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NOMINATION OF HEATHER A.
HIGGINBOTTOM, OF THE DISTRICT OF CO-
LUMBIA, TO BE THE DEPUTY DIRECTOR OF
THE OFFICE OF MANAGEMENT AND BUDG-
ET

THURSDAY, MARCH 17, 2011

U.S. SENATE,
COMMITTEE ON THE BUDGET,
Washington, DC.

The Committee met, pursuant to notice, at 2:02 p.m., in room
SD-608, Dirksen Senate Office Building, Hon. Kent Conrad, Chair-
man of the Committee, presiding.

Present: Senators Conrad, Whitehouse, Begich, and Sessions.

Staff present: Mary Ann Naylor, Majority Staff Director; and
Marcus Peacock, Minority Staff Director.

OPENING STATEMENT OF CHAIRMAN CONRAD

Chairman CONRAD. The hearing will come to order. Welcome to
the Senate Budget Committee. Today we are considering the nomi-
nation of Heather Higginbottom to be Deputy Director of the Office
of Management and Budget.

I understand Senator Kerry is coming and is on his way. We will
allow him to make remarks when he arrives.

We are under a very tough time constraint today because of a se-
ries of things that are happening. There is a hearing that is on a
sensitive matter that is going on right now, and I think Senator
Kerry may actually have to leave here to go to that. There are also
other negotiations that are going on this afternoon. And, of course,
we are going to have votes on the CR this afternoon. So I hope that
we are able to complete work on this nomination quickly.

Given the fiscal and economic challenges facing the Nation, it is
important that the President has his complete budget team in
place. And as capable as he is—and he is capable—Director Lew
needs to have a Deputy Director to help handle the workload and
Iéla(rllage the day-to-day operations of the Office of Management and

udget.

Ms. Higginbottom has served as Deputy Assistant to the Presi-
dent and Deputy Director of the Domestic Policy Council at the
White House. She previously served as Policy Director for the
Obama Presidential campaign and Legislative Director for Senator
Kerry, among other positions. And there he is. Welcome, Senator
Kerry.

Senator KERRY. Thank you, Mr. Chairman.

o))
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Chairman CONRAD. I think I will suspend at that point because
I know that you are expected at an important briefing as soon as
you discharge your responsibilities here. So why don’t you proceed?
We are delighted to have you here in the Budget Committee.

STATEMENT OF THE HONORABLE JOHN F. KERRY, A UNITED
STATES SENATOR FROM THE STATE OF MASSACHUSETTS

Senator KERRY. Thanks very much, Mr. Chairman. I am de-
lighted to be here. And thank you for interrupting and allowing me
to go forward. And, Senator Sessions, it is a pleasure to be here
with you. And I thank you both for the critical work that you are
e}Illgaged in, and we obviously look forward to working with you on
that.

Mr. Chairman, this is—you know, we use the words “privilege”
and “pleasure” around here, but I have to find a new way to de-
scribe how that really is true on this occasion because Heather
Higginbottom is very special, very capable, enormously impressive.
I think you will find that in the course of your questions, which I
certainly and I think she invites you to probe and have at it. I
think you will sense her knowledge.

But, you know, for a lot of us who have—you served, both of you,
with our late good friend Ted Kennedy, and I had the privilege over
all the years I was here with him to see how he took such pride
as he found these enormously qualified staff folks who went on to
leave the Senate and serve in various administrations spanning
decades. And he told me once it was not just that he took pleasure
out of it, but it was good for the Senate, good for all of us involved
in Government, to have people at the other end of Pennsylvania
Avenue, and in all the departments that we work with and count
on to deliver to our citizens, to have people there who understand
not just the issues but also understand how Capitol Hill works and
what the needs are of Senators on both sides of the aisle, who
knows the inside and the outside of the process and the pressures
that we all face as we wrestle with very tough issues. And knowing
that—I know you know this, both of you—is often the difference be-
tween getting it right or getting it wrong or getting nothing done
at all. And more often it is the voice at the other end of the line
who, if they did not agree with us or at least understand where we
are coming from, a lot of things would not happen.

So I now know what Ted Kennedy was talking about, why it
made a difference to have people who have Hill experience. And I
am particularly proud today to introduce Heather as the person
both President Obama, who understands the tough choices he has
to make, and Jack Lew, about whom I think everybody here would
agree there are fewer people that we know who have more respect
about budget issues than Jack Lew, about whom Heather is his
choice to serve as his Deputy. That is a judgment he has made, and
I think it is an important judgment.

Now, I say this, you know, about Heather because she did not
just serve here and she did not just understand the Senate. She
really excelled here. About 12 years have now gone by since she
first came to work for me in the Senate. And, frankly, she stood
out for her public policy expertise in that period of time, and I
would say to you she is sort of the definition of a policy wonk. She



3

understands the policy. She understands the issues. And that is
critical in trying to fashion a budget that saves money, balances
the budget, reduces the deficit, but still tries to keep many of our
obligations intact. She was adept, and I will tell you, I would not
have made her my Legislative Director if I did not have confidence
that she understood those things.

I was a deficit hawk. You may remember, Mr. Chairman, I came
here as one of the first three Democrats to join with Fritz Hollings
and Chris Dodd on Gramm-Rudman-Hollings, and it was heresy
back then. And I worked together with you and others to try to get
the balanced budget amendment. And Heather was central to all
of that. She understands the choices we have to make. She did not
come in here with a doctrinaire point of view about, you know, how
we get things done.

In her first assignment, she worked with Senator Gordon Smith
on education reform very effectively. Later she worked with Sen-
ator Santorum and his staff in what we did together on the Work-
place Religious Freedom Act. And ultimately she worked on and
helped develop my proposal for a constitutional line-item veto,
which, I might add, is now almost word for word the same proposal
circulating and has about 40 cosponsors in the Senate today.

So I saw her put aside ideology, I saw her attack waste, and I
saw her do tough-minded budget reforms that were necessary. And
she worked with me, Mr. Chairman, through seven budget cycles,
and through it all I saw someone who knows how to look at the
budget with a pretty critical eye.

Now, she also has experience nationally in her experience in the
White House in the last 2 years, which, incidentally, is part of
what gives the President and Jack Lew the confidence to nominate
her for this job at a tough time when they know they have got a
tough job ahead of them. She has worked with Governors; she has
worked with legislators; she has worked with mayors and Members
of Congress. And she has learned how to balance looking at the
budget and seeing the bottom line, but also seeing the people who
are involved in these choices and understanding the programs
themselves: health care, technology, poverty, education, infrastruc-
ture. She knows about all of them, and I think she will look at
every single one of those priorities and ask whether they are work-
ing, whether the American taxpayer is getting their due. And I do
not think Jack Lew could have chosen a stronger or more com-
petent Deputy.

Now, when he announced Heather’s nomination, he said that she
was known for “dedication to sound public policy that makes a dif-
ference in people’s lives.” And, again, I think both the Chair and
the Ranking Member would agree, this is a guy speaking who
spent 7 years at OMB previously and 7 budgets in the Clinton ad-
ministration, and we balanced the budget. We also had to turn
deficits into surpluses, which is the challenge today. And if he has
confidence in Heather, I think we should respect that together with
the experience that she brings to the table here in the Senate.

Now, another person who understands the ins and outs of this
is the Senator from Ohio, Senator Rob Portman, and he was Presi-
dent Bush’s last OMB Director. And what did he say about Heath-
er at the first hearing she had? He said, “One of the things that
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underscores our qualifications is she helps to put the ‘M’ back into
OMB.” It is the question of management that we also need to think
about here. And in the 9 years that she worked for me, I knew her
as an effective, tough manager who knew how to get the best out
of the staff, knew how to direct things, knew how to make things
happen on time, knew how to set objectives and goals, and followup
on them. And I never, I do not think once ever had to say, “Why
isn’t this done?” or “Why aren’t we moving on this?” She was al-
ways ahead of me, and she always gave her staff and other people
the credit for doing it. So I think she is a leader, and I think she
is prepared to take this on.

Now, a couple of reservations I have heard from the previous
hearing, some people have said—you know, it is amazing to me
they ask this, but some question her age. But, look, it is not the
age you measure; it is the experience you measure. You know, it
is not how old you are; it is how smart you are and how capable
you are. And the fact is that her age is zero departure from those
who have done this job before, and even those here in the Senate
who are charged with writing and voting on the budget, making
the decisions. And I know a lot about that. I came here when I was
40 years old, and, you know, two Republican freshman Senators
now, Senator Rubio and Senator Lee, are just a few months older
than Heather. They are going to be making the same decisions, and
they have had less experience up here with the budget and with
the process, obviously, than she has.

So I am confident that, you know, if you just add Peter Orszag
to that list, he was unanimously confirmed as the Director of the
Office of Management and Budget in 2009 at the ripe old age of
41 during the most serious fiscal crisis since the Great Depression.
And Jack Lew was first confirmed as OMB Director during the
Clinton administration back in 1998 at age 42, and his efforts, as
I said, are legendary now. We know what he accomplished.

So, Mr. Chairman and Mr. Ranking Member, Senator Sessions,
I know that if you probe and look at this objectively, you will see
that as she answers the questions, as you get to know her, you are
going to find somebody who, as I have said, is smart and skilled
and knowledgeable and not doctrinaire and not ideological, who is
going to be practical and look at these issues in the way that she
does. I am grateful that the 2 years in the West Wing have not
dampened her desire to go take on a tough job and to be involved
in this. So I am confident. Her roots are in the Senate. She will
be responsive to all of us, and that, too, is the reason why I am
very proud to recommend her swift confirmation as Deputy Direc-
tor of the Office of Management and Budget.

Chairman CONRAD. Thank you, Senator Kerry. That was a ring-
ing endorsement and I think clearly heartfelt. You have confidence
in her. I know Jack Lew does because Jack Lew called me yester-
day and said, “This is a choice I made.” There are very few people
I have higher regard for than Jack Lew. Jack Lew was in charge
of the Office of Management and Budget the last time we balanced
the budget, and not only balanced it but quit using Social Security
money to fund the general operations of the Government. So he has
got real credibility with me. And when he calls me and tells me
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that Heather Higginbottom is his choice and gives me very clear
reasons as to why, I put a lot of stock in that.

Obviously, I put a lot of stock, when my colleague Senator Kerry,
who has been a very strong ally of those who want to change the
fiscal course for the country, tells me that this person has served
him well and he has full confidence in her ability to discharge the
responsibilities of this job. That makes an impression on me be-
cause I know the good judgment that John Kerry has brought to
his responsibilities here.

So we thank you, Senator Kerry. I know that that other briefing
is now underway, and I know that you are expected to be there in
your role as Chairman of the Foreign Relations Committee. So we
will excuse you at this point and hope that we are able to join you
at that briefing later.

Senator KERRY. Thank you, Mr. Chairman. I really appreciate
your courtesies, both of you. Thank you.

Chairman CONRAD. Thank you.

I think we have heard that Ms. Higginbottom brings a broad
knowledge of Federal policy and the operations of the Government
with her. I am also pleased that she is a former member of the
Senate family because my experience is that that matters in terms
of responsiveness and the ability to communicate. So I look forward
to hearing more from her on her background and her goals for
OMB.

As I have indicated, I know that Director Lew made this decision
and chose this person because of the very special needs that he has
in the agency. Several of our recent hearings have focused on the
long-term budget crisis, so I want to begin today on a slightly dif-
ferent note by reviewing our current economic situation.

I think it is important to remember how much the economy has
improved over the last 2 years. I believe that it is clear that the
Federal response to the recession and the financial crisis, including
actions taken by both the Bush administration and the Obama ad-
ministration, has successfully pulled the economy back from the
brink. And I believe that deeply. I believe that history will record
that that is indeed what has happened.

Although we do not have the recovery running at the level of
strength we would like, nonetheless we see a clear turnaround. In
January of 2009, the economy was losing more than 800,000 pri-
vate sector jobs a month. Private sector job growth returned in
March of 2010, and now we have had 12 consecutive months of
growth. Just last month, the economy gained 220,000 private sector
jobs. Obviously, unemployment remains too high, but the turn-
around in private sector job growth we have experienced is signifi-
cant.
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The next slide, if we can. Economic growth has also returned. In
the fourth quarter of 2008, at the end of the Bush administration,
the economy contracted by 6.8 percent. It was going full speed in
reverse. Positive economic growth returned in the third quarter of
2009, and we have now six consecutive corridors of growth. In the
fourth quarter of 2010, we saw positive growth of 2.8 percent. And
although credit is still tight for many small businesses, the crisis
in the credit markets has subsided.



Economic Performance
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This chart shows what is known as the TED spread. It is essen-
tially a measure of the risk that banks see in lending to each other.
You can see at the height of the economic crisis, in the fall of 2008,
the TED spread went through the roof. Banks were largely unwill-
ing to lend to each other. That spread has now returned to normal
levels.
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Banks Were Unwilling to Lend to Each Other
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In fact, at the height of the crisis, the TED spread was 9 times
the normal level. In fact, it was one of the first tip-offs that we had
that something very serious was occurring.

We have also seen a dramatic rebound in the stock market. After
falling to a low of 6,500 in March of 2009, the Dow has now risen
back up to above 11,000.
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Two highly respected economists—Dr. Alan Blinder and Dr.
Mark Zandi—completed a study last summer that measured the
impact of Federal actions to shore up the economy, including both
what the Federal Reserve has done as well as the fiscal policy ac-
tions taken by the Bush administration and the Obama adminis-
tration. They looked at the effect of TARP and the stimulus.

Here is a quote from their report. “We find”—referencing the ac-
tions of the Federal Government—“that its effects on real GDP,
jobs, and inflation are huge and probably averted what could have
been Great Depression 2.0. When all is said and done, the financial
and fiscal policies will have cost taxpayers a substantial sum, but
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not nearly as much as most had feared and not nearly as much as
if policymakers had not acted at all. If the comprehensive policy re-
sponses saved the economy from another depression, as we esti-
mate, they were well worth their cost.”

Economists Blinder and Zandi on
Federal Government Response to
Financial Crisis and Recession

“We find that its effects on real GDP, jobs, and
inflation are huge, and probably averted what
could have been called Great Depression 2.0.

“ ..When all is said and done, the financial and
fiscal policies will have cost taxpayers a
substantial sum, but not nearly as much as
most had feared and not nearly as much as if
policymakers had not acted at all. If the
comprehensive policy responses saved the
economy from another depression, as we
estimate, they were well worth their cost.”

—Alan S.Blinder and Mark Zandi
How the Great Recession Was Brought to an End
July 27, 2010

It is worth noting that this was not a partisan-driven conclusion.
Dr. Zandi was an economic adviser to the McCain Presidential
campaign.

