im wge® authurity. i additin, S s mﬁmﬂw .
agepcies to 660k public oomment, po & pro routin® use,
vide sdvance notive to OMB and Congross.,

i, REGULATORY APPAIRE

Fwith ¢ Eseou-
5 ownd Fedoral regulatory sclivities, firnt. goder B ‘
¥ %1??1’25?5%@&&& ;%wmam patends from m;mimmmgg o ?z;z;é o ;a?g&
N e e
gﬁ?%z:?gg} ?ﬁsﬁégefmm ?:mmﬁa’f hetion and interfarence with Canstitationally
stested Froperty Righteh . ‘ x
?’ hunst the development of s repe roview process, ngw?x:c }‘ﬁme
%% ing il6 propriely, Soope. and ¢ meéﬁmym i;:xs el ?&w
by + to which {)%R& may ;}m;mr?r Rongro} pgenty mlemaniig dec smpé the -
iﬁ%ﬁ?ﬁ of presidantial su i Exarutive Pranch agenciss,
maluny suthority debegn

W‘;"gif?m your views on the proper role of GMB in the Federal regnintory proe-

eas?

TN O
Lo pyenvies by

: i ished (MIVs robe in the Federsl fatory
mﬁ» pm:?:;:; %&Si"i:::ﬁ wﬁmwméi%w Oeder No, 12868, “Reguiaiory e ;;:;ﬁ
4 Bovimn,” cn Seplember 40, 1983, Then OME Director Panetts su

and Rev briefing aiter the signing: .
rized thiw Cirder =t # progs OO ation and )

“The Ksecutive Order that the Prregiddant signed Is 600 proregiety :
it i mﬁmfimgazgia:z £2's sowri «Za:mmgﬁggaéaxzm that %Wetiﬁf
e £5 ‘% the leost poasible b i Of Aoiiety., 1 eayn first Lhet gm
e e o ted iwhan gnd only when they are reniy segessary, ey
iy mﬁf«ﬁ: wwngxfwmav:a‘i &W "
i that t setes | feaders
data. . . . The Exeputive Order ma,zmzr s have b L.
ship role in developing P rof reguiations, 88 zhey‘:ﬁ«idm g

; fime, *
£ . implemeniing the lots . . - sipme fime,
::e;ﬂz%sgg zh?i& SgritEnCy . andf;ks necessily for having o centrolised review

fh ‘ ed § ‘Rrecutive Order define 88 -
tave Lhat 1he principles embodied in the Exgputive
apnggﬁ;ew role for GMR in the Fedaral regilalory provoss. '
%, Do you believe that MBS has Lhe avtharily to Teguire an BRENRY o revise, Can
1, tpone A propo
;ﬁeie?g;&f tgothe head of the agency by Congress? . »

A. It is—in general terma-—clear thal agencies, not {OMB, h;ﬂm Eﬁ&ﬁ h:;
tory authority to issue segulatipns. Un the other hand, the th?sﬁ‘.xecut‘wm
thrz&r Constitutional responsibility to oversed ang st e o

” oh. OMB, as suthorized by 8 pumber of statutes 4ngd Frest fin -
?em@vé supp::m the President in carrying vol Yia Conslitutional respd
sibilities. - . . ,

i le, plesse de-
t thiagk OMB should have 8 regulntory teview rale,
sci‘bzomtgﬁg:;i%r; pnmnm' ples that should govern that review. . ‘ l
“ A, These guiding principles are sel farth in E.O, 12864, mosib :_speqsguargg
iy section 1. ‘These pripciples were well sum_mamed by then Direc B
et ted gbove, in my answer to guestinh viil-1.

4. {)Mh exercises considersble power over Federsl agent
and management autherity.

Comgress, and pubdic distfosyre tnd a&c»‘

sed or fnel regulation that it has developed vnder suthority -

1es because of [ty budget
1t nlas wields extenaive powers 10 set the Federal Gov.

"

- for the review o

Ceping regulntions and when revipwing existin
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ernment’s rega%sw?' agenda wnder 0. 12868, Do you belleve thel OMB has ude-
guately and properly used U8 suthorily & belp ensure thal the regulatory process
is efficien?; rational, and &ir? Can you suggest haprovernenta?

A. The Bxecutive Order artiruiates seund principles of regulatory review
the procedurss and time-limits under which the review is condunted, 4
extensive disclosure requirements thal ensure thol the reguls FOOERYE
is efficient, rationszl and fzir. It aisc establisheg 2 intary ‘ﬁ?ﬁrk'mg
Group composed of ¢y representatives and White Hovse advisers s
which government-wide regulaiory issues may be disvussed, lncluding ways
o improve the regulatory prooess.

As I become more familiar with how DIBA carries aul M8 responsibilities
gnder the B0, [ will work with the OIRA Administrater fo continue 10 im-
prove the process, : )

3. Abolinhing unneeded regulations and revising regulstizns in need of revision
have beeq tad to redace the cost and burden of Federal tions, What role
4o you think QME should have in agency review of existing tions?

A E.Q, 12366, in section 5, sets forth agency and OME responsibilition
. } existing regulationa. Agenties are slso reviewing eristing
reqdations and existing regulatory programs 2s a result of Presidential inn
tinlives and reeommendations from the MNational Performance Review. Aa
these ageney initiatives proceed, OMB participates through its various com-
ents—ng 2 ropline mustter in evalusting the bedpetary financial, rego-
ntory, TRM, and other aspects of these efforts. This i8 a traditicnal and ac-

# mpfaff OMHA role that should contitwe.

6. There iz considerable controversy over what the proper balance should be be-
tween the benefits of regulations designed to protect the envirenment and the public
health and safety, and the costs those regulations impose on the etonomy, How do
{au beliove thut balence shogld be determined? How do you believe that OMB can

eip to sehieve that bajance? .

A. E£Q. 12886 sets frth regulatory principles designed o help inform
repuistory decigion-mekers. Ultimataly, however, the balancing that has to
be made da;fm}ds upon the judgment, cumimen senge, and experience of the
regulaieey decision-makers.

By statule, regolations are issved by the mganaibls agency head. As a
matier of the President's congtiLutionsl regponsibility to manage the Execu-
tive Branch, howsver, the wore important a regufation»the greater the
benefita, the wosts, the overall pocial impact-—the mare likely il is that & va-
riety of Bxecutive Brapch officials will vontribute to the decision-making
Process, .

%, How much weight to give to risk analysis #nd cost-benefit gnalysis when devel-

wing F regubativns has generated n great

deal of vontrgversy, Hoew do you think risk ana gsia and coat-henefit analysis should
be uved by spencies in rulemaking and by OMB in evaluating that rulemaking? In

instances where an agency disagrees with an OME'a evaluation, how do you think
that disagreement, sho%:ld resolved? ' ¥

A. Risk analygis and cost-benefit snalysis are well-esiablivhed methods
for evaluating—in both seientific and ecopomic termy—the direct and indi-
reet impaeta of possible regulatory action. With greater or lesser precision
wnd level of detail, these analytic wols have been developed and used at -
agenciesy for many years. These analytic tools ave, however, just that. Risk
analysis and eost-bevefit analysis can be very helpful, and in muny easea
eritically important. Bui altimately, such analysis can only jnform reasoned
decition-making, not substitute for i, . . :

E.O. 12866, in seetion 7, specifically prescribes how an sgency should
geek 1o resplve o disagreement or conflict between en agency head and
OMB, Bagically, such 4 condlict, i to be “regolved by the President, or by -
the Vice President abting at the request of the President.” As o gensval
matter, however, ageney regulatory decisipn.mabiers and OMB menage-
ment—including the OIRA Administrator--taltk and meet with esch other
very frequently. Only in rare ingtances will 2 disagreement not by sesobeed |
through thess informal digeussions and meetings. - . )

bl
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- 8. The Small Business Regulatsry Enforcement Fairness Act (Titls 1T of P.L. 104~
121) passed earlier this year seoks to reduce the regulatary burden on smel) enti-
ties—business, State nnd local government, and other organizations, 1t also peovides
fr congressional roview of new nations end thelr reaction by joint resolution. What
do you foresee 88 OMB's role (o help maeke this Act effective? How do you think
OMVB can help Congrens to evaluste pew regulativns in order to determibe if they
shou'd be rejected? .

A Title T1 provides o role &y OME In twe sgeciﬁc wi

UGB 60%b), the Small Business Adwocate, OIRA, e /

OSHA are i i in » review panel concerning certain rulmmakings.

pariicipais g
Under 5 USE, 804D, OIRA it to find wheiher & final agency rule i
that 80-day

. Under new &
gither BPA or

“major” and thos i3 5o take effect onlp alter &G ¢ uniess
delay iz waived v the President ander 8 UG, 803 or by the aa‘gemy
wader 5 U.S.0. 808(2). Otherwise, Title I directs SBA and reguintury

agencles generally to updertabe » sumbey of specific acticos o improve ar
.angiyze rule-mekings, same of which codify initiatives developed under the
National Performance Beview ar in the course of the White House Cone
ference en Small Busipess. T the extent that issues arise relating to Title
iL OMSB will work with the S8BA and the agensies to help the agencies im-
lexnent the Act. As most of Tille 11 did not lake effect until June 28, 1996,
owevey, neither OMB, BBA, EPA, nor O5HA have very much experierics
implementing this new legiaiation, .

With respect to the Congrossional teview provisions of the Act, consider.
ghle data are to be supplied t Congress by the sgency issuing the rule.
Should a Committee reviewing the rule seek information or assistance from
OMB, it would certaindy fulfill Sts traditional role of responding te thak re-
quest. .

9. The sRMe Act provides that regalations isaued bg' the Eovirenmental Protection
Agenpy and the Gocupatisnal Health aod Safety Administration be reviewed by a
panel to onnsider the impadd of those mgulations on small entities. The panels are
to ronsist of officials from the Officr of Infrmation and Reguintory Affalrs, the Of
fiee of Advecary in the Small Business Adsmnistyation, and the sgency lssoing the
m%uiazﬁa:m Giiven OMB's power, do you think participents from the other agencies
wiil bw sssured of an equal vaice In decigion-making? How do you think disagree-
menis aver the impact of these repuiations should be resolved? . .

A. The review process in new § UBL. 408(b) takes place bufore the no-
tive of proposed rulemsking is published for general guizi:c commnent. DIHA,
the Smel Business and either EPA or DBHA avs, 23 “a review
purel,” 1o “report o either EPA or O8HAL oo the camments of the small
entily representatives and it [the panels] Nadings” as o cortalin lesues re-
inted to the Hegulatory Flezibillty Act invelving a draft proposed rule-
making. This report is to be “made public #s pard of the rulemaking record.”

This report will consist of the views of the panel. I sn individual agency
wants to malke specific recommendations in this report--or in an attached
“separate stetement™—it will be uble to do a0, In any event, interagency dis-
fgreemants on the text of such a report will presumably be ed cut in

e informal, collegial manner in which such jssues are normally reselved.

10. Until 1993, in its anpual Regulatory Program of the thuited Stotes Gouvern-
mens, OMB grovided very useful siatistics on the number of reguintions i reviewed
and aetiong it ook oo such regulations, s well as on statisties on the number of
regulatary documents and pages in the Fadersl Reginter pmmm{ig the office of
Fudoral gegist%r‘ Do you koow why the statistics are ne Jonger provided? If you are
confirved, would wou be willing 1o inclode those sistisiics m the veurly editien of

’ gw bi-yearly adition of the Regulatoy Flan oo the Unifled Agenda of Federnl Regu-
LS.
- A, Consistent with the disclosure requirsments in B0 12884, OIRA
cmsintains o deily log of those regulatinng submnitted fbr its review,

places this information in OIRA's public docket room and on the Internet,
A monthly and sanuval summery of QIRAS sctions is also ¢ompiled and
placed in UIRA's public dockel room. Numbers of vegulatory peges and reg-
ulatory docuiments published in the Federsd Reginter are available from the
Oifice of the Federsl Register,

1 s sofermed thet the statistics are not published in the way they used
to be becuuge it was believed that the current systers provides more wseful

ki
t

4

. 885 are elucirnically wvailable, whish
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and timely information. If additiona) Informa

that wa cou Einf ;
ety B fry Leg}umate rosguesta iy 8

tion is needed, § pm confid
way that Is both 2:2%"::2’:;1&1;:}2?

. FROCEREMENT POLICY

1974 (o provide gvarail directlony of :

to 1mgmiéixce zggﬁiiy st mmﬁ m?{mwem M%&%e&mmﬁmiﬁ ;‘%mgyaws
St g Shacted - @ £3fien of Foders! Procuremeant Policy Act Ammém‘mg z%&
Admieieih g;;}gnggﬁy%&mimhed OFPF within OMB, and c!s&riﬁgg&g ahg
fasue bmplenons, & iy zm Al governmentawide procurement poiicy and o

The 1 ' £ Act { ‘
23rd Congress enncied the Federst Aequisition Streamlining Act (FARAYL »

| Wmprehenaive procurement rof : !
vilian and military aequisition ;Q&‘ig‘?og Siked jo streamine the $196 billion .
revisen several hundrod exisbing statutos .

e, in an offort to streambine and simplify the

: -procurenient requirements. The i isiti

S0 o J simplified g tion thres

ity 0 procorement e g oL o mﬁﬂ“’&‘,}’“ﬁm i Brovide greater faxiin
5&: 9 y and economically. Micro.

purchases, und S
ofpumhmlégrs:_ $2.500,_can now be me in paperless transactions with the tisn”

1r In sdd.ition ic invﬂlvemenc with Lo e '_ .
A0 active role in developing guidefines %?ﬁgiﬁtggm‘;igg‘uag ilfa%ﬁ Yoy

ASA?
A. I understand thay OFpp i ¥
" mgéer?{geuiah&rge for im menmg?&i ﬁf?;%g% igj o ’?émggzﬁ
m 3 I3 a
recity woh Hhose &gg é&:ﬁm, wiieh allowed nteragency teams fo work db.
Hew i

i
How successil ﬁt?:gt?zis uge
A OFBP is hoavily involved in ;

Jean roItot . " . )
g};%h cgg.hagsm &3 electronic ‘”Laﬁags,u ﬁ:gch agzztr&néi; 'vj%ﬁ:imw-?’?
Use of eh;’; fﬁi‘fﬁ{éﬁ’&%ﬁﬂ}& gﬁd Ji%uisfkian Reform Nat { E‘TE;"
0 maximire item v_isibiE;ty, facilitate cusﬁgﬁﬁi{i%‘i&laﬁ; tﬁltflogs, help

pmdum, nwd g]tnphfy the orderin availahie
; j process, T
provide quick and easy government-wide Accens t:); : “;iedgl.fa:i:l?;b;?tmy mm'

. Mercial products. We hope to placs links oo

catalogs 5o that they can be ARNED to these electronic

| ily accessed
goul af issuing solicltations r:caggv;i'n a2 e e FACNET
_goal ; proposals, i
kronically has proven to be more mglamstic tﬁw?z}gm? gigﬂghiw;%déﬂe}i‘ei

B project joiatly initia Wt
Ot fgfi% xga Hr;; uﬁgg by the National Pesformancs Bavigw, DFEP, the

ban inchuding best pructices guides, pdic) 1o e
«%ﬁ;&? ontracting aetivities ha%e haz}zew ;‘gﬁy s%i&z:é a;g& ey 5 ourses.
o8 procurement information Ginchuding s aod domf where ad-

and
_TBYes. . 8 especially helpful to small buai.
OFPP iy ales working with OIRA and OFFM 1o beuer integrate procure.

munt and Bnunce oparations so
: p
p v o . P that m{am’s of the business PrOCessed £re ov-

3. How can OFPP be further revitalized 1o meet the major challen

eral procurement, and what rols will the Adminigtrator play within Oﬁg;{ﬁcing Fed-

A, During the Clintin Administration w:
. snistration, with the sy ? i
s‘f:é aﬁﬁ?ﬁﬁi uﬂﬁz?;g:sé?rc:& Eitf;-igw and af thig fr:ﬁmpmgé%g’mf iﬁfﬁ”
] 4 K retiv rocurement
tributed substantially 1o bringing about changer: ?nngrggfrﬁgesgﬁa&aﬁm@:

Prosurement Policy (OFPP) was establishad within OMB in

23], Briefly, enactment of FASA .

DFPP take *
e

s

i
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tailiom, and ?;olicy thiat are sonsidered to be the most significant since the
ennctmant of the Competition in Contracting Aot of 1884, T undersiand that
QOF Py exfgg’tiw hay frequantly been relied upon by this Commities and
sihera to faciiitate the kind of productive aoalysis and discussivn of issuen
that are key o making provurcment reform a bipariisan suceess,

OFEP Administrator Steve Helmsn has been particularly concerned

“abeut making sure that reforms reach the front Hue. He has levergged

4, With ennctment of FARA, an ageocy can sow consider o contrsctor’s past per
formance, management skifls, nnd workmanship in its doecision 5 awerd supply and
services coulricis based on besb-value procurement, instead of lowest grice. How
will OFPP edurate the Pederal ghvilisn soguisition workfome o inplement the naw

£FPP's regourors by securing agency pledges to implement refortns on par
tiealar comtracts, wcrkinf with agencies W identify best practices, aad pro-
¥iding & lorvm for-front e procurgment profeasionals o share their idess
end reactinne with him and hes staff di X -

OMEB has begun to pucgesd in making procurement reform an inmgra]
part of the work of each of the BMOs, as envisigned by OMB 2008, ! under.
stand that procurement reforms have been used ns @ sourcs of budpet sav.
ings and mssion enhancements apd that ;’gem:ies’ gmgm @ implement-
ing procurement reforma is being messured as part of UMB's implamenta-
tion of the Government Performance and Resulta Act.

1 fally sup the OFPP Administrator in his effaria to dring about pro.
earurnent reform and ensure i taker hold on the font line, The OFPP Ad-
minisgtrator must eontinue o pisﬂv‘: prominent role within OMB ss the foral
point for the Administration's efforts to enmme the procurement procesy is
responsive to the needs of age missions. In this regard, T wilt continue
t¢ promete the OMB 2800 éoa! o in%&t&ng OFFP iutintives with OMB's
other weork i enhsnee OMEB eversi] effectivennss, -

regulations?

&, The commuon cemmetcial practice of using centractor Fast purformance,
inclnding management skilis and workmanghip, in the seiection process for
new gontracts has been an OFPP priority. The OFPP Administrater estab.
lished a pledpe program with 20 ageacies to use past performance in the
pward of 50 conirects i Jenuary 1994 The pa of FASA was weloomed
ag the stetule eliminated any duubls the spencies had aboeut using past per-
formance. The new policy wes implemented in the Feders] Acguisition [53:;;
ulation In March 1985 and "A Guide to Best Practives for Fast Perform-
anie” was &bﬁshed {he same month, Over 3,000 aupies of the guids have
been distributed by QMB with agencies, and OFPP is providing training te
goverswent and contractor persennel, {iver the last year, the vse of past
performnance in source seisetion het becoms an acoepted procuremsnt pras
tre nerosy the governzoent. -

OFPP is leading an interagency team to revise the “best praciives” guiée
to reflect lessony leernod during the initial implementstion process. QFPP
siaff has also ponducted trainiog sessions rs well 83 promstnd the initiative

through the President's Management Council. As past performance haa be- -
come a more important fagtor in determining who receiven captracts, the |

private sector has responded by offering training courses,

A major task for GFPP in the future will be 1o ensure that past perforny
ance is usid to streamline the source selection process and that the contrac-
tor reports required &t the completion of every contrast are rompleted in &
timely manner. . .

. How do you respond to critics who beliave that FASA gives too puuch discretion

e the procurement sfficial in the Bnal decision to award o contract?

A T am net aware of any provision in FASA or any other recent aoquisi-
Lion reform: leginlation that gives procurement officials too much diseration.
The enscted reforms have stresmiined the conirscting process both by
gliminating many of the provisions that make arament progurement
undgue from commercial contracting {e.g., sebmission of detsiled cost infor.
matlon with every proposal) and by adopling succemful commercial prae-’
tices {» g, consideration of past performance in esures selection), .

in the past, the Faders] Goversment sought 1o develop rules governing
every eonesivable olreumstance. Whenever the eystam feiled to produss ac

.
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« B Rixteen months after the 1994 passage of FASA {ongress
- fzation Bl This Jaw suthorizes addits : igitien paoee
by allowiny bpencied ko procure item?’?:;zfa';gﬁm ;l:;?;{?;&tfmqms?t\mn i

€2} What injtiatives will OFPF takn i
: (o overges isitd
pracess for Exerutive Hranch agenvies leading to the i’ii:ﬁgifﬁ?t the soquisition

{h) What 3 yo it )
reformg oo 8 d&%&z:;epgsll;m o t_he Brudance of doiny gevernment-wide procurement

-mercial buying practice for ideas and be
. Eovernment procuremunt, In gaing 8o, we must slso work

fumnitieed with ex
- & the specific legislative vehisle used to enaet procurement reforn’

agency in leading an
| §overnmental mﬁti

i1

veptable results, the response was to m “
ta, the ake the rule ;
?’,ﬁfé%ﬁt aéﬁcmls discrotion eroded to the point mi’?sﬁﬁ:ﬂ?ﬁi%ﬁ@
b wbcmzmtab}e when o muwmaﬁ‘aila&. We basically developed
Wm &:‘% (ﬁiﬁgag :ere fauch more Hkely 1o be called to task bei;aum
wiheymng hed o propar procedure tiaw hecausi they made the
There now iz & clear wongernsns i )
ez : o {avor of chang;
m&i tt:’x:?mnfgs ralher than dxmxem. i su per?g:f?ﬁ ?!i;nm,}tu;%z‘ghﬁdh{:;
N nglze. of tha Yice-President’s Nationa Parformance Ig‘;riw it
# Loemmilisa's wyk as reflected in the Government 'Peri‘af::a‘;x
: for- agencies ;
ﬁ:}i ga.c:;:‘em ‘mt&’mm&ula and performance gosls for aaquixii'iax:opﬁxi?ﬁzifg
curetient oflicats the dicretion paasenry oo el 5, W must give pra
2 i H
meant and comman senss, Only thaw will 'we be able iomll{ﬁg ?hﬁgzxf?wénwni

able. In this vain, § note that OFPP, with OMB support, has bean working -

with the President’s Man :
jog - agemsent Council to deve !
aBrwies progres i fntressog e seupanesvenent b o e oL IS
Ageacy minsion end taxpayer needs, Procuzement gys.

A, The enaciment of the Federa! Acqaisi h ;
@ . )
represpnts nnother oy milestone i aﬁ? ;;;&?gg}iaigi? wﬁ@?&iﬂtﬁf

© prentd, commmercial-gtvle procirement system. Together, FASA and FAA

have Iaid 4z impertant foundation that will enshis us te transform sur pro-

Lurement sysiem into one whi ;
mercial bying pracecen. hich emuiates many of the most succassiul com-

. Even before the
tively g aggmwigemiy w? ﬂz:f FASA ang FARA, (FPP has heen working ne.,
clices. 3
indicator of a contrartor's potential in th ion prove
?z;mm ﬂzﬁ ggd tondractons socouniabie fop pﬁrferm&h?&i&m g?temati?fz
T !em" pute meglgtion, OFFP will need 1o continue Lo wark with
Agenten to make sure these inftiatives are tong lasting. -

These accomplishmenta notwithstandi
acompt nding, the fnd; i
;z: ;t:t, in ?énwng o work better and raduce m&&fﬁ?&:ﬁu{%ﬁ b?fgm;:g
umie that current way the government dues huxiness is opt}rmi.

lars. e of the best WOYS i verif i proey TOCHSE
] f¥ the caliber of our

i Lo compire them to those used in the commercial world, 1@”@‘; t% sa-
arks is becoming commen in

. * W avyl
100 with provess, pliminzte those rcesses with low va;f:ltg;é i

vontenirate on results. These ore trends that |

rarate on slrongly endorse ne key 1o

shisiog our Qﬁg Oéxéemefza syxftem to the level of world clasy moropanies as wo

- The Administeation wilt sonceptesie oy its of procure: farm.

legistation, working with the G&vemn?gag.‘f ?g’;lut; %fm;:’i?ﬁfﬁm ‘
pertizo. The Administration will defer % the Caagres;

X, INTERGOVERNMENTAL RELATIONS AND £RANTS MANLGEMENT

L In the past, experts have b :
rta. have recommended that OMB - '
?wa;d;natmg the Federal Government's ?ﬁfﬁf&@%ﬁ& E’Zitﬁf:
ans policies. In recent yaprs, ihe agency has appesred to give lit.
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minigtration has endorsed in prinviple. What sve your views with regard o waivers?
What tg;-mczp!:es wonld you use o govern approval or dunisl of waiver mquesta?
msh x;; surge of interest in walvers indicale that the syubem needs fundnrmental
CVRFRiiy

A. Waivers ave requested for two basic ressuns, One ia o tailer naticoal
progranss to the specifics of State or locad situetions. Waivers of thin type

5% -

tle atiention to this rols, How would you define DMB' position? Wonld you prganize
the agency o better perform this function? .
A. OMB' rocent activities in the erse of intergovornmentel relations |
have been significant. The Clinton Administration is fbrging o new parinec.
ghip with States and local governments, and OME han boeo W she fenter
of &i& activity. These afloris i:}rizzéz{gzing Stsles Sexibillty 0 experhnent

-

R —

T e -
e

=

; : ity rograms such a8 Modipsld and arg peailable under & wide range of guthorities. Thy purpose of waivers s
g:gxé ggz;g mgzif“i%% g&mgﬁmmmt Zanes and Eniers o make the delivery of Foderal assistance tore efficient without undermin.
i Cominunitios as the bemnning of 4 10.year Wﬁmgﬁ in é}&mmaﬁgﬁ 2 ing the integrity of the Federal programs or increasing Federa! coma, .
wém@mmémmzmﬁmmmmm% k provide . A second reason is 1o test new i zuals of programs,
incresved Dexibility to States snd jocal governmanis on how programs are The most b::éé-ran?ing research aw . &aﬁs@?&m%&wem :rw pm&%}%
run in exchange for increased scesuntability for results; and supporting the in Medizald sand welfare programs. The Administration hes entoursged
Oregon Option to design snd test & results-oriented approach o imwrgov- States to propose demonsivations io test new ways of mesting the goals of
gramental service dalivery. i - AFDC snd Medicsid The Administration's meperionce with these waivers
OMB has played 8 key role in the development and implementation of - was g major factor in shaping its Medicaid reform and welfare refors poli-

each of these sfforts. During my fepure as z;};?;cw::, UMB will continue {0 cies. -
b @ catalyst for & new State-Federal partaership, with all pariners working T Medicaid, the waiver process has provided States with enhanced Sexi-
to develop clear performance goals for government programs snd acwoobl bility ta test ways o redenipn and manage their programs, while malniain.
ability fur achiaving results. Coosistent with OMB 2000, T expest atall from ing the Federal Guarnntee of coverage and benefits io cstegorically eligible
sach of OMB's Rescurce Management Offices to be involved in these croas. - populations apd ensuring budgel neutrality. For example, several Htates
. outting efferis. " , a?zt Bt:;s:;mg w‘;ys to ugdaag coverage while not i:?u'emsi mw,l ‘P?zhgn a;i!l
i y i in inte ental, especially Fedpral-State rels- or the. currently approved demenstrations are Loplemented, nearly 2.2 mil
&ia{‘?;‘fsgfi;&&g??{z;wwgo ;?_._ ;?Wr%ﬁﬁzm‘? xﬁqm{’?? yg({x {;'f,imm on the wpe lion individuals who did not receive Medicaid eoversge will ba aligible for
propriate role for the Federal and Stale governments as the United Stules ap services. This Administration has approved 12 statewide demonstration

yosrhen the 2ist century? If devolution extends to Stabe-local as welf as Fedoral-
(aite velationahips, how will local governmenta be affected?

A. Devolution is a major theme of world-wide public goctor reform. This
instudes develution of responsibilities to other Jevels of government, as well
a9 moving decizion making from the center to operating depariments.

Devolution is based on the view that decisions made closer fo thair actual
point, of impact by people with greater knowledge of likely resulta are likely
to be butter decisions, There has long been a debate whether w centralize
ar devolve authority, 1 believe we must now be willing to move in buth di-
rectiong-devolving many operating functions while centralizing critical pol-
ey making respongibilities. For example, there needs @ be a strong cnpac

. ity at the renler of government to delermine areas of invelvement and the
© genersl strategies (o be ollowed, to aliocate resources to reflect strategic
policy; 1o monitor progress; to intervene in exceptional cirtumstances; and

to manage the overall reforn process. . :

At the same time, it in squatly important to devolve more of the gper-
ations of geversugent to thoue closest to the problems. This means replating
highly centrelized, hierarchical organization siructures with & gystem that
movey demigions on service delivery closer to the peint of delivery, whers
grester relevant informetion and Sedback from clients and sther interest
groups is nvaliable, . -

In intergovernmental programs, this means moving tewsrd more flexible
fanding grrangements, such sy performance parinerships. Perfirmance
partnarships cooaohidate existing Federal programs fnlo g broader, perfrm- . .
mm‘bmf;ﬁgt, where Riste and local administrators gre giveo increased
flawibifity in sychange for echieving defined results that embody the na-
tionsl norpene justifing the use of Pederad funds,

The best sxsmple of the perftrmance based approach is the “Oregon Op-
stan™ where Feadoral offivinls arp mr&m%;ao suwpend most Pederal adminis-
frative prmcsdures, I returs for this Hexibility, Slate and local officials
would siree 10 meet 8 set of spacified sulopmes. The Oragen model clarifies
{he natisnel purpose underiving Federal funds by requiring 2 resuliserd.
ented procsss thet defioes gosly impertant o Oregon ctlizens: healthy chik
dren, stable Bomilies, and 8 hiphiyarained snd compeditive workforee.

3. Conalderable emphasis bas been placed by this Admivisiration on the use of
waivers as an alternative o msior a‘estmcwrs;;g of the Federal groat aystemn, Waiv-
trs heve been granted in major wellore and Medicald program experiments, and are
& significant companent of the am yment mnefenierprise comuunity program
and the Loeal Empowerment sod Flexibility Act {HL.E. Z086; 5. 88}, which the Ad-

PrrrpT————

waivers--11 mors than had ever been approved before.

Based in large part on iis experience with waivers, the Administretion
has propesed a carsfully designed and balanced plan to reform Madienid,
The President's plan-gives States flexibility to meet the needs of the people
they serve while preserving the essential guarantee to coverapgs for prey.
nant womsen, children, people with disabilities, and elderly Americans who
depend on it. It would alse maintain shared financial responsibility with
the States; and preserve the Federal Guarantee of a mandatory benefits
package; and provide States far greater flexibility to mabage their proe
grams to pay providers of care and to operate managed care and other ar-
rangements, .

In welfare programs, States sre teating new and innovative ways of help-
ing low income families bevome cconomically independont. The Administre.
tion huw encouraged States to propose welfare reform approaches o test, [t
has granted research and demensiration waivers to States—far mora
than any previews Administration. ‘The Administration’s policy ol sneaurag.
g experimventation has undoubtedly contributed to the %?dgaing rapid de-
cline i wellare caseloads. Resed on this experience, the Administration is
cominiited 1o wmgmhensm walfare reldrm that gives States more flexibil-
]y, incrpases work, aml protects children and other valnerable individuals.,

Lt comprebensive weifare reform iz enacted, I suppert continning W
use the waiver process 10 give Btates the flexibility to test new approaches
as jong ax children and other vidinerable individunls are protected and cosis
are pot nereased, Similarly, 1 support expanding the number of States that

receive Modicaid waivers thel promete the Administration’s vision of Madiz-

aid reform wnd do ot invrease Feders! ooste: T wonld expect the Adminis.

tration to santinue using the APDCO/Medienid walver review principles and

x wres that ware dewelaped In consuliation with the Siates and pob-
heed in the Feders! Heglater in 1094,

Htates angd localities are sloo using waiver floxibilily to test new models
of communily and coonomic dovelopment service delivers—through the
Empowermment Zooe sod Boterprise Comomunity {E?)P;C}?egisia&m pro-
posest as part of the Fresident's 1993 economic program aod subseguently
enacted by Congress. Under the EZEC lepisiation, designated localities
have sulimitted reguesis for waivers des o help implement their local
stentepie plans. These loost requests, often developed as port of a com-
prehensive roview of eity, Blate, and Federnl rules and regulntions sffecting
the locel plan, provide o oppertunity ' test alternative Jocal spproaches
snd provide performance informetion on the cutputs associnted with the
focal strategies, . . . .
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6 i Executive
Tenth Amendmént Enforcement Act of 1588 would require the X
- Br%n?:xeaud“;gem?é; when proposing to act thrutgh the rulemaking gé‘msa in ::
manney that preemols Btate law, & provide all affected States toticw snd an oppa
elected or :
vt:t':;lgyﬁ?; ?:::ﬁe:‘}feﬁgxﬁgiw Branch &ad OMEB comply wigﬁ this requirement?

; . . . wity
Agencies slready provide an aflected pariies notice and an opportuni
w%ﬁlﬂ!ﬁeﬁ& ﬁ: all rgzgﬁaﬁim of geraral applicability under the &{img}l;
trative Procedure Acl (APA), uniess good cause is shown, Using ﬁmﬁ :
process, Stote governments frequently comment on pegulations that ech
" them, andl ngenties entourage such comment when imporisnt iggues, m&c
g3 preemption uf State law, are iywelved. Moreover, Title 1 of the n{
fungf:;e ndates Referm At requires sgenties o enguge in meanmgfl:s
and timely consultation with Siate, local, and tribal gmmw;mtsgan inm
vontaining significant intergevernmental mendstes. In addition, Exed

Crrder Ne, f‘%ggii specifically states:

“Whenever feasible, agenties shall saek views of sppropriate Stats, Iw_ﬁz
und ir;:::i slrﬂcisis be{ca;geimgsins regualstory mqui‘m;mg?ts that might sig
nificantly or uniquely sffeet thove governmental enzlneaU funtnd Mamehes

ropo ! ar of implementation of the Unfun ania
Ac{hfmn&&%am?i? Ma::i:h 25, 1996, details many examples mﬁj
ingful ageney congaliation with their intergovernmental f‘gfa 2 a:;n A
the agencies should continue to cnsure that the perspastive of § %%?WW
ment on issues tiat aifect tham, including preemption issues, is given p
r congifleration prior te issuing any reguistory action,

& What does OMB do W keep the Faderal Governoyent from intruding into arens

of traditional Biste and local authority? How can OMEB's efforts be improved?

. ) 4

. of the centrnl principles of Executive Onder 12865 is that Federa
ag&}ggshould harmli}m t.bap?;?raies with State, local, and tl;lsba{_ BrvEr -
neens policies and programs, and should consult with sther jevels of govern.
ment ou isgues thatm them. Moreover, under E.0, 13874, Federa ag?n-
cigs are o onsult with State, local and m’mz goveltipenia regximg Fat] eis
that im tests on them. These potivities were refnforced by the m{;‘;
alons of the Unfunded Mandates § Act; the frst-vear mgm:. 9§§ the
"« implementatinn of thet Act, submiited Yo Congress on March 22, :
L&igs many exampies of sucosssiul vonsuitation,

i iniati hut thay
6. Doss the OMB raview propossd legislation amd agency rules to ensare ¢
fall within the ronstitutional sutherity of the Feders Gfsremmeﬁt gzé-{;m thf (.’.3.?:;
of rules-—the authority given fo the ageocy by statute? How can OMBs x:; ew;
proposed rules and atatutes be lmpreved in this regard? When dealing wi ;xé icy
affprting aress of toncerrent jurisdiction with State and 29@1; governmient, doos
OMB contact State or local gowenunents ey their representatives?

. M rdinates the review of statutes and rules that raise constito.
tiaga?gxgk?owim the Department of Justice. With respect to ktatutory nu:
tharity for reguintions, os noted above the apenvies have rﬁcagar? resptg;}
sibility fur essuring tonsistency with statutory provisions, OMB may r??:x "

" wsues during the review process, hut bitimately the agency is -miﬁ’é’m
for the reguinigry sction, With respect to uress of eoncurrest jurim I;ctdm,
see answer to L5 Finally, | undersiand that while ordinarily QMB does
not initiate contacts on specific igsuey, it does ment with affected enm:e:
that sontact OMB and over the pasl few years has had seversd such mee _
ings with Biute and loval officials,

7. When dealing with Ig_l;r% affecting aresa of coneursent jurisdiction with State

and foca] governments,

reggfitatives? | ) ) ) . M o i the'ant

A. This questinn i similer to the previoys question, A« giated In the an.

awer 1o that question, 1 understand that while crdinarily OMB does hz::ﬁ ind-
tinte contacts on gpecific fywuey, it does meet with affected entities that o -
tact OMB and aver the past few years has had sevgral such meetings wi
State and bocal officials.

8 The Unfunded Mandates Reform Act of 1895 (1, 104-4) required Fpderal .

i inelede State, tocal, and tribal government officials in the Pederal yule-
ﬁfﬁﬁ?@& mdsw consider the impact of reguistiona on the public and private

inted State snd local governmend offf-

y N Y

MB cuntact State or local goversments or their rep

I
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sectors. Hag OMB been Involved in the implementation of this Act? What has the
Executive Braach acoomplishad sinos thy At went jnte effoct? .

A. Pursuant {e ¢ Presidentia) delegation, OMB issued puidelines apd in-
siructions w aygencien regarding their mglementation of Seetisn 204 of the
Unfunded Mandatas Reform Act on Septamyber 21, 1088, This guidance,
which fallowed inftial geossal implementing guidance from OMB to agen
cies oo March 31, 1995, requires agencies to provide State, Joeal and tribal
Eovernmenis an epporlunity fo icipate in agendy development of regula-
tieos that contain significant intergevernmental mundates.

