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LEGISLATIVE BRANCH APPROPRIATIONS FOR
FISCAL YEAR 2001

TUESDAY, FEBRUARY 8, 2000

U.S. SENATE,
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS,
Washington, DC.

The subcommittee met at 9:36 a.m., in room SD-116, Dirksen
Senate Office Building, Hon. Robert F. Bennett (chairman) pre-
siding.

Present: Senators Bennett and Feinstein.

JOINT ECONOMIC COMMITTEE
STATEMENT OF JIM SAXTON, VICE CHAIRMAN
OPENING STATEMENT OF SENATOR ROBERT BENNETT

Senator BENNETT. The hearing will come to order. This is the
first in a series of four hearings that the subcommittee will hold
on fiscal year 2001 budget requests. We are doing our best to com-
ply with the desire of the leadership here in the Senate, both the
committee leadership in the form of Senator Stevens and the Sen-
ate leadership in the form of Senator Lott, to see to it that we get
the appropriations process done as rapidly as possible this year,
and more rapidly than we have done in the years gone past.

So our next hearings will be February 22 and February 29. And
our final hearing, we hope, will be on the 7th of March.

And today we will hear testimony from two agency budgets, the
Joint Economic Committee and the Congressional Budget Office.
And our first witness, whom we welcome very warmly, Congress-
man Jim Saxton, who is the vice chairman of the Joint Economic
Committee and, all going well, the chairman during the time this
particular budget will be in place.

So I am a member of that committee and appreciated working
with Mr. Saxton. He has been chairman of that committee and now
is the vice chairman.

From that perspective, Mr. Saxton, I look forward to your testi-
mony. We understand you have requested $3,315,000, which is a
3.6-percent increase over last year. That is to cover staff COLAs.
And before we hear from you, I want to extend formal congratula-
tions to the JEC on being designated one of the top three House
websites by the nonpartisan congressional management fund. I pay
attention to things like that. I wish I could get my website up to
that standard. But we will be having conversations with my staff.

Thank you for coming, and we look forward to your testimony.
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Mr. SAXTON. Well, Mr. Chairman, thank you very much for hold-
ing this hearing this morning. Let me return the kudos to you, be-
cause I remember, about 1 year ago having been here and having
you raising the issue of Y2K well in advance of the turn of the cen-
tury. Subsequent to that, you became the chairman of a special
committee or task force to take care of Y2K. And the first year
went by without a glitch. So congratulations on a job well done.

Senator BENNETT. Thank you. Let me just interject. It went by
without some reported glitches. We now know there was a fairly
widespread number of problems around the world, which other gov-
ernments, for their own reasons, decided not to tell anybody about,
because they did not want to be embarrassed.

Mr. SAXTON. Mr. Chairman, thank you. I have a written state-
ment which I would like to ask be included in the record.

Senator BENNETT. Without objection, it will be included.

FISCAL YEAR 2001 BUDGET REQUEST AND COMMITTEE RESEARCH

Mr. SAXTON. And I have with me today our chief economist,
Chris Frenze. He is actually the chief economist to the vice chair-
man.

And also, Howard Rosen is with us from the minority staff. We
are pleased to be here to speak as a bipartisan team.

Mr. Chairman and members of the subcommittee, it is a pleasure
to be here once again to express my strong support for the fiscal
year 2001 budget request of the Joint Economic Committee, as set
forth, of course, by this year’s chairman, Senator Mack.

As you know, the JEC is essentially Congress’ own in-house
think tank. We examine a wide variety of economic and related
issues. This budget request will support the JEC’s focus on quality
research and economic analysis required by Congress and the pub-
lic. The committee’s research is widely cited. And as you men-
tioned, our website has been given a top rating by the Congres-
sional Management Foundation.

Committee research covers a broad array of fiscal, monetary and
international economic issues. One case in point that I might like
to mention is the research and analysis that we have done on Fed-
eral Reserve policy over the last several years. This policy has fo-
cused on keeping inflation in check, and subsequently has resulted
in relatively low interest rates. And so we have been pleased to be
able to do research and pass along that information to Members of
the House and the Senate and the public who are interested.

We also have spent a fair amount of time in examining the Inter-
national Monetary Fund, how it operates, the cloak of secrecy that
the IMF seems to keep itself shrouded in, and issues that have to
do with the effects of IMF policy around the world. Mr. Frenze and
I were part of a codel last year that went to Russia to examine in
some detail the IMF policies and their effect or lack of effect on the
Russian economy, and have subsequently made some recommenda-
tions about how IMF policy in our opinion ought to be changed.

Most recently, we have spent the last couple of days reviewing
oil prices in the northeast, and the resulting economic problems. As
I was saying to you before the hearing started, Mr. Chairman, just
a few weeks ago, the price of home heating oil was in the neighbor-



3

hood of 80 cents. Today it is around $2. And the reasons for that
are not clear at this point.

As you have mentioned, Mr. Chairman, we have requested a 3.6-
percent increase. And I might just say, by way of history on the
budgetary sides of the JEC, in the early 1990s, in fact in 1992, our
budget then was just over ‘$‘4 million. By 1995, because of cost sav-
ing efforts, our budget was shrunk to about $2.75 million. And so
we are in the year 2000 just over $3 million and have requested
no increase except for a cost-of-living adjustment for our staff.

PREPARED STATEMENT

So with that, Mr. Chairman, if you have any questions, I will be
more than happy to try to respond.

Senator BENNETT. Thank you very much.

[The statement follows:]

PREPARED STATEMENT OF HON. JIM SAXTON

Mr. Chairman and Members of the Subcommittee, it is a pleasure once again to
express my strong support for the fiscal year 2001 budget request of the Joint Eco-
nomic Committee (JEC).

As you know, the JEC is essentially Congress’ own in-house think-tank examining
a wide variety of economic and related issues. This budget request will support the
JEC’s focus on quality research and economic analysis required by Congress and the
public. The Committee’s research is widely cited, and our website has been rated
one of the top three committee websites on Capitol Hill by the nonpartisan Congres-
sional Management Foundation. Committee research covers a broad array of fiscal,
monetary, and international economic issues.

A case in point is our intensive examination of Federal Reserve monetary policy
over the last three years. Through hearings with Chairman Greenspan, and a series
of research papers, the Committee analyzed the specific content of the most success-
ful monetary policy in U.S. history. Our research concluded that Federal Reserve
policy in recent years has essentially been one of informal inflation targeting. In our
hearings Chairman Greenspan has agreed that informal inflation targeting is the
essence of his Federal Reserve policy.

Since this monetary policy has proved so effective and beneficial to our economy,
it is important to provide Congress with an explanation of inflation targeting and
how it works. I also believe it would be beneficial to set more formal inflation tar-
gets and institutionalize this procedure so it is not dependent upon individual per-
sonalities.

Inflation targets are ranges setting permissible changes in some broad price
index. For example, one might choose to set a formal inflation target of 0 to 2 per-
cent. Monetary policy is then geared to achieve this inflation target over the des-
ignated time frame. As documented in JEC research papers, many other nations
have adopted inflation targeting, and the results have been very positive. Our re-
search has also explained how inflation targets can be achieved through use of for-
ward-looking price indicators that reflect signs of potential future inflation.

Another focus of the JEC has been the two-year research program on the Inter-
national Monetary Fund (IMF). The IMF plays an important role in international
economics and finance, but its own financial operations and policy actions had not
been transparently presented to policymakers and the public. The JEC review of
IMF operations raised a number of important questions about the IMF that could
not be answered by public documents. Thus we began to raise the issue of the lack
of IMF transparency.

Our research had permitted us to draw a number of conclusions about IMF oper-
ations, but many of these could not be confirmed through publicly available informa-
tion. The Committee’s research repeatedly was hampered by a lack of IMF trans-
parency that veiled detailed financial information. With the assistance of the Gen-
eral Accounting Office, the JEC was able to gain access to this information and
make it readily available through public hearings. We now know that the U.S. pro-
vides over one quarter of the IMF’s usable funds, that the G-10 account for 77 per-
cent of these funds, and that most IMF members provide little if any of these funds.
Whe hzillve also found that the IMF interest subsidies are even greater than was first
thought.
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Our research has found that the IMF has gone far afield in making loans for a
wide variety of development and structural purposes unrelated to the appropriate
functions of the IMF. These loans are made to borrowers at extremely low interest
rates considering the tasks involved. For example, the IMF is lending to Russia and
Indonesia at interest rates below the cost of credit to the U.S. government. This
doesn’t make any economic or financial sense. By the way, these Russian and Indo-
nesian loans account for one third of the credit extended by the IMF.

Several policy implications follow from our research as well as the recent research
of others. The IMF should focus on crisis lending only, it should discontinue longer-
term development lending, and the pervasive interest rate subsidies should be dis-
continued. In other words, the IMF should make only short-term loans in economic
emergencies at market interest rates. This was the idea behind legislation offered
in 1998 that would have mandated use of market interest rates by the IMF. Al-
though its application was narrowed to apply only to some IMF loans, a version of
this legislation has become law. Further reforms related to the IMF became law in
1999. Moreover, last month Secretary Summers made an important speech in which
he argued that the IMF interest rates were too low, and that the IMF should focus
on emergency lending.

It is my hope that the emerging consensus on IMF reform will lead to a broad-
ening of the 1998 legislation curbing IMF interest subsidies. This 1998 legislation,
based on JEC research, has not been fully implemented by the IMF, in my opinion.
However, even a partial implementation of reforms leading to reform of IMF inter-
est rates will save billions of taxpayer dollars over time. If the applicability of this
legislation were broadened through future reform efforts, whether through legisla-
tion or consensus within the IMF, further savings would be achieved.