This chart shows that Dr. Blinder and Dr. Zandi’s estimate of the
number of jobs we would have had without the Federal response
would have been substantially less. It shows we would have had
8.1 million fewer jobs in the second quarter of 2010 if we had not
had the Federal response—the TARP and the stimulus. In fact,
they say unemployment today, absent the Federal response, would
be 15 percent. So I think it is clear that the actions taken at the
end of the Bush administration and during the Obama administra-
tion played a critical role in helping to avert a financial crisis far
worse than any we have seen since the Great Depression. I think
those policies have been about right in the near term, and the
steady economic recovery we have experienced demonstrates that.
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Jobs Picture: With and Without
Federal Response to Financial
Crisis and Recession

{Millions of jobs, quarterly data, total nonfarm payrolis)

Jobs with Federal
Response

T

8.1 Million Jobs
; Saved by Federal
/ Response in 2nd
. s, Quarter of 2010
Estimated Jobs
without Federal l

Response

First - “Second: . Third Fourth First: . Second . Third Fourth First - Second
Quarter Quarter Quarter  Quarter  Quarter - Quarter . Quarter: Quarter Quarter - Quarter
2008 2008 2008 2008 2009 2009 2009 2009 2010 2010

Sources: U.S Department of Labor; Alan S. Blinder and Mark Zandi,
How the Great Recession Was Brought to an End, July 27, 2010

Where 1 have taken issue with the administration is on the
longer term. I believe deeply that we must do more than what the
administration has so far proposed to address the long-term fiscal
challenge this country confronts. We are borrowing 40 cents of
every dollar we spend. We cannot do that much longer. We are
headed for a circumstance in which we will be adding $1 trillion
to the gross debt of this country every year for the next 10 years.
That cannot be our fiscal future.

That is why I believe we need a bipartisan, compromise debt re-
duction plan of the size and scope proposed by the President’s own
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Fiscal Commission. The Fiscal Commission took a balanced ap-
proach that included every part of the Federal budget—mandatory
spending, domestic spending, defense spending, and, yes, the rev-
enue side—and came up with a plan to reduce the debt $4 trillion
over the next 10 years.

I am going to stop there because of the time constraints that we
are under and ask Senator Sessions for his opening remarks. Then
we will go to the witness for her comments, and then we will go
to questions.

I again thank Senator Sessions for accommodating this after-
noon’s scheduling of a hearing given all of the other things that are
occurring in the Senate today. Senator Sessions.

OPENING STATEMENT OF SENATOR SESSIONS

Senator SESSIONS. Thank you, Mr. Chairman.

I join our Chairman in welcoming you to the Committee today,
Ms. Higginbottom, and we appreciate you, and Legislative Director
is an important thing in a Senate office, and I am sure Senator
Kerry has confidence in you in policy and Senate matters, or he
would not have appointed you to it. But I do not understand that
during that period of time you had direct responsibility over budget
issues, nor was the Senator on the Budget Committee, I do not
think, during that time.

But you have been nominated for a critical position at a critical
agency at a critical time. It just is. Right now we are on a dan-
gerous path. We are borrowing 40 cents of every dollar. Our deficit
this year is projected to be $1.65 trillion, the largest ever by any
Nation in the world, and certainly the largest in our country. The
amount of money we owe will be greater than the value of every-
thing we produce in our economy.

This crushing debt burdens growth. It undermines economic con-
fidence and threatens our Nation with a severe debt crisis. We
have been told that repeatedly. A study from economists Reinhart
and Rogoff explained that when a Nation’s debt-to-GDP exceeds 90
percent, GDP growth each year is a percentage point lower than it
otherwise would have been. And when that growth is 2 percent, 2.5
percent, a 1-percent reduction is very significant. Our debt is now
over 90 percent and will reach 100 percent by September 30th.
That means we could already be losing a million jobs a year as a
result of 1-percent GDP loss.

Week after week experts have testified before this Committee to
sound the alarm. The co-chairs of the Deficit Commission, Erskine
Bowles and Alan Simpson, declared that if the United States failed
to curb our growing debt, the country would face “the most predict-
able economic crisis in its history.”

Echoing Alan Greenspan, they said that such an event could
occur relatively soon, in just 1 or 2 years—their testimony, not
mine—if we do not take significant action. The effects of an event
like that would be felt most severely by everyday working Ameri-
cans and could easily be greater—we hope not—than the last finan-
cial crisis that we had. But even any kind of knocking us down into
another recession would be damaging to this fragile growth path
that we hope we can stay on.
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Given these dangers, you can understand my concern that the
President and Budget Director Lew, your potential boss, have pre-
sented the President’s budget as practically solving this situation.
Both have said this budget allows us to live within our means,
spend only what we take in, and begin paying down the debt. That
is their words, the President’s words, Mr. Lew’s words. And I think
to some degree you affirmed that in a previous hearing.

Simply put, these claims are detached from reality, and they un-
dermine efforts to tackle our growing debt danger. If a CEO made
these statements to investors that his company was living within
its means and paying down its debt and asked them to invest and
people later found out that they were running massive deficits, do
you think he would not be subject to liability?

To confront these challenges, we need leadership and candor
from the White House and from OMB. Sadly, both have been lack-
ing. The President has yet to look the American people in the eye
and explain the basic fact that we have run out of money and can
no longer sustain this bloated Federal budget. Instead, he presents
a budget that doubles our gross national debt in 10 years and in-
creases spending year after year. And I am certain that tomorrow
when CBO issues its analysis of the President’s plan, they will con-
firm that it contains hundreds of billions more in spending and
debt than your OMB report has suggested—or the OMB report.

So we need honest budgeting. We have got to have that, facts-
based budgeting, not fantasy budgeting. Your testimony today, I
hope, will not repeat the spin that we have seen from the White
House so far. I cannot support any nominee to this position, espe-
cially in such a time as this, who is unable to discuss the budget
with clarity and candor. There are some matters on which we can
agree to disagree, of course. There will be some disagreements. But
facts are facts, and there can be no debating that the President’s
budget does not live within our means.

I must admit I also have concerns about your lack of experience.
On average, nominees for your post have had 6 or 7 years of profes-
sional experience in budget and finance. Many have had much
more than that. You concede you do not have such a background.
I will be interested to hear your explanation as to what qualifies
you for the post and will keep an open mind on that.

Our financial challenges are immense, but I am optimistic about
the future. I know we can meet the challenges that are before us
and put this country on the path to prosperity. We have got to get
off the road of spending and borrowing and get on the road to a
lean and productive Government that allows the private sector to
grow and thrive. We need to reform our Tax Code that penalizes
productivity, unlock domestic energy sources, keep energy prices
down, remove the cloud of debt that is pulling down growth in our
economy.

America occupies an exceptional place in the history of the world,
but if we continue down this path of spending and borrowing reck-
lessly, we will leave America weakened and diminished. But if we
rise to the challenge today, we will be stronger now and stronger
tomorrow.

Thank you, Mr. Chairman.

Chairman CONRAD. Thank you, Senator.
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Under the rules of the Committee, the nominee is required to
testify under oath, so at this point, if you will rise, I would like to
swear you in. Do you swear that the testimony that you are about
to give will be the truth, the whole truth, and nothing but the
truth, so help you God?

Ms. HicgGINBOTTOM. I do.

Chairman CONRAD. If asked to do so and if given reasonable no-
tice, will you agree to appear before this Committee in the future
1a’llnd gnswer any questions that members of this Committee might

ave?

Ms. HIGGINBOTTOM. Yes.

Chairman CONRAD. I thank you for that. Please be seated. Wel-
come to the Senate Budget Committee and please proceed with
your testimony.

TESTIMONY OF HEATHER A. HIGGINBOTTOM, NOMINEE TO BE
DEPUTY DIRECTOR, OFFICE OF MANAGEMENT AND BUDGET

Ms. HicGINBOTTOM. Thank you, Mr. Chairman, Ranking Member
Sessions, members of the Committee. I am honored to come before
you as President Obama’s nominee to be Deputy Director of the Of-
fice of Management and Budget. I would like to thank Senator
Kerry for taking time from his very busy schedule to introduce me
to the Committee today. As he mentioned, for over 7 years I had
the privilege of serving in many capacities for Senator Kerry, and
in many ways what I have learned about public service and Gov-
ernment I learned in this body and I learned from him. I am grate-
ful for that, and I am confident that I would not be before the Com-
mittee today without the opportunities that that experience af-
forded me.

I am also deeply grateful to President Obama not just for nomi-
nating me for the position, but also for the tremendous opportunity
that he gave me when I joined his campaign as Policy Director over
4 years ago. Over the course of the campaign and for the past 2
years in the White House, I have had opportunities to contribute
to the Nation in ways I never could have dreamed of.

Mr. Chairman, the serious fiscal challenges facing the country
make this an extraordinarily important and humbling time to be
nominated to join the Office of Management and Budget. We have
only recently turned the tide on the worst economic downturn in
a generation, and once again the economy is growing and the pri-
vate sector is creating jobs.

The policies deployed to rescue the economy necessarily added to
this deficit in the short term. As the economy strengthens, it is
time to make the tough choices necessary to place the country on
a responsible fiscal path and focus on our long-term challenges.
This means cutting where we can, making the investments nec-
essary to foster continued growth and job creation, and for our
long-term competitiveness. It also means managing the resources of
the Federal Government in a way that gets the most from every
taxpayer dollar, cuts waste, boosts efficiency and effectiveness, and
gives all Americans the means to see how their money is being
spent and to hold their Government accountable for its actions.

The President’s budget is an articulation of his agenda, which re-
quires making choices among competing interests within the con-
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straints of a recovering economy and with the best interest of the
taxpayer in mind. In each position I have held, as Senator Kerry’s
Legislative Director, managing policy in two Presidential cam-
paigns, and for 2 years in the White House Domestic Policy Coun-
cil, I have worked on a wide range of areas from economic policy
to national security to domestic policy, and I have had to work
through the budgetary implications of each. I have guided proc-
esses that made choices about what we could afford, what pro-
grams and initiatives were the most cost-effective and how to im-
plement them.

If I am fortunate enough to be confirmed, I will bring this experi-
ence developing policy within our budgetary constraints to OMB in
the Deputy Director role.

If confirmed, I will work closely with the Director, Jack Lew, and
the Deputy Director for Management and Chief Performance Offi-
cer, Jeffrey Zients, to help our Government run as efficiently and
effectively as possible. I also look forward to working with all of
you on this shared goal, if confirmed.

I thank you for your consideration, and I would be happy to an-
swer any questions.

[The prepared statement of Ms. Higginbottom follows:]
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Statement of Heather A. Higginbottom
Nominee to Serve As
Deputy Director of the Office of Management and Budget
Before the Budget Committee
United States Senate
March 17, 2011

Mr. Chairman, Ranking Member Sessions, and Members of the Committee, I am honored to
come before you as President Obama’s nominee to be Deputy Director of the Office of
Management and Budget.

1 would like to thank Senator Kerry for taking time from his busy schedule to introduce me to the
Committee. For over seven years, I had the privilege of serving in several capacities for Senator
Kerry; and in many ways, what I have learned about public service and government I learned in
this body working for him. [ am grateful for that, and I am confident I would not be before the
Committee today without the opportunities those experiences afforded me.

1 am also deeply grateful to President Obama, not just for nominating me for this position, but
also for the tremendous opportunity he gave me when I joined his campaign as policy director
four years ago. Over the course of the campaign and for the past two years in the White House, 1
have had opportunities to contribute to the nation in ways I could never have dreamed of.

Mr. Chairman, the serious fiscal challenges facing the country make this an extraordinarily
important and humbling time to be nominated to join the Office of Management and Budget.
We have only recently turned the tide on the worst economic downturn in a generation and once
again the economy is growing and the private sector is creating jobs. The policies deployed to
rescue the economy necessarily added to this deficit in the short-term. As the economy
strengthens, it is time to make the tough choices necessary to place the country on a responsible
fiscal path and focus on our long-term challenges. This means cutting where we can and making
the investments necessary to foster continued economic growth and job creation for our long-
term global competitiveness. It also means managing the resources of the Federal Government
in a way that gets the most from every taxpayer dollar, cuts waste, boosts efficiency and
effectiveness, and gives all Americans the means to see how their money is being spent and to
hold their government accountable for its actions.

The President’s budget is an articulation of his agenda, which requires making choices among
competing interests, within the constraints of a recovering economy, and with the best interest of
the taxpayer in mind. In each position that I have held - as Legislative Director in Senator
Kerry’s office, managing policy for two presidential campaigns, and for two years in the White
House Domestic Policy Council - ] have worked on a wide range of areas, from economic policy
to national security to domestic policy, and I have had to work through the budgetary
implications of each. Ihave guided processes that made choices about what we could afford,
what programs and initiatives were the most cost-effective, and how to implement them. Ifl am
fortunate enough to be confirmed, I will bring this experience developing policy within our
budgetary constraints to OMB and the Deputy Director role.

If confirmed, 1 will work closely with the Director, Jack Lew, and the Deputy Director for
Management and Chief Performance Officer, Jeffrey Zients, to help our government run as
efficiently and effectively as possible. And I also look forward to working with all of you on this
shared goal.

Thank you for your consideration today. I would be pleased to address any questions you may
have.

Chairman CONRAD. Thank you. Thank you for that statement,
and thanks for your willingness to serve. Thanks for your prior
service both in the Senate and in the White House.
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I would like to begin by asking you about your service to Senator
Kerry as his Legislative Director. In that position were you in-
Volvet?l in overseeing his work on budget issues and budget con-
cerns?

Ms. HIGGINBOTTOM. In the role of Legislative Director for Sen-
ator Kerry, I had responsibility for managing his entire legislative
agenda. That included the development of his proposals, his work
relating to the budget, as well as his appropriations work. As I de-
veloped various policy proposals and managed that process, we
worked through the cost implications and how to pay for those pro-
posals in addition to the budget and appropriations work.

Chairman CONRAD. I can just say, my Legislative Director has
been with me now almost 20 years, is involved in every serious de-
liberation that involves my responsibility on this committee. I
think that is typically the way it is done here, that a Legislative
Director is involved in all of the major issues that a Senator is in-
volved in.

Let me ask you, with respect to your positions at the White
House as Deputy Assistant to the President and Deputy Director
of the Domestic Policy Council, I am much less familiar with how
the Domestic Policy Council functions, but I would ask you, were
you involved in budget issues there as the Deputy Director?

Ms. HIGGINBOTTOM. Yes. For the past 2 years, as a member of
the Domestic Policy Council and a senior member there, we worked
very, very closely with OMB in the development of the President’s
budget, specifically on the domestic agenda. We worked on the edu-
cation reforms and many of the proposals from the very first days
of the administration.