Iz addition, during she past yerr, Sections 205(c) of the Dnfunded May.
dates Act required 8 w certify 1o agehicy compiinnee with the
*regulatory alterpatives® viraments of Sectlen 205 of the A¢t, and Boae
tion 208 requirnd OMB o submit & report 1o Consrress discussing Expoative
Branch complinnce with Title 11 of the Act, OM8 submitted the cextification
aod report on March 22, 1998, The repary details the steps that agensies
have taken, to ensure that State, local, and tribal goversments can wybic
pate meaningfully in the regulatory process, and Gemonstrates that agen-
cies have taken seriously thelr responsitilities uuder the Art -

9. Considering your post mols 2% an adviser o the etoiet of Columbia on various
issues, the current Hscal problems &ﬁwe Disteies of Columbia, apd the oprow-
ing nuthoﬁfﬂ of the Thstrict against the asury, what rele do you anticipate play-
ing as the Director of OMB in effoty to assiat the District? wi do you view as -
the Foderal Governments Snancial responsibilities to the Thmrict? ’

" A OMB vontinues o play its primary role as coordinater and faciliiator
for various Administration sfforts related to the Digtrict's fnsncia? slina.
stion. OMB worked elogely with Congress and ths Treasury Deprrtment to
draft the District of Cofumbie- Financial Res;mm”iﬁﬁlg and Man =0 -
Assistance Act of 1995 (PL. 10483, which createg the District of Columbia
Fiasneinl Assistance Aythority. The Agthorily’s prispary role is (0 mssigt 1he
Dimtriet government in deve ing a malii- - finapeial plan to stiain

* budgetary balanpe by fiscal year 1959, OMB stall have provided support
ard sasistance W the Autharity a8 it beging ita aperations, :

At the Pregident’s request, Director Riviin chaired an imp.ragem; work-
INE group on the District that met every 4 to 6 weeky, T confinmed, T would |
T this group, through which representatives from relevent Cabinet De.
pariments provide immediate technios! sssistanes to their District counter.
PArts; sssixs resouros constrainty, and identify long-ringe solutions to
strucisral problems of the Disteiot governmaent in their program areas. )

; ¥4 GOVERNMENT SPONSORED ENTERPRISES

{38y are chartered by act of Congress $o sroomplish public purposes, with the
e most important being Paderal Naoticne! Mortgage Association (Fannie Mae) s
Federai National Loan Morigage Corporation {Freddie Mac). The Fadoral Govern.
ment inplicitly guarantees nearly o trillion dollars of enterpries obhgations and
mwrigage-backed secorities. .

in 1988, President H&ais’m'a Contmiission en Privatization recommended that both
Fanniz Mae and Freddie Mac be Tully privatized, o subsecuent yours, other studies
have made similar moommendationy. Most recentl , th ?t Of
fize (CBO) concluded that whatevey need thess mey have been for theln hua lnrgely

tea to these privately owned thyporations. As an afficer of Fannie Mag, you have
posedt io sit€ring the cherent relationship with the Federa) Usveroment,

. iven this, your views g GOEe generally end Faonie Mae io particulnr are ipor.
tang —

1. 'What are your views on the recommendations of the recent CRO report?

A, It snswer ty an sariisr guestion, I ‘neted that, if confirmed, 1 will
recige myseil from partimﬁ{ing o any particular matier directly and spe.
eifiecall haffe}:iizsg g"a:;?ie e&aﬁlm é:: which it ia & mr?r or reprewri;s a_
party. Therefors, if confirmed, I will pot participate i pofieymaking relsted
o the CHO report as & may affect Fannis Mae, b e
- Howeyer, 1o be responsive to the Committee's quention, end only sddress-
ing GHEs generally, | cap ey that it is unwise to generalize about povern.
ment kpousered ebtorprises and praposals 1o change them. Eneh fype of
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i janine, structure, set of benefity, and manngement up-
ggic}!;” 'o‘?htkir 'ﬁfé’? ;?aw in common i # {ongressional determination lo
marshal private capital gnd management to schieve a public pelicy gurpose.
1f Congress no longer wishes to confer the benefit to cociety or it mv:hn

- . a belinr way to pravide the benefit, then the special ereangement W &
GSE should end. . .. -
9. Are (USEs 3 necessary and usefal option for the peerformance of public sctions;
' itinna?
rtiruisr instances, 8 GSE may be the best tecl to pursue 4 im-
;w:kﬁagi ﬁh}j‘g iif: pos Ity such ingtences, there le.a need for caraful over-
sight ta Xenp e gm?eral Governmeni’s potential exposure bo an absolute
minimum, and 1o ensure that the {}S{ifszgmsg:: Focimegi mi:&&xie’g;x%g :nt: ] -
y N2 ., In the past, GS8s e play orHering m
ﬁ?g z?lﬁf:rmﬂm impo;;“kant benefits to society i trunsforming fi-
naneial markets, ; . » on bocmuse they
: ii§ d that (s are inberenily an unwise oplica
mgégn ;n :pﬁégtammr; of érg&nﬁmtiﬁg with mivsniages in the market thut snoour-
monofu&sﬁa behavior and special fivancial protections for drive masagement
oldurs, Whnt i your responss 16 thiy eritpcism 5 vt e
r¢, GSEs have played an importaal and valusble rgle in
promoting immm public purposes, Mevert eh:m?’ e g‘.’“utlﬂzﬂil’
migun character warrants carefully crafting GSEa' charterg an regg riing
. Gs‘jga to ensure that they mumain focused on their pubékwm_an opes
aio in o safe and sand mapner. The Congress Wov, (e, o ioete honatt -
ggﬁsg&;} ggl::ﬁfe plgy.‘?:fﬁi reraming the mest eficient way to schieve the public
purpess. ’ - )
4. What type of Execotive Branch oversight is presently functioning for GSEs?

Ea rrentiy subject to financisl safety and soundoess .
regt‘:l‘:ll‘;o(::f ?ﬁ%iﬁ&m:;ﬂ xg;ﬁxtiga mje:zsnre that %rmﬁmn faguseé on
thair public purpeses. The ngencies charged with Sing t;,‘f éhﬁﬁésgggg .
resonnmible Igr manitoriny thsaﬁnogms“ and riskg uncertaken by o Eo ’
gnd far eosuring that ihe GSEs remain financially stroug enoug carey
out their public purposss, ) :

5. What role, if any, does OMB play in this eversight? ) e
i { the Budgst Enforcement Aet of 1990 reguises that
: Prﬁéiﬁﬁ&&%ﬁnﬁal Indget giixzz:&wivp include “en snalysis of the fnanclal
condition of the (8Hs and the fmancial e re of the Government, if any,
pased by GSEse.” This analysis is prepared by OMB. F e ,i
) i i the current sversight of GSEs penerally, and Faopie Mae in
mﬁi&iﬁ:ﬁ?ﬁa@?&f o z:m% the pubBc mnterest? !&a!;, whot changey would you
reeommend?

Seve the last few vears have improved the ability of the
Exiévﬁvargrgmgggf f;:versae the GSEs and to protect the publie interest.
In pasticular, the Office of Federal Housing Enterprise Crveraight was creé
ated to monror the financial safety snd soundnesa of Foanme Mae a:d
Freddie Mac. Last year, the Administration propuserd to reform az;g mod-
ermize ihe Foderal Home Lean Bask System. Among other t.hmﬁz,_ i8. pro-

uol. wonld have created capital standards for the Federal Hame lesn
E:mks 1 enhance the safity end soundness of the Hystem.

7, 8hould Faonie Mae and Freddis Mae be fully privatized? i not, why?

As 1 indicated above, 1 have recused myself from issues divectly and
S;:«ciﬁcaily“;f;@tingb?ang’ie Mar and therefbre will not be participating in

A, Dver the

3 ] of this issue. However, to be responsive 1o tie Copunittee’s
- ﬁ%ﬁ:ﬁ“ﬁna only aﬁdzmi@g {88 raily, 1 have sel {arth the above
general principles that sheuld govern the status of GBEs.

8. Mo what extent showld GREs be able to lobby Cengress and Execulive rgenciea
pn behall of favored policies? . m‘ o
. GSEs are spovial entities with privete owoesship crea wank usl -
pu%li?st&mw, harges Lo the te}azfmsl';ip with the Federal ment -
are obvionsly of great importance to sharehulders with billions of dnlars at

wremnc rend
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" risk, Therefore, these entities should have the same freedom of expression

as sthar bisinesa enterprises and be suldect to the same regwiation of their
teginintive affinire sctivities, . )

9. In the recent €BO report on Fonnie Mae and Freddie Mac, the ageney soted
that the two firms employed 12 registersd lobbyists and & number of palitica) con.
sultamts, and noted “Fiannmie Mag in particular makes me secret of ita stfempty 1o
influsnce Federal policy . . . 88 o meazss of controfling politicat risk ™ As Dircetor

of UMB, what will be your view towards GSEs secking to perrunde agencies regard.

ing policies that muy affect the interest of their sharehelders but may e contrary
ta policiea und directives of the OMBY .

A Aa Director of OMB, | will faithlully ezecute OMB policies and direc
tiven. Alsp, note my statemsent of recusal reganding maiters related to
Fannie Mas in answer 1o a0 sarbier question.

10. Propasals have been made to revise the Government Corperation Contrel At
20 a8 1o inclede slandards and conditions for (%8s and the newly proposed “per.

farmance based organizetions” (PBOs) The purpose of such propesals wounlt be to -

provide centrally yeviewnble criteria fo be et prior to the establishment of corpors-
tionn and enterprises andd accountability atandards to be enforved by OMB,

fa} Does OMB have the caparity to desige appropriste and finsneinlly sound gov.
ernment torporations and GEEY and oversee their crention-and operation? I o
OMS, whom do you beliewe should perform such manegement review functions?

{iy) DHaeusx the merits of » general management law to provide stnndarda msan&l-
';gg functions, financing, and persennel to apply o government corporstisny and eo.
prises. . .

A. OMB hue the capacity {6 deal with these iypes of issuns. QOMB fre-
quently receives proposals to creste new GSEs sed povernment eorpors-
tions, from existing spencies or otherwise. For example, Inst year OMB de-
veloped puidance io agencies providing a set of issues snd presumptiongs
they should consider when a.nnlrzmg whethar prugrams could benefit from
differont operating and Snasocial fexbifity :mdp the other normal attributes
of government corporations. The result was & document entitied "Specifica-
tions for Creating Guevernment Corporstisme” which wes distributed to
agency heads, .

11, GBE secwrition ore assigned “agency stales” and thus are nearly as safe as

" if a Federsl Governument agency had lasued them. As the nominee to head MDD,

how do you visw the following OB conctusion:

*Sinee the housing GSEs hawe cehivved their origingd ohisctive, policymakers muat
weigh the desirability sg;mnmwing {u provide the current subsidy against nlternative
policies, O the ohe side ie the uncontrolled subsidy thaf goes anaually fo panuge-
ment cadd shareholders. . . . On the other sicle is the off-budget rontribution of hous-
ing GSEsx ta the Nation's affordable housing gonds, , . . Is the retained subsidy worth

the gain that Funnie Moe and Freddie Mac are adding to increased home ownership?

A. The insves involved in metouring both the boowfits received by any
GSE and jtz contributien to i purposes are particalurly complex, and
it ln possible o reasonably disagres about the sizes of these measures. In
light of the complexity of the ssoes and the uncertainty surrounding them,
Congresy shiould take pll of the different perspeetives into acoount nw it ex-
amines these importast questions.

I believe it o bw ihadvised for & potantinl Director of OMRB 1o g with
he steternunt that GBE securities are a4 “aafe” 59 securilios Ewum; Fed-
erai agencies pecured by the full faith and credit of the Liniled Siates. GRE
securities have nv such gunrantes wnd holders should not sssome ather.
wisg, To state otherwise would create a very isrge uninterided contingunt
liability thet the GSE strosture iz intended to avoid, '

+ There bave been pumercus estimates of the benefits provide 16 the heus-

ing GSEs and the benefite received by home buyers and renters. Congress

mt determine whether the G5Es deliver the besefits that Congress in.
3, . : .-
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XII. RELATIONS WITH CONGRESS

_ 1. Do you agree without reservation to rt‘e;rond to any reasonable summons to ap-
peatl: and testify before any duly constituted committee of the Congress if you are
confirmed? B

A Yes.

2, Do you agree without reservation to reply to an réasonable request for infor-
mation g

A. Yea,

Chairman 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 con-
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

you are and will be 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 submitted by Mr. Raines follow:] .

m any duly constituted committee of the Congress if you are confirmed?,

ol
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it .
3 United States .

f *'¥ & Office of Government Ethi

1201 New York Avenue, NW., Suite 500 )
Washington, DC 200033917

Mny 20, 1994

The Honorable Ted Stevens
Chairman

Cocmittes on Governmental Affaire
United States Senate . .
wWashington, DC 20510 . -

Dear Mr. Chairman:

In accordance with the Ethics in Goverument act of - 1978, I
anclose a copy ©f the flnancial disclosure report filed. by
Franklin D, Raines, who has been nominated by President Clinton for
the position of Director of the Office of Management and Budger.

We have reviswed the report and have also obtained advice from
the Office of Mamagemwent and PBudget concerning any possible
conflict in light of lts functions and the nomlpes's proposed
duties. Also enclosed are a letter dated.May 22, 19%6, from
Mr. Raines to the ethics official at the Office of Management and

- Budget deatailing Mr. Raines' agreenents with respect to
resignations, divestitures, recusals, and certaln other matters,
and a letter from counsel for Mr. Raines, -alsc dated May 22, to the
agency ethics official explaining certain benafits that Mr. Raines*
current employer may extend to him prior to his entry into
Government service. -

Sared chereon, we bo‘li.ev. that Mr. Raines is in ~complisance-
witi: applicable laws and regulatione gzverning ccnflicts of

inLuresc. . R
Sincerely.

Stephen D. Potts
Director

Enclosures
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Genwrel Couanss
office of Masagement snd Bodgst
0lé Exmoutive Gffice Buildisg .
fioom 263 -
Weshingten, D.C. 502 -

qa: Frankiis . Raines

pear Mr. Danue:

ckion wikh nis
regent: Frankiin n. Rsinex in conne
nuuimtion“;v:aﬁm pusltion of i&‘.racﬁ::r gmigbzftgmygumnnt
ked us Lo
snd Budget. Mr, Halnes has os B e boy
iom Tagarding paynssts tha *
?:::?i: i’:g;:::gi ?Mie:gl Fationsl ‘mtqag& Mawia.t.ioa {»¥Fanmnie

HHEa") . .

- pemefits under the Federal watiunel Mortyags haspeiatlen Brovk
. " o ot 1986 i
eI stant Compentation Ty of 1723 (o0 "Stess Lianel
and the Fageral Hationsl Nortgage Zemoc : T has

. e "RIP*Y, Pursusct tm the srock Plans. -
Eiﬁiified‘agmnts of 11 options te purchase aninil;a;a W@
stowk feOpcisns®), (34} raatrioted shares of Fann . mawncn o8 e
atgek [PRastricted Shares™) ard (1353 grants of pex gwx b

1an swacds payahla in sharss of ¥unnie Mae Lt a” o
faraseyohe,opelons Yass;amd the Restrizied e BT
unrestricted, subjact to ] e edant to The

Fiams st thes time of gramtimg, In s t;hzism e

stack Plans snd the AIF, ransis ¥oe Dag €5 e o pep Auaras

: wx which Mr. Ralnes will be entitle

:ggaig%*wbo‘;;g payuenis (the *Ircentive ?‘W“‘-::é af_f‘i:mw !!a;t

achiwves specifies ginanciel goaly. Hewaver, u P wwizh
the %tovk Plans an the XIP, 81l of #r. Rxinews vigh
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bags 3 ~ Hobwrt G. Damus ~ Way 32, 1994

rupwt* 4 unvested Options, Restricted Sharss subhiwct Lo
resirictions, and futurs Incentive Payments will be forfelted
tpar tersination of Mr. Boines’ epploynant with Fankie Mae.

Wa ave sdviesd by Yannie Mae theb wien other senlor

T uracutives heva resigned fyom Fennle Mag, arpangassnts have besn

made by Fannle Mae, in recognition of past sarvice to the
QORPARY, to give ihe edecutives the wsoononle valoe of various
benafitas that sthereime would haws been forfelisd hecause of
thelr depariure from fhe company. We are furkher sdvizsad by
fapnie Mao that, in soccopdance with this sstabllshed praciice, it
iz likely that the Fannie #ae Baard will sdoph & rescluticn
giving Kr. Frines certain of the henatite that he would ethinrvise
forfall upon lesving Fannle Nae's employmant. In other words, it
i anticipated thal zmome portios of the unvestedt Optisne held by
Mr. Ralnes wlll be vemted priov te their coptractus)lly schediled
date of westing, thet some porilon 4f the Restricted Shares held
by ¥r. Rzines vwill becoms unrestricted prier to their
centractuslily schedulsd date af yarestriction, and that He.
kainem will.recelve sose portion of the Incentive Payments that

Swould have Lesn due to hig on 4 date ssbaeguent fo his actasl

date of termination, wWe wish to smphepaize, however, that the
Board of piredtors of Fannis Has haw sade no Secimion with
renpect o giving M. Raines benefits that would sthervwize be

“forfeited, and thets is no assuranca Lhat My, Ralnes wiil receive

any suck bensfits.

Aesuning that Pannie Mae's Bosrd decides o follow
esiabilishid practice and perslit Mr, Ralnes to recaive cartaim of
the benefics that would be forfeised, the astimated value of {L}
gnvakted Opticnm Neld by Mr. Baloes, (137 Sestricted Sharew hald
by My, Balioes the restristlons aa which have not lapsed and {i4)
Wy, Eaines? rights Lo wraceive Incentive Payments, in the
aguregata and pro~vated to reflsct Hy. ®aines’ amployoent swrvice

© hR dute, would have bean yeported as hetween S1.osillion amd 35

willion, 1 suok sasets had Deen reporiable n Schadols b bo Wy,
Refnes’ Executive Zranch Public Financial Dlsclosuvs RPaport on

¢ foww SP-2I8,

Pinally, we aze advised that any action by Poannie Mas
In this respect wili be taken prior to Mr, Naloes” entyy inte
govermant sorvios, and that any payosnte meds to Mr. REines x9 a
rasult of such action will be sadw prior 4o Mr. Ralnws’ entey
into govermmant service. :

Thank yeu: for yoor consideration in this matter.
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EXECUTIVE OFFICE OF THE PRESIOENT
OFFICE OF MAHAGEMENT AND BUDGET
WARHINGTON, O ¢ 2030)

EXECUTIVE OFFICE OF THE PRESIDEMNT
OFFICE OF MANAGEMENT AND BUDGET
WAIHINGTON, LG, 20903

December 9, 1996

September 13, 1996

T CHRECTOM THL DHRECTOR

. MEMORANDUM FOR:  Darrell fohoson
, . - - Designated Agency Ethics Official

i
: . - i
FROM: . Franklin D. Raines %z . :E ¢
Director i . . ;

MEMORANDUM FOR DARRELL JOHNSON SUBJECT: . - .'5’ 5
DESIGNATED AGENCY ETHICS OFFICIAL _ , : Agpointment Matters - . _ r.J: i
FROM: FRANKLIN D. RAINES “ﬁi - s fs o natify you, pursuant to § CFR 2634.804(b), T have taicen the following actions Sl
DIRECTOR ] 10 comply with the ethics sgreement accompanying my form SF-278: : i
. \ ‘ J.ﬂ
i e - - P
SUBJECT: Recusal With Respect to Certain Matters 1. Thave divested myself of my holdings in the following investments: - i'-r-fi;i.
" Cireuit City Common . . ce e . . i .—i‘r
) - - - NN
In connection with my confirmation, and in the interest of avoiding even the appearance - - ) .. General Mcm Class E Common (WWMH'EIMI}ECD:::SW') . —!;'g’ s
of any conilicts of interest, [ agreed 1o recuse myself from panticipation in certain matters. In ™ . ) MSR Exploration Cormon . S KAl
compliance with that agrezment, | hereby recuse myself from: . b Garden State Cablevision, inc. Stock R thy
\ . ] . D.lst!:lcl of Calumbia municipal bond - 7.37% 2005/6 lé o
(1) any paticular matter directly and specifically affecting the Federal National . * District of Columbia GO municipal bond 9.375% Eu )
: Mortgage Associstion ard any particular mattes in which the Federal Nationsl LFXR Partnens, L.P. (Inctuding Corparate Partners, L.P.) A
Motgage Associalion is a party or represents & party. This recusal does not CCE Partners, L.P. - Il"
include matters of policy budpeting or regulztion affecting the housing, financial Federal National Mortgage Associstion (FNMA) common stock i,
services or morigage banking sectors generally; : FNMA stock options ¢
ﬁue{ng Coempany common stock
(2)  any mater in which The Bocing Company is & party or eepresents a party (this . Bozing Company stock options

recusal is effective for one year from today); i .
_ 2. [have resigned (rom the following positions:
(3}  zny pacticular matter having a direct and predictable effect on Pfizes {this recusal

is effective until [ have sold all my Pfizer stock); in addition, I recuse myself from Vice Chairman and Director, Federal Nationa! Mortgage Association

. any mater in which Plizer is a party or represents a party for one year from the ! Director, Federal National Mortgage Association Foundation
date on which | effect such sale or from today's date, whichever is tater; and - : Director, Robert Wood Iohnsor Foundation
] . . . - Director, Phizer, Inc. .
" (4)  any mater in which the fohn F. Kennedy School of Government is a party or wr. Manpower Rescarch and Development Corproration
. represents a party (this recusal is effective for so long as [ remain 1 member of the Director, Rockefeller Foundation . .
.Visiting Committee of the John F. Kennedy Schoo! of Government). . Dirsetor, The Boeing Company
- ’ : * Director, Mitretec Systems, Inc.
By this memorandum, | am advising OMB officers oot to refer such matters 1o me. In .. i .
this regard, doubts of OMB staff should be resolved in favor of non-refemal pending consultation _— 1. [ erecuted a recusal on September 13, 1996, camrying out the disqualifications .
with and approval by OMB Counsel's Office. Further, by this memorandum, [ instruct OMB - teferenced in the ethics agreement.

officers to handle all such matiers without my involvement. | - ) : . . - ’ - .
. , . . 4. Thave purchased the insurance pelicy referenced in my ethics agreement.
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EXELTIVE OFFICE O THG PRESIIENT
OFPIGE GF MATIAGEMENT ARD RUDOET
WASHITGTON, Bt RS0

pegember Ll, 1996

mﬁmnw FOR:  Durell Johasen -~

Besignated Ageney Ethics Official
FROM: Frarddin D, M
Piscetin
SUBJECT: Appointment Mansrs

This is to Bot Ty you, pursuant 1o $ CFR 2634.804(h), | have taken the: following setioas
1 comgply with the etitics sgreement accompaiying 1wy form SF-278;

£ have divested myscif of my holdings i the Roflywing invenmers:
Contre Onpiest tavemors, L,

MLP Holdimgs, 1.7,
12 Holdings, 1P

L]
v R :
£ «uL.J

AT T S
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Chairman BTEvENS. Senator Thompson, did you have o state-

‘ment, or are you waiting to ssk questiong?

Senster THOMPSON. No statement; if the Chairman would pro.
ceed with questions, | think that would be fing, .

Chairman STevens. If you have voted; why don’t you ask your
gquestions, and then I will come back, .

OPENING STATEMENT OF SENATOR THOMPSON

Senator THOMPSON [presiding]. All right. '

Mr. Ruines, welcome. 1 mainly wanted o come by and show my
respect for you and the office that you are up for here and look for-
ward to working with you in the future. I did not rcalize 1 was
going 0 be cast inte the middie of this thing guite this way, but
sinee I am : :

Mr. RAINES. We could talk about Tom Clangy novels or some-
thing like that. )

Senator TaoMesoN. Wel, that might be interesting, tee. -~ -

One of the things, though, that I have been concerned about are
some of the statements that have been fnade in gome of the other
?xmzizx%g concerning the budget and the budget process in the out.

TS,
ave been trying to casi tough votes, to come up with a realistic
balanced budget and te read in effect that the President 18 coming
up with his balanced budpet based on purperted substantial cuts

in the out-vears, not having to pay any price now, during an elec-.

ton year-—no cuts now; in {zcl, increaging in some arsas—and sup-
posedly making drastic euts in the ont-years, which many people
say they know is not realistic. And we have people come up hers
and say, “We have been told basically not to pry any attention o
those out-year cuts because they will never happen.” -

I just want to express my concern about that. I think that that

just adds to the cynicigm that we see around this place. We are try-
ing to do something that is real, and the President’s ix not the only
budget that relies substantially on the out-years; he does more
than some of the rest of us de, but it has gotten ta be a game that
I sgrtainly do nol sppreciate, and I weuld welcome your comments

_ on what you intend to do from your standpoint to make this a resl-

istic and honest process. _ .
Mr. Ramngs. Well, Senator, I"'agree with you that there is a need

to restore confidence among the American people about the serious.

negs 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 the last 3% vears, redusing |

the budget deficit by 80 percent in the first 4 vears of what wiil
prove to be a l0.vear plan to balance the budget. And I, tog, am

somewhat chagrined thai the jockeying over future budgets has .
 begun so early in a way that we are nsed to Washington—there iy

always jockeying over budgets and trying to gxain position for future
arguments—but I think it is unfortunate that the jockeying has

begun so early with regard to budgets that we will not see for 2
“and dand 4 dvears, ’

Tho President’s budget plan as 1 understand it lays forth a path
to get o a balanced budget that requires many difficult decisions.

- It is poing to require-real cuts in real programs. I view it as my

e have been paying guite 2 political price, many of us who'

et B
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responsibility if T am confirmed to ensure that we keep on the path
toward & balanced budget in the year 2002, and ag well that we
try to build suppert among the American people for the difficuit de-
cizions that all the elected officials are going to have to make to
make those budgets a reality,

T intend to work with the other members of the Cabinet to en-
sure that we move forward in this in a responsible and gmfessienai
manner and, as much as possible, try fo achieve a road-range
agreement on the need i make these cute so that the American

cople van see that the sscrifices necessary to achieve a balanced
gu&%&t are heing shared, but alse that the benefits that come from
a seund fiscal giicy are being shared as well, a

Senator TROMPRON, | think we all reslize that there are tough

to have to be made in both branches of

decisions thai ars % > anch
- gavernment, and I think what many of us are calling for 13 simply.

acing up to that and making sure that we are dealing with henest
itments, - :

You are chagrined about discussion of out-year budgels and so

forth, but bajancing the budget is an out-year proposition; I mean,

it s 21l baged on what we are going £o do in the out-years, and that

reflects on what we do in the current fiscal year, - .

80 for the benefit of the Chajrman and ths Ranking Member, 1
simply raise my concern on some of the reports we had goilen in
some of the testimony from various agency heads that basically,
the drastic out-year budgets cuts 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.

T will ask one more question. I am presiding 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 Perform-

" ance and Results Act, which 1 think still probably a lot of people

are not aware of. But T think it is very important in messuring the
rexuits that we are getting from some of these programa.

De yon know how sny of the pilot projects have been geing? it
hes not yet been fully implemented, of course, but thers are several
pilot projects; are you familiar encugh with them to know of any
notewprthy successes yet, and how ussful do you think this legisla-
Hion will be for us? . o ’

My Raines. Well, Senator, [ think the legislation will be very
aseful, T think it is vitally important that the agencies not anly de-
velop strategic plans, bat also develap the means o moniter their
performance, and that is going to require a-lot of work because hig-
torically, agencies have only been required to monitor theilr spend-
ing and not their results, They will have to develop the internal

systems necessary to track actual performance, to define what the ° ‘
performance should be ahead of time so thatl it can be tracked in’

the future. Bat I think if can be done, .

Ome example of an agency that I think has a head start i6 the
Sovial Security Administration, which already produces an sangal
statement which has not only financial statements, but alse & list
of what they consider to be their major performance attributes and
how they are doing against them. They range from speed of an-
swering the telephone all the way to how quickly they are adiu-
dicating cases. And other agencies | understand are looking to their

CEEL e L.

" tor has not been an active partic

~ the Forest Service, the Bureau of Lan

11

example and are workingﬂ with them in the various councils that

OMB bringa together, -

But I believe that the Act is veglimpurtant and onethat I have
a significant interest in because this i the way we run our com-
pany, by setting goals and objectives at the beguining of a 1- to 3-
year period, and then measuring against those goals. And we com-
peniate against those, we report to our board against those, and

it ig 2 tremendous mansgement tool and one that [ hope, a3 we .

fully implement the Act, will becone ingrained in the gevernment
in & way that other techniques have not become ingrained, becanse
gug‘m an Act, it is not just o preferred spproach by one adminis-

adion. - ' ’

8o I s very optimistic, and I intend fo-work very closely with.. -

the deputy director for management,

Senator THOMPSON. | appreciate that. Thank you very much, and

good tuck ta ggg I will turn it back to the Chair, My, Chairman.
Chairman STEvENg. Thank you very much for coming; 1 know

you were coming from another duty, and | appreciate it.
Mr. Haines, my personul experience comes from the da

Hughes, when it was the Bureau of the Budget, when Eisenhower

. established u definite policy of ne political activity on the part of

the people ai Burean of the Budf;et. I am constrained {o sny that
you are starting off on & very political level in your statement. To
what extent do you intend {0 be involved in political activities in
this election? i

Mr. Bamves. Mr, Chairman, I think traditionally the OMB Direc.
| t in political activities, and [
wonld expect to continue that tradition. But I would alse say that
I hope my statement would move the discussion opn these issues
more toward what I think has traditionally been the cage with

. OMB and the Congress, and that is to leek for areas of agresment '

and areas focused heavily on the policy implications a
thoge that might be simply for politipcal adva:Ptage. "

Chairman 5TEVENS. Well, T think the number of people leaving
the Congress and particularly the Senate reflects the fact that that
‘bas not been the situation in the past 4 years, We have found that
the majority in the Senate in particular is frustrated-—either my
friends on the ¢ther side of the aisle stop bills through filibuster,
or the President vetoes them. We have only had two important bills
Dk s very puch of '

ink it ig very mn a concern to my colleagues as § have

talked o them on the floor abont m izszvi:{g this hearing today
gveyr whether you sheuld be ccnﬁrmedy just fo add snother poiiticai
arm o the President’s campaign. 8¢ I would urge you to consider.
that as we try to get this nomination confirmed. - '

The tradition of this office has been totally nonpartisan, and the
statoment you just made is very partisan. T :

iet me go on. We have had reporis now from GAQ on the whals-

leas on

- sale duplication of fragmentation of funclivng in the executive

branch. On the aversge, responsibility for performing major Fed.
eral missions Is seatiered now in six or seven sgencies, the GAQ
tias said. Our Committee recently held hearings examining wheth-
¢r natural rasources areas have been Tea& aserpss four apencies—

Management, the Fish and

of Sam
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Wildlife Service, and the Park Service. They actually have, within
each of those fupciions, duplicating agencies to the other three-—
and you can add the Corps of Enpgineers beyond that. o
Now, 1 have been told that, in answer to previous questions that
have been submitied to you, you have expressed skepticiam about
the usefulness of & bipartisan restructuring commission, My prede-
vessor, Senator Roth—I hed hoped he might be hers—and Benator
Glenn have repeatedly sponsered such & proposal, and Senalor
Glenn and I are still trving to see if we can get one through this

Congress. ,
Am 1 to take it that you have expressed an opinion that you

would report to the President that you would recommend against”

a bipartisan restructuring comimission? o
r. RAINEg. No, Mr. Chairman. My view on restructuring issues

in the Federal Government is that it is imporfant that we focus on
the purposes thal we are trying fo achieve by a structure of the
government. It is not always clear that you will want to have func.
tiong that are organized acoording to one partizular form.

Let me give you an exampie.
A%{:IIC}’ was created, the theory was that it was important to have
al

of those entities that were most important in the environmental -

enforcement field working together in one agency, and President
Nixon led the effort to ereate the Environmental Protection Agency.

{in the other hand, the Veterans Department was created, and
the Veterans Admiaistration was -created not around a preblem
such as health or environment, but around a group of ben
ficigries—vetarans. We belisved that it wag sppropriate to organize
so that veterans bad the focug, and they were not just simply part
gf‘) wgrkizng an health or on pensions or on education acvess the

ard.

So that the form of departments I think has to depend on what
it 12 that you are trying to emphasize. My point is that you have
{o jook at those on 8 cane-by-case basis,

[t may be that a8 commission iz an effective way io do that At
least one of the Hoeover Commissions had a substantial effect; the
other did not. In the Carter administration, there was a substantial
effort made and & ot of energy expended en regrganizing, sad in

fact, the number of government agencies increased as # result of -

that effort. \ :

My only point is a caution that whatever mechanism ig chosen,
it is carefully designed to reflect what ends Congress seeks from
the particular programs so that we do noet end up with a situation
of a commission or a2 President making proposals that Congress re-

jects beeause they emphasize the programs in a2 way that Congress

" does ot intend. o ‘
Chatrrnan STEVENS. Well, 1 really have some questions abeut
that, but I do gof know if this is the time go indp i in detail.

o you know Armold Pensius at Bell Labg, the astrophysicist who'

received the Nobel Prize? Are you familiar. with his bosk, “Har-

mony,” that talks about the power of information technology as a

restruciuring tool in private industr%? i -

_ Mr. Ramvgg, I am not familiar with that particular book.
Chairman STEVENS. He points out that private industry has been

abie @ implement new -technology at a far greater rate than the

en the Environmental! Protection
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executive branch. We are having a series of hearings s;x the IRS ~ -

Modernization Program, TSM, 1 am not sure you are famil i
that-are you familiar with it? ' g . o with
Mr. RAmves, Yes, I am. .

Chairman STEVENS. 1 think it has cost us several billions so far,
and by the time they got the compuiers instalied, the computers

were out-of-date. They are worse off now than when they started
’%‘imy have been advised by several entities to desist agé to got
some vulside advice, and they continue to indicate that they are ca.

g:ble of doing it themselves, But the real problem ig thak had they

en.an arm of any major company, they would have failed in this
period of time, And the real problem with restructuring is that we
do not see any indication that there has been an implamentation
in the executive branch of the technalogies that have swept private
indusiry in the last 4 to 5 years. .

Mr. Rawves. I s with you totally. I think the Foderal Govern.
ment, whlc}; in the 1960’ was a leader in the use of informatien
Leeh.ncln%{, Is now lagging badly, and as infermation technology im-
g;m_res, the

hind. :

} think it iz vitally impertant for an organization such as the

© guvernment, which deals primarily in inforration and dellarg, to *

master these technologies. it is something that we have done in our
company that has made a tremendous fiﬁ‘erence in our ability to
actually perform for our customers and for homeowners,

Se I view it as one of the rolos of OMB to iry to lesd the effor:

" to improve the use of information 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
sther agencies, ® by example t the

But I slso know that it is very hard. The Carnegie-héei!on Uni. B

versity has done a study indicating that 80 percent of the major in-
formation technology projects in the private sector fail. Maa?tering
these technologies 15 not easy. Trying to do that in programs as

large as the Federal Government is harder still; but nevertheless, .

we do not have a chotoe, Unless we do 50, the leval of service to

+ aur citizens is going 1o decline, the costs of government are going -

o be too high, and the dissatisfac{;iun with performance is going fo

- eontinuge, i .
Chairman STEVENS. Well, 1 hope you will keep i

. VENS. . ¢ P an open mind .

about the commission. 1 believe we will send the Presirii;nt a bill

this year to create

such a eommission,. which ' will have really -

sweeping powers, [ hope that will be the cose. We will have to wait
and ses. ) b ’

Lot me ask vou a seriss of queétiens, ahd then Sen.ator'.(}iem&ﬁ

:;122 i}g buck in a mement, I am sure, and Senstor Akaks is here
Wkl .- . .

The President issved Executive Order 12868 on Séptember 30
1993 requiring agencies, whenever feasible, to seck the views of ap:
propriate State, local and tribal officials before imposing regulatory
requirements that mvight significantly and uniquely affect those

overnment entitics, 1 am informed that that 1185
owed. Are you familiar with i? " "

‘Federal Government is only getting further and further
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Mr. RAINES. | wn somewhat familiar with it, Senator. The indica-
tions 1 have are that there have been s number of vases in which
that eppottunity has in fact been made available, but there is a lot
of encouragement to OMB to keep working harder to ensure that
s} of the relevant entities arpg made aware of their opportunity o
participate. It is something that 1 know OMB is working on and
will continue to work on to ensure that the opportunity to partici-
pate in those matiers i3 accorded to them.

Chairman STEVENS, There is another Executive Order 12875, en-
haneing the intergovernmental partnsrship, in October of 1993 It

does not seem to have been made & prionty by OMB. 1 have sug- -

ssted that we implement the President’s suggestion by law, and
g}\at hag met with some resistance here. I cannet quite understand
why the President would issue an Execntive Order which has the
efiect of law, but there people here who refuge to make it 8 law,
I would urge you fo take a look st that becavse I intend next
year to introduce legislation to assure that this will become law,
becausa 1 do not think the actions that have been suggested by 1
think three recent Presidents, that the views of State, local and
tribal officials should be obtained prior to the issuance or e¢ven pub-
lieation of proposed regulations and changes—I would hope, you
would take a look at these and see what might be done fo enforce
them without a law, : ’
Mr. RaiNes. 1 will do so. . :
Chairman STEVENS. Now, we have a lot of problems coming ai
us now with the baky hoom generation snd whatnot, T am inter
ested in trying to work out the relationship between the National

Performance Heview and the Office of Management and Budget. It~

seems te me that your agency has lost teadership to the National
Performance Roview, and I wonld like to sk you about that when
T got back. I will yield to Senator Glenn now. .

Senator GLENN {presiding]. I apologize for the truncated nature
of &;ﬁdwayhthizzgs are going around here, but this is not & very
usual day. s

Let me address the management functivn at OMB briefly. We
have some examples of where there hag been increased meanage-
ment emphasis. This adminigtration really getting into the imple-
mentation of the CFQ Act is one example. The Vice President’s Na-
tional Performance Review; John Hoskinen and his work with the

PCIE; the President’s Management Council; Alice Rivlin’s OMB

2000 Project fo integrate OMB management oversight with the

OMB budget review process—and that has been a diffienlt thing to
* bring together and do mearingfully—would you comment on those
and on what vou plan to do with the *M” in OMB; because it has
hesn something tﬁai I have emphasized for a long tirne arsund
here, or tried to, and I do not think they do enough of it yet, I know
the pressures sver thepre in the office you are going into. You have
got to get the budgel out--that is something that has certain dead-
fines and #p on——and oo often, no matter what the intentions are,
I think management issees are things that can be set aside while
the pressures of the budget are met. .
. {E}a@ ggu. give us your views on how you plan to desl with the “M”
in 4
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Mr Ramps, Senator, II believe that the mana e'ment ns‘l;‘ -
ities of OMB are tremendoys and will enly int:grmse ag the eilfoi:%t
moves forward to balance the budget, becange many of the savings
and improvements necessary to balance the budget in & realistic

- way are f;oing to come from mansaging the government batter, from

being able to do mere with loss, to ensure that we can achieve our
goals without having to spead as much money as we have speni
in the past, and also to help evaluate programs so that hard (l!)eci-
sions can be made by the President and Congress,

So 1 think it is vital. 7 think every business in the United States

" has learned this lessan in the last 5 to 10 years, They used to foeus

2 lot on revenue—if we could just get enough revenue, all of our
ey learned when they beco

part of a global economy was that geeking revenue aiﬁne}’ was r?::
enough; they had to seek the kinds of efficiencies and continuous
improvements 5o thei; had a product that was a superior product
that wouid ultimately produce revenue, but not one that they

would m‘mp}{ send out with defects, get the revenue in the short-

run, and end up frailing the marketplace. .