One reason I mention this point is to highlight the tangible results possible from
research in very abstract and difficult areas. Progress has been achieved in improv-
ing the way the IMF has operated, and more reform appears likely. Although the
amount of the resulting savings is hard to precisely determine, they would be suffi-
cient to cover the cost of JEC appropriations many times over.

Thank you for the opportunity to appear before you this morning.

Senator BENNETT. We have been joined by Senator Feinstein.
And let me formally, on this first hearing of the year, welcome Sen-
ator Feinstein and say how delighted I am that she is the ranking
member on this subcommittee. She has been wonderful to work
with in the past year. And I am sure we will have the same kind
of relationship this year.

Senator, we would be happy to have any statement you would
like to make.

Senator FEINSTEIN. Well, thank you very much, Mr. Chairman.
I have been very pleased to be able to work with you. I have found
you just a pleasure to work with and very diligent and a great
chairman of this subcommittee.

If I may, I would like to put my statement in the record.

Senator BENNETT. Without objection.

[The statement follows:]

PREPARED STATEMENT OF SENATOR DIANNE FEINSTEIN

Thank you, Mr. Chairman.

I very much look forward to working again this year with Chairman Bennett in
developing the fiscal year 2001 appropriations bill for the Legislative Branch.

I am pleased to join you, Mr. Chairman, in welcoming our colleague from the
House, Congressman Jim Saxton, who will be presenting testimony during the first
portion of this morning’s hearing as Vice Chairman of the Joint Economic Com-
mittee. And, following that, I also look forward to hearing from our CBO Director,
Mr. Crippen.

Mr. Chairman, since this is our first subcommittee hearing on the Senate side,
I would ask that I be allowed this morning just a few extra moments for my per-
sonal comments before we get underway.

I would like to say that it has been such a pleasure to serve with you, Mr. Chair-
man, on the Legislative Branch Appropriations Subcommittee, and I very much look
forward to continuing our work this year to craft a funding bill for fiscal year 2001:
which sufficiently addresses the needs and concerns of this branch of government
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which is responsible for writing the laws of our land, which endeavors to preserve
some of the historic treasures associated with the Congress and our Nation’s Cap-
itol, as well as the Library of Congress; and which provides realistic funding for the
various support offices of the Congress, upon whom we depend so much for our re-
search and statistical data, investigative reports, and comprehensive budget anal-
yses that help us as legislators to make the best choices for our citizens; as well
as those whom we rely upon for our printing requirements, documents control, fa-
cilities management and security.

Mr. Chairman, thank you for allowing me these few extra moments to extend my
comments. I look forward to hearing the testimony of our two panelists this morn-
ing.

Senator FEINSTEIN. And, I do have a question of the Congress-
man. Is this the appropriate time?

Senator BENNETT. Surely. Go ahead.

Senator FEINSTEIN. Good morning.

Mr. SaxToN. Hi.

Senator FEINSTEIN. Why is this effort even necessary? I mean,
why is it not redundant or duplicative of things that are already,
or could be done, say, by CRS?

Mr. SAXTON. The fact of the matter is that the Joint Economic
Committee is Congress’ own think tank, as I indicated early in my
testimony. We have the luxury, if you will, of concentrating on
issues that can be dealt with in a fashion that permits us to do in-
depth research. For example, there has been a lot of discussion
among Members of Congress about the IMF. And I would like to
say that much of the basis of that discussion was research that was
done by the Joint Economic Committee.

When we started to research the International Monetary Fund
2% or 3 years ago, very few people in Congress knew how the IMF
operated. I remember the President not too long ago giving one of
his Saturday speeches or addresses to the country about the IMF.
And he started out by saying, “I'd like to talk to you about the
IMF, and it’s not a bowling machine.”

We have been able to shed a great deal of light on the IMF. The
understanding that exists today in both Houses of Congress to a
large extent is a result of JEC studies and reports on the IMF: how
it operates, its policies, and its effect, or lack thereof, positive or
negative, on many economies around the world.

The same is true in understanding Fed monetary policy. When
we began to look at fed monetary policy, we found that inflation
was used as a target, and the control of inflation did a great deal
to stabilize our economy and help it grow.

And we have issued a number of reports on inflation targeting
and other monetary issues. Not unlike the IMF, the institutional
knowledge that exists today in the Congress on inflation targeting
came to some extent, I would like to think to a large extent, from
the Joint Economic Committee.

And those, among other issues, are things that I think we have
done that are very important.

Senator FEINSTEIN. Let me just say something with great re-
spect. I have never received a report. I have been here 7 years. I
did not even know the committee did this report before today. And,
if it does great things, it sure keeps it to itself.

I mean, I will be very candid with you. I do not know why we
need a Joint Economic Committee. If I want to learn about the
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IMF, it would not occur to me to go here. I mean, there are think
tanks all over Washington. Why do we need our own think tank?
Mr. SAXTON. Well, let me say that we will be more than happy
to share the reports that have been done. On the House side, we
do send them out to each Member of Congress on a periodic basis.
Senator FEINSTEIN. Do we on the Senate side? Are they sent out,
Mr. Chairman?

Senator BENNETT. I am not aware of how that is done, and I am
a member of the Joint Economic Committee. So I had better find
out.

Mr. SAXTON. I am just reminded that the Congressional Manage-
ment Foundation has cited our website, the Joint Economic Com-
mittee website, as one of the three best committee websites on Cap-
itol Hill. This is another way that we have chosen to disseminate
the information and make it available.

Senator FEINSTEIN. But, have there been reports sent out on the
Senate side?

Mr. SAXTON. I would have to defer to Senator Mack, who is the
full committee chairman.

Senator FEINSTEIN. Thank you very much.

[The information follows:]

LETTER FROM JIM SAXTON

CONGRESS OF THE UNITED STATES,
JOINT EcoNoMIC COMMITTEE,
Washington, DC, March 7, 2000.

Chairman ROBERT F. BENNETT,
Subcommittee on Legislative Branch, Senate Appropriations Committee, S—125, The
Capitol, Washington, DC.

DEAR MR. CHAIRMAN: Thank you for the recent opportunity to testify on the fiscal
2001 appropriation request of the Joint Economic Committee (JEC). After reviewing
the record, it became clear that there were some remaining issues that needed to
be addressed in writing. I would respectfully request that this letter be made part
of the hearing record. In addition, please include the attached research materials
in the printed record if you deem it desirable to do so.

During the hearing, questions were raised by another member of the sub-
committee that suggest some clarification about the functions of the Joint Economic
Committee may be useful. The questions raised the issue of whether JEC research
on the International Monetary Fund (IMF), for example, was really needed since a
member could request a memo on this subject from the Congressional Research
Service (CRS). My response essentially was that JEC research on the IMF, as well
as other topics, permits greater depth and thus provides much more information
than would be possible in even a very fine CRS memo.

My statement was a general one and since this question was unexpected I did not
have full supporting documentation available at that moment. Enclosed please find
the 8 JEC studies, together with printed and bound records of 5 JEC hearings on
the International Monetary Fund (IMF). Additional information is available on our
JEC website, rated one of the top three committee websites on Capitol Hill by the
nonpartisan Congressional Management Foundation. Those who follow issues re-
lated to the IMF are very aware of this JEC research and the effects it has had
on the institution and its reform. This research was the basis of IMF reform legisla-
tion passed by Congress in 1998 and 1999 that will save taxpayers many millions
of dollars over time.

As a former IMF research director recently wrote, “the Fund’s jerry-built struc-
ture of financial provisions has meant that almost nobody outside and, indeed, few
inside, the Fund understand how the organization works * * *” I believe that Con-
gress should understand how the IMF works because of the important financing and
policy making role played by the U.S. Congress has appropriated $50 billion for the
IMF, and thus has a responsibility to know how this money is being used.

The factual record shows that this research program has provided much more
original information on the financial structure and operations of the IMF to Con-
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gress and the public than any other source. I am pleased at the success of this re-
search program given the extremely challenging and difficult subject matter and the
lack of transparency of the IMF. Moreover, in response to this research program,
the IMF has moved towards more disclosure of its finance, and finally has com-
mitted to publicly releasing its budget. These results could not be obtained by a
memo reviewing already existing information.
I hope this letter clarifies some of these issues. Thank you again for the oppor-
tunity to testify.
Sincerely,
JIM SAXTON,
Vice Chairman, Joint Economic Committee.

SELECTED JEC PUBLICATIONS ON THE IMF AND MONETARY POLICY

1. Can IMF Lending Promote Corruption? (December 1999)

2. Research Findings Regarding the Costs of U.S. Participation in the IMF (Octo-
ber 1999)

3. JEC Statements Before the International Financial Institution Advisory Com-
mission (September 9, 1999)

4. IMF Gold Sales in Perspective (August 1999)

5. Transparency and the Financial Structure of the International Monetary Fund
(Hearing, July 21, 1999)

6. Transparency and U.S. Dollar Policy (July 1999)

7. An International Lender of Last Resort, the IMF, and The Federal Reserve
(February 1999)

8. Compendium of Studies on International Economic Issues (December 1998)

9. U.S. Dollar Policy: A Need for Clarification (November 1998)

10. IMF Reform: Proposals to Stabilize the International Financial System (Hear-
ing, October 7, 1998)

11. Financial Crises in Emerging Markets: Incentives and the IMF (August 1998)

12. The Transparency and Financial Structure of the IMF (Hearing, July 23,
1998)

13. The International Monetary Fund and International Economic Policy (Hear-
ing, May 5, 1998)

14. IMF Financing: A Review of the Issues (March 1998)

15. The International Monetary Fund and International Policy (Hearing, February
24, 1998)

16. Transparency and Federal Reserve Policy (November 1997)

17. A Response to Criticisms of Price Stability (September 1997)

18. Establishing Federal Reserve Inflation Goals (April 1997)

19. The Importance of the Federal Reserve (March 1997)

20. Lessons from Inflation Targeting Experience (February 1997)

Senator BENNETT. In this same category, let me comment on
what I think was a significant contribution of the Joint Economic
Committee last year. And I think that because I was involved. That
is always the criteria, I think, that many have used.

