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NOMINATIONS OF ROGER W. MEHLE, JR., TO BE
ASSISTANT SECRETARY OF THE TREASURY
FOR DOMESTIC FINANCE; MARC E. LELAND, TO
BE DEPUTY UNDER SECRETARY OF THE
TREASURY; AND LIONEL H. OLMER, TO BE UN-
DER SECRETARY OF COMMERCE FOR INTER-
NATIONAL TRADE

THURSDAY, APRIL 23, 1981

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, DC.
The committee met, pursuant to notice, at 9 a.m., in room 2221,

Dirksen Senate Office Building, Hon. Robert Dole (chairman of the
committee) presiding.

Present: Senators Dole and Grassley.
[The press release announcing the hearing follows:]

(1)
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Press Release #01-133

PRE 8 S R L XAS

FOR IMMEDIATE RELEASE
April 16, 1981

UNITED STATES SENATE
COMMITTEE ONIFINANCE
2227 Dirksen Senate Office Bldg.

FINANCE COMMITTEE SCHEDULES HEARINGS ON NOMINATIONS OF
ROGER W. MEHLE, JR. TO BE ASSISTANT SECRETARY OF THE TREASURY,

MARC E. LELAND TO BE DEPUTY UNDER SECRETARY OF THE TREASURY,
AND LIONEL H. OLMER TO BE UNDER SECRETARY OF COMMERCE

The Honorable Robert J. Dole (R., Kans.), Chairman
of the Committee on Finance announced today that he has scheduled
hearings on the nominations of Roger W. Mehle, Jr. to be Assistant
Secretary of the Treasury for Domestic Finance, Marc E. Leland to
be Deputy Under Secretary of the Treasury and Lionel H. Olmer to be
Under Secretary of Commerce for International Trade in Thursday,
Aril 23 1981, beginning at 9:00 a.m. The hearing will be held
in Room h221firksen Senate Office Building. -

Written Testimon -- The Committee will be pleased to
receive wrItten testimony from those persons or organizations who
wish to submit statements on the nominations for the record.
Statements submitted for inclusion in the record should be type-
written, not more than 25 double-spaced pages in length and mailed
with five (5) copies to be received by April 23 1981, to Robert
E. Lighthizer, Committee on Finance, Room 2227, Drsen Senate
Office Building, Washington, D. C. 20510.

P.R. #81-123
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The CnmIW~. I think we may as well proceed. There are about
a half-dozen hearing going on. I am not certain how many other
members may be here.

It is a pleasure to welcome Lionel Qimer nominated to be Under
Secretary of Commerce for International irade, and Marc Leland,
who has been nominated to be Deputy Under Secretary of the
Treasury for International Affairs and Roger Mehle, to be Asist-
ant Secretary of the Treasury for Domestic Finance.
:-1I would say for the record, we have reviewed the financial disclo- -
sure forms of eah and the material they have filed with the Office
of Government Ethics. I am satisfied there are no problems in this
area.

I have also been informed by the Director of Government Ethics
that the Director of Government Ethics will soon send letters ap-
proving each nominees' compliance with the Ethics in Government
Act. Those letters will be made a part of the record when they
arrive.

[Material submitted.] U.S. DEPRTEN or CoMtMRCE,
INTERNATIONAL TRADE ADmI n5RA oN,

Washington, D.C., April 6, 1981.
Mr. RoERTm LimmmzR,
Chief Majority Counsel Senate Pinance Committee,
Dirksen Senate Offiwe Bldg., Washington, D.C.

DEAR MR. LioHTRzn: Enclosed please find Mr. Waldmann's resume and Finan- -
cial Disclosure Report. He will deliver his net worth statement at the meeting in
your office tomorrow afternoon.

In preparation for his confirmation hearing as Assistant Secretary of Commerce
for International Economic Policy, Ray has met with the following members of the
Committee: Senators Roth, Heinz, Grassley, Byrd, Bradley and Mitchell. He also
met with Gary Horlick and Claude Gingrich. All of those with whom he spoke have
received copies of his bio.

Please advise me if I can provide you with any additional information to expedite
this process.

Sincerely,
Fww cz D. BANx,

Confidential Assistant to Raymond J. Waldmann.

OFFICE OF PERSONNEL MANAGEMENT

Washington, D., April 6,1981.
Hon. ROBERT DOLE,
Chairman, Committee on Finance,
U. Senate, Washington, D.C -

:Dx MR. CHMMuw: In accordance with the Ethics in Government Act of 1978, I
enclose ikcopy of the financial disclosure report Filed by John A. Svahn. PresidentReagap hag nominated Mr Svahn for the position of Commissioner of Social Secu-
rity ofitbe Department of Health and Human Services.

We.-hav reviewed the-report and have obtained advice from the Department of
Health. and Human Services concerning any possible conflict in light of the Depart-
ment's functions and the nominee's proposed duties. Based thereon, we believe that
Mr. Svahn ib in compliance with applicable laws and regulations governing conflicts
of interest. -

Sincerely,
" -J. JACKSON WALTER,

4D rector.'
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Ovvcu or POW. Ma rN T0 ,

Hon. Rou Dour,
Chairman, Committee on Financ.
U. Senate Washington, D.C

Dma Ma. CU ,AMAN: In accordance with the Ethics in Government Act o( 1978, I
enclose acopy of the financial disclosure report filed by Dorc" R. Hardy,. whoe
nomination the position of Assistant Secretary Human Development SeVi of
the Department of Health and Human Services has been sent to you by Presidet

Whaereviewed the report and have also obtained advice from HHtS ooncerln
any possible conflict in light of the Department's functions and the nominees
pr d duties. Based thereon, we believe that Ms. Hardy will be in compliance
with applicable laws and. regulations governing conflicts of interest.

icerely, J. JACKON WALUt,

Director.
The CHAIRMAN. Mr. Olmer, we will proceed with you first, if you

are ready.
Do you wish to make any statement of any kind?

STATEMENT OF LIONEL H. OLMER, TO BE UNDER
SECRETARY OF COMMERCE FOR INTERNATIONAL TRADE

Mr. OLmn. I would just like to say, Mr. Chairman, that earlier
this month, I appeared before the Senate Banking Committee,
pursuant to the President's nomination of me to be Under Secre-
tary. That statement contained what I believe are my qualifica-
tions for the job, and the program that I would like to pursue in
the International Trade Administration.

Subject to your agreement, I would like to make that a part of
the record of the Senate Finance Committee.

The-CHAIRMAN. That will be made a part of the record.
[Material to be inserted.]

STATmNT OF LIONEL H. OMwU, UNDER SECRErARY 'FOR -NTERATIONAL TRAD.
DESIGNATE, U.9. DEPARTMENT OF COmmexcs

Mr. Chairman, Senitors, I am deeply honored to appear beforeYou today to solicit
your confirmation uf me as President Reagan's selection to be Under Secretary of
Commerce for International Trade.

Having read the legislative history associated with the establishment of this
position having worked with people in and out of government during the time the
reorganization plan which created the post was being written; and having had
numerous occasions in the past four years to call upon the Department of Com-
merce for assistance, I am properly respectful of the enormity of the tasks which lie
ahead if I am confirmed by the Senate for this job.

You have been provided with my detailed biography and so.I propose to simply
outline my recent experience which I believe contributes most directly to my qualfl-
cations for this assignment.

From 1977 until two month ago, I, Wo*ed for Motorola Inc., a leading U.S
manufacturer and exporter of communications and electronic equipment. My re'
sponsibilities as Director of International Programs involved the developmen, and
implementation of trading opportunities primarily with Japan, and to a subordinate
degree in West Africa and Latin America. This involved frequent travel apd discus.
sons with U.S. Foreign and Commercial Service, and foreign govefnmentnas wel as
private sector representatives. I also participated in the process of advising V.S.
Government officials relative to the Multilateral Trade NegoiUations and provided'
legal advice relative to industry efforts to seek relief from injury due to imports. I
analyzed and wrote for the corporate leadership my assessments of busines opportu-
nities vs. risks in many countries of the world and was privileged to lead tbe
Company's efforts over a 2-year period to penetrate the Japanese public telecommu-
nications market-to the best of my knowledge thefirst maor such achievement by
a non-Japanese company.
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I believe that thew experiences In the immediate post four yers,, coupled with
the dedication to hard work that I know has been part of my entire profsional life,
will make it possible for me to advance the objectives of the International Trade
Administration.

The data is well known and I believe argue persuasively for a concerted US.
Government supported major effort to do a better job at exporting U.S. goods and
services and to watch carefully lest our open market system which is so attractive
and indeed esential to our competitors, be abused. Starkly put, many of our
industries have become les competitive relative to some of our significant trading
partners. By "competitive" I mean price, technological uniqueness, service, quality,
marketing , v!enes and terms of finance.

Most eSolly,- by way of contrast, in Japan there is a clear recognition that
control of major, future world markets will be heavily dependent on supremacy in
high technology and as a consequence there has developed a consensus, a "comity"
if you will, b tween government, business, labor and academia that a program be
implemented to assure preeminence within the next decade in the knowledge-
intensive sectors.

The President's entire economic program is directed towards increasing invest-
ment and accordingly, our competitiveness. Implementation of this program will go
far to improve our trade performance. Put there are barriers to exporting even
highly competitive goods, and unfair trade practices can threaten even competitiveus . industries. -

If conrrmed, my program for ITA would involve five major areas.
1. Vigorous implementation of the various codes under the multilateral treaty

negotiations which, I believe, represent a commitment by the government to the
private sector.

2. Creative promotion of exports, especially greater efforts to involve small and
medium size businesses in these opportunities.

3. Careful monitoring of imports relative to enforcement of our trade laws.
4. Identification of industrial sectors of critical importance whose real or threat-

ened decline should spark imaginative counter efforts by business working in con-
cert with the government.

5. Effective management of export control policy.
The fifth program area, that of proper administration of our export control

system, will not in the short run contribute to improving our trade imbalance but it
is essential for our national security, on which all else ultimately depends, and I
would intend to pursue this with equivalent vigor.

I welcome your questions.
The CHAIRMAN. I assume you have discussed possible conflicts of

interest with the committee's chief counsel, Bob Lighthizer.
Mr. OLMER. Yes, sir.
The CHAIRMAN. Is there any reason you know of that would

preclude you from serving in the office to which you have been
nominated?

Mr. OLum. No, sir.
The CHAIRMAN. I have a number of questions the staff has sug-

gested and which I have gone over. I am not certain whether you
ave been notified of the questions. Let me see if there are some

here that you might want to comment on at this time.
I think one matter that concerns some of us in the Finance

Committee and probably other Members of Congress and the public
generally is that there has been some conflict on the auto import
question in particular on who speaks for the administration. Every-
body I can think of has spoken for the administration on auto
imports, at one time or the other, Transportation, State, Corn-
merce, STR and probably others that do not come to mind, every-
one but the Secretary of Agriculture.

How doyou view your relationship to other agencies responsible
for trade ffinctions and what steps do you intend to take to see that
this administration has not sent conflicting signals on trade issues?

Mr. OLMER. Mr. Chairman, the question of who makes and im-
plements the trade policy in the Reagan administration is one that

80-479 O-81--2



6

has oonoerned and has been addressed by several ranking people in
the Cabinet.

It is my belief that the under ding are pervasive with re-
spect to the automobile issue mentioned at the outset. The Departm
ment of Commerce will implement the President's program to re-
store competitiveness to the U.S. industry. That does not Ouggest,
however, that the U.S. Trade Representative, Ambassador Brock,
has any les responsibility as contained in the Trade Agreements
Act of 1979 and the reorganization plan for formulating trade
policy with the President's approval and for implementing trade
policy in concert with other interested agencies in the Government.

I see no inherent conflict or reason why there should be any,
between the various elements of the administration that have re-
sponsibility in different areas for our trade interests.

The CUAM . A question of interest to Senator Heinz and
others on the committee, would be do you believe the trigger price
mechanism is functioning to prevent the dumping of steel in the
United States?

Mr. OLM R. The trigger price mechanism, Mr. Chairman, was
implemented to avoid injurious dumping of steel into the United
States, It is an early warning system which enables the De-
ment of Commerce to initiate investigation whenever steel is sold
at less than the established trigger rie .

In a program as complicated and as comprehensive as the triger
price system, it is inevitable that there will be attempts to avoid itsapplication. • "We are aware of that potential and are prepared to take unilat-

eral action, even prior to an allegedly injured U.S. steel manufac-
turer bringing a petition. We can initiate on our own volition
investigations pursuant to the trigger price system and I think we
will be seeing that in the very near future.

The CHziU". Along with the question on Japanese import,
some of us have been meeting with representatives of the Japanese
Government and have stressed the fact that it is very difficult to
penetrate Japanese markets, whether it is beef, orange juice, or
whatever.

They have resisted efforts in the past to open markets to foreign
products by warning that the ruling coalition is a fragile one, and
any major penetration of any sector of the Japanese market,.
whether it.is beef or anything else that might cause a part of the
ruling coalition to draw support and thus destroy the coalition.
Some of us do not believe that is a good reason for the United
States to continue to go easy on its demands for trade reciprocity.

What is your response to such an argument? I have, raised it a
number of times in discussions on auto imports, but they do not
respond to the question.

Mr. OMm. I can't give you an administration position, but if
you will allow me to give you my personal view, Mr. Chairman, I
would be delighted to.

My assessment of the situation is based on several years' effort
at penetrating the Japanese market and several additional years as
a student of Japanese affairs. I don't accept the premise :jat the
ruling Government is a shaky one. Prime Minister Suzuki has
garnered adequate support across a wide spectrum of the various
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parties that make up the Japanese political system and I view it as
a working democracy.

Even if I did accept the premise, it would not be sufficient
rationale for me to accept it as a reason for us to back off on
seeking reciprocity and equivalence of access.

The CawAbMA. I appreciate that. I know It is difficult but it
seems to me when we view it in the content of the auto import
question-and I am not certain I favor the. bill that is pending in this
committee-the Japanese should address some of our concerns.

I am advised that since 1968 we have conducted five national
export drives designed to demonstrate our national exports. During
that period of time, our trade account has gone from $5.8 billion
surplus to a deficit of $24.4 billion last year.

Our market share in world trade has dropped from 25 percent to
17 percent in the period of time from 1950 to 1970 and down to 12.2
percent in 1980.

Obviously, something is not working. Given the proposals that
came out of the last administration's report on export incentives
and disincentives and the current desire in the Congress to try to
address these problems, do you have any suggestions on what
might be the most productive way to turn the trend around?

Mr. OLmzR. Mr. Chairman, before responding directly, I would
like to comment on your introductory remark in this regard..

The phenomenon that is especially striking is that among those
five export studies that were mounted by the Government, there
was one done in the White House, I believe in 1967, a time when'
we enjoyed a rather substantial trade surplus. The study identified
only two disincentives to export of any significant Proportion.

Now we have a trade deficit approaching $30 -billion. A White
House study last year identified over 15 significant export disincen-
tives. Not only are we studying the problem to death, we are acting
in a way which is having a negative imp act on our trade balance.

There are a number of programs which we have i mind to
initiate in the Department and a number of programs which have
been initiated that I think have a lot of promise.

One Of them is the Foreign Commercial Service which wbs given
birth in the trade reorganization of a year ago. To measure the
performance of the Foreign Commercial Service against export
sales is something that has never been attempted before. I would
like to implement just such a system as soon as possible.

Also, in the U.S. Commercial Service, we have several hundred
qualified people in the United States available to American export-
ers and to U.S. businesses which could be exporting. We need to
educate them better; we hope soon to have an export trading
company act that will enable us to pursue a more vigorous pro-
gram in that regard. We intend to have the commercial officers in
the United States out on the road as marketeers two-thirds of the
time And imthe office one-third of time, a near reversal of the past
trend.We do have a number of vigori Programs to get people mo ving
in a way which, wiil unable us to measure bnw good or how ineffec-tive they and the pr have been. -

We have other mechanisms that You may be aware of to improve
the speed with which we can receive tender offers from forefpgi
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governments, translate. them and turn them around to companies
that might be competitive. This is particularly Important in the
implementation of the MTN, specifically, of the Japanese effort at
abiding by the Government procurement code.

There are several billions of dollars worth of exports involved
and there is no good reason why a significant portion of that
annual procurement could not be won by U.S. companies.

I have a deep personal commitment to seeing to it that we
vigorously implement the Government procurement code and other
codes under the MTN. I believe that American business can per-
form, that it really wants to, and -that Government has a unique
role to play -in encouraging them and supporting them.

The CHAMRMAN. Will that include active and useful consultation
of the private sectors required by the Trade Act of 1974?.