1 think the I‘Peéeml govmmezzt; has histerically focused a lot on
revenue and sutiays--how much comes in, how much went out—
with very little attention to what happened -as a resuit. I do not
think the American people nre going to permit that anymore, and
I think it is important to respond o 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
stafl’ with the msgtitutional memory that OMB has; and mest im.
aporta‘? _]angllg,mthare ia- nr:;& ong;hwha hl;lshali of the resources that are

ai > agencies together with the management i
thgi CIangé?n;}g e okethor ' £ mcnt expertise and

‘ inK it Js important; I think it is a vital part of the OMB
({}?ggﬁg}*’s job, and it is a par’t that I am going to spend a grest deal

on. '

Senator GLENN. 1 am glad to hear that because we lock forw

; E ard
to working with you on these areas. You mentioned revenue snd
spending, and very seldom do we ever concentrate on that big pray

area of effiviencies of government—and I do not say that as some-

thing that is an oxymoron-type statement; I think we ¢ y
P S » : an have effi-
ciencies in government, wheﬁier anybody else does or not. We have

given OMB the tools. Ten or 12 grem ago, OMB was sort of out

there on their ewn, and they could do it or not do it Now, we have

. the tools. It is in law. It is there. It is required. And that is the

reason § think you just have a golden opportunit to go shead

do some of these thiings o gol better efﬁ@%mias iﬁ theggwemm:gg
. Ons of the areag that is of biggest import right now, too, and is
Just in-an expanding mede all over the place is information re-
sources management, IRM, 1 do net know if you have any thaughts
about how we are going contral this, but in this svea of ealnpiuters

- and Internet and international trade and flow of data and money,

and just all kinds of things, we are in & time peri
af }nfam&f;i:m is almaost iﬁ:’mﬁating. period whore the ﬂow‘

ust as I was walking ont, the Chairman was reforring to how
we are going to cope with some of these things. IRS hag gig prob-
'iems managing our tax system and modernizing it That comes at
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least partially under OMB’s direction, through the Treasury, of
course. But dg you have any ideas in that area? You hsve been in-
voived in information resourges manapgement in some of your pre-
vious incarnations aireadg', so could you share some of your views
on that IRM area with us?

Mr. RawEs. Yes, Senator. I spent the Iast § years lesding an ef-
fort at Fannia Mae nut only to totally revamp our use of informa-
tion technology, but to revamp how information technology is used
througbout our industry. One example i that we set for ourselves
a goat to reduce the cust of originating a,m&rtgafe by $1.060, or
40 percent. And we did that &t 8 time when we did not know ex-
actly how we were going to get it down by $1,000, but we knew
that information management wag geing to make a difference,

What we have done s restructure and create new processes and
then zutomate these new gystems so that we new have the capabil-
ity to take an application and give someone an approval on their
Inan within 3G sminutes. When we began & years ago, it was 2
weeks to 3 weeks. We are new down to 30 minutes. 1 might point
out that we are also now getlin ca“rgﬁkizzts that it is taking a long
time because once people see that they do not have te wait, that
thinge do not have to take that long, then their demand for im-
provement continues.

. I think what we have to de in government is pick some areas
where we ¢an have somg successes, where the public will feel the
suceess, and showease those as areas where it can be done. Then
the rest of the ?rovemnent will begin te see that it ean be done and
see examples of it being done, and follow.

The most important observation that I huve made over the past
5 years in this whole area is to focus on ‘pwtiucing soma real
fanctionality in & short period of time. I simply do not believe that
it is possibie to design a system today to be completed 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
be made usefl for managers very guickly, and that is going fo re-
guire & sea chenge in heow the government procures and imple.
ments infermation technology, just ss it is requiring the same
change in business. - »

Ono advantage we have i8 that business is paving the road, so
we have an idea of which way to go; we just have to begin to imple.
meni it. ¥ ; '

Benator GLENN, Another area that you are géing to be invelved
in is coordinating the views of different departments and so on. We

et into some real quagmires here sometimes. Last summer, this

ammittee was informed by the fivesl 1996 trangporintion appro-
priations bill that th% wanted full waivers of procurement and
personnel laws for the FAA, for one department. We were told that

these provisions were requested by FAA wnd had the support of

OMB, yet they conflicted with the work that the OFPP, Federal
procuremant people, had done to help pass reasonable procurement:
reformy like the 1994 Federal Acquigition Streamiining and Reform
Act, )

waivers, how they were proposed, and I do not know how you get

There were bipartisan concerns on this Comumittee about these'r

+
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your arms around that one, hut somsshiiw, vnéer.this ; A
fuzgiﬁg,gi?a téea}b; have to ﬁ{;mz*dinate these diiferentngggztgif;ilseﬁ%‘
make sure ihatl stuff like that does not pet over
here, It makes the administration look 4 bepi e i
Just Qat conflicts with # It of other lam;ﬁmh to begin with, plus it

I do not know what your comments would be on 8:3&, but I hope -

you will work on that, and work with the Commit
cles are poing ta mo into every place in gommmentfezﬁg ?mg;ytg:::fé
got to und{:gstazz§ that you are not poing to have stuff ke that.
c?rpi;e ];.ip again, When we have t0 pull it out and make an isaue out
of it here, it make;; OMB look stupid, aumber one, and it makes
gfeerﬁffys tej;?dbeiané ng%t, Whg?{, é{% a0t coordinate with other peo-
A , num . inat;
51&}% thaéluver hemamber wo ‘hope you can coordinate things
- RAINES. Senator, I appreciate your caution the i
- ::ﬁrtamly do my best to ensurs that that happens. 1 wﬁzeiki&é;{;ﬁ}hz;g
. :ﬁ the Members of the Commitiee, when they see us about to
fl ¢ a big mistake like that, would give me a call, so that we can
g}l;gn. ztaamund as quickly as possible, because somelimes these
Esne%fa t&ngi m as quickly on the screen ps we would ke
) - aay 1 give you a personal as CB
hedr about them, you will get a call, ﬂagnghter.}‘ PRt - when 1
Chairman STEVENS. Senator Akakas. e

OPENING STATEMENT OF SENATOR AKAKA

_Senator AKAKA. Thank veu very Chai |
ixg}hted tolha;;% Mr. iffainesyh:rz "y much, Mr. rman. 1 am de-
- am pleased with your straightforwardness and ve ©
resume, where you point sut where you staﬁed%orﬁ?:; g} zi:p;{:&
tc‘,f{l; fgmnda m}f}.] y at Fannie Mae, the lnrgest corporation, which
; u y 3 A 13 *
anﬁ;{lsa_m ples{seé gzg} gtxi-fftt. expenezzée inn this arez of management,
. I also want to tell you that | was pleased that OMB
;‘BE I:;twﬂr?gzm;&;ﬁ;ﬁ:h tﬁ?&dg géi Juiy, 1994, relating to é}g&g\f?ﬁ?
an&% %;n? %Zaased t gont ﬁf&t, togue of my staff ‘abcutv}}zreczive 15,
at interests’' me is your background, where vou rom is
the private sector, and now hack into the agency‘yWi;hm;}lei f,?gi;g

I wonder—you also mentioned that performance is more important -

than vision—my gi gtion i ; 3 i '
neﬁt Ggumhs iqsé)m ée Ic};iuesf:z;;z% i what do you exp?ct e do in the _
r. RaiNgs. Well, Senator, I think OMB will keen woi the w
MB < ough all eloctions, which is to begin p&%g%grvgﬁi
nie udget, which has to be presented to Congress at the begin.
‘n;tngthof the year, 86 if [ am wonfirmed, we will be working thngﬁ»
g e summer and the fall, putting together that budget, Instruc-

tions have already gone to the‘agenc'zes, 80 8 review process wiil

beﬁms
., Being 5 professional agency, OMB is focused on its getting
g:az gwig&t together, byt also on eontinving the mz?géac?fagcffégeg‘
: g}m I:we -begnn aver the last 3% years on the management gide.
! o?e of the important things about OMB is that it provides
2 sense ol continuity to the government, and the fact that it is pre-
lominantly a professionally-staffed agency I think gives it the op-

i
b
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it { i ing President
ity to nesist the sitbing President or an INCOmMINE
?gr%?;n:’; their function to have B budget ready shortly after the
m’s‘if;’tﬁfrmﬁ?ﬁ'k vou. 1 also want 10 welcame your family.
Mr, RainEs, Thank you, Senator. .
Senator ARAKA, Thank you, Mr. Chairman. Gion. Mr
Chairman STEVENS. If § Za:;m{d glet?bﬁsz zﬁn ;ncy R?}g?és‘;u b A r
i o mentigned the Natien prforng A
ﬁgﬁsg gome of us that the management. agends hﬁe:ﬁa?feé
moved over to the Natiengjl ?qri‘m}:ﬁm% Heview T& :
ntemplate bringing it bacx? _
Gg};{’i%‘ Q&gﬂc&m Well, %matcn believe that in the _natiur?i c;;:;rg
of £h{ngs, in a sense, OMP's 1:01@ hgﬁegpa%de% ;:;dthgmxgﬁ h?s e
so. National Performance Review sl as declined. N e ot
i t for the National Performance Review & .
?fﬁfnﬁat};f; percentage of support that it provides is greater now
it ak the inning. . - .
m?ti:%nga&ey lzav:ﬁd a history aéf ?ﬁ?ﬁtﬁ%&@gﬁi %ﬁ% }tl};i
National Performance Review, an : ARt e
job in highll { imsues, whi
done a good job in hzgixl;ghtmg mgmagagnrgen smues, M ention
simes do not get the kind of atteniion sUg e B e wthat
Chairman STEVENS, Well, theee are some of us wh & ihat
int ; igw, The National Perform
the administration has not followed the o ey in
i€ ally was not contemplated by Cengress. i iy
gﬁgfnﬁvtic?ﬁi?nk,yat least to the extent that it haz gone, In taking

3 ant fanction, ) _ )
wﬁr%hﬁrfg?;sé%ﬁh 1 think what the National Performance Review

really has done i8 to galvanize the sttention of the administration’ |

ich i rd to do. And
. ement agenda, which is often very hard t

%ﬁgvfggtaﬁiﬂgﬁ Vice Prﬁsfﬁent has taken the ¥ea;.i in 88 ?xi;, ?obgéﬁ
Cabinet, “You must focus on management issues,” 1 B
very heipfu’i‘ But 1 think OMB has statutory msspansz}:l i 8 and

atatutory offices for managﬁémni ?1%3 has to perform those s
tions based on its best alilty. )
wghﬁifngn%mWﬁs. All right. What about the'(?ifice‘ghf i;i%ma

tion and Regulatory Affairs et OMB; are you familiar Wi @

Mr. RaAIvES, Yes, sir.

i i I under-
i TEVENS. It has theoretically had the iob, as eI~
stigldaziﬂ,mZ? csarrymg out those two Executive Orders that Eftmfx%
tioned h’efcre, but to my knowledge, there has been no report sub- .

mitied to Cengress with regard to what this Office of Information

' Affairs has dong. . o . .
gﬂ; ;;egt:gln?t?;z);laﬁng putting an amendment on & bill that is pend-

ing before the Appropristions Committee, as s matter of foet, t0 re-

quire OMB Yo report to Congress peripdically ¢n the operation of

' i i that we can
of Information and Regulatory Affairs s0
ﬁiigﬁigw how these Executive Orders are enforced. What md
ink sbout that? . . o
ya;ﬁngiigm?i have no objection to the affice ”pm‘gidmg g}e@.{g;ﬁ
reports ar testifying before the Commiites o7 giving informal In

mation. 1 think it iz vitally important that the Committee have ac- -

cess to what OMB is doing and bow well we are carrying out our
jois. - - .

- (i,

3
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. BYEe

Chairman Srevens, Sepator Glens, do you have any further
. fjuestiona? . T -
Senator GLENN. No; I just have about a 30-second comnment.
Chairmoan STEVENS. Well, Iot me make this statement. Senator
. Domenici is a2 Member of the Commitiee now, and be has asked for
an opportunity to preseat questions to Mr. Raines. He ig involved
in managing this bill on the floor, and we are either going to have
10 peconvene Inter this avening whoen this hill is over, or set the.
matter for further consideration {omoerrow at 4 o'clock. I have got
to consult with him aboeut what his plans are, but he is endiitled to
ask questions. But [ do think that it 18 the prerogative of & Member
of the Commities who is alse a chairman te ask for some consider-
ation, #o | will consuit with him upstairs. o -
Senator GLENN {presiding]. ] was going to comment on the idea
of the commission. T have gac’ked this for some time, and 1 do not
think it is something that we should be scared of in government,
The Heover Commission is probably the only one of these commis-
sions that really has worked the way I think they should work, and
it changed the direction of government and the organization of £OV- -
ernment to 2 eonsiderable degree.
We had the Ash Commission, as you mentioned, back in the

. Cemtor years, and the Grace Commission got over into policy mal-

ters more than efficiencies of government, and { think that is
where they foundered and went astray.

If we were starting over asain o organize the Federsl Govern-
ment, I do not have much doubt we would organize a lot more
along functiona! lines than we are right now. We have funciions of
government split up and proliferated all over a dozen different de-
partments and agencies of government, and they have to coordic
nate, We just waste an awful lot of time and effort and money try- .
ing to even locate where ali the different responsibilities are. ’

1 see a commissioh, and the only debate back and forth that
we have had on this Committer hag been whether it should be
something where i;mx say, OK, they have 6 months, or they have
& months, or they have a year to do this and get a report in, setting
certain dates ang times for it, .

My view of it has-been a little different. I think that if we are
going into this thing, we should go into it with envugh resources
and people and expertise, and let them really get into the meat of
this thing and maybe come up with seme real, %-ioomr Coemmission
tyge recommendations. .

o that ls what we are leoking for, or | am logking for, certainly,
out of this whole thing, is something that will let us resrganize
hopefully aleng mere functional lioes. And I am under npe illusions:
that we will come gut with the neat, little boxes that we might like
to see. You know, you-can say everything should {it under five or
six different boxes--human resources, natural resources, defensa,
economics of the country, and so on—you can make about five or
six boxes here and come vp with those funclional alignments, and

hing else we have today falls under one of those, so it makes
a ditferent way of managing it

Now, what you cannot do and what I ds not think we should de
is just sort of rearrange the deck chuire and put & new level of con-
trol up here. All we have done is complicate things, and that does -
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ot do anybody any good. So we have to guard against deing that.
1 would rather see us stay the way we are now than to put another
Jevet of cantro} in there that does not do any goud a8 far ag stream-
lining things. ' : : :

Now, at the same time, the Vice President’s National Perform-
ance Review i moving somewhat toward trying io simplify some
of these things, and we have been working with them on this Com-=.
mittes alse, ’ v :

Rg I just wanted to put your mind st ease, at least as-far as i
am cancerned, about the nature of this commission once 1t gets
going. 1 am hoping -that we can keep it on a bipartisan and a big
target basis here of redoing & Jot of the functions of government
more o functigml areas, which I think would be far more eifi-

That is & statement and net-a qaesﬁon, obviously. T do not have
any further gquestions, reslly, The Chairman mentioned early on
sbout how we run into filibusters or veloes these days, it seems,

and that he was concerned about your statement being a little too

political. 1 think your job over there is political in one respect, o
the nih degreo—just as political as it can possibly be—and that is
- ¢hat the President has stated certain ohjectives for this administra-
tion, and he was elected on that basis, and you will be one of the
key persons (o carry out those promises e the American peeple—
and that is politics. Now, the other type of politics that 1 think
might be what the Chairman was referring to, as far as you going
out and irying to make a 50-State tour on the political bandwagun
and giving speeches in the back of the campaign train or something
like that, I would hale to see anybedy at OMB doing that, tou. But
1 think there is a difference there, in fciities of one kind and poll-
E}? of another kind, and I just wante
C.
Chairman STEVENS. Have you concluded, Senator?
Sonator GLENN. Yes.
~_ Chairman STEVENS. Mr. Raines, 1 have conferrad with Senator
Damenici and confirmed that they are poing on now to debate gther
matters on the floor, and he cannol come dowrs here at this time.
1 do not know if other Members of the Committee wanted to be
_here—this is sort of a.sudden thing, we theupnt we could pet
through. But T will have o ask you, if you will, to return. ot 4
oclock tomorrow afternoon in room 342 in the Dirksen Buildiréf,
which is our regular hearing reonm. Hopefully, we will not e jack-

in-the-boxed temorrow and we can all be there at the same time,

Thank you very much.

Mr. Raings. I will be there, Thank you, Mr. Chairman, .

fWhereupon, at 5:37 p.mx., the Committes was adjourned, to re.
convene on Wednesday, July 24, 1996, at 4:00 p.m.} g

to make z comment on that

NOMINATION OF FRANELIN D. RAINES TC
| , 8 TO BE

DIRECTOR 'OF THE OFFICE OF MAN
( . F E-
MENT AND BUDGET OF [OF MANAGE

WEDNESDAY, JULY 24, 1996

- oo T UBUBEN
COMMITTES ON (GOVERNMENTAL Qﬁaxm
) . : Washingmn, D.C. -
The Committee met, pursuant fo notice, at 4:11 p.am, in room

8D~342, Dirksen Senate Office Building, Hon, Ted Stevens, Chair- -

man of the Committes, presidin
; ] g‘
Present: Benators Stevens, Domendei, Glenn, and Lieberman.

* OPENING STATEMENT OF BENATOR S8TEVENS. -

Chairman STevess, The Commi i v
‘ : tiee will come to order.
o M. Raines | appreciai you coming bnck. Sonatar Domeric an
H ?gz%;\a bweg;z called to another 'Iggﬁtlﬁg nov? to loave, unfortunately.
ywe :?& id to Senstor Domenici, 1 have one question to ask
Yot o dhat you recounted the changes that had been brought
¢ National Perf i
i \ :ﬁ:gﬁi {mgt ?&iﬁ‘z’}% ég%k at thaé last night. ?%grz:g{;gif;?gg{
 eredi X FYE reductions, and 85 ;
gﬁi@;’;ﬁgﬁﬁ‘?’éﬁ? ag Defense t:izm;zgi m?a%nfvg {;f;?ee
Cor ) n yuctions i : > ’
24 %zmaﬁym?g not an NPR géﬁf@%@ig?amm of Defense, but
‘,zz{{{arginian,aswe}wkedaz’t" indicated,
o e it Sh S Gl and St Ko e
formance and Results &ai ca?z? fi AR AN S
formance and Resul restmcme' rom this Commitiee, and i really
; . ¢ ring of the whole Government.
gﬁz&g&aﬁm for that &(.:? is certainly not an initiative of this a&m%?
Sz? what I want o as
tration takes credit for thi
tion really vame inte office.

TESTIMONY OF FRANKLIN D. m ) 8E
. ] . NOMIN '
DIRECTOR OF THE OFFICE OF MANAGEMENT AND BUDGET

Mr. RAINES, Senator, I don't ‘b‘elz'éve- that I actually cited the sta.

u is how do you recite that the adwmin 16-
ngs that happen before the adm{‘iui?ma— _

tistics. ) .
I know that the NPR has done an annual report, in which they

. have indicated what their accomplishments are. But I {hink that

as | have read their reports, they indicate significantly greater at-
. : (81) . .o "
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tention on the executive side fo the kinds of jssues that this Com-
mitiee has been dealing with over the last 5 to 10 years. Bo it i8
that, that I appland, whichs is that the Yice President has given at-
tention to management qgme&;tions which I think have not gotten
sufficient attention at the White House Jevel in the past. )

Chairman STEVENS. In our relationship, your office and this
Committes probably have the closest relationship, as 1 indicated
yesterday. I do hope that you are confirmed. 1 think you have the
background to take this office. .

[ am just talking o put a few shots across youv bow and suggest
to you that Leon Panetta % a very good politician. 1 hope yvu are
LW manager and 2 goot administeator and that po iticy stays
out of OMB during your period ay its dirsctor because we have got
to work things out somehow in these colligions that take place, and
gt, they have been worked out when we have had a non-

political OMB. Pelitics and the White House and politics in the
“Jeader’s office, that is fine, but when it comes right down to it, we
have o work it nut in the final resuit. Se ! hope we can keep it
on a non-pelitical rheteric bagis, : -
Mr. RaiNEs. 1 agree with you totally, #r. Chairman.
Chairman STEVENS. Thank you very much. ’
{ am geing to leave thig, anpd if you gentlemen will excuse me, .
1 will go to 8 meeting concerning Some problems that have come
up. 1 would ask that you have indicated when we go out that, of
courga, we have a mecting tomorrow morning. Thank you very
mueh. :
It is my intention to take tiis up without any further fanfure to-
merrow Tapriing after tlds is over.

OPENING STATEMENT OF SENATOR GLENN

Senator GLENN. I have just one romark before we start with Sen-
stor Domenici, #nd [ have & go te another meeting, also, So, Pele,
you are geing to wind up a8 tse nole hearing here. .

We talked briefly when Senators had gone up to vote yesterday
afterncen about politics. You and I discussed that very briefly. I
think there are tweo kinds of palitics over at OMB. One is carrying .
out the palitics of the President, That is pelitics, of course, He wns
elected to do certain things. People elected him, and he s trving
to earry those out, J¢ 18 your job to put it together with the dollar
figures involved. o ) '

Fhe .other, as 1 said yesterday, was petting on a whistle-stop
train someplace and having the tead of OMB out doing 2 CRIpRIED
stop in the hack end of a train or someibing, and | think that 18
the kind of thing that 1 would be critical of, toa. ’

e Kind Clink the iden that politics has entered into OMB is anys

thing brand-new. All ene hag to do is go back a few years and rea

the David Stockman book if you want to ses how bad things can
really get. I hope we use that as a thing never W be repeated over
there again because that is where there was deliberate dereption
of the Congress, admitted after the fact, admitted, and I just think

that was had stuff., That was ene of the had chapters of Amerim '

history over at OMB. . - . :
8o there are tWo difforent kinda of politics to me. One is carrying
out the President’s policies. That is what you are charged with -

.
at
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doing. The otler in doin it
) : g the fraditional straw-hat- i
8%0}& ‘z‘};i{fg Zz%nk the head of OMB shouid probab ypgg;;n;g?xg?
about 240,000 joi?s[}?bﬁgﬁg oo aduised, with the chpective vere
b e yaar of 72:500. which was' the orisinal abctive of
o CmaNTs 900, which was the original objective of
do;vn the atjonal Performance Review thought they could get
think while some of the things we did * ni
?tnhbzzy%a; Tegislation did help with some oi;} ?ja?atogﬁygiwc: n}n’:;zm;
sz been the pelicy of this sdministration, and a gomi one mia

maveé ahead with that, and I think they have done basically a very

good job with it.
Senator Domenic, you are chairman.,

QPENING STATEMENT OF SENATOR DOMENICT -

. Senator DoMeNiCt [presiding]. Th
r 5 | 1. Thank you very much.

o h&é Ran;es;, ot me sz say it has been my pl easurt.: fo know you
e e ot femtion for yous <Damtment. h tetms of back.
ground and infarmation skille an; e et > e aax
und and info capability. That is not the pur-
g}% o y inguiry today, and § vﬁpoZag]ze for the one additiona}%iay
Our Chairman has indicated he wants to get the matter mn»b

- cluded, get the vote on your confirmation ar not, and as I have al-

ready indicated, I will finish whatev i
, . er I have he i
iaimacggﬁﬁt&heﬁdso?ﬁg t,r‘:eaimni% ofha Repii%;i?:;iﬂgt‘:gi ng’:ﬁ
ndget in lerms of what s said
o3 gt saminiraton el ey s et 1o S
: ang, but would Iike to say thal
means what ours means, even though that is in futzzrz yeg:-s??g

_ if this President and the Democrats did not avail themselves of our

6-year budpet numbers in the dizeretion
ary aceounts
e s a7 hre el Bt Tt o S
evggw y%eali], tgiat.: permit the attack on ozzr}bu‘;;e?.gm fo appropriate
bur}get’ ‘;'lsa dxs{‘;‘ag{:ﬁ me greatly is that this administration has a
pudget, als & and this President takes great, great dehght in gay-
yo% amng ée same economics that you use, we are in balance Iilf*
. and that is impossible without cutting some discretionar; r

“aceounts using the sgme definition of cutting that I just used about

education, without using the same definition of entbing veterans or

entting the Environmental Protection Agency or cutting Natisnal

institutes of Health, All of thes
’ , ¢ must be cut in-
alg in the same manner gver § years that we ébtﬁ: zoul:ﬁtnaé?iu;niuﬁﬁ;

- gay the administration chooses 1o say, oh, we ars not really cutting

them vel becayse the year hasn't arrived yet.

if that is the vage, it iz imprener for you to say we l;ai;e cut edu- 3

cation for the year has not ved arriv
] : ed for those cuts.
Having said that, I guess § want to ask vou what your instrue-

~ tiong are going to be with referen
. e to your budget, to i
’ %sz;' budpet together out there m_tge mini%is of Eh&:sigpe‘gggf"

$ are your instructions geing to be to them with refersace to-

what percent must they cut in the year 2001 and 20027 Is it 20. |

percent or 10 percent? What percent?”
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Raves. Senator, as you know, I have oot been part of this
'de%igta up until now and am new o this discussion. However, I am
aware of the long and important leadership that you have provided
. on thege very questions for a number of years, going back well be—
fore this administration; and particularly focussing attention on the
long-term impact of the budget deficits and the need to confront the
tong-term impacts. So I would just like to begin by recognizing that
long experivnce of yeurs. )
ngth regard to future budgets and budgets that I will have a rale
in if 1 am confirmed, the first step has to do with the instructions
that OMB gives the agencics as they plan for the next fiscal year
and the ont-yenrs, They have rele that guidance fo the agen-

_ cies and have indicated that they need te not unly suggest what -

heir desires are in terms of spending, but have also indicated that
::gzy :ﬁ.d to show what would happen if there were culs of 5 or
10 percent in all the agencies of the Government, not just selectod
agencies in the Government. So it will jve the President a range
of choices ns to how he can meet the out-year challenge that re-
mains, which is o substantial challenge and will require substan-
tial action o bring the budget into balance by the year 2002, )

The President’s ultimate decisions with regard to his budget will
be driven not just by the expenditure side, but also by what occurs
on the revenue side. As we have seen in the most recent mid-ses-
sion review, there has been good news on the revenue side which
heas caused the budget deficit in 1986 to be substantially lower
than anyone has projected s recently as 2 or 3 months ago.

Se, as we move from projections of economic a ivity to actual
performance of the economy, we will have a better ides of how deep
the outs will be. There is mbsolutely no guestion that substantial
reductions are going to have to be made in discretionary spending
- between 1088 and the year 2002 in order to balance the budget
under anvone’s economic assumptions. ) '

Seaamg DOMENICI. What | want to ask you is what we have put
up here on this one, the National Institutes of Health. Hers is what
it says down here, You can’t read this. So I will read it to you.

#ha President’s budget as we estimated by the Congressional

Budget Office includes the President’s discretionary trigger.” Now,

the iricger savs that this is what you are going to do in your budg-
gt to t1§ég Nﬁtignal Institutes of Health. Whacko.

Now, this is what is reported out by the Senate. There are two
reasons for this by the conference: One, the President balances the
budget using the same economic asswmptions and the same CBO.
estimates as we do by saying in these years we will have to do this
to them fo gel in halance. '

1 ask you, would it be just as fair for me to say to the American - .

ie that the President contemplates reducing the National Insti-
ﬁfeps of Health's funding to come to a balanced budget in the same
" manner that the Cengress did, would have to reduce it by 20 per-
cent which is what that red line says? If it is not fair for me to

say that, why is it fair for you fo say that the 1.5, Congress con. *

templates reducing education by 20 percent, whatever the number 7
is, when, as 8 matier of fact, it is exactly the same ind of redne-

tion to get to balance as that, just as objective and just as loose? :
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Mr. RaiNgs. Senator, s you know, I have not been part of this
debate nor in.getling the terms of the debate. 1 understand that
your chart i8 merely illustrative with CBO taking numbers and
then estrapolating them fo the National Institutes of Health, be-
canse the President has not actually shown a number like that in

. his budget. But the big difference here is what will the economy

look like when we get to 2000, 2061, and 2002,

Senator DoOMENIC, Thal may be the difference as to what that =~ .
red line looks like uliimately, what you just said, but it iy not the

difference when the President sayy what our budget will do using
a set of econumic asgumptions and we turn around and say let's
use the same economic agssumptions on your budget, Mr. Fresident,
and it shows that has to happen. : o .

“What 1 s saying is ithat iy just as resl under that set of as-

sumptions as the aliegations about a B-year Republican budget, is

it not? - .

Mr. RAINES. Again, Senater, it is very hard for me {0 comment
on ihe back-and-forth on this issue not having been part of it, but
I think what [ ¢an say is that if you ook at tﬁe range of estimates

- of economic estimates, CBO is on the more conservative end of the

range. OMB is on the more moderate end of the range, and the per-

: '%%ﬂme. to date has excerded both the expectations of CBO and

S¢ 1 think in terms of what.is the likely o"uwome, and we ali

- know that economic estimates this far cut are subject to great vari-

ability, the likely economic outcome is likely {o be that there will
be B need for fower cuts than the CBO estimates eall for, in which
case the trigger wonld not require cuts as great as they are shown
on the chart, and the Congress when it gets there will not have to
make ns great of culs, and the budget resolution won't have as
large a cut in them as well, o

Senator DOMENICI It might be the same for the discretiunary ag. -
“eounts that Regabiicans hkave put on their budgets? :

Mr. RANES. | am sorry, I didn't understand,

Senator DOMENICI. Weuld that not be the same for the extent of
discretionnry ‘cuts ‘required by the Republican budget, that
premise? . . -

-Mr. Raings. Absolgtely, Mr, Chairman, If we tould find a mecha-
nism where we could agrée on the estimaten, I think a lot of this
problem weuld go away. If weg could have a common starting place
as opposed to having one analytical agency in the Congtess and a
different ‘analytical sgency with the President, having different
numbers, and then sur trying to work them out in public as to

what does this number meen and that number mean. | think if we

had one set of numbers; this would become a lot clearer issue and
we conld then focus all of our sttention, our mutua] attention, on
g}céuaily causing A halanced - budgat, w‘h_ich I think is the bhard

ng. :

The process of estimating 6 or 7 years out is relatively easy. We
sre talking about 311 trilbon of spending between now and then,
and estimating a difference of 1 percent ia $100 billion. Just 1 per-
cent in the last year is $100 billion. These numbers are sil very
Iarge. They are-all subject to. very large changes. 1 would love it

if we could have a vircumstance where we can agree on & path so
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3 A8 the CBO, the adminisiration, and the Budget Com-
Etoes have & commen besis. | think much of the difference that
iy exists cou elirminated. . ’
mnggggr DoMENICL. No, that really isn’t true because the Presi-
dent ended up saying I don’t agree with your economics, I want te
use my own. He said that all the way through, and then he finally
snid, OK, you have forced me, I will use yours. 8o he used QUYE,
OK? '
am asking you, since the President used the same eco-
nagd}::aisimplﬁnm gsywe’did to get to balance and a credit for say-
ing it is in the exact same way lhe Republicans have done it, I ask
vou if you will return o your office an provide for us by tomorrow
morning when you are going to be either confirmed or not, i‘m tﬁn
to your book and your computers and you do that. You take.the
President's triggered bu:i:iget, wgmh ;g e;sﬂ:tiy_:gsad on the same
assyrnptions as ours, and you teil ua the I0UOWING. X
If 4 ;i)s hard for you to reymember this; it will be trunseribed, and
we can hand that to you. You tell us, assuming that you are going
to bold harmless the four programs that you want o protect, so
that vou can say that you are net cutling them, and youn know
which ones they are, education, environment, whatever the ones
yeu have said, you hold them harmless in the manmer the Preai-
dent has said h _ L h : ;
this Committee how much the temaining discretionary accounts
" are going to have to be cut under your budgei in the year 1998,
1993, 4000, 2001, and 2002. Will you do that for us? .
Mr. RAINES. Senator, a8 you knew, 1 am not at OMB. So 1 don't
have the ability to command the resources of the agency, but I will
make the request. '
Sen &wr%uznwh Are you over there at ali? E
Mr. Ramxes. No, sir. As I said to g}i P;fsx&ent, I was poing to
kee day job uniil this one came ugh. :

) Sgnrggor I};}'gmgmcx Do they ha:ire éacxga acting director over there?
My, RaiNgs, There is an seting directer. ) )
ngftﬁr DOMENICL. Would you communicaté with that scting di-

rector tonight? It is » very simple request. Tell him that Senater
Domenici understands that he can come up with a bunch of fru-fru,
but ke can do this, This is a very simple calculation. Just teil us

what percent the discretionary accounts of this Government are

going o be cut under the Presidents triggered budget. The {rig-
ered budget uses the same economics as we do. What percent are
ey going to have to be cut if he intends W0 hold harmless the ac.
counts he said he is going to hold harmless? ’ s
Now, 1 don't want to give him an out, So-let me just add, if they
don’t intend to hold them harmless, indicate which ones they don't
intend to hald harmless and give us the percentage cuts.
¥r. RAINES, T will be happy to make that re uest,

Senator DoMENICEL Al right. Yeu might the acting director

that 1 am mischieveus ensugh on this one to say don’t approve him
until that acting OMB director telis us that in writing because they
huve been escaping that and dancing around thal and saying to
veterang we won't ﬁave {0 cut azl{t;}nung, and we are nel gaying you
have to cut anything. We are as

have to be cut, OK?

2 is going to hold them harmless, and then you tell

ing what the budget says wauld

&7

Mr. RaiNgs. Senator, I hope the fute of my nomination -is not
going to hizzge on one question being askad to OMB. :

Senator DOMENICL It may not. Nobody may be intercated in .
what 1 have {6 say aronnd here. '

Me. Hanves. Ng, ! think evervone has a preat interest in what
vou have to s:gr, but 1 wonld just ke to say on my own bebalf, seiﬁ
arate from a debate that 1 have not been a party fo, that my only
desire hiere is io respond to the President’s request to serve my
country.. ’ . .

He has asked me to take on this sssignment, I said yes. I said
yes on April 12th of 1986, I would like to begin taking on that as-
sipnment. T would be happy to work with you on sl of these ispues
pnce T am confirmed. But 1 can’t do anything. I can’t make any
progress on this, 1 can’t influence policy; 1 can't in any way move
this discussion slong #8 long as 1 am unconfirted.

Benutor Doaesmict. OK. )

Mr. Raives. So my only mt}uest ig that I would Hke to work with
you, but T ean’t do that until I have a position.

Senator DoxeNici. § understand, Maybe what | would do is to-
morrow, if we don’t have that, 1 may ask the Chairman if he wants
tp confirm you subject 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, s8¢ ag you communicate it, that we just
need to know under the President's iriggered budget bow much
veterans will have to be cutlg%f the yeur 2002 in any quantifisble
terms they want to give it, O oo

Mr. RaiNER. Let me seo if | understand. As | understood what
you ssid previously, it was that you want to know if you teke the
aceounts that the President is not holding harmiess, what are the
ia}gigregahe cuts in discrefionary spending necessary to be made fo

ance under COBO assumptions. If that is the guestion, the sgere-
gate cuts in discretionary spending, then, I;wil? communicate that
immediately, but alse, in the event that 1 am confirmed, 1 will gee
that you are able {o get that number, - )

I don't knew if § can do it all in the first week, but | will assure
that vou will get that number ’ B

Senator DOMENICL OK. I guess what I am going to have to add
to it, because you are very, very sharp—you have just seen how
that can be answered and be as meaningless as possible in the an-
swer. Su let me say if the administration intends for any of the re-
maining sccountis to be held harmiess in any way afainst, that ag-
gregate percent, indicate which ones, and then indicate the cuts
that will have to oreur in the rest of them. o

-1 might say to everybody listening this is arithmetic. This s not

- & question of picking and choosing. This is almost a wmatter of

arithmetic, .
Mr. Raves, I understand the guestion.

'_ . Senator DoMENIGI, 0K, What | weold show you, just o you will

know, this iy what I think they are, I think Nativnal Institutes of
Healtly, under the iriggered budgef, yon huave to cut it 20 percent
in each of the last 2 years, and I believe the Natisnal Science
Foundation—this is one week wa keep saying President i for .

. seience. I think what has fo happen is that is the way you have
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to cut it, which is in-the last -2 years, 20 percent, in ord_er to get
o anee, - d hat d 1 : to gsee how
My good friend, Kit Bond,. has pushed hard and long }
mucﬁ %eterans get cut, but it wﬂ{ look very much like that since
i t one that was held harmless. ] .
* l‘flrgfrig; said that, I have one more series of questions for ygt;;
and I appreciate your patience. You are sufficiently ll"aglhar wit
budgeting to know that we estimate a lot of things, right?
r. RAINES. Yes, sir. - . ] ]
3ggiator 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 nomenclatu:r
MB uses and CBO uses. )
th;‘t't?m 1993 to 1996, we asked the Congressional Budpget Of'ﬁcﬁ tg
look at the budget and to assess for us how much the deficit ha
- annually gone down versus what was estimated in 1993, and cumlllx-
lative, how much the expected debt was reduced. You know the
number that is being bantered aroundgiés $407 billion as the cumu-
i i i of 1993 versus 1996. )

Iatll-‘;esltcl:g (;'lrfyszgzl:flfgio compare the 1993 and 1996 deficit figures to
those forecasted by CBO in 1993, and then attributed the resulting
it tions to three sources. ) )
de{i::;tlf: dgl(l)cblz:rr;k and talk about technical re-estimates. That is one
~ category that we asked them to look at, improved economic condi-

i d legislative changes. : )
tm'i'lge?rnwen%]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 wa; lﬁ
duced a little bit because of an interest change, 3 percent, $12 bil-
lion. The economic assumptions, because we had already been as-
suming pretty good economics, that$\grint1)l_clll_be_thp delta. The im-

omics was 13 percent, or illion. . )
pr?;r igizc?;l corlrect, I justpadded this up, and it looks like what is
left out is 30 percent of the deficit reduction, and that came from
oy bikes, : echnical re-esti-
I am going to ask you, would you agree that the technical r o
mates which are led by $81 billion that were not needed for he
’ savings and loan bailout, that the technical readjustments.or tech-
" nical re-estimates would have h;fpggedt?whoever was President, or
be if we didn't even have a President?’ .
D,nliv)![’r. II{A:”I\?ES. 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

' t . - . 3 -
Prng:;r DOMENICI. Are you telling us that the $81 billion in sav-

, a .
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 é‘ac:ﬁd
in the market improved dramatically during the period, and the
value 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. 8o that underlying economy -
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had a great deal .to do with reducing the cost of the RTC and the
. B&L bailout. : S
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 just overestimated how-

much it would coust.

The tax hikes, you will take full credit for reducing the deficit Hy

the tax hikes, will Jou not, on behalf of the President?

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, but, in fact, they

had the desired effect an produced more revenue than was esti- )

mated at the time the taxes were approved. )

Senator DoMENICI. I don’t ask whether they were effective. Some
around here said they weren't effective. | am giving you fill credit
Jor reducing the deficit by increasing taxes.

Spending cuts up there, I regret to tell you, 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. . - . -

r. RAINES. I think your category of spending cuts is only look-

ing at the discretionary reductions in spending and not éntitlement
reductions. '

Senator DOMENICI. That is correct, . :

Mr. RAINES. They are actually included, I think, in your technical
re-estimates or reductions in spending for Medicare and Medicaid,
which I don’t think show up in your spending cuts, but do rep-
resent—— - - :

Senator DOMENICI. 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 billion is lower spending on

those entitlements as a result of improvements in econemic condi- -

tions, improvements in the medical inflation rate

So, depending on how you want to count cuts, if yo‘u are only -

going to count discretionary cuts, you end up with one number, If

Yyou count all reductions in spending off the baseline, you get a sub- -

stantially larger number.