We held a high-tech summit where we had Bill Gates and Lou
Gershner and Alan Greenspan and a whole series of high-tech
CEOs come in and discuss with us the impact of high tech on the
economy as a whole. It ran over a 3-day period. And we attracted
enough attention that one of the freshman Members of the House
came over. And I was visiting with him, thanking him for coming.
And he said, “My wife was watching this on television and said to
me, You'd better get over there and be part of that committee, be-
cause this is the best thing that has come out of the Government
in a lot of years.”” So at least one Congressman’s wife responded
very favorably to it.

I think, Senator Feinstein, your point is well taken in that there
are other venues in which some of this work could be done. And
Senator Mack and I looked at that very carefully when he was the
chairman of the subcommittee. And he has been chairman of a sub-
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committee of the Banking Committee that covers many of the
issues that the Joint Economic Committee looks at.

And an argument could be made. There is duplication, for exam-
ple, in Alan Greenspan’s appearance before this committee, which
is mandated by law. The chairman of the Fed must make an an-
nual report to the Joint Economic Committee. He is also required
to make an annual report to the Banking Committee. So as a mem-
ber of the Banking Committee and a member of the JEC, I get to
hear him twice. It is good for me. I am beginning to break the code.
After 7 years I am beginning to feel that I can understand Alan
Greenspan.

But the decision of the Congress in 1995 was to continue the
Joint Economic Committee rather than assume that these functions
could be done other ways. It was a relatively close call with a num-
ber of members urging that the JEC be done away with. But the
decision was made, and it has gone forward. And I must say that
under the chairmanship of Congressman Saxton and then Senator
Mack, and they alternate each Congress, the JEC, since it had its
near death experience, has been much livelier and, I think, much
more productive.

So the issue you raise is not a new one, but the response from
the vice chairman here indicates that at least that message has
been heard.

I have no further questions.

Senator FEINSTEIN. If there are reports, could I ask to see them,
please?

Senator BENNETT. For sure.

Senator FEINSTEIN. Could someone see that I get some?

Senator BENNETT. Sure.

Senator FEINSTEIN. I would appreciate it very much.

Senator BENNETT. We will do that.

Senator FEINSTEIN. I have no further questions.

Senator BENNETT. Thank you, Mr. Chairman, for your service on
this committee. And thank you for your testimony here today.

Mr. SAXTON. Thank you very much.



CONGRESSIONAL BUDGET OFFICE

STATEMENT OF DAN L. CRIPPEN, DIRECTOR

ACCOMPANIED BY BARRY ANDERSON, DEPUTY DIRECTOR

Senator BENNETT. Our next witness will be Dan Crippen.

Mr. Crippen, the Director of the Congressional Budget Office
(CBO), we welcome you here. I understand you have created a new
position, the Executive Associate Director, which has been filled by
Mr. Steven Lieberman.

Mr. ANDERSON. I am Barry Anderson. I am the Deputy Director.

Senator BENNETT. Barry Anderson. Okay.

We welcome Mr. Lieberman to the fold, even though he is not
here at the table.

Mr. CrIPPEN. He is working.

Senator BENNETT. And we will submit for the record a copy of
his résumé, as well as your new organizational chart, because there
has been some interest in your organization and in that activity.

CBO has requested $28,493,000 for fiscal 2001, which is a 9.1-
percent increase over your previous level. And we look forward to
hearing your description of the increase and your other activities
with respect to this budget.

[The information follows:]

BIOGRAPHICAL SKETCH OF STEVEN M. LIEBERMAN

In 1999, Steven M. Lieberman was named to the newly created position of Execu-
tive Associate Director of the Congressional Budget Office (CBO). He is also the Act-
ing Assistant Director for CBO’s new Long-Term Modeling Group. Mr. Lieberman
has a background in federal budgetary and health care issues. Before joining CBO,
he was health partner in the EOP Group, a Social Security analytic consulting firm,
and vice president of government programs and marketing at Intergroup Healthcare
Corporation, a managed care company. Before that, he spent 16 years at the Office
of Management and Budget, focusing on Social Security, Medicare, and Medicaid;
he then served as assistant director for general management, with oversight of 10
federal agencies.

9
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Congressional Budget Office

DIRECTOR
Dan L. Crippen

DEPUTY DIRECTOR
Barry B. Anderson

EXECUTIVE ASSOCIATE DIRECTOR
Steven M. Lieberman

Associate Director
Management, Business,
and Information Services

Associate Director General Counsel

Long-Term Modeling

Associate Director
Communications

Susan Tanaka Steven M. Lieberman Gail Del Balzo William J. Gainer
(Acting)
Assistant Director Assistant Director Assistant Director Assistant Director

Budget Analysis

Robert A. Sunshine

Macroeconomic
Analysis

Robert A. Dennis

Health and
Human Resources

Joseph R. Antos

Tax Analysis
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Y2K SUCCESS

Mr. CRIPPEN. Thank you.

Mr. Chairman, first I wanted to report, as your previous witness
did and as I am sure all of your subsequent ones will, that through
your good efforts we made it through the passing of the millennium
with nary a hiccup, as near as we can tell.

I would also like to report that our website is up to about 5 mil-
lion hits a year now. So it was up and running throughout that pe-
riod—not that a lot of people were hitting it that night—but it was
running.
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RELIEF FOR SALARY COMPRESSION

Before I get into next year, Mr. Chairman, we want to thank you
for the pay raise you granted me and Barry, not only on our behalf
but, more important, on behalf of all of my present and future col-
leagues who are effectively capped by our statutory limits. Our two
salaries are included in the Budget Act legislation.

The salary compression that CBO was experiencing is one of the
reasons we have had difficulty recruiting and retaining personnel.
I also want to thank you for giving us limited bonus authority for
the first time—bonuses that will go largely to our nonmanagerial
staff on the basis of performance and also to help recruit new em-
ployees.

IMPROVED STAFFING LEVEL

Mr. Chairman, I first appeared before you not quite 1 year ago
and reported that in 1998, CBO lost many more staff than we were
able to replace. The level of actual full-time equivalents (FTEs) in
1998 was 205, down from an actual level of 227 in 1997 and an au-
thorized level of 232. I am happy to report that we have made some
progress. We were able to employ 215 FTEs last year and expect
to reach 225 by year’s end. Our request for next year would allow
us to reach 228, just 1 more than in 1997 and 3 more than this
year. We hope to reach our full complement by the end of 2002.

In particular, raising the pay levels for our executive and senior
staff, which was made possible this year with the support of this
committee, has allowed us to provide more competitive beginning-
salary offers to top-quality Ph.D.s in economics, as well as to public
policy and health experts.

FISCAL YEAR 2000 FUNDING SHORTFALL

Last year your counterpart in the House, Mr. Taylor, asked us,
after we submitted our budget, whether we could reduce our re-
quest for 2000, given your tight allocation and the attempt to live
under the cap. After analyzing the time it would take us to recruit
and hire the people we hoped to add, and after assessing our abil-
ity to reprogram some 1999 funds, we agreed to a funding level for
fiscal year 2000 that was $600,000 below our initial request.

Then we, along with everyone else, saw a further reduction—in
our case, about $100,000—through the across-the-board cut. As a
result, CBO’s appropriation for fiscal year 2000 provided an in-
crease of less than 2 percent. Combining the funding for 2000 with
the request that is before you now, CBO’s funding would increase
by 11 percent over the 2-year period, which is far below that of any
of our sister agencies. Both their requests and their subsequent ap-
propriations have far exceeded ours.

I hope you are not surprised to know that I believe in budgets
and budgeting—for planning, setting priorities, and establishing
real resource constraints. That is why, Mr. Chairman, I agreed to
reduce our request for this year, because I thought we could make
some adjustments and live with the reduction. And we have.
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FISCAL YEAR 2001 INCREASE

But now we need to regain some ground. This is a well-con-
structed and easily defensible budget. It was built from the ground
up; it is not simply an extrapolation from prior budgets. For exam-
ple, Mr. Chairman, we carefully reviewed our telephone needs and
found that we could change equipment and do away with about 50
percent of our telephone lines. We are moving to less expensive
data processing. Our library is becoming more virtual. All of these
savings are explicit in our request and are not subsumed in in-
creases elsewhere.

Like most of your bill, most of our budget is people and com-
puters—86 percent people and 8 percent computers. We need to
build our strength back toward our authorized FTE level. Our re-
quest gets us back to where we were in 1997. We are adjusting pay
schedules to help us compete with organizations such as the Fed-
eral Reserve and the World Bank. And we are rewarding perform-
ance and recruiting heavily. While we are happy to be able to re-
port, Mr. Chairman, projected surpluses for the Federal budget as
a whole, I assure you that there are no surpluses built into this re-
quest.