Mr. OLMziR. Yes, sir. We have nearly 500 private sector repre-
sentatives organized into nearly two dozen committees known as
Industry Sector Advisory Committees.

We have inherited this organization and I am not yet persuaded
that it is the most effective mechanism for pooling the talents and
expertise available in the private sector. But, as someone who came
to the Government from the private sector and participated in that
ISAC process, I know it isn't all bad either. The private sector gets
a lot of good opportunities to influence the Government and I
think the Government was both responsive and of significant
value.

I want to take a careful look at it, and perhaps restructure it in
some modest way. We will make great use of that resource.

The CHAIRMAN. Finally, we have had expressions of concern by
some of the major aircraft manufacturers. Most of the major air-
craft manufacturing nations in the free world have signed the Civil
Aircraft Agreement as part of the MTN. What are your views
regarding the sale of aircraft and aircraft products in the United
States by nations who have declined to sign this agreement or are
not complying with its provisions?

Mr. OLMzR. There are several nations who have not yet acted on
that code, nor, as I believe you indicated earlier, on the principle of
reciprocity. I would have to take a careful look at the individual
cases because there may be overwhelming equities on the other
side, but with regard to a couple of nations which have not yet
indicated a willingness to abide by the code, I think we ought to get
tough with them.

The CHAIRMAN. There are a number of proscribed types of unfair
trade practice by signatories such as embargoes, tariffs, and gov-
ernment supported financing policies and subsidies which enable
the foreign manufacturers to compete unfairly in the U.S. market.
place.

Again, this is particularly evident in the aviation competition. If
you are going to have a major responsibility for forcing the trade
agreements, I would hope you would keep this in mind. Also, we
need to protect our U.S. aircraft manufacturing interests against
any unfair practices. Do you share that view?

Mr. O1Mmt. Yes, sir, I do indeed.
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The CHm RuM . Have you any other statements you would like to
make for the record? We will make that other statement part of
the record made before the Banking Committee.

Mr. O Mu. In the business world, when" you have made a sale it
is time to get off the court, if that is not mixing metaphors, Mr.
Chairman. So, if you have no further questions, I will leave the
court.The CHAIRMAN. I have no further questions. It may be that we
will want to submit a question or two in writing. The record will be
kept open in the event that other members of the committee would
like to address a question in writing and hopefully we can act on
your nomination next Tuesday in a full committee and later in the
week, the Senate floor.

MrrOLMER. Thank you, Mr. Chairman.
Question. Section 777 of the Trade Agreements Act requires that a subsidies

library be established as a source of information to help American industries,
particularly small business, determine whether harmful import competition is being
caused by subsidy practices abroad. Has the Commerce Department established a
subsidies library? What are your intentions with respect to this statutory require-
ment?

Answer. The library does not yet exist. While I have no bias against its creation
and no intent to avoid the Trade Agreements Act of 1979, which requires its
establishment, I am not sure that even if it were established it would really meet
the ends that the Act seeks. We will proceed with the requirements of the Act and-I
will look at the utility of the library very carefully and let you know my conclusions
and recommendations.

BIOGRAPHY OF LIONEL H. OLMER, NOMINEE FOR UNDER SECRETARY FOR INTERNA-
TIONAL TRADE, INTERNATIONAL TRADE ADMINISTRATION, U.S. DEPARTMENT OF
COMMERCE

Lionel H. Olmer was nominated by President Reagan as Under Secretary of
Commerce for International Trade on February 12, 1981.

From 1977 until his nomination, Olmer was Director of International Programs
for Motorola, Incorporated. At Motorola he was responsible for development and
implementaion of international trade strategies; he devoted particular attention to
the trade opportunities created by the Multilateral Trade Negotiation Agreements.
Partly as a result of his efforts, Motorola has become the first major U.S. high
technology manufacturer to penetrate the highly competitive Japanese public tele-
communicatiofis market. In Africa, Olmer assisted Motorola to succeed in markets
long dominated by French telephone equipment manufacturers.

Before joining Motorola, Olmer served for nearly five years on the President's
Foreign Intelligence Advisory Board, ultimately as staff director. The Board, estab-
lished by President Eisenhower in 1956, consisted of private citizens who advised the
President on the adequacy of U.S. foreign intelligence, including economic intelli-
gence.

Olmer holds a bachelor's degree from the University of Connecticut and a law
degree from the American University in Washington, D.C. He is a member of the
Connecticut and District of Columbia bars.

Olmer served as an officer in the U.S. Navy in assignments which included the
staff of the Chief of Naval Operations during the late 1960's. He is a graduate of the
National Defense University. Olmer is a member of the Board of Directors of the
International Rescue Committee and Chairman of its Washington Advisory Group.
The IRC is a voluntary agency whose purpose is to aid in the relief and resettlement
of refugees.

A native of Connecticut, Olmer and his wife, the former Judith Sayler of Port-
land, Oregon, live in Rockville, Maryland, with their two children.
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U.S. DEPAnTmT or CoMMzERC,
THE UNDER SEcRrrARY FOR INTENATi6NAL TRADz,

Washington, D.C., April 27, 1981
Hon. JOHN HEINZ,
Russell Buildin.
Washington, D.C.

Ds" SENATOR HEINZ: I am pleased to respond to the questions you have posed
relative to my confirmation hearings for Under Secretary for International Trade,,
Department of Commerce.

Over 60 percent of our imports of apparel come from Hong Kong, Taiwaa and
South Korea-three countries which are newly industrialized. Should not the rate of
growth of U.S. imports from these countries be limited to our domestic market
growth rate?

Hong Kong, Taiwan, and South Korea unquestionably are the most important
sources of supply to be addressed in the textile and apparel restraint prqam.
Negotiations are now being completed to reduce the export limits available to thee.
countries in sensitive categories in 1982. In my view, we have to formulate, negoti-
ate, and administer our textile and bilateral policy to be certain that apparel
imports from these countries do rot grow at rates that would disrupt our domestic
market.

The United States and China (PRC) signed a bilateral textile agreement last year.
Thus far, the U.S. Government has put only 10 of the 106 categories under quota
even though imports from the PRC are growing rapidly. What is your view about
these imports? Should we react more quickly to lmit these imports?

At present, five categories are under consultation for the establishment of import
quotas. We must take action to seek formal consultations with China whenever her
imports threaten to disrupt our market. I plan to give priority to constant, careful
monitoring of China's textile and apparel exports to the United States to be sure
that warranted actions to restrain these imports are taken as soon as possible.

The GATP Multifiber Arrangement or MFA provides for orderly trade in textiles
and apparel between low wage countries and the developed countries. How do you
believe the MFA should be strengthened in this year's renewal?

Our most Important priority should be to assure that a MFA-type mechanism
remains in place. Under U.S, law, this is necessary to allow us to establish and
administer restraints on imports of textiles and apparel into the United States
market. I plan to give personal attention to the development of our MFA policyin
consultation with private sector and Congressional leaders.

The European Economic Commu h taken and is considering further meas-
ures to try to limit U.S. textile exports to Europe. How do you anticipate dealing
with-this problem?

It is my understanding that recent decisions have been taken in Brussels and
London to forego any new restraints on U.S. textile exports to Europe. Should new
threats to our textile exports to the European Community arise, I believe we should
take quick and effective actions to protect our rights under existing international
trading rules.

One of our big problems in the textile trade area is the fact that even though
we've made bilateral textile agreements with our major suppliers, our government
has been lax in the past in enforcing those agreements. How will you address this
problem?

Although I have not had the opportunity to examine in detail the enforcement
practices used in pAst years, I do know that overshlpments of quotas in our bilateral
agreements have been virtually eliminated under the management and monitoring
system we are now using. Our bilateral agreements should be honored and enforcedand I will give priority to that goal.

In a letter to Senator Strom Thurmond during the Campaign, President Re n
supported a renewed and strengthened Multifiber Arrangement (MFA) for han
textile and apparel imports. How do you feel about renewal of the MFA? Do you
agree that it should be strengthened?

In that letter, President Reagan stated that the "MFA expires at the end of 1981
and needs to be strengthened by relating import growth from all sources to domestic
market growth." How do you see this being implemented? And what role do you see
your agency playing thni?

M.A renewal is essential if we are to maintain the ability, under present law, to
establish and enforce restraints on imports of textiles and apparel. To a significant
extent, we will be able to relate import growth to domestic market growth in the
renegotiation of our significant biliteral agreements, all of which expire during
1982. ITA will play a significant role in this complex renewal process since we have
the principal staf resources in the Government on textile and apparel import
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restraint operations and we also chair the Committee for the Implementation of
Textile Agreements.

The GATT Multifiber Arrangement was established to provide for orderly trade
in textiles and apparel between the developing exporter countries and the developed
importer countries. More than 60 percent of our imports of apparel come from Hong
Kong, Taiwan, and South Korea-countries which have moved from developing
country status to newly industrialized. With such a large volume of the market do
you believe that our textile and apparel imports from these three countries should
continue to grow at a rate far in excess of the one percent growth rate of our
domestic market? Should not the United States tighten its quotas for these three
countries by allowing lees growth than now permitted thus assuring a more proper
share of the domestic market growth to the United States industry as well as to the
truly less developed countries seeking U.S. markets?

If we are to avoid domestic market disruption, and provide room for smaller,
poorer suppliers, we must check the constantly expanding shares of our market
taken by Hong Kong, South Korea, and Taiwan. Not only will this be a major issue
during the MFA renewal negotiations, but it needs to be addressed as a central
factor in our strategy for renegotiation of our bilateral agreements with Hong Kong,
Taiwan, and South Korea in 1982.

The European Economic Community has taken a number of actions recently to
restrict our exports of textiles and apparel. Do you believe we should retaliate
against their exports when we believe their actions against us are unwarranted?

Should new EC restraints on our textile and apparel exports appear, I believe we
should give serious consideration to all available measures to defend against unwar-
ranted barriers to our trade, including retaliation against exports to the United
States from the European Community.

Sincerely,
LIONaL H. OL?,

Under Secre nary.Dei te,
International Trade Administration.

The CHAIRMAN. Marc Leland. Mr. Mehle you might as well come
too.

Mr. Leland has been nominated to be Deputy Under Secretary of
the Treasury for International Affairs and Rger Mehle, to be Assist-
ant Secretary of the Treasury for Domestic Finance.

Again, I would say for the record, that you have provided to all
members of the committee your biographic material. There are a
number of committee meetings going on at the same time this
morning, so you are in luck; I am the only one present. We have
also reviewed the financial disclosure forms and material filed with
the Office of Government Ethics.

Mr. Leland, have you discussed possible conflicts of interest with
the committee's chief counsel?

Mr. LELAND. Yes, sir, I have.
The CHAIRMAN. Is there any reason that you know of why you

cannot responibly serve m the office to which you have beennominated?

Mr. LELAND. No, sir.
The CHAImAN. Do you wish to make a statement for the record

at this time?
Mr. LELAND. No, I have no statement. It is an honor to be here

and I look forward to working with the committee.
The CHAIM AN. Have you had an opportunity to visit with mem-

bers of the committee?
Mr. LELAND. Just a few.
The CHni~mAx. It has been pretty difficult to find them in the

past couple of weeks. I am not aware of any questions any other
member of, the committee had asked me to address to you. Are
there any questions from any other members of the committee?
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Senator Grassley has no questions. The record will be kept open
if other members wish to submit questions in writing. If there are
none, we hope we can act on your nomination next Tuesday or
Wednesday and get it on the Senate floor as quickly as possible. I
assume you would like to be confirmed.

Mr. LELAND. Thank you, yes.
RisUMi OF MARC E. LELAND

EDUCATIONAL AND PROFESSIONAL BACKGROUND

September 1978-January 1981: London Resident Partner with the law firm of
Proskauer Rose Goetz & Mendelsohn.

March 1976-September 1978: Senior Advisor, U.S. Delegation to the Mutual and
Balanced Force Reduction talks, Vienna, Austria.

February 1972-February 1976: Partner with law firm of Cerf, Robinson & Leland,
San Francisco, California.

June 1971-February 1972: General Counsel for ACTION (Peace Corps, Vista,
Foster Grandparents, Retired Senior Volunteer Program, Service Corps of Retired
Executives), Washington, D.C.

January 1970-May 1971: General Counsel, Peace Corps, Washington, D.C.
June 1968-January 1970: Faculty Fellow in Foreign and Comparative Law, Har-

vard Law School, Cambridge, Massachusetts.
1964-68: Associate and Partner with law firm of Cerf, Robinson & Leland, San

Francisco, California.
1963-64: Ford Foundation Fellow, Institute of Comparative Law, University of

Paris, Paris, France.
1963: School of Law, University of California, Berkeley, California, J. D. Bartley

C rum Scholar. Order of Coif, Research Editor, California Law Review.
1961: St. John's College, Oxford University, Oxford, England.
1959: Harvard College, Cambridge, Massachusetts, A.P.
1955: Lowell High School, San Francisco, California.
Mr. Leland was born on April 20, 1938, in San Francisco, California.

[Questions submitted by Senator Heinz and answers by Marc E.
Leland]

EXPORT LED GROWTH

Question. My predecessor as Chairman of the Subcommittee on International
Finance was fond of noting that the only Western Economies with both high growth
and low inflation were those of West Germany and Japan, who also were highly
successful exporters.

Do you subscribe to the belief that export-led growth is also likely to be less
inflationary growth and that it is a good model for the United States?

Answer. I believe it is more likely that relatively low inflation in Japan and West
Germany is what has led fundamentally to the successful performance of those
countries in export markets, not the other way around. The key to controlling
inflation rests on following appropriate monetary and fiscal policies. Whether
demand for production comes from external or internal sources is not really rele-
vant in assessing total demand, inflationary pressures, or the need for changes in
monetary and fiscal policy. Moreover, it might be noted that exprt-led growth has
sometimes occurred through maintenance of undervalued exchange rates, which
means implicitly that the domestic cost of imports is higher than it would otherwise
be and is therefore a source of inflationary pressure.

THE ROLE OF OFFICIAL EXPORT CREDITS

Question. What role do you believe official, fixed-rate, longer term export financ-
ing has to play in the overall export strategy of the United States Government?

Answer. The Reagan Administration believes that in general, trade finance
should be left to the private market. Government allocation of credit has the effect
of transferring resources from domestic sellers, or from non-favored exporters, to
favored groups of exporters or to importing countries. Such transfers do not neces-
sarily benefit the U.S. economy as a whole, and in fact may penalize efficient
producers.

Morover, government export credit program could not be big enough to have a
significant effect on the overall balance of payments except at a high budgetary
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cost. A much more powerful stimulus to export production (as well as to other
producers) can be achieved by general improvements in productivity and lowering of
inflation rates. That is what we have set out to do.

We see a limited role for government export finance of the kind you describe in
the following circumstances:

To remedy market imperfections. There are classes of transactions for which the
-z---capital markets may be unable to provide adequate funding. These might include

exports of large, expensive capital items requiring a lengthy period of manufacture,
or sales to certain countries such as some developing countries. In these cases,
prospects for U.S. exports could hinge on the availability of officially-supported
finance. I

To meet subsidized competition. Certain foreign governments are using extensive
systems of official financing as a means of stimulating their exports, rather than
relying on the more basic economic mechanisms being adopted by the United States.
These practices threaten to leave American exporters at a disadvantage in certain
cases. We therefore will use official credits as a weapon, where appropriate, to
encourae other governments to join us in eliminating these subsidies.

RESTORE EXIMBANK FUNDING?

Question. Secretary Baldridge is quoted in the Washington Post yesterday (April
22), promisin that he and other administration officials will lead a campaign to
restore Eximbank funding next year if the United States is unsuccessful in its
attempt to induce our OECD counterparts to reduce their export subsidies. Would
you be willing to join such a campaign?

Answer. I certainly would join in recommending ways to strengthen the U.S.
-brgaining position if the negotiations are not successful. Among the options that
should be considered are an increase in Eximbank funding, and creation of a fund
to enable us to match foreign subsidies-the "war chest" idea proposed by Senator
Heinz.

NEGOTIATING STRATEGY

Question. Turning to those negotiations-As you know, I have been very vig-
orously urging both the past and the present Administration to take a more aggres-
sive posture in dealing with our trade competitors within the OECD ... What is
your assessment of the plan I have laid out?

Answer. Senator, we in the Treasury, including Secretary Regan, are keenly
aware of the strong stand you have taken on this issue and are most appreciative of
the support you, Chairman Dole and others have provded for our negotiating
efforts. It is essential that the Executive Branch and the Congress work toward the
same objectives if U.S. policy is to be credible, and you have helped greatly to make
it credible.