Senator DOMENICI, Maybe I would say those spending cuts up -

there of 6 percent, $26 billion, are the result of a positive poli
change. I don’t believe any of the entitlements that go along wit
the $81 billion in S&L—1 don’t beligve there was one single policy
change in Medicaid, Medicare, or any -of -those programs that

- caused the reduction.
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Mr. Bamizs. I think-it depends on how you define a policy
change. If o policy change iz Congress passing a statute—

Senaior DOMENICE Changing those laws, that is what I mean.

Mr. Raings feontinuing] Then I think that may well be true, but
there are a lot of policy changes in how programs are implemented

and the kinds of pressures there are on the vendors.
"~ Everyone invalged in the health care industry was under enor- -
mous amount of pressure during this pericd te improve their pro-
duckivity, to show that they could operate much mere chenply, and
that pressure came as a result of pending legisiation. I came also
through policy actions by the Department of Health and Human
Servives, ,

Se, if you think sgain of policy as heing broader than lagisiation,
there are policy reductions there. ) )

Senator DOMENICL Knowing you; I wouldn't think you would sit
there and even implicitly say that this administration made signifi-
cant changes in the way Medicare was administered and, thzzsi

saved the few billion dollars that come about by way of a technicai |

adjustment on the reduction of Medieaid cost, would vou? )

Mr. RaINES. 1 den't say this administration alone, but I think
that the tightening of administration of Medicare over the last sev-
eral years has had a substential impact on the actions of providers.
Many of them have announced that they were going o reduce their
cost increases. . . o

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 1 think that there are things the Government can de other
than pass laws that have an impect on behavior, and | ;thmk'm
that case, it is not just the administration, but the administration
and Congress had a substantial impact on the behavior of medical
providers. A l-percent change in how they change their cost is an

. enermous gumber, ’ )

I also peint out, within the technical changes, there i3 another
one that 15, I think, 8 particulaxly interesi;inf one, It shows up as
& technical estimate change, but it is alsp sdditional revenue that

oceurred, not from a tax increase, but from the fact that because

the economic conditiens ware fmfmving for corporations and for in.

- dividuals, that more of the total income was made up of corporate

. income and therefore, more tax revenue was available. Now, that
is the result of an improved economy.

Bimilarly, capital gaing during this period had been substantially .

higher than were catimated. Again, that is not a tax increase. It

is simply that capital gains were oecurring and were being realized -

. by individuals. Both of those are counted under technical, but they

. could just as easily be counted under economic because it is the un-
derlying sconomics that cause porporate income to be higher. It is
the underlying econemics that cause the stock market to rige. It ie
the underiying ecanomics that reducelinterest rates that cauge
bond prices to go up.

Senator DoMENICL We think that is § percent, or $12 billion, ac-

cording to what we have got. Those technical readjustments are
$12 billion aceording to what I am geeing on this chart,

. it is fair that the

. ub~ob, we don't intend to cut veterans, we wil

41

. Mr. RAINES. My number is wbstan;iall higher: Mine i i
;:;m‘ Again, we ¢an try to resgive the di emi?th&m;ngfjihf&?ﬁéﬁi -

TS

_ Senator DOMENICL. All right. In vour written res
tions from the Commities, you ex%zﬁxse& a strong @?ﬁﬂ%&?a&fﬁ
concept of & unified budgel. Some Democratic Senators continue 0
argue that the Pregident and the Congress nre raiding Social Spou.
g‘ﬁié}; wsing a unified budget. How do you respond fo those acouga.
Mr. RaINES. The purpose of the unified budget is to g x-
frsgsawn of the 2::&33&&?2?&%}3& Fedaral Gove Bt on e oo ex
t is one place where you add & altogether, the income and mtga;

~ and you determine what the overall impact on the sonomy is. That

is really the only purpose of a unified budget. To that exten
i ]  of . t, th
;zgggcéx g}zé ge economy is what the zzmigﬁ*iyizzg deficit numberg

P understand the concern that S‘ezzatcm have that when we falk -

about a balance budget, we are including trust fund balances in.

that caleulation, even though everyone knows thase hala
not available to finange oth o 1 think that
K %d Hable L ce othaer paris ai: the budget. 1 thgai{ that is
at it says to us is that as we move toward & balanced b
even then we can't assums that all of our problems are mlvedl?&tifg
there are other challenges facing us out past the year 2000 that are

generational, caused in large part by my generation, that we are

goisx;g@ifa;-fwﬁg&&l ;v:x ;:E;}iﬁizce:} badget is our i}zta i L b
gﬁfg&?ﬁﬁiﬁi gl%?‘:ﬁzr needs and ;s CORSL ‘t::] g: naiona
anéleﬁzcgin oeﬁ?ﬁg?i don't have any further : :: N és"mn‘g
et mpimen, 3 oy i T 0
e N ex ym,l‘ T wani to be helpful

& national ecenomy, to have 4 national -

© Senator DomeNicr. T very much want to repeat that I dsn’lf ex-

pect very much in terms of what I am asking for, but I believe if

an administration is going to take a S-year discretionary budget .

that Republicans put topeth 1} 4 icas -

tht:i suhm t?tal ns tﬂ gother and tell the American eople that

and, therefore, they can be blamed for the cuts that occur, I beli
f‘;resident of the United States tell us how ;1::}?

he must cut to get to balance in some way that is comparable. I

. den’t ask for anything different. | {'u‘z:slt{ ?s:;ﬁthaiezhey (;;ell us over = -
at triggered budget cost in ..© |

that same period of time what wil
cumzn any way that they want to describe it.

Vhat they have done that is interesting is they have said edu.
cation will not be cut, no matter what it says. So you put that in
going vut, and the,? say this account will be cut, so it is ‘going up, -
but then they don't want to take the blame for how much those
others will be cut by letting their particular delpartment head say, -

; ] .take tha '
lby time. Well, at some point, that cannot be the right an:\atg‘ y:r?&-
you understand thiz quickly, I see, by your demeanor that yoﬁ un-
derstand, and I believe we should Jjust get officially what those per-

0se years of caps are effective for epublicans 3
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centages wilt be. Then we will 81l be gung he to have ytm“ part of
Y wﬁﬁfﬁég a’?‘n}iank you T

g&é‘]aéﬁr DoMENICH § have no further questions.

My, Raives, Thank you, Senator,

GPENING STATEMENT OF SENATOR LIEBERMAN

[EBERMAN. Thank vou, Senator Domenidi,
gf: ﬁ%:&s, 1 am sorry 1 am late gettm% here, 'bu?i 1 Iam eg’l&f i
z:ame' by because I witnessed g.u gnd %ﬁa;kdggg tézds“éhqﬁg‘%‘ e
Senator Domenici. There is nobody Wng U tands the exico,
i Senate better than the Benator fxom
mﬁ :ﬁgngi;: a little wug}%ﬁamfgmgs&l 33; tﬁ}za;:}g zi‘g {1?11};?0?1 ;z}g
ticed that, but he is very imr. ine 18 at the conc s o e
i ould be a good OMB director anc 1
?gﬁat;‘% tﬁ:m:g?:}tiyzgg Eith you, 1 think, is about the highest com
' . at this time. -
pliment you could pet a : . nate observer, | think
hi sav so as not exactly = dispassi
if glé ?wlﬁ of ygn work together, it will be good for the vountry a,a'
w?i'robably should leave my remarks for that, a!lawiizgig ym& ::{1}1 s{:?;:-
1ade this experience on & high. 1 do have & couple of ques s re-
lmgizzg to the DOD budget that I would Kke to submit ;ﬁ; yg o
égze record, but I do hope we can all work together in j:gw <&S . one.
your‘éxtrsior&iaary axperience in thg gl;é}i;i&aﬁi tigﬁvaadmizﬁstra-
- o, the real need as we come ¢ nd of th . -
?&g;iﬁ ?tim&: of transition either to & new admamstraz;;m 0; :;:z‘ 2&#&:}
ond Clinten administration. There1s a real need to ?‘{f omebody
fisll time at the helm of OMB as soon a8 possible. So 1 hep
e e s or i - | know is considerable
s for your willingness at what o
m} égg‘é& %a};ome bgck into the ;iubﬁc sector and perve your tountry,
and I, teo, look forward to working with you.
Tha% TNES. Thank you
Mr. Raiues. Than .
tor DoMENICL Thank you very much. e
%R?él zmd in rocess until tomorrow. If there are any written ques
tigng, we will leave them open, then, until tomorrow.
Thank you. 'i‘%ﬁ?nkkyau, Z‘aér{ ﬁ.ta;?w‘ ‘
. Ramves. Thanx you, OER . ; )
?"%hemupon, at 4:52 p.m., the Commitice adjourned.}

- President's diseretionary

"TAPPENDIX

-

" 'PREPARED STATEMENT OF SENATOR COCHRAN
M. Boiges, [ am gled o see you here loday before the Governmental Affadrs Com-

milten, - .

1 balieve the Fresident made a wise cheite i selecting you 4o head the Office of
Managament and Budget, From gur meeting sud from !\'our'rwpemesg o the Onm-
mittes's questiuns, ¥ can tell yon haye spent a pood des of time thinking about the
imgues related to the mansgement side of the job, That part of the Director’s job s
ey times forgotten by nil except the Members of this Committes, which have to
address these muanagement issues. | will losk forward to the spportunity to work
with wou ni management reforo, particularly Gnenciel and muntin% raitrm. t be-
limve Your expertise gained in the private seclor will be extretoely halptul.

1 would also Bke to sddress the budget side of the job. Through ithe balaneed
budpet debaie of lasi yeer, it was clvar that the Cengressional Budget Office (B0

sand the Office of Management and Budgel (OMB) were not on the same egage. The,

Hudpet debate turned o focuning on poliey snd is:ending cha needed (o pach
a 7 year balanged budget, W disagreements regarding lechTieal economic assump.
tions ysed by CBO and OMB in the fermulation of the two hudgets,

I would hope that sz Congress contintes to work towards a § year Balanced Budg-
et through the Bodget Reconcilintion process, CBO snd OMB will both use congerv-
ative economic assumplions in order to make any budget plan more credible. The
Pregident and the Con agrend tiggﬁyear in suact fegislating to achieve a bal
anved budget no later tgan the year 208F using the must recent economic and tech.
nical sssumpiions of OB, | would hope thst as GMB Director you would be willing
to tontinue to work under this apreement. . ; . )

Ar 3 member of the Appropriationt Committee, | have gerious concerns about the

: % ret. Many of the cuts in the President's budget are
back hsaded, The wouph demision are pot off for anuther day. I mples little sense
for the {ongress to increase funding apd create 8 larger program infrastructure, if
the programs are going 1o be cul in half or eliminated in just a few years. | t:ofm
that s OMB Director vou will wark with the Secretlarien axd others {o give to the
Congress and the Appropriationy Cammmities a much more reslistic view of what
programs the President will aod will net suppert. 'We need s betier sonse of the Ad-
ministeation’s griwitiwa if we gre to do our job for the Ameriten people.

Thank yvou for coming. | a&gmciate r willingness to gerve in goverament, an
1 look forwand to working with you §n the futyre on a wides range of istues. -~ .

ANEWERS TO QUESTIONS FROM SENATOR COHEN _
1. Do yon believe that agencies shéuld be' esm?ﬁad‘w demonstraty that thay

hove analyzed and restructured the way they do business befure spending money
uix technology which antorcates existing grocasses? - . o :
A, Agencies are accountable for delivering sysiarhs that produce misgion.

* yeloted reseils sod I uoderstand that OMB is respensibie for holding them
reoonntable. § believe the joformation Techuology Monagement Reform Act
{ITMRA} aﬁlpmpriamly_ smphasizes ageney responsibilities in this context
by establishing a strong voive within each agency to be advocate of intel.
Ligent use of IT—the agency chiel information officer {CIO), Under ITMEA,
the CI0 becomes the proporent of the strategic view before investments sre |
made by asking three importast questions: ulid the grvernment be par.
forming this functinn, or ean it be privatized? Can snother &gnncgfe arm
the function? Hes the process to be supported been re-enginedsad? In other -
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words, agencies should focus on reenginearipg how the work s being done,
even asking whether the work needs 10 be dona at all or can be done better
by someone slse. Only after completing these analyses should sgencies con-
mder IT-scquisition steategies, OF course, there will be situstions where
ahort-term investments sre required W assure that exdsting IT systems con-
tinue {9 suppert an ing misgion. | expoct the number of guch cnses to
decline as seand capital planning becomes the norm in Federal spencies,

2. The ITMRA requires that IT fnvestments huve a meagurable, positive return
on investment Shauld agencies bave to demorstrate to OMB and Congress that
@ woe ruissiun-oriented oost or performance
9 reguirg ageoeies o
identify messurable performunce shjectives, e.g., reducing the time it tahes i per.
form a particdar fonclion, mensurably dmproving productivity, o producing hard
dollar savings? What, in your view, is the Best way 1o ensere that TTMEA mansge
ment reforms resulis in messorabls oot or performance bnprovemssts, oot just pa- . .

improvements before these [T sysiems are funded? Wil

perwark or provedural change?

A 1t in my understanding that OMB stoff arg revising their guidance o
sgencies to i&ip tmplement YEMEA OME s2aff has developed a revision,
known as Part 3 (Planniag, Badpeting, wnd Acgisition of Foed Assels), @
OMEB Circular A~11 to enrourage » fe# W tonfinet s capitai planning
process for fixed assets, inchuding in ativn technology systems. Part of
the purpese of theze revisions is to inlograls reguiraments io moeasurs the
performaroe of fixed nssets 5o that sgencies gre not required to respend to
several different requests for sinilar types of information. For example, the
Goverpment. Performinnce and Results Act (GPRA) requires agencies to re-
late the awgquisition of assets to the performance of agency missions. The
ITMRA revuires that the performance of large 1T systems be tracked. The
Federal Aequizition Streamtining Act (FASA V] requires agencies to develop
perfarmance mensures for all procursments and to irack them. Circular A-
130 discusses the need for planning for information techoology as does
OMD's Fixed Arsets Bolletin,

Part 3 will ask afenciw for a sipgle submission of information about the

justifieatien for and performanes of their proposed major [T systems. OME
defines major systermns asg those that require apecial management aitention

Dbecnuse of their importance o an sgency mission; their high development, -

operating, or maintensnee costs; or their sigrificant role in the administra-
tion of ageney programs, finances, property, or other resources,

Asother poal of Part § bae beers 1o sesure thet the information OMB col-

lects i derived from ioformation that is useful to the agencies. It is my un-

- derstanding that the ;rarticipat%mng aﬁxﬁg ] GAO representatives in

the davelopment of Part 3 has helped OMB develop a2 more workable proc-

ens of data eollsction. § belinve that this will provide a scund basis for re-
fores angd emphasis oo resulles in IT cystems munagemesl.

8, In your view, what should (MB do to foster and improve the gmmment»w;ga
rewards

ities-will be most sffective in encouraging agepcies in comply with

and agency management of information ogy? Whet inceuti

ITMRAT How would you balance OMEB oversight with agency sulonomny?

A. § uoderstand OME in potting bn place a number of mechanisme to im.
prove information iechaclogy management. First, the interagency ,gm;:g@
ostablizhed by Eresutive » Na, 1301}, *Fedsra!l Information Teeh-
npiegy,” are expected to pley & major role. The Thisf Infurmation Ofices
Counedl will be the principal forvm o improve agency practices on much
mattors as the desigm, erpization, use, sharing, sod performunce of
apency information resources, The Government Information Techaod
Bervices Board will provide opportunities for crossagency wooperstion o

. using infermation sescurces $0 support commen opersiional srezs and o
develop shared intergevernmental resourees and information infrostrocture
services, and will make recommmendations regarding technical standards io
be_ady government-wide, The Information Technology Resources Bonrd
will advige agencios and OMB regarding the development, acpsisition and
manapement of major information systems. A major gonl of this-strueture
s to facilitate both agency autonomy regarding information technology
management and effective sversight by OMB in & complementary manner,

“

ond aequisition of information tecknolo :
gy aed the budget
the budpel review process tp awcommodste t}w ?‘;‘?fﬁa fecua on measurable

8. Ap you sre aware, ITMRA estsblish
tant i it for the CIOs i agency CT0s. In your view
uf techuionl knowledpe t:n?ia e Tehe senior menagement team? What balance

shoald CLUs hoves skills versus the amount of management expertise

g5

Second, } undmn!.am! that OMB in I ‘
, ; tends to avaluate i i
murtwu manpgement practices and programs esu:c!,a as a;ier?cgfl?hf:rglnanmr;
wet process, aoal{m! track and evnluate the risks and results of mujor
or information, s&stem.u. Using the budget process will-

) % that demonstrata that I
of mvestment can be srpacted Lo yield identifishle beneﬁts? T;:iic‘;r?ﬁ l::;ﬁ

capital investmenty
provide inoontives for those agencies

23 n disineentive to those apanciey that cannat show that espital invest. -

ments in their information systems are achleving the results intended, Uit
performance, and a reg.

mately, the incentive must be improved misst
egnition of ihat improveent, by s 'intereaatgd&j;ﬁa?ﬁn.

4. Da you sgree that theve needs o be & strong link between tha

3 of Chonlar A11 reguives o ieg o i
zgi?&k&?&y&wiz full onst andgg:f‘ : mmée " m%@%;g‘ﬁm?
o Blierna ve aoquisitions, and fo M e & justification for the seloxted

5. How do you think sucesssfl implementatic )
i her critie £ tation of ITMRA will om . )
. ew"f’ggﬁﬁ of sther &} mansgemant reform initistives suth }}w wﬁ%’?*’f g}f‘*z&a»
| Veia vers Ack nad the Governmens Performance ang Rewtite Aoy ief Finan

A Part 2 of OMB Cireulsr 811 Pre i o5i

; ; . Freporation and & ¥ ?
ﬁ{:gg ﬁgybmt% ézepifamigx 1985, requires agenciss {f’ ;um“ma ﬁig‘f@fﬁi
gioty and what goals ii’tahnnpe: i:achim. how & &genf:y e @iW$ ita mis.

Part 3 of OMB Cireular A-11 Planning, Budyeti

4 N . . 1 . B 2 iaith
ﬂu?:aﬁsx;zgt t:;cgﬂgyﬁpubhgh;}&dto address the mgg fn? ?geﬁgifgémg
: tiions, including major IT jovestm iag 1 i
tives of FTMRA to the budget process § S pmmh“ he o
;t:ggrémggﬁ:[qireﬁenm of tt};g: CpFO Act, G?’rtﬂﬁ? i“‘tg‘gf eVS :ar:?l !TM%‘; %c!;tge

; CIBE L0 repert Lhe impaet of 1 ndi { Bets, | .

ing umgrmatmn technology, and top?:levglo; Ll ﬁ‘iﬁlﬁsﬁf gf;f ansets, inehud:

A. 1% is very important for the CIO to he \
) rt of the seni

;qu;;; ﬁ&? :ggmy hea;d is expected g &Imma CIO tn 222322 Tl?ém; m??;
eonirces mmm%zm?:t resperaibiites R 0 Sgency's A o Tt

; determined by the aéencg !ma:! ﬁ:‘:ﬁzn Crson et gt of
report to the wegﬁgﬁgﬁéz,f&nfg% Ztgmiagh a@?@ i%%ﬁ ?{b?gg

e ) e te work on p daidl iy wi

e e s Qe of e apmcr v e 0k bt e i
B e I e ety e e o T
Work process r’edmign’in areas being B B sziam,c My ciid
development of information technslogy wegr;z:& ;‘z{:{fai&nm ﬁ@f&@" e

The CIO should heve extensive knowisd Do
The v 3 of
;}i:zc:} ;Xf;“;’g ;g?;i& mfma@fwmﬁgmszimzwﬁ?ﬁ m&gﬁmﬁz
» B re developmen i & y :
féiga &f informntion systems capabitities to wm%héﬁammmm ka:;:i-
zu;a p:i?gra:zm n;m;z;é:i it nn:t};"i of inig}rm&tma techoslogy o cmat;
ow p =visw them on the associsted rd .
tigues for minimizing thosn pisks. Uttirmately, m&g@mm?i?y:g:n@a

~mare imporiant than technicnl knowledge, bat 8 vigi
visisn of technolegy

rizategic tool is essential to a CIQs su e

.

how Hmpors

manage .
rocess? Hom would you .
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96 |
ANSWERS TO QUESTIONS FROM SENATOR LEVIN )

Procurement and Acquisition Policy . ) o )
The Office of Management and Budget plays a key role in establfl_sg;lg gt;v;rrxé-
ment-wide_procurement and acquisition pelicy through the Office of Coelt::act.ing .
curement Policy. and through the bud?et process. The Competition in n Hog
Act provides the statutory foundation for the Federal pr_ocuremei}t ptgoess. mt.ci'ons
ing 1}1).1“ and open competition for government contracts with only limited excep .

ition ir ) ing i not only

agree that competition in government contracting is necessary only

w%h?aoiny?:w prices, but alse to avoid favoritiam and conflict of mteres_E, and to pro-
vide al} offerors with a fair chance to compete for government contracts?

ini jon i i tem firml

. . The Administration is committed to a procurement sysiem y
ro:te} ?f: competition and impartiality and to the success of a bipartisan tid
fort to rely less on bureaveracy and more on streamlined, Fustomer-g}:';?n >d
practices. Many of the recently enacted reforms—including the ability 1
apply simplified source selection procedures to a larger range of commercia
item acquisitions and the general authority to implement competition in a
manner consistent with the need to fuMill efﬁ!cle:gg ezlh:o gcvzleynmtir;t :a ;leé

i ts—will provide agencies with the toals net realize t
?;];Znﬁnlowev:lwgts, higher quality, and greater innovation routinely se-
cured by private firms that e maximum advantage of the vigorous com-
petitive forces of the commercial marketplace, .

] = d open tompetition,” with its
b. Do you support the statutory standard of “full an
objectiveygf matl::'apt.oaining a level Sz:\ymg field for all offerors? o
- . - » . . to pre-
. . As know, the Administration has remained commit
se:'\vigge sthe fg'ltlmand open access that has become a hallmark of ou.r'Fedf}:a'l;
procurement system. The reason is simple: the vigorous competition tha
comes with giving all responsible sources an apportunity to ga:l'hmpab? ca:;
translate into better prices and higher uahlt:j;. The main challenge of ou
recent reform efforts has been to ensure that the benefits of competition can
be reaped more efficiently so that agencies can carry out their mlss:ongdm
a more timely and effective manner. Together, we have made great st;: '73
in meeting this challenge and [ look forward to working with you to utlh
upon this important progress. We need to continue to work to ensure he
opentness and allow the streamlining that will enable agencies to deliver t e
value owed to our taxpayers, firiot o
i ffice of Management and Budget, under your direction, work to en-
sutl:'.e Vt\;:;lt tcl;flt?acgecgntinue g: be awarded on the basis ?;f full and epen competition,
except in the [imited circumstances permitted by statute?

. . We must strive not to avoid éomp_etigion, but to take advantage
of ?ts ‘Ene:ny benefita in a mare effective and efficddient manner. This hasf?ee‘:.
and should continue to be, a major geal of our procurement reform efforts.

2. In the last Congress, this Committee held hearings on tontract off-loading—a

practice by which Federal agencies have sought to aveid competition and contract .

i i ies. Because nei-
ight requirements by entering contracts through other agencies. E :
?Kgs:aggen;;qaccepts full 3,1:1:.3 nsibility for negotiating and administering the mne
tract, off-loads have resul in constderable waste and inefficiency. Do you pg;e
that it is important te assign clear lines of responsibility to avoid abuses 1§e::n r-
agency contracting and that OMB has a special role to play.in this area because
oF the involvement of multiple agencies? - : i .
. . ibility for
A. It is important to make sure there are clear lines of responsibili
interagelicy eﬁg;uisitiuns‘ Improvements in that direction have recentgy b e%n
incorporated in the Federal uisition Regulation as a result of let.i -
eral Acquisition Streamlining Aet of 1994. For example, the 1}3 ations
have been revised to improve provisions governing the exercise of no(riny
“Act authority for Federal agencies to purchase goodg and services un It;:r
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. S . . | '
OMEB has a role to play because of the involvement of multiple agencies.
For example, section p51 12(e} of the Information Technology flanagement
Reform Act encourages interagency acquisitions of information technology,

27

subject to appropriate management controls. Properly managed, these con-
tractas can leverage the government's buying power in & dynamic market,
permit agencies to choose from a broad variety of current technology offer.
mﬁsi and reduce overhead and transaction costs to the government as.a .
whole. ‘

3. Congress and the Administration have worked closely together in recent years
to streamline’ procedures for purchasing commercial products and to encourage the
use of such products in place of government-unique products. The -Federal Acquisic
tion Stresmlining Act of 1594 ang the Federal Acquisition Reform Act of 1996 ex-
empted commercizl item &rocurements from a broad range of .statutory require-
ments, inc]ud}rg the Truth in Negotiations Act (TINA) and tha Cost Accounting
Standards (CAS). However, many products purchased by Federal agencies are
unique to the government and cannot be
products are purchased under sole’source contracts in which the final price depends

A. Yes, However, I hope that in the future the agencien will find less and
less need to make purchases un a sole-source basls, For example, the De-
partment of Defense is working very hard to limit the use of military speci-
fications in favor of commercial standards, The goal is to allow companies
to use the same design and production processes for their military work as
they do for their oommercialp work, As we move closer to an integrated in-
dustrial base serving both commercial and government needs, we should
see an increase in the eategories of products and services where competitive
forces operate to ensure reasonable prices. - . ..

Regulation and Dispute Resolution a o
4. The Senate Governmental Affairs Committee is spearheading efforts to reay-

thorize the Neﬁotiat.ed 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, H reauthorized, both laws may call on OMB to take action, includin

eliminating red tape in the establishment of negotiated rulemaking committees, an
possibly overseeing development of Federal policy on the use of binding arbitration.

2. What priority would you place as OMB Director on enmurag}ing agency use'of
negotiated rulemaking and alternative dispute resolution methods?

. A. T am very comfortable with the Administration's current policies con-
cerning both regulatory negotiation and alternative dispute resolution
(ADR). Both procedures can have enormous tential in the right instances.
As President Clinton recognized in E.O. .15366: “Each agency also iy 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 ail types of consensual procedures,

b. In your view, how does agenr.; use of negotiated rulemaking affect OMB's role
in overseeing the development of
broad support among all the parties interested in the rule?

A. A regulatory proposal that has been developed as.a result of negotiated * -
rulemaking and that enjoys broad-support among all the parties interested
in the rule deserves special deference as long as it is consistent with broad
Federal policies and the specific concerns of other agencies,

¢. Do you think it is constitutional and useful for Federal agencies to have the

ederal rules? Should OMB give added deference -
" to proposed rules that have been developed using this' process and which enjoy

option of a eeing to use binding arbitration to resolve certain disputes, such as

those that do not invelve significant policy questions?

A. As to whether it is constitutional for Federal ncies to have the op-
tion of egreeing to usa binding arbitration to resi:ﬁ:e certain disputes, |

* have been informed that the Justice Department’s Office of Legal Counsel
(OLC) issued a formal 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 Federa] agencies. If confirmed as OMB-
Director, I would defer to OLC's views on this constitutional issue. -

A ——
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Ad to whether binding arbitration would be usaful for Federal sgencies
I think that the answer wouid depend on the partcular droumstanges of
ench kind of dispute, Not il disputes between priveie lgnrt;w are resohved
throwrh binding arbitration, and ¥ would puppose thal the same wonld hwid
true for disputes invelving the Feders! guvernrmeni, Dor example, whereas
biw&irzgiarbzmtion would appeay to be useful for resohnng disputes of fact,
it would not nppear % be appropriate for resolving disputes over the progri-

ety of & Federal poliey.
&. fa March 1997, caiminating an Syear Btate-Federnl offort to standardize State
waler guality protections for the Creat Lakos, the Siates bardering the Great |
are required to gdopt water quality standards, antidegradation policies and imple-
mentation procedures consistent with Federal Great Lakes Water Guidancn isaued

by KPA in 1985 If o Stale fails tn mest the deadline or sdopts invonsigtent stand-
avds, petities or procedures, BPA in requived o impoge the sppropriste portions of
i that Giuse. The succean of this unique StateFedern) imrtuwth
1s sipengthen fireal Lakes protettions while leveling the yepulatory g aying field
withia the m%iop will depend upe ¥ tate comphi-
anes, What role, i nny, o
A TIMB, through OIRA, reviewad the Notice of Prapoted Rulemaking and
the Gzal rule referved to g the Greet Lakes Water Guality Guidance. Hav-
i fulfilled its respensibilities for regulatnry review under B0 12866, g~
ther OMB nor OIRA have any direct role in the aplementation of this pro-
gram after promulgation of the rite, .

99..

Anxwer to fuestion fron Senutor icbermsy

1 the Defirnse wes x3 | roentioned in h {
s the ray opening stalerneat end xr wo wividly
highlighted by the noflrteate botibing of our toop barracks in Saadi Arzpin, we ar

" becoming incseasingly coneamed thiat oue defense badpet and priocdties s being focused

on&a;mgﬂm Dall, %% well uy we 1 the Congress, have been 1o tied
axamining yearly increnentad changey o past Defanse budgety cathéy thn nnkfngw
fondernzmast tang teom questions aboot what owr foroe snctize showld Jook Hike given
changes that have conmrred sioce e dissobzdon of the Sovict Union, Whit cen OMB
to hielp vy better talior our defosse budyet fo the throndy we are facing? '

moﬁmwrm@mmﬂwm'%ﬂzw Dlefenss

a " of .

Nmmsﬁmgwmwqumwmm:amx

Om*xmmieinnj:mm‘ o gwm?bm A You ko,
A % 1% 50 £rTS ing & itatie

eational miliry strasegy sow and b the S, e A

The Prtsiderit’s 1997 dafense buriget, fouded on the Bottem - Up Review

Yuers mmmmmmummwgmﬁgmm

:;;wmd m‘bmmwmwgm’smmwmm suprport
m»mbanﬁlgrymmh:gh frects of taining, and quekity of life progrums.

mmquMImmwmﬂmnkmdmﬂiw

Ermining #nd capabificy that has provant sl sich time owr foroes wers deployed.

Fhe President’s uadget also provides additional rest {sdor inflation} fnding
dww:ngwwmmmmnm&mw rﬁmmw
for the mudernizativn of st mifiuey foroes ¥t the end of the decade when the curvent
sysama are sehadided B replacemst pd wew tdckoslagics bocome wesibadle,

o&mmmaémwmwmm«mﬁm" et eflt :

sty 0 Snsury Wt the
defenpe prategy and reyources pnperdy foctrs v threats of the PostCold Warera. To
thar e, DR plays & ackive eole in g bty RICTpEOCY Procasses:

~  The firstis 2 sanual joint mview of Sefense progrums end the defense bid gtt.b
“Thie jorint eeviow withie Dhefrnses provides the besis for e indepedant review of
wmwwmmwmm&m@muda@ammm
The review involves OMB, the {ffice of the Secretary of Defenge, e Military
Deopugients angd the Defoow Agencies, OME partiviates st o) levels of the
Joint veview, o worklng groups w e Delonse Resoumes Board

- The sexxned 5 the initeagency procsss led by the Nations! Security Council. This -

process [ocuses im emexghig thresss 6.4, conatenguolifiration, contingeaxy

ﬂumwmjm ci;mqssi:mte}. o mmp i
fesoaTons el

munde avaitaide quivkly for high priochy effonts. mm . e
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Anmwar to freestism froo W Hroweny ) — u:-mnma_‘- X - . R
enatar Thom '&ﬁﬂ 5ﬁmwmmunrormecmmwm . : . RO WA, AT o — o, . i}!‘lﬁ .
e Enocutivs s 11856 o the Offc of nfrmsion e Requlsboy' L R iR gﬂM$um{z .
Affies. There it % concers, however, thut GAO {a 1008 secelving fhe Information they T kR —— s — UNERBRENIAL AT -
seed it o Hmely manner. - . . . N WATIEHGTOR, B¢ 20815625

o b A wohl fou : . . . o
12 you e sontirmeed, would vou be willing w belp expedite this mane? - . e . 28, v
my?;mamz.mnWMMWWMW“’GAO”W“@ ‘ ) S suly:2s, 998t -
ocking with e Coman e o . Franklin b, faines , T )
- . squbaty i 5 working ' Vies Chaleman e T .

T undierstand thas the 2f5ice of Lformatian axd & Mnﬁgmm ¢ Fedwysl Stional ortgege Associatian
chm!xwimmam&'mmviﬁamw’?‘;ﬁﬁwﬂ s s o e { -, IBUL MARCORELN Avenue, H.W. .
gmm’sm::«tglmw% Wk&mww i mm&&f ) washington, 5,8, 20016 -
w;ngmcammmdmmﬁz&mwmm Dear Hr. faines:

"I appreciats your wiliingness o scoommOdate cur hectic
. aphmdele dupify the confirmetion proecess, I wenld ke to take
, . . Cthds Spportinity to ask for vour views on legisistion T am -
spOnEQLL that wounld swslion 4 yaw reapongibilisy Lo the Rirsstor
of the OLfiey of Mansgement and Dudget NHB).

. ’ ) v - . I have pmended the Approprisbitns BI)l) eevering O8B-ta make
i .o * OME responsibie for praviding Congress with a cegulstory
oL A X accounting statement estimating the ctmulabive annual casts ams
i . ’ . ' benefits of Faderal reguistory prograsms. In additlion, OMB would
) ” o ’ ke responsible for an sssogiated repert that would ansiyze the
- - tepaet of Pederal fules on the priviate sevtor, $iate andg Jocal
govarnment, and the Fageral government. Flnally, OMB would offer
recuamendarions to Jonqrens to ralorm or elisinate cegulatoxy
PEGgrane o program alewments Lhat sre nob s Soumd ume of nstional
. . . reseureat. B I am zure you khow, many frieats Togunlstory
: . atudiag have been done, and the Uffice of tulformation and
- N - ' . Regulstory ALisivs haz Deien regquired £or ovex 15 vesars Lo anslyoe
’ Lhe conns - and henelfits of significent rules, .
I bellisve that Cnngasn and che public huve 8 rlght ts Xnow
about the pendfits and burdess of regulatory prugrams, 1 alac
. kellsve thay such infurmation Is crucisl for scund managsment, a
. . goal § AR suprs you shacrs.  Pleass lat ma know yoor wiews on thls
” : Provislon af your earliest cotveniance. o

¥ith beat wishes=,
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{Repost No. 104-330]

. IN THE szm&m OF THE UNITED s'mms

| Juny 18, 1996 - :
MWWM:&&MQ%MMWpW&&

- JoLy 23, 18586
Z?!epemdkyhir SHELeT, with smendments
{mmmwwmwmwmmm; .

AN ACT

Makmg sppropriations for the Tredsury Ba;mrtmam, the

S LA B W R e

Ynited Sistes Postal Service, the Executive Office af

the President, and certain Independent Agencies, for the.
fiscal year exadmg Septemt}er 30, 1997, ang for ather .

purposes.

‘I‘hat the follawmg swns are sppropriated, out of amy
money in the Treasury not otherwise aé&gmpriamd, for the
Treasury Department, the United States Postal Bervice,
the Exeoutive Office of the President, and cértain Inde-

Bmtenacmdby t&eﬂm&andﬁ‘m ofmm -
tmas of the E}mte& States af&m 5 Congruss assembled,
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134 \ .
SEC 54;1 {a} IN GrwERAL~Section 202(a} of kile
29, Undted Siates (;'Gcfe, s amended by griking “$10,000
a yoar” and %mmxg “330 000 @ yesr™,
(b} EFFRCIIVE DaATE ~sSubsection (a} shall toka effect

b the beginning of the next applicable poy period begin-’

wing after the dots of the mnwnt'qf this Act. -

SEC. 645 -REQULAYORY ACCOUNTING (3} IN GEN-
ERuL-~—No later, than September 30, 1395; the Director of
the Office of Management and Budget shall submil 4o the
Comgress an aocounting stitement that estimates the cumi-
lautive costs and benefits of Federal regulatory programs.

() NOTIOE —The Director shall provide public notics
and an oppertunity Ze é:mnmgmf on the acvounting 3@#&«
ment and report under subssction (o). .

(¢} ASSOUIATED REPORT—The Director shall submit
with the “seegunting s!m‘mm an asswated mvpm‘i that
shall contain, ol a mmsmumm ’

" {1} analyyis of the direct and Mrsw impacts of _
mem&emhm« S’fatemtdiacal.

government, and the Federal Govmmt .

ikafﬁs&ketytamammwi@ﬁ%dmm‘

eeamomy quIOGﬁC}GQOO arm 9 mcmmd cosi:s, '
and ¥ :

HE 318 BS

T2 mmgmmmwgefmmg; C
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1 (3) vecommendations frim the Director and pub-
2. lic comments o reform or eiminate any Fedeval teg-
3 ulatory program or progrom elemeni that i ineffi-
4 cmfarwnoiasmmmeofmmazmm
5 TITLE VI}w-SUPPLE%FNT.&L ﬁPPRQPRl&TIONS
6 AND RESCISSIONS FOR THER FISC&L YE&R
7 ENDING SEPTEMBER 30, 1996 o
8 BUREAU OF ALCOHOL, T'OBACCO AND FPIREARMS
9 - ‘ SALARIES AND EXPENSES -
10 For an sdditional amount for “Salaries and Ex:
11 penses” io be wsed in sonneotion with investigations of
12 ;a.z:son at religious it;stizuzicns, $12,011,000, available
13 uvpon eoactment of this Act and to remain available unti}
14 expendsd, h
15 ' INTERNAL REVENUE SERVICE
14 INPORMATION SYSTEMS
17 {RESCISSION) -
13 Of the funds made avaiiaizzie under this heading for
19 &3&& Bystems Muodernisation I Pubhic Iaaw 164-52,
20 $18:013:000 816 569’ 000 are rescinded,
21 FUPLE %ﬂ&%%m GEPIERAD
z . PROVSIONS -

23 £50: 953 Newo of the fands sppreprinted by this Act

R4 M%w&%@m-wwm%wwmm

25 edministrative Sxponses in conmestion with; sy hesith

26 WW%MWMWW
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| . Calendar No. 510
=1§4’r}<£}amms} . S { REPORT

2d Session SENATE 104-330 . -

s

o TREASURY, POSTAL SERVICE. AND GENERAL
GOVERNMENT APPROPRIATION BILL, 1997

| duty us, 1998, —Ordeved 4 be printed

&i: va fmm ﬁm commuee on: &gpmpmnoné :
: “\ subm.ztted the follomg B S oo B R

o L REPORT - o

< E‘i’u accompeny R, 3756]

The Committee on Appropriations, to which was referred the bill
{H.R, 3755) makin ap;}mpnamons for the Treasuwry Depariment, -
the United States Yostal Service, the Ezecutive Office of the ?resx»
dent, and certain Independent Agenczes -for the fiscal year ending
September 30, 1997, and foriother purposes, reports the sgme to ' -
the Senate with amendments :md rmmmezzds thnt tha bill- as
amended do pass. -

Amount of bill as passed h:,r House .. $23,213 750,000

Amount of bill as mpcrted to the Serats oo © 28 487,761,000

., Amount of estimate ... resrrssnevsaaar irs . 24, 845 787, 000
Tha bill as reparted to the Senate: )

Above the appropriations gzrcm&e«i m 1996 " 394,007,000

Below the estimates fur 1 ravorane s 1&6’? 596,000
Abgve the House bill ..l v, .-;:.-:::..::..,;,::-,, | 274511000

2640 o

3
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&8
tors, recreation assosiations, and professional assoeiations before
Government asgencies,

Sectivn 633 amends the disabled child surviver program of tha
civil service retirement systems and health benefits provisions by al-
lowing benefits which had been terminated hecause of the marriage
of the child if that child divorves.