PREPARED STATEMENT

By the way, I am also happy to report that your monthly budget
review remains a best seller, at least in the budget world.

Thank you.

[The statement follows:]

PREPARED STATEMENT OF DAN L. CRIPPEN

Mr. Chairman and Members of the Subcommittee, I am pleased to present the
fiscal year 2001 budget request for the Congressional Budget Office (CBO). The mis-
sion of CBO is to provide the Congress with the objective, timely, nonpartisan anal-
ysis it needs for making decisions about the economy and the budget and to furnish
the information and estimates required for the Congressional budget process. CBO
does not make policy recommendations; instead, it presents the Congress with op-
tions and alternatives in a wide range of subject areas, all of which have economic
and budgetary impacts.

The Congressional Budget Office is requesting $28,493,000 for its operations in
fiscal year 2001, a 9.1 percent increase over the agency’s fiscal year 2000 appropria-
tion. The funding increase is largely necessitated by our need to compensate for a
significant funding shortfall in 2000—our appropriation increase for fiscal year 2000
was only 1.8 percent, or $450,000. That was much less than the $1.5 million that
would have been needed to cover increases in pay and benefits for our 232 author-
ized positions. The 1.8 percent increase was also well below the nearly 7 percent
average increase that other Congressional support agencies received. If we view fis-
cal years 2000 and 2001 together, our request implies an 11 percent cumulative in-
crease, which is below the analogous amounts for other Congressional support agen-
cies.

Impact of the Shortfall in Fiscal Year 2000

Because 94 percent of our funding goes to salaries, benefits, and computer tech-
nology, the resulting $700,000 shortfall from our request was impossible to absorb
without negatively affecting our staffing and technology. To cope with that situation,
in fiscal year 2000:

—We will hold actual staffing to 225 positions, well below the 232 authorized,
even though additional staff are clearly needed in a number of areas. Our staff
resources will therefore be stretched thin in both fiscal years as we endeavor
to support major new investments in our long-term modeling and analysis of
the Social Security and Medicare programs, and to maintain essential functions
such as scorekeeping, budget analysis, and economic and revenue forecasting.
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—We will also greatly reduce our spending on computer technology and informa-
tion resources this year. Because we reprogrammed funds for computer hard-
ware in 1999, we can survive this cutback for one year, but we will also have
to delay purchases of needed software and certain network hardware.

—Finally, we must tightly control most other spending and find offsetting savings
or reductions.

Summary of the Request for Fiscal Year 2001

The request for fiscal year 2001 would allow us to fund the 228 positions we plan
to fill by the end of fiscal year 2000. By early in fiscal year 2002, we hope to reach
our authorized staff ceiling of 232 positions. The requested funding also:

—Provides a pay adjustment of 3.7 percent and merit increases of $269,000—both
of which are down from fiscal year 2000 to reflect the cumulative cost-of-living
increases of January 2000 and January 2001 that will help mitigate the pay gap
we still suffer relative to pay in the private sector.

—Contains a $588,000 increase in spending for computer technology and systems,
data, and model development, bringing this category back to its historical path
after the major cutback in the current year. That amount includes $150,000 to
begin the transfer of costly mainframe applications to a more economical plat-
form—a move that could save several hundred thousand dollars each year—and
$100,000 to purchase new software for tracking appropriations.

—Supports an increasing workload of 11 studies and mandated reports, 25 papers
and memorandums, 2,000 legislative cost estimates and mandate cost state-
ments, and a growing number of testimonies before Congressional committees
(estimated at 30 to 35 appearances for both 2000 and 2001).

Even with this request, we continue to be concerned about our ability to offer the
salaries and benefits needed to attract and retain staff in today’s tight labor market.
We lost a number of very good analysts and senior managers in 1999, and we expect
a significant number of senior staff to retire in the next 12 months. In fact, roughly
half of our managers and more than half of our top executives are currently eligible
to retire, and several more will become eligible in the next three years.

Related to these concerns, I would like to take this opportunity to thank the Com-
mittee for its support last year in providing CBO with the authority to give lump-
sum performance and recruitment bonuses and to raise the pay of our executives.
Although we are just beginning to use these new authorities, we are already finding
the bonus authority to be a valuable tool for immediately rewarding extra efforts
by our employees. The enactment of the new pay levels for my position and that
of the deputy director has eased and will continue to ease the salary compression
we have been experiencing. It has also allowed us to raise the pay rates for our ex-
ecutive staff, and in turn, we have become somewhat more competitive in our hir-
ing.

Finally, we will do everything we can with the available funding to strengthen
our recruitment and retention efforts, which I will discuss in greater detail later.

Cost Savings

Price inflation in our nonpersonnel budget has been quite high, particularly in
such areas as subscriptions and software. To help offset that inflation, we have iden-
tified a number of operating-cost savings. In fiscal year 1999, for example, we com-
pleted moving a portion of our timesharing services to the Library of Congress,
which will save roughly $175,000 per year beginning this fiscal year. In addition,
we have identified ways to reduce spending on software, timesharing, and commu-
nications. Those efforts, which should save another $100,000 per year, will be
phased in during this fiscal year.

Accomplishments in Fiscal Year 1999

Budget issues were in the forefront of Congressional debate in fiscal year 1999,
as the Congress struggled to stay within the caps on discretionary spending, sought
to avoid an on-budget deficit, grappled with the question of what to do with the
budget surpluses projected over the next decade, and dealt with major policy issues
in a number of significant areas.

CBO’s January 1999 baseline projections of growing surpluses, described and doc-
umented in The Economic and Budget Outlook: Fiscal Years 2000-2009, framed
much of the debate that followed. Those estimates were revised in July, when CBO
prepared a comprehensive update of economic developments and its baseline budget
projections, reporting that better-than-expected economic conditions were likely to
result in even larger surpluses. Those reports provided accurate estimates of the
outlays, revenues, and surplus for fiscal year 1999. For example, in January, we

rojected a 1999 surplus of $107 billion, and in July, we revised that estimate to
5120 billion. Both figures were very close to the actual result of $124 billion.
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The appropriation process lasted until November and culminated in an omnibus
appropriation act encompassing five of the regular appropriation bills and a number
of other pieces of legislation. Throughout that process, CBO prepared estimates for
numerous versions of each appropriation bill and for a variety of proposed amend-
ments. With the intense focus on the discretionary caps and the on-budget surplus,
CBO was called upon to provide frequent tabulations of discretionary spending to-
tals, including amounts designated as emergency requirements, with and without
scorekeeping adjustments specified by the Budget Committees. The task was com-
plicated by the need to assess the impact of various obligation delays, advance ap-
propriations, and across-the-board cuts. CBO also published a letter report in Octo-
ber that explained the key issues surrounding the appropriation process, as well as
an end-of-session summary of the outcome.

In the course of the debate and discussion on the wide array of authorizing legis-
lation addressed by the Congress, CBO provided hundreds of formal cost estimates
and even more informal estimates to committees and individual Members. Those es-
timates addressed a variety of proposals, options, and bills, including the Medicare,
Medicaid, and SCHIP Balanced Budget Refinement Act; the Defense Authorization
Act; the Ticket to Work and Work Incentives Improvement Act; the Water Resources
Development Act; and bills dealing with veterans’ health care, banking reform, pa-
tients’ rights, crop insurance, and education initiatives. All formal estimates were
promptly posted on CBO’s World Wide Web site so that Members and other inter-
ested parties could have rapid and easy access to the budgetary figures.

CBO also actively supported the Congress’ consideration of the long-term prob-
lems facing Social Security and Medicare. We prepared detailed analyses of pro-
posals by the President and others to reform Social Security and Medicare. We testi-
fied on Social Security and Medicare before five Congressional committees, and we
issued numerous reports and cost estimates. To enhance our ability to analyze the
long-term prospects for those programs and the impact of proposed changes, CBO
has established a new Long-Term Modeling Group, staffed with experts in demo-
graphics, statistics, and modeling.

CBO’s estimating responsibilities extend beyond the bounds of the federal budget.
They include the review and analysis of hundreds of reported bills to identify and
estimate the cost of mandates imposed on the private sector and on state, local, or
tribal governments. We determined that legislation included one or more mandates
in more than 100 cases and estimated the cost of those mandates. CBO staff has
worked closely with the National Governors’ Association, the National Conference
of State Legislatures, the League of Cities, the National Association of State Budget
Officers, and other private, governmental, and tribal organizations to ensure that
mandates are identified and their impacts are projected on the basis of the best pos-
sible information.

We believe the quality of our estimates and their relevance to the budget process
resulted in more requests for CBO to testify before Congressional committees and
to provide quick-turnaround answers on budget questions in the waning hours of
the budget process. During the year, I and other CBO officials testified 32 times,
up from 16 in fiscal year 1998, and did so for a wide variety of committees, includ-
ing several appearances before the House and Senate Budget Committees, House
and Senate Appropriations Committees, Senate Finance Committee, House Rules
Committee, House Ways and Means Committee, and a variety of other House and
Senate committees.

In 1999, CBO also resumed the publication of its “budget options” report, which
details hundreds of possible methods for reducing spending or raising revenues.
That volume was made available in an interactive version on CBO’s Web site
(www.cbo.gov). Finally, as a result of our Year 2000 renovations and preparations,
the infrastructure of CBO’s information technology and its systems were fully oper-
ational on January 1, 2000.