We have been reviewing with the U.S. Trade Representative's office, the State
Department, and other agencies the actions you have suggested to lend teeth to our
negotiating effort. The status of that review is as follows:

Eximbank already has begun targeting its financing toward those transactions
where U.S. suppliers are in competition with the French. Specifically, we have

,--begn offering longer maturities where this might win a sale against French compe-
Stition. We already have won two sales in Mexico against French (and German and

Japanese) competition, and have bids outstanding in the Ivory Coast, Argentina and
elsewhere.

We are now reviewing the kinds of actions we might take in the GATT itself or
under the Subsidy Code. A U.S. delegation will leave for Geneva April 25 for
meeting of experts on the relationship of the International Arrangement to the
Subsidy Code. They also will be discussing the standing of the Aircraft, Nuclear
Power Plant and Tanker Standstills under the Code's subsidy commitments, among
other issues.

Your "war chest" bill is potentially one of the strongest weapons we could have in
these negotiations. We are reluctant to conclude yet that we will need it, since we
remain hopeful that progress can be made without such action. But if we do not see
acceptable results in timely fashion, we will be returning to Congress to make
recommendations on our next steps. Additional funding for Eximbank, and/or the"war chest" bill, would be high on our list for consideration.

__ -FOREIGN PERCEPTIONS OF U.S. POUCY

Question. The French and the Japanese are extremely sophisticated in their
analysis of Congress and its intereactions with the Executive Branch. Do you believe

80-479 O--81-3
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these tactics can be successful if the overall strategic picture remains clouded by
inadequate Eximbank funding?

Answer. For the present, we believe the funding levels we have posed for
Eximbank are adequate, with careful management, to permit it to doIts job of
complementing the market and meeting foreign competition. -We have learned
recently, for example, that U.S. exporters won two sales in Mexico against competi-
tion from France. We will continue to target the Bank's operations against cases
involving subsidized financing from abroad.

We are hopeful that these tactics will be sufficient to accomplish our purpose
within the budgetary limits we have proposed. But if events should prove us wrong
after a reasonable interlude, we will certainly consider what changes may be
required. We will consult closely with Congress at every step. In the meantime, the
continued strong support of Congress, as evidenced by these questions, is a great aid
to our negotiating efforts.

U.S. TRADE COMPTMIVENS8

Question. It has been predicted by many, including your predecessor C. Fred
Bergsten, that the new strengthened dollar will have an adverse effect on U.S. trade
competitiveness in the latter half of 1981. Do you agree with that assessment? Is
there anything that can be done to ameliorate the adverse effects?

Answer. Appreciation of a currency alone, of course, tends to reduce a country's
trade competitiveness. However, the exchange rate is only one determinant of
competitiveness, and it is important to look closely at the time periods involved
when assessing the significance of any particular exchange rate change. For exam-
ple, the appreciation of the dollar since late 1978 has been large, but that apprecia-
tion was from an extremely low-probably unsustainably low-level in the first
place. In part because of the very low levels reached by the dollar during the 1977-
78 period, U.S. exports grew at more than twice the rate of world trade during
1978-80, well above long term trends.

More generally, it is critical also to consider trends in productivity and in prices.
The Administration's program is dedicated to bringing inflation under control and
restoring the vitality and productivity of the U.S. economy. I have no doubt that
success in this program will contribute greatly to the maintenance of a strong and
sound U.S. competitive position in international trade.

The CHAIRMAN. Mr. Mehle, have you discussed possible conflictS
of interest with the committee's chief counsel?

Mr. MEHLL. Yes I have, Senator.
The CHAIRMAN. Is there any reason that you know of that you

cannot responsibly serve in the office'to which you have been nomi-
nated?

Mr. MsHLz. No; there is not.
The CHAIRMAN. Do you have a statement that you would like to

make for the record?
Mr. MEHL. No; I do not. Like Mr. Leland, I'm delighted to be

here and look forward to the opportunities, assuming a favorable
outcome here, for working with the committee.

The CHAIRMAN. Have you had an opportunity to visit with some
of the members?

Mr. MHLz. I have. I have visited with five or six members of the
committee over the last several weeks.

The CHAIRMAN. I have some questions Senator Byrd of Virginia
would like me to submit. You can provide the answers for the
record. Just glancing at the questions, I think they can be an-
swered rather quickly. If you could provide answers for the record
today or tomorrow, we will be able to act on your nomination, I
hope, early next week.

You frightened a lot of our savings and loan officers in Kansas. I
have been deluged with telephone calls and letters that you are out
to do in the savings and loan institutions, that you have a bias
against the industry. I believe other members have had the same
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sort of mail. If you could clear up the-origin of that rumor or state
for the record that you do ordo not have a bias, that would be
helpful.

Mr. Mos. I will be glad to state for the record that I certainly
don't have any bias against the savings and loan industry or any
other depository institution.

To the contrary, I think the industry is a very important seg-
ment of the financial institutions community. I really don't know
how these groundless rumors have gotten started, but I don't, as I
sa;h have any such bias.

The CHAmMAv.. You know that savings and loan associations are
having some difficulty these days. Have you given any thought to
what might be an appropriate Federal response to some of their
problems?

Mr. MmHL. Over the course of the last several weeks, members
of the administration, not only the Treasury, but representatives
from other Departments, have been carefully keeping up with the
situation in the savings and loan and the mutual savings bank
industries. -

The regulators, the FDIC in the case of mutual savings banks,
and the FSLIC, in the case of savings and loans-are very closely
watching and evaluating the industry situation. The Secretary of
the Treasury and other senior members of the administration are
concerned, interested, and would be prepared to take any appropri-
ate actions that seemed necessary.

The CHAIMN. You will have responsibility for overseeing Fed-
eral credit programs. The growth in those off-budget programs
have been roundly criticized by the President. Do you have any
efforts planned to redirect the growth in the Federal credit pro-
grams? Is that a priority?

Mr. Mw;n. Well, it is a ve _important priority to the adminis-
tration. That's for certain. I think the Office of Management and
Budget, working together with the Treasury, will be keenly inter-
ested in the programs which, in effect, are fianced off-budget, but
which impose the same kinds of financing requirements on the
Federal Government that on-budget programs impose. The review
process which has taken place in connection with the submission of
the President's proposed 1981 budget amendments on March 18'
addressed off-budget programs. a wls te tnfu

I am sure that in e near future as wel as m te dstant ftre,
the Treasury, the Office of Management and Budget and agencies
whose programs give rise to the off-budget financings will be
making every effort to insure that credit allocation process does
not, on the one hand, swamp the normal market allocation process
and, on the other hand, does not improperly withhold credit from
borrowers whose entitlements are deemed to be in accord with
administration initiatives. This is an issue which has gotten a great
deal of scrutiny by us and others.

The CHAiRmAN. As I understand it, you are also responsible for
advising the Secretary on Federal loan policy, particularly the
Chrysler loan guarantees. Are there any new developments in that
matter?

Mr. Mkmu. Well, I know you and other members of the Finance
Committee are aware, Mr. Chairman, that on February 27 the
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Chrysler Loan Guarantee Board approved the issuance of $400 mil-,
lion worth of obligations guaranteed by the Federal Government,
These moneys have been used by Chrysler.

In the course of time since February 27, when a fairly full review
of Chrysler's prospects took place, the company has largely exceed-
ed expectations in both its sales and in its market penetration.

Additionally, the company's cash balances have been larger than
they wore projected to be as of February 27 for the period to date.

Chrysler s long term prospects, of course, await man events.
The Loan Guarantee Board did, however, find that Chrysler had a
reasonable prospect of viability on the basis of the financing and
operating plans that were presented on February 27.

Much does depend on Chrysler management's ability to cope
with the problems presented to it. There are some exogenous fac-
tors, over which neither Chrysler nor-any other automobile manu-
facturer has control, that will be very important in the months to
come-principally, the interest rate climate, which affects not just
the automobile industry, but many others as well.

We would like to see Chrysler and the other members of the U.S.
automobile industry prosper. The President's economic program,
we believe, is very important in its implementation to effect the
environment which wil enable industry to prosper. We look for-
ward to that program's being put into place.

The CHAIRMAN. Many Americans are concerned with the increas-
ing foreign ownership of U.S. Government obligations. Could you
state for the record how serious a problem this may be and what, if
anything, should be done about it?

Mr. MmHuz. The amount of obligations that foreign holders now
have is approximately 10 to 15 percent of the total Federal debt
outstanding which the Treasury does not regard as an alarmingly
high level. The debt is not concentrated in the hands of any partic-
ular country and therefore we, generally speaking, are not uncom-
fortable with the situation as it exists.

I think the purchase by foreign governments of U.S. debt obliga-
tions may in fact be regarded as a vote of confidence in the econo-
my and the security of the United States. To have access to those
buyers is not a bad thing; it is a good thing.

On the other hand, if it seemed that there were an undue con-
centration of securities in the hands of one particular government,
that might give some cause for alarm, but that is not the case. I
frankly don't visualize it as ever being the case.

The CHAUIMAN. Mr. Leland?
Mr. LsLAND. I would agree with him. There is nowhere near

that. The situation is, as Roger said, between 10 to 15 percent at
home and abroad. Of that, that is pretty well disbursed also.

There is nobody who has more than a quarter of that. The
largest is Germany, with approximately 2 percent, then Japan
and the OPEC nations as a group, down around 1.7 percent. As
long as the volume of foreign investment is at these low levels, you
just have to let the market take its course.

The CHARMAN. Mr. Leland the Domestic International Sales
Corporation provisions of the Code were enacted to promote U.S.
exports. In 1976 the Congress cut back the favorable DISC provi-
sions to apply only to increases in a company's exports. Do you
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know whether or not the 1976 limitations limited the revenue loss
due to DISC withoutt stifling U.S. exports of adversely affecting the
balance of payments?

Mr. LELAND. Well, we are now of course, doing a study of DISC
itself. I guess it is always studied. We have a problem with DISC
because of its relationship to GATT and the objections to our use of
DISC.

It is one of the hardest things to do to determine exactly what
the DISC does for exports. I have seen figures that indicate that we
experience a revenue' loss of $1 billion for only $2 billion of in-
creased exports. That would be a bad deal.

I have seen other figures, however, which indicate that DISC
leads to an increase in exports of up to as much as $7 billion. We
are trying to get a handle on how useful DISC is as well as what
should be done about it. At this stage it i pretty hard to say. I
think what we would say is that the 1976 change has made a
substantial difference.

The CHAIRMAN. In your position, you will be responsible for
Treasury's international moneta%-y policy, Mr. Leland. As domestic
interest rates fall,' as we hope they will, the Treasury and the
Federal Reserve traditionally have acted to support the dollar
abroad. In some oases, this has tended to hurt U.S. exports. Do you
know what "r66 the administration might plan to maintain' the
value of the dollar abroad?

Mr. LULArn . I think basically the concept of this administra-
tion-if it can be stated in a sentence--is to return to the funda-
mentals, in so far as you can let the market take its course. We
feel it is better than having the Government trying to find a so-
called right rate. Obviously, in cases of emergencies or extreme
situations, there will have to be a certain amount of intervention.
Basically, we feel the market can handle it and that everyone will
benefit by that.

The CHAIRMAN. I am not aware of any other questions that other
members of the committee may have, but the record will remain
open for other questions and for those difeted by Senator Byrd to
Mr. Mehle. t SB

If there are other questions submitted, you may answer them in
writing for the record. If there are no further questions, we hope to
take action on your nominations early next week. Are there other
statements you would like to make at this time?

Mr. MmLB. I have none, Mr. Chairman.
Mr. LELAND. I have none, Mr. Chairman,
The CHAIRMAN. Thank you very much.
Mr.' Mrnuz. Thank you.
Mr. LLMND. Thank you.
The CHA;RMAN.' The committee will stand in recess until tomor-

row morning at a subcommittee hearing at 9 a.m.
[The hearing adjourned at 9:37 a.m.]
[The following was received for the record:]
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ASSISANT SUcRETAy oi TIER T'RUAmUy FOR lDoM55Tc YbNAN

SENATOR BYRD'S QUTIONS

Question. Some contend that the present earnings crisis in the savings and loan
business is the result of poor management by savings and loan operators. Do you
agree?

Answer. The present earnings problems of savings and loan associations are the
resVIt of excessive inflation and exceptionally high interest rates. Savings and loans
have more deposits with interest rates that vary with market rates relative to total
deposits than they have variable rate mortgages relative to total loans. Most of their
mortgages have fixed rates that were set when the mortgages were made years ago
often at interest rates well below current rate levels. As a result, when short-term
interest rates are above the average fixed rates for loans in their" portfolios or just
above current long-term rates on new mortgages the institutions are paying more
for their deposits than they are earning on their loans, which means they are
operating at loss.

There kre Undoubtedly a wide rangd of managerial talents in the savings and loan
industry as in any other industry, but managerial skills could not greatly alter the
adverse impact of high inflation and high interest rates on the industry.Question, If, because of recent dramatic changes in market condition, law and
regulations, the savings and loan business was slowly phased out of existence, who
would fill the vroid and finance the housing needs of America?

Answer, First, let me state clearly that I do .not anticipate any phasing out of the
savin gs and loan industry: A 1ess restricted industry may do additional types of
business, but I expect savings and loan associations to remain a major factor in

ng finance. However, other organizations-commercial banks, insurance com-
es and pension funds-may be competigmore to finance housing if mortgagemXrunents with interest rates variable with market rates be me icreaingly

popular, so that mortgage loans compete more effectively With other types of long-
term investments. I I I ;

Still, these instruments should be most useful to traditional lenders to housing
who have the infto-structure in place to deal with home builders and home buyers.A.ving nd loan associations should be able to retain their important role whether
or not other intermediaries play a larger part in home lending to the benefit of
housing,

Question, Do you feel that our current housing problems are a result of too much
government housing assistance and, in the future, such housing assistance should be
curtailed,.

Answer. Our current hos problems are not the result of too much government
assistance. They are the result of excessive inflation which is raising the cost of ahome beyond the reach of the average American. It is also keeping interest rates so
high that -thriftI institutions cannot afford to make home loans and home buyers
cannot afford to borrow the money needed to purchase a home. As I indicated
previbouly, I expect the President's economic program to reduce inflation and lower
interest rates which should greatly assiat housing and all other sectors of our
economy.

As part of the effort to. reduce the contribution of government spending to
inflation some reduction in housing assistance may be necessary.

Question. Some people have suggested that thrifts be able to sell their below.
market loans at par and allow the buyer to recognize the tax loss due to the
discount from lar. Do you have any idea the size of the tax loss from this type of
activity? What if you stretch the loss over a ten-year period?

Answer. The thrift industry has outstanding about $102 billion of mortgage loans
with fixed interest rates of 8 percent or less. If we assume a 50 percent discount
from the current average mortgage rate of about 14 percent, the total loss due to
the discount would be a roximately $50 billion. If the loss were spread over ten
years it would be about $5 billion per year.

Question. In 1978, the IRS reduced the loss carryback benefit of savings and loan
institutions. Should savings and loan associations be able to fully charge their loses
against taxes paid in prior years? Do you know, or could you tell us, what this
would Cost?

Answer, The Administration is examining this proposal along with other tax
approaches to amisting the thrift industry, but no decision has been made regarding
tax policies affecting thrift institutions.

The savings and loan industry reported a net profit in 1980. This was based on
gross income exceeding gross losses. To discover which firms reported loos would
require a company by company examination which could take time. Similarly, we
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are not able to make a meaningful loss estimate for this year without some idea of
what losses were in 1980.

SENATOR RmOT s QUWIONS
• Question. Do you believe that today's specialized financial institution;, i.e., savings

and loan associations and mutual saving banks, will have a role to perform in our
future unregulated financial system? Is homogenization of our fnancial system the
answer?

Answer. I would definitely expect specialized financial institutions to have a role
in any future "unreg ted" financial sstem. Specialization might be by choice
rather than dictated bY government restrictions or incentives but specialization has
its own advantages. Many companies in our economy speialize fully or in part aad
I would exPect financial institutions to do so. Given the long experience and well
developed infrastructure of many traditional financial institutions in certain types
of business, they should have enormous advantages continuing to focus their efforts
on those activities.

Question. The Depository Institutions Deregulations Committee (DIDC) was cre-
ated last year for the express purpose of gradually deregulating interest rates as
new lendng authority for thrifts was phased in over a six-year period. Do you
believe the DIDC acted properly by deregulating interest rates before the new thrift
powers had been implemented (interest checking, consumer lending, expanded real
estate lending, etc.)?