Section 634 allows Federal emplovees involuntariiy separsted to
wtilize wnused annual jeave toward meeting minimum age and
service requirements, thereby qualifying such employre for imme.
diata annuity.

Section 838 defines the iterms “senior” official for purposes of the
Office of Government Bthics Act of 1998

Section 8§36 grants authority for Federal Goversunent agencies to
ga:r & portion of the professional liability insurance cosis fncurred

y certain of their employeas. .

Section 83% allows the National Archives and Records Adminis-

tration to recoup up to 50 percent of recyeling savings of the Fed.

" eral Hegister during ecalendar year 1994

i

- Sectinn 640 requires executive branch agencies o utilize the pris
vate ssctor to review and analyze issues subject 3¢ ditle LI of the
National Defenige Authorization Act of 1906,

Suction 841 suthorizes apprapriations for the Merit Systems Pro-
tection Board, :

&Smi?n 642 suthorizes appropriations for the Office of Special
nnsel. . R o T

Section 643 makes technical modifications to the National Com.-
mission on Restruciuring the Internal Revenue Service. .

Section 844 allows for s pay raise for the U, 8, Postal Service
Board of Governors,

Section €45 requires the Offive of Managemsnt and Budget to do
an atcounting statement and associated report on the cumulative
Josts and benefits of Federal latory programs. The Federal
Gorernment must be more sensitive to the ﬁsigg regulatory bupe
den -now estimatad io cost the Nation about $600,006,000,000 an-
nuatly—-gver $6,000 for the average American household The OMB
must provide the public with notice and an opgcmunity to corament
on the draft acgounting statement and repors hefore the reports are
submitted to Congress. Regulatory costs and bemefits should be
quantified to the extent feasible and, where applicable, should be
based on most_f:iaﬁsibie estimates. Most of the needed information
is siready pyal able to the OMB. Executive Order 12886 requires
cost-Benefit analyisis of significant rules, and private studies are

. available,

]
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The Honorable Ted Stevens
August 1, 1896
Pane Twe

number of msthoedclogloal issues involved fer which
aexperta in the field continue to seek solutloms,. In
agddlition, such a corprehensive analysis would ba
costly smd Time-consuning to prepars. Before I comnlt
ta supporting spacific laglslative languaga, I would
want to discuss these important issues with yeu.

£ thank you for your request f6r oy views, and T
lsok forward to working with you. . | "

1

Sinceraly,

801807538527
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NOMINATION OF ALICE M. RIVLIN, TO BE DI-
.RECTOR, OFFICE OF MANAGEMENT AND
.BUDGET

FTUESDAY, SEPTEMEBER 27, 198

11.5. SENATE,
CoMMITTEE ON GOVERNMENTAL AFFAIRS,
: Washington, DC.

. The Qommitiee med, purssant (¢ netice, at 9:38 aun., in room
SD-34%, Dirksen Senate Office Building, Hon, Johr Glenn, Chair-
man of the Committes, presiding. . -

Fraesent: Senators {ilenn, Levin, Pryor, Akaka, Dorgan, Roth,
Btevens, and Bennett. ‘ .

Staff Present: Doris Clanton, David Plecher, Mark Goldsgtein, and
Debgrah Colien (Benator Glenn); Susanne Marshall, Joan Wood-
ward, and John Mercar (Senatar Roth).

OPENING STATEMENT OF CHAIRMAN GLENN

Chairman GLENN, The hearing will be in erder. Good morning.
Today, the Committee on Governmential Affairs meets o consider
the nominatien of Dr. Alice Riviin, to be Director of the Office of
Manpgement snd Budget. Dr, Rivin, of couerge, has been scting.
OMB Director since last summer when OMB Directer Leon Panetta

" became White House Chief of Staff. Previsusly, she served admirs-

Wy as OMB Deputy Director, 5 position for which this Committee
approved her nomination in January 1983, Dr. Rivlin is no strang-
er to this Commitice, the Covernmental Affairs Commitiee, and
has appeared before the Commitiee to testify on a number of ocea-
siona, . L

I have mentioned many times that, in my opinion; the Directsr
of OMB has the secend most imlgarmnt job in government, second

only to the President, and I den't think I overstate that at all. It

dossn’t always get the sttention it deserves, but it is OMB where
ali the government decisions how o implement the policies of the

- President and the madndates of Congress, and so on, come together,
" The one spot where they are put into budget form that reflects our.

priorities is OMB. .

The direction of rescurces and personnel t& implement govern-
ment programs are all put together right there, so it is during tight.
fiscal times that this OMB direction becomes even more important
as budgets are squeezed and personunel are cut. UMB's role be-
comes critical to ensuring that the fundamenial missions of the
Federal Government are not endangered. L
’ . B
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Thia is & role 1 am convinced Dr. Rivlin will play very well. As
Dieputy Director, and now Acling Director, Dir. Hiviin has besn inti-
mately involved with the many decisions needed to cut spending
and eut the budget deficit, and at the same time mainiain guality
government services on which all Americans rely.

fir. Riviin’s extensive knowéaéﬁe of budget issues comes also
. from her tenure in the 1970 ap the very first Director of the Con-
gregsional Budget Office. She put the whole thing tegether. Bhe
built that agency’s repulation for quality and for independence,

Dr. Rivlin in her new job has her work cut out for her, as I am
sure she ig already very much aware. In addition o the many
daunting budget issues she must confront, Dr. Riviin also must
focus on important management issues, something that this Come,
mittee has talked about and done a 1ot of work on through the
years. )

The management igsues in OMB—we have talked about them in
a half-joking way as the “M” standing for “moribund” rather than
“management,” and a number of other Lttle jokes about it. But it
is no joke. Management in government has got fu receive a high

riority. ) "
P I mgaz say that while these issues are too often ignoved, OMRB
now has the ieols it needs to make real strides in this area, and
i believe to a large extent because of the activilies of this Commit-
tee. Federal sgency financial management capabilitivs have been
very weak, but the 1990 Chief Financial Officers Act created agen-
gy CFO's, an OMB Controller, and requirements for concrete re-

erm.

You know, it is just very hard to believe that wntil 1990 we bad
no requirement in the Federal Govermment to do a bettom-line
audit every year of every department and agency to see how things
were going—not until 1990. That is what the CFQ Act did. This
Committee worked a long time with OMB, with Chuck Darman
and with Chuck Bowsher, the Compireller General of the General
Acevounting Office, and put that bill through. We are finding that
what we thought at the time was very true, Wa estimate now that
it is golng to take some 5 to 7 years of continual effort in each de-

partment o really get auditable stutements that, in business, -

wauld be the counterpart of @ certified audit at the end of avery
yeur. That is how far nput of whaek we have been, But we now have
spme of the tools.

Agency information systems and peperwork requirements slow

efficiency and burden the public, but the Paperwork Redustion Act,
which we are working to veautherize and we hope to get through
before the end of this Congress, gives OMB’s {3ffice of information
and Hegulatory Affaivg the responsibility to strengthen systems
and to cut red tape.

Our just-passed procurement reform legisintion, which was a

major victory for this Committes and the National Performance Re- -

view, will depend for its implementation on the leadership of
OMB's Office of Federal Procurement Policy.

The Government Performance and Results Act depends on OMB
te help agencies develop dependable performance measures and in-
tegrate them into program planning and resource devigions, Sen-
ator Reth, our ranking minority member, hag advocated these re-
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forms for many, many years on this Commitiee and was a key
player in getting the legisiation through.

The inspectors general, too, look to OMB for guidance and sup-
port. 1 think these figures sre rather amazing: 16,282 successful
prosecations last year, the disalibwance of over $2 billion in ques-
tinned couts, and the recovery of over $806 million in cximinal cazes
in fBscal year 1992 alome. Helping to rmsintain the integrity and
independence of 1G's is an important job for OMB,

I might add as an aside, I was interested in seeing these things
at the UN, also. We worked with Madeline Albright up there, and
1 was glad to see the UN instituting just recently & UN Inspector
General. T think this will restere 8 lot of confidence in the TN,

With thase tools, all of which this Committes has had a role in
creating, the "M” in OMB should be effective. This goal is now
highlighted anew by Dr. Riviin’s leadership in the OMB recrganiza.
tion plan called OMB 2000, which integrates many of the manage-
ment and budget functions of the agency.

. Now, T am cautivusly optimistic for this, as I see it, somewhat
risky plan. I generally prefer to see tight, centralized management
that can exercise concentrated divection and guidance. rrent
OMB policy puts seme of the all toe scarce management personnel
out into the budget offices with the newly combined offices, to be
called resource management offices. I sincerely hope it waorks and
f_ gant to see us do evervthing we can to make this work success-
Hiiy. : '

In any event, I look forward to working with Dr. Rivlin to moake
OMB and the entire Federal Government more effective and effi-
cient. More than ever befure, the American public is watching how
we spend their money, and the credibility of the government hangs
in the balance. - .

As | mentioned at her first nomination hearing before this Com-
mittee in January 1993, I am particolarly pleased that President
Clinton has nominated ber 1o be OMB Director because, as | said

_then and still believe, Dr. Riviin understands the magnitude of vur

probiems mnd the urgency for finding solutions. .

For the record, Committee rules require than an inquiry be con.
ducted into a nomined's experience, qualifications, suitability, and
integrity. | want to acknow ed%e Dr. Kivlin's cooperation in provid-
ing the necessary information for the Committee to complete its in-
vestigstion. .

The Cormitiee has received from the nominee financial state-
ments, a8 well ‘as detailed informsation on her educational back.
gquunri, employment record, and professional achievements, In ad-
dition, Dr. Riviin has responded in writing to a number of prehear-
g questions submitted by the Committee concerning the duties

* ang responsibilities of the OMB Director’s position.

Copies of the biographical information and prehearing responses
will be placed in the record as part of this hearing and are avail-
able upon request. -

- The financial statements are available for inspection by the pub-
lic in the Commitiee office.

Commitiee investigators have also examined the financial diselo-
sure reports submitted by the Office of Government Ethics to en-
sure that no conflicts of interest are present. Finally, I ghould note
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that Senator Roth and 1, as the Committee’s Chairman and rank.
ing minority member, have reviewed the FBI background investiga-
tion report and all other pertinent matiers on Dr. Riviin, X

With that said, I want to welcome Dr. Riviin to our hearing this
" morning. I know of no oppesition to her nomination, and we will
waork toward -geiting her confirmed as OMB Direclor just as soon
as we possibly ean get it throvgh,

Senafor Roth, . -

OPENING STATEMENT 01}‘ BENATOR ROTH

Senater Rovl. It is indeed a pleasure to welcome Dr, Riviin and
to congratulate her on her nomination fo be the new Director of the
Office of Mansgement and Budget. : ’

Dir. Riviin, ] 'am sure, as you hear the gquestions, that you wiil
find out this Commitiee is a8 interested in the as it is5 in the

“B” side of your agency. As the Chairman and I have both repeat- |

edly underscored in recent years, we are particularly sensitive to
management issues because of the natural tendency to be pre-
ovecupied with budget issues.

1 think it iz fair to say that there has been progress in righting
this imbalance, starting with the previous administration and con-
tinuing in the cwrrent administration. However, I will be very

much interested in hearing your explanation of the OMB 2000 or.

ganization.

I know that the admimistration has been a strong supporter of -

my Grovernment Performance and Results Act. In fact, Dr. Rivlin’s
predecessor, Leon Panetta, referred to it as the foundation for
reinventing government, ] am under the impression that Ir, Rivlin

is at least egually as enthusiastic about this new law and that you |
much of your attention on its implementation. 1 hope .

have focuge
that you will share with us today your thoughts on why you feel
‘its successful implementation is important to improving the Fed-
eral Government and what your plans are to make sure that hap-
ens.

P In that regard, I was pleased to see your recent instructions to
Federal agencies on how te prepare their upcoming budget submis.
sions and your emphasia on the need for performance goals to jus-
tify those requests, ;

ow, the Act requires that in figeal 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 thoughts on this subject, | believe that a more

formal and systematic linkage must be developed between program

budgets and expected results, if we are ever to have any hope of

achisving a government that works better and costs less. .
A key element in more afficient %ovement Hes with the enact-

ment of the Pedersl Acguisiiion

(OMB has s tremendous challenge and opportunity with respect to

implementing this legislation. I am especially. interested in the ac

guisition management reforms in the areas of developing and mest-

ing ngency top-level gonls, establishing s system of performance in-
centives, and developing a results-oriented acquisitien process.

Much has been wrilten about the angry cleciorate that'is frus--

trated with government. Their frustration should be no surprise.

treamiining Act, and I think
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Government is & bad value: People are required to buy their gov-
ernment. By law, they must pay their taxes. What do they get in
return? Government that is bloated, disorganized, unacesuniable,
and removed. ' \ - ~

Wholesale change needs to be made, and'I think my Performance
Gonls Act was only the beginning. We need to do more. We need
to reinveni Federslism, as our distinguished nominee has pre-
vivusly suggested, so that there are distinet lines of accountability
for the many divisions of Government.

You may recall, Dr. Riviin, when you were here before us at the
beginning of this administration I underscored and emphasized the
1mgori;a:me that | attached to having distinct lines of accountability
and why 1 thought this administration had a unique opportunity
te do something about that. So we will be interested in your com-

~ ments an 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 need to be mer%ed with others, some need to be divided, and .

ed. T have long advocated such reform and
wag %{?ddened by the administration’s brief inferest last year in
launching such an effort, as I was saddened by theiy waning enthu-
siagm after this Committee reported legislation, )

In the meantime, government continues to provide bad value, its
quality has declined as its u!:ri::e has risen, and it definitely needs
an overhaul, Dr. Rivlin, T think you are one of the handful of peo-
ple in town who understands this, and I am pleased that vou will
be the next Director of OMB. I would hope that vou would use this
cent:t*al office a5 a catalyst for this much-needed overhaul of govern-
ment, S -

Thank you, Mr. Chairman.

Chairman GLENN. Thank von,

Senstor Stevens.

" OPENING STATEMENT OF SENATOR STEVENS

_Senator STEVENS, Mr. Chatrman, I note that our colleagus would
liks to introduce Dr. Riviin, and I do hepe to have the chance to
ga\re some queskions directed at Alice. We are pleased to see you

ere. - ' -

1 don't know about reinventing government, Senator Roth. I
would like to see us reinstate some of the things that we used to -
do through the old Bureau of the Budget that | theught had a very -
salutary impact on not only the cost of government, but the effi-.
ciency of government, and that wag the power of the now OMB to

. coordinate activities of the various agenvies so that they did net
-cause each other {v incur increased expense and delay activities

that the Congress has mandated and, what is more, cause severe
unemployment in the country as various Federal agencies fight
with one another in public. ‘It seems to me that this is the main
ares ioday thal needs to be given attention by OMB, and 1 hope
t have some time to give you some questions in that regard,
- Thank you. =

Chairman GLENN. Thank you.

Senator Dorgan.
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QOPENING STATEMENT OF SENATOR DORGAN
Senator DoORGAN. Dr. Riviin, I am plessed to support your nomi.

nation. 1 think you are eminently well gualified and I think you
will do a wonderful jub. ¥ou have served pur country with distme-
tion over ihe past 3 decades. ‘ .

T must go fo the Senate floor, 1 am spesking at 10 o'dock very
 briefly, and than I hope to get back. If the heanng iy still going on,
I want to ask some questions about the Federal Reserve Board.
Teday, as you know, the Federsl Reserve Board meets once again,
1t has increased inderest rates § times in 7 months. It has in-
creased the cost of finsncing the nabional deldt over the next §
years by somewhere betwesn $110 to $130 billion.

It will have taken back, in secret, with 1o public debate, no hear-
ings, no thoughtful policy discussion among the Amerivsn people,
ahout one- of everything that was done lsst year in the 3500
billion deficit redaction package. :

-1 have great misgivings about what the Federal Reserve Board
is doing in monetary policy. The Fed is putting ifs foot on the brake
to try to siow this economy down at exactly the time when there
is no credible evidence of inflation on the horizon and af exectly the
time when we desperately need more economic growth, not less,

So I am hoping to get back in time i ask yvou seme questions
about that.-But in any event, thig is 2 nomination that ¥ am very
pleased to support, and 1 fhink, if confirmed, you will serve our
country weil as OMBE Directer, : _ .

Chairman GLenn. Thank you, Senator Dorgan. )

We are honored to have Sensior Lewin here to intreduce our
nominee this morning, one of the mast active members of this Com-
mittee. Carl, do you want to proceed?

TESTIMONY OF HON, CARL LEVIN, U.S, SENATOR FROM THE
STATE OF MICHIGAN

Benater LEVIN. Thank you, Mr, Chairman and members of the

- Committes, It wan only 26 months agoe that this Commitee unani.
mously endorsed Dr. Rivlin's nomination to become Deputy to Leon
Panetta, and together they have done a superb job at OMB. I can
think of no better gualified candidate to succeed Leon Panetia than
Alice Riviin, .
Alive Rivlin has devoted her Hife to public service. In the 19647,
she served in the administration of President Johnson as Assistant

Secretary for Planning and Evaluation at the thea Department of

ieslth, Education, and Welfare. From 1975 to 1983, she served as
the first Director of the Congresaional Budget Office, and deserves
much of the credit for the great respect whuch the CBO commands
today. Her nonpartisan, professional, call-it-like-you-see-t style set
that negw oifice en the right course.

Immediately prior to her corrent position, Dr. Rivlin served ax-

the Hirst professor of public policy at George Mason University,
and was long associated with the Brookings Institution.

. She has been @ steadfast supporter of deficit reduction throughe
out her long and distinguished career. In part, because of the ef
forts of Leon Panetia and Alice Riviin, for the first time since the
administration of Harry Truman we will see a deficit raduction for
3 years in s row. ' L . A
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At OMB, I am pleased ¢o note we have now seen a more reliable
analysis in the presentation o»f budget estirautes to the President.
Top often, OMB's projections have been so rosy and unresl that
they lacked credibility. Deficits twrned out in the end to be tens of
hillions more, and in one case ovey 3100 billion mere than the suti-
mates that had been provided by the OMB. The OMBE is now call-
[ing them straight. The deficit egtimpte in the President's budget for
1994 appears, if anything, {¢ be toe high, so there are ne smoke
and mirrars anymore. ' . ‘

Alice Riviin has been, s well, a strong voice in this administra.
tion for the “M™ in OMB. As a matter of fact, her middie initial is

M. Mr., Chairman, you and Senstor Roth and Senator Stevens,

and I think just about all of the members of this Oommilies, have
pointed out that we have put oo much focas en the "B” and nel
enough on the “M.” This adminiztration hag made an impertand
start, with the Natienal Parformance Review led by Vice President
Gore, and I know that Alive Rivlin in running the OMB will ensure

" that thase successes will continue.

S50 1 am proud sgain, as I had the sppertunity 20 months ago,
o present Alive Rivlin to this Commitiee and recommend strongly
what you all have indicated will be forthcoming ghortly, her con-
firmation. ) .

Ci;]airman GLenn, Thank you, Senator Levin, Thank you very
much. ) \

Ms. Rivlin—aAlite Management Rivlin, | guess you are going fo
be known as from new on—as you are aware, this has to be sworn
testimony, so if you will rise, pleaze? Do you swesr the testimony
you are about to give is the truth, the whele truth and nothing but
the truth, s» help you God? - e

Ms, Rivige, [ do.

Chairman GeENN, Ms, Riviin, there are several required ques-
#ions we have of all nominses and T would ask those now.

is there anything that you are aware of in your background that
might present & conflict of intersst with the duties of the office to
which you have nominated?

Ms. BiviiN, No, there is not, :

Uhairman GLENN. Do you know of any reason, personal or other-

" wise, that would in arny way prevent you from fully and hanorably

discharging the responsibilities of the office to which you have been

nominated? ) . :
Mas. Riview, No, I do not. . -

 Chairman Grexsn. If confirmed, do you agree, without reserva-

fion, to appear and {o testily before any duly censtituted commities

of the Congress? . ’ : ) ‘
Ms. RivLIN. Yes, I do, Mr. Chairman. : .
Chairman GLENN. Thank you very much. We would entertain

any epening statement thet you might wish to make before we get

to the questions. o a

Ms. Riviin, 1t me just say a fow izhmgs and then I would be

delighted Y answer any questions that you have,
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TESTIMONY OF ALICE RIVLIN, TO BE DIRECTOR, OFFICE OF
. MANAGEMENT AND 8UDGEY

Ms. Rivein, 1 sm very pleased to be back before this Committee
20 months after last confirmation hearing, Those 20 months
have been an excellent training course for being the Direclor of
OMEB. Not ondy did 1 have the vp ity to work with the unusu-
ally encrgetic and knowledgeable Leon Panetta, but during that
timae I nlse functioned ot Himes as both the Depuly and in effect the
Deputy for Mansgement, both before Phil Lader came and during
the approximately 8 months bebween Phil Lader and the recent
confirmation of John Kogkinen., -

That experience has reinforced 2 view ] have held for a vegr lang
time that the central job of the Office of Management and Budget
is helping the Presiden? mansge the government’s resources more
effectively. 1 don't believe that is an ancillary job. I believe the
main job of the Office of Management and Budget is helping man-
age resources more offectively, . S

In the past, | believe the p@fular view was that the main job was
altocation of resources, or budgeting, and that, oh, by the way, the
ﬁvemmmt ought to be managed better. But those days are over.

anaging the government’s resources better is, as they say, job
ane. :

“The Clinton administration hag put enormous emphasis on man-
agement and performance, The National Performance Review,
under the leadarship of the Vice President and with the strong sup-
port of the President, has been central to our program.

The National Performance Review created the President’s Man-
agement Council, a very able group, which I was privileged to chair
for %xite a few months, That gronp, comprised of the Chiel Operat-
- ing Officers of each of the major agencies, has been digging into
management preblems. Thay have _working on streamlining
the government and on restructuring their departments,

Those are nice words, but I am here to tell you it ig really hap-
pening. They are hard actions; they are un%lmarws actions, They
don’t make the papers, They sometimes make the people that have
o carry them out appsar hard-hearted, bul we are really changin
how government depariments operate, how they are structured,
and improving their effectiveness in thi

he Waes&
Now, streamlining may have been g Clinton-Gore iden that came -

out of the National Performancs Review, but it was the Congress
that put it in the law. We now musf -perfzmn* As we move inte the
1996 budget cycle, we will really be dealing simulianeously and
interactively with two budgets; the budpet for dollars and the budg-
et for people. We are committed, and # is in the law, ag you know,
to downsizing the government by 272,000 people. We have got to
figure out how we are going {o do that and make the government
not only cost less, but work £

This focus on management, forced on us by the laek of resonrces,
has made us extremely appreciative of the work of this Committes
over the last few years. This Commitiee apparently figured out
some years age that this day would come, 2 day when 8 President
had %o forus on managing. This Commitiee gave ug the tools, espe-
eially the Chief Financial Officers Act, to which you have referved,
the Government Performance and Results Act, more recently pro-
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curemant reform, and other pleces of legisiation, The Paperwork
Reduction Act is bmportant. 7 'gjﬁ set of tools is what is enabling us
t carry this mission forward, )
[ have had the [)rivilege of chairing the Chief Financial Officers
30 a very able group of people worki%g hard o
improve financial mansgement aeross the government. We are not
thers yet, As you said, Mr. Chal , it iu going to take a number
of years of hard work. but we are making progress. o
It in pretty basic and elementary to kinow how the money is being
spent, to have an audit trail that can be traced, and systems up
snd running that will supply financial information to those who
nmeed it- quickly. The government is on the track to accomplishing
at, .
‘I have long felt that the government paid inadequate attention
to the performance of its programs, that we didn't have good ways

~ and weren’t trying hard enough to measure what we were huying

for the taxpayer's dollar, Senator Roth and I have talked about this
ssgjlect for more years than probably either of us weuld like to
admit.

I think that if T had come inte OMB without the GPRA, ¥ would
have been trying te focus atiention on performance, But, very for-
tunately, the GPRA. is already law. It makes it much easier for the

"OMB Director to be shle to say to the staff and to the agencies not

only would it be impertant for you to produce performance informa-
tion, but you must. 1% i the law. We must perform over the next
several years in accordance with the Government Performance and
Hesulis Act and we had batter start now.

GPRA, it seems to me, i3 a very well designed law. Even those
of us who cared deeply about performance messurement recognized
a danger in implementing a performance messurement and budget-
ing system too quickly. 'The result would have been ap overlonding
of the system with measures and paperwork that would sink under
itz own weight, as the PPBE system did in the 1960, -

The GPRA law is better designed than that. It starts with pilota.
It takes a reasonable length of time o get these diffienlt meagures
in place and io educate the agencies, UOMB, and the Congress about

the imsportance of performance.

As Senater Roth said, the mauin regquirements of GPRA come into
affoct in future budget vears, in 1D9B and 1889 In this budget
cycle that we are going inte {1996), however, we will be emphasiz-

" ing performance measures in our divector's review and in our pres.

entations to the President. h
One word about OMD 2000, As Leon Panetta and 1 came in and
recopnized. the crucial importance of manspement, we perceived

" that the management function in OMB was there but teo often sep-

arate from the rest of the operation. It wasg, in & songe, & kind of .
stepchild, So we set about looking at the organization of OMB and
changing it to make management ceniral to the job of the whele
organization. -

_We created the resource management offices, gave them respon-
sitility for working with the statutory management offices to im-
plemeni management changes in performance measurement,
streamlining, financial management, procurement, and information
management. The statutery offices, we believe, play a very impor-
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tant function, but they have to be strengthened by having the
whole srganization working on implementing the policies that they
are in charge of (urmulating. )

How is this working? Well =o far I believe it is working remark-
ably well, but the proof will be as we move through the next budget
eycle. We have had intensive training of the resource management
offices in their new jobs, We have just bad a very successful work-
shop or dialog that involved the entire OMB stafl focused on how
we will carry out our mission in streambining and in performance
measyrement 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 ars serious shout performance and
management. This is going to be a different kind of budget cycle,
and as we move through it, I bepe I can come back and report to
you how it has gone. But 1 can promise you that no one will neglect
management issues in this budget eycle from the beginning to the-
end. The President will have in frent of him as much information
a8 we con muster about how the government is performing ity job.

Thank you. -

BIQGRAPHICAL AND FINANCIAL INFORMATION
FOR ALICE MITCHELL RIVLIN

A, BiOGRaPHIDAL INFORMATION .

1. Naagws {nclude any former names used.}
Alios Mitchel]l fiviin .
Maiden name: Gsorglanas Alice Mitchell

7. Pasitisn to which npominated:
Direclor, U.8. Office of Management and Budgst .

3. Date of nomination:
September 15, 1994,

4. Addrass: (List current place of residents and office addresses}
Residence: 2838 Chesterfield Place, NW. Washineton, B 20008
OQifige: Offive of Management and Budgel Room 252, Old Executive Uifice Bidg.

Washington, D.C. 20503 :
. Date aod ploce of birth:
March 4, 1831; Philadeiphia, Penasylvania
* 8. Marital status: {Include moiden name of wifs oy hughand’s name}
Married; Sidney Graham Winter
7. Names and %;S of children; .
Traughter: Catharine Amy Riviin, 37,
Sons: Allan Mitchel! Riviin, 35 Dougiss Gray Riviin, 31

B. Education: List secondary and iighﬁr oducation institutions, dates atiended,

degree recoived and dale degree

Anted.
Radcliife College, 1953-57; Iggzﬁ in Beonomics, 15?5%; M.A, in Economicn, 1958

Bryn Mawr Coilege, 1048-4%; B.A. in Bconomies, 195
Madeira School, 194446, 1947—48; High School Diploma, 1548
University High Scheol, Bloomingten, Indians, 1946847,

2. Emplovment record: List all jobs held sinee college, including the title or de-
seription. of job, name of emnployer, location of work, and dates of emploveent.
1/93—Present: Deputy Birector, D)ffiee of Management & Budges N
1/52-1/03: Hirst Professor of Public Policy fieargs Meson University, Fairfay,
" VA {on lenve Brookings Institution) . i
1987-1/93: Seniur Fallow, Economic Btudies Brockings Institation, Washinglon,
D.C. fon lzave of absence 1742)
Bpring Semester 1988 Visiting Frofessor John F. Kenoedy School of Governs
mant, Harvard University, Cambridge, MA o
1983-87: Divectur, Bcosomic Studies, Breokings tnstitution, Washington, L0
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1976-83; Director, Congressions] Busdget Offiee W&&hi;’l e, 1L,
19\6%‘9'“15':11&&?&% ;_;Feliow, Economie Studies i’mgxmg%mokinga “Institution,
ashi n, LG :
19;11:{%&:;0%}&1 Writer, The Washington Post (4 months leave from Broakings
nstitution
1968-69: Asmatant Seeretary for FPlenniog and Evaluation, 118, Pepartment of
Health, Education and ngam. Washinzwn, Bo - e
1966..68: Deputy Assialant Beore for Program Coordination, 1.8, Depart.
ment of Health, Edacation and Weifare, Washin n, .C. i
19’5&@6: llgcénummt, Eeonomie Studies ngrsm?%omkings Institution, Wash-
IngEten, LG,
1961-62: Staff Member, Advisory Commission on Intergovernmental Helatinna
1957-55: Resoneeh Beli BrovaoeStudiss Progra
58: Reves etHow, nomin Studi ituti
Washington b0, | ies m, Brookings Institution,
135447 Teaching Fellow and Tutor in Eeonomies, Harvard University, Cam.
bnilge, MA
1852.53: Hesparch Assistant, 118, Motusl Becurity Agoncy, Paris, France
y i;&%&ﬂféi-my Bervice: List any military service, inchuding dates, rank, and type of
onie.

11 Government experience: List any wivisory, conusltative, honerary o
) Ki¢ , ) , ry o other
Beri~time service or positions with Federal, Sta s
thumwigsted abm&l g e, or locrl governments, other than
388 Panel of Economie Advisers, Congressions] Budget £
283982?; n{féa%w, Commission on Budge! and Finanial Pgriaxitise;wuf the Distrint
solurnbi

12 Previous Appointoients: Prinr o this appoicdment, have y¥ou eveor bee i-
mated for o position requiring sonfiemation by?t{:; Sennte I sn, ;?em al:"st ear:hngﬁ:h
gia:;gg, ‘;miuémg‘the date of nominstive, Senate somiirmation, and Commities
. if any,
I)m. ?wbgaﬂs gp%if?tmmw:
ety Lirector, Office of Managoment and
égeiam Clovermentad Aﬁi&imﬁg R Budget
Date of Nomination: Joeouary 1999
&é;ga:;i&e ﬁggﬁzmaﬁ%): Jz?zmaxy 1883
intant Beore v Planping and Bvahag :
B orety Bor | g hnting, US. Department of Health,
Besate Finance, No hearing, ’
Diate of nomisation: May 1553
SBenate Conlirmation: June 1958 - -

13, Posiness relstionships: List afl positions &eki‘ a8 an officer, di
: A : : . diregtor, trustes,
paringr, pruprislor, sgency, representative, or consultant of any TOFparation, com-

- pany, firm, parfoershap, or other businens anterprise, educabional or other institu-

Corrent: None,
Pasy Aftiationy:
Direstar, Ryder ?{y!&f.ﬁM; fne. .
Diretor, Unien Carbide Corporaiion,
Divectar, Uniays Corporation
§§mwr, g §mm£§§m§ - '
trackar, Committes fr & Responsible Foders
Director, Washington Women ;g&gwm ! Badget
Direntor, Nationa! Bank of Washington
Lhrestor, Bugane and E. Meyer Foundstion
Q%m* t%%ﬁ&r Foundation
A . Service Carps - . -
wm};ﬁ? ??mm%ﬁgrdcfﬁcenmim .
nEu . ot Marwick : i
i ;WS%} ar {n # coniracl with Goveroment of North
Chair, Governing Counti}, The Wilderness Soctery

1, Memberships: List all memberships and offices held in profession
M%@ﬁi{ h:fici&;; égé é:;iic, public, charitable sng other or zx}iz;a%qu onal, fmsim;s&,
140 ic Association {Pazst N, > 3 i-
dent, Member of Executive Commitinss sfional President, Vice Prest
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Member, Council on Fereign Relations : ) .
Member, Madeira School Alumose Association . Shipnuck for Congress (Barbara Shlpnuck. CAY i iommsssivnsrecesnie 200
Member, Brys Mawr Club of Washington . . . Blarkwell for Congress (Misn} ..o : - . 250
Member, Hadeliffe Club of Washington Brown for Governor (Knthlgen Tl o7 X S - 250
15, Political affilintions and notivities: EInily B wevmcaniimismroinscn s b o e brsadesbabatontsmsnsrarseess UG
{a} List all offices with o politieal party which vou have held or any m:bix: ' 1984: ) :
oﬂ%ee !br which you have been o candidate Friends of sziivi {Iﬁazﬁma Margvhwh{ezvinﬁky PAY ..

Emiler's LEBE v ivrnivers s e s onrsa et asmasssanss B—

3%, Honors and awwﬁs {igt a!i ach:alamths, !‘as!}awships bmwmzy degrcca hon-
wrary society memborsiips, military medals and any e&m specisl ramgmnaas for
autstanding service e mm enis .

HRE-HT: Maghribur i"‘am{is&wn Prize Fellowship

{%}} mz ull memberships snd offices held in and sziwx endered to all
poiitioat parties or sleation ronmymitbees during the last 10 years,
Oeesianat eonsuliation on lwsues with Clinten Campaign, 1993
(o} Hemize sil politieal contributions 2 say individusl, campaign o a -
sation, poiitical zm'ty mbm action conymdtice, of similar entity of

more for the past § yen o : 1984 LI, Yale Univmrsity
Peolitical mamhazﬁam, : . - : 1976 Doctor of Selence, Lingversity of Indinna
1880 R . LI 1975 LLD, Universisy i Maryland |
Eenily's List : 1HTE: Lm Lulvnrsity of Michigas ’ .

Arsn Rivhurd's Comuittes TTENANT o -
Josie Heath for Rénate (Colovadp) . o T
HKane for Dongress {W&s}mg&m }:} {} } -
Hoanizrs for Long (I0dIB0RY i eveoimsesmroniomon

17. Published weitlogs Fist the titles, publishern, and dates of books, articles, re-
paris, or othar pubdished materinls which you have written, It would be he%pfzzi fur
the Commaites to have three copies of each published writing. Please dendtle any

LTI PR ———

Mikulski for Senate !;Mmy T U P - B of thoee fur whisk you are wosble to provide copies.
Patay T, Mink Cam Committen .. . 250 Bee Appendix 1 {8t the end of blographical information)
?&ﬁﬁ? ,ﬁ‘;@ﬁ??ﬁ” o ka) S % .. 1B Bpeeches: Frovide the Committee with three coples of any formal speeches you
Commitiee for Tin @&E N ; A T have delivered during the lnst 5 yesrs of whith you have copies and ave on lopice
Withiam Golden Comimitise thMa : o relevant o the position for wisch you heve been nominated.
Clommitten to Re-elect Wayse Qwens e rbbeetiha bt s b rbre et vad e 100  hove given remarks from nodes and do not have copies of speeches.
Bxli Loy 00 COmmBben .ot et ee s v ebresbsen rreretes . W ’ - ; ;
19, Congressional Featianny: Huove gver testified before 8 Commities of the

y Seafleld for Congress . e S0 ' Congroas? 1f ao, plense provide details, Toeloding dates
Friends Gl Connie MOrelR .o i e e ssn s e s 20 RS B
Rhodes for Congress Commitios ST Y60 . See Appendix T (Retained iy the Comamittee Gles)
Citizens for Eleanor Holmes Nnmn 250 20. {ux o you keow why you were chosen (¢r this pemination by the President?
Friends of Senator Carl Levin Lo et 1,000 - I believe I was chosen because | have extensive experience in fé:ieral hudget

14991 ) . ; . and polizy isstes,

Friends of Jim Moady . $ 100 (b) What dn you beliave ity your background or emplayment expemnce af-
Friends of Connie Morella 100 . . ﬂmstwelﬁr gualifizgs you for this particular appeintment?

CCitizens for Bleonot Holmas WOrtin i rioioreainseoer reeesoesesssoseee oo 00 . " For the last 18 months [ have served as Deputy Director of OMB, Az the.
Jin Funt Conupittee ... . 500 - Founding Director of the Congressional Budget Office (CHOY, | huilt a atrong
Citizens for Senator Wollord . 1t ) budgut agenty and ran it suecessfully for 8 years. [ also have experience in
Ferearg for Seante ... 100 ing, planniog and evaluation in the Department of Health, Education
Wholey for State Lagislatore ......... . 500 and elfare, and have written and lectured extensively on public policy, enpe-
g’{rgﬁ fox Cox asa&be wiEnittes % - . eintly espnosic and budgst policy at the federal level,

ikalsl for Senate ... et .

Laod, Corbett Committes ..., W . B. Furrune EMPLOYMENT RELATIONS

ipug: " y g

o 1. Will vou sever sll connections with your present employers, businness firms,

gg’;%gf‘“’mm COmMIEL oo §3 00 i © business sssoviatinos or business organizations if you are econfirmed by the Senate?

lez“f e Mm e T A s bt s - s 3’223 My present employer is the U 3. Government. | bave alrendy severed all busi-

e A o monectia.

%ﬁ;ﬁggg ?}:}; is.zgiggwm é{ég . ) xz}o 3&{: have t’?:;y tpianx, mmz:mm%nts or agreemems Yo p&mt%a wtsztde em;:};s -

{ S mend, with or without om ion, dering your service wi & ROVEImMED

Yeake! for Seonte . R RIS ' : ‘o. » - '

RUKE FOT CAMETESS 1oonneconrrcnsmsonioaomassnsrrirsasserssresseesorass crass srasssseinmsssr oo e oo ) * & Do you have avy plips’ commitments or agremmenta sftar compleling govern-
Frinnds of Jim Moody v . 100 ment service @@ reswoe employmen:, afflation or practice with your previous em.
BORET 07 BB e et oo e es e some s s eas e e e et oot K458 plover, business frm, asgociation or erganization?

Lngoeld i{}a &sﬁe rervisne Hifs . * Mo, |
DG, Totlara mtﬁ it itttk it i it Y 4. Has snyvhedy mude 2 commitment to smploy your servicss io any wpacity aﬁm"
15?93& s f % (LA ’ s 250 - you ng& guvernment service?

ada Grirgo for Major o e rm et e et e e on e e et e g1t et oo .