Priorities for Fiscal Years 2000 and 2001

Efforts to reform Social Security and Medicare are expected to continue to be a
priority for the Congress. To support those efforts, we will complete the development
and documentation of actuarial and microsimulation models for estimating Social
Security over the long term (75 years), including a benchmark-estimate comparison
with the estimates of the Social Security Administration. We will also begin pro-
ducing long-range cost estimates and impact analyses of Social Security for both
current-law and reform proposals, and we will continue to develop long-range mod-
els for the Medicare program.

CBO staff will also devote a substantial amount of time to analyzing the effects
of Social Security reform on aspects of retirement and disability policy, interactions
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between proposed changes in Social Security and the Supplemental Security Income
program, and interactions between Social Security and private pensions.

CBO also anticipates significant Congressional interest in analyses and estimates
of legislative proposals relating to commercial, environmental, and trade regulation;
the effect of technical progress on the national economy; expanded Medicare bene-
fits; improved federal student-aid programs; the adequacy of funding for defense
plans; and federal debt management.

CBO will also continue to focus resources on improving its economic forecasts and
integrating its economic and budget forecasts.

In addition to focusing on its mission-related work, CBO, like any effective and
highly successful organization, must devote some resources to attracting talented
people, developing their skills, and properly equipping them with the needed tech-
nology. We must also organize our work to be as efficient as possible. Our goals for
strengthening CBO’s internal operations follow.

Human Resources Priorities to Enhance Recruitment and Retention

During the next two years, CBO will expand on the initiatives undertaken in 1999
to identify, hire, and retain a highly talented and diverse workforce by strength-
ening our recruitment strategies, investing more in training and staff development,
and reconfiguring our space so that it better meets the needs of our staff. In par-
ticular, we will:

—Strengthen Our Recruitment Strategy.—Our goal is to focus our efforts and re-
sources on quickly filling key vacancies, particularly in hard-to-attract dis-
ciplines, while building a more diverse workforce.

In 1998 and 1999, CBO experienced an unusual number of vacancies. Unfor-
tunately, because of a tight labor market, we were unable to quickly replace the
individuals who left. By the end of 1999, we were therefore still short of our
staffing needs. Although we were able to meet our mandates, that shortfall cre-
ated a hardship for many of our staff, and it meant that our ability to produce
major studies suffered somewhat.

Our efforts have already begun, and a recruiting task force recently presented
me with recommendations on how to improve our recruiting system. We plan
to target a more diverse set of schools, develop better recruiting materials, cap-
italize more on our summer internship program, and devote more staff and
travel resources to recruiting. We will also consider a more formal orientation
and mentoring program for new employees.

—Improve CBO’s Training Programs.—Our goal is to improve management and
job skills by investing in our people through training, education, and profes-
sional development and to take greater advantage of existing technology in our
operations.

CBO has always invested in the development of its staff, but the amount we
spend on job training and professional development is far less than is spent by
world-class firms and other high-impact organizations and much less than the
amounts recommended by management and training experts. CBO spent less
than 0.5 percent of its personnel costs on training in 1999, compared with as
much as 6 percent for high-performing professional firms. During the next two
years, we hope to shift some resources to training, education, and professional
development, and we are now working on a new training policy to carefully tar-
get those resources.

—Modernize and Revitalize Our Working Environment.—Our goal is to recon-
figure and, where necessary, renovate offices to better use our space and to pro-
vide a quality work environment for new employees and those currently in inad-
equate space.

Most of CBO’s space was configured shortly after the agency’s creation 25
years ago in a building originally designed to house files, not people. At that
time, there were no desktop computers, a much larger number of support staff,
less specialization among employees, and an employment marketplace that was
not nearly as competitive. Consequently, a significant percentage of the space
is configured for clerical staff, while many analysts have work space that is in-
adequate and much less desirable than that of our competition.

If we are to be competitive in the employment marketplace and attract and
retain employees who are highly sought after, our facilities-related problems
must be addressed. In cooperation with the staff of the Architect of the Capitol,
we have developed a range of strategies to address those problems, and we be-
lieve that we can make substantial progress during the next three years with-
out significantly increasing our current spending on equipment and facilities.
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Communications Priorities

The value of CBO’s work to the Congress and the public is directly related to the
quality, readability, and easy availability of our written products. Over time, the
electronic versions and electronic delivery of our analyses have increased in impor-
tance, and the demand for our electronic products continues to grow. Our Web site
currently receives more than five million hits per year, and that activity is expected
to continue to grow. At the same time, however, the demand for printed copies of
our reports remains very strong.

—Enhance CBO’s Web Site—Our goals are to respond to the demand for CBO
products in electronic form and expand the number of relevant past publications
that are available electronically.

In fiscal year 2000, we plan to add more “best selling” publications from ear-
lier years to our Web site and expand the use of interactive products such as
the “budget options” report. Such interactive versions of our publications re-
spond to users’ demands for more targeted information that will enable them
to quickly locate the portions of the report that are relevant to their interests.

—Centralize Report Production and Modernize Report Format.—Our goal is to
achieve a consistent, high-quality product and standard “corporate” look for
studies, reports, papers, memorandums, testimony, and other products while
achieving efficiencies.

We plan to centralize final production of our publications with our editorial
staff. That should save analysts’ time, improve the appearance and consistency
of our documents, and make production more economical.

Internal Management Priorities

As noted earlier, highly effective organizations must build a skilled staff and then

provide the technology and work processes necessary to support that staff.

—Maintain Our Technological Edge.—Our goal is to continue to provide the best,
most affordable technology systems to support the agency’s mission while con-
stantly improving the performance of those systems and employees’ satisfaction
with them. That effort focuses on desktop hardware and software, reproduction
equipment, communications, data processing, access to the Internet, and analyt-
ical modeling.

CBO has invested steadily in its technology over the past few years. As a re-
sult, every employee has up-to-date hardware and software, and our internal
network, Web site, and communications are among the best in government.
That allows us to accommodate a tight budget in 2000, but we must restore
spending in fiscal year 2001 to remain effective and to adequately support the
Congress.

Our objectives for fiscal years 2000 and 2001 are to (1) continue to upgrade
our network and communications hardware; (2) provide additional training to
employees using our current technology and software; (3) identify and imple-
ment operating-cost savings; (4) improve network security; and (5) support the
reengineering and automation of key work processes.

—Streamline Procurement.—QOur goal is to modernize our procurement process to
emphasize a streamlined, paperless process with greater emphasis on competi-
tion in purchasing.

During fiscal year 2000, we will investigate processes and software used by
other organizations and begin redesigning our procurement process. In 2001, we
hope to implement a new system for processing purchase requests, issuing pur-
chase orders, and tracking obligations, orders, and payments.

—Reengineer Key Work Processes.—Our goal is to rethink and redesign all major
administrative processes to reduce staff burden and costs.

During the next two years, we will survey our key administrative processes
to identify targets for redesign. We will then appoint redesign teams to develop
processes that are more efficient and less paper intensive, which will reduce the
staff time necessary for performing and recording transactions.

Conclusion

Mr. Chairman, CBO’s recent budget requests have been modest. Our actual in-
crease for fiscal year 2000 was only 1.8 percent, well below what was needed to
maintain current services and make modest investments for the future. We are op-
erating a sophisticated enterprise in a highly competitive environment. Other agen-
cies, organizations, and businesses offer more attractive compensation packages
than we do, and many offer a more attractive work environment. Not only do we
find it increasingly difficult to attract highly qualified personnel, but a large cadre
of our senior staff is nearing retirement age. Indeed, over the past year, we have
lost some key personnel whose absence is keenly felt at the operational level. At the
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same time, the Congress is placing ever greater demands on CBO to provide a wider
range of assistance than in the past. If we are to continue meeting the needs of the
Congress, we must have adequate resources. Although our request may appear sub-
stantial, it would essentially bring us even with other Congressional agencies over
the two-year period and ensure our ability to maintain the existing level of service.

Senator BENNETT. Thank you very much. I particularly appre-
ciate the attitude toward the budget, which is a build from the
ground up kind of exercise, rather than an extrapolation from the
previous year. You do not have to do that every year, but you have
to do that more often than people often do.

Mr. CrIPPEN. This was our first budget since we arrived at CBO.
L};ast year’s budget had already been submitted by the time we got
there.

A POSITIVE OUTCOME FOR THE Y2K SCARE

Senator BENNETT. Right. You made a reference to Y2K. And I am
going to respond by focusing on an aspect of the Y2K thing that
we have not talked about before, that I think may have some inter-
est in your area. A number of people have told me that while they
got through the Y2K problem without any difficulty, and that was
a major accomplishment, the long-term impact of what they did
with respect to Y2K will be the experience of having inventoried all
of their computers and actually finding out how many they had and
what they did and how they were connected, and that they have
made fairly significant changes as a result of that inventorying
process. Even if they did not find Y2K problems, they got an in-
vestment. Alan Greenspan said to me he feels that will be the most
significant long-term benefit from the Y2K experience to the Amer-
ican economy.

In this morning’s news we are hearing that the productivity rate,
at least through the fourth quarter of last year, was simply stun-
ning, astronomical, an annual rate of 5 percent productivity
growth. I do not recall any time in history when they talked about
productivity growing at that rate.

Whether that had anything to do with the Y2K inventory phe-
nomenon or not is immaterial. The fact is, I think, that we are see-
ing a new phenomenon by virtue of the information revolution in
terms of productivity increases that simply have no historical
precedent. And I would like to, with that buildup, ask a question
of you as to how much of your time and resources and attention
are being focused on an attempt to understand the impact of that
phenomenon and put it into your forecasts.