Chairman CONRAD. And Director Lew tells me that he personally
selected you to be his Deputy, is that your understanding?

Ms. HIGGINBOTTOM. Yes, that is my understanding.

Chairman CONRAD. And can you tell us why you think Director
Lew thought you would be especially valuable to him?

Ms. HicGINBOTTOM. Yes. When I spoke to the Director about this
position, this opportunity, he explained that there were essentially
three major functions that he would expect a deputy to perform.
The first would be working closely with him to develop the Presi-
dent’s annual budget. The second is internal management of OMB.
And the third is to lead and coordinate OMB’s participation in the
policy-making process, both in the Executive Office of the President
as well as with the agencies. It is very important that OMB’s equi-
ties and sensibilities are part of those conversations and that is
part of the experience that he thought I would contribute to.

He knows that the experience that I have had throughout over
a decade working in different policy positions in the legislative and
the executive branch have given me a breadth of experience on pol-
icy that is suitable to the task at OMB, which is to work to assem-
ble the President’s budget, and in those varied experiences I have
had the opportunity to make tradeoffs and decisions and choices
about what we need to do, what we need to propose, and how to
pay for it.

Chairman CONRAD. I would just say, I have now looked at pre-
vious Deputies and their backgrounds. Mr. McMillin served from
July of 2006 to January of 2009. He had been an advisor to the



18

White House Chief of Staff. He had been on the Senate Banking
Committee staff.

Mr. Kaplan, who served as OMB Deputy Director, had been Spe-
cial Assistant to the President, much as you have been, in the Of-
fice of the Chief of Staff and had been a policy advisor to the Bush-
Cheney campaign, just as you were an advisor to the Obama cam-
paign, and before that had been actually a law clerk for Justices
at the Supreme Court.

And Nancy Dorn, who was a previous Deputy Director, had
worked in legislative affairs for Vice President Cheney, was a de-
fense and foreign policy advisor to Speaker Hastert, had been a lob-
byist here in Washington and a member of the Inter-American
Bank Foundation and an Assistant Secretary of the Army.

So it is interesting, really, how close your background matches
the backgrounds of three previous Deputy Directors of the Office of
Management and Budget.

We have just been advised that votes may start as early as 2:45,
so I am going to cut my questioning short. We will do 7-minute
rounds. We will go to Senator Sessions and then Senator
Whitehouse and whatever other members appear.

Senator Sessions?

Senator SESSIONS. Thank you, Mr. Chairman.

Ms. Higginbottom, let me first ask you, you would agree, I am
sure, that OMB must be honest with the American people and hon-
est with Congress when it produces its reports and its analysis and
its statements that it makes publicly, would you not?

Ms. HigGINBOTTOM. Yes, I would.

Senator SESSIONS. Let me ask you this. Maybe we can ask you
to look at this chart. Your Director, Mr. Lew, has used the same
phrase. This happens to be President Obama’s statement. “We will
not be adding more to the debt.” He is referring to this budget, the
one that he has submitted to us, and he has stated to the American
people, and Mr. Lew has stated to the American people, that we
Wﬂ]? not be adding more to the debt. Is that a correct statement or
not?

Ms. HigGINBOTTOM. What both the Director and the President
are referring to is the idea——

Senator SESSIONS. No, I ask you, heard by the American people,
fair{}y heard by the American people, is that a true statement or
not?

Ms. HIGGINBOTTOM. I cannot express how the American people
would hear that. What I can say is that, of course, the interest pay-
ments on the debt will add to the debt. The point that both the
President and the Director have made is that this budget takes
steps——

Senator SESSIONS. I do not know what you are talking about, in-
terest payment will be added to the debt. President Obama and
Mr. Lew have looked the American people in the eye without any
qualifications, without talking about interest payments, and said,
“We will not be adding more to the national debt.” So you are
asked to assume this important role. I ask you if you stand by that
and if you believe that is accurate.

Ms. HIGGINBOTTOM. Senator, I would like to explain what they
are referring to, which is a——
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Senator SESSIONS. Well

Chairman CONRAD. Let us let her

Ms. HIGGINBOTTOM. Senator:

Chairman CONRAD. We have got to be fair here.

Senator SESSIONS. I will ask——

Chairman CONRAD. No, wait, wait, wait, wait, wait. You have
asked her a question. She has a right to answer the question. We
are not going to have this committee function—we are not going to
ask people questions and not let them answer the question.

Ms. HIiGGINBOTTOM. Both the President and the Director are re-
ferring to an effort to ensure that we pay for the programs, the gov-
ernment’s operating costs, as they are proposed. That does not—
that is a concept of primary balance, which I know you and the Di-
rector have discussed. That notion does not speak to the interest
payments. When the President came to office, there was a $1.3 tril-
lion deficit. We have to borrow money to pay on that deficit. But
what that statement refers to is an effort to get our——

Senator SESSIONS. Well, could I ask you this question. Did Mr.
Lew or the President of the United States, when they made that
statement, “We will not be adding to the debt,” did they say, by the
way, American people, what we really mean is some arcane idea
about not counting interest payments that the United States must
make as part of our debt? Did they say that?

Mlsd HigGINBOTTOM. I am not sure exactly what they did say. I
wou

Senator SESSIONS. Well, if they did not say that, would that be
an accurate statement?

Ms. HIGGINBOTTOM. The interest costs on the debt add to the—
the interests costs on what we are borrowing on our deficit add to
the debt.

Senator SESSIONS. Well, you are correct, and Mr. Geithner ac-
knowledged that after Mr. Lew stood by his statement in this com-
mittee, after the President’s own Press Secretary, when asked how
could he make such a statement, did he stand by it, said, “Abso-
lutely.” So to me, it is—what about the statement that Mr. Lew
made that it pays down our debt?

Ms. HIiGGINBOTTOM. I am sorry, which statement?

Senator SESSIONS. That it pays down our debt, this budget that
has just been

Ms. HIGGINBOTTOM. I am not familiar with that statement. I
think what is clear about the

Sengtor SESSIONS. Well, if he said that, would that be accurate
or not?

Ms. HicGiINBOTTOM. The fiscal year 2012 budget stabilizes the
debt as a percentage of the economy. It is what we have referred
to, the President has referred to as a down-payment or a first step
in being able to tackle the long-term issue and really paying down
the debt.

Senator SESSIONS. Well, that is not what he said. He said we will
not be adding more to the national debt.

Look at that chart up there. That is from the President’s budget
numbers. Is there a single year in which we do not add more to
the debt?

Ms. HiGGINBOTTOM. No.
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S;}nator SESSIONS. It goes up and it doubles in 10 years, does it
not?

Ms. HiGGINBOTTOM. As I mentioned, when the President took of-
fice, there was a $1.3 trillion deficit. Payments on those are quite
expensive and that adds to our debt. The concept both the Presi-
dent and the Director are referring to is achieving a point of bal-
ance with the programs that we are proposing and paying. That is
a milestone. That is not an end point. And the President’s budget
makes very clear that we need to go far beyond that to really tackle
our long-term deficit and debt issues.

Senator SESSIONS. So you are saying that, well, what the Presi-
dent really meant but what he did not say is that in 1 year or so,
you calculate that if you do not count the interest, which is about
the first thing you have to pay on your business debt in responsi-
bility of payments, that if we do not count interest, then we can
tell the American people we are not adding to our debt. Do you
think that is a legitimate way to discuss with the American people
the debt crisis we now face?

Ms. HIGGINBOTTOM. Senator, I think if we are trying to lay a re-
sponsible fiscal path coming out of this severe economic downturn,
one of the first things we have to do is stop digging into the hole
with the programs that we are proposing and funding.

Senator SESSIONS. Does this budget do that?

Ms. HIGGINBOTTOM. The budget provides a path to ensure that
the programs that are proposed

Senator SESSIONS. Does the budget—I do not know what a path
means. I am saying, within 10 years, does it do what you said?

Ms. HIGGINBOTTOM. Does it not add to the debt?

Senator SESSIONS. You said it puts us on a path to——

Ms. HIGGINBOTTOM. Puts us on a path to stabilize our debt as a
percentage of the economy, which is a very important first step to
eventually being able to pay it down, which is the large task in
front of us. And that is not just what I have said. Both the Director
and the President have said this is a down-payment and a first
step that we need to take.

Senator SESSIONS. Well, let us take the last 3 years of the Presi-
dent’s 10-year budget. Do the deficits go down those years, eight,
nine, and ten, or does the annual deficit go up in eight, nine, and
ten?

b Ms. HIGGINBOTTOM. I do not have the deficit table in front of me,
ut [——

Senator SESSIONS. Well, it is an important matter. I know what
they basically say.

Ms. HiGGINBOTTOM. The President’s budget reduces the deficit,
takcti“:s it to about $600 billion and stabilizes it. But as we have
sai

Senator SESSIONS. No, it does not stabilize it. In years eight,
nine, and ten, it goes up every year and reaches approximately
$900 billion from $600 billion as the low point in the entire 10
years. The highest debt Bush ever had was $450 billion.

Ms. HIGGINBOTTOM. And——

Senator SESSIONS. You do not have a single year in which the
deficit falls below $600 billion, do you, based on the budget that
has been submitted here?
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Ms. HIGGINBOTTOM. That is correct, and Senator, both the Presi-
dent and the Director, in discussing this budget, have talked re-
peatedly about these being the first steps that we need to take and
that we need to come together in a bipartisan fashion, as the
Chairman and some of his colleagues are doing, to really look at
these longer-term issues. So this is not the end of the road. It is
a first step. The President’s budget is a first step in the budget
process.

Senator SESSIONS. Well, thank you very much, and thank you,
Mr. Chairman. I just believe that we are off track here with the
language that we are hearing. I respected Mr. Lew and was
pleased to support him, thought he would do fine, but I have been
stunned by his public statements about the debt and my confidence
in him has been reduced. Thank you.

Chairman CONRAD. Let me just say on this question of primary
balance, because this is, frankly, something that did not start with
the administration and actually started in the economics commu-
nity, and it is this notion that if you get down to a deficit less than
3 percent of GDP, that you stabilize the debt. The debt is then no
longer growing as a share of the GDP. And it is a way of balancing
current expenditures against current income, not counting debt
service.

I happen to agree with you that the use of this language, and I
know economists like it because they like the idea of stabilizing the
debt so that it is not growing as a share of GDP, and I understand
the concept of matching current expenditures and current income.
That is the notion of primary balance. It does not count previous
debt service.

The trouble I have with it, and I think the trouble the Ranking
Member has with it, is it can lead to the American people maybe
hearing this and concluding that we have got the problem under
control. And I think the point that the Ranking Member is making,
and it is a point that I have made, is that the debt continues to
grow.

It is true, it is stabilized as a share of GDP, and that is really
what Director Lew was talking about, I think what the President
was talking about. It is true they are matching current expendi-
tures with current income, not counting previous debt service. But
I think the trouble that I have, and I cannot speak for the Ranking
Member, but from his comments, I think the problem he has, is
that it might lead some casually listening to the conversation to
conclude we have solved the problem, and I think you know, I
think the President knows, I know for sure Jack Lew knows the
problem is not solved.

Senator SESSIONS. Could I just say that five different fact check
organizations have found that statement to be false, which it plain-
ly is. Qualified in the fashion that the Chairman said, it might be
a legitimate argument to make, but unqualified is misleading to
the American people and should never be repeated.

Ms. HIGGINBOTTOM. And if I could, I think it is important that
we have a very honest conversation with the American people
about what the large task ahead of us is and what it is going to
entail. I think that is a very important point.

Chairman CONRAD. Senator Whitehouse?
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Senator WHITEHOUSE. Thank you very much.

I am glad to have you here, Ms. Higginbottom.

Ms. HicGINBOTTOM. Thank you.

Senator WHITEHOUSE. I want to make one comment, which is
that we in the—I have been in a lot of budget hearings recently
and I have heard nearly relentless call from the other side of the
aisle for more engagement by the White House with us in the
budget process. There has been no criticism that the White House
is too engaged with the Senate in the budget process. It is virtually
a unanimous chorus that the White House and OMB are not en-
gaged enough with the Senate in this budget discussion.

And so along comes the Director of the Office of Management
and Budget and he chooses for his deputy somebody who would
be—who is ideally situated to bridge that gap between the White
House Office of Management and Budget, where you will be, and
the Senate, where you have served so long. And the criticism that
I have detected of the propriety, I guess, of your selection for this
position seems to me to be what do you not—you know, it is like,
what part of yes did you not like?

As far as what I can tell, what you bring to this is the message
to us, yes, we hear you. Yes, we want to be more engaged, and we
particularly want to be more engaged with the Senate. I think the
House might have a grievance because of your Senate background,
but I would have expected my colleagues on the Senate to welcome
your appointment and to see your really immense qualifications as
ones that track precisely in the direction that they want the OMB
to go, which is higher, better, and more detailed coordination with
the Senate.

So I am a little bit mystified at some of the comments that I
have heard, but as far as I can tell, I want to let you know that
to the extent that the Director’s position in selecting you reflected
a desire for that kind of more intense relationship with the Senate
and with this committee, I applaud it and I think it is a great step.
You have a wonderful reputation in the Senate, so I am delighted
to add that to the equation.

Chairman CONRAD. Senator, could I interrupt——

Senator WHITEHOUSE. Please.

Chairman CONRAD [continuing]. To just advise the other mem-
bers, there are now 10 minutes left on a vote. So what I would pro-
pose is that we divide up—you have got about 4 minutes remain-
ing. If we could do your 4 minutes and then go to Senator Begich,
then we would be able to close the hearing and go to the vote.

Senator WHITEHOUSE. I can probably be less than 4 minutes, be-
cause the other point that I wanted to make is that—let me frame
this as a question. Is there a way to separate out in government
budget choices from policy choices? Is there such a thing as a budg-
et choice that does not have a policy impact or consequence?

Ms. HIGGINBOTTOM. Thank you, Senator. In my experience and
in my estimation, the answer is no. When you look at the series
of decisions that led to taking us from the surplus to the deficit
that occurred over the last decade or so, those are a series of policy
choices about what we are paying for and how to do it.

The path forward, dealing with our long-term fiscal challenges is
going to require a set of decisions about policies, how we are going
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to address entitlements, how we are going to address spending,
what the programs will look like, how they can be made more effi-
cient and effective.

So I would agree with the premise of your question that these
are very interrelated, and I think that when the Director ap-
proached me about this position, it was along those lines that he
thought that my experience was well suited to that.