Lyon Yeakel v Senate ... AR . If confirmed, do you expect o serve out your full term or until the next Presi-
Terry for Govarnor (MarySue Terry, VAJ w500 . “denbial lection, whichever is applicabis? |
Roberty for Governor {Barbara Roberts, QR w350 o Yes. -

et
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C. POTENTIAL CONFLICTS OF INTEREST

1. Deacribe all fnapcial arrangements, deferred compensation agrecments, and
nther ?éntinuing dealings with business associntes, clients or costomers.
e,

2. Indicate sny investments, obligations, liabilities, or nther relationshipy which
coukd E;:gzive potential conflicta of intereet in the positivn te which you have deen
s nated, .

Nong. I have established a qualified diversified Blind trust in toneection with
my confirmation te be Peputy Diveetor, and intend o continas that srrange-
meant i confivmed ay Director, .

3 Deseribe sey bsiness relationship, dealing or Ononcis! Lronssetion which you
mave had during the last 16 vears, whether for yourself, on befalf of » ofient, or
acting 83 &0 pgent, that oopdd in any way constitule or resull in o possible m?im
of iai&;qw% in the position o which you have been numinated,

13,

4. Desoribe any aciivity during the past 10 vears in which vou heve an fzzf
the purpsse of directly or indirectly influencing the passage, defeat or modifioation
of any legisialion or affecting the administration and exccution of kew or public pal.

ey,

- Az Depuly Diregtor of the Office of Management and Budget, 1 have ﬁnﬁﬂg&d
in discussions with members and staff to explsin snd promote the President's
progrom,

&, Explain how you will resolve any potential conflict of Interest, nchuding any
that may be disclosed by your responses tothe nbove Bems. [Plesse provide copies
of any trust or ather sgreements.}

Any potential onflicts that axise will be resuived through recusal or other ap-
gmpri&w sction, I have established s qualified diversified blind trust and 1 have
ivested al) assets that could puse a conflict.

6. Bo you sgree to have written opinions provided to the Committee by the des.
igmated a%ency eihics officer of the agency to which you are nominated and by the
Uthiee of Government Ethics eoncerning potential conflicts of interest or any fegal
impedi{’nenw to your gerving i this position?

o,

{}. LEGAL MATTERS

1. Have you ever bean disciplined or ¢itad for a breach of sthics for unprofessional
eomducth by, or been the sulject of & complaint to pny court, adminisirative ageney,
professivaal associution, disciplinary committes, or other profssionsl group? I 5o,
provide details. .

Ne..
2. Have you aver been lnvesiigated, arrested, charged or held by any Federsi,
State, ar adiex taw andorcement authanidy for vielation of any ?edem{ Siate, ponnty

or minieips! aw, regulation or ondinence, other then a minor traffie offense? i 5o,

pravide dotaile,
Ny,

3. Hove you or sny business of which vou are or were an officer over been in-
veived a8 8 parly in terest B soy sdministrative sgency proveading or ovil Bitigs-
tion? If so, provide delsils,

§ hiave oot been an offiver of suy verporation or other iype of business, [ have
been a Director of corpovations such ss Union Carbide and Lnisys, which have
substantinl Rtigation. .

4. Have you aver been convictsd {including pleas of guiity ar nolo contendere) of
&0V cn;;mmi vivtation other than a mingr Uailic offense?
i,

5. Please advise the Committee of way anditional information; faverable or unfa.

vorehle, whith you fesl should be commdered in conoection with your nomination. *

None, -

E. FINANCIAL DATA
{Rutained in Committee flles) ’

B

R U R T

e

o TR ¢ T BT T O

ih
Arspsom 1

PUBLICATIONS
BOOKS : ’

RBeviving the Ameripan Depam: The Beonwny, the Statex nnd the Fedwral Govern
mant, Washington, DL 18827

Coring for the Disabled Elrderly: Whn Will Poy? (with Jorchna Wiener), Waoshingion,
DG The Brookings Instdution, 1988 o

Econemic Choires 1987 twith Henry J. Aaron, Harvey Galper, Joseph A. Pechman,
George L. Perry, Charies L. Schultze) Washington, 3.G.: The Broskings Instifu.
tion, 1886, o

The Swedish Econgmy {oo-edibor with Barry ¥ Bosworth), Washinglon, D.C: The '
Bromkings Institution, 1087,

Ecornomic Choives 1984 {editor and sontribulord, Weshington, D.C: The Brookings
Institution, 1988 :

Ethical und Tepad fesues oé Social Experimentation {cp-editor with- Michael
Timpaae). Washington, O The Brookings lestitotion, 1975,

Planned Varintion in Edncation: Shautd We Giue Up Or Fry Harder? (co-editor with
Michael Timpane), Washington, D.C: The Brookings Institution, 1975. .

Setting National Priorities: The 1874 Budger (with Charles L. Schultze, Edward R,
Fried, Nency H. Teeters), Washington, D.C.: The Erookings Institution, 1973.

New Approaches to Public Decision-Mahking. Canedn: Economie Council of Carada,
1972. : Bt

Setting Nationnl Privrities: The 1973 Budges (with Charlew L. Schulize, Edward H.
Fried, Nancy H. Teeters), Waahington, . The Brookings Instiiution, 1872

« Setting National Priorities: The 1978 Budget twith Chagles L. Bchultze, Edward B,

Fried, Nancy H. Teetsra), Washington, 2.0 The Brookings Instituiion, 1871,

Systemutic Thinking for Sogial Action, Washington, DO The Broekings Institution,
1871,

The 1.5, Balance of Payments in 1988 (with Walter Salant snd olhers), Washingtos,
B.C.: The Brockings institution, 1963 -

Measures of State and Local Fiscal Capacity and Tox {with Susan Moshlin),
L8, Advisory Commission on Intergovernmantat Lions, 1962,

Microanalysis of Swcioetonomis Sveb A Simulation Srugdy twith Guy Droutt and
athers), Harpers, 1961

The Role of the Federod Government in Financing Higher Education, Washington,
13.C.: The Brockings Tastitution, 18961, '
SUPERVISED PREPARATION OF . . . ’ T

Pinancing the Nation's Capital (The Report of the Commisvion on Budget and Fi- |
pancial Priorities of the District of Coluzubia), Novermber 1998, )

Numerous reports of the Congressional Budges Offiee, 187683,

" Poward a Long-Range Plon for Federnl Finnncial Suppors for Higher ‘Edmt&cm_

{118, Depariment of Health, Education, and Welfare), Jannary 1968

Tunnwrd ;:xg%g«:iai Repory (U.S. f)eparlmt;nt of Heslth, Bducation, and Welfare), Junu.

Medicol Care Prices, A Report to the .Presia’em (U8, Department Health, Education,
and Welfare, February 1967, '

SELECTEL ARTICLES, PAPERS, ETC.

“Beyond Alliances: Global Security Through Focused Partmershins” {with Generst
Bavid €. Jones (USAF, Ret) and Genernl Edward Mayer USA, Ret) A Study
Fupded by The John D. and Catherine T MutArihor Foundstion and The
Ruckefeller Fonndation. October 1990, -


http:Bmoki.ng
http:co-edit.or
http:CtJri.nR
http:Xlmml!.t.ee
http:Dlred.ru

16

“Bimulating Policy Alternatives for Long-Term Care: An Example of the Orcutt Ap-
pm{bcebr, lgggmal of Economic Behavior and Organization, Vol. 14, No. 1, Sep-
tem N .

“Inderstanding Economie Policy: A Citizen's Handbook” (with Carel (3. Cox), Wash-
ington, D.C.: League of Women Voters Education Fund, 1930.

“The Case for Common Shared Taxes,” NTA Forum, Fall 1990.

“Wanted: A New State-Level Tax To Prepare Ua for the 21st Century,” A Com-
mentary, Governing. April 1980. . -

*FThe Continuing Search for a Popular Tax,” The American Economic Review, Vol.
79, No. 2. May 1989. )

“Insuring Long-Term Care,” {(with Jm-;hua ‘M. Wiener). George L. Maddox and M.
FPowell Lawton, eds., Annual Review of Gerontology and (reriatrics, Vol. 8, 1988,

“Economic Pnliﬂv,” (with Paul H. O'Neill, W. Michael Blumenthal and James D.
Robinson, II1). American Agenda: Report to the Forty-First President of the Unit-
ed States of America, Washington. D.C.: America Agenda, Incorporated.

“Who Should Pay for Long-Term Care for the Elderly?,” The Brookings Bulletin, Vol.
6, No. 3, Summer 1988.

ystematic Ana!asis 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 Proeess,” (Presidential address delivered at the ninety-
ninth meeting of the American Economic Association, December 29, 1986, New
Oriligzans, Lowsiana). The American Economic Review, Vol, 77, Ne. 1, March
1987. ’

“The Tax Reform Act,” The Senior Economist, Vol. 2, No. 2. Spring 1987.

“Unsnarling the Process: Seven Ways to Improve Economic Policymaking,” Public
Welfare, Vol. 45, No. 3, Summer 1987.

“The Need for a Better Budget Process,” The Brookings Bullelin, Vol. 4, No. 3, Sum-
mer 1986, :

“Thoughts on Public Expenditures,” Eastern Economic Jouraal, Vol. X1, 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,

“\Vh{gaar;d How to Cut the Deficit,” The Brookings Bulletin, Vol. 2, No. 4. Summer

“Fhe Political Econom{dof Budget Choices: A View from Congress,” The American
Economic Review, May 1982,

“Income Distribution—Can Economists Help?” The American Economic Review,’
g‘l:}a?y 1975; available as The Brookings Institution General Series Reprint No.

“How Can Experiments Be More Useful?,"” The Americc-m Economic Review, May
1974; available as The Brookings Institution General Series Reprint No. 290.

“Social Policy: Alternate Strategies for the Federal Government.” Presented and
published as Woytinsky Lecture No. 3. Michigan: The University of Michigan,
1973, available as Brookings Institution General Series Reprint No. 288.

“Experimentation in Urban Education,” (Spaulding Lecture delivered March 1971). .

Issueg in Urban Education, New Haven, Connecticut: Yale University. 1972,

“New Approaches to Public Decision-Making.” Special Study No. 18 prepared for the
Economic Counci) of Canada, January 1972,

“Wh{g(';}gn’t We Get Things Done?,” The Brookings Bulletin, Vol. 9, No. 2, Spring

“Rethinking the Role of the Federal Government in Elementary and Secondary Edu-
cation for the Seventies,” with Robert W. Hartman, Needs r.g Elementary and
Secondary Education for the Seventies, Washington, D.C.: U.S. House Commit-
tee on Education and Labor, March 1970.

"“Growth and Change in Higher Education,” with June OfNeill, Proceedings of the
Academy of Political Science, Spring 1970.
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“Education, Politics, and Federal Aid,” The Progressive, October 1270, -

“Social Goals and Federal Support of Higher Education: The Implications of Various

Strategies,” with Jeffrey H. Weiss, U.S. Joint Economic Committee, Compen-

"dium of Papers on The Economics of Higher Education in the United States.
1969.

“The Planning. P ing, and Budgeting System in the Department of Hedlth,

Education, and Welfare; Some Lessons from Experience,” Subcommittee on

' . Economy in Governmens of the 1.8, Joint Economic Committee, 51st Congress,

1st Session, Compendium of Papers on the Ana!gsis and Evaluation of Public

. Expenditures: The PPB Sgstem, ol, 3, Pt. V, 1069); available as The Brookings
Institution Reprint No. 162.

“‘Populah'on Growth and the American Economy,” F. X. Quinn (ed.} Population Eth-_

ics, Corpus Books, 1968.

“Privacy, Poverty, and Old A{.ﬁe," with John C. Bereaford, Demography, Vol. 3, No.

1, 1966. Reprinted in Jeffrey K. Hadden and Marie L. Borgatta, Editors, Mar-
jage and the Family: A Comprehensive Reader. F. E. Peacock Publishers Inc,
1969. : :

“Critical Issues in the Develo[:ment of Vocational Education,” Unemployment in
Prosperous. Economy (William G. Bowen and Frederick C. Harbison, eds.).
Princeton, 1965; available as Brookings Institution Reprint No. 112.

“Characteristies of ‘Other Families,’” with John C. Beresford, Demography, Vol. 1.
No. 1. 1964,

“Research in the Economics of Higher Education: Progress and Problems,” Selma J.

- Mushkin (ed.} Economics of Higher Education, Washington, D.C.: U.8. Depart-

ment of Health, Education, and Welfare, 1962; available as The Brookings Insti-
tution Reprint No. 63. : :

“An Economic and Demographic Model of the Household Sector: A Progress Rell);z:rt.'

(with Guy H. Qrcutt). I*J;tional Bureau of Economic Research, New York, Demo-

rophic and Economic Change in Developed Countries, Princeton: Princeton
flmversity Press, 1960. .

PRE-HEARING Q‘UESTIONS FOR ALICE RIVLIN TO BE DIRECTOR OF THE
’ OFFICE OF MANAGEMENT AND BUDGET .
L. NOMINATION PROCESS AND POTENTIAL CONFLICTS =

Question I. Were any conditions, expre.ssed or imglied, attached to your nomina-
tion to be Director of the Office of Management and Budget?

Answer. No.

Question 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 from which you may have to dis-
qualify yourself? If so, please explain.

Answer. No.

II. ROLE AND RESPONSIBILITIES OF OMB DIRECTOR
Question I. What do you consider your primary responsibilities and priorities to

" be as OMB Director? :

Answer. My primary responsibilities and priorities will involve carrying

out the principal functions of OMB: | -

« Advising the President on budget and economic policies for the Nation;

Managing the preparation of the budget of the United States;

Supervising the administration of the budget; .

Seeking to improve governmental efficiency and effectiveness through im-

proved management of the government (i.e. improving both general manage-

ment and Federal financial management systems); . E

» Overseeing the latory review, legisiative coordination, and Executive
Order coordination functions; . . - .

- 8w
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« Contributing to the implemeniation of improved govémment-wide procure-
mant polickes and practices; and
s Overswoing Paperwork Reduction Act activities, . o
Question 2. OMB inchsdes several sta’cuterig cteated offices and pesitiom, .4

the I&eﬁ::&y Pirector for Mansgsment and the Offiees of Federal Financisl Manage
ment, Information and Regulstory Affaims, ond Federal Procurement Polivy, |

a. What do you cunalder to be your responsibiiities with regard to these offices

aud positions?

Anzwer. During my teoure sz Deputy Directer, 1 had the oppurtunity to
assist the PHreetor in directly managing and working with the statuterily
cranted offices prior 1o the confirenstion of a new DM, That experience hus
given me particulsr insight boto their roleg and activities. | have been im-

ressed by both the kadership and staffe in sach of these offices and be-
ﬁgms wey role e to work ciﬁssﬂr with the DDM and the offices themselves
to guide and support their efforts across poveraement as well as 4o enhance
their effactivensss by ensnring fhet thelr activities are integrated into the

budget process and other activitien of the Ressurce Management Offices ,

(RMOsL

b. Please describe your views aud plans regarding the relationship between, and
tha respongibilities of, the Deputy Pirectar and the Deputy Birector for Msnaye-
mant.

Angwar, Under OME 2000, we have made it clenr thet the Director, Dep.
uly Direclor apd Depuly Director for Management (DDM) operate ss &
tazm te which the rest of OMB reports. All of us work with thit BMOs

. &nd the statutorily created offices 88 we seek to implemenst the Presideot’s
sgende in the most effective and efficient manner. We believe the combined
and coordinated leadership of individuals with varied experience ia these
wenior pusitions ean enly make OMB more effective.

Question 3. Please deseribe your views oo the %ah and implementation of the
airrent OME reorganization effort known ax “OME 20807 Include in your saswer
3 discugaion of how OMB 2000 affecis the roles and responsibilities of OME's statu.
Sorily crented offices apd goaitlons znd how i affects their relationships with other
LB wilices and positions?

Anawer. The goals of OMB 2000 were, | belisve, socrintly stated in the
memo that then-Director Panetta ard 1 isseed io annpuneing OME 2000
Izt March, Specifically, we sald that for OMB * | | to be successfiel in im.
proving Exscutive Branch operntions, OMB's aversipht role must belter in.
tegrate budzet analysis, wanagamend review and policy development roles.”
We nlsa said that we neoded to “improve por sapecity and opportunity o
do mid-term analyse, . .

The OME 2000 based reorganization haa resulted in improved coording-
tisn betwesn ihe statutonly cresfed offices and the sther offices in OMB.
For example, {HEA stall now routingly attend BMO siafl meetings and

18

in promoting agency-specific procurement reform 'initiatives, such as the '
Department of Isuer%y‘s enpteact reform efforts,

The integration of sume OFPP peronned into the BMO's echances vur
ability to afdress procurement and contracting issues in the larger vontest
of ageney budgots and personnel muatters. The RM{Ys responsible for the
majer procurin ag}smxes——s‘ uelt ae the Department of Defense, De £
of Enargy, the %va ronmental Frotestion Agency tnd NASA.alao have pro-
curament specialists working specifically on procurement fssues. These pro-

- guraanent specialists uoe being jointy supervised on & matrix mansgement
grrangement by their BMO and OFPE, )

stive €. Has OMB developed performanes measures for OMB in light of Uts
OMB 2000 reorpanization? I so, please make them available to the Committee, IF
not, please axpiain when such measures will be doveloped. -

Answer. M5 has pot developed performance measures. It is difficolt to
develop nuantitative measures for a central management apency dhai
dousn't run programs or doliver services. The trus test witl be whether the
FY 1996 and subseqguent budget processes are more ¢ffactive in focussing -

< apttenkion on management isues and whether the msnagement agends (s

dlading procurement reform and fsancisl management reform) odvanpes
more rapidly than voder previous strucfures. - . -

- . 171, EOONOMIC AND BUDGET POLICY

guesﬁm i. Please describe sny ehanges in your views with regard to sconomie
and budget pelicy sinoe your 1983 cenfirmation as Deputy Bhirectar,

Angwer. My views a5 such have pot changed, bt the sconomic rod hude-
efary circumstances have changed considernbly.
The Congress pagsed the Fresidents sconomic plen, including svbstantisi

* deficit reduction. The etonomy has regponded accordingly. We now have

more rapid growih of output and employment, lower unemployment, and
stable prives. Deficit reduction has eut the Federal Government's credit de-
mands, stimulating bigh levels of Frimuz business iovesiment Interest
rates are off of their lows because of the more rapid econmmic prowih, but.

remain 4t or below the levels ab the tme when the Administration
took affice, and well bolow the lovels of the proceding two decaden, The
budyut deficit haa declined even faster than the President forecast when he
annnunced his econvmic plan: we now project deficlt reduction over 1904
98 of not $505 Billion, but 3682 bilhon, T,

Much remsains i be dooe. The Administration has made clepr that the
deficit will begin 0 rise again in dellar terms {though it will remain fiat
as a percentage of GDPY, use of the rapld rise of heaith cnre cosis.
Comprehengive heaith reform remaing essential to lengterm onnlrol of the -
deficit. With continued responnible polieymaking, we will have a smallar
delt burden, and = greater legacy of private investiment, 1o leave o our

children and succeeding generations.

RMEO staff are invited Lo the biweekly meetings of the GIHA Adminisirater . 1. BUDBGET PROGESS

and (HRA giall to discuse pending issues, This “vross pollination” has re- - . . t. . :

sulted in closer working reintions between OIRA nind BMO staff, thus in. Guestion 1. Please deseribe auy changes in your views with regard to the budget

ereasing the effectivaness of both entities. : process since your 1893 confirmation as Deputy Director.-lnclude in your snewer
The statuterily crested offices have two msin robes: (1) developing govern- your views an the seosmmendations of the Netional Perfarmencs Review {NPR], re-

menl-wide policies and guidance materialy, and (2} working closely with the : .« earding reform of the budget procesy. v

RMOs 1o oversee the implementation of these policies. The offices have pro. ' Avawer. The Administration inherited s bedget degisionmaking structure

- vided techeical training to RMO stafls while sise providing monitoring tools . that was not well suited o the need for ehangay in the direction of govern.

ard werking jeintly with them to institule needed improvements in the ) ment policies. Although the budpet process kas demanded, and suecessfully

agencies, . . o . . Lprodused, numerous exasnples ‘}F useful data aboul program results, the pa-
OFPFs reeent restructuring wil streagthen fis abilty to sarry out s o perwork produced by the process reflectand bins toward the incremental

statutary mission of égvelopm? government-wide ﬂwiwy guidance, providing needs of the governments bureaucracy. Basie messurement and evaiuation

Inpdarship in 69@929%?;3 lepislative proposals o lmprove the procuremant of these rasnn was hard to come by,

provess, leading the Cost Aetounting Standards Bourd, and ganieipating in ) The preblsms i the budget process were not caused by the federal per-

the Federal Acquisition Regulatory Council. With the e izatian under - to eonnel regponsitde fr budget furmedation. Most federnt hudget specialista

GMB 2000, we expect greater institutional wg;mn for O¥FPPg statutory . are sherply focused, hard working profesaionals. The core of the problem,

mission. ko adidition, cooperation between (P

and the BMO's regarding rathar, was the failare of the budget process to ch ith -
CFPP governpment-wide management inifistivex bas incressed, hmfoding world and a ci':a ugmnomj;giapfaﬁam of las!:‘lziégr:ﬁgng s gchmg
cooperative efferis in areas, such a5 electranic commuerce and performance- o achievement of this Administration wag to move quickly to open up
based service contracting. And OFPP and RMOC persennel are cpoperating the process to address the new challenpes,

e g 1T
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To prepare the FY 1994 budget that was required shortly after the Presi.
dent’s inaupuration, the Office of Management and Budget expanded the
role of the %hite House stafl and other organizations—the National Eco-
nomic Council (NEC), Domestic Policy Council {DPC), and National Secu-
rity Council (NSC). X

ven though the 1894 budget propesals were assembled literally as the
members of the new Administration were taking their seats, OMB went to
great lenpths to involve the newly arrived leadership of Executive Branch
agencies with budget decisions snd to communicate priorities. The NEC, in
articular, organized frequent meetings with the President and agency
Eeads. in which OMB's initial drafts of the budget legislation were sub-
Jjected to broad discussion and review,
The FY 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 gver 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 extracrdinary amount of time meeting with
every one of his eabinet secretaries as well as other key agency heads to
discuss their budgets, 21 in all. In the past, most Presidents had not seen
fit to meet with cabinet members before makini their budget decisions. In
these meetings, presentations were made by both OMB and the agency, the
president asked questions and then led a discussion. The meetings were at-
tended by White House stafl as well as NBC representatives. OMB went
through both the broad and specific issues with the President, on both spe-
cific Departments a3 well as government-wide issues,

The new direction in budget decisionmaking, emphasizing maore 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 FY 1996 under the discretionary spending and FTE limits established
in the !law. OMB has also continued budget meetings with other elements
of the White House and Treasury to discuss crosscutting budget issues for
the FY 1996 budget and the longer term.

After working hard for e of the Government Performance and Re-
sults Act (GPRA), OMB hzs 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 smis Administration. The reforms parallel proposals made by the
NPR in ita September report. We have implemented the NPR recommenda-
tions and are continuing to improve. : .

V. OMB MANAGEMENT ROLE

21 -

departments across the Federal Government are in the process of designing
st.reamlinin'ilslm that will enable them to meet their missions and their
goals. But this is only the start of the journey. As 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 and
supervision are unnecessary and the appropriate size and function of hesd-
quarters operations? There is no more significant manapement undertaking
going on than this effort. ’ .

A serious management challenge for the Government is the implementa-
tion and execution of such streamlining plans. The Federal work force will
be reduced by the 272,900 FTEs now required by statute. But even if this
reduction is pursuant to well-designed streamlining plans, those plans will
not self-execute. 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 imprave 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 insura that
we improve on our ability to design and procure the appropriate informa-
tion technology systems to meet our heeds, .

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 problems do not exist in abstraction but grow out of pro-

gram coperations. 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 account for the funds that are being devoted to this

area, and

* Whether we are being efficient in the procurements related to this program.

We are confident that we can now bring a more consistent perspective
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 questicns of insuring that our goals are articulated and under-
stood, and that the necessary training ang
employees to allow them to perform their new reles successfully. Change is
difficult and exciting at the same time. -

My views on these matters have not changed in any fundamental way

resources are provided to our .

guestion 1. Please describe your views on the management problems 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-

since my confirmation as Deputy Director. [ am even more strongly commit-
- ted to do my best to improve the management of the Federal Government.

- ’ Question 2. What are your views on the CFO Act’s consclidation of OMB Federal

ment challenges that have confronted the private sector the past several . management responsibilities under the Deputy Director for Management? What
: operational respansibilities will the DDM have under “OMB 20007 S

years. The hierarchical management configuration that was efective for so
many decades has proven to be inefficient and unresponsive to the needs
of a modern society. .

The place to begin in addressing these management problems is an ar-

ticulation of the mission of an organization, which often causes us to ask
questions we have forgoiten were important. Who are our customers? What
- are the services and products we are trying to deliver to them? How should
we measure our success? What are the constraints upen our ability to meet
these goals? . - .
Once a Department has a vision of where it's going, a st.rateﬁilc lan
needs to be developed to achieve that vision. Too often Lﬁroughout e Gov-
-ernment, we find agencies and personnel simply going through the motions
of doing today and planning for tomorrow solely on what we did yes-
terday. Any changes are incremental additions or subtractions from what
we know best, which is what we have been doing. Rigidity is the result,
Once an agency or program knows where it 15 going, it can begin to ad-
. dress meaningfully the restructuring necessary to get it there. Agencies and

[ S

e s

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 Covernment’s management role and provides
additional resources to the DDM to carry out those functions. OMB's new

- DDM John Koskiren in his confirmation questions to this committee, stated

that, as part of his OMB-wide responsibilities, one of his “first activities
will be to work with all the senior executives at OMB to develop a manage-
ment program for OME that sets dear priorities for specific management

improvement activities.” That effort has already started. He already hes -

met with all OMB staff, including RMOs, for their input on management
and budget issues, and is now meeting both individually and government-

wide with agency Chief Operating Officers, CFOs,.and Inspector Generals. -~
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Guestion. & Plenge deseribe your views on the nesd and prospects for Federal [
nancial maaegement im{?m\-‘emma Ioehude In your answer any views on improving
the effectiveness of the

fice of Fadersl Financial Management.

Aunswer. The recently [ssved Fuderal Financinl Management Slatus Fe
- port and §-Yeor Plar describes the sccomplishments, status and plans for
_ Grancia]l managementé improvements in the Federal Government, The ro.
rt budicates that much hoo been acesmnlished in the past several years,
ut much more rermsins o be done. In particylar, we are pleased that orya-
nizationsl and systems infeastructures pre belng put in place in the 23 OFC
Art agencies to bring about the improvemesis needed o run government
better. Fipancial reporting poficles and standards have been instituted ag
a foundaiion for providing indorsoation on where resonrcrs are heing speul
and what is being eccomplished. A plan has been developed for the rupid
?eve‘ln}:ﬁwn% of & pattonwide system to deliver gowenment benefits e&c»
ranically. ’

Ins xegmxi to the sifixtiveness of the Offics of Federa! Financial Manage-
ment {OFFM}, 1 am hopeful that we will be able o anoounve soon gor
gholve for the vritical position of Contreller. The key, however, s effective
finencial mansgemernt is continuity, which we have basn sble s maintain
in both purpose and pevsonnel. The OMB 2060 restructuring shuwld be able
1o enhance the elfectiveness of QFFM by lsveraging its activities through
the Respurce Manosgement Offices (RMOs). | alse am very optimistic about
leveraging the resources of the ggency CFO oflices who have the Erimmy
responsiiniity and autharaag 14 imz:%?bout the im ments m wed by
the OF(Os Act. OMB's RMOs and OFFM can provide gaidance, help remuove
shatacles, and encournge in!.em%ea sharing, but the apencies are where
the CFUs Act will sueceed or fall %W revent ndapties of a fingngigl man-
npement visien sialament, goals, and strategies, and the restructuving of
the CFO Couneil Lo provide the agensies” policy and cureer offivialy with a
greater “owaership” of the Gnancial mmnspement improvement program
should help strengthen fingacial monspement in the ngencies.

P

We ape mw‘mf away from A system of rigid and complex regolations de-
signad ta contrel svery step of the procean tn a mystem that recognizes the
need to serve custumers more effectively. To do this, we must allow produre-
ment officera to examise reasonable discretion amd businens judgment
in their procurement decisions. | alse censider the project to rewrite the -
Federal Acquisition Regulstion an ssseotiel olement of precursment -
streamlining. . : ) -

© As Deputy Direcior, 1 have fully supported and, i ronfirmed, expect o
continue ¢ support the initistives on contraciyr past performance, ghor
antive dispute resolalion, improving contract administration, and perforo-
gnee- service contracting. 1 mzs also rommisted to the effords o im-
grove the professisuatism of the procurement work foree,

With Tegard fo improving the effectivencss the (ffice of Federal Frooure-
ment Policy, | support the OFPP Administrator in his procorement mform
efforts and management initiatives of OFPP for reform withic the Depart-
ments and Ageneies. In addition, integration of OFPP initistives within the
BRMOs in o new menns of enhansng the effectiveness of OFPP,

Guestion & What are your views o the need and proapecty for improvements in
program eveluaiion, performente messurement, humas resources management, and
sther govermment-wills mansgement matters, heretofre overseen by the Cfenerzl
Muanugement Division?

Answer. In my jsdgeent, the need and prospects for improvements in the
functions of the formey General Mansgement Divisien sad government-wide
management matiers generally hove bosn inereased and strengthened sub-
stantially by three {aciars or events,

Firat, ths President’s sconomic plan, sdopted by the Congress st yesr,
with itg real cops on diseretignary spending, i furcing us to ook st how
well programs are operating. We simply do et have the huxary of sdding
new ms and digreganding Ineffictency in old ones. This President has
pmlm';{zbsfamial investments for which we can soly find the budgstars -
resources i we wesrd gut what does nol work and streamline that which re-
mains. It ie inferesting to note that the fovus on improved management in

Question 4, What are your views un the need and prospecta for improvement i
?npamc;k reductinn, information rasources mansgemvent, &od re iaig% rovinw?
atlude i yosur answer any views on improving the effectiveness of the oo of [n-

the private sector has been spurred, $o a lavge extent, by sinilar extersal
pressures--in that ease, both domestic and foreign competition,
Sevand, the snactment of the Government Performante sand Results Act

formation and Begulatory Affuirs,

Answer. Sines the beginning of this Adwinistration, there has bees dra-
matic improvemant in the Gifice of Information Begulatory Alfairs
{OIRA) The new E{. 12866 eatablishus mure carefully fwumsed goals snd
more detailed procedures, assmuring openness and scosuntability, onder
which OIRA cardies out regulatory review. The "1" ix hack la “OIRA in
that (HRA has uodertaken  vumber of subsiuntive projects 1o improve in.
formation resources inansgement, eg., the substantive improvements to
OMB Circylar A-130), the “CGovernment Information Locaisr Sserviee”
({FLE] initiative, and O1RA &a?pcrrt for the (A IBM “best practises” guoid-
ance. GIRA aiaff worked closely with Congressicos! stafl on legisiation to
reauthorize ampriations for DIRA and (0 amend the Paperwork Redue-
fion Act to m it stronger arsd mare affective, resuiting io a bill strengly
aupported this Adminisiration thet was reported unanimously out of
commitiee. We appreciste this supporl. I believe QIRA will continue to im-
prove 9 effectiveness in cartying out its designated dubies

{GPRA} has given us 5 prooesy fur introducing and expanding the use of
performance information inta the degisian-making process. One of my high-
eyt priorities 2s Deputy Direstor, which I weuld certainly not sbandon as
Dirsctor, has been to malie the resource sliscation precess mere perform.
ance snd less input driven, The GPRA, an initistive of this Commities,
gives us a plan timetabis for advancing the vse of performance infor-
mation in resouree allocation and muangement,
Finally, the implementation of (ke restructuring of OMB, OMB 2000, has
given ug an m’gmizazimal framewyrk for makiog resl mmnagement chenge
appors, As 1 heve said to some of the Memberr of this Uspmmnittee, 1 can
ne longer imagine 2 bifurcated (management.side snd budget-gide) OME
tryiog o deal with agemg gtreamlining, im;;f;wing cuBtomer servion oF ime
plementing the GPEA. Policy offices now have greater laverage eo thut
whaen, fur example, the (¥ Administrater is trying to advance sisetronic
oopnmeres, ke has o virtual staff of all of the Hessurce Management Offices
(MG} In gome cases, like human resonrees, the lead for 2 government.
" wide policy area is now vested i an RMO. As 2 result our capanity in these
areas has been enhanced aa weill,

_ Ruestiog 8, What are your views on the need and the prospects for improvements
in Federal procurement? Include in your answer any views on improving the effne.
tiveness of the Dffies of Federsl Pracurement Policy. '

Answer. I bulieve theve sre a pumber of sreas in which we can improve

Kuestion 7. What are your views on how o ensure that Wmtﬁem "gicwixﬁizing” '
doss nob result in either an excessive reliance on private contractars or in & grester
fimbalzoce of managers to employees?

the Federal procurement arl we are meking substantial p
o many of them, The Administration's blueprint for impruving the Federal
procuremnent process is provided in the recommendatisns of the Vice Presi-
dent's Nationas! Perlormance Review, 1f we are to schisve the atated poal
of the NPR of & government that works better and cosis fess, we must make
imgrovements in the procurement process, Oue of my highest priocities will
to support the effhris 1o complete the conversion from a paper-based con-
tracting system o an eleebronic system. The project being lead by the OFPP
Administrator to develsp the electronic commercefelectronic data inter
thange sysiem for procurement i the bogioning of 2 revolution in how we
conduct pur procurement.

T

Anpwar. The Federal Workforce Bestrusturing Act of 1824 requires that
Federal emploympnt be reducad by 272,944 by 1899, The Natisnal Perform-
gnee Beview recommended thet most of these reductions could be aehieved
by eliminating the struciures that overvantrs! and mitrosansge the Fed-
ersl Govermment: headguarters stafly, extranesus management snd saper-
visary layering, personnel and procarement speciaiists, badget analysts, ste.
NPRs goal is to increase the ratio of emplovees fo managers, rather than
treate an imbalance of menagers to employees. OMEB is now in the thind
eycle of receipt and review of cies’ atreamiining plons. This current re-
wiew is an integral part of the Fisesl Year 1906 Budget Process. . .
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In ordsr to achisve these reductions sgencies must retain the necessaty
floxibility to realipn BT to meet continuing mission requirements, to minl-
mize the sdverse impacts on employees, and to coniract out or contract in
those metivities on the basis of cost savings to the Government. Any conver-
pions to eontracting will be subject to the provistons of Section § of the Fed-
oral Workforee Resteacturiog Act of 1994, (P.L. 103~226) which prohibits
pgencies from converting work from in-house to contract performance un-
fess a cost comparison demonstrates that euch a contract would be to the,
financial advantage of the Federal Government This reguirement was
veeffirmed in our memorandem M-28 to the agencies, "Contracting Out
and the 272,900 FTE Redoection,” dated August 18, 1984,

Quastion 8 In your book, Rewiving the American Dream, you said, among other
things, that the Federal Governmant does not. have the “managerial eapacity” to un-
dertoke the wide variely of tasks mandated by political decision-makers. This was
a major reason for vour yecommendstion that many Federsl program be “devolved
to the stales.” What are your current views on the anslysis and recommendations
that you made in Retiging the Amevican Dream, and how you plan to incorporate
that thinking inke your actons ag OMB Director?

Answer. Ope of the most important tasks in American governmant, im-
glicit in the Pedersd budget, is to determine which Joveln of the Federal sys-
tom are best suited to underteke which respongsibilities. This was 2 key

westion that 1 addressed in Rewiving the Amerivan Dream, and it is ope
g'hut the Administration sontinustly faces.

Thie Administration, in wefemtim with the Congress, his alrendy ad-
dressed this issue frony several direstions. In the Prestdents Crime Bill, for
exemple, almest $480 million of the pew funding for crime provention is
distrintted as block grants. . o S .

the Federal Covernment gels geneyal priorities in apportioning fonding -
mmeng bk, grants, bel the Siates and localities huve the ultingte say on
the: uses of the funds, sod the key role in m manngesent. It will alse
enconrage nnovation st the Btate and loos! tevel, which, with coveful eval-
uition and sharing of experience, will ultimately improve knowledge and
methods of orime Sphting all acrows the Mation,

From aneiher dicection, the Administration bns soughi to bulld the Fed-
eral Qoverament’s mauagement m'pm:i;ﬁé o deal with it8 own responsibil-
itien. The Vice President’s National Perlormunce Review haw helped 4 sle-
ety the imporiance of Federal management thrmugh o sories of nitlatives,
beth legisintive as well a8 sdministrative. 13 has focused on giving Federal
munagers e tools and the incentives to make sment work belter and
sost joss. The President’s Mansgemaent Counnil is o high-level warking body
of Chief Operating Offivers of prisvipsl Departments god e that

~has taken on mujor, longdurm manapmnent poobleses. For example, the
PRMC sucesssfully worked topsther with Congress to push for passage of feg.
istution pariier this ga&ar that goave sgency managers the option of using
buysuts a8 & ool in thelr restructuring plans. We wre beginning o see the
resulty: even as the Jong-term growth of Federsl eroployment has been re-
versed, the Adnidnistrstion ja working teward lmproving cuslomer servies
and focusing on e performance. For sunmpls, when tested by natural dis.
?xyzmﬁaad emurgencien, the Federal Government has woved gquichly aod of
ICHE ~

ﬁnaﬁy wod looldng towarnd the felere, we must take onre thet assigo.
‘ments of responsibilities (o the States ond loendilies not fmpose exoessive
fisenl burdens. Working wilh the Congress, the Administration hay taken
& new appronch lo maneging the costs of goversiment soress the Federnt
system. Thie issue witl be uppermost in my mind ag 1 address future Fed-
eral policy initintives. . . .

Vi, RELATIONS Wit CONGRRSSR

Question 1. Do you agree withoul resérvation to respond to any reasonable sum.
mons to appear and testifly before any duly constituted committee of the Cungress
if you are confirmed? . )

Answer, Yes.

Question 2. Do you agree without resgrvation to re?lé'qlu mny resgopable request
fn{ infarmation from any duly constituted committen of Congresa if confirmed?

Answer. Yes.

gt g o e b
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Chairman GLENN, Fine. Thank you very much. You have already
addressed to some extent what 'my first question was going to be.
It is about the infegration of budget ang management functiens.
The reputation, at least, hay been that these divisions haven't got-
ten along too well sometimes in the paat, and we have a deep con-
cern for the “M,” as has already bean pointed out, and I want to

_make sure that any reorganization doesn't set us back.

¥ have reserved judgment on this, as you know frem other con-

versations about this. 1 think to make this work we want to get all

of our peeple in place over there in your office-the OMB Deputy
Director, g’é‘?‘h’i Comptroller, snd so en, Do you see that as being
any voncern toward making this whole thing work? -

i guess that would be one question, and a second would be how
many People are foing to be involved in the managemant funchion
out there in these ﬁﬂ}s. Arent they going Yo sort of be over--
tvgz}mlz})}ed by the necessary pumbers of budget people that are out

oro? .