Would you care to comment?

Mr. CRIPPEN. Sure. Let me say before I respond, though, that I
think the preparations for the Y2K problem had benefits even be-
yond the one you cited—inventorying. Those preparations also al-
lowed people to upgrade a lot of old software, which will not only
run more efficiently but will also probably allow them to make
more efficient use of computers. In addition, preparing for Y2K in-
volved the training of a lot of personnel in the information tech-
nology field who will now be employed in other endeavors, thereby
increasing productivity. So Y2K was about more than machines. It
was, as you suggested, people and software that we put in place.
In the past 4 years, we have seen average productivity growth of



18

about 2.6 percent compared with 1.6 percent for the previous 20
years. So we finally——

PRODUCTIVITY GROWTH IN THE ECONOMY

Senator BENNETT. Let me get that. The last 10 years?

Mr. CRIPPEN. In the past 4 years, productivity has been 2.6 per-
cent. In the prior 20 years or so, it was 1.6 percent.

Senator BENNETT. Okay.

Mr. CRIPPEN. So that 1s a full percentage-point difference in the
average for the past 4 years. We have been able to identify several
factors that have contributed to that difference. A good piece of it,
frankly, is simply the manufacture of computers, which is becoming
more efficient, and we are getting more power for less money. That
is about 25 percent of the increase in and of itself.

We have also had some change in accounting in the national
product accounts, which, by definition, changed some of the under-
lying numbers. But there is a piece of this that is very real and
not fully understood. We believe it has to do with the greater cap-
ital investment that we have seen in the past several years, and
that increase, of course, will pay off.

What we have incorporated in our forecasts—and one of the rea-
sons that our surplus estimates increased between last year and
this—is that we took about 0.6 of the 1 percentage-point increase
and assumed it was going to continue. That will yield average pro-
ductivity growth of a little more than 2 percent over the next 10
years. That estimate may be low, but we were a little concerned
that we only have 4 years of information on the increases and are
not quite sure we know exactly where it is coming from. But we
are pretty comfortable with saying that a little more than half of
the recent productivity increase is permanent and is going to con-
tinue. There is no reason to think, for example, that the computer
efficiencies—the more power for less money—are going to slow
down. We are not reaching physical or theoretical limits yet. So we
expect a good piece of this increase to continue.

PRODUCTIVITY UNCERTAINTY AND THE SURPLUS

Senator BENNETT. This is not the forum for this kind of discus-
sion, but I will comment in case you missed it. In his presentation
to the Banking Committee last week, Alan Greenspan was asked:
Are your numbers real? That is, are the CBO’s numbers real? Par-
ticularly with respect to the surplus. And he said, “Well, we don’t
know, because we have had such a short period of time in which
to evaluate what is causing the river of revenue to come in to the
Federal Treasury.”

And he said if it’s permanent, then the CBO numbers are way
low. The surplus will be substantially bigger over the next 10 years
than the $4 trillion that CBO is projecting. On the other hand, if
it is temporary, the surplus could disappear. So he said what CBO
has done is just pick a number somewhere in the middle that
seems prudent. And he said all of the other forecasters have done
the same thing, but nobody really knows, because we have not had
a long enough period of time.

And of course, if it turns out we have had a very fundamental
change in the way things work so that the 2.6 percent number
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stays constant for the next 10 years, then yes, the $4 trillion figure
will be low.

Now you are confirming——

Mr. CRIPPEN. Yes. Absolutely. I think we know a bit more about
where the revenues are coming from; that is to say, from capital
gains realizations and upper-income taxpayers and from more peo-
ple being pushed into the upper brackets because of real growth in
wages and other income. But that is not to say we know the
sources of the income.

And that is what I think the chairman was referring to with pro-
ductivity. He has been talking longer than we have about a new
economy and the implications for the future. But again, after 4
years of reality hitting us in the face and of underestimating the
flow of revenues, we thought that it was useful to incorporate some
of the things that we do know. And we do know about computer
production and some other factors that we are convinced will con-
tinue to have an effect.

Our latest report, “The Budget and Economic Outlook: Fiscal
Years 2001-2010”, included a chapter on the uncertainty sur-
rounding our projections, which goes through the many things that
could be worse or better than we think. We have a pessimistic al-
ternative that combines a number of bad events, if you will, and
an optimistic alternative that suggests much larger surpluses if the
productivity increases continue at their recent rates.

So whenever anybody is talking about the next 10 years, as we
do in these reports, they are talking about projections, not esti-
mates. Projections are an educated guess. By the end of about the
sixth or seventh year, all of the numbers drive back to a steady-
state forecast that says we believe the economy can grow at about
3 percent a year, by the end of the decade. But that is a guess.

Senator BENNETT. Senator Feinstein.

Senator FEINSTEIN. I have a question. It is not really on the sub-
ject, but it has to do with this. It is really a California question,
because our GDP is very good. And about 25 to 30 percent of our
jobs are involved in the global marketplace. And yet, the wage gap
is becoming profound. I do not have the exact figure, but it is some-
thing like a drop of $2,900 per worker in the lower fifth in wages.

California will shortly be a minority/majority State. I have very
deep concerns about classes kind of war, rich versus poor kind of
war. It is also a high cost of living State. And, I would suspect
there is some of this wage gap existing all across the United
States, except perhaps not as profound as we are finding it in Cali-
fornia.

Do you have any insight as to the reasons or what could be done
to correct it?

DISPARATE GROWTH IN INCOME

Mr. CRIPPEN. I agree wholeheartedly with you that a profound
public policy issue for the next few years is probably going to be
dealing with disparate income growth among people in this coun-
try. Despite the way the economy is growing and will probably con-
tinue to grow, there is at the moment a group of people who seem
to be stuck, whose income is not growing.
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We need to be careful about how we frame the issue. If, as I have
seen recently in some of the popular literature, we are talking
about families, for example, the picture is perhaps partially dis-
torted, because the families in the top income quintile tend to be
married, two-worker households—maybe mostly professional—
whereas families in the lowest income quintile tend to be house-
holds headed by a single mother. When we talk about families, a
lot of socioeconomic characteristics go along with the numbers. So
we have to be careful about defining the issue.

The bottom quintile also includes a lot of people who move out
of that income group. But by definition, of course, because you cut
family income into five pieces, somebody is going to be moving in.
So there is a migration out and up that we also need to be con-
scious of.

A recent study concluded that people with less than $10,000 of
income (in current dollars) tend to get stuck—that is, they will not
move up and out. And it partly has to do with education. Most of
those people do not have anything beyond a high school education.
And so we need to concern ourselves with that group of people. I
do not know enough about the causation to say that it is merely
an education problem. But we are beginning, at least, to get a bet-
ter sense of who the people are and why they are stuck.

In the case of California, I have seen one study that suggests
that the disparities there are a little greater than average because
the State has a lot of entry-level workers and accounts for a large
share of the immigrants that this country accepts, many of whom
fall in the lowest income quintile. But many of them do get out of
the bottom quintile over the first few years. So California is one of
the places where people come into the country, have their first em-
ployment, have lower wages, and then move on.

Senator FEINSTEIN. Nationally, does that bottom quintile remain
static in numbers, or is it growing in numbers?

Mr. CrIPPEN. Well, no. Because we split income into five pieces,
the number of people in there tends to stay the same because it
is a fifth of our population, by definition.

Senator FEINSTEIN. Oh, I see. Oh, all right.

Mr. CRIPPEN. So that does not tell you much. You have to look
at the people in the group. And that is what some of the newer
studies are doing—looking at the people as they grow and move
into the second and third quintiles rather than stay stuck in the
bottom. So it is very much a changing group of people. And in that
sense, it is less worrisome as a policy issue than if that fifth were
the same people and stayed there forever. We are finding that is
not the case.

Senator FEINSTEIN. But, you see, my point is that we have a
growing number of people not making very much money and not
being able to get out of it. As a matter of fact, you know, parts of
California Bay are beginning to look like a third world country. To
be very honest with you, it’s a very serious problem; and because
everything is high tech and bio tech, our whole manufacturing base
has changed dramatically. And yet, as you say, we continue to ac-
cept about 50 percent of the nation’s migration. It is presenting a
huge social dilemma, which really could blow up in some major
ways.
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And, I do not know what really addresses it. For example, if you
have a single mother with two children, it costs her $15,000 a year
for the basic lowest rent, lowest food, lowest clothing, lowest child
care, which means she has to hold three minimum-wage jobs to be
able to pay that amount, as it all works out.

I mean, it is almost an impossible circumstance for people. And,
when you get large numbers, too, I think that it presents a deep-
ening social crisis. That is what I believe we are facing—how to di-
versify a work base, particularly when you have the affluence we
have. And, we have a 5 percent GDP.

I guess, for me, this deals with the whole minimum wage thing.
California’s minimum wage is 50 cents above the Federal minimum
wage. But, we have 37 cities in the United States now going for
living wages. Part of that is driven, I think, by this phenomenon.

So, I really think we have a brand new phenomenon of a huge
growth of a have-not class that the economy does not benefit at all.

SHARE OF TOTAL INCOME IN LOWEST GROUP

Mr. ANDERSON. One of the trends you may be citing is that not
only has the composition of that bottom 20 percent changed, but
over time that quintile’s share of total income has actually shrunk.
I do not know exactly what the figures are. I think it is

Senator FEINSTEIN. That is right.