Answer. It would have been desirable if the DIDC could have expanded the
industry's asset powers, particularly some liberalization of the restrictions on mort-
gages whose interest rates vary with market rates, but the Committee does not have
authority over asset powers. The Federal Home Loan Bank Board on April 28 took
such action with regard to variable and roll over rate mortgages. This should enable
thrift institutions to have more balanced rate sensitivity on both the asset and
liability sides of their balance sheets.

Question. Do you believe we have too many institutions in our financial system? If
so, what do you propose to reduce that number? What number of savings and loans
should be permitted to survive? , o I

Answer. The question of "too many" or "too few" financial institutions is a
subjective matter. Rather, the fundamental question is whether or not we have an"optimal" number of financial institutions and the answer to that will be forthcom-
ing only in a free-market environment. .

Conceptually, at least, when the barriers to entry and exit are not significant and
firms are otherwise free in their decision-making, the competitive interplay of the
market will yield a relatively stable number of efficient producers. If economies of
scale are noteworthy in an industry the optimal number of firms may be few, and
vice-versa.

Currently, we have in the neighborhood of 40,000 depository institutions alone,
operating within a heavily regulated environment. This regulation starts with
entry" and extends on through to service powers, pricing, facility locations, and so

on. It has been argued frequently that such all-encompassing relation has served
only to subsidize a more-than-optimal number of institutions- too many"--at an
excess cost to the public. If this is true, then any program of deregulation will lead
to fewer financial institutions but more efficient financial markets.

Nevertheless, it is worth remembering that not long ago airline deregulation was
expected to appreciably decrease the number of firms. But just the opposite hap-
pened in response to market dynamics and the resulting opportunities for specializ-
tion. In a like manner, I suspect that derewulated financial markets will leave
ample room for substntial numbers of specialized institutions.- -

Qu=tio). The Carter Administration submitted to Congress last December a
report on interstate branching which in effect said that the McFadden Act and the
Douglas Act should be consigned to the Smithsonian along with other once useful
but now antiquated laws which line its shelves in exhibits. Do you share this view,
will you recommend that Congress lift in any fashion the restrictions by Douglas
and McFadden? I

Answer. The Administration has not yet taken a position on the question of
interstate banking. I hope that we will be able to examine this issue with the
Congress at a later date.

Question. Many of my colleagues in Congress are troubled' by the battle between
financial institutions and the money market funds. Financial institutions and the
money market funds. Financial institutions want more control over the funds; while
the funds and their customers say that they are simply filling a gap which high
rates, accompanied by ceilings on Interest rates, are producing. Whit is your view?



20

Do you believe that any restraints-supervisory, investment or otherwise--should
be placed on the funds?

Answer. The Administration has been reviewing this issue and I expect the
Secretary of the Treasury will address the issue at the April 28 hearing of the
Senate Banking Committee on the condition of the financial markets.

Question. You are from the securities business and are certainly aware of the
growing problem between financial institutions and the money market funds. Do
you believe you will be able to make decisions and recommendations concerning
these problems in an unbiased manner?

Answer. I do not believe my former work in the securities industry will cause me
any problems in dealing with issues relating to conflicts between financial institu-
tions and money market funds. I will make every effort to consider issues affecting
the securities industry or any other industry or the public on their merits. In
addition, there will be several other officials at the Treasury Department participat-
ingin any major policy decisions and most of them have backgrounds in industries
other than the securities industry. Some, in fact, have worked for financial institu-
tions.

BIOGRAPHICAL SKETCH OF ROxRa WILLIAM MmnL2, JR.

Born: December 28, 1941 Long Beach, California.
Address: 310 East 70th Street, New York, New York 10021 (Home); Dean Witter

Reynolds Inc., 130 Liberty Street, New York, New York 10006 (Work).
1947-53: Attended public and parochial elementary schools in California, Florida,

Maine, Penndylvania, and Washington, D.C.
September 1953: Entered seventh grade of Georgetown Preparatory School, Rock-

ville, Md. spending the next six years as a day student and boarder.
June 1959: Graduated from Georgetown Preparatory School, first in the class for

five out of six years and first in the graduating class of 43 for the six year course.
July 1959: Entered the U.S. Naval Academy, Annapolis, Md., as a principal

Congressional appointee.
June 1963: Graduated with a Bachelor of Science degree from the U.S. Naval

Academy standing 243 out of 887, and commissioned as Ensign, U.S.N.; selected for
the Navai Nuclear Power Program by Admiral H. G. Rickover.

February 1965: Upon graduation from intensive theoretical and practical nuclear
power training, assigned to the commissioning crew of the nuclear submarine U.S.S.
Lewis and Clark (SSBN 644) as a Lieutenant (junior grade).

1965-67: Served in various division officer and department head billets on board
Lewis and Clark in shipyard construction phase, sea trial and shakedown operations
and for two Polaris deterrent patrols; stood watch As Diving Officer, Engineering
Officer of the Watch and Officer of the Deck; Qualified in Submarines and promoted
to Lieutenant, U.S.N.

September 1967: Assigned as Chief Engner of nuclear submarine U.S.S. James
K. Polk (SSBN 645), third officer in eligible year group of approximately 350 to be
qualified as such and first to be so assigned.

1967-69: As Chief Engineer of James K. Polk, was responsible to the Commanding
Officer for the safe operation and maintenance of the nuclear power plant and all
main propulsion and auxiliary systems of the ship, as well as the proficiency of all
engineering watch standers; ad administrative and operational responsibility for
five officers and fifty enlisted men in the Engineering Department; acted as chief
Engineer for four Polaris deterrent patrols in the north Atlantic.

August 1969: Resigned from U.S. Navy, having declined Secretary of the Navy-'s
offer of immediate promotion to Lieutenant Commander and bonus to remain;
accepted commission as Lieutenant, U.S.N.R.

December 1969: Began employment with The First Boston Corporation ip its
professional training program.

January 1970: Began course of night study at New York University Graduate
School of Business Administration.

September 1970: Upon completion of training program at First Boston joined a
group of two people to create a "Public Finance# department at the firm. his group
was to be responsible for all Federal Government and Federal Government guaran-
teed negotiated financings, as well as for all state and local government and corpo-
rate negotiated financings in the tax-exempt market place.

September 1972: Began course of night study at Fordham University School of
law.

October 1972: Graduated "with distinction" from N.Y.U. Business School with a
Master's degree in Business Administration, first in a class of 181 day and night
students; received class prize for overall excellence and for excellence in the finance
curriculum. .
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October .1975: Named Co-Head of the Public Finance Department at First Boston.
May 1976: Graduated from Fordham Law School with a Doctor of Law degree,

43rd in a class of 294 day and night students; received class prizes for excellence in
Criminal Law and Commercial -Paper; elected to membership of Fordham Law
Review.

1970-78: While attending night school continually for six and one-half years, I had
major responsibility for the development and implementation of the policies of the
Public Finance Department and the solicitation and execution of its financing
business. I was the principal organizer and recruiter for the department and its
main financing technician as well. In rapid course, I was promoted through the
ranks of Assistant Vice President and Vice President at a rate unprecedented as of
then. Under my administration, the Public Finance Department grew to approxi-
mately twenty-five professionals and to preeminence in the Wall Street community.
The diverse clients for which my group and I designed financings during this time
include the Farmers Home Administration, the Federal National Mortgage Associ-
ation, the Government National Mortgage Association, Intermountain Health Care
(the largest not-for-profit hospital system in the U.S.), the Louisiana Offshore Oil
Port (a consortium of five major U.S. oil companies), the Municipal Electric Authori-
ty of Georgia (one of the country's premier 'public power" organizations), dozens of
investor-owned electric utilities and major industrial corporations and a number of
savings and loan associations-virtually every kind of entity that borrowes money
in long-term capital markets.

June 1976: Elected to Board of Directors of The First Boston Corporation.
May 1977: In addition to other duties, selected to staff, develop and head First

Boston's mortgage-related securities program, a major business initiative of the
firm. This entailed solicitation of commercial banks, savings and loan associations,
mortgage bankers and mortgage insurers as well as major institutional investors.

January 1978: Named Senior Vice President of First Boston.
February 1978: Named Chief Administrative and Financial Officer of First Boston

and appointed to twelve person Operating Committee which governed the firm;
responsible for the Accounting, Data ,Processing, Operations (securities handling and
cashiering), Personnel and Tax Departments of the firm, as well as fbr the firm's
short and long term financing needs, foreign exchange exposure, real estate activi-
ties and administrative oversight of its investment in Credit Suisse-First Boston, a
European subsidiary. After approximately eight years with First Boston and no
prior business experience or training, I was among the four or five people running
the firm.

'January 1979: Resigned from First BEton; accepted retainer proffered by the
Securities Industry Association, the national trade organization of securities firms,
to act as a consultant on the subject of commercial bank securities activities.

March 1979: Joined Dean Witter Reynolds Inc. as a Senior Vice President and
member of the Board of Directors to head (and "turn around") the firm's Public
Finance Department, a group of approximately twenty finance professionals with
the same general business purpose as that of First Boston's Public Finance Depart-
ment.

December 1979: Chosen as Chairman of the Municipal Finance Committee of the
Securities Industry Association and elected to the SIA Board of Directors and
Executive Committee. In the role as Chairman, I preside over and coordinate a
group of approximately forty senior securities industry representatives in an effort
to educate federal and state legislatures as well as certain federal agencies on the
securities activities of commercial banks.

March 1979 to present: During the twenty months of my responsibility for Dean
Witter Reynolds' Public Finance Department, I have turned over about half the
staff I inherited, recruited an equal number and reorganized the group. In conse-
quence, the firm's Public Finance market share has improved dramatically, increas-
ing from thirtieth to tenth in the industry.

Professional and Community Affiliations: Member, New York Bar; member,
American Bar Association; trustee, New York Shakespeare Festival; member, Na-
tional Advisory Council, Georgetown Preparatory School.

Social Affiliations: Member, New York Athletic Club, The Recess, Naval Academy
Alumni Association of New York, New York University Alumni Association.

Other Information: Lieutenant Commander, USNR-R; selected to appear in 1981
edition of "Who's Who in America".

Hobbies: Squash, Jogging, Golf, Opera.
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NOMINATIONS OF RAYMOND J. WALDMANN TO
BE ASSISTANT SECRETARY OF COMMERCE,
JOHN A. SVAHN TO BE COMMISSIONER OF
SOCIAL SECURITY, AND DORCAS R. HARDY TO
BE ASSISTANT SECRETARY OF HEALTH AND
HUMAN SERVICES

TUESDAY, APRIL 28, 1981

U.S. SENATE,
COMMITrEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to notice, at 10:15 a.m., in room

2221, Dirksen Senate Office BUilding, Hon. William-VW Roth, Jr.
(acting chairman) presiding.

Present: Senators Dole, Roth, Grassley, Bentsen, and Bradley.
[The committee press release announcing the hearing follows:]

(23)



24

Press Release #81-124

PRESS RELEASE

FOR IMMEDIATE RELEASE UNITED STATES SENATE
April 16, 1981 COMMITTEE O FINANCE

2227 Dirksen Senate Office BI1.

FINANCE COMMITTEE SCHEDULES HEARINGS ON NOMINATION OF
RAYMOND J. WALDMANN TO BE ASSISTANT SECRETARY OF COMMERCZ,

JOHN A. SVAHN TO BE COMMISIONER OF SOCIAL SECURITY,
AND DORCAS Ro HARDY TO BE ASSISTANT SECRETARY OF,

EkALTH AND'-UMAN SERVICES

The Honorable Robert J. Dole (R., Kane.), Chairman of
the Committee on Finance announced today that he has schedule
hearings-on the nominations of Raymond J, Waldmann to be Assistant
Secretary of Commerce for International Economic Policy, John A.
Svahn to be Commissioner of Social Security, and Dorcas R. Hardy
to be Assistant Secretary of Health and Human Services on Tuboday,
April 28P 1981, beginning- at 9:00 a.m. The hearing will be held in
Room 2221 'Dirksen Senate Office Building.

Written Testimon.... The Committee will be pleaded to
receive written testimony from those persons or organizations who
wish to submit statements on the nominations.for the record. ' .
Statements submitted for inclusion in the record should be type-
written, not more than 25 double-spaced pages in length and mailed
with five (5) copies to be received by April 28, 1981, to Robert
E. Lighthizer, Committee on Finance, Room 2227, Dirksen Senate
Office Building, Washington' D. C. 20510."

P.R. #81-124
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Senator RoTH [acting chairman presiding]. The committee will be
in order.

It is a great pleasure for me to welcome to the Committee on
Finance, Raymond J. Waldmann, who has been nominated to be
Assistant Secretary of Commerce for International Economic
Policy; Dorcas R. Hardy, who has been nominated to be Assistant
Secretary of HHS for Human Development Services and John A.
Svahn to be Commissioner of Social Security.

We are delighted to have you here with us this morning.
I believe that members of the committee have all been provided

with the biographical material for all three of the nominees.
I would also say that Senator Dole has reviewed the financial

disclosure forms for each and the material they filed with the
Office of Government Ethics. I am satisfied-he is satisfied that
there are no problems in this area.

I have also been informed that the Director of Government
Ethics has sent. us letters approving each nominees' compliance
with the Ethics in Government Act. These letters will be made a
part of the record.

U.S. DEPARTMENT OF COMMERCE,
INTERNATIONAL TRADE ADMINISTRATION,

Washington, D.C., April 6, 1981.
Mr. ROBERT LIGHTHIZER,
Chief Majority Counsel, Senate Finance Committee,
Washington, D.C.

DEAR MR. LIGHTHIZER: Enclosed please find Mr. Waldmann's resume and Finan-
cial Disclosure Report. He will deliver his net worth statement at the meeting in
your office tomorrow afternoon.

In preparation for his confirmation hearing as Assistant Secretary of Commerce
for International Economic Policy, Ray has met with the following members of the
Committee: Senators Roth, Heinz, Grassley, Byrd, Bradley and Mitchell. He also
met with Gary Horlick and Claude Gingrich. All of those with whom he spoke have
received copies of his bio.

Please advise me if I can provide you with any additional information to expedite
this process.

Sincerely,
FLORENCE D. BANK,

Confidential Assistant to Raymond J. Waldmann.

OFFICE OF PERSONNEL MANAGEMENT
Washington, D.C., April 6, 1981.

Hon. ROBERT DOLE,
Chairman, Committee on Finance,
US. Senate, Washington, D.C.

DEAR MR. CHAIRMAN: In accordance with the Ethics in Government Act of 1978, I
enclose a copy of the financial disclosure report filed by John A. Svahn. President
Reagan has nominated Mr. Svahn for the position of Commissioner of Social Secu-
rity of the Department of Health and Human Services.

We have reviewed the report and have obtained advice from the Department of
Health and Human Services concerning any possible conflict in light of the Depart-
ment's functions and the nominee's proposed duties. Based thereon, we believe that
Mr. Svahn is in compliance with applicable laws and regulations governing conflicts
of interest.

Sincerely,
J. JACKSON WALTER,

Director.
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OFFICE OF PERSONNEL MANAGEMENT, ,
Washington, D.C, March 30, 1981.

Hon. ROBERT DOLE,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

D a MR. CHAiRMAN: In accordance with the Ethics in Government Act of 1978, I
enclose a copy of the financial disclosure report filed by Dorcas R. Hardy, whose
nomination to the position of Assistant Secretary, Human Development Services, of
the Department of Health and Human Services has been sent to you by President
RW8e have reviewed the report and have also obtained advice from HHS concerning

any possible conflict in light of the Department's functions and the nominee s
proposed duties. Based thereon, we believe that Ms. Hardy will be in compliance
with applicable laws and regulations governing conflicts of interest.

sincerely, J. JACKSON WALTER,

Director.
Senator RoTe. The first nominee today is Raymond J. Waldrnann

who has been designated to be Assistant Secretary of Commerce for
International Economic Policy.

I would like to take this opportunity to say a few words of
introduction on behalf of Mr. Valdmann.

I was particularly pleased by this nomination, as I know Ray to
be an extremely capable individual, and in fact, I strongly recom-
mended that President Reagan take advantage of so talented a
person. I am glad he took my advice and placed Ray in this key
role.

I know Ray as a well-rounded, well-versed attorney and domestic
and foreign policy adviser. He comes to us from private, legal
practice where he concentrated on international issues.

Previously, he served in the Nixon and Ford administrations
where he was variously Deputy Assistant Secretary of State for
Transportation and Telecommunications, and a White House coun-
sel on foreign policy.

We have here a man of great depth and breadth who knows
what it is like to run his own business and can assist our firms on
a policy and practical level.