Senator WHITEHOUSE. And as some of my colleagues have said,
these are not ordinary times. These are extraordinary times from
a budget point of view, which means that we can expect extraor-
dinary policy consequences from the decisions we make. So, for in-
stance, if we make the policy choice to eliminate Planned Parent-
hood, to eliminate the Americorps program, to eliminate TIGER
grants, to cut the heck out of the Head Start program, but to pre-
serve every corporate tax loophole on the books, it is important to
evaluate that choice as a policy choice, is it not?

Ms. HIGGINBOTTOM. It is, indeed, and the President’s proposal for
freezing non-security discretionary spending is not an across-the-
board cut for the reasons that you articulated. It is important that
we go through and learn what we can live with and what we can
cut.

Senator WHITEHOUSE. Let me close out with one point that the
Chairman has heard me make in every hearing that we have had,
and that is that if we are going to solve our health care problem,
we are going to have to do it as a systemic solution in health care.
It is not just a government program problem. It is a health care
system problem that affects both government programs and private
companies and insurers who are seeing the same increases from
the underlying problem in the health care system.

And T applaud the fact that you have this policy background be-
cause people who come at this only from a budget background, take
a look at the delivery system reform piece of the equation, look to
the fact that OMB and CBO cannot, because of its nature, put an
instant dollar calculation on it and say it saves X, and then they
move on to other things. And I think it is a blindness in the budget
mindset that is really dangerous as we deal with our health care
problem, and I think you, having the broader policy mindset and
understanding that some things are worth the trip, even if you are
not sure when various benchmarks will be made and when those
enormous prospective savings can be realized, is still worth the pol-
icy emphasis and the necessary budget emphasis to support it.

So I am here to say that I think you are the right person at the
right time in order to have the right relationship between this com-
mittee and this body with the White House as we try to get to the
right policies for the American people in this budget discussion. I
thank you for your willingness to serve.

Ms. HigGINBOTTOM. Thank you, Senator.

Chairman CONRAD. Senator Begich?

Senator BEGICH. Thank you very much, Mr. Chairman. I will try
to be brief, too, because I know we have these votes.

First off, thank you very much for your willingness to serve. My
philosophy is fairly simple when it comes to executive appoint-
ments. I am a former mayor. I had to appoint people and go
through a process, but I also served on a legislative body, in the
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local city council for nine-and-a-half years, and my view has always
been, even when I maybe disagreed philosophically with the person
who was at that time a mayor and I was an assembly member,
they had the choice to pick their team. They live and die by that
choice.

Now, that is how I look at it, so however you move forward in
a sense of hopefully you will be appointed to this position and we
are going to hold you accountable, I will probably have a lot to say,
especially to OMB, because I think they are sometimes confused on
what Alaska is about and I sometimes wonder if they know that
Alaska is part of the United States, so we will have those conversa-
tions.

But to Senator Whitehouse’s comment, in all due respect to my
colleague earlier who has left, I am not mystified what is going on.
I may be new here, but I am not lost on what is going on here.
They do not necessarily like who you worked for. They do not like
the policies of the OMB Director. They do not like the President.
I can go through the shopping list. And you are the victim today.
And I appreciate the Chairman kind of bringing it back to cordial
commentary rather than interrupting you all the time on your at-
tempting to try to answer the questions.

I would encourage my colleague who had left earlier, if he has
an issue with Jack Lew’s comment, he should call Jack Lew. That
is who could probably answer his question, rather than putting you
through that. But you did a good job.

I know some, and I have heard the buzz words before, because
as someone who entered the public service at a very young age,
serving for a mayor at the age of 20 and then being elected to the
city council at 26, I know when they use the words, “experience”
is a buzz word for age. I understand that. It is a code word.

If there is anything this government needs more of, people that
are younger generation and understand what the heck is going on.
So I truly appreciate that you are part of this OMB team, because
I sometimes think that folks that have been here way too long in
the sense of the bureaucracy and also people who have many,
many, many decades in government service—no disrespect to
them—they need some new blood in there to shake it up. And so
I appreciate your willingness, again, to serve.

My question is just a real simple one, which probably is not an
easy answer, and that is my frustration with these stop-gap meas-
ures of funding, which again in about 3 minutes or so we will be
voting on them, I think these are appalling, this is the way we op-
erate in a three-plus-trillion-dollar budget. But I am curious, do
you have any thoughts of what you feel is a way, not the political
way, but how you can make it easier for us to do our job to really
help move this system a little bit faster?

Ms. HicgINBOoTTOM. Well, first, Senator, thank you very much for
your comments.

With respect to the process that is underway now for closing out
fiscal year 2011 funding, I think there are steps that, if the regular
order is followed and in a regular year, can really be very effective.
One of the reasons why I am excited to serve this President, but
specifically with Director Lew, is because he is very deft and expe-
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rienced at the budget process from the executive branch perspec-
tive.

The President’s budget is the first step. This committee, the
House, as well, will lay out theirs. And if we follow that process
and work and have real dialog and discussion, I think we can get
to a place where we are not simply passing short-term spending
bills and have a more comprehensive and serious look at the fiscal
picture.

Senator BEGICH. Thank you very much.

Mr. Chairman, I just want to say, I think the applicant has great
qualifications. You will hear more from me. I am hoping that you
will get appointed. I know there is a lot of information that was
put on earlier, you know, what debt or deficit we started this fiscal
year with. I think there was a few hundred million my colleague
was off when he said 400. I think that President Bush’s actually
last budget proposal was over a trillion dollars of deficit spending.
People get a little foggy on the numbers around here because it is
good spin.

But I hope when you come forward, that we work on the num-
bers in a forthright way. It sounds like you will. And when we dis-
agree, we disagree, but hopefully we will move through this to-
gether as a country to deal with these deficit issues. Thank you
very much.

Ms. HicGINBOTTOM. Thank you, Senator.

Chairman CONRAD. I thank the Senator.

We only have about 2 minutes left on the vote, so we are going
to close the hearing.

First of all, let me say I intend to fully and strongly support your
nomination. I believe you are fully qualified for this job. I note on
this question of age, I was 38 years old when I was elected to the
U.S. Senate, served on this committee. So age—I look back at oth-
ers who have served in that position, in fact, the ones who ran the
agency were in their early 40’s. So I do not think that is the issue.

Look, the issue for all of us is our country is in the ditch. We
can debate all day and all night who put us there. I have got a
view, a very strong view about who is responsible, and it is not this
current President. This current President inherited this disaster.
There can be no question about that. If we want to get into a fac-
tual debate about what this President inherited, it is as clear as
a bell. He inherited a country that was on the precipice of a finan-
cial collapse. That is what he inherited. And thank God he and oth-
ers have taken the steps, and I would also credit the previous ad-
ministration at the end of the administration for the steps that
they took to prevent a collapse.

With that, we thank you, and the hearing will stand adjourned.

Ms. HiGGINBOTTOM. Thank you.

[Whereupon, at 3 p.m., the committee was adjourned.]
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A. BIOGRAPHICAL INFORMATION

1. Name: Heather A. Higginbottom

2. Position to which nominated: Deputy Director Office of Management and
Budget

3. Date of nomination: January 26, 2011

4. Address: (Redacted)

5. Date and place of birth: July 15, 1972; Binghamton, NY
6. Martial status: Single

7. Names and ages of children: N/A

8. Education:

Secondary: Chenango Valley Jr. Sr. High School, Binghamton, NY, June 1990
Undergraduate: University of Rochester, Rochester, NY, 1990-1994, B.A. in Political
Science, May 1994

Graduate: George Washington University, Washington, DC, 1997-1999, MPP, May
1999

9. Employment Record:

e Transportation Research Board, National Research Council, Administrative As-
sistant, Washington, DC November 1999—June 1995

e Communitites In Schools, Government Relations Assistant, Alexandria, VA, June
1995—-July 1997

e Office of Senator John Kerry, Legislative Assistant, Deputy Legislative Director,
Legislative Director, Washington, DC, July 1999—March 2004; November 2004—May
2005; January 2006—February 2007
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e John Kerry for President, Deputy Policy Director, Washington, DC April 2003—
November 2004

e American Security Project, Executive Director, Washington, DC, April 2005-Feb-
ruary 2006

e Obama for America, Policy Director, Chicago, IL, February 2007-November 2008
e Obama Presidential Transition Team, Staff Secretary, Washington, DC, Novem-
ber 2008—January 2009

e The White House, Deputy Assistant to the President and Deputy Director of the
Domestic Policy Council, Washington, DC, January 2009—Present

10. Government Experience: List any advisory, consultative, honorary or other
part-time service or positions with Federal, State, or local governments, other than
those listed above.

None.

11. Business relationships: List all positions currently or formerly held as an offi-
cer, director, trustee, partner, proprietor, agent, representative, or consultant of any
corporation, company, firm, partnership, or other business enterprise, educational or
other institution.

American Security Project, Executive Director, Washington, DC, April 2005-Feb-
ruary 2006

12. Memberships: List all memberships and office currently or formerly held in
professional, business, fraternal, scholarly, civic, public, charitable and other organi-
zations.

e Platform Drafting Committee, Democratic National Committee, Member 2008

13. Political affiliations and activities:

(a) List all offices with a political party which you have held or any public office
for which you been a candidate.

None, except for positions held in connection with political campaigns as described
below.

(b) List all memberships and offices held in and services rendered to all political
parties or election committees during the last 10 years.

John Kerry for President, Deputy Policy Director, Washington, DC April 2003—No-
vember 2004

Platform Drafting Committee, Democratic National Committee, Member 2008
Obama for America, Policy Director, Chicago, IL, February 2007-November 2008

(c) Itemize all political contributions to any individual, campaign organization, polit-
ical party, political action committee, or similar entity of $50 or more for the past
5 years.

$401 to Obama for America in 2008

14. Honors and awards:

e University Fellowship from George Washington University that covered graduate
school tution and provided a stipend for expenses.

15. Published writings:

e The White House blog, “Taking America from #12 to #1”, 7/23/10, http://
whitehouse.gov/blog/2010/07/23/taking-america-12-1

e The White House blog, “Ensuring Your Success”, 9/27/10, http:/
www.whitehouse.gov/blog/2010/09/27/ensuring-your-success

e The White House blog, “The Results are In.” 4/30/10, http://whitehouse.gov/blog/
2010/04/30/results-are

e The White House blog, “Race to the Top High School Commencement Challenge,”
3/4/10,  http:/www.whitehouse.gov/blog.2010/03/04/race-top-high-school-commence-
ment-challenge

16. Speeches:

e Remarks about Obama Administration’s education policy agenda at Board Meet-
ing Dinner of Communities In Schools, 5/14/09

e Commencement address, Political Science degree ceremony, University of Roch-
ester, 5/17/09
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e Remarks on child welfare to Every Child Matters conference on child welfare, 10/
22/09

e Remarks at conference on Promise Neighborhoods, 11/9/09

e Remarks about Obama Administration Domestic Policy Council agenda to
Grantmakers Income Security Taskforce and Grantmakers for Childrem, Youth, and
Families 2/25/10

o Remarks to Voice for America’s Children national conference, 6/25/10

e Remarks to First Focus Children’s Budget conference, 7/14/10

0/ Remarks at Department of Education conference on Promise Neighborhoods, 11/
8/10

Additionally, I made the following informal remarks in the last 5 years.

e Heather Higginbottom Reacts to the Citizen’s Briefing Book http://youtube.com/
watch?v=L6Vtsy5kWAS, 1/13/09

e Open for Questions: The State of the Union http:/youtube.com/
watch?v=3SF8bSbHD4M. 1/27/09

e Remarks about Obama Administration Domestic Policy Council (DPC) policy
agenda at White House briefing of American Hotel and Lodging Association, 3/16/
09

e Remarks about DPC policy agenda to the Children’s Leadership Council, 4/2/09
o Remarks about DPC policy agenda at White House briefing of Hebrew Immi-
grant Aid Society

e Remarks about DPC policy agenda at White House briefing of National Caucus
of Hispanic State Legislators, 4/24/09

e Remarks to high school students about professional career path, 10/23/09

e Remarks at dinner honoring inductees into Chenango Valley High School Hall
of Fame, 10/24/09

e Remarks about immigration reform at White House briefing of Irish American
organizations, 1/15/10

e Open for Questions: More Questions from You Tube http://www.whitehouse.gov/
photos-and-video/video/open-questions-more-questions-you-tube, 2/5/10

e 2/5/10 White House: Open for Questions via YouTube Part 1 of 4 http:/
www.youtube.com/watch?v=GeqTpd16b78, 2/5/2010

e Remarks to student in the YouthBuild program, 3/24/10

e Remarks at closing of White House summit on Community Colleges, 10/5/10

e How the President Stays in Touch with Young People http:/www.mtv.com/videos/
news/583083/how-president-obama-stays-connected-with-young-peo-
ple.jhtml#id=1649327, 10/13/10

0/ Remarks at reception for winners of Promise Neighborhoods planning grants, 11/
8/10

e Remarks about DPC agenda to White House briefing for attendees to Hanukkah
reception, 12/3/10

e Remarks about DPC agenda to White House briefing for attendees to White
House holiday party, 12/16/10

e Remarks at reception for Promise Neighborhoods applicants, 12/16/10

e West Wing Week: Student Loans http://www.youtube.com/watch?v=FMQT-
101WI, 12/30/10
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17. Selection:

(a) What do you believe in your background or employment experience affirmatively
qualifies for this particular appointment?

Over nearly a decade of public service, ranging from non-profits to congress to the
White House, I have worked hard to improve the efficiency and effectiveness of gov-
ernment; to make critical programs respond better the needs and priorities of ordi-
nary Americans. Out Nations faces hard budgetary choices in the coming years. The
experience I gained as the Legislative Director for Senator Kerry, as a Policy Direc-
tor for two national Presidential campaigns, and most recently as Deputy Director
fo the Domestic Policy Council has prepared me to tackle those challenges as Dep-
uty Director of the Office of Management and Budget. This position demands policy
sophistication as well as technical budget expertise. I possess both. I have been in-
volved with numerous budget and appropiations-related issues during my career.
This was essential for me to develop national platforms for two presdential can-
didates. Similarly, my roll at the Domestic Policy Council has required significant
involvement with the budget processes during the Obama Administration. Yet, I
have been responsible for managing such complex processes throughout my profes-
sional life, all of which have had multiple contraints on decision-making, and often
many sources of informatin to process and competing equities to balance. These
skills are critical to ensuring that policy initiatives are affordable, cost-effective and
have long term returns for the taxpayer, which in turn are essential for the Admin-
istration to be a good steward of government.

(b) Were any conditions, expressed or implied, attached to your nomination? If so,
please explain.

No.