Mas. RivuiN, That question, My, Chairman, I think really reflects

the feeling that these are different functions, and I really don't

think they are. I don’t think we can suy there is s group of people
who worry about manngement and there is a group of people who

-worry about budget, The job of the RMOs is both,

Now, I realize there have $o be some specialties. Not evervbody
is an acosuntant ar a procurement specislist. There are very spe-
cialized competencies that are me‘aieé« For example, if you are re-
viewing the procurementi and acquisition policy of the government,
somebody has got to be a real expert on i, AL OMB Steve
Kellman's operation is entirely focused on that, but they can't in-
plemant the policy and make sure that the ageneies are reslly mov- -
ing forward with procurement reform by themselves, They have to
be tied into the budget process. That is the point of what we are
doing with OMB 20600, - . : . . e

in each of the RMQs, there may be pesple specifically focused on
procurement or financial management, but I den’t think that is the
mmportant thing. I think the important thing is that we bring the
agencies in and talk to them sbout the resources that they might -
have. We are talking not only about an accounting of their re
seurces, but alss how they are managing them. What is your agen. -
¢y doing about procurement reform? How do you know that you are
spending this money in accordance with the law? Tell us about
your agency’s financial managemant system and how well it iy
working. That is a central part of what we will be doing. .

Chairman GLENXN. | mentioned the nominees for Deputy Director

- and OFFM Comptroller. When are we likely to get these nomina-

tions? Can you tell-us that?

Ms, RIVLIN. 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 Comptroller. The paperwork is being done, The
nominations have not yet come in a formal sense from the White
Housge. They will soon, within a week or so, I hope. [ am afraid that
we may run out of time for getting them confirmed in this seswion,
but we are at the stage of making nominations for those two jobs’

~ and I thmk they are strong people,
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Chairman GLENN. We need to pet those just as soon as possible.
1 am sure you would agree with thal, :
Ma. Riviw. | certainly do. :
Chairman GLENN, We hope to have them very soon, )
The reason, | guess, that 1 still have a question mark in my mind
ahout the RMOs and how they are going to operate in this manage-

ment arca--let me give you an example. You put someone out’

there and they are in the RMO and they are working on manage-
ment. We have, across government, as identified by the GAD, some
200 different accounting systems in government. We have in the
Department of Defense alone 160; the Army alene hag 43 different
accounting systoms. We can go on and on and on with examples of
this sort of thing.

Now, someons out there working in an agency is nol nearly &
Kkely to try and revise that accounting system and get it in nar-
mony with all other accounting systems ity government unless thay
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 ophi-
mum number of ‘different accounting systems in government
maybe, but I know it is 'not 200. We know it should be well below
that. ] was concerned, and still am, that these RMOs out here are
going to need very, very centralized, strong direction to push to
make some of Ehese changes fo even gel computer systems out
there that can talk to each other in atcounting systems. It fs a yery
major problem, so that has been one of my major conceins on how
the RMOs are going to work.

. Maybe you want to comment on that, Do you plan te push to get
these aceounting systems down where we can at least have some
semblance of knowing where our expenditures are in government
at any one time? We are pushing Jehn Hamre over in Dol contin-
ually to do that and he is making a lot of progress over thare. 1
want to compliment him on what he is doing, but at the same time,
that is just one spot in government. We should be doing this across
the whole paneply of government activities. )

Ms. Rrviy, Well, T think we are doing it, and John Hamre s a
good example. He is the CFO of the Defense Department and b
is a very able man. He used to work at the Congressional Budget
Office. | think he is fypical of the best of the CFOs, and it is the
CFO's tesponsibility to-make sure that these accounting systems
get improved and coordinated.

We are pushing on them from OMB-.not only through the CFO
Council and the Comptroller's operation, snce one is appointed, but
alse via the RMQOs, I think the main thing that the RMOs can do
iz show that this isn't just a separate {inancial management job.

While looking at and agency’s budget, the RMOs are also asking T

questions ubout the financial statement. We have, 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 i is very impertant to have
these financial siatements, to have them auditable, and by asking

questions about them clearly demonstrate how important we think

it is,
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Chairman GLENN, And have-them done on the same basis so
they m;l‘be wzge;pargg one Es;ith t}wiz}t;mr, and also with the same
accounting systems, hopefully, one of these days, "

Me. Rrviaw, Right, :

Chairman GLENN, Senator Hoth, .

Senntor RotH. Mr. Chairman, I know Senator Stevens has some
other commitments, so I will vield to him,

‘Chairman GLENN. Senator Stevens, ’ -

_Senator STRVENS. Thank you. Dr. Rivlin, one of my fond memo-.

ries is the time that I served in the Interier Department, and I
used to go over fo the old Byrean of the Budget and parlicipate in
dialogs before the Director there to deal with problems caused by
other Federal agencies. I think we have lost that kind of coordina-
tion, and let me just tell you about two areas that I think are ex-
tremely difficplt for those of us who live in the hinterlands,
1 had a meeting last week with members of both the Forest Serv-
ice and the timber industry in Alaska, and I found that the Fish
and Wildlife Service, without any notice, and apparmt]g' without
wpy conrdination through your office, had filed g series of petitions
10 declare that certsin pordions of the Forest Service lands in
southeastern Alaska areas showld be designated sas habitat con-
servation zones. ‘

They have, in_my opinion, contrary to the law, withdrawn a
whole series of lands now that were subject fo timber harvest
under existing contracis becayse the Forest Service filed these peti-
tions, Those petitions have a different states than if they were %{tad
by @ menber of the publiz, but the thing that bothers me is that
the Forest Service then had to take the money thal was appro-

. prigted for the purpose of preparing timber for harvest, for super-

vising timber management, and for cruising timber lands in order
téo lz;y out these zones and now withdraw them frém the timber in-
nstry.

My meeting was with the Forest Service becauge they asked me
to seek more money so that they could replace what they have used
to counteract the activities of another Federal sgency, and we have
just done that in terms of the Interior appropriations bill. It has
directed that the Forest Service should consider budget allowances
o help address these costs thal are associated with {hese activities -
of another Federal agency.

I mention it to you now because in Auvgust I had o meeting in
Alaska over the wetlands, We have a runway in a wetlands ares; |
it is an airport at Sewnrd thst is abgut ready to be destroyed be-
cause of a meandering river. Under the wetlands concept, again a
petition was filed by one Federal agency to counderact the activities

. of another Federal ageney. It is the Fish and Wildlife Service to the

Corps of Engineers, as oppused to EPA in this ope, all three of

© them involved there.

The public is very confused. They see their afrport disappearing,
and we ean't. find a way o get the coordination that there used fo
be within government. In ferms of the Forest Service action, we
have now closed the mill in Wrangell It is the only mill in
Wrangell, it ia the only employment in Wrangell, Four hundred
jobs were lost, and the reason 19 that the funds that were appro-
prieted by the Congress to prepare fimber for that little mill have
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now been used to counteract the petitions filed by the Forest Serv-
jee, which have 8 greater standing than if a member of the public
had fled them, The Forest Bervice felt compslled o automatically
withdraw these lands on the petition of the Forest Service. .

Everyone has mentioned the “M” word here, “management.” 1t
used o be just Director of the Bureau of the Budget; he still coordi-
nated Federal actions to prevent excessive costs by one agency fak-
ing on another ane in public before there had been 2 notional policy
established, S '

What has happened fo the funttion of the Office of Management
and Budget thal is to prevent this collision and confusion of the

pisblic in having to deal in wellands with three different agencies .

on one issue?

1 could give you a parade of horribies sbout that. A woman 1
know in Nome built a %mme right on the edpge of n really small, ht-
tle stream. Her home is sinking inte that littie stream now because
they won't let her extend the pad that her home was built on 6
feet. She has had three hearings in 2 years, There is no national

policy. There was under the last administration, by the way. It was _

revoked by this President. o i
Now, what has happened to the coordination of policy between
agencies that is increasing the costs of government? Do you still

have a management function to coordinate between the agencies .

when they are taking each other on and confusing the public on
what i national policy? .
Ms. RIVLIN. Yes, we do, and we spend quite a lot of tinle on
working out difficulties that arise because there are confliets in pol-
icy. Obviously, we dont get them all, but I think thaf the problem

that iYnou point Lo is very real, We are very conscious of it at OMB,
e heads of the major natural resource agencies, especially Ag- -

but t
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 the agencies
working together in mgjor ecosystoms where a conflict between
agencies existed. The Pacific Northwest is one where, in working
cut the timber plan, good cooperation between Inferior snd Agri-
culture has been fustered. The Everglades i3 another. We are cer-
tainly conscious that working ta?tgther and bringing those ageucies
together, where thay all have di
area, is important.

Senator STEVENS. Weii, 1 am pm;i:mlug legislation for the next

- Congress to deal with that becsuse [ think i ought {o be mands.
fory thalt one agency cannel challenge the lawiul activities of an-

gther without having hed a Presidential finding of a8 necessity W -

de s0. It just seems to me that this confusion s destroving con
fidence in government. . -
Let me skip to one other-I gee that fast clock hag gotfen me
here. I don’t know; maybe I am getling older than bihink. .
. 1did visit with you about the trans-Alaska gas Fipeiim svatem,
it is one of the major projects that in wailing now for execulive ac
_tian, At the fime that the ¢il was digcovered at Prodhoe Hay, ges
was associated with its production. It has been reinjected. We onigi-
nally thought we had 26 trillion cubic feet of gas. Now, we are toid
we have 65 trillion cubic feet of gas. It is in a reservoir. It i3 cost-

aving responsibilities in the same -

! Ve
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ing those who are using oil now o reinject that gas al even more
a8 wa go through the develapment of Prudhos Bay. -

This 18 one of the great known resources of the United States,
and | hope that you are proceeding with the task force that we dis-

- cussed because this is 8 project in this country that is 2 menu-

mental project, it could be commenced and initiated before the turn
of the century and be a multibillion-daliar slimulus {0 ovr econem,
from the private sector, but it just doesn’t seem to have any push
now from the government sector, . : .

Are you going te proceed with a task force on the trans-Alaska
gas pipeline system? . ' i .

Mp. Riviiw, We are certainly looking into it T don’t know exactiy
what the status of the task force is at the moement, but you have
gotten it on my agenda. .

Senator STEVENS. (ood. Thank you very much. Thank you, Mr.
Chairman. Thank you, Senstor Roth. .

Chairman GLENN. Thank you. !

' Senator Pryor. ) L :

Senator PRYOR. Thank you, Mr. Chairman, Mr, Chairman, | have
a short statement which I am not going to give, but if I could, I
would like to have it placed in the record. ) : .

"PREPARED STATEMENT OF SENATOR PRYOR

Mr, Chairmah, { would like to thank yeu for holdiag this hearing today. Alice
Rivlin has been doing a good job sz Acting director of OMB and I am pleased that
soon ghe should be able to drop the “Acting” trom her title. Her experistice over the
past two years has minde her one of the best qualified OMB Director we have seen
;::»d vears. It is essential that we will have a new OMEB Director to develop the FYSS

i.

I ﬁww that the Director of OMB is bombarded hy different issues every day bt
one issue that T urge vou to foeus on ilg munagement. Az the federal government
moves toward its downsiving turget of sliminating 272,000 federal employees, noth:
ing i3 more important thas ensuring thet the programs that serve our peaple oon- .
tinue to operate nod operate well The Administration and Congress have worked
to develop a pumber of tocls that will allew this to happes.

To date, it appears that cies are using the buyout eption to reduce the size
of the workforce withoul pe disruption. Segioning 1, 1 bebieve we will
ses ancther round of buy-cuts as agencies reosive thedr FY9S dollurs, My conomn
ceniinrues to be that agencies learn the experience of the Pustal Bemioe whose
efforis adversely alfected service. Agencies should farpet the buyosois o eliminsie
ynneeeseary jobs so we do not have to repiece those employees. ;

i gise wiil be watching to ansure that sgencies do net turn 1 contractors and oone
sultants to replace employees who lesve during the downsising. T koow OMB has
issired puidanve on this point and hope that B is followed 8 the apenties develop
their FYIE budgets. . : '

i am Tocking forward to working with the Departmesnt of Pefonge as i implatents
the requirement for cost comparinons of service contracks worth wwre than 106,000,
For the firgt Uime, service contracis will be required 1o be reviewed fisr oosd effective-
ness. 1 hope that OMB will build on Dolrs expsriences in thig ares and determine
that it is possible $o expand cost comparisons throughout the Frderal Government,

Again, Mr. Chairman, 1 thenk you for helding this hearing and look forward to
& apeedy confizmalion of Dr, Riviin,

Chairman QLENN. Without objection, it will be included in the

“revord.

Benator PRYOR. Mr. Chairman, I would like to say that I don't
know of 2 time in the history of the Office of Management and.
Budget when we have had a Director coming aboard who iz more
quahited than Dr. Rivlin. I want to congratulate you, Dr. Rivlin,
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Jand thank you for being willing to give of yourself in service to
yoaur country, .
One or two points. Senator Stevens is gone, but 1 would like to

ghare a concern that | have regarding the issue of wetlands, and

1 truly believe it is not an issoe of being pro- or enti-environment.
We have geen some agencies spin out of contrel in this whole ares,
and this has been going on now about 5 or § years.

i read in the Wall Street Journal an artlele about an eiderly gen-
tieman who had moved 2 house to a site where he had no idea that
this wae classified as wetlands, and they have basically fined this
man; he is paying $380 » month. This is in west Texas, | believe,
He has been bauled sround in court for the last several years. He
is financially and physically,  think, broken. ] :

1 called him on the phone yesterday just te see if the article was
eorrect that was in the Wall Street Journal He verified cach and
every detail, and il is not falr and I hope that you will inlerpose
yourself and put the “M” in OMB actively to work in this area to
fry to bring some sense to il :

Second, my convern is, as we downsize with 270,000.0r-80 fewer
Federal employees, I hepe that what we are not going to do is 1o
_ replace these same Federal employees with private contractors. We
gan 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 iL is a very bollow
viclery indeed. ; :

An amendment that I recently had adopied to the Defense au-
thorization bill would ¢ause our Department of Defense to list what
it would cost to hire contractors {5 replace those same Federal em-
plovess, not that I sm for or against Federal employees, but 1 just
think that many times we take those savings we think we have
eaptured in downsizing and simply turn around and give it away
o the private contractors. S, that iz an observation I would ke
to make.

" Onee again, T congratulate you and I look forward to werking
with you in the fuiure. s

Thank you, Mr, Chairman.

Chairman GLENN. Thank you.

Senator Bennett.

OPENING STATEMENT OF SENATOR BENNETT

Senator BENNETT. Thank you, Mr. Chairman. [ welcome Ma.
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 point of view, | agree that you are
very well qualified for this assignment and [ congratulate the
President on having made the decision to put you there. I think

your experience at CBO will give you an 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;
between the two apgencies that are always arguing with each other
as to where the economy is Igoin and what the xm&t:ct of govern-
ment activities will be. So I welcome you to the Committee and
welcome you into this assignment.

a1

. As I say, Mr. Chairman, at the appropriate time there is an area
that I want to pursue in some detail with a question-and-answer
circumstance, but T will defer until after all the opening statements |
have been made and we go through the queationing session for that
experience. .

Thank you, Mr. Chairman,

Chairman GLENN. Thank you, . .

+ Benater Hoth, whom I should have gotten back in order there,
Borry about that. ‘
" Sewator ROTH, That is fine, Mr. Chairman,

Dr. Rivlin, { appreciate your being a strong supporter of my leg-
istation on performance and resuits. Ag you know, the resl purpose
of this-it is hard for the average person to follow what we are
taiking about, but what we are y talking about is-better gov-
sranment at lesy cost. 'What we are reslly talking about is judging
programs on the basts of their performance. Are the programs in-
deed providing effectively good services to the people back horne?
Fhat 18 really what government is all sbout.

Unfortunately, many of ng feel that over the years we have de-
veloped a bureaveratic spproach where too much depends on proc-
ess rather than resuits, B¢ I do want to express my appreciation
to you for your interest and your support because this is, I think,
& tremendously important-—as Leon ette said, it is really the
centerpiece of reinventing government, -

Now, one of the purposes of this appreach, of course, is, as a re-
sult of being able to judge programs as te whether they are effi-
ciently providing services, how much money they gel. How do we
tie it to the budgel? The pregram does not succeed if our budgetary
process isn’t directly iiaf to the effectiveness, the resulls, of sach
program, . )

Se one of my questisng I would like {6 ask you is how are we
going to use it in budget formulation. Second, z related question is
tt spems to me that we ought to be judging our personne! on the
basis of performance. How effective a job is a program manager
doing in bringing about good services promptiy? :

I we are going to have an efficlent approach, it seems to me our
personnel policies—our pay, our compensation—should be based on
the resulls a program manager is getting for his program. Se, here,

Cmy guestion is, in talkig about personnel reform, do you have any

thoughis on linking Federal inanagers’ pay and rewsrds o how
well they are managing their programs, as it is messured under
m‘yr Performance and Resulis Act. To me, that is crucial.

his whele thing has to be tied together, The budgetary process

and personnal responses have to be tied fo whether or nof an indi- | .

vidual, a pregram manager, is effectively managing that pregram
so that it provides resl service at minimal cost {0 the taxpayer,
Would you care te comment, please? :

Ms. RIVLIN. Yes. I think the first thing that has'to happen, and
your legislation recognizes this, is that we have to start measurin

. performance of programs. We can’t talk about it in'the budget an

we can’t talk about it in pay terms until we know what thess pro-
grams are producing. That is, as you also 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 measures thet lead
to counter-productive results as well.
I 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, re«

us measwvres of them, : )
Now, that part, I think, will go along. 1 can’t say that we will

have a moment when all budget decisions sre made on perform. -
anve. 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 inereaging roie in budget decisions. . ,
The pay thing 18 harder. I think we are engaged now in congider-
ing civil service reform and trying to set a system that will have
more incentives for performance in it. The trouble with doing that

and putting it in the law is that it can turn out o be quite mechan- -

ical. The efforts that have been made so far in the SES system,
such as piving bonuses based on performance, have not been ier.
ribly suceesaful. We have got $o do better than that,

Senator RotH. Well, I congratulate you on the number of pilot
programs you have initinted. I think that is excellent, and I sgree
a5 to the complexity, but I do think we all have o push hard if

we are really going to realize the time schedule we have set for this

program. .
iet me make a comment on personnel because one of my con.

¢erns is the reason why we have a bureaucracy that deesn’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 curreni sysiem is
that people are rewarded by the size of their pay, by the size of
their budpget, by the size of the bureaucraoy they mansge, rather

than how effectively they are providing services {¢ the American | v

1e,

{ think we have got to grapple with that problem, and we have
got to be careful because both parties will be suspicious that if you
don’t do it in an intelligent way, it will be used for partisan advan-
tage, and that is not the answer. But I do urge you that if we are

going to talk about real reform, we have got to begin rewarding

people who do a job in the senge of performance for the American
people and not on the basis of how many levels of buresucrats
serve under them,

Ms. Rrviin, Right.

Chairman GLENN. Thank you, Senator Roth. That is a tough one.

1 am a cosponsor of Bill's legislation that went through here. [
think it is excellent and I want to see it implemented. { had a pub-
lisher of & paper in Ohin, though, who said we ought to do the
same thing with Congressmen and Senators, and I said, well, what
are you going te use as a standard for preoductivity? 8o this is a
- vary difficult thing to implement. :

Senator ROTH. Does thal mesn how many laws we pass each
year ay productivity? }

Chairman GLENN. That {8 why | said, how would you do this;
what is productive, the pumber of bills you put in per year, or

quiring that managers say what it is they are producing and give

‘or su, everyone wil

ER

. whatever? He didn't have any. answer to that, but it was an inter-

esting comment anyway,

Senator Dorgan. .o :

Senator Dorcan, Mr. Chsirman, thenk you very much, .

D, Rivlin, I mentioned monetary policy and the Foderal Reserve
Board to you 8 moment ago. | mentioned alse that the Federal Re-
serve Foard has, in five mteregl rate increases, largely in secret
with no public debale, taken back one-f&th of all of fast year’s defi-
it reduction package. They bave increased the cost of borrowing to
the Federal Government by well over $100 billian.
. I must say T admire the administration’s patience. I would be in-

- ¢lined to want to lfet a. front-end loader and a utility trailer and -

get down there and cleanup at the Fed. Tell me what your impres-
sion is in the administration abeut what i1s going on in monelary
policy. This notion that there i3 some massive threat from inflation’
and therefore they are going to put the brakes on the economy with
higher interest rates—why have we pet heard much from the ad-
manistration about that? -

Ms. Rivian, Well, for one reason, the administration doss respect

* the independence of the Fed. That ia the way we have set up the

Federal -Reserve. That iz the way the iaw is. The Federal Réserve
i¢ Independent and we should respect its independence.

From a more economic point of view, one would have expected,
as the economy grows rapidly ag it is now, that interest rates’

. would rise. Now, the %ﬁstiun is how much of an interest rate tn-

erease is appropriate. There is a history of many recoveries from
recessions ending because the Federal Heserve overdid it and too
{oo sirict sleps on monetary policy, )

I don™ think t}wfr have overdone it vet, but over the next year

have {o grapple with the question of whather

it 18 better {0 have the Federal Neserve raise interest rates or exe-
cute & muore restriciive fiscal policy to take another bite at the defi-
cit if the econamy grows at a faster rate than is sustainable in the

- leng run. That will be a real tradeof¥ yuestion,

Senator Dorcan. Well, I certainly respect their independence,

.but there are too many in this town, probably, that mistake the dif-

ference between respect and worship. I mean, Fed policies, it seems
to me, sught to be the subject of substantial debate, despite the
fact that § are independent, .

{ would Like 10 ask a couple goestions about your answer. Yo
said a recovery will necessarily mean higher interest rates. Why
would that be the case? - : . . .

Ms. Riviaw, Well, as the economy 5 #nd meves back toward
capacity, there is move demand for funds, Interest rates are likely
to rise from the demand side, and if the Federal Reserve is looking
shead, 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 bit so that we have slow, steady growth rather
than cver-rapid growth, ’ .

Senator DORGAN, The problem with thas logie—and [ have buth
studied and tanght scenomics—the problem with it is that wo were
told in GATT and in NAFTA that we now access the worlds fac
tories for the a?m&zzc?:ien of our refrigerators and our shirls, We
nuw have a safely relief valve of an unemployed army of 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 back 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 NAFTA and GATT. Multinational
corporations have every opportunity to use other labor outside of
the U.S. markets and other factories outside of the U.8. 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 teil you I find no credible evidence
that inflation is on the rise. I find the independence of the Fed, as
they sit over there deciding to fan the economy without public dis-
cussion or debate, troubling, to say the least. ’

1 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 1s 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. . o o

I ﬁave 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, 1 don’t think I want to express a hope. I think

the only thing I ean 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 economg_? ] )

Ms. RIvLIN. I think it is a hard call from their point of view. I
share your view that there is no imminent threat of _inﬂat_mn, 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 operatin 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, andl

50 it is a question of how you balance that risk.

Senator DORGAN. But it is willing to take the risk of plunging the

country inte 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 all of us, including the Fed, are required to, or at least ought
to, be concerned about. S
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 Feder
Reserve Board. o

I think you are eminently well qualified to head OMB and I am .
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-
: ttﬁry FPc']icy, with reverence, but not worship, for the institution of
e

ed. 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 AXAKA. 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 ahd ceordinating varicus manage-
ment procedures among Federal departments and agencies. As 1
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 governing racial and eth-
nic statistics. This review, which included nationwide 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. . T

I wish to reiterate to you my continuing mission in this regard
to have native Hawaiians reclassified in the same category as

" 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 exercigsed 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. -
1 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 secks to rightfully place
native Hawaiians in the game categery 83 the gther native Lﬁeupleﬁ
of this country. I does not, and I repeat, dows not, affect the gov-
ernment-to-government relationship which exists between Feder-
aily-recognized tribes and Alsska natives. It also dops not affect the
political status of native Hawailang. That is something we 23 na-
tive Hawsiians will resolve through the legisiative process,

Nevertheless, 1 anticipate that you will be hearng from con- '

cerned tribes that the inclugion of nstive Hawsiisns in the same
category 88 American Indiuns and Alaska natives will somehow af-
fect their political relationship with the Pederal Government or
would impaet their entitlement programs. This i3 simply nhot frus,
The intention of the directive as adopted in 1977 was clear, and
that is that the cigssification should not be viewed as determinants
of eligibility in any Federal program. 1 know that, and I know you
kapw that, too. I strongly urge that the Clinton administration uge
its own best judgment in evaluating this very important issue.
Nearly 1 year ago, President Clinton signed into law a joint reso-
lution offering an apology for US, complicity in the January 17,
1893, overthrow of the Hawaiian government. The measure alsp

committed the Federal Government to recenciliation efforis with -

the Hawalisn people. : )

Dr. Rivlin, needless to say, actions are stronger than words,
While much must be done through the Congress, the Clinton ad-
ministration’s action in supporting muy proposal to reciassify native
Hawaiizas wauld certainly go o long way foward strengihening its
swn relotionship with my people. I look Torward io working with
you over the coming year-and-a-haif as OMB concludes its review
of dirpctive No. 15

i also wish te applaud your commitment in making management
a critical eomponent of OMEB's budget process. Your interest in
management is well-known, and 1 have noe doubt that the fiscal
year 1988 budget precess will reflect your desire to {ully integrate
the varisus munngement tools this Commitiee has given the Fed.
eral Government. | know you share my enthusiasm in integrating
these focla—the Government Performance and Results Act, the
Chief Financial Officers Act, and the NPR, to name a few—into the
fiscal year 1988 budpget. . )

Mr. Chairman, I dor't have any guestions ¢ this point, and ¥ am
fully confident, Dr. Rivlin, that you will be confirmed by the full
Senate. Thank you very much, :

Thank you, Mr, Chairman, :

Chairman GLENN, Thank you, Senator Akaka. )
Senator Bennett, I don't know whether you made your openin
statement, We were into questions and maybe I got you out of
order, and if I delayed you, I am sorry. Bul if you had questions

or a statement, we will take tham right now. -

Senator BENngT?, Thank yeu, Mr. Chairman. It is my fasit for
caming in late. I had the usual vther conflicts, ’ :

Dr. Riviin, your resume- maKez it very clear you are as well

trained in economics as we are going to find, and I am delighted
that you have had the broad background of experience you have in
the various places, academic and foundation, and so on,
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My trsining and background hog all been in business. I took a

. few economiecs ¢lasses, but I wouldn't attempt to try. to remember

most of what I learned there. But I do remember some lessons from
operating in the ecenomy and 1 wouid like to have g dinlog wilh
vou ahout them, ,

No one can survive i business unless he or she can aceurately
forecast how the market is going fo react. You come out with a
product, you farecast thof will sell “x" numbey of widgets, and so0.
you produce the number of widgets you think you have, and so on

- gnd so forth. You understand the process,

Nothing can be more devastating to a business than to make the
wrong farecast. You build too many widgets; you have s warehousa
full of them and they don't sell and you asre buried ander the rost
of that, You make too few widgels and you lose your market be-
eause vou have a world foll of angry and unsatistied customers. i
mean, foracasting is a congtant, constant battie, and one-of the -
major advantages of being in the informatien age is that forecsst.

}n%tools are congtantly getiing histter and more recent.

o one cun iell you really, with sussurance, whai the futurs is
going to be, but the ability of the compuier and intelligence soft-
ware ms is that you Know what yesterday was, and that is
encgrimpusly valuable io you as you are trying to preject what t6-
morrow will be, compared to my grandfather, who didn't know

* what yesterday was until the sceountanis had come in and wonid

ive him last vear’s report. I have geen businesses founder solely .

cause, for whatever reason, their compuiers couldn’t tell them
what had happened right away,
So, now I come into the Federal Government after a careor in the
business world and, frankly, I am algpaiiad at what 1 find, We have
forecasts that miss the ssark widely. We have projections out of
CBO, and 1 presume OMB, that defy all common sense, and yet
drive policy. - _

I understand the ranking member, Mr. Roth, once asked the
GBO to project revenues at a 100.percent tax rate and was isid
that the revenues to the Federal Covernment would eqgual the
gross domestie product becewse the computers were not pro-
grammed o recognize that a 100-percent tax rate would reduce
econginic ackivity to zero, : . X

We had all of the debates during the days of the Laffer curve,
and people say, oh, the Lafler curve is nonsense and supply eside
economics is vooduo economics. But gvery businessman deals with
the Laffer curve every day. De you raise your revenues by raistng
prices or do you raise your revenues by cutting prices? In govern-

‘ment, cutting prices is the equivalent of cutting iaxes,

I have presided over a company with s product mix snd we

“raised revenue by raising prives ‘on some products and cutting

prices on other products, and it has 1o do with competition, it has
to de with customer value, it has to do with a lot of things thai
Fadersl managers don't have to daal with. .

But this is not a trivial matter because we stand up on the foer
of the Senate and have debates that strike me ss surreal; as people
say, well, if we meke this amendment in this bill, CBO sceres i
and we will save $400 billion over the next B years. I am sitting
here saying. guys, you don’t really seriously heﬁem that, Gh, yo,
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and the prime example which we have heard over and osver again,
but 1 want to give it to you once again to get it on here because
# g Hke the emperor's new clothes—it is the same story, but ap-

piies ggain and again and again-—is the projeciions and the rese.:

tions on the luxury boat fax,

Now, here wag an indastry that was at the édge of collapse be-
cause of uvercapneity, and the last thing in the world it needed was
a price invreage, In order fo sort the industry out, what it needed
was price-cutting and eliminate some of the less productive folks
and get more revenue into the industry beosuse more peeple would
buy boats because they wonld be availabls bocause of i;e:eer prices.

The Congress, in its wisdom, cormes along, or the summit sut at
Andrews Air Porce Base, and says we are going to slap a 10pere
cent price incresse on this industry, and it gestr&yed the industry,
destroyed jobs, destroyed inveme, destroved economic activity., The
net revenue tp the government. went spiraling downward as a re-
sult of that 10-percent increase, which the <omputers scored,
straight-line extrapoiation, here is last year’s product, we add i0
parcent te it and this is what will come to the govermment.

Senator Chafee approached me and gaid, would you cosponsor
my effort to remove the loxury tax on boats. I said, 1 am stunned
that it is still there after ali these years of economic ravaging of
the industry. He says, yes, we have ﬁen tatking about. 1 =aid, ab-
salutely, John, I will cosponsor it, I will do the whole thing, even
though we dor’t heve 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 loss that will eccur if we remove this fax. I said, you
heve got to be out of your mind. There is no loss if we remove this
tax. The government revennes are going to go up if we remave this
tax, Everybody knows it and he says, yes, but that is net the way
the computers score it. "

I had to look the other way because of my opposition to tax in.
creases in order to cogponsoy this removal of the tax. We came up
with some combination of so many cents o beat fuel, or whatever.
Frankly, 1 can’t give you the details because it was o repugnant
to me I didn't want to learn them and, as | say, 1 lvoked the vther
way. But, finally, something was put together so that on paper we
- said we will replace the revenue lost by repealing the tax on huxury
boats by increasing the taxes here, there and everywhere, and
therefors it is balanced, and so on. ’

15 there anything we can do about that whole process that says ‘

straighi-line extrapoiation seems to be the yule of the day in fore-
. casting? It ends up on the Congress’ side driving us inte stupid de-

cisions like the boat tax decision where the ebvious, commun-sense, .

real-world answer is, whoops, we raised the price on this product
ang people aren’t buying it anymere, let's siep right now, not 4
years, 8 years later. 1ot
zuf the price, therefore prolong the lifetime of this product, or in
this case this induséry, because the devastation in lest jobs, unem-

ployment compensation, lost- productivity, lost everyihing by de. -

stroying & domestic industry through the 10-percent luxury tax was
very severe, bub somehow ¢ elv%arocess arpund here znd the way the
CBO computers and the OMB computers, and so on, are -pro-

s stop right now and say we are going o -
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gramined won't allow us to make this kind of chvicns sort of deci-
sion. - . )
Now, that is a long speech, but you were prepared for it, I think,
a little, and I very much appreciate having this dialeg with you
about this whole question of forecasting. o
CMs. Bivian, Well, first, vou are quile right that forecastiog s

- very imﬁunmz {0 everything we do, whether you are in buginess

or whether you are in the government, The hardest thing to fore-
cast is the performance of the aggregate economy. We are not very
good at that. The economy is a very complicated system and cong- -
mists simply are not very ¢ at forecasting what will happen {o
the tntal economy, especially around turning poinis either turning
into recession or turning back up agsin. - . R
-Now, once you have got the economic foreeast, the resi of it isn't
so hard, It is not difficult to forecust what will happen if you
change a spending program or a tax program, given the ¢eondomie
forecast, I think your Iusury boat example is actually very good.
“The problem with respect ¢ the luxury beat faux, and 1 might add

- Iwasn't a party €0 this, was that at the time the forecast was being

made in 1990, nobody was forecasting the 1880 recession, The eco-
pomic assumptions on which those forecasts of revenue were made
were a continuation of modest growth through that period.- _
Now, you are quite right that vaising the price of hoats probably
contributed in some degree, major or minor, to the {net that in the
next year not very many boats were sold, but there was ancther
hig eontribution. The next yesr was a deep recession year, and the
market for luxury boats is very responsive o what is geing on in
the economy. 8o I think the big mistake ins that case was that none
foreeast the recession. . ‘ "
Whatever one thinks of the luxury boat iax, the recession cer-
tainly played a part in cutiing the market for boats. Any time you
make a forecast of a policy’s impact, you are reslly 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-
sasting methods in various parts of the government, including the

© execulive branch and the CBO, and people work very hard on this

in %rivam industry. The fact of the matter is that nehody is very
oo 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 vour preduct, but you cannot control what will -

happen to demand for your produdt if the economy suddenly goes .

into a recession or sven if it recovers and peeple start buying .

. things again, -

Senator BENNETT. I would like to pursue this,” My, Chairman. I
realize my time. is gone. Let's do another round. I would like to
come back to it, . : :

. Chairman GLENN. Yes, We will start a gecond round right now.

Dr. Riviin, I want to get back to some of the CFO orgenizational
problems in the agencies. Some CFO’s, from our view, have nol
been given the responsibilities envigsivned by the Act. We had a
hearing recently, for instance, where we took OPM fo task, the OF
fice of Personnel Management, because of the problem. They should
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be seiting en axample, sctuslly, for the rest of government au far
as { am concerned,

Your latest CFO plan shows the Agriculture Department as the
snly agency without an approved CFO plan. Have you looked inte
that? What is the plan there? What is the problem?

Ms. Hivisn, Yes, we have, and we are working with the Departs
mant of Agriculture on this. I faiked fo John Keskinen about it yes-
torday and he is hopeful that we can work it oul, but it bas been
a problem of some difference of opinion on hew thig plan onght to
work. We haven't worked it out yet. :

Chairman GLENN., Well, 1 realize that, and I think there has
been s scrap going on at Agriculture. I am not sure what level of
leadership over there doesn't want to give CFQ full responsibility.
I thought there was an agreement that had been worked out with
Phii Lader. He had worked with them some on that, I knew, 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
back-peddling off of that. Is that a true situation?

Ms, Riviin. Yes, but we will work with them and [ think we can
get this resclved in fairly short order.

Chairman GLENN. CK. I probably shouldn’t be commenting on
Ag without having them present to defend themselves, but the Ag-
riculture Department—-the genemi reputation here on the Hill,- 1
think, is that they are one of the most set in their ways, least ame-
nable to change mtmg departments in government. So I hope they
gt with it on this OF0.

il they need some push from here on the Hill, just let me know
hecause I would be more than happy to do . We gre very serious

shout the CFD) Act and is implementstion, and as we have said |

before, Chuck Bowsgher at GAD said it was the best step forward
in financial management and gave you more fouls than anyt}ﬁzz%
in the last 40 vears. Whether that iz an scenrate estimale of i,
don’t know, but we want to do whatever we can to move everybhody
into full cooperation on this because we think it is so key, -

We haven't heard a whele lot about the high-risk areas. Those
high-risk areas were set up originally because of this Committee.
Wa had asked the General Accounting Office to look inte the areas
of government where they saw the biggest problems, the most like-
Iy budget problems, the mest likelihood of mismansgement and
waste of government money, taxpayer money. They gave us that,

We asked M, under Mr. Barman, o make 5 mumilar sstimate,
and they went at i on & tompletely independent basiz and the

high-risk lists then came eul. We do tham annually now and they .

came gub surprisingly the same even though they were arrived at

independently by OMB and GAQ, and we think {hey are a valnable.
tool for you to try to stop some of the most likely hemorrhage . -

peints in budgeting in government,

Would you comment on that and your use of the high-risk areas |

and how you plan to use those? :

Mz, RIVIIN. Yes. I thiak the high-risk list has been a very usefd
contribution in focusing attention on areas where there really was
a danger that systams might break down and where the hope was
{o focus atipntion before the catastirophe happened.

a1

We have spent guite a lot of time on the high.rigk list in the last
few weeks, The list seemed 1o have been useful but appeared to
have not been reviewed infensively very recently, We therefore
went through an intansive review, item by item, with the Onancial

. management people and the relevant RMOs. T participated in these

moetings myself, and went down the list item by item. 1 ssked
ahiout the stetus of each itens, how sericusly the department was
taking it, the propress since we last saw #, if any problems had
been solved, and whether we could take them off the list.

After going through the entire list and winnowing it down, we
picked out.the things we thought were highest priority and thosze
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 19%96¢ bhudget when we
publigh it :

Chairman. Guesn, OK, good. We thought that- publishing that
high-risk Hst—that managers in the various sgencies, once they
were hsted on 2 higherigk Hst, they would take immediate action
to make sure that t%eir &B{Eamﬁen‘h or their agency took corrective
action. That hasn't always been the case. g .

We have thought here of muybe holding g8 conferences and
thinga like that to let a little sunshine in and bring some atieniion
to the problems and to push them harder about taking corrective
action, We may still want to do that, but T think this can be a very
good toeol for you to use over there in your shop, also,

GAQ has recently issued an excellent report on stratepic informa-
tion management, and it has been valuable in our efforts te rean-
thorize the Paperwork Reduction Act, The President and the Vice
President have talked a lot about the promise of new technolegy
and pew information infrastracture. We have got fo get more valug
out of the government. ) :

We put about §25 billion a vear in annusl investment in informa-
tion technology right now. Do you have any idea how we can make
more efficient uge of that money and how we are going to structure
thig whole new information infrastructure, as they call it?

Ms. RIVLIN. Yes, That is something we sre working hard en.
Sally Katzen, who heads OIRA, as you know, has been working -
particularly hard on if getting the whole organization into it. Sally
now has people in each of the RMQs that she is working with te
make sure they understand the information manngement problem
and are working with their 38611{:%{:8 onit. |

We are working with the GAO on & jeint publication manual or.
set of guidelines Br evaluating information technolegy and gzzidiz:zﬁ

. investments in informution technology. I think that is going wel

We will be working with the agencies as well to make sure they
implement {hese guidelines and that we have r sense acruss the
government of how this money is being spent,

The $25 hillion. isn't all investment. A lot of that is operating and
managemend, but 1 think the key elements are what new systems
we ;m: bringing on line and whether we are we doing that effec.
tively. .