The job of Assistant Secretary for International Economic Policy
is a most complex one. He must be at once a policymaker for trade
and investment matters involving goods and services and a monitor
of international trade agreements to make sure that we receive our
rights.

One of his most important tasks in this regard will be the imple-
mentation of tariff and nontariff trade agreements reached in the
multilateral trade negotiations, seeing to it that all overseas sales
opportunities are discovered and that violations of our internation-
al rights are stamped out.

He will also need to play a key role in identifying barriers to
trade in services and international investments.

Last, he will need to work closely with Congress, whose constitu-
ents continue to face barriers and other difficulties in selling
abroad.

From the discussions I have had with him on international eco-
nomic policy matters I believe Ray's judgment and understanding
should enable him to master these tasks and make an important
contribution to the public and private sectors.

I am certainly very happy to introduce Ray Waldmann.
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Ray.
Mr. WALMANN. Thank you very much, Mr. Chairman.
Senator BZmrszN. Mr. Chairman, may I comment, Mr. Chair-

man?
Senator Rori. Please do.
Senator BErSEN. Thank you, Mr. Chairman.
I wish only to say, Mr. Chairman, I didn't have anything to do

with his appointment and nothing to do with this recommendation,
but I wish I had, as I look over the list of some of your areas of
interest, particularly regarding economic incentives and steps that
must be taken with respect to work under the Corrupt Practices
Act.

I am very pleased to see a man of your background, education,
and experience in that role.

Senator ROTH. I want to thank Senator Bentsen for his very
gracious remarks.

Mr. Waldmann.
Mr. WALDMANN. Thank you, Mr. Chairman, and Senator Bentsen

for those kind remarks. It is an honor to be here.
I have been privileged to have been nominated to serve as Assist-

ant Secretary of Commerce for International Economic Policy.
As the Senator has said, the committee has been provided with

the details of my biographical and professional background. I have
submitted a financial statement as well. -

[The biographical sketch of Mr. Raymond J. Waldmann follows:]



RAYMOND J. WALDMANN

PERSONAL

Born Nov. 28, 1938, in Walton, New York
Married with one daughter and resident of Bethesda, Md.

EDUCATION

Massachusetts Institute of Technology: S.B. Chemical Engineering - 1960
S.B. Humanities and Economics - 1961

Harvard Law School: J.D. - 1964

EXPERIENCE

NASA Apollo Project, Mass. Inst. of Tech. Instrumentation Lab., June 1962-1964

Arthur D. Little, Inc.

Cambridge, Mass. (Sept.
management consultant.
Nov. 1970) - consultant

1964 - Nov. 1967) - Assistant corporate counsel and
London, England and Brussels, Belgium, (Nov. 1967 -
on regional development and management strategies.

Domestic Council, The White House, Washington, D.C., Nov. 1970 - March 1973

Staff assistant to the President for policy planning.

Bureau of Ecortomic and Business Atfairs, Department of State, Washington, D.C.
March 1973 - Sept. 1975

Deputy Assistant Secretary for Transportation and Telecommunications.

The White House, Washington, D.C. - Sept. 1975 - Sept. 1976

Special counsel to the President for review of the intelligence community and for
special studies on foreign policy, the budget and the Pepublican party platform.

Attorney at Law, Washington, D.C. - Sept. 1976 - Feb. 1981

Practice in international investment, transportation, communications and corporate
law. Of Counsel to Schiff, lardin & Waite of Chicago and Washington. President
of Transnational Investments, research and publishing company (July 1979 - Feb.
1981). Executive consultant to flarbridge House (Sept. 1976 - Sept. 1978). Member,
Republican Platform Committee staff, August, 1980. Assistant Director for
Economic Affairs, Office of the President-Elect, Washington, D.C. (Nov.-Jan. 1981).

Department of Commerce, Washington, D.C., Feb. 1981 to Present

Assistant Secretary for International Economic Policy.

PROFESSIONAL ACTIVITIES

Member, Massachusetts and District of Columbia Dare-
Consultant to American Bar Association Standing Committee on Law and National
Security; Editor, ABA Intelligence Law Newsletter

Chairman of Committee on Foreign Investment in the United States, Int'l Section
Chairman of Committee on Transfer of Technology, D.C. Bar
Advisor to Journal of International raw and Economics
Member, Washington Institute of Foreign Affairs
Member, Republican National Committee Economic Advisory Council

PUBLICATIONS

Author of Direct Investment and Development in the United States; and RegulatinQ
International Business Through Codes of Conduct; co-author of Investment Incentive
Programs in Western Europe; editor of Investment Incentive Programs of the Pacific
asin and author of numerous articles on international economic issues.
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Mr. WALDMANN. If confirmed, you have my commitment to a
stewardship of excellence and integrity, and a pledge to cooperate
with the Congress.

I believe this cooperation is necessary to achieve those goals
which are beneficial to our domestic economy.

I will be pleased to answer any questions that the committee
may have at this time.

Thank you.
Senator GRAssLEY [acting chairman presiding]. We have a couple

of standard questions here that we would like to ask you.
Have you discussed possible conflicts of interest with the commit-

tee's chief counsel, Bob Lighthizer?
Mr. WALDMANN. Yes; I have, Senator Grassley.
Senator GRASSLEY. Is there any reason that you know of that you

cannot responsibly serve in the office to which you have been
nominated?

Mr. WALDMANN. No, sir.
Senator GR mLEY. Thank you.
I have a personal question. Not a personal question about you,

but a personal question from me, not a standard one.
Do you believe the United States should continue to accept the

European Community Common Agricultural Policy which blocks
U.S. agricultural exports to -Europe, while at the same time it
subsidizes European exports to our Third World markets?

Mr. WALDMANN. I think that the basic objective of all of our
trade policies must be to find ways to eliminate any barriers to our
exports which may exist, either at home or in the foreign country.

The common agricultural policy has been one of those barriers in
the past. There are obviously going to be future matters where
particular exports would be blocked, corrolled, limited, or restrict-
ed by that policy.

It is our objective to try to remove as many of those barriers, to
minimize their effect and to do as much as we possibly can i that
area.

Senator GRASLEY. I honestly don't know your involvement as
opposed to the State Department and the Special Trade Repre-
sentative's involvement in the multilateral trade talks, but I know
one of the things that held up agreement on the GATT during the
last administration was the agricultural part of it. It was only
when Mr. Strauss strongly argued to the U.S. position that we
prevailed. I'd like you to remember that.

Finally, I am not sure the GATT agreement was all that satisfac-
tory to the agricultural sectors of America.

America and you, as a spokesman for our country, must be
willing to shake off a lot of the traditions surrounding trade
negotiations and be sure our own interests have not been put
somewhat secondary to the interest of other countries, we can no
longer withstand an unfavorable balance of trade; we can no longer
take a traditional attitude. We must look to you and the adminis-
tration generally, for the leadership in breaking out of that cacoon.

Mr. WALDMANN. Well, Senator, as you know, the primary respon-
sibility for trade negotiations does rest with the U.S. Trade Repre-
sentative; in the agricultural fields, he would be supported by the
Department of Agriculture. But, we obviously pursue the same
objectives in terms of opening up our trade possibilities.
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Senator GRASSLY. Thank you.
I would like to now ask our colleague, Senator Bentsen, and

then, Senator Bradley, for any questions you may have and/or
comment.

Senator BENTSEN. Thank you very much, Mr. Chairman.
Mr. Waldmann, on the administration's spending recommenda-

tions, a $2.8 million dollar cut in fiscal year 1981, and a $50 million
increase in fiscal year 1982 has been proposed. That is a transfer,
as I understand it, of the trade adjustment assistance program.

Now, would that be handled by your office?
Mr. WALDMANN. That's correct, Senator. The trade adjustment

assistance program at Commerce is now operated under the Eco-
nomic Development Administration.

Senator BENTSEN. Right.
Mr. WALDMANN. That will be transferred to ITA and will become

a part of my responsibilities in international economic policy.
Senator BENTSEN. Well now, the USTR staff is rather small.

They deal with an incredible amount of detail and complexity
surrounding implementation of nontariff barriers policy. I assume
that a small businessman who runs into an abuse or limitation
would probably be bringing his complaint first to your section.

Would that be right?
Mr. WALDMANN. With respect to the implementation of the

agreements that were reached in the MTN, we have established an
office specifically for that purpose called The'Trade Advisory
Center where a businessman can get an answer to the way in
which a code or a barrier might be affected.

Senator BENTSEN. Would you give me a cursory description of
your staff?

Mr. WALDMANN. I have about 240, or 250 people working for me
in four separate offices. One deals with textiles and apparel issues
and agreements, one deals with trade agreements and trade policy,
a third deals with finance, investment and services, including trade
in services,' and a fourth deals with policy planning and analysis.

Senator BENTSEN. What kind of staff continuity do you have
there? How much of a turnover has that particular staff experi-
enced recently?.

Mr. WALDMANN. There were only three deputy positions opened
up by the change in the administration.

Senator BENTSEN. Most of the staff have continuity; is that right?
Mr. WALDMANN. That's correct.
Senator BENTSEN. Is that correct?
Mr. WALDMANN. That is correct.
Senator BENTSEN. One of the things that concerns me is our

developing long-term expertise in that particular area. When we
enter into the GAIT negotiations with some of these other coun-
tries one finds people who have been at one negotiation after
another. They can recount how this was done and how that was
done. They seem to have quite an advantage, often, over some of
our negotiators.

So, I was trying to get a feel for the expertise and the continuity
of the staff as we transition from one administration to another.
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Mr. WALDMwN. Well, in the trade agreements part of my office,
which is a staff of some 50 people, there will only be one change
and that will be the deputy position.

Senator Bwm'rs. I have no further questions, Mr. Chairman.
Senator GALssIEY. Thank you, Senator Bentsen.
We now turn our attention to Senator Bradley for any questions

he has to ask.
Senator BRADLEY. Thank you, Mr. Chairman.
Mr. Waldmann, I am interested in hearing your views on two r

subjects. One is U.S. exports to developing countries. As you know,
our exports to developing countries increased at a rapid rate in the
1970's, more rapidly than our exports to developed countries.

My question to you is, What do you see as steps that we should
take to maximize our opportunities for exporting to developing
countries?

Mr. WALDMANN. Well, I think there are a number of steps that
we can take. We can certainly attack some of the disincentives
which we have placed in our own way of doing business abroad.
The administration has already begun to work on a few of these in
the area of the export trading companies, the illicit payments or
the foreign corrupt payments practices and the tax area.
,I think we can do some things to make it a little easier for our

businessmen to operate in those countries.
Senator BRADLEY. Do you see anything more systemic required?
Mr. WALDMANN. I think that one of the objectives we have to

keep in mind is broadening and strengthening the international
trading system as represented by the General Agreement on Tar-
iffs and Trade, the GATT system.

Many of the developing countries are not now members of the
codes which were negotiated in the MTN round. I think we have to
attempt to bring those countries into those agreements in a more
aggressive way.

Senator BRADLEY. As happens occasionally when the world goes
into a recession or whenever there are economic stresses, the devel-
oping countries themselves are the first hit and people in the
United States frequently think that is a matter of their problem, it
is not our problem.

To what extent do you believe that recessions that hit the devel-
oping countries are our problem and what kind of steps would you
take specifically to see that at times when prices of oil go up
dramatically or other systemic shocks occur that we would protect
the export market in developing countries, markets into which we
can look forward to exporting the greatest quantity of goods and
services in the future.

Mr. WALDMANN. Well, I think you are right to point out that
trade has to be a two-way matter. We can't close down our markets
and expect countries, particularly developing countries, to buy our
goods at the same time.

We'have done a lot in the last couple of years, perhaps gong
back two decades or more to enable developing countries to en-
hance their buying power.

We have a stem of preferential access to the United States for
certain g or certain developing countries. We should certainly
deal with their financial problems to the extent we can.
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Senator BRADLEY. Should that be done bilaterally or through
multilateral banks, in your view?

Mr. WALDMANN. In my own view, I think we can do more in a
bilateral way to target the assistance that is required to those
countries which need the assistance most.

Senator BRADLEY. Does that mean that I am going to see you up
here when various members of the Republican Party and some
Democrats will be blocking assistance to various Third World coun-
tries for assorted reasons that are not directly related to economic
efficiency?

Mr. WALDMANN. Well, you probably won't see me here, because
direct operational responsibility for those programs basically lies in
Treasury, not in my domain.

Senator BRADLEY. But, can we count on your voice of reason
since you are the person that oversees some of our trade matters?

Mr. WALDMANN. I hope you can count on a voice of reason from
me at all times.

Senator BRADLEY. Well, good. Let me go to one other area. The
question of performance requirements is one that is increasingly
troubling to me. These are requirements that allow a foreign firm
to operate in a country only if it buys a certain amount locally or if
it exports a certain amount. It is required to export a certain
amount. If it does not it may be denied general tax benefits, or
various other things.

Are you interested in making performance requirements an im-
portant issue in this administration?

Mr. WALDMANN. Yes, I am, Senator.
Senator BRADLry. What are you going to do about it?
Mr. WALDMANN. A couple of things are already underway. The

administration is addressing this matter in preparation of a state-
ment on trade policy.

We are raising this issue in the OECD with other developed
countries. I believe that in our bilateral approaches to specific
countries which have these kinds of requirements, we are making
it a very specific issue. I have in mind countries which are not too
far away, such as Canada and Mexico.

Senator BRADLEY. Any others?
Mr. WALDMANN. Those are the ones that have come up in the

short time I have been at the Commerce Department because of
the bilateral summit.

Senator BRADLEY. Do you think we need a GATT on investment?
Did I hear you heading in that direction?

Mr. WALDMANN. I am not sure that we do need a GATT on
investment, but if it turns out that is the way we need to go to
address some of these problems in a rigorous and enforceable way,
then I would be in favor of it.

Senator BRADLEY. Mr. Waldmann, as you look at the next
decade, let us take the next 4 years, what your immediate concern
is, and you recognize the need to get the country back on a path of
economic growth. How much of that economic growth must come
from increased U.S. international activity in your view?

Mr. WALDMANN. I think an increasingly great proportion of our
growth will come from international activity. Our trade has grown
as a proportion of our GNP. It'shows no signs of abating.. The



33

proportion of our manufactured and agricultural products which
are exported has been increasing.

Senator BRADLEY. So, would you go so far as to say that if the
United States put the walls up around the country and did not
participate aggressively in the world trading and international eco-
nomic systems, we would have no chance of getting the levels of
growth that are essential in the next 4 to 5 years?

Mr. WALDMANN. I think if the premise were achieved, that would
be the result. But, I don't think we are going to put walls up
around our economy.

Senator BRADLEY. You will make sure of that in your capacity?
You will be a willing and consistent witness in support of that view
before the Congress?

Mr. WALDMANN. I certainly hope so.
Senator BRADLEY. Thank you, Mr. Chairman.
Senator GRAssLEY. Thank you, Senator.
Senator Bentsen?
Senator BE nSEN. I have no further questions, Mr. Chairman.
Senator GRASSLEY. As is our standard procedure, there are many

members that could not be here because of conflicts. They take
your nomination and its confirmation very seriously and they may
have some questions they want to ask you. So, the other questions
will be given to you in the record and give you an opportunity to
respond in writing.

Thank you very much for being a very good witness.
Mr. WALDMANN. Thank you, Senator.

QUmIoNs FROM SENATOR DOLE FOR RAYMOND J. WALDMANN

Question. How do you plan to ensure that the U.S. obtains the rights for which it
negotiated in the course of the 1979 Tokyo Round Trade negotiations?

Answer. To ensure that U.S. rights are enforced, a considerable amount of our
endeavors are spent on monitoring foreign government actions and implementation
measures. To be better able to perform this important function, a rade Policy
Information System (TPIS) is being developed in phases, with the initial effort
focused on GATT tariffs, trade data and nontariff measure data. To enable us to
monitor foreign compliance with the agreements, we have issued detailed reporting
requirements for each of the MTN non-tariff barrier codes to the Foreign Commer-
cial Service and our economic officers overseas. Moreover, we are seeking to use the
international committees of Code signatories for multilateral monitoring, trying to
obtain as much information as possible from other signatories through the reporting
and review provisions of the codes. Information on foreign actions is also obtained
from the private sector.

We intend actively to enforce the agreements. We will investigate complaints of
foreign actions inconsistent with the agreements and where appropriate will recom-
mend actions in support of U.S. firms. Section 301 of the Trade Act of 1974, as
amended by the Trade Agreements Act of 1979, provides a formal mechanism for
such complaints. We participate actively in the interagency Trade Policy Staff
Committee, which develops U.S. positions in such cases.