(¢) Have you made any commitment(s) with respect to the policies and principles
you will attemt to implement in the position for which you have been nominated?

If so, please identify such commitment(s) and all persons to whom such commit-
ments have been made.

No.

B. FUTURE EMPLOYMENT RELATIONSHIPS

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

If confirmed, I will remain an employee of the US Government.

2. Do you have any plans, commitments or agreements to pursue outside employ-
ment, with or without compensation, during your service with the government? If
so, please explain.

No.
3. Do you have any plans, commitments or agreements after completing government

service to resume employment, affiliation or practice with your previous employer,
business firm, association or organization?

No.
4. Has anybody made a commitment to employ your services in any capacity after

you leave government service? If so, please identify such person(s) and commit-
ment(s) and explain.

No.

5. If confirmed, do you expect to serve out your full term or until the next Presi-
dential election, whichever is applicable? If not, please explain.

Yes.

C. POTENTIAL CONFLICTS OF INTEREST

1. If confirmed, are there any issues from which you may have to recuse or dis-
qualify yourself because of a conflict of interest or the appearance of a conflict of
interest? If so, please explain.



31

In connection with the nomination process, I have consulted with the Office of Gov-
ernment Ethics and the Office of Management and Budget’s designated agency eth-
ics official to identify potential conflicts of interest. Any potential conflicts of interest
will be resolved in accordance with the terms of an ethics agreement that I have
entered into with OMB’s designated agency ethics official and that has been pro-
vided to this Committee. I am not aware of any other potential conflicts of interest.

2. Identify and describe all investments, obligations, liabilities, business relation-
ships, dealings, financial transactions, and other financial relationships which you
currently have or have had during the last 10 years, whether for yourself, on behalf
of a client, or acting as an agent, that could in any way constitute or result in a
possible conflict of interest in the position to which you have been nominated.

In connection with the nomination process, I have consulted with the Office of Gov-
ernment Ethics and the Office of Management and Budget’s designated agency eth-
ics official to identify potential conflicts of interest. Any potential conflicts of interest
will be resolved in accordance with the terms of an ethics agreement that I have
entered into with OMB’s designated agency ethics official and that has been pro-
vided to this Committee. I am not agare of any other potential conflicts of interest.

3. Describe any activity during the past 10 years in which you have engaged for the
purpose of directly or indirectly influencing the passage, defeat or modification of
any legislation or affecting the administration and execution of law or public policy
other than while in a federal government capacity.

While I have had extensive experience in the formulation of legislation and public
policy as a federal government employee in the legislative and executive branches,
as well as during olitical cmaigns, I have had minimal engagement in these activi-
ties during the short period in which I was neither a government nor a campaign
employee during the relevant time period.

4. Do you agree to have written opinions provided to the Committee by the des-
ignated agency ethics officer of the Office of Management and Budget and by the
Office of Government Ethics concerning potential conflicts of interest or any legal
impediments to your serving in this position?

Yes.

5. Explain how you will resolve potential conflicts of interest, including any dis-
closed by your response to the above questions.

In connection with the nomination process, I have consulted with the Office of Gov-
ernment Ethics and the Office of Management and Budget’s designated agency eth-
ics official to identify potential conflicts of interest. Any potential conflicts of interest
will be resolved in accordance with the terms of an ethics agreement that I have
entered into with OMB’s designated agency ethics official and that has been pro-
vided to this Committee. I am not aqare of any other potential conflicts of interest.

D. LEGAL MATTERS

1. Have you ever been disciplined or cited for a breach of ethics for unprofessional
conduct by, or been the subject of a complaint to any court, administrative agency,
professional association, disciplinary committee, or other professional group? If so,
provide details.

No.

2. To your knowledge, have you ever been investigated, arrested, charged or con-
victed (including pleas of guilty or nolo contendre) by any Federal, State, or other
law enforcement authority for violation of any Federal, State, county or municipal
lavi, regulation, or ordinance, other than a minor traffic offense? If so, provide de-
tails.

No.

3. Have you or any business of which you are or were an officer, director or owner
ever been involved as a party of interest in any administrative agency proceeding
or civil litigation? If so, provide details.

It is possible that my former employers were involved in litigation during the peri-
ods I worked for them; however, to my knowledge, no suit involved allegations re-
lated to my own conduct, and I was not personally involved in any legal proceedings.
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4. Please advise the Committee of any additional information, favorable or unfavor-
able, which you feel should be considered in connection with our nomination.

None.

E. TESTIFYING BEFORE CONGRESS

1. If confirmed, are you willing to appear and testify before any duly constituted
committee of the Congress on such occasions as you may be reasonably requested
to do so?

Yes.

2. If confirmed, are you willing to provide such information as may be requested by
any committee of the Congress?

Yes.

F. FINANCIAL DATA

All information requested under this heading must be provided for yourself, your
spouse, and your dependents.

1. Please provide personal financial information not already listed on the SF278 Fi-
nancial Disclosure form that identifies and states the value of all:

(a) assets of $10,000 or more held directly or indirectly, including but not lim-
ited to bank accounts, securities, commodities futures, real estate, trusts (including
the terms of any beneficial or blind trust of which you, your spouse, or any of your
dependents may be a beneficiary), investments, and other personal property held in
a trade or business or for investment other than household furnishings, personal ef-
fects, clothing, and automobiles; and

(Redacted)

(b) liabilities of $10,000 or more including but not limited to debts, mort-
gages,loans, and other financial obligations for which you, your spouse, or your de-
pendents have a direct or indirect liability or which may be guaranteed by you, your
spouse, or your dependents; and for each such liability indicate the nature of the
liability, the amount, the name of the creditor, the terms of payment, the security
or collateral, and the current status of the debt repayment. If the aggregate of your
consumer debts exceeds $10,000, please include the total as a liability. Please in-
clude additional information, as necessary, to assist the Committee in determining
your financial solvency. The Committee reserves the right to request additional in-
formation if a solvency determination cannot be made definitively from the informa-
tion provided.

(Redacted)

2. List sources, amounts and dates of all anticipated receipts from deferred income
arrangements, stock options, executory contracts and other future benefits which
you expect to derive from current or previous business relationships, professional
services and firm memberships, employers, clients and customers. If dates or
amounts are estimated, please so state. Please only include those items not listed
on the SF 278 Financial Disclosure form.

(Redacted)

3. Provide the identity of and a description of the nature of any interest in an op-
tion, registered copyright, or patent held during the past 12 months and indicate
which, if any, from which you have divested and the date of divestment unless al-
ready indicated on the personal financial statement.

(Redacted)

4. Provide a description of any power of attorney which you hold for or on behalf
of any other person.

(Redacted)

5. List sources and amounts of all gifts exceeding $500 in value received by you,
your spouse, and your dependents during each of the last three years. Gifts received
from members of your immediate family need not be listed.
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(Redacted)

6. Have you filed a Federal income tax return for each of the past 10 years? If not,
please explain.

(Redacted)

7. Have your taxes always been paid on time including taxes on behalf of any em-
ployees? If not, please explain.

(Redacted)

8. Were all your taxes, Federal, State, and local, current (filed and paid) as of the
date of your nomination? If not, please explain.

(Redacted)

9. Has the Internal Revenue Service or any other state or local tax authority ever
audited your Federal, State, local, or other tax return? If so, what resulted from the
audit?

(Redacted)

10. Have any tax liens, either Federal, State, or local, been filed against you or
against any real property or personal property which you own either individually,
jointly, or in partnership? If so, please give the particulars, including the date(s) and
the nature and amount of the lien. State the resolution of the matter.

(Redacted)
11. Provide for the Committee copies of your Federal income tax returns for the past
3 years. These documents will be made available only to Senators and staff persons

designated by the Chairman and Ranking Minority Member. They will not be avail-
able for public inspection.

(Redacted)

12. Have you ever been late in paying court-ordered child support? If so, provide
details.

(Redacted)

13. Have you ever filed for bankruptcy or been a party to any bankruptcy pro-
ceeding? If so, provide details.

(Redacted)
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PRE-HEARING QUESTIONS FROM CHAIRMAN CONRAD WITH
RESPONSES BY HEATHER HIGGINBOTTOM

Questions from Chairman Conrad for Heather Higginbottom,
nominee te be Deputy Director, Office of Management and Budget

1. You have extensive and impressive experience as a public servant, working in a
broad array of policy areas and settings. However, your background does not
appear to include budgeting as a main focus. If confirmed, how do you see your role
as Deputy Director, and how does your professional experience help fulfill that role?

It is my understanding that the OMB Director expects the Deputy Director and Deputy
Director for Management to work as a team, with defined areas of focus depending both
on changing demands, and the skills and background that each of us brings to our
positions. For instance, if confirmed, I expect to work closely with the Director on the
preparation of the annual budget; to coordinate and lead OMB’s participation in the
policy process within the Executive Office of the President; and to help lead internal
management of OMB. If confirmed, I will also work closely with the Deputy Director
for Management to ensure that agency and performance information is integrated into the
annual budget process.

The work I have done outside and inside government has prepared me for the role of
Deputy Director of OMB. As a Legislative Director in the U.S. Senate, in the White
House and on two presidential campaigns I have had significant management experience,
leading large teams in the development of policy agendas and proposals. In addition, I
have worked on budget and appropriations issues in each of these roles, whether
developing a budget for the campaign policy platforms, working on budget and
appropriations issues in the Senate, or working with OMB to develop the President’s
budget and secure funding for key priorities at the Domestic Policy Council. Thave also
had responsibility for managing and coordinating policy across a wide range of issues, as
would be necessary as Deputy Director of OMB. In two presidential campaigns I was
charged with development of the candidate’s entire policy agenda, ranging from
economic to domestic to national security policy.

2. What do you see as the main function of the budget and the budget process?

The budget process provides the means for the President and Congress to decide how
much money to spend, what to spend it on, and how to raise the money they have decided
to spend. Through the budget, they determine the allocation of resources among the
agencies of the Federal Government and between the Federal Government and the private
sector. The challenge is to allocate resources so as to maximize their impact and develop
a budget that meets a responsible fiscal path while at the same time providing for the
needs of the American people, including our national defense and individual security and
opportunity.
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The decisions made in the budget process affect the Nation as a whole, state and local
governments, and individual Americans. Many budget decisions have worldwide
significance. The Congress and President enact budget decisions into law, and the budget
system ensures that these laws are carried out. The Federal Government must continually
review all spending to make certain that every dollar addresses a clear need or problem.

Our Nation is facing long-term budget challenges. Besides focusing on budget decisions
for the upcoming fiscal year, it is important to take a longer term view and provide
policymakers with high quality long-run information, so they can plan adequately for the
future needs of the country and their decisions can be better informed.

3. The nation continues to face two fiscal challenges: (1) continuing and strengthening
the nascent economic recovery, including putting more Americans back to work,

and (2) dealing aggressively with our unsustainable long-term debt. How should the
government balance these two challenges and what mix of policies, including the
timing of implementing such polices, do you believe is necessary to address them?

1 support the approach taken in the President’s FY 2012 Budget which begins the
challenging but essential process of adjusting spending to achieve fiscal sustainability
immediately with a five-year freeze of non-security discretionary spending. At the same
time, it continues to fund the programs needed to assist the unemployed and spur future
economic growth. Deeper cuts than those proposed in the Budget would put the recovery
at risk.

Similarly I believe that it was important to keep taxes from going up on all Americans
just as our economy was beginning to recover, and I applaud members on both side of the
aisle for passing the landmark tax agreement in December.

As the recovery takes hold, our Nation will need to quickly pivot towards deficit
reduction. The President’s FY 2012 Budget would raise revenue starting after 2011,
proposing for example to limit itemized deductions and close loopholes for corporations
that send jobs overseas, eliminating subsidies for oil and gas companies, and cutting tax
breaks for hedge fund managers.

4. What is your assessment of the proposal put forth by the two chairs of the
President’s Fiscal Commission? What do you see as its strengths and weaknesses?

The Commission was charged with identifying policies to improve the fiscal situation in
the medium term and to achieve long-term fiscal sustainability. The Commission put
forward a comprehensive package that included reforms in all parts of Budget, and
proposed deficit reduction package that went significantly beyond their deficit reduction
goal. The Administration doesn’t agree with every recommendation in the report, but
many of the options from the Comumission report were adopted in the Budget that the
President put forward last week.
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Most importantly, the Commission was able to start a real, bicameral, bipartisan
discussion on these issues, and they did so by keeping all options on the table — in
domestic spending, defense spending, health care spending, and spending through tax
breaks and loopholes. I think this was their greatest strength. While they did not in the
end get 14 out of 18 votes, they did achieve a majority, which is a significant
achievement and indicates the seriousness of their process. Their work reset the debate
on further deficit reductions, and expanded the debate to include a broader range of
options.

5. The chairs of the President’s Fiscal Commission proposed almost $4 trillion in
savings through 2020, with more savings coming from the spending side of the
ledger than from the revenue side. How do you assess both the total amount of
savings and the split between spending and revenues?

The mandate of the Fiscal Commission was to design an approach to reach primary
balance in the middle of this decade. I think that was a sensible goal. The Commission
package included reforms that went farther than primary balance. While more will need
to be done farther down the line, we need to have a set of policies that are consistent with
the dual goal of imposing fiscal discipline and supporting the fragile recovery. The FY
2012 Budget lays out a mix of spending and revenue policies over the near term, but the
exact mix of spending and revenue over the long term is something that should be part of
a broad bipartisan conversation over the next several months.

6. What do you think works well with the current budget process? What doesn’t work
well? Are there aspects of the existing budget process that you believe should be
replaced or updated?

The process of preparing the President’s Budget with accompanying materials and
submitting it to Congress and the public has been refined over many decades and works
well.

OMB, the Congressional Budget Office (CBO), and the Government Accountability
Office (GAO) each prepare immediate, mid-term, and long-term budget projections,
explain budgeting concepts and terminology, and relate them to legislation. Over recent
decades, this has improved the budgetary sophistication of all parties involved.

Additionally, the Administration and Congress work together closely as Congress
considers Presidential budgets through its legislative process. If confirmed, 1 look
forward to reviewing this process further to determine if there are any processes’ that
could be improved.
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7. If confirmed, what actions would you take to foster an environment where a
bipartisan compromise could be reached to address the nation’s long-term fiscal
challenges?

1 view the role of Deputy Director to be part of a team working with the Director, the
Deputy Director for Management, and other members of OMB’s senior leadership. The
Director has stated that fostering such an environment is critical for bipartisan
compromise, and if confirmed, I look forward to joining in these efforts.

8. Relative to the size of the economy, at what level of debt do you believe the
government faces a significant risk of a fiscal crisis? Should the government set a
target for stabilizing the debt? If so, at what level and by when?