Chatrman GLENN. As we myuve inte 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 concernéd. 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. 1 am concerned that Federal and

State responsibilities are being blurred by the fact that increas-

ingly every level of government is becoming involved in every prob-
lem, or at least the Federal Government is 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 responsibilitigs. I think that is part of
the reason the American people are so unhappy. They dont see
government solving problems. They don’t know who to hold respon-
gsible, and as a result you have sericus 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 kili
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. RIVLIN. 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. g

One of the indications of that is a program that the Attorney
General has put together which is called PACT. T am not sure what
those initials stand for exactly, but it is an effort in the area of pre-
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
the efforts of Federal agencies on various aspects of this problem
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.

. the privacy point of view. We are
.ple’s taxes on computers. .
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I have congratulated the administration for its initial steps, but
I think we. need to move béyond my performance and results act.
We are now signing into law and I am delighted—military procure-
ment reform. I 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 strongly, 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 OMPB’s implementation of information security and privacy re-
quirements. . ;
This is a matter of gfeat 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
taiicing about putting all of peo-

Now, if we think we have had an uproar in the past, if it be-
comes obvious that people, unauthorizetf, 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 te 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 fecused on this probiem. 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 1t a lot of attention.

Senator ROTH. Well, I can’t stress the critical nature enocugh 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 teco

- much at stake. So [ do urge that you make this a top priority.

Mr. Chairman, [ 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
ater. .

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 teli you that computer .
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maoternization over there just has to be funded. This is the vae spot
where every American has an interface with government every
year and if that gets fouled up where people have a low condidence
fevel that they are being dealt with fairly, we have got very major,
maior problems. Se we have fought on this Committee to keep from
reducing her ‘people and the computer modernization over there,
and 1 hope you can Reep that in mind a3 you go.

Benator Bennett. ’

Senntor BENNETT. Thank you, Mr. Chairman. I | may comment
on vour comnment, back to our discussion about the spyregate econ-
amy and forecasting, 1 do not mean this disrespectfully and 1 think
-ty is the kind of comment maybe we ought to have over lunch

sorne time, ’

¥, Rivian. Goed. :

Senator BeENNETT. [ think you are missing a major point, and
maybe all professional economisty mdss this peint and T will sum-
marize i in & statement that 1 learned very early when 1 started
investing in the stock market. It i3 a cliche, bot lke most cliches
. bappens to be irue.

There is no steck market; there is a market of stocks. We hear
the phrase “the stock market has gone down,” or “the stock market
is stagnant,” and there are some stocks that are going up, and “the
stovk market is booming,” and there are some stocks that are going
down.,

The stock which represents the bulk of my assets, the company
that 1 served as the CEO of, went up during a period of time when
ihe stock market itself was static, ent I enme to the Senate, 1
took some of my money and I put it in & mutuel fund and it is
worth less today than it wag when I bought it, and the stock that
I 25ld 1o put it in the mutnal fund to diversify is now about 60 per-
oeat higher than it was. S, obiously, I made 8 dumb decision.

The point is that o sey, well, the luxury boat business wonld
have gone down anyway because the agpregate economy went
down, is pot necessarily trae. 1 may be irue in this instance, ]
dan't know. I have talked to people in the bost industry who said
that the areumsiance of the indusiry st the time the tax increase
was put in was sbuolutely disastrous timing, and they weren't talk.
ing about the tide of the economy. They were talking sbout the
state of the industry, the state of the companies in it, the state of
sompetition. )

The one thing they all wanted to do and needed i¢ do was cut
their prices. At the very best, they had to hold their prices, and
here comes the government and, blindly, willy-nilly, incresses their
_purices 10 percent. They tell mewadmittedly, they are parties at in-

terest here-that it was the tax increase that devastated the indus.

try and closed down the penple. That is my comment on your com-
ment. .
Let’s ga an te the more specific governmental issue that is facing
_us right now, and we have a prime example in GATT. Under the
ruleg of PAYGO, we have got o find $12 billion in cuts up bere

in order to pay for GATT, and every forecast that I have seen aags
o

that in the period of time that that $12 billion in revenue will
lost in the first B years, nearly 330 billion in revenue will be cre-

45

ated because GATT will stimulate new and increpsed cconpmis ac
tivity. ,

If%tr am a businessman whoe is being told, OK, it ifvsnizzg tn eoat
on $12 billion to launch this product, but it will uee 830 b
ion in increased revenues, 1 say that iz u good deal and let's do

it. Here is a circumstance where we are being told we can’t do it
unless somehow we raise taxes or cut expenditures gsemeplace ¢lse

" for $12 billion. That is ridiculous, but the way the computers are

rogrammed and the way the rules are written, either we have to
form waive the law or come up with $12 billion somewhere. As
1 say, that deesn’t strike me as either sound management or budg-
eting, ’ :

Zﬁgthem any way yeur office, under your leadership, cen begin te
addrass these 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 Congress as they make these

-kinds of decinions?

Mz Rivian. I have a great deal of sympathy with this ment.
The administration, as vou know, hus foughi hard for GATT, and
one of the agonizing parts of this has been that i has been nec
essary 1o come up with these offsets. It is not easy to do that and
wo have offended & Jot of people in the provess. It would have been
a lot sasier to take the position that vou are describing and be able
to gay this is good for the economy, &0 let's da it. o

The Xi‘.‘ahiem with going down that route is that it is a slippery -
slope. Almost everything we do, not enly on the tax side but alsc.
un the spending side, we do because it has an wltimate beneficial

-effect on the economy. One could ‘argue that lots of different kinds

of tax cuts would benefit the economy in the long run and we.
should teke that into account. One conld also srgue that about
spending programs, that improving education or other kinds of im-
Frovemems would benefit the econnmy in the long run and there-
nre, gver sgme period, pay for themselves, . .
I s only worried that if we start down that roule, tempting as
it is, we will lose budgel discipline. Because it is so difficult to
prove any of these things, we *mﬂ ¢hen be tempied to do what often
happened before we had these scoring rules. We can cut taxes and

. raise spending since it i all W for the sconomy.
’ 1Y 8

Senator BENNETT, I am fu yiapathetic with that, but the an-
swer on my part is the siastement that vou say # is so difficelt 1o
montior whether it really does or doesn’t. Again, in a business you
find out in s hurry. A businessman has ‘of the latitude to do
that, We are going {o raise spending and we are geing to cut taxes,
or in the business tase we are poiog fo increase our investments

" and we are going to cut our prices, and all of the rest of this, and

3

ave made the wrong cholce. - ' L
In government, the enly place you get hit is in the statistics, and
we now come-back to the kinds of statistics that are kept at OMB
and CBO, and T go back to my epening statement. You represent
a bridge between these two agencies that I think is enormously val- -

uable az we grapple with this, )
We are entering in a world-—indeed, we are in a world where we
have the capability te analyze thege kinds of things to a degree we

{nu get hat very guickly with the realities of the marketplace if you
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néver had 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 derivetives is directly correlated with the rise of computers and
software that make it possible fo anslyze how many paris of the
deal there sre that can now be broken up snd sold in different
merkets all over the place, and then moniiored and people re-
warded or punished on the bagis of the cholices that they made.
Can’t we marshal that kind of wmpuling power io say, OK, we

said this was pring to preduce this kind of result, we are discover -

©ing very quickly that it is sbout to destroy an industry and there
fore, instead of waiting 6 yesrs, Congress, 1 change this, we in

OME are saving o yvou you have started down s read that Jooked |

good ut the time you made the decision, but, by George, the varly
indications are very clear? We are 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
" a geod investment in this kind of sducational technology, or what
you theaght was a good investment in roads or whatever it might
be—we aré doing this up-to-date computer analysis the way a mod-
ern business would do and we are saying to you that product isn't
sefling. You have got to atop manufacturing i, vou have got fo get
it off the shelves in & hurry and make 3 decision, :

The failure to use those kinds of techndques to moniter what is
happening in government brings us back to the position you have
just described that says, well, maybe it might make sense, Senator,

ut we can't do it becsuse we can start down the slippery slope.

Ms. RivLaN. T bhepe you and I can have a longer chance to talk
about this in a more informal setting,

Chairman GLENN. He suggested lunch. I just want to know, with
the new gift.rules we are putting in, who 12 going to pay. That i
what I want te know,

Ms. Riviin, Well, 1 think we each have to pay for sur own.,

Senator BENNETT. As along ss myv stock keeps going up, I will
he happy o pay. ) :

Ms. Kivein, 1 think a lof of advances have been made in the use
" of computer technology nnd in forecasiing fechniques. 1L is not my
perception that it is wow pessible to easily sort oul the effects of
government policy on what is actually happening. 1 don't think it
14 that easy in business either,

1 sat on several corporate boards for quite a long time and was .

in p lof 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
a lot of uncertainty even in the business world. )

Senator BENNETT, T don't dispute that at all, and that is what
we all get paid these high salaries to sort through. But can we
stard to bry in government? That is my plea.

Ma. Hivian. I think we can and 1 think we are, sand § would be "

delighted te have a further discussion sbout what else we can da.
Senator BENNETT. Thank you, Mr. Chairman.
Chairman GrEsw. 1 would just peint out with regard to the dis-
cussion that has been going on here that the offsets are somsthing

we pui in here at this end of the avenue because we had an inabil- -

ity to cantrol spending. We saw ourselves going further into debt,
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so we did it to vurselves as far ag that goes, This isn't something
that was put in over at OMB, and you have to live with it there,
abviously. ’ ) . -

The offsets were put in betause we hud reduced revenue by 25
percent back in the early 1880 and increased defense spending,
and the tax cuts supposedly ware supposed o resulf in.such new

 business supboris and invesbment and ponsumer confidenes, and

we would move on to a new leve! of pconomic activity that would
mare than restore what we were cutting. )
it just flat didn't happen, aad we got a $3.5 trillion increase in

. debt to show that it dida’t happen, That is the reason I am so leery

of saying, well, we need more tuax cute now. If we think that is
what we need right now, wehave 2 $3.5 trillion debt out there that
shows that it didn’t work before. I don't see how it is going to work
now, -

Senalor BENNETT. Mavbe you and I can have lunch to debate
that, too. [Laughier] )

Chairman GLENR. We will have lunch, too, all right, good,

The National Performance Review hay many accomplishments,

© Wa had a big role in passing the Federal Acqussition Streambining

Act, the so-called procurement bill. The Governmental Affairs Com.
mittee, the Benate Armed Services Commillwe, the Pentagon,
through the 800 Panel, the small business people, and the National
Performance Review ail combined to reglly bring that thing in.

I don't know whether you have been able to take—that will be
signed into law, I guess, next week, 1 believe,

Mz, RIVLIN. Negt week, _

Chairman GLENN, | don’t know that there has been a date sef,
but the signing is supposed to be next week some time. Is the law
going to have & major impact on the budget st this early stage?
Also, I would ask, too, abeut the Office of Federal Precurement Pol
icy that 13 poing to have to administer this law, I think they are
going fo have diminished staffing, alse, I believe. | am nob sure
whether that is good at this stage just as we are {rying i imple-
ment this new law, What impact do you see all this having?

Ms, Rrviin, Well, T think 1t will have a budge! impact but it will
unfold over several years. We are very prond of this piece of legisla-
tion. I talked to Bteve Kallman yesterday about the highly demand-
ing process by which we will get this all implemented. ¥ think he
believes, and T believe, that we are now organized well in OMB to
do that. His own staft, the statutory office, is smaller, but that is
part of this OMB 2000 reorganization. We fnow have the RMOs

. that have some procurement specialista in ther and they are fo-

cused on helping Steve and his team with the implementation of
the Act. I think that will go forward on scheduls. .

Chairman GLENN, QK. Civil service reform was the third majer
goal of the NPR. Ag a first step, the administration created the Na-
tional Partnership Council to help set g eourse in Foderal labor.
management relations as a first step. ‘

What will be your rofe in varrying that oui? We have bean = little
eritical of GPM for not getting this civil service reform in to us fast-
er. We thought it was geing to be here some time ago. What would

- he the budgetary impact of this on Federal workers, 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 I 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 agen
managers and representatives of the unions. As 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. 1 agree that the legislation hasn’t come forward quite as
fast as it might. This administration has had a lot on its plate and
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.-1 will
certainly be heavily involved in that process, )

Chairman 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, - .

Ingearly 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 foerce 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 of the workforce is lagging behind.

We deliberately wrote the buyout bill and approved it in order
to correct the skewed GS 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 1-to-12 or 1-te-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 G5-13',
14’s and 15’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 t%ne most effective way. Now, thanks to this
Committee, I believe the restructuring was written in a way that -
means that you ean't offer buyouts unless you are reducing the do-
mestic agency workforce along a certain path. The problem is how
to 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 work-
ing on that problem right now. - -

Chairman 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 BENNETT. Thank you, Mr. Chairman. .
- I will get in touch with you to see if we can continue this dialog.
. Ms._ RIVLIN. Good. : . -

Senator BENNETT. 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. g .

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 semeone falking about the days in the Bush White
House when no one ever got fired. They just 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 L.believe he did that in terms
of number of positions that were posted for the White House. 1
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 ameount 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. B



80

Wa didn’t fell them we have fo eliminate s0 many positions. We
didet toll them we have to not buy se many—we said we have o
take $300,000 a month eut of the overhead. A week laler, we con-
vened and they all said, well, we are going to do this, we sre guing
to do that, It was different in esch department.

We pgot through, added it ail up on the white board; and said,
congratulations, you have taken ont §180,000. Meeting adjourned.
We will reconvene in a week and you have got to dounhle what you
have just told us you can do. We took £300,600 a month out of our
overhoesd in about 80 days, and 1 still don’t know how we did it
1 was the CEC—because they did it and they were given the tar-
get, and they were given the target in dollurs, Some of them did
it through persennel cuts and some of them did it through travel
and entertainment, and s0 on and go forth, ’ ‘

Are we moving in that direction or are we in the trap where we
will say, ves, congratulations, we have sliminated 200,000 employ-
wes, but, the way, sur personnal costs have gone up 5 percent?
Could you comment on that process? |

Ms, %.r&mm. Yes. We are moving in that direction very hard. For
the government as s whole we wmust move in that direction because
the discretionary budget of the Federal Government is fixed and
thers dan’t way that it is going to go up. ¥ mean, the caps are there.

That doesn't mean that every agency will ge down, but as we
look across the government we are asking very hard questions and
forcing the kinds of acticns that you are talking about in taking out
overhead and taking out persomnel. We will look at the White
House budget 33 hard we look at any of the others,

Senater BEnNETT. That is wonderful. | just conclude with this

one comment. When we were having the Whitewatler hearings, Sen-

ator Riegle sald to one panel, who are these puys and who is the
. tep dog. And H furned out these guys were members of the office
of the rounsel to the President, and mavhe vears go by real rapidly,
but 1 remember when there was one counsel v the President and
he acted as the President’s personal attorney and snything else the
President needed to know legally he got dut of the Justice Depart-
ment. That was in an adminstration 1o which I served.

1 asked these people, how many of you are there, and they sat

down and thoughi, well, now, wait & minute, and finally they said, |

well, there is the counsel, there is the deputy counsel, there are
seven assoviates counsels, and then there are five stafl attorneys,
plus an anknown number of detailees. 1 don't think the legal bur-

den has grown all that much from the administration in which -
served until now because 1 am not that old, and I would hope we

would look at this proliferation.
Thenk vou, Mr. Chairman, -
Chairman GLENN, Thank you. - -
Last September in o hearing-before this Commiittee, you an-

nounced the formation of the Federal Facilities Policy Group to de—

-velep strategy for addvessing the Federal Government's wasle man-

agement and envirpamentsl cleanup responsibilities. 1 am inter.
ested in your comment on how that greup has been working out,
how it has gone, and then I will follow up with anether one if you
want to make a comment on that frst. .

P RET
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Ms., Rvim, I have chaired that group jointly with Katis
McGinty, who heads the Officé of Environmental Policy, and en it
are represented the major agencies with ¢leanup problems; that is,
Enerigy and Defense, but also Interior, Agricullure, and NASA,

it has been, 1 think, a very useful experience. We have spent
quile a long time working intensively to understend how big the
problem is, how it differs from agency to agency, and what the
mechanisms for setting priorities for cleanup actually are within
the agencies, We are now at the moment of faying out options for
where we go from here, There is an options paper in drafl which
we will be sharing with the various people inveived, including the
so-eailed stake}mlsem, There are a large number of people with in-
torests in this problem.

The paper will be 8 subject of discussion, I hope, with the Con-
gress. We have inciuded Congressional stafl and ﬁ&i& several meet-
ings with them. We have alse met with reproseniatives of Btate
and local government, tribal leaders, industry, contraciors and a .
large group of people. S0 we will vet this paper, gt more comments
on if, and then try 1o come up with a s2t of policies that we ean
discuss with the Congrass.

Chatrman GLENN, ﬁwa been concerned also about government
budgeting. I know the Fressures you are under, but some of these
problems are long-haul problems that we have to address on a
year-by-year bagis, and it is going to go on for a eouple of decades,

at least. )

I am talking sbout our Department of Energy cleanup and the

whole nuclear weapons thing. This started back in 1985, The peo-
ple at Fernald in Ohio wanted me to come out. They had problems
there. 1 went out. | didn’t know how valid it was and 1 found out
that their concerns were very valid. We did GAD studies then ¢of
all the other spois in the whole nuclear weapons complex all vver
the country, some 11 States avd 17 different major sites.
_ Cleanup had been put away ai that time. The Rudsians are com-
ing; we have gol o produce, What are you geing to do with the
waste? Putl it out behind the plant. Well, then we got louking into
it and I have a series of GAO studies probably two feet high; [
g?ess, 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 billion. Now,. the latest GAO estimate is $300
billion, if we can fl-‘:Tgura out how to do some of it, and over a 20-
to 30-year. period. Now, this has to come out even optimistically at

. somewhere between $8 to $10 billion per year.

Ms. Biviit That is right. That is abeut what we are spending
now. - : ‘ '

Chairman GLENN. We were a little below that last year, I think.
I think we were at, what, $6.5 @0 $6 76-hillion? -~

Mau, RivLin. For Energy alone, right, . '

Chairman GLENN. Something like that, 1 think. So ! am con-
cerned about that and how we take care of these long-ferm items
that are poing to fake years and are going to require a year-by-year
effort, and they are tough and they eat up a lot of the budget. I
just make that more as 2 statement than anything else. I hope yvou
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can lock at that with {aver because it is not going to §§t chea
as we.go along and it is something that does have to done
cause it is o dapger in our communities. -

One other thing, Yesterday, we called off health care for the.

yoar. George Mitehell made the announcement on that. Yst, some
of our forecasts have been that the Federal budget now has about
17 percent of the buci%gi going to healih care, and hy 2003, about
8.5 yesrs from now, that iz forecast to be 24 percent, almost a
fourth of the Federal budget, : _
. Of pur GNP, we are just approaching 15 percent now, and by the
vear 2000, just § years from now, we are supposed to be at around
90 percent. That is not directly related to the Federal budget, but
are you- looking at any particular areas to change owr policy on,
since we are apparently just going to go along this track of lelting
it go up at least for annther year? Maybe we will address if 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 percent of the Federal
budget up to 24 percent. :

Ms. RIVLIN, Yog, it 5.

Chairman Grex, Do you have any comuments on how we are
going to control that?
- Ms. Rivir. Well, those are some of the reasgas why the Clinton
administration focused national attention on health care reform,
partly because Federal spending was rising so rapidly and it is
mostly Medicare and Medicaid spending. That spending has been
subject to very stringent cost conirels, but the result has been

largely to shift the costs from the Federal sector to the privete see.

tor. So it was our feelixég you couldn't really do much about the
Medicare-Medicaid spendi
_the rate of growth of national health spending. -

At this moment, I can only say we will come back to thsi prob.
lem. The Pregident said i himself yesterday. The Congress worked
very hard on health reform this year, but didn't get there. That
ma%r not be tov surprising. It is & very complicated problem. We
will come back with other preposals and we look forward to work-
ing With you on them. :

airman GLENN. I am not as pessimistic as some people in this
area. | think the enormity of the problem with health carg—you al-
most can't get your arms around it; it is such a big problem. 1 per-
sonally am complimentary to the President for keeping attention on
this, and 1 think much of the health care industry s starting o
move because of this even though we haven’t passed legislation. So

there are some good things that bave come out of this even though

we didn’t get the whole thing through.

Just one other question. This Committes also has jurisdiction
with regard io the District of Columbia, and 1 know we are oot
going to get involved in the Joeal race right now. But in 1990, you
sorved as Chair of the Cemmission on Budget and Financial Prior-
ities of the District. It was known as the Rivlin Commission, a5 a
matter of fact. GAG has conducted an awdit of the District’s §-
nances and suggests there are going to be very significant shert-
falls in Digtrict revenue this year, and the cul-years also.

I would ask for your comments on this, in general, Huve the
major recommendations of the Riviin Commission report been car

ng until you hed a system for reducing .

T T T e T
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ried out? Would you comment on what priorities you think they.
should have, and is your study still valid as a blueprint for then
o follow? . . ' - L : s
We are talking abeul other big nai&m;aélpolicies, but we have ju-
risdiction over IJ.C. and you were directly involved with it. We
would appreciate your comments on whether you think those
should be the things they still carry out. ce
~ Ms. Riviin, The District has implemented quite a number of the
recommendations of the commission, bui they still have & major
problem, They reaily have s whole bunch of problems, but two that
stand cut. One is that it is a government with a } nomber of
employees. They have the same kind of downsizi ructurin,
challenge that many governments have, but it is particularly dif
ficult in the District. I think they have not addressed that problem
as strongly as they might have. It was highlighted in ovur 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 io 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. 1 think there
are certaindy recommendations wo muads that are still velid, but a
riew look at the situskion is probably in order.

. Chadrman GLENN. Well, do vou know of anything that you ree-
emmended that yvou think is out of date specifically and should net
be done now? '

Ms. Rivign, No, [ don't.

Chairman GLENN. OK, good.

Any last comments?

Senator BENNETE. T will just, on your last comment, echo your
ﬁmifie for the President, Mr. Chalrma, in the bealth care isgue of -
keeping it in the forefront of the nalional consciousness. I have

"done that throughout the debate even as | have disagreed with the

specific proposals that have been made in the President’s name,

© many of which I think are very ill-advised.

At lenst for this Senater, I too um committed to doing something
significant in the Congress ahead because I agree that 3t i8 & major
national problem and cannet be swept under the for a whole
geries of reasons, only one of which 18 the one you have outlined

_ here,

Se as one whe disagreed with the President snd does not mourn

the death of his proposal, [ nonetheless join with the Chairman in

salating him for his leadership and courage in keeping it where it
fs, and pledge te go to work on it again nexi year.

Chairman GLENN. One of our optiops, as [ see it, uniess sume-
thing drastically changes in the health care industry, is not to do
nothing besause this thing is going.up 6o fast. It is going to eat us
alive it we are not careful, so we have to do something, Whether
we agree with the President or George Mitchell's fallback plan, or
Gephardt, or somebedy, I think at {east we have illuminated the’
problem this vear, and so I hope we can come back with some
sgreement next year and get going on it. .

Well, T would just summarize our whole hearing fhis morning.
here gy sa;,anﬁ we fre very appreciative of your efforts that you
have already been putting forward at OMB, | de 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 put things in like the CFO Act, the
1G Act, the FMFIA, the procurement bill, and others such as Sen-
ator Roth's bill, that T think give vou the tools.

T don’t know what else you néed in your tool kit over there to

really put some efficiency in government. It is going to take a long
time. \g& know that, but you are key to this whole thing, absolutely
key. If vour office isn’t managing this, it doesn't %‘ i managed.

Se 1 appreciate your ceming back. I dido’t think we really needed
to have ansther confirmation hearing, since you had been here just
last year, but ¥ puess we have gotten into a lot of things here today
and I am glad we did. :

Mg, RBivon. 1 am, too. .

{hairraan GLENN. S we appreciate your forthrightness on thia.

Senator Pryor wanted me te note that he wanis to submit a

question in writing on OMB's rele in GATT and in agricultural pol-
iey. We, as always, will have a policy of keeping the record open
s that additional written guestions can he submitted to youn, and
we would appreciate your prompl attention so they can be included
in our Commities record. )

Ms, Revimy. Thank you, Mr. Chairman. [ appreciate this oppor-
tunity and I look forward o working with you en these things
about which we all care. :

Chairman GLeENN. And you can look forward to your lunch with
Senator Bennett. :

Thank you. e

{Whereupon, at 11:58 aom,, the Commitiee was adjpurned.}.

APPENDIX

Quiestions e Serator Gleun

In your Avgnst 35, 1994, mems to sgency hesds regeeding Steeamiining Mans, yon
Qisenss The gou) of the Natlonal Performanrte Review (INFR) to decrense haadiquartery
pernonnet by S0 over the nerd five yesrs. The altachimendt to thet meate {revised
Attachment I3 Hsts seversl crisgories of siaff, presomehly to be cut, e.g., personned
specialists, budget specialists, weguidtion specisiists, and acvountants & auditors.
Koowigg of my concers, pretienlnrly, for the feactions of the Inspeciors Genernl, aond |
the nted to Improve Feders] (insocisl mansgensent: .

A, Piease weplaln OMB's position regarding reductions is the personne! estegories
Hsted in Alachment .

Our gosd is 0 seo that, within the saatory cedlings, agency FTE lovels arc aligned
with program reguirerments and antivipated Bmding levels, FTEs should be treated the same
wiiy piher rescurees s weaied in the budges provess,  The NPR posls (0g., 0%
hesdguaners functions redoction) shoul) be treated 2 redunable presumptions, Le., if the
aprney b ool gweting those targes, 3t should provide & compeliing srgument about what it 12
dolng insead tu sirestine aad impoove progrem performmance. .

B, Fleare doseribe any guidance Ma;mi for OME Budpet examiners, & wel as
suy for spency officlale, thet seplain how to epply the general perganinel reductions
et Lo specific peesotned eatepories.

Examiners a3 woll 82 e spencies reosivad the sttsched “Update o OMB-Wide-

. Dindogae” which describes ou review of siresmiining plens and performance mersureoient
during the FY 1996 Badaet provess,

¢, Mare generally, please explain how OMB will ensure that the NER staff
redoction susmiaie will 60t reselt tn Sainished speacy masmgement andiof 1G eapaciy,

Our guidance 1 exeminers specifinally acked them 1 1o be mindful of diminithed
ageacy manEgeetet eadir 10 capacity, asking Gem w0 consider:
" *Whar docs the plan s4¥ shout the bse of management processes and 1e3ources i
wchitving ¢ more straamlined 2ad effective operation? In particular, docs it say anything
abeurt the role of financial mamagenent v O agency inspector peneral?™ *

H

b Bos teen (b} in Dudyee Diaes Rogucst No. 34-10%, Tuly 18, 1994, o6 page 14 of fin "Upduin
o OMB-Wide Dislopus.* - B
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We believe that an appropriate statutory base needs to be put in place in order to effect
government-wide reform relating pay to performance.  Ax I have previously mentionsd, we
intend to work with you and your staff, ag well as employees and organizations representing
Federal employees, in order to easure that these reforms come to friition. However, 1
would also add that communication — both as to expectations and necessary outcomes — witl
be essential in making such a program work within the Federal work force. This type of
cultural change will require substantial effort to be sueceasful. Fortunatsly, I believe that
most Federal employees recognize the need for change.

BUDGET & DEFICIT

1. Will the Administration propese an menslon of the discretionary spending cnps
through the year 2000 and beyond?

The Clinton Administration’s FY 1996 Budget will meet the requirements of the Budget
Enforcement Act of 1990, as amended in 1993, including the discretionary caps established
by the Act through FY 1998, The Administration’s budget wilt also pmpou to extend the

wpslhrwghFYmOO

2. Wikl the Adml.nistmtinn endorse and fight for any budget process reform
measutes, such as the bill I joined n sponsoring, the Commoen Cents Budget Reform
" Act of 1994 which includes lour critical reforms to curb federnl spending?

The Administration iy currently in the process of formulating the 1996 budget and therefore
has not made any final decisions on budget process measures to propose or endorse in the
next session of Congress. As you know, in the 1995 budget the President supported budget
process reform initiatives, such as enhanced rescisson authority biennial budgeting, reform
of retirement cost accounting and simplification of the investment of balances held in
government accounts. On baseline budgeting, the Administration supported the Spratt Full
Budget Disclosure proposal in the last session of Congress. The Administration will continne
to support sensible budget process reform in the 104th Congress.

3. In 1993 the Administration made much of its decislon to shorten the maturity
stucture of the public debt. However, doesn’t the sharp rise in interest rates since 1993
sugpest that this poliey corld increase interest costs over the long run?

The Treasury decision to finance the debt using a larger proportion of shorter maturities wiil -

reduce the long-term interest costs, The long-term savings arises from the persistent 2-4

percentage point difference between short- and long-term rates. ‘While the amount of savings -

will vary among economic forecasts, savings are always positive over any period of several

Using a larger proportion of shorter maturities also increases the sensitivity of interest costs
to fluctuations in shorn-term interest rates. Depending on the direction of interest rate trends,
the added sensitivity to interest rates can raise or lower estimates of interest costs. Recently,

-
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revised forecasts have tended to mise the estimates of interest costs due to higher short-term
rates. However, such fluctuations do not negate the long-term savings. .

Fl



60

. Cuestions from Senstor Pryor
T 1. What de oo tee DMB's role to be fn trade and agricuitersl poliey?

COMB"s rofe in trede and sgricuiture! policy sims 2 ensure (e the President’s priodtios are
pursind pnd reeoneiied with competing denmnds for budpe sesomroms.  In preparation for the
GATT buplomensing legidation earticr this year, OME worknd with USDA, USTR and other
uw&&m@ﬁgxxwk&ceimmfmmmyw that woudd mainiain the
sivenzth of Amerosn sgricgiturs during e peripd of JATY bmplemenution, 'The jouer -
WWMMMewCMMS@W%WGwamm
foresing, u veaBistie aod effectve paciage.

2. iiwmmmwmkuwrmmb&‘mé@a"ttxawm:’ww
progrs mnd Dinding—which gre aimed &t helping u¥ remsls corapetiitve in the
imterastional merketplaes?

mmmwwim that the compefitivensss of 119, mzmwmm
depend foty il less o costdy Federal programs and funding. That iy past of the reason for
GATTE, w retuse wade-divoriing activities, such ke public subiding for exponts. The
Administraton intends 10 continue opposing trade: bariers to UL.5. axponts, and G encourage.
1.8, produsers to self i internationat markets. Morsover, the Administration bay sanounced
its commitment to increaxed funding for these FATT-permissible activites during the period
of GALT implementation.

3. In Bgbt of the fact that current fam pmgmm uecount for less thao one percent

of the tota! federad budget and have been declining, &5 OMB Director, wonld you
prapoese further reductions to these ?ltni agcicultural programs o the FY 1906 budget?

Cummodity Credit Cotpocation: {COT) outlays have decliied greatly from ikt historic bgh
puint in FY 1986, primacily because the 115, has boen in 8 period of refative bigher
commodity prices.  While USDA projects higher prives in the future, the conditions that led
o Bigh outiays in past yeurs covld recur,  festification for ferm wubsidier shnld not regt on
whwihier those sobsidies zre & small or declining peveent of Fodom! ouflays. 1 should inttoad
dopend on poilcy reviews of the benefits being achieved by the spending, wd for wioun, and
sompared fo what altomative programs.  The Adminfstration intemds o sk kuth quoations
contrupily of 83 wanding, not dmply of COC outhys.
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IBETIONE POR THE RECORD TROM SBENATOR LIERERMAN .
COMFLHMALLION 4% ALICH REIVLIF TO BE OMR DIRECTOR

Thara hxva been 8 punber of csensions whan thsy Dudget side of
CHE hss Soveloped or promoted lsformatice soliestions ww
reveuae reisers witboud esssuliing with tha Office of
Informetion aud Beguistory Affairs {OCIRR}. Toa
Hatiosre/Medieald Data BAnK i = cwcent axanmple yders Lhe
information bDurden would nel pass nostar undar the Faperwnek
Hdustion Aut, Pubt thers was ho consnltstiosn pricr tu
subsitbing the initiative. ¥Wont will you 49 to sne thay
futermation vollestions uses to raiss revenus avé oldured by
the Administrutoyr of OIRKRY

Answar:  As 2 matter of practice, OIRA is invelved when
information wellestions te ralse revaenues ave developed by the
Administration, As you knew, the Administrator of QIRA,
speaking for the Aduinistration, expressed her cuncerns shout
the reportisg burden of the Medicare/Medicaid data bankx. In
recognition of these concerns, the Administration subsitted
legislation €o postpons the data bank implementation and to
#Llow Lime to conslder alternative approuches to collect the
inforsation needed for coordination of health pare benefits.
The DIRA Adninistrator will continue to be involved whensver
the adunlnistration develops or reviews inforuastion collecticns
to ralse revenves or for any other purpose.

The office of the Cbler Btatistician within QIRA has a brosd
and abundant nandate and a very small staff ta carpy out thase
vespanainiiities, Witk the merger of thes Mansgemspt and
pudgelt sides of OMH what 2 the possibility uf expanding the
ata2? of the Chief HStetistician?

Armwer:  In view of the broad and fundsmentally isportant
rasponsibilitics for statistical policy and coordinetion
ansigned by the fongvess to OMB under the Paperwork Resuction

| Aot, we vere tarsful to maintals the current level of

respures for these functions during the racent veorganiratlon
of OMB. To enhance our capabliities to sxegute the
aratisticsl policy and coordination responsibilities, we Bave
vesn capitalizing on the expertise in the Federsl statistiosl
aganeieg Yo work in psrtnersiips on sany of Sur current
prisvities. For esxanplie, to carry out much of the developn
work reisted to the revision of the Standard Industrial *
Clasgitiontion and thoe Standard Gccupationsl Clamsification,.
we have ghartared lnteragency connittees shaired respoctivaely
Yy &&tﬁam&u af Bounosic Analysis and the Buresit af Laboy
stabietlos,
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Whunt are gour views on the oewd for further dslicvit redustion
and few pwaid or whould suzck zeduction be acoomplished?

Anmwey! This Administratlon hss slready accompiisnod a
‘grest deal in the task of deflcit rveduction. The President’s
sconmmic program, pessad by the Congress last year, was
designed to redute the defieli Hy & cunulative $504.8 hillion
over five yesra, However, beostiss this redustion of long-tars
Federal borrowing nesds eassd inflstion feuys in the financial
markets and improved consumer confldence, the economy
responded gos1tivnly‘ and the deficit is now prodected to fall

© belovw isst Year’s baselina by a <umslative five-ypear total of

more thap $5%0 hillion., of course, the progran ohanges
anacted last year will sonbinue to provide budget savinge in
Jbhe outyears, and the five-year deficlt reduciisn reduces our
‘sational debt, and hence debt-service coste, in parpatuity,

Bowever, as Lhe President has enphasitesd, the job is kot
yet done. while OMP prajects that the deficit will remain at
a consbant percentage of the CDP over abouh the neaxt ten
vemrs, 1% will) rige in dollar terms: and beyond that Len-yeayp
norizon, the deficit is prajected "t gxnu—fastar than the
ECOTONY .

The ma&in catise of this deficit qrowth is the growth of
the Federal Gowvermnment’sa health dare costs -— primarily for
Hedlesre and Medicaid., In Zacy, If allowead to go uncheokms,
these toste are projected to grow so rapidly that ultinately
thay wild drive the deficit upward ro matter what else we do
Lo tyy e put our fiscal house dn order. -

Therefore, Lo deal with the delicit probliem that we wilil
face ag we onter the pext century, we must control the rate of
growth af hesith carce cosbs. The Pregident has taken that
iccue on. X% i¢ essentianl that we follow through on that
injriativae, because the langer we walf, Lhe more accumiliabed
debt we mast carey, and the pore padinful change our
institutions nust endure to achleve the necesmary savings.

¥ikh rogard o the Department of Dafsnse: .

There iz grewing concars that the Depericent of Defunns is
unttarfundsd to such a Asgres that the Doepartoesnt 4% now
preparing to asorifics 8l or most of $ts critieal
sodertizsation program= in arder to caintaln gquality of iids
and resdinsaa for the militapy forces, &0 Mugust 18, 1994
woporatdun by the Deputy fecpetary of Defenine bas called on
tha wilitery servicssa for plans $o halt or delsy wirtually =i
of O medsrpigstion progress, 4Siven that pawy of theas

programs srs oritical for lozg-teywm natiomaxl seguricy, dces

..

[r——
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‘Girected pay ralses &m in tho renge of $36 billion v H4p
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Lhe aaministratian pian to, 1&&:&0 fonds ko savodd such psuqrau
tarninations and delnya? " Wonld you commesnt an Lhe T2

Eduinistrationss long«tern pliay 3w eansure- :u»#&nq £a= an
wdaguate &af«nkt qt thiﬁ annzxry;-< T - e

. -

-
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DOD Complrallar Juhn xaaxn LT ¥ 1nﬁi¢a£u¢ that the a&r:aﬁt
sbors®ail In DOD funding dus to infiation apd conqxwaxienally-

ta

kiiiion. Other eatimates, loviuding one fiom Lthe A0 which
oofs dlsputes, put the shortfall in the range oFf 3258 Biltion
aver the S5-—yeéayr period of the Pulura Years Dafenss Mlan -
$PYDR) . What are your estimstes of the sborifalls withis the
oD budget and how do you proposw sarrecting bhem? |

bo you belisve thut as Girschtor of (MR you onst share the
responaibility of the Secreatary of Dufense in defining snd
tunding adoquabe levels of defanse fundiog =o Thalt our
naticnal security can be masintained both today and in the nsxt
aEBtury? - Haw do gou antinipate earryinq ot thezs

"paspohsibilitios?

Are you prepared to spesk @at whan ynv suy delenge budgsts
which put at pisk the foturs eiabilizy and effectivensszs of
our piliisry foreas? Wil yvou work soiossiy with bthe Sscretary
of Defange to snsure st our seeurity is not degraded as a
resuls wf inateguate fundling? .

Answer: ihe President is committed to 'the principle that
our militery forves must be the best eguipped, ths best
troined and the best prepaved in the worid., Sy doing so, the
Proasigest saintains his comwitnent to sopporbting the forom
shructure daporibed in the Bottow-Hp Bewiew. 1 cap assura wou
that the defense budget lavels projscted For ¥Y 1886-19%9 wlil
pruvide for these forces &t 2 high level of resdinsass. The
budget will slso provide adequate funding for sssential
modernization and development programs.

It {2 sstrrect that detsiled progrsw costs estimstes in
the BPY 3130&~31%8¢9 Future Yesr s Dafenss -Progran (FYDB) of
Fabroary 1994 exceeded the fanding levels projected in the
Proasigent’s budget, That d{FEarence — mbout' $20 biliion,
resuifed from ipfistion sstimatesn for 1994 amd Beyond that
wara higher than those projected in Pebruary 1%%) when the
iong-range DOO estimstes were developed. Last yeay, the
President opted not (o budget for this proiscted multiyesr
inflation Lill which pay orx may nod Cowe fus. Hocently

Jenacted FY 1985 military snd clvilian pay-vaises higher than

projected in the FY 195% budget, would sdd sn additionsi $4
biilian to DO PYDP costs. . .
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