Question. How will you monitor the extent and effects of foreign investment in
the United States? I

Answer. In its monitoring program, the Office of Foreign Investment in the
United States (OFIUS) identifies, investigates and collects information on current
and prospective investment transactions, based on Federal agency and public
sources.

With the passage of the International Investment Survey Act of 1976, a substan-
tial body of data is now becoming available which will permit a comprehensiveexamination of the composition, extent, and characteristics of foreign direct invest-
ment in this country over recent years. The Department of Commerce is now
compiling annual economic data designed to update its 1974 Benchmark Survey.
Data for 1977 were published last year and data for 1978 and 1979 will be published
shortly. In addition, a new Benchmark Survey covering the year 1980 is underway.
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We are also collecting annual data on new investments. The first such annual
report covering 1979 was published in January of this year.

With this new data, our Office of Foreign Investment n the United States
(OFIUS) is updating and expanding the coverage of a series of industry reports
examining the importance and characteristics of foreign direct investment in select-
ed industry sectors. OFIUS is also analyzing the extent and impact of foreign direct
investment at the State level, as well as examining trends in foreign direct invest,-
ment by parent country of U.S. affiliates.

At the request of several Members of Congress, Commerce has undertaken aspecial study on the extent and impact of foreign direct investment in the U.S. fish
processing and wholesaling industry. Other special studies include an assessment ofthe feasibility of measuring the impact of foreign direct investment on technology
flows and case studies on the impact of selected foreign direct investments. We willalso soon publish a comprehensive bibliography of materials relating to inward
foreign investment.

Question. What can your office do to help remove the barriers which many of ourtrading partners, including Japan and the European Communities, impose on U.S.
agrcutural exports?

Answer. Commerce strongly supports U.S. Department of Agriculture efforts toremove trade barriers to U.S. agricultural exports in the EC and Japan. Commerce
is represented at all levels of the interagency structure where policies for dealing
with these problems are developed.

The Department of Commerce, and specifically the International Economic Policyarea, has taken action to combat restrictions on processed agricultural products and
will continue to do so. For example, our Japan Division worked closely with U.S.businesses to develop and document a case against Japan's restrictions on thepricing, marketing, advertising, and distribution of manufactured tobacco productsin that country. The case, once it was fully developed, was turned over to the Office
of the U.S. Trade Representative for negotiations with the Japanese which resulted
in a significant liberalization of those restrictions. Our Joint U.S.-Japan TradeFacilitation Committee (TFC) has assisted potential U.S. exporters of processed foods
to overcome Japanese market access barriers.

The TFC will continue to help U.S. exporters of processed agricultural products
(as well as other manufactured goods and services) overcome formal and informal
Japaese import barriers.

Question What role should the U.S. government play with respect to "sunrise"
industries in high technology areas such as aircraft and electronics?

Answer. The most appropriate role for government is to provide a stable andunfettered environment in which private individuals can confidently plan and makeappropriate decisions. The new economic recovery program will achieve this end. It
seeks to establish properly functioning markets, free p lay of wages and prices,reduced government spending and reduced government barriers to risk-taking andenterprise. High technolopp industries are expected to flourish in the enhanced
economic environment which will permit them to fully realize their inherent com-
petitive strengths unimpeded by government intervention.

The improved treatment proposed by the Administration for machinery andequipment used for research and development will be of particular benefit to hightechnology industries. This type of equipment will now be written off in three yearsrather than five years and the investment tax credit moves up to six percent. All
together, this is the equivalent of writing off ninety percent of R & D equipment
investments in two years.

We are seeking fair trade along with free trade. High technology industries will
benefit if we all follow a set of international principles that will revent foreigngovernments from providing permanent import protection on exporr subsidies. Our
foremost objective is to promote the market mechanism by fostering trade that
reflects competitive advantages and is free of the distortions caused by subsidies and
other unfair trade practices.

QUwsTiONs FROM SENATOR ROTH FOR RAYMoND WALDMANN
1. Services account for a substantial portion of U.S. trade and yet services-related

trade problems have not been addressed adequately by the Executive Branch. The1974 Trade Act, for example, called for Multilateral Trade Negotiations for goods
and service, and yet, for the most part, the concessions we negotiated with other
countries deal exclusively with trade in goods.

What plans do you have as Assistant Secretary for deal' with services-related
trade matters? What is your timetable for ident n, developing policy positions
on, and negotiating the elimination of services trade barriers? Where do we have

9
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our greatest leverage? Bilaterally? In the GAMT? In the OECD? What is the position
of our trading partners on these matters?

2. One of the most important tasks facing you as the Assistant Secretary at
Commerce is the implementation of the agreements reached in the Multilateral
Trade Negotiations, monitoring other countries' activities, enforcing our interna-
tional rights and re-negotiating existing agreements. Do you believe you are well
organized and equipped to implement these agreements? If not, what changes do
you plan to make? What mechanisms do you have in place to work closely with
other members of the Executive Branch-notably USTR-to achieve our implemen-
tation goals?

REPLY BY ASSISTANT SECRETARY WALDMANN TO SENATOR ROTH ON SERVICES
RELATED TRADE PROBLEMS

I agree that service industries comprise an area which calls for stepped-up atten-
tion by U.S. trade policy officials. I have a direct and personal interest in this topic
as a former Deputy Assistant Secretary of State for Transportation and Telecommu-
nications and as a member of the U.S. Chamber of Commerce's International
Services Industries Committee.

Services are increasingly important in the domestic economies of most industrial-
ized countries and many LDCs, and this growing prominence is being carried over to
international trade and investment issues. My plans for reducing or eliminating
barriers to a free international flow of services include a variety of simultaneous
steps.

Multilaterally, ITA will work with other interested government agencies in press-
ing a U.S. initiative in the OECD Trade Committee to study trade in services. Our
aim is to identify problems in common with a view to reaching internationally-agreed
rules in the longer-run, probably in GATT. The attitude of our trading partners has
been cooperative but it is difficult to lay down a timetable because such work
involves many diverse business sectors and negotiations will require careful and
detailed preparation.

In addition to multilateral trade discussions, I plan to give personal attention to
solution of specific country problems on a bilateral basis. At present, 45 country
problems, involving such services as insurance, data processing, films, transporta-
tion, ccounting, construction, banking, and consulting, are being pursued by ITA
desk officers and trade policy personnel.

Multilateral and bilateral approaches help solve trade problems which arise from
foreign government actions but, at the same time, it is essential to review USG
export policies, for example, export financing, taxation issues, trade promotion
programs, to make sure that USG programs offer equal help to service industries as
to goods producers. By implementing a balanced agenda of stepped-up activities
(including maintaining close liaison with private sector groups and firms), my
objective will be to ensure that U.S. service industries have the opportunity to
compete freely and fairly abroad.

Answer to Question 2. 1 believe that we are organized and equipped adequately to
implement the MTN agreement. As Secretary Baldrige stated in his testimony
before the Joint Economic Committee, the Administration has given this effort a
high priority. Although it is difficult to estimate our needs with precision, I believe we
have allocated sufficient funds to ensure effective implementation. We are actively
monitoring forei#n governments' implementation of the agreements with the assist-
ance of the Foreign Commercial Service and the State Department, in coordination
with USTR. With the help of the Assistant Secretary of Commerce for Trade
Development, we are helping U.S. companies to take advantage of the agreements,
in particular with respect to the agreements on government procurement and
standards. We are also doing our best to inform U.S. firms of the agreements and
the opportunities they have created. In all these activities, we are coordinating with
other agencies, including USTR, and we do not see any need for significant changes.
If organizational or other changes become necessary, we will certainly let you know.

Senator GRASSLEY. It is now my pleasure to call to the witness
table the next nominee, Dorcas R. Hardy who has been designated
to be Assistant Secretary for HHS, for Human Development Serv-
ices.

Ms. Hardy, we welcome you to the committee. We congratulate
you on your nomination and ask you to now proceed with your
statement. Your entire statement will be included in the record.
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[The biographical sketch of Ms. Dorcas Hardy and her prepared
statement follow:]

DORCAS R. HARDY'S TESTIMONY BEFR TE SENATE FINANCE COMMITrEE
CONFIRMATION HEARING, APRIL 28, 1981

Thank you, Mr. Chairman.
Mr. Chairman, Members of the Committee I am honored to be presented before

you today and to be nominated as the Assistant Secretary for Human Development
Services. I look forward to the prospect of being able to participate in the challenges
offered by the new directions of this Administration. One of my priorities will be to
restore States to a full and effective partnership in the management of human
services. In this time of reduced resources, difficult decisions will need to be made. I
believe that these decisions can best be made by States acting on their priorities
within a broad framework of Federal guidance. The focus of the Federal role in
human services should be to assist States to effectively plan for and manage their
social services programs.

This is an exciting time, one full of opportunity and expectation for the Federal
Government and our State and local counterparts. It is also a time to challenge and
involve members of each community to provide for the needs of that community
whether through the private or the public sector.

I am privileged to be nominated to serve at this time and in this capacity and
hope to work closely with you individually and as a committee in the future to work
on the pressing problems and issues before us.
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CURRICULUM VITAE

DORCAS R. HARDY
University of Southern California
Center for Health Services Research
2025 Zonal Avenue '
Los Angeles, CA 90033
(213) 224-7337

Education:

B.A., 1968 Connecticut College, New London, Connecticut

M.B.A., 1976 Pepperdine University, Los Angeles, California

Executive Program in Health Policy and Financial Management, Harvard
University, December, 1978.

Experience:

-October, 1974 - Present:

Associate Director
Center for Health Services Research
University of Southern California,
School of Medicine:

Established and direct multi-disciplinary research center designed
to address economic, social and health policy issues with a staff
of approximately 20 professionals. Obtain and admir.,ster over
$1 million in grants from government and private agencies for projects
in areas of health care technology, alcohol diversion, hospital data
management systems, health benefits utilization and rural and international
alternative health systems. Design, market and conduct hospital
financial feasibility studies, health planning and evaluation programs
and cost benefit analyses.

April, 1974 - December. 1974:

Health Consultant
Urban Management Consultants
San Francisco, California
Medi-M ark Inc.
Sacramento, California

Study of intergovernmental effectiveness of services for children.
Design and development of health care delivery systems, feasibility
studies and health program planning and development; public relations
and marketing programs.
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January, 1973 - April, 1974:

Assistant Secretary for Health
California Health and Welfare Agency
Sacramento, California

Responsible for all State health program policy planning, development
and implementation. Instrumental in reorganization of new Department
of Health combining three former departments involving social
services, Medicaid, mental health and public health with 22,000
employees and $2.5 billion annual budget. Numerous conferences
and meetings throughout State; coordination with Legislature, Office
of the Governor, related departments, public officials and local
community health leaders.

November, 1971 - January, 1973:

Executive Director of Health Services Industry Committee
Cost of Living Council, Washington, D.C.

Executive Director of 21-member Presidentially appointed Committee
comprised of national leaders of health industry. Developed regulations
governing health sector during Phases II and III of the Economic
Stabilization Program. Responsible for liaison with Pay Board,
Price Commission and Cost of Living Council. Supervised staff
research of Committee issues. Coordination with other federal
agencies, including White House. Maintained contact with professional
organizations, AHA, AMA, ADA, etc. Developed public relations
and information program. Organized and managed seven national
Wage/Price Seminars to explain regulations to industry leaders.

April, 1970 - June, 1971:

Special Assistant to National Chairman and Director
White House Conference on Children and Youth, Washington, D.C.

Responsible for organization, including selection and recruitment
of 400 interdisciplinary task force members comprising nation's
experts in children's affairs. Supervised planning and organizational
activities of 12 children's specialists. Liaison with executive personnel
from governmental agencies, major corporations and media. Program
Coordinator of National Conference of 5,000 participants. Post-
Conference coordination of follow-up activities. Directed Youth
Sponsorship Program.
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3anuary, 1970 - April, 1970:

Legislative Research Assistant, Senator Clifford P. Case
Washington, D.C.

Domestic legislation and constitutent requests regarding transportation,
health, welfare, military and international issues. Wrote speeches,
articles, news releases and radio scripts.

Memberships and Volunteer Activities:

Member, California Hospital Association

Board of Directors, Volunteers in International Service and Awareness,
Santa Barbara, CA

Board of Directors, Junior League of Pasadena

Advisory Board of Directors, Pasadena Heritage

Connecticut College Alumni Association, Key Alumna, Los Angeles Area

Board of Directors, All Saints Children's Center, Pasadena, CA

Board of Directors, Sierra Madres Girl Scout Council, Pasadena, CA

World Association of Girl Scouts and Girl Guides and Girl Scouts of U.S.A.:
Adult Home Visit and Service Project, Pakistan, 1968-1969; Year 2000,
Bahamas, 1968, a top-level research and planning conference; Staff, Our
Chalet, Adelboden, Switzerland, 1964, 1969, 1971

Awards:

Who's Who of American Women, 1978, 1979

Outstanding Young Women of America, 1978
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Publications:

American Hospital Association. Technology Evaluation and Acquisition
Methods for Hospitals (TEAM), Chicago, IL: American Hospital Association,
1979.

Hardy, D.R., A Study of Attitudes Toward the Use of an Automated Information
System, Pepperdne University, 1976.

Hardy, D.R., and Rank, P.C., Evaluation of CHAMPUS Claims Appeal
Mechanism, University of Southern California, 1975. (Report submitted
to U.S. Army Defense Supply Service, Grant (/MDA903-75-M-7856.)

Hardy, D.R., Young, E.M., Delker, M., Determination of Legal and Social
Benefits, Rights and Remedies Accruing to Illegitimate Children Upon
the Establishment of Paternity, University of Southern California, 1978
(Report submitted to Office of Human Development, Department of Health,
Education and Welfare, #90-C- 1334).

Hardy, D.R., Jewett, A., and Young, E.M. Determination of Optimal Support
Processing and Collection Techniques for Interstate Child Support Enforcement
Cases, University of Southern California, 1979 (Report submitted to Social
Security Administration, #1 8-P-00104-9-01).

Hardy, D.R., Young, E.M., Smith, M.T., Jewett, A., Shecter, G., Financial
Feasibility of the Construction of Lake Otis Community Hospital, Anchorage,
Alaska, University of Southern California, June, 1978.

Hardy, D.R., Young, E.M., and Brian E.W. "Automated Hospital Information
Systems Workbook", Proceedings of The Fourth Annual Symposium on
Computer Applications in Medical Care, November, 1980.

Young, E.M., Hardy, D.R., and Armstrong, P.S. "Evaluation of Staff
Attitudes Towards the Implementation of A Automated Hospital Information
System", Proceedings of The Fourth Annual Sumposium on Computer
Applications in Medical Care, November, 1980.

Young, E.M., Hardy, D.R., Brian, E.W., and Kaplan, A. "Evaluation of
Automated Hospital Data Management Systems (AHDMS)", Proceedings
of The Fourth Annual Symposium on Computer Applications in Medical
Care, November, 1980.
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Ms. HARDY. Thank you, Mr. Chairman.
I am honored to be here today before you and to be nominated as

the Assistant Secretary for.Human Development Services.
I look forward to the prospect of being able to participate in the

challenges offered by the new directions of this administration.
One of my priorities will be to restore States to a full and

effective partnership in the management of human services.
In this time of reduced resources, difficult decisions will need to

be made. I believe that these decisions can best be made by States
acting on their priorities within a broad framework of Federal
guidance.

The focus of the Federal role in human services should be to
assist States to effectively plan for and manage their social services
programs.

I believe this is an exciting time, one full of opportunity and
expectation for the Government and our State and local counter-
parts.

It is also a time to challenge and involve members of each
community to provide for the needs of that community, whether
through the private or the public sector.

I am privileged to be nominated to serve at this time and in this
capacity and hope to work closely with you individually and as a
committee in the future to work on the pressing problems and
issues before us.

I would be pleased to answer any questions you may have.
ADOPTION ASSIsT4%NCE -AND CHILD WELFARE ACT OF 1980, PUBLIC LAW 96-272
Question. How can we encourage the States to develop the foster care and adop-

tion assistance provisions of the new law?
Answer. States historically have expended more funds for their foster care and

adoption programs than has the Federal government. The Department believes such
emphasis will continue. The provisions in the block grant permit States to expand
the use of Federal funds for the delivery of services and the management of these
programs, e.g., adoption assistance. The legislation (Public Law 96-272) will serve as
a model and States will be encouraged, by the Department, to implement these
provisions. The Department will assist States in providing information on effective
management practices and facilities the exchange of information on such practices
across States.

CHILD CARE STANDARDS

Question. What is your view of the proposed Federal Day Care Regulations sched-
uled to go into effect this July?

Answer. We are in the process of analyzing assessments States have conducted of
their abilities to meet proposed day care standards and of day care providers'
abilities to provide the services required by the proposed regulations. Although this
is a voluntary effort, 46 States participated in the assessment. The results of the
assessment are due to Congress June 1. While analyzing the results, we are keeping
an eye to providing flexibility to the States to accommodate local circumstances and
personal choice for parents. We are concerned that we not issue standards which

-would result in a decrease in the availability of inexpensive day care. Our recom-
inendations, based on the State assessments, will be sent to Congress June 1.

Question. Since the Administration is proioing a shift away from Federal stand-
ard settIng and compliance monitoring activities, how will program standards be
developed and implemented?

Answer. Program standards will continue to be developed and shared as model
standards which States will be encouraged to use. An exnple of a product of this
type of effort is the recently released Residential Child Care Guidebook. This Guide-
book was prepared by a 14 State consortium of residential child care providers,
regulators and consumers. It covers model standards for children's residential facili-
ties including administration and organization, physical environment and safety,
services, education, etc.
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H is distributing this material widely, and e.noupqlng States to sham effectie.,

practices in this area.-
Senator G szym. Well, thank you. Obvioly, I like your de

to work with State and local communities. That impresses me very
much.-

I would like to welcome our esteemed chairman, Senator Dole,
who is here.

Would you have any opening statements you would like to make,
Senator Dole?
, Senator DoLz. No. I apologize for being late. I appreciate both of

you and Senator Bentsen being here. We are in the process of
marking up the farm bill this morning. I will have to leave again.

Senator GlAssizY. I would like to be the first to question you.
Have'you discussed possible conflicts of interest with the commit-

tee's chief counsel, Bob Lighthizer?
Ms. HARDY. Yes, I have.
Senator GRAmSSmz. Is there any reason that you know of that you

cannot responsibly serve in the office to which you have, been
nominated?

Ms. HARDY. No sir, there is no reason.
Senator GusezSS . The ad ninistration's legislative proposals, es-

pecially those relating to th% block grant concept seems to restore
the States to a full partnethip in designing and administeringprograms. The Federal role will become one of support and consul-
tation in response to State and local needs. How, and try to be
specific, will these needs be identified and met?.

Ms. HARDY. Well, I think we have given quite a bit of thought to
putting together this new human services partnership with the
Federal and State and the local government. One of t primary
ways will be to share information from the States and assist them
in the development of the priorities primarily through our research
and development funds, training funds and technical assistance.

I also see it as a technology transfer and information sharing
effort. We will be able to look to successful approaches that have
been used by some States and be able to transfer them to other
States. We have done that, or currently HDS is doing that, in the
transportation area; assessing transportation needs and coordinat-
ing client rid-sharing and also establishing agreements with the
insurance industry.

So, I think there is a precedent for that and we will continue ip
that vein.

Senator GRAssizv. I am also a member of the Special Committee
on Aging. I have some questions that relate to the matters of aging.
Many o us would like to see the Commissioner on Ag ng reportig
directly to the Secretary of Health and Human Servces. I would
like to know your view on that matter.

Ms. HARDy. Yes, sir.
Senator GRAssiy. I could also follow it up, I suppose, with a

question. Do you have any specific objections to a return to a direct
relationship between the Secretary and the Administration on
AW. H y. I am aware of the section in the Older Americans

Act that discusses the Commissioner on Aging reporting to the
Office of the Secretary. It has been interpreted that Human Devel-
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opmert Services and my particular position is within the Office'ofthe Secretary.

That, combined with some GAO reports we are looking into and
from our General Counsel's standpoint, is the best way to deal with
this.

The Commissioner on Aging certainly will report directly to me
and certainly can have access to the .Secretary. I feel for manage-
ment purposes that we are interpreting HDS Assistant Secretary
as the Office of the Secretary.

Senator GRAssLzir. I appreciate your opinion. I am not sure I
agree with it totally. I am not prepared to cause you any trouble at
this point. But, I would like to remind you of an amendment that
was adopted by Congressman Biaggi in the House within the last 2
years in which there was a further delineation of congressional
intent with regard to the relationship of the Commissioner on
Aging with the Secretary of HHS.

I would ask you, as I asked one of your counterparts before the
hea g on aging yesterday, for them to take a particular close

-look at that. I would assume you would do your utmost to follow
congressional intent in that regard.

Ms. HAkWy. Absolutely.
Senator GAssusY. This is in addition to the question I just asked

you. It is not an attempt to disagree with you on what you said, but
regardless of your point of view, what steps will you take to insure
that the Commissioner has access to the Secretary of HHS, and is
involved in White House and departmental decisionmaking about
the elderly?

Ms. HARDY. I am not in the saddle quite yet. I am just getting
used t6 where people fit. But, I -would like to see no problem with
the Commissioner on Aging having access to the Secretary. I am
aware that there are staff people in the White House who are
involved with the aging issues. They certainly have been in contact
with the Acting Commissioner. I would see that that could very
easily continue.

I think the Commissioner on Aging is an important position in
the administration.

Senator GRASsLzY. Well, it would be very satisfying to me if T
could get you to say that in no way would you try to impede the
desire of the Commissioner on Aging to make his or her point of
view known directly to the Secretary and/or the White House.

Ms. HARDy. I would want to work closely with that person and
feel we could go forward as a management team to the Secretary
and the White House.

Senator GRASSLy. The Commissioner on Aging would be a part
of that team?

Ms. HARDY. Absolutely.
Senator GPAssumy. Thank you.
What if any role are you or have you performed in recruiting,

interviewing, recommending, and/or selecting the Commissioner on

W.'HARDY. I have been involved in the interview process. There
have been several candidates who have been interviewed. No deci-
sion has been made at ths particular point in time.

Senator GAssumY. You have been involved in that process?
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Ms. HARRY. Yes, I have.
Senator GRASJE.: Senator Bentsen, it is now time for your

questions.
Senator Bwrs'N. Thank you very much, Mr. Chairman.
Ms. Hardy, I am very pleased to see you have management

experience. You are going to need every bit of it, that job you are
going in.

Ms. HARDY. Thank you, Senator Bentsen.
Senator BENTSEN. I am also pleased to see that you have appar-

ently a very deep and abiding interest in the welfare of children. I
feel that some of the other political constituencies have a bit more
muscle and sometimes get a bit more attention. I am pleased to see
that you have been involved for a period of time in children's
concerns.

I have no questions.
Ms. HARDY. Thank you.
Senator GRA8I. Thank you, Senator Bentsen.
Of course, as, you heard me say with regard to the previous

person who was here, there are other members who are not availa-
ble, who will probably want to ask you questions. Those questions
will be sent to you as part of the record, and we would appreciate
your response in writing.

Ms. HARDY. Yes, Senator.
Senator GRAMsLsY. Good luck.
Ms. HARDY. Thank you, Senator.
Senator GRAmSSz. Thank you very much for your time.
The last nominee today IA John A. Svahn, who has been nomi-

nated to be Commissioner of Social Security.
I would like to welcome John and his wife, Jill and his children,

Kirsten and John. You can be very proud of your father and your
husband,

Your statement will be made part of the record, as is our usual
custom. You may read excerpts from your statement, or comment,
however you desire.

[The biographical sketch of Mr. John A. Svahn follows:]
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JOHN A. $VANK

292 Oak Court
Severna Park, Maryland Telephone: (301) 617-5052
21146

1979 Present
Private Consultant

As the head of his own consulting firm. Mr. Svahn has been engaged by both public
and private concerns to provide expert assistance in resolving management problems
and advising in areas of public policy.

Mr. Svahn serves In a consultant capacity to a big eight accounting Firm
in the area of health policy. In addition he provides technical assist-
ance to the firm In the area of the Medicaid program and assists in en-
gagemnents relating to state Medicaid operations. Recently, Mr. Svahn
completed a study of a large state medicaid program which assessed state
agency policies and performance vis-a-vis Institutional providers.
Another engagement Involved a review of a major state's cost related
reimbursement system for long term care facilities under Title XIX. He
has written several policy papers for the firm's internal consumption on
health and cost containment.

Mr. Svahn completed a series of engagements for the Secretary of a major
state's Department of Human Resources in which he served as a top level
policy advisor in reducing the level of erroneous payments In the AFDC
program and the Medical Assistance program. In addition, he advised the
department on matters of program management and oi)rganlzatlon. In these
engagements, he developed a statewide plan for management Improvement
which Includes a case action management system for determining eligibility
In Medicaid and AFDC.

He recently completed an engagement for a large foreign agricultural
corporation in which he assisted the corporation In dealing with the
United States government and large U.S. multinational corporations.

In addition, he has contracted for a two year period to serve on the
National Advisory Panel for the Health, Education, and Welfare spon-
sored evaluation of the Child Support Enforcement Program.

Mr. Svahn also serves several water districts in Southern California,
advising on activities which might affect them In Washington and on
potential for federal funding of local projects.

-1976 - 1979
Deloitte Haskins & Sells
Manager, Government
Services

Responsible for developing new service opportunities for the Inter-
national firm of Certified Public Accountants and Management Con-
sultants, based In Washington, D.C. Developed marketing plan and
product line packages which at the same time participated in direct
marketing and engagement execution.
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Mr. Svahn served DH+S as a certified specialist In t he areas
of government, health, and economics. He was a nationwide
s okesman for the Firm in the area of government, health, and
wage and price controls. While with the Firm he participated
In a wide variety of engagements In the area of health and
public administration Including an assessment of the Utah
Long Term Care payment system; an Investigation Into the
cause of the rapid Increase In the cost of the Iowa Medicaid
program; review of several aspects of the Illinois social
services and Rehabilitation programs and a review of the MIllS
potential for the State of Tennessee.

He maintained liaison with Federal agencies, the Congress, and
Its key committees.

1975 - 1976
Administrator, U.S. Social and
Rehabilitation Service

Administered the Welfare, Medicaid and Social Services Programs
for the United States. Extensive Involvement with the Congress;
other executive branch departments, state and local governments,
the health care Industry and the human resources community.
Budget approximately $30 billion annually.

1975 - 1976
Director, U.S. Office of Child
Support Enforcement

Developed, Implemented and directed the nation's Child Support
(absent parent) Program from enactment of legislation through
full operation. Budget approximately $146 million annually.

1974 - 1975
Deputy Administrator,
U.S. Social and Rehabilitation
Service

Served as sole deputy with full line authority in administration of
nation's Welfare, Medicaid, Social Services and Rehabilitation Programs.
Budget approximately $30 billion annually.

1973 - 1975
Commissioner, Assistance
Payments Administration

Administered nation's welfare payment program, Aid to Families with
ependentChildren. Budget approximately $10 billion annually.

1973 - 1974
Acting Commissioner,
Community Services
Administration

va .
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Administered the nation's Social Service Programs, Including services
to the aged, blind, and disabled. Instrumental In the enactment and
Implementation of Title XX. Budget approximately $3 billion.

1972- 1973
Consultant
Executive Office of the President,
Office of Management and Budget

Served as an Intermittent advisor to O1 in the areas of Income
maintenance, social services, and medical assistance.

1971 - 1973
Chief Deputy Director /, and Director
Department of Social elfare, State
of California

Administered the nations largest state public welfare programs.
Responsible for dramatic changes in the state's approach to
public assistance.

Awards and Recognition

Who's Who in Government - 1975-76-77-78
Secretary's Special Citation - Department of Health, Education and Welfare - Highest

Departmental Award
National Reciprocal Family Support and Enforcement Association - Commendation
National Welfare Fraud Association - Commendation
Administrator's Award of Achievement - Department of Health, Education and Welfare
Los Angeles County Board of Supervisers - Commendation
Nominated for Most Outstanding Young Man in the Nation - Jaycee National Award,

1974
Named Most Outstanding Young Man In HEW - 1974
Invited Participant - White House Economic Summit, 1974
Vests Publishing Award - Most Outstanding Contribution to-Legal Scholarship
American Jurisprudence Awards for Excellence in the Study of: Torts, Criminal Law,
Agency, Civil Procedure

Roger G. Trayner Legal Honor Society

Professional Organizations, Committees,
Commissions, Councils, Etc.

National Association of Manufacturers - Member, Taxation Committee - Subcommittee
on International Taxation and Corporate Taxation, 1978 - current

United States Chamber of Commerce - Welfare Panel, 1977-78-79
Steering Committee - Congressional Task Force on Welfare Reform, 1977
Direct Relief International - Washington, D.C; - Board of Directors and Treasurer,

1977 current
National Reciprocal and Family Support Enforcement Association, 1974 - current
Direct Relief Foundation - Board of Advisory Trustees, 1976 - current
National Advisory Council on Developmental Disabilities, 1975-76
U.S. Committee, International Conference of Social Welfare, 197h-76
National Council of State Welfare Administrators, 1971-73
California Health Care Commission, 1972-73
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State Developmental Disabilities Planning and Advisory Council, 1972-73
Task Force for National Governor's Conference, Human Resources Comi Ittee,
California Manpower Planning Council, 1971-73
American Public Welfare Association, 1971 -current
Governor's Public Assistance Reform Task Force, 1970

1972

Other

Extensive' testimony before Congressional Committees and State legislative bodies.
Extensive public speaking'experience. Guest lecturer at several universities.

Several published articles and papers. Extensive exposure to the press and
broadcast media.

Personal

Born: May 13. 1943, Hew London, Connecticut
Marital Status: Married, two children
USAF - 1966-68

Education

1973 - 1974
1969 - 1973
1960 - 1966

Georgetown University, School of Law
University of the Pacific, HcGeorge School of Law
University of Washington, B.A., Political Science
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Senator GRABSI=Z. You may proceed.
Mr. SVAMN. Thank you, Mr. Chairman, and members of the

Senate Committee on Finance.
It is a pleasure to be here -and come before you as a President's

nominee to become the Commissioner of Social Security.
First, I would like to just take a moment to say a personal word -

about my past and I hope my future relationship with the members
of this committee aid your able staff.

In several years of working with the committee from the many
sides of the Federal, State, and private sector table that I have
been privileged to sit on, I have never failed to be impressed with
this committee's approach to the business of the people.

Circumstances may have put us at odds on a given issue from
time to time, and I am sure such times will occur in the future, but
if the committee and the full Senate permit me to serve as the
Commissioner of Social Security, you can be sure that I and the
people who make up the Social Security Administration will do our

bt to develop the best possible relationship With this committee
as we work in the interests of the people we all serve.

Social security affects the lives of all of us. Over 36 million
beneficiaries and over 100 million taxpayers are involved in the'
program. It faces significant problems in fiancing and manage-
ment at the present time. The agenda of priorities for our system
of social security has been written for us by the accidents of histo-
ry, by the mistakes of our redecessors, by the state of our econo-
my and most importantly fall, by the demands of the people for a
fair, well-managed, equitable system that makes good on the prom-
ise implicit in its very existence.

There is no more pressing priority before us and for me than the
need to restore and strengthen public confidence in this most basic
program.

I need not remind the members of this committee that all of us,
this administration, this Congress, this generation of the American
people are faced with some hard choices on the ways we finance
and manage this program.

Indeed, some of the choices we must make will have to do with
the very direction we want social security and the other programs
administered by the agency t6 take in the future, lest they take us
as a nation in directions we do not want and cannot afford to go.

If I am privileged to serve, I pledge that I and others in this
administration will work with you and your colleagues on both
sides of the Capitol and both sides. of the aisle to make those
choices work for the people whose lives are touched by these pro-
grams, as beneficares of them and as taxpayers whose dollars pay
for them.

I thank the committee and stand ready to answer any questions.
estions submitted by Senator Dole and answers by John A.

Question. In the Old-Age and Survivors' Insurance (OSA) Trust Fund, -current
and projoetd outlays hare estimated to, excoe income under current law in .1982,
Secretary Schweiker has told us that th. administration believes a comprehensre1
reform of Social Security financing is necessary to insure adequateyments. How. ,
far-along are you in developmg this legislation? As you know, f Pickle of

" the fe Social Security Subcommittee has already lntrodkced a fairly coinprehen-. w + * "+ ' , .. " '

.....
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AnsweW. The work group chaired by the Under Secretary ;of Headth and Human

-Sqrvices (I8) s diligently an e wide- ranp alternatives to resolve the
sot nlo*rnfinancirnj proIlms of the SOciW Security sse.Bcue~th piort"46ofe eventual legislation and the kinds of changes0 that are, ye1

rerd 'to sbolv6 he problem-ch&ange involvin~ man billions of douft in the next
ew yeaf-and because of fundamental .questions aout the long-ter, structure, of-

the system. the deliberations are time umin. The Admlnltrationis firm its
commitment to the development of a set of I lative recommendations to deal With
Socil SecUrity financing at the earliest le date.