There is no precise level of debt that triggers a fiscal crisis; it depends on the prospects of
the economy and the budget going forward and on how our debt compares to other
nations. The United States and other nations have had debt far exceeding our current
level, 62 percent of GDP, without triggering a fiscal crisis.

Still, high levels of debt increase the risk of fiscal crisis as well as potentially crowd out
private investment and reduce our ability to respond to future domestic or international
problems. The President’s FY 2012 Budget addresses these concerns over the near term
by stabilizing the debt at around 76 percent of GDP starting in FY 2013.

Beyond the budget window, debt levels are expected to start increasing again due to
spending rising more quickly than revenues, as entitlement spending is projected to
continue rising faster than economic growth. In order to curtail this future growth in debt
we must address the long-term imbalance of spending and revenue.

9, The level of foreign holdings of US debt grew dramatically under the prior
administration and remains at a high level. Do you view the increase in foreign-held
debt to be a problem for the US? Why or why not? Do you believe that the large
amount of foreign holdings of US debt leaves the US vulnerable to the priorities of
foreign creditors?

As long as the United States is running a current account deficit, some of this will be
financed by net purchases of Treasury debt by foreigners. To alleviate any concerns
about overall debt levels, including concerns raised by foreign-held debt, we must bring
the budget deficit to a more sustainable level, as the Administration has outlined in the
President’s FY 2012 Budget.

10. A common criticism of the current budget process is that it does a poor job of
providing information on the long term — both in the budget materials submitted by
the President each year and in the Congressional budget process. Do you agree that
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this is a problem? If so, what ideas do you have for addressing this lack of longterm
information both in the up-front planning each year and in the subsequent
consideration of legislation by Congress?

As the country recovers from the worst recession in generations, we must shift to
rebuilding our competitiveness and investing in our Nation’s future. The President’s FY
2012 Budget outlines an appropriate transition from economic recovery to fiscal
discipline, bringing deficits as a share of the economy from 11 percent of GDP this year
to 3 percent of GDP by the middle of the decade. In doing so, the Budget makes critical
investments in our nation’s education and competitiveness, especially in education and
R&D, while cutting low-priority programs that we cannot afford. The Budget also lays
out a framework for improving our country’s long-term fiscal outlook, using $62 billion
in health savings to pay for a two-year extension of the current levels for the Sustainable
Growth Rate and cutting the value of tax expenditures for the wealthiest Americans to
pay for three years of relief from the Alternative Minimum Tax. While critical first steps,
the President has been clear that these policies are not sufficient to solve our long-term
fiscal challenges, which is why we must work together on a bipartisan basis to address
these issues.

11. The President signed into Iaw last year the Patient Protection and Affordable Care
Act (PPACA), a major and historic piece of legislation that will expand coverage,
lower health care costs over time, and reduce the deficit. However, while important,
much more will need to be done to control health care spending over the long term.

Do you agree that even with PPACA growth in health care spending remains the
nation’s primary budgetary challenge over the long term? If so, in what areas

should Congress and the administration focus its efforts?

I agree that Federal spending on Medicare and Medicaid and rising health costs are the
main contributors to our Nation’s long-term deficit.

The Congressional Budget Office estimated that the Affordable Care Act (ACA) will
reduce the deficit by more than $200 billion from 2012-2021, and by more than $1
trillion in the second decade. At the same time, the Act has the potential to
fundamentally transform our health system into one that delivers better care at lower cost.
The ACA includes many of the most promising ideas from economists, practitioners, and
leaders across the political spectrum to rein in long-term health costs. These include the
Independent Payment Advisory Board, the excise tax on high-cost health insurance plans,
and measures to curb waste and improper payments in the Medicare and Medicaid
programs.

Our Nation’s fiscal challenges show how important it is to successfully implement the
Affordable Care Act. We need to ensure the Affordable Care Act’s cost-saving measures
are implemented and move forward with other efforts to reduce deficits. If confirmed as
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Deputy Director of OMB, 1 look forward to working towards the effective
implementation of the ACA, as well as on additional measures to constrain rising health
care costs.

12. The President has proposed making the Pell grant program fully mandatory in each
of his first two budgets. Congress elected not to include that proposal as part of the
changes it made to higher education in the Health Care and Education

Reconciliation Act of 2010. Given Congress’s decision against making Pell fully
mandatory, how should the budget and budget process account for the discretionary
piece of Pell funding, including the amount of any shortfalls?

The President’s FY 2012 Budget proposes a workable, permanent solution to the cost
increases and structural shortfalls that plagued the Pell program. Following the lead of
Congress, the FY 2012 Budget reflects the current Congressional treatment and proposes
specific and difficult measures designed to put discretionary Pell Grants on a sustainable
path. At the same time, this remains a program with a history of significant unanticipated
funding increases, and we believe that it would be unwise for the budgetary treatment of
Pell Grants to force continual cuts in need-based postsecondary education aid that would
undermine the Nation’s long-term success. For this reason, the Administration looks
forward to working with Congress to consider ways to ensure that the Pell Grant program
has the necessary resources.

13. As part of its larger package of recommendations, the chairs of the President’s
Fiscal Commission propose to reclassify spending from the Transportation Trust
Fund to mandatory and eventually to limit such spending from the trust fund to the
amount of dedicated revenue collected the previous year. This proposal comes at a
time when Congress has both failed to reauthorize surface transportation programs
and been forced to authorize 2 number of transfers of money from the General
Fund into the Transportation Trust Fund. Does the proposal adequately address
the fundamental problems facing the Transportation Trust Fund and
transportation funding, in general? If not, explain why? Are there additional
recommendations, including changes in the Congressional budget process, that you
believe could help address this problem?

The Administration believes that it is critical to increase investment in surface
transportation to keep our Nation competitive. Consistent with the recommendations of
the President’s Fiscal Commission, the Budget proposes to reclassify trust-funded
transportation spending as mandatory, rather than continuing a hybrid treatment that has
resulted in less accountability and discipline in transportation spending. My
understanding is that the reclassification would help enforce meaningful budgetary limits
on spending and improve transparency in budget presentation. If confirmed, Ilook
forward to working with you on this proposal, which is intended to address the concerns

6
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that you cite.

14. The chairs of the President’s Fiscal Commission laid out a broad framework for
comprehensive tax reform. That decision was predicated on a belief that the
current tax code is outdated, inefficient, unfair, anti-competitive, and cumbersome.
Do you agree with that assessment? If so, what do you believe should be the guiding
principles for any tax reform proposal? Given the nation’s current trajectory of
spending, what total level of (as a percent of GDP) of revenues should a tax reform
proposal aim for by 2015? 2020?

The President has endorsed the idea of revenue-neutral reform for corporate taxes. This
would entail reducing the statutory tax rate to be more in line with the rates in other
countries, while at the same time broadening the base by eliminating preferences and
loopholes.

The Fiscal Commission also proposed a major reduction in individual tax expenditures,
with most of the revenues used to reduce tax rates and only a fraction of the revenues
used to reduce the deficit. In the Budget, the Administration proposes to reduce the value
of certain tax expenditures for upper-income taxpayers, using the revenues to pay for
three years of extending relief from the Alternative Minimum Tax. The President also
said in the State of the Union that the best thing we could do on taxes for all Americans is
to simplify the individual tax code.

If confirmed, I look forward to working with the Department of Treasury and the
Congress to develop these tax reform proposals.

15. An area of focus for this committee is identifying programs and services across the
government that are cither outdated or that overlap with other programs and
services. In recent years, OMB has identified some of these programs in its
“Terminations, Reductions, and Savings” volume. GAQ is similarly doing work in
this area for the Congress and it was one focus of the recently enacted GPRA
Modernization Act of 2010. What additional steps can the administration take to
identify these programs and to help Congress assess and compare the performance

of these programs? What specific program and policy areas do you believe offer the
largest opportunities for consolidating programs in a way that maximizes
effectiveness and efficiency?

The annual “Terminations, Reductions, and Savings” volume is a central focus of the
Administration’s effort to identify outdated or duplicative programs and services, and to
address these programs as part of the annual budget process. The President’s 2012
budget proposes more than 200 program terminations and other reductions totaling $33
billion.
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We are targeting areas where programs are duplicative, outdated or simply ineffective.
For example, the budget consolidates 38 K-12 education programs into 11 new programs
that use competition and performance to allocate funds. The budget also calls for a 40%
reduction in the more than 2000 data centers maintained by Federal agencies.

There is a great deal of overlap between our ongoing efforts and the report GAO recently
issued with specific recommendations for eliminating duplication and increasing
efficiencies. The GPRA Modernization Act requires OMB to coordinate efforts on
Federal crosscutting goals which will focus additional attention on areas of duplication
and overlap. If confirmed, 1look forward to working with my colleagues within OMB,
the Congress, GAO and Federal agencies to continue to improve government’s efficiency
and effectiveness.

16. What do you see as the federal government’s main management challenges?

At the outset of his Administration, President Obama mandated a far-reaching effort to
make government work better. OMB plays a lead role in this effort, and has an ambitious
management agenda focused on improving the delivery of government services,
eliminating waste, reducing costs, and restoring the American people’s faith in their
government’s ability to operate effectively, efficiently, and transparently. Some of the
key management priorities include: focusing agency leaders on priority performance
goals, instituting an outcome-oriented performance measurement program, improving
contract management practices to reduce costs and risks in government procurements,
improving the government’s implementation of technology solutions, reducing improper
payments and strengthening financial management, reforming and re-energizing the
Federal workforce, and improving transparency and accountability at all levels. 1f
confirmed, I look forward to working with the OMB Director Jack Lew, Jeff Zients, the
Deputy Director for Management and Chief Performance Officer, Members of Congress,
OMB staff, and agency leaders on all aspects of this agenda.

17. The Congress has twice in recent years passed legislation that modified the Federal
Credit Reform Act, specifying that the value of these credit transactions be

estimated using an approach other than the traditional method of discounting cash
flows using Treasury rates. In addition, in limited cases, the Congressional Budget
Office has provided by request iHlustrative estimates to Congress for certain

legislation substituting “fair-value” estimates for those estimates prepared

according to the Federal Credit Reform Act. Should the Federal Credit Reform Act
be revised to require estimates that reflect “fair value” or a similar method that
accounts for “market risk”? Are there changes that Congress should consider

making to the credit reform process?

The idea of capturing market risk in the subsidy cost estimates for all Federal credit
programs is a significant change in concept, and warrants discussion before considering
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changes to the Federal Credit Reform Act to apply that concept more broadly. If
confirmed as Deputy Director, [ would encourage discussions among OMB, the Budget
Committees, and the Congressional Budget Office to explore the goals, benefits, and
challenges of requiring “fair-value,” or other methods to account for market risk in credit
subsidy cost estimates, including lessons learned from the Troubled Asset Relief Program
and International Monetary Fund increases provided in the 2009 Supplemental
Appropriations Act.
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POST-HEARING QUESTIONS FROM RANKING MEMBER JEFF
SESSIONS WITH RESPONSES BY HEATHER HIGGINBOTTOM

Questions from Ranking Member Sessions for Heather Higginbottom
Nominee to be Deputy Director, Office of Management and Budget
01/09/2011

Deficits/Debt

1. For the past several decades, policymakers have espoused the need to deal with the debt
and deficits in the long-term, but cite issues of the time as a reason to run short-term
deficits. However, in practice, the short-term deficit spending justifications have adjusted
to the times, as the long-term problem got worse. Put simply, the problem keeps getting
pushed down the read. Do you believe there is a point at which eliminating the deficit and
beginning to pay down the debt outweighs any other short-term condition or need? How
far away are we from that point?

It may be true that policy makers did not always make sound arguments for policies that
increased deficits in the years before the 2008 financial crisis. But once the crisis was
underway, it was absolutely necessary to take decisive action, through the Recovery Act
and the recent landmark tax agreement to bring our economy back from the brink of a
second great depression and get the recovery on a solid footing, even though those
measures added to the deficit and debt.

As the recovery takes hold, our Nation will need to quickly commit to deficit and debt
reduction. Accordingly, I support the approach taken in the President’s FY 2012 Budget
which begins the challenging but essential process of adjusting spending to achieve fiscal
sustainability immediately with a five-year freeze of non-security discretionary spending.
At the same time, the Budget continues to fund the programs needed to assist the
unemployed and spur future economic growth. Deeper cuts than proposed in the Budget
could jeopardize the recovery, and such risks must be considered carefully.

The President’s FY 2012 Budget would raise revenue starting after 2011, proposing for
example to limit itemized deductions and close loopholes for corporations that send jobs
overseas, eliminating subsidies for oil and gas companies, and cutting tax breaks for
hedge fund managers, among others.

2. Can you please give us your thoughts on the debt, deficit, and your approach to
lowering both?

I support the approach that the President laid out in his FY 2012 Budget. Under his plan
we would reduce deficits to around 3 percent of GDP and stabilize the debt as a share of
GDP. That fiscal path is the result of freezing annually-appropriated non-security
spending for 5 years, reducing defense spending from earlier plans, reducing mandatory
spending, and closing tax breaks and loopholes. Importantly, the Budget’s fiscal path
also results from paying for new mandatory and tax initiatives rather than allowing them
to increase the deficit, as has been done in the past.
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Even under the President’s Budget, the debt starts to creep up as a share of GDP at the
end of the budget window. This is an indication of the longer-term challenges that we
face in maintaining balance between spending and revenue. So while the Budget
proposals would produce significant improvements in the near-term and medium-term
fiscal situation, there is more work to be done. If confirmed as Deputy Director, I would
look forward to making bipartisan progress on those issues.

Spending

3. You have celebrated in your speeches the President’s expansion of the student loan
forgiveness plan, which would excuse debt after a 10 year period. Weuld this plan, which
does not require all money borrowed to be paid back, increase or decrease the deficit? If it
increases the deficit, from a budget prospective, not a policy prospective, do you believe
this was a good policy?

Last March, the President signed into law the Student Aid and Fiscal Responsibility Act,
a comprehensive package of changes to improve the effectiveness and reduce the costs of
Federal student aid programs. Among the changes was expansion of existing loan
forgiveness for certain individuals with lower incomes relative to their debt burden,
including those who enter public service. This change was good policy, since it keeps
students out of default and encourages individuals to take jobs serving their fellow
citizens. CBO determined that its marginal costs were fully offset in the bill, which is
estimated to save taxpayers more than it cost over a ten year period.

4. In your speeches and writings, you have advecated and even celebrated spending on
areas and programs you support. However, we can see in multiple states that tough
decisions have to be made to cut spending. Sometimes even popular causes end up not
getting funded in favor of other causes. How will you prioritize spending? Are you willing
to say “NO” to spending on a cause or program you support if it means cutting the deficit?