Mr. ANDERSON (continuing). Down to 1 percent or 2 percent. By
contrast, people in the top 20 percent—the same number of peo-
ple—now have about 50 percent of the total income.

As the chairman said in his introductory remarks with respect
to productivity, we at CBO do spend some time looking at inter-
national comparisons. Y2K was not a problem unique to the United
States, nor were the solutions or computers that were applied to
try and fix the problems. But what is relatively unique to the
United States is our productivity growth, which is much higher
than that of other countries. And we ask, Why are we doing better?

The same thing applies to income distribution. We have a greater
share of total income in the upper-income quintile than do most
other, if not all other, developed countries. But as Dan points out,
we also have mobility; if we had a static group in the bottom 20
percent, I think the social problems would be much, much worse
than they are now. But fortunately, we do allow for a lot of mobil-
ity. That mobility works in both directions. The people in the top
20 percent—the ones with all that income—sometimes move down,
too. But we have that mobility with the people at the bottom.

Senator FEINSTEIN. Let me ask you: Are we sure, are you sure,
that such mobility is taking place as much now as it did?

WORKFORCE CONSTRAINTS ON THE ECONOMY

Mr. CRIPPEN. Actually, it looks like it has accelerated a little. I
mean, it is happening faster, except for this class. As I said, this
study suggests that people without a high school education are
stuck, that they are not moving up. But beyond that, there is a lot
of mobility up and out.

In your State, in particular, that phenomenon is driven by immi-
gration. And that is something that we are going to have to deal
with at the national level. For example, we assume that over the
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long run, our economy can grow at about 3 percent a year in real
terms. Two percent of that, roughly, is productivity. One percent is
an increase in the workforce.

We are becoming constrained, not just in the current low employ-
ment rate but in the number of people we can anticipate coming
into the workforce. If, for example, that 1 percent became 2 percent
because of immigration or some other policy change, you would ob-
viously raise the ability of this economy to grow dramatically.

And as we see in our numbers, the difference between 3 percent
and 4 percent, or 2 percent and 3 percent, is a lot. So we are going
to have to promote, allow, encourage immigration to help our fu-
ture economic growth. But at the same time, as you are pointing
out, there are certain consequences that the rest of the country
may not be feeling uniformly. And our ability to assimilate those
folks will depend on more than just the H-1B visa. Is that the——

Senator FEINSTEIN. That is it.

Mr. CrIPPEN. I was talking to Senator Bunning awhile back, and
Kentucky is having difficulty finding labor for the farm commu-
nity—not just migrant workers but labor, period. And so it is not
just high-tech companies that need help; it may be others as well.
Immigration writ large is going to be an important issue for our
economy to face.

Senator FEINSTEIN. If we could just talk for a minute. One of the
things that is also happening—and I have spent some time on this
now—is very bad farm labor contractors. They go out and bid on
something, and they outbid each other. And, the only way they can
outbid each other is by not paying the workers. So, increasingly,
there are groups of farm workers who are not getting paid even
what they should be.

And, I think, it is escalating in our State because we have a lot
of monolingual farm laborers in the workforce. In other words, they
do not speak English very well. I think there are some huge social
problems coming out of all of this affluence, which are masked by
the affluence, and the kind of glitz of this new economy.

On the way back yesterday, I sat next to a man on the plane.
He was so high tech that I did not understand him. It was like he
was speaking a whole different language. His interests were so re-
stricted, so narrow, so lack-of-caring for anything else around him,
that it really was kind of arrogant—you know, sort of the
sweatshirt and loud on the cell phone. It is a kind of arrogance that
is permeating our economic structure.

Mr. CRIPPEN. It used to be investment bankers. Now it is

Senator FEINSTEIN. Yes. Right. And it is really causing me con-
cern, because I can see what happens in California, both good and
bad. Then, it passes on to other States. So, it is serious.

MOBILITY OF WORKFORCE

Mr. CRIPPEN. One of the things that is notable in the U.S. experi-
ence is the mobility of our labor force—the ability to change jobs
or, maybe, the necessity to change jobs. That mobility distinguishes
us from Germany and other European countries in particular.

So Government intervention to help take care of some of the in-
come disparities and other things could be harmful if it interferes
with that mobility, which is an advantage in our economy. That is
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not to say one should not take notice of and design policies to ad-
dress disparities, but it has to be carefully done because the lesson
seems to be that labor mobility is really what is distinguishing our
current economy.

Senator BENNETT. Chairman Greenspan has made that point.
And as we look at Europe, if you cannot get a job in Italy, let us
say, in the European community, you are much less likely to move
to Belgium where the jobs may be, than, by comparison in the
United States, if you cannot get a job in California, you may move
to Utah. And we have seen a lot of that, by the way.

Senator FEINSTEIN. Yes.

Senator BENNETT. Utah’s growth, at least a few years ago, was
driven, if I may, by the anti-business attitudes that for a while
were in Logan, California. Our Governor used to say that the
greatest economic development agency in the State of Utah is the
State legislature in California.

And I was one of those. I lived in California and moved to Utah,
because we felt we could grow our business better in Utah. That
kind of mobility—my children grumbled a little, changing schools
and so on. But that kind of mobility is standard in the United
States. And in Europe, where you go to a whole new culture, whole
new language, you may have the same currency now in the Euro,
but you are much less likely to pack up and change citizenships.
Whereas in the United States, changing your citizenship from Cali-
fornia to Utah, or the other way, you have been the State that has
seen the most mobility going in that direction.

Senator FEINSTEIN. Bob, here is the main thing in all this: Our
figures predicated that, in the next 20 years, there will be another
15 million people in the State; so we will have 50 million people.
I mean, if most of this would go to Utah, if there was a spread,;
it would be great, because you could handle it. But, go into a
school, K through 6, with 5,000 students, 60 different languages;
who can ever learn anything? And, that is sort of what it is coming
down to without the basic infrastructure to deal with any of this.

Senator BENNETT. We are at our own level facing the same prob-
lem in Utah. We are looking at the growth that is coming and say-
ing, how in the world are we going to house all these people? How
in the world are we going to transport them?

Senator FEINSTEIN. Anyway——

Senator BENNETT. Anyway.

Senator FEINSTEIN. We are not going to eliminate CBO, right?

Senator BENNETT. We are not going to eliminate CBO.

Mr. CrIPPEN. I was waiting for that question.

USING THE HOUSE COMPUTER

Senator BENNETT. Here is a very minor, very technical question,
that we probably ought to have on the record. You include a re-
quest for $150,000 to study solutions for the transfer of mainframe
applications. Is this related to your pattern of sharing time with
the House computer system? And if so, will the House allow CBO
to continue to reimburse for this resource, or are you looking for
someplace else to go?

Mr. CRrIPPEN. The short answer to your question is, yes. We cur-
rently have about half a million dollars a year in the budget to pay
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House Information Resources (HIR) for computing services, largely
for our Budget Analysis Division. As of last night, HIR informed
us that they want us to migrate off their mainframe much more
quickly than we had anticipated. So we may actually have to begin
before next year.

Senator BENNETT. They want you to move from California to
Utah.

Mr. CRIPPEN. They do. We can do a lot of this stuff remotely,
from almost anywhere. We have already migrated a lot of our sys-
tems off the HIR mainframe, because HIR does not want anybody
using their computers. And, in fact, HIR will probably get rid of
their mainframe eventually and become a micro-park upstairs.

We have moved a lot of things to the Library of Congress and
have actually saved a fair amount of money by doing so. The Li-
brary charges much less than HIR.

So our dilemma is that we are going to move off the HIR main-
frame sooner than we had anticipated, but hopefully not until the
end of, roughly, 2002 or so, when we were planning to, rather than
by the end of 2000, which may be facing us. If it is 2000, we will
have to start this year to figure out how to move some of our sys-
tems.

Senator BENNETT. And will that involve increased costs, if you
have to move——

Mr. CRrIPPEN. No. Actually, the move should save us money once
it’s completed because we have already saved several hundred
thousand dollars in moving other applications from HIR to the Li-
brary of Congress, which is willing to give us a fixed-fee service
contract. We pay them $100,000 a year: about half of that goes to
licensing, and the other half is a fixed fee for as much computer
time as we need for our statistical analysis processing.

So it has saved us several hundred thousand already to migrate.
We need to. We want to. The question is how quickly we can make
that move.

The system, by the way, that is still on the HIR mainframe is
for our Budget Analysis Division, which does the true number-
crunching. When you report a bill out of another committee and
ask for a cost estimate, it is our BAD staff who do the work. So
it is not a system that we can blithely shut down, move, and try
to re-up. The move has to be made carefully. And there are not
many downtimes during the year in which to make that transition.

Senator BENNETT. I want to say thank you to your agency and
for your willingness to engage us today

Mr. CRIPPEN. Absolutely.

Senator BENNETT (continuing). In this conversation.

Mr. CripPEN. That is what we are here for.

SUBCOMMITTEE RECESS

Senator BENNETT. The hearing is recessed.

[Whereupon, at 10:26 a.m., Tuesday, February 8, the subcom-
mittee was recessed, to reconvene at 9:30 a.m., Tuesday, February
22.]
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Senator BENNETT. The subcommittee will come to order. I have
firsthand experience of what is happening downtown with respect
to the semis and the tractors, and expect that we will be having
other members of the subcommittee join us as that problem works
itself out.

We are happy to welcome Senator Campbell. While not a mem-
ber of the subcommittee, he is a member of the full committee and
has an interest in the subjects we will be discussing today. Senator,
we are delighted to have you here.

Senator CAMPBELL. Thank you, Mr. Chairman.