Qwtio As Commissioner of Social 'tyj, u would also serve as director of,
the Office of Child Support Enforcement. W -d you ive us your views of this
program and how. you e ct to handle that part of your job?

Answer. I had the irilre Of sBe, the firit director of OdSE in 1976, so I.
am eryfamiliar -Wit that prgram.The Child Support Enforcem6nt program- Is
un in many ways among F6deral social welfare programs, In. that it consistent
ly generates savings for State and local governments as wel as p0vding an
important'and help service to many families. Part ofthe Admlnlstratinn's ovrall
welfare reform strategy is to increase fm iY responsibility and: I th", the, CSE
program has an important roleto play inhat strategy. I think it is a good, soundpro~am aml inendto port it and otrengtlhen it -recognize the mgr Isl t.

Committee played in the CRE p_ ad I hope to con tinue the 'l~ wokin4,,
relationship that has helped make the program suc6esil in the past.

Queti". -Do you have any plans to deal with the serious deficiencies in the SSA,
computer systems for claim preceing- .
. uAnswer.fThe or ai Securi i Admistration's computer systems play. a vital role
in the b lity of the organization to perform the operational missons of the agency.
These system ar severely taxed by current workloads. There are ,a variety of
problems in SSA's computer systems forrecording earnings credits, and for claims
processing ap a whole: significant delays in computer processing schedules; depend.,
ence upon time-consumiig manual operation& 'd pemi-automated processes; and
difficulties in 'pursuing an overall redsign o, the title iI process. These are
difficult problems to resolve because they ave' their roots in -both ineffiient eys.
teams design and outdated computer equipment. Thus, any -solution to the systems
problem Is a long-term one and must involve implving bth hardware capacity and
software design.

I consider this to be one of the most serious problem confronting Social Security
ahd action in this area Is one of my major and inifate priorities.

Queetion Would you comment on the likely magnitude or seriousness of computer
fraud by Social Security employees?

Ansver. In the last 4 years there have been seven cases discovered which could'
broady bedescribed -as "computer' fraud" -in SSA. None of these cases involved
intaference with the Proper operation of an automated system itself. These were
not "pgrammer fraud.' They were rather 'imput frauds" in which an employee
caused incorrect data to be entered into the ssm to authorize a fraudulent

p nt-for example, by creating fictitious children to be paid on in -existingbeniciary's account,. ... •. . ..-
I believe that the state of the SSA system is such that it is at present vulnerableto fraud. The overall Iprovepent o e EDP system poraion to Incrus.it

efficiency and the insltion of necsary safe.wid one of my top pror-
ities as' Commissioner. In order to accomplish this"I will need the support'bf tle
Congress I plan to work; very closely with this Committee to bring about the
Sm.provemento that are de s r0ly needed.

SenatOr aGRAesI2.,I *1i ask the first question Have you diS-
cusse-d p sible conflicts of interest with the commit ee chef coun-
sel, 1ob Lighthizer?

Mr,. SVAMN. I have, Mr. Chairman.
SenatOr G M r . Is there any reason that you know of thatyou

cannot nre soribly: serve in the-oflce for-which you have been/ nombiated' ,. ..:
Mr. SvAN., No; there isnot.,
Senate, GRASBEY Do you feel. you can be an effective Coi. s atipe1.', th the bai adnminiatrat~ye orga .ion you have Ineri

esi di'dotyo h~vt ii 49"ln an cl~nge Vn $M irariih?
:-,:,: . 0iMr,.uV . 'Well, t wouM be dshonest to ]say that I am- tQ a ,yPles ithf a othe Social Sec" 'ty A n ,'

. ,I • .. . .. . .. ,, , . , . . . .. .



tion. it is at present a functionally organized -unit with no one
assigned responsibility for the specific programs that are involved.

But, I also recognize, Mr. Chairman, that over the past, 5yeas, 
the agency has been involved in a continuous reorganization. The
organization -has just been settled in the past year. People are in
new jobs. They have new posion descriptions. They are learning
where to go from here and how to manage'the prog,. the

I have committed publicly that I-do not, intend to reorganize te
agency at this time, nor can I say- I would reorganze i Win the
foreseeable future. I would rather work with. an im perfect organiza-
tion and with people who- are tryigto do a jObthani to again
disrupt the organization and continue the problems that have exist-
ed for the past 5 years. ;-

. Senator GRAsI. Senator Bentsen, would you please proceed
with your questions?

* Senator BENTSkN. Yes. Thank you, Mr. Chairman.
Mr. Svahn, you served as Secretary for Human Resources for

some major States where-.you investigated erroneous payments
under the AFDC program. Which State was that?

Mr. SVAHN. The State of California, Senator.
Senator BzmsN. I guess I should have guessed that. [Laughter.
One of the President's cot savig propa is the elimination of

the minimum payment under social security and for current bene-
ficiaries as well as for future ones.,,

Could you give me some idea of the magnitude of the administra-
tive task involved in eliminating the minimum benefit for current

,and f tre beneficiaries, he magmitude of the job and whX? !
Mr. SVAIN. Well, by magnitude of the job, Senator, if you are

referring tO the -
'Senator BzNwTN. The mechanical problem.
Mr. SvAHN. The mechancal process.
Senator BzwszN . That is right.

' Mr. SvAHzN. Ident4 people who are currently receiving the
minimum benefits and then recalculating the benefit based on,
their earnings histor and work history and earnings record is a
substantial problem. here is no question about that.

-It would be much easier if the automated systems of social ecu-
rity were. in a condition that would allow us to search the file for
individuals who are receiving the minimum benefit and then recal-
culate the benefit on an automated basis.

Unfortunately,, the system there, even though -it is one of the
largest in the world, is not in a condition to be able to-handle that
type of search and reomputation on an automated basis.
-So, a substantial part of it would have to be done manually and

it would involve a considerable expenditure of-man-years to do, it.
Senator BzNmrs. Can you give me a feel for it?
Mr. SvAm. At the absolute minimum several hundred, and that

would be with maximum automation ,wIch "ve probably will not
have. S .. , .. .4

Senator B mzN.Several hundred what? '* - . • ,-.
Mr. SVAHN. Man-years. h
Senator BzNTSEN. Several hundred what? . ,.

Mr. SvAm. Work-years.-Excuse me. k: ..

Senator Bz mszN. Oh, m years. -: . . *.:..

-.1' - .4- * .*.-. -s.,- 'p
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S Mr. SvAHN. Work-years.
Senator- Bzmrsxi. Wor.years. I assume the problem is that

minimum beneficiary recipients don't all end up with $122 per
month. Also, they are being keyed into the system over different
periods of time and at different benefit levels. That complicates therecords keeping, doesn't it?.

Mr. SvmN. That is correct. We speak of the minimum benefit of
$122, but it actually changes and it will change over time until itsscheduled eli'minition some time in the next century.

Senator BFNm',. Do you have a cost estimate?
Mr. SvAHN. I do not have it at my fingertips, Senator, but I can

get it.
Senator BEm'soN. Well, I want one. I would like to understand

what we are talking about in the way of cost in the accomplish-
ment of that objective.

Could you give me that for the record?
Mr. SvAmN. Yes; I would be glad to, Senator.
[The following material was subsequently submitted:]
The President's budget included an additional 3,180 Federal work-years in 1981

and an additional 7,302 work-years in 1982 to implement the legislative proposal to
eliminate the minimum benefit. The budget estimate of Federal work-years assumes
that manual processing will be necessary for the entire task--searching the records
to identify affected beneficiaries, recomputing benefit amounts, and, responding to
beneficiary requests'for review of their records. If this process could be automated,
the resources necessary to perform this function would be considerably lower.
However, as I said in my testimony, the systems problems being faced by SSA are
such that there will be little chance of efficiently automating this process in the
near future. Therefore, the President's budget reflects a realistic management as-
sessment of the situation.

To finance the Federal work-years for this proposal, as well as the other legisla-
tive proposals in the President's program for economic recovery that affect SSA, a
1981 supplemental appropiation of $68 million has been requested and $170 million
has been added to the 1982 budget, Both requests are in the form of contingency
funds to be drawn upon if the Congress approves the President's recommendations.
These steps were taken to assure that HHS has the resources to implement the
proposals. Most of the additional funds will be required to implement the proposal
to eliminate the minimum benefit.

Senator BzWrBsN. I have no further questions.
Senator G RAssum. Thank you, Senator Bentsen.
As is our usual procedure, other members may have questions

that they want to ask you. Those questions would be submitted for
the record, and your answers, m writing, would be appreciated.

Congratulations once again on your assuming a very important
position in American Government. Obviously, the job is a great

* • one. I wish you luck.
Mr. SVAHN. Thank you, Mr. Chairman.Senator GRAssuz. I would like at this time to move that the

committee proceed to vote on the nominations of Lionel H. Olmer,
Roger W. Mehle, Mark E. Leland, Raymond J. Waldmann, Dorcas
R. Hardy and John A. Svahn.

Senator BimeiN. Mr. Chairman, I second the motion.
Senator Gas . All those in favor signify by saying aye.[Chorus of aye's.)
Senator GPissiz. All those opposed, signify by saying no.

0 esp=se.J
C/-sator s . The aye's seem to have it. The aye's do have

it. The nominees have been approved.
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Senator Bzmwzr. Mr. Svahn, this is your most popular moment.
[Laughter.]

Senator GRAssizy. The meeting is adjourned.
[Whereupon, at 10:58 a.m., the committee adjourned, subject to

the call of the Chair.]
[By direction of the chairman the following communication was

made a part of the hearing record:]
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We thank the Committee for this opportunity to submit this statement for th record

on the confirmation of John Svahn, for Commissioner of the Social Security AdmInis-

tratlon. The American Federation of Government Employees represents over 72,000

Social Security Employees, Including all Its major Installations and over 1,300

Field Offices across the Nation, Puerto Rico and Pacific Islands. As the Union

of this National bargaining unit, *e are deeply troubled about the deterioration

of the Social Security Administration -- Its management and Its programs, as

well as the conditions of employment for Its employees. Because of these concerns,

we must reserve endorsement of Mr. Svahn for Comnissioner of the Administration.

At one time the Social Security Administration was held to be a model agency;

the genuine confidence of the public which we enjoyed was upheld by an excellence

In the performance of our mission that Congress and the public alike readily

perceived. Today that excellence Is doubted and that confidence Is erroded. As

Senators you may have perceived this most by the growth of constituent services

in your offices over the last decade. Many Congrosspersons report to us a

doubling and tripling of staff devoted solely to assistance of constituents In the

advocacy of their Social Security and SSI benefit rights. Overdue benefits

comprises the most frequent complaint and, as these complaints continue to grow,

you must ask why is the Administration unable to deliver effective service?

Recently newspaper accounts have told of frightening predictions that the computer

support system (which Issues payment to over 40 million citizens) is poised on a

calematous failure. Other reports have revealed that millions of earnings records

are lost, millions of earnings Incorrectly credited, a malaise and a breakdown

In morale sweeps the ranks of employees and managers alike, and a collapse of

organizational Integrity (caused by successive, Ill-conceived reorganizations)

has brought confusion and inertia to the Administration In their day-to-day

operations.

-I -
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We can affirm each of these, and we could add to these at length hosts of

administrative and personnel problems, which compounding, has created a crisis

In the-mission of the Agency.

Several times we have been before Congress to testify to these problems. Our

testimony before the House Appropriations and Civil Service Committees have

highlighted our belief that

--service to the public is inadequate and mismanaged. and

--labor relations are worse than ever before and worsening.

While a Union's foremost activity is the advocacy of employee's rights and the

Improvement of conditions of employment, we are strongly committed to the mission

of the Agency. The services which we deliver are compassionate and are essential

to the well-being of our fellow citizens; this responsibility Is deeply felt by

our membership and we are proud of the good that we can do.

Because of this motivation we have time and again sought the attention of the

Administration. But our efforts are repeatedly rebuffed. Just as labor rela-

tions have so declined that the fundamental rights of this Union and those we

represent are brazenly and cynically defied, our advocacy of causes on behalf of

the mission of the Agency is also defied.

For over two years, for example, this Union has sought to reckon with wide-spread

fraud and waste in production practices which have developed in the result of

arbitrary goals Imposed by the Department of Health and Human Services. Though

current management is well aware of the scope and magnitude of these things,

largely because of our persistence, but also because of their own studies and

reports which our actions prompted, they have utterly failed to act. A recent

-2-



Union newsletter highlighting this fraud and waste Is Ignored, and Indeed top-level

management would seem to condone these practices. Without remedy this fraud and

waste will destroy the merit pay and other appraisal systems, undermines the

validity of work measurement systems upon which appropriations and staffing is

based, and results In thousands of unnecessary claims, at a cost of millions of

dollars to the taxpayer. Offers on our part to Join In labor-management committees

to seek cooperative resolutions have been refused again and again, sometimes with

a hostility.which has belled the sincerity of their Intent to resolve the problem.

We have come to the conclusion that the lack of leadership, courage and competence

In management Is the underlying cause of this and every other problem in the

Administration. It frustrates and saddens us that this should be so when we see

so many good employees working so hard for the cause which this current leadership

falls to carry.

In view of this experience we have held much hope -- and perhaps unrealistic

expectations -- that the new Administration and the new Commissioner would bring

leadership and talent to restore the excellence of our Agency. But to date there

has been none. Moreover, we now fear that the course of the Administration

and the symptomatic labor relations will be unchanged.

We have written to Mr. Svahn to express these concerns and have once again been

rebuffed by what seems an Institutional attitude toward employees. Our letter

detailed for him a number of features of the SSA crisis and suggested that there

were many other features which we believe demand action. His reply was so brief

and unspecific, and so similar to the current attitude of the Administration that

we have come to doubt whether Indeed his leadership will make any difference at

all.* It Is for this reason that we withhold our endorsement of his appointment.

*The correspondence was made a part of the official files of the Committee.
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In conclusion, we gust Inform you that the &i mnlstratlve.problems of Socl!el

Security -- what we cell Its "crisis" -- extend far and wide. Programs ind

services suffer but so too do the employees. Deplorable working conditions

are all too comnm -, filthy restroas, rots and vermin*, crowded offices,

staffing shortages, etc., are a rampant problem. The affect which these hove on

public service are most visible In offices where clients must wait an hour for an

Interview that is so close to another client that every word Is overheard and Is

so hurried because of the waiting backlog that he does not feel courteously

treated and does not understand his rights and responsibilities for benefits.

it Is visible-too in the operations of the office of 01sibilty where backlogs

of up to 120,000 claims are stacked three foot deep In hundreds of laundry

hampers and production standards are so unrealistically high that cheating must

be condoned to get the work done.

In such an atmosphere Is It any wonder that this Agency has the worst labor

relations In the Federal Sector?

In 1976 It took our Union but six weeks to negotiate the most comprehensive labor

management agreement in the history of the Federal Sector, an agreement which

Is acknowledged by many labor relations specialists in the field to be a model

contract. Yet today after eleven months of constant negotiations not more than

one-tenth of such an agreement has been accomplished, at a cost of untold millions

of dollars. It is not and never will be In the Interest of a Federal employee

union to drag negotiations on so Irresponsibly. But when the proposals of the

employer are specifically written to take away the rights and benefits of employees

which the employer has agreed to for dozens of years, the union cannot agree. We

are hostage to an adamance that we cannot shake.
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in the current leadership of the Social Security Administration, there is no hope

that labor relations will Improve. We are informed that the circumstance is the

express policy of the Administration which for reasons of their own are deemed

to be in their best Interest. We must question the wisdom of that leadership

which would endorse and encourage such labor relations while the Administration

also travels a course that corrupts the mission of the Agency. We must conclude

that the Incompetence which brings us to this crisis in Social Security Is also

responsible for these labor relations and that they lack the strength of purpose

and mind to correct It.

Regretably we cannot hope that this state of the Agency will change. We would

hope, however, that, by making public our concerns, the Congress and the now

Commissioner will recognize that something must be done end that the employees

and the union which represents them stands ready to help.

0
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So too have we found that all of labor relations Is deteriorating. Over 400

unfair labor practice charges have been brought against the Agency during this

period -- a tripling of the historic numbers -- over 150 of these have been begged

for guilt by the Agency and the Union has voluntarily settled to avoid the formal

litigation. Yet dozens remain unsettled and go to hearings at a cost to the

Federal Labor Relations Authority of as much as $110,000 and at a cost per

hearing of $35,000 and more. Three hearings soon to be held may require as

many as 100 witnesses (with travel and perdlem charged to the Agency) and still

SSA resists settlement.