Allocating budgetary resources always involves a trade-off between what one wants to do
and what one can afford to do. This is exacerbated when the imperative is to limit
spending in order to reduce the drag of deficits and debt on our economic growth and
competitiveness.

The FY 2012 Budget exemplifies this trade-off. In order to maintain the five-year freeze
on non-security discretionary spending, every decision to invest in one program required
a cut somewhere else. This meant finding low-priority programs that were duplicative,
outdated and ineffective.

But to achieve the deeper cuts needed to support the freeze, the Budget also had to look
beyond the obvious and cut spending for programs that, absent the fiscal situation, 1
would not choose to cut. These include cuts to the Low-Income Home Energy
Assistance Program (LIHEAP), Community Service Block Grants, and Community
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Development Block Grants. In cutting these important programs, the Budget prioritized
those investments and actions required to keep the economy growing and to out-build,
out-innovate, and out-educate other nations in the 21% century. In other words, we must
look for cuts while protecting our values and interests.

While it is important to evaluate each investment and cut on its own merits, I believe that
the FY 2012 Budget was an excellent model of how to take the steps necessary to protect
truly core priorities.

Government Operation

5. The President and Congress have frozen federal employees’ pay, however, do to the
structure of the GS scale, federal employees will still enjoy a pay increase simply for
longevity. Would you support a “step freeze” to accompany the pay freeze? Do you think it
is time to reform the GS scale? If so, how?

The Administration has expressed its strong support for reforming the government
personnel performance management system, a system created by Congress more than 60
year ago. It is critical that this system be fair, transparent, and accountable. We have
begun efforts to make the personnel performance management system more rigorous and
fair and would look forward to working with Congress to further improve this system.

The Administration does not support a “step freeze™ in concurrence with the civilian pay
freeze. Unlike the across-the-board increases which the President froze, step increases
are a part of our performance rating system. They reflect the increased experience an
employee has in their job, are only earned periodically, and require that an employee be
rated at least “Fully Successful.”

6. President Obama issued executive order 13522 “Creating Labor-Management Forums
to Improve Delivery of Government Services.” These new forums shall, “advise the
President on matters involving labor-management relations in the executive branch,” and
suggest “developing recommendations for innovative ways to improve delivery of services
and products to the public while cutting costs and advancing employee interests.”

a. Do you believe greater union involvement in decision making will help lower the
cost of government?

I believe that greater collaboration with unions can get more value from our scarce
resources by increasing productivity and government effectiveness. When relationships
with unions are contentious, each side spends too much time on small parochial
problems. Through this EO, the President’s goal is to improve labor-management
relationships to engage all employees, which will both improve the quality of government
itself and the services we deliver to the American people.



47

b. What course of action would you advise the president to take when union interests
lead to increased spending?

Obviously, spending wisely is a top priority for the Administration whether this involves
a union issue or any other matter. In the Federal Government unions rarely have the right
to bargain over budget issues such as pay, benefits, or agency budget, so their influence is
generally restricted to conditions of employment. That said, strategic engagement with
Federal employee unions can be a mechanism for increased government effectiveness
and efficiency.

Budget Process

7. In your nomination documents you reference working “hard to improve efficiency and
effectiveness of government; to make critical programs respond better to the needs and
priorities of ordinary Americans.” Can you please give examples?

As Deputy Director of the Domestic Policy Council, I have worked hard to make sure
government responds to the critical needs of Americans by using evidence-based and
sound performance management practices to deliver on the priorities that matter most.
Rather than reinventing the wheel, we look for effective practices and promote them for
broader adoption. We also search for lower cost ways to accomplish our objectives. And
when we are not satisfied that we know the most effective ways to tackle a problem, we
are using highly competitive grant programs and contests to invite our inter-governmental
and private sector delivery partners to test new practices and measure if they work.

Our work in education is just one example of that. Race to the Top is challenging states
to find innovative ways to improve teacher quality and student achievement. For less
than 1 percent of what the Nation spends on education each year, it has led over 40 states
to raise their teaching and learning standards.

1 also worked in partnership with the states to reduce smoking rates and improve the
Nation’s health. One strategy to address this problem is taking the successful tobacco use
reduction practices developed at the local level and promoting their adoption across the
country. For example, under the Communities Putting Prevention to Work program,
community recipients choose from a menu of evidence-based and promising strategies to
complete within 24 months.

Similarly, more than 300 schools have signed on to the Department of Agriculture’s
Healthier US Schools Challenge—an important component of the First Lady’s Let’s
Move! initiative to raise a healthier generation of kids. These schools agree to meet
criteria for better food quality, physical activity, physical education, and nutrition
education — criteria developed by a hard look at the best science and evidence about
effective practices.
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Agencies are also finding more efficient ways to deliver services to our citizens. For
example, the Social Security Administration aims to have 44% of total retirement claims
filled online in FY 2011. Online benefit applications provide the public with the ability
to conduct business at their convenience and at their own pace, without the need to visit a
field office or meet with an agency representative. Because reviews of online
applications usually take less time than in-person interviews, employees have more time
to assist the public and work on complicated claims. This is only one of example of how
the government is improving customer service while stretching taxpayer dollars to do
more.

8. In your nomination documents you indicate that you have technical budget expertise
and describe your involvement in the budget process for various positions. Provide in
detail your specific invelvement in the budgeting process for each position you have held.
For instance, in Senator Kerry’s office, were you the primary budget staffer or did you
review work produced by other staff?

As a Legislative Assistant, I was responsible for developing and managing Senator
Kerry’s domestic policy agenda, including education, health care, immigration, labor and
women’s issues. When I became Deputy Legislative Director, I retained my domestic
policy portfolio and served as the deputy to the Legislative Director in the management
of Senator Kerry’s legislative staff and policy agenda. In both roles, I was responsible
for all budget and appropriations duties for the issues within my portfolio.

As Legislative Director, I advised Senator Kerry, a member of the Finance, Foreign
Relations, Commerce and Small Business Committees, on all policy areas, and I
managed his legislative agenda and staff. In this role, I was responsible for managing the
Senator’s legislative agenda across all issue areas, including budget and appropriations.

As Deputy Policy Director and Policy Director on two presidential campaigns throughout
the primary and general elections, I was responsible for developing the candidate’s entire
policy agenda, including health care, energy, economic policy, education reform and
national security. My responsibilities included developing policy within budgetary
constraints, calculating the costs of policy proposals, and determining how proposals
would be paid for.

As Deputy Director of the Domestic Policy Council at the White House, I have worked
closely with colleagues at OMB in developing the President’s first three budgets,
including setting funding levels, evaluating program performance, and recommending
reductions and terminations of ineffective programs. In addition, I have been closely
engaged with OMB and White House officials in the appropriations process.

Finally, one of the key characteristics of an effective budget policy expert is the ability to
work on a vast array of programmatic, policy and funding issues, stretching from
economic policy to national security to domestic policy. Ihave extensive professional
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experience working across the spectrum in all areas of policy, experience that will be
critical to my role as Deputy Director, if confirmed.

Background Information

9. In your role with the American Security Project, describe in detail any policy positions
you developed for the Project or any positions the Project established on terrorism, energy,
climate security, nuclear proliferation and government reform?

1 did not develop any policy positions for the American Security Project. My role with
the organization was to establish the organization, assemble its Board of Directors, assist
with fundraising, manage its finances, and draft the mission and plan for the organization.
Once the organization had been established and capitalized, I left American Security
Project to re-join Senator John Kerry’s office as Legislative Director.

10. Your background is in education and public policy. Outside of your legislative and
political experience, have you acquired any budget training, including classes or continuing
education?

I have not taken any formal continuing education classes on the budget.

11. In supplementing the speeches you have submitted to the Committee, please provide a
copies of any formal (prepared) speeches you have made during the last 5 years, even if
they are unrelated to the position for which you have been nominated.

The list of speeches submitted to the Committee included all copies of formal speeches 1
have made during the last 5 years, regardless of topic.

12. You have indicated that one of your core missions is to make poor people less poor. Is
this a goal you hope to achieve at OMB and if so, explain in detail how you plan to
accomplish this goal?

‘When the President took office, the economy was in a freefall, with the economy losing
an average of 783,000 private sector jobs per month. In the last year, we have seen some
encouraging signs that the trajectory has changed and that a recovery is beginning to take
hold. An economy that had been shrinking for nearly a year is now growing again, and
after nearly two years of job losses, more than one million private sector jobs were added
to the economy in 2010.

From the Recovery Act to the December tax deal, the President’s tough choices over the
past two years — which relied heavily on OMB’s analysis and counsel — have helped to
save the economy from a second Great Depression. But we are keenly aware that the
recovery is not happening fast enough for the millions of Americans who are still looking
for jobs. This is especially true for the Nation’s poor — the poverty rate is generally one
of the last indicators to recover from a recession.
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That is why our immediate task is to accelerate economic growth and job creation to get
our fellow Americans back to work. OMB plays a central role in targeting investments to
promote America’s growth and competitiveness — investments outlined in the FY 2012
Budget. Many of the Budget’s proposals directly benefit low-income families, including
high-quality early childhood programs, a strategic plan to end homelessness a proposal to
strengthen unemployment insurance, and an extension of tax credits like the American
Opportunity Tax Credit and the expanded Earned Income Tax Credit.

Beyond these overall funding decisions, OMB also plays a critical role in ensuring that
our investments in low-income programs are well targeted. For example, the
Administration proposes creating a competitive fund to encourage States to take dramatic
steps to improve the quality of their early childhood development programs. The Budget
also provides funding for a competitive Workforce Innovation Fund that will allow States
and localities to create and test new ideas and strategies for delivering better employment
and education results.

It is across all of these policy areas — from economic policy to funding decisions, from
program development to evaluation — that I believe that OMB can have a positive impact
expanding opportunity for all Americans.
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Ranking Member Sessions' Questions for the Record
to
Heather A. Higginbottom of the District of Columbia,
To be Deputy Director of the Office of Management and Budget
03/17/2011

1. In your confirmation hearing before the Senate Homeland Security and
Governmental Affairs Committee (HSGAC), you engaged in an exchange with
Senator Collins about whether the President's Budget proposal ever reached
primary balance. The conclusion you reached was that it does in 2017. Of
course, primary balance is somewhat of a misleading term or budget slang.
When people think about balance, they think about spending what you earn.
When you talk about primary balance, the government is still spending more than
it earns, so let's talk about balance the way the American people understand it.

At any point, in actual dollars, does the President’'s budget proposal actually
balance?

As you note, the President’s Budget will reach primary balance in 2017. At that point, the
government will be in a position to pay for all program spending, although interest payments on
the debt will continue to be deficit financed. The President has been clear that while this would
be a significant achievement since our program spending will no longer be adding to our deficit,
it is a milestone and not an end goal. Reaching this point, then, lays the foundation for the
President and Congress to work together on a bipartisan basis to address our nation’s long-term
fiscal challenges.
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2. Some of my Democratic colleagues, during your confirmation hearing before
the Budget Committee, indicated that when some of us questioned your
experience, that we were using "experience" as a code word for age. The
experience | am concerned about is actual budget experience. You admitted to
Senator Scott Brown during your confirmation Hearing before HSGAC, when he
asked you directly whether you had any accounting or budgetary experience
aside from dealing in policy matters, that you were not an accountant. Ina
prehearing question, | asked you the following:

"Your background is in education and public policy. Outside of your
legislative and political experience, have you acquired and budget training,
including classes or continuing education.”

You responded in this way:

"I have not taken any formal continuing education classes on the budget.”

Have these facts changed?

Since the HSGAC hearing and for the past two years I have worked in the White House as a
senior policy advisor to the President and have not taken any additional coursework on the
budget or any other topic.

For over a decade, I have worked at the highest levels of policymaking in the United States
Senate and the White House. This work has included, but was not limited to, the budgetary
implications of those policies.

This experience is a critical piece of why President Obama and OMB Director Jack Lew — who
previously held the position for which I have been nominated — selected me for this role. And it
is also why previous presidents have nominated individuals to this position with background and
experience similar to mine.
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3. In your written remarks before the Budget Committee, you state that "we have
only recently turned the tide on the worst economic downturn in a generation”
and that "the policies employed to rescue the economy necessarily added fo the
deficit in the short-term.” | assume that when you say the policies employed, you
are referring to, at least in part, the Stimulus Act or the American Recovery and
Reinvestment Act.

Under the Stimulus Act, Penn State University received a $1.57 million
stimulus grant from the National Science Foundation to search for fossilized
plants in Patagonia, Argentina. Was this a necessary expenditure to rescue
the American economy?

Under the Stimuius Act, ten organizations received $400,000 in grants from the
National Endowment for the Arts (NEA) in support of jazz clubs and festivals.
Was this a necessary expenditure to rescue the American economy?

Under the stimulus Act, eleven students and four teachers from the University
of Alaska were sent to the United Nations Convention on Climate Change in
Copenhagen, Denmark using a nearly $50,000 stimulus grant. Was this a
necessary expenditure to rescue the American economy?

The Administration took a number of unprecedented, immediate steps to help curtail the
economic downturn and avert a second Great Depression. The Recovery Act was at the heart of
this effort, and I believe the evidence is clear that it has been successful.

The Recovery Act was purposefully designed to create jobs and spur economic activity across a
variety of industries. Whether these jobs are for educators, construction workers, researchers,
civil servants, or others, in my judgment they have all been critical to driving economic growth
and recovery in the two years since the passage of the Recovery Act. This is borne out by the
fact that the non-partisan Congressional Budget Office has found that the Recovery Act has
raised real GDP by as much as 3.5 percent and employment by up to 3.5 million jobs. Similarly,
the latest report on the impact of the Recovery Act from the Council of Economic Advisors,
released just last week, finds that it has created or saved as many as 3.6 million jobs, and that
private payroll employment has increased by 1.1 million just during 2010. In addition to these
immediate-term benefits, I am confident that the programs and projects put in place by the
Recovery Act will drive job growth in the long term by supporting new industries and
investments whose impact will be felt for years to come.

Fortunately, Recovery Act spending has been extraordinarily transparent, enabling the public to
assess the job impacts of the various programs funded. Overall, the data demonstrate that the
Recovery Act has delivered as promised by creating and saving millions of jobs across the
country, and has been an essential factor in rescuing the American economy.
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4. In your written remarks before the Budget Committee, you discuss how
resources have to be managed "in a way that gets the most from every taxpayer
dollar, cuts waste, boosts efficiency and effectiveness, and gives all Americans
the means to see how their money is being spent and to hold their government
accountable for its actions.” You cited in your Homeland Security and
Governmental Affairs hearing, as an example of doing this, when questioned
about recent GAO Duplication Report, the Administration's action in education,
consolidating 38 programs down to 11. The Administration’s consolidation, one
would presume, removes spending on wasteful, duplicative or ineffective
programs. However, this proposal would actually increase funding by close to
$900 million. Is the goal of consolidation to increase or decrease spending?

The education consolidations in the President’s Budget request are intended to invest in high-
quality education by making better, more productive use of existing resources and increasing
resources where they are likely to have the greatest impact. At the same time, the education
budget also reflects tough choices. For example, the Budget proposes to eliminate 13 programs
Department-wide, and the increase for Elementary and Secondary Education Act (ESEA)
programs is approximately half the size of last year’s. To improve the effectiveness of current
education spending, the Budget would replace 38 existing, sometimes narrowly-targeted ESEA
programs that may focus on specific subjects or age groups with 11 broader programs that
provide more flexibility for States and school districts to target resources on areas of the greatest
need. This restructured approach would make the Federal role less cumbersome, enabling the
Department of Education to focus more on supporting State and local reform efforts and less on
compliance for the requirements of numerous separate programs. This heightened emphasis on
student outcomes has the potential to dramatically improve education efficiency across the
Nation, maximizing the impact of our investments in the future of America’s children.
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5. In a recent hearing before the House Energy and Commerce Committee, the
Secretary of Health and Human Services Kathleen Sebelius was asked whether
the Medicare savings in the new health care law are being used to save Medicare
or to fund health care reform. Secretary Sebelius’' response was "Both.” | wrote
CBO Director Doug Elmendorf prior to the passage of the healthcare bill. He told
me that it would be double counting to claim that Medicare trust fund money,
without being replenished, could be spent on other programs in the healthcare
bill. Do you believe that Mr. Elmendorf's analysis is incorrect?

The Affordable Care Act will both improve the overall financial position of the Federal
Government and extend the life of the Medicare Hospital Insurance trust fund. These are distinct
accomplishments, which are accounted for through different mechanisms. Both
accomplishments help enable the Federal Government to honor its commitment to Medicare
beneficiaries now and in the future.

CBO estimated that the Affordable Care Act will reduce the budget deficit by more than $200
billion in the next 10 years and by around one-half percent of gross domestic product (more than
$1 trillion) in the decade after that. The health reform legislation will also extend the life of the
HI trust fund by12 years, as estimated in the Medicare Trustees Report, since Medicare HI
savings, as a matter of trust fund accounting, are credited toward the trust fund. These are each
worthy—though distinct—ends. Reducing the deficit improves the financial position of the
Federal Government overall, while extending the life of the HI trust fund helps ensure that
Medicare continues to be a source of security for America's senior citizens. This has been the
standard method of accounting used in budgeting and in assessing the HI Trust fund for decades.
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6. In one pre-hearing question, you were asked:

"For the past several decades, policymakers have espoused the need to deal with
the debt and deficits in the long-term, but cite issues of the time as a reason to
run short-term deficits. However, in practice, the short-term deficit spending
justifications have adjusted to the times, as the long-term problem got worse.

Put simply, the problem keeps getting pushed down the road. Do you believe
there is a point at which eliminating the deficit and beginning to pay down the
debt outweighs any other short-term condition or need? How far away are we
from that point?"

Your response, in fact, did exactly what the question talked about, citing current
conditions as a reason for deficit spending and said the President intends to deal
with the deficits and the debt in the long term. That simply didn't answer the
question.

a. Do you believe there is a point at which eliminating the deficit and paying
down the debt outweighs any other short-term condition or need?

b. How far away are we from that point?

‘While there are multiple reasons for addressing our nation’s growing debt, one key reason is to
ensure that the Federal Government has the ability to respond to short-term conditions or needs
that we cannot anticipate——from financial crises to natural disasters to military operations. An
overextended nation has significantly less flexibility to respond to changing conditions than one
already on a healthy and fiscally sustainable path.

The question implies that deficit reduction and response to short-term conditions and needs are
mutually exclusive, and I disagree with this notion. We are far more adept at responding to
short-term needs than gradual long-term problems; if policies had to be sequenced, long-term
problems would consistently receive short shrift. Instead, the President believes that we can
address short-term issues while maintaining policies to address our long-term challenges. This is
what the FY 2012 Budget proposes to accomplish. The Budget proposes more than $1 trillion of
deficit reduction over the next decade, and stops the debt from growing as a share of the
economy early in the budget window. It accomplishes this with a set of specific policy proposals
that both take into consideration short-term needs and complement our long-term strategy for
promoting economic growth.

The FY 2012 Budget is a first step towards tackling our fiscal challenges—but even though it
proposes more than a $1 trillion in deficit reduction, much remains to be done. As the President
has stated, we must work together on a bipartisan basis to put the country on a sustainable fiscal
path. We face historic deficits driven by a legacy of unpaid-for policies and the worst economic
downturn in generations. The economy has begun to recover but is not yet back to full strength.
As the FY 2012 Budget outlines, we can simultaneously invest in our nation’s long-term growth
and competitiveness and address the nation’s fiscal challenges.
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7. In your answers to pre-hearing questions you stated that the current "step
system” for federal employees is over 80 year old, and it is performance based
because to increase in step an employee must be rated at least "fully successful.”

a. Can you please tell us the different ratings an employee can receive, and
how many ratings are higher than "fully successful”?

Agencies have flexibility to choose from eight different rating patterns. The patterns range from
two levels (unacceptable and fully successful) to five levels (unacceptable, minimally successful,
fully successful, exceeds fully successful, outstanding) and all the permutations in between.
Agencies may not use more than five summary rating levels. There are two levels above fully
successful--exceeds fully successful and outstanding.

b. Can you please tell us what percentage of the federal workforce received a
rating of less than "fully successful” in their last review cycle?

For ratings reported by December 2010, for the most recently completed appraisal period for all
agencies that report rating data to the OPM, 0.1% were rated Unacceptable and 0.4% were rated
Minimally Successful.

c. Are employees able to appeal a rating lower than "fully successful"?

No, since the enactment of the Civil Service Reform Act of 1978, employees cannot appeal a
rating of record. However, they can appeal an adverse action taken based on a rating of record.

d. Are employees (who are not promoted to a higher grade) able to get step
increases outside regular review periods?

No, in the General Schedule all step increases, both within-grade and quality step, are based on
the regular appraisal and rating periods.
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8. In your prehearing responses, you state: "l have worked closely with
coileagues at OMB in developing the President's first three budgets, including
setting funding levels, evaluating program performance, and recommending
reductions and terminations of ineffective programs.” Were there any program
cuts or recommendations you made that were not implemented and will you
provide the Committee with a copy of your evaluations and recommendations?

The preparation of the President’s past three budgets was shaped by consideration of a wide
range of views about appropriate levels of funding and evaluation of program performance. It
would be inconsistent with the need to encourage candid, pre-decisional discussions for me to
disclose confidential deliberations among the President’s advisors concerning the formulation of
the President’s budgets.

Regarding spending cuts, the President’s FY 2012 Budget proposes to eliminate wasteful
spending and makes tough choices on some things we cannot afford, while keeping the
investments we need to grow the economy and create jobs. This includes a proposed a five-year
annual domestic spending freeze that will reduce the deficit by over $400 billion over the next
decade and bring this spending to the lowest level since the Eisenhower Administration. As part
of that freeze, the FY 2012 Budget includes more than 200 terminations, reductions, and savings
totaling more than $33 billion in savings for this year alone. It includes more than $1 trillion in
deficit reduction, and puts the nation on a path toward fiscal sustainability. If confirmed, I look
forward to working with Congress to ensure that these proposed cuts go into effect.
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9. GAO recently released a report entitled "Opportunities to Reduce Potential
Duplication in Government Programs, Save Tax Dollars, and Enhance Revenue." |
doubt, given the confirmation process, you have had an opportunity to review it
extensively. If you're confirmed, will you conduct such a review and provide the
Committee with your recommendations on which GAO suggestions should be
implemented immediately?

OMB is looking at the GAO report carefully to find every opportunity to make government work
more effectively and efficiently, and I look forward to reviewing it carefully myself. The
President has made it a priority of this Administration to change the way Washington works,
save taxpayer dollars, streamline operations and improve government services. This
commitment is reflected throughout his FY 2012 Budget, which includes over 200 terminations,
reductions and savings measures — saving Americans more than $33 billion in 2012 alone—
much of that from targeting programs that are duplicative, outdated or simply ineffective. As
part of this work, the President announced in his State of the Union address that the
Administration is taking a hard look at how we can better organize Federal programs and
functions to eliminate duplication, maximize resources and boost the Nation’s long-term
competitiveness.

It is my understanding that in general, OMB agrees with GAO’s recommendations and findings.
In most cases the recommendations are very much aligned with, and often acknowledge,
Administration efforts already underway. In almost every area GAO discussed, the
Administration has taken significant action—in many cases submitting proposals to Congress to
address the problems.

Examples of areas where the Administration has taken action include creation of the Food Safety
Working Group in 2009, launch of a major data center consolidation initiative that will eliminate
at least 800 data centers by 2015, and a surface transportation proposal which would consolidate
55 duplicative, often-earmarked highway programs into five streamlined programs. The
President’s FY 2012 Budget also proposes consolidations and eliminating duplication in areas
that go beyond the GAO report.
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10. You state in your prehearing responses that you "support the approach taken
in the President's FY 2012 Budget which begins the challenging but essential
process of adjusting spending to achieve fiscal sustainability immediately with a
five-year freeze of non-security spending.”

a. What years do the freeze occur?

The freeze occurs from 2011-2015 with the non-security total remaining at or below the base
2010 level for all years, and growing with current services after 2015.

b. Is the freeze you describe a hard freeze or a nominal freeze?

This is a nominal freeze with the non-security total remaining at or below the base 2010 level for
all years, and growing with current services after 2015.

c. Atany point during the freeze does the level of spending for any program
increase? If so, please identify the programs and the amount of the
increase.

The Administration has provided a detailed request for 2012 that contains trade-offs allowing for
certain programs to be funded as necessary (e.g., Pell Grants) while restraining or cutting lower
priority programs, as identified in the accompanying Terminations and Reductions volume. This
freeze is not a haphazard, across-the-board cut, but an approach in which areas critical for
growth and job creation are increased while other programs are cut back. Appropriations are
done on a year-by-year basis so it is not possible to say what programs will increase or decrease
over the 2013-2015 period. Those detailed decisions will be made on a case-by-case basis
during the budget development for each year. The Administration is committed to following the
same thoughtful and balanced approach to fund all those programs within the freeze level for all
years so that spending is responsibly restrained while critical investments are maintained.
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EXECUTIVE BUSINESS MEETING ON THE
NOMINATION OF HEATHER A.
HIGGINBOTTOM TO BE DEPUTY DIRECTOR,
OFFICE OF MANAGEMENT AND BUDGET

TUESDAY, APRIL 5, 2011

U.S. SENATE,
COMMITTEE ON THE BUDGET,
Washington, DC.

The Committee met, pursuant to notice, at 12:33 p.m., in Room
S-216, The Capitol, Hon. Kent Conrad, Chairman of the Com-
mittee, presiding.

Present: Senators Conrad, Murray, Wyden, Nelson,

Stabenow, Cardin, Whitehouse, Warner, Merkley, Begich,

Coons, Sessions, Enzi, Cornyn, Portman, Toomey, and Johnson.

Staff present: Mary Ann Naylor, Majority Staff Director; and
Marcus Peacock, Minority Staff Director.

Also present: Dylan Morris, clerk.

Chairman CONRAD. If I could have everybody’s attention.

The meeting will come to order. We are meeting to vote on the
nomination of Heather Higginbottom to be the next Deputy Direc-
tor of the Office of Management and Budget.

We will withhold statements for now. Anybody that wants to
submit a statement may do it for the record.

Senator WHITEHOUSE. What, no statements?

Chairman CONRAD. Yes, there are statements but they will be of-
fered in writing.

Unless Senator Sessions has anything to add, we can move di-
rectly to a vote.

ffSenator SESSIONS. So we will have time throughout the day to
offer—

Chairman CONRAD. Yes, sir.

Senator SESSIONS. Well, I am comfortable with that cir-
cumstance. I got to express myself at the committee and will be
voting no.

In light of cooperating and getting this matter done, I will submit
a written statement.

Chairman CONRAD. I appreciate it.

Senator SESSIONS. Maybe some of the other committee members
would want to speak. I think they should be allowed to say a few
words here before we vote.

Chairman CONRAD. Let me just say that everybody will have a
chance to submit it in writing. I think we know that people have
made up their minds. So why don’t we go to a vote.

The question now before the Committee is the nomination of
Heather Higginbottom to be Deputy Director of the Office of Man-
agement and Budget. A quorum being present, I now move the
Committee report this nomination to the Senate with a rec-
ommendation the nominee be confirmed.

Is there a second?
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Senator CARDIN. Second.

Chairman CONRAD. A second is heard.

Senator SESSIONS. Can we have a roll call?
Chairman CONRAD. Yes. The clerk will call the roll.

The Clerk. Mrs. Murray?
Senator MURRAY. Aye.

The Clerk. Mr. Wyden?

Senator WYDEN. Aye.

The Clerk. Mr. Nelson?

Senator NELSON. Aye.

The Clerk. Ms. Stabenow?
Senator STABENOW. Aye.

The Clerk. Mr. Cardin?

Senator CARDIN. Aye.

The Clerk. Mr. Sanders?

[No response.]

The Clerk. Mr. Whitehouse?
Senator WHITEHOUSE. Aye.

The Clerk. Mr. Warner?
Senator WARNER. Aye.

The Clerk. Mr. Merkley?
Senator MERKLEY. Aye.

The Clerk. Mr. Begich?

Senator BEGICH. Aye.

The Clerk. Mr. Coons?

Senator COONS. Aye.

The Clerk. Mr. Sessions?
Senator SESSIONS. No.

The Clerk. Mr. Grassley?
Senator SESSIONS. No, by proxy.
The Clerk. Mr. Enzi?

Senator ENz1. No.

The Clerk. Mr. Crapo?

Senator SESSIONS. No, by proxy.
The Clerk. Mr. Ensign?

Senator SESSIONS. No, by proxy.
The Clerk. Mr. Cornyn?
Senator CORNYN. No.

The Clerk. Mr. Graham?
Senator SESSIONS. No, by proxy.
The Clerk. Mr. Thune?

Senator SESSIONS. No, by proxy.
The Clerk. Mr. Portman?
Senator PORTMAN. Pass.

The Clerk. Mr. Toomey?
Senator TOOMEY. No.

The Clerk