Senator BENNETT. This is the second of four hearings that the
subcommittee is holding on the fiscal year 2001 budget request. As
I say, we have held one. The other two will be February 29 and
March 7.

Senator Feinstein will not be able to join us today. She has asked
thzliltdher statement be included in the record, which of course we
will do.

[The statement follows:]

(25)
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PREPARED STATEMENT OF SENATOR DIANNE FEINSTEIN

Mr. Chairman, I appreciate the opportunity to comment on the fiscal year 2001
budget requests being presented to the Subcommittee today.

First, with regard to the Capitol Police Board’s budget, I believe that we need to
do everything we can to see to it that our facilities here in the Capitol complex are
as safe as they can possibly be—not just for our Members and staff, but for all our
citizens.

During the last two years, we have made major investments for enhancing secu-
rity. The additional funds provided to the Capitol Police in fiscal year 2000, along
with the emergency funds in the Fiscal Year 1999 Omnibus Appropriations Act,
have been of great benefit in bringing on board many new recruits, and in helping
to provide our sworn officers with the necessary up-to-date equipment, which they
need to effectively carry out their mission. And, during this process, we have identi-
fied other areas which will need to be addressed with additional resources or man-
power in the future. The Capitol Police Board still has a long way to go to bring
the department up to where it should be in terms of technology and training.

I congratulate Chief Abrecht and Sergeants at Arms Livingood and Ziglar for the
work and dedication they have put into the security enhancement program, but I'm
sure they would all agree that we still have much more to do. I look forward to re-
ceiving their testimony.

Mr. Chairman, on a personal note, I would like to take this opportunity to express
my gratitude to Chief Abrecht for his many years of service to the Congress. It is
my understanding that Chief Abrecht will soon retire, and I just wanted to extend
to him and his family my best wishes for the future. We will certainly miss him
here.

And, as always, I look forward to receiving the testimony of Dr. Billington, the
distinguished Librarian of Congress. The Library is constantly undergoing change,
not only to adapt to the way in which we operate in Congress, but to address the
fluid nature of the public’s demand for knowledge. I think that the Library has per-
formed remarkably in recent years, given the dynamics of today’s technology.

I also welcome the testimony of our other distinguished witnesses on behalf of the
Government Printing Office and the Joint Committee on Taxation.

I do have a few questions, which I would like to submit to several of today’s wit-
nesses for response; and, with your permission, Mr. Chairman, would like to have
those included in the record.

Senator BENNETT. Now, today we will hear testimony from the
Capitol Police Board, the Library of Congress and CRS, the Gov-
ernment Printing Office, and the Joint Committee on Taxation. So
we will start with the Capitol Police Board. The chairman of the
board this year is Wilson Livingood, the Sergeant at Arms of the
House of Representatives. Mr. Livingood, we welcome you on this
side of the Capitol, joined of course by Jim Ziglar, the Senate Ser-
geant at Arms, and the Architect of the Capitol, Mr. Alan
Hantman, and Chief Abrecht.

Chief, we notice, take appropriate official notice of your retire-
ment and want to make official comment for the record of thanks
for your service, recognition of your dedication in this assignment.
You have had an impact on helping make the Capitol Police more
professional. I particularly appreciate that and understand that.

I was here as a Senate staffer, began indeed as a Senate intern
in the 1950’s, and I remember when it was called “the campus
cops” because a Senator had the right of patronage for the police,
and some of Utah’s most prominent lawyers did all of their study-
ing while sitting behind a desk wearing a badge as members of the
Capitol Police. One of them who was a member of the State legisla-
ture in Salt Lake, who was here on my father’s patronage, said, if
anything had ever happened that would have required me to draw
my gun I would not have had the slightest idea how to do it or
what to do with it once I got it out of the holster; I was entirely
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a figurehead, going to law school at night and doing all of my
studying at my post.

We have come a long way since then. Unfortunately, we need to
have come a long way since then. You were part of the effort that
has brought that professionalism, and we want to thank you for it
officially and acknowledge your contributions.

Mr. ABRECHT. Thank you, Mr. Chairman.

BUDGET REQUEST

Senator BENNETT. Now, the Capitol Police have requested a total
of $110,858,000 for fiscal year 2001. For those who follow numbers
closely, this is an increase of 31 percent over last year. Everybody
is going to gasp at the 31 percent, but there are explanations for
that and offsets for it, and it is not really as big a jump as it would
appear.

So with that, Mr. Livingood, we look forward to your presen-
tation.

STATEMENT OF SENATOR BEN NIGHTHORSE CAMPBELL

Senator CAMPBELL. Mr. Chairman, I wonder——

Senator BENNETT. Yes, Senator Campbell, we would be delighted
to hear from you at this point.

Senator CAMPBELL. Well, first of all, thank you for letting me sit
on this committee. As you did mention, I am a member of the full
committee, but not this subcommittee.

I also want to extend my appreciation for the years of service the
Chief has given to our community here. I know he will be going on
to things that are considerably more fun than police work. As a
former deputy myself, I know it is not a bed of roses.

I am sitting in really just for one thing, as you know, Mr. Chair-
man, and I certainly appreciate the opportunity to ask a couple
tough questions when we get to it. But since the police are first up,
I want them to know that whatever I have to say and the questions
I ask do not reflect on my support for our police department. As
a former deputy, as the guy that was the prime sponsor of the Cops
on Schools program and the bulletproof vest bill and the national
museum bill we have in this year for a National Museum for Amer-
ican Policemen and as a person who was given a service award for
coming to the aid of a police officer a few years ago, you know that
I am on your side.

But I am really concerned about one specific thing and I talked
to the chairman about it and that is why I am here. That is the
buy-American provision that we have now in buying American
equipment. In particular it is the motorcycles that are in use for
the Capitol Police. I have talked to the Chief about this before, Mr.
Chairman.

But since 1994 we have purchased only 3 that I know of of Amer-
ican motorcycles out of the something like 75 that they have. The
little foreign bikes—I cannot understand this myself because we do
have a buy-American policy for all the other vehicles, the four-
wheeled vehicles you might say, and yet we buy these things that
break down and look like junk. One-third of them are not even op-
erable that the police have now.
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In 1994, that was the last time they purchased any American-
made motorcycles, and that was my prime concern. It seems to me
the intent of Congress last year, when you went to bat for the pur-
chase of six new ones, as Chairman Stevens did, the chairman of
the full committee—in fact, that is why the number six was in
there. I had recommended three to the chairman of the full com-
mittee and he said three simply will not do it, we need to put more
in that budget, and so we did.

It just seems to me the intent of Congress was somehow diverted
or there was an end run around it. I wanted to ask some questions
about that, because I have talked to a number of policemen that
are on the force, they are working policemen. There is no question
that they are not equipped now to make any traffic stops. They
have no lights, as you know. They are inadequate in my opinion.
They cannot be used for any escorts for foreign heads of state. We
have to keep calling on the Park Service to do that.

It just seems to me that we made it pretty clear last year that
we wanted some American heavier motorcycles that could take up
the slack, and they have not yet been purchased.

I was also told by one Capitol Police officer if he had spotted Rus-
sell Weston, the man that killed Officers Gibson and Chestnut a
couple years ago, if he had spotted him driving on the day that he
came through town and if he had even seen an open weapon on the
seat of the car, he would not have been able to stop him on one
of those little things that they ride now.

I think that is just totally unacceptable, to say nothing that I
hear from guests at the Capitol all the time, people who come here
as visitors, and they end up making sort of a laughingstock of our
officers that are riding those, those little throw-away machines,
those foreign machines, and I kind of resent that, that our officers
should be the butt of ridicule and jokes because of the kind of
equipment they are using.

So that was my primary reason for being here, Mr. Chairman.
With the 31 percent request on their increase of budget, I have no
opposition to that. I have always been one to try to come to the aid
of a policeman, whether it is budgetary or any other way. But it
seems to me we ought to take this up, and when I have the time
I would like to ask a couple of questions.

Thank you.

Senator BENNETT. I think your questions are anticipated, and we
welcome your being here and we salute you, Senator Campbell, for
your diligence in following up on this issue.

Mr. Livingood.

Mr. LIvINGOOD. Mr. Chairman and Senator Campbell: Thank you
for the opportunity to be here today to discuss the key points in
the U.S. Capitol Police budget request.

Before I begin, I would like to acknowledge the service of Chief
Gary Abrecht. As you are aware, Chief Abrecht has announced that
he will retire at the end of April. I would just like to say that dur-
ing his tenure he has led the department through significant
change. He is credited with raising the professional reputation and
recognition of the U.S. Capitol Police. This was accomplished in
large part through his vision, leadership and guidance.
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Chief Abrecht will always be remembered for the strength and
compassion he showed following the deaths of our two officers in
1998. On behalf of the board, I would like to thank the Chief for
his service to the department and to the Congress, and also to the
American people.

ANNUAL BUDGET

Mr. Chairman, the annual budget for the U.S. Capitol Police is
driven by a number of factors. Primarily, it is representative of the
staffing level required to provide Congress, the public, and the
buildings an adequate level of security in such an open environ-
ment. The threat to the Capitol complex, the Members, their staffs,
and the millions of Capitol visitors can never be discounted as hy-
pothetical. Such threats have been acted on only too frequently in
the past and continue to be made today.

In fact, it can be argued that the Capitol complex is threatened
now more than ever. In recent years, the White House and other
executive branch agencies and their facilities have acquired
strengthened security measures. As the most visible and accessible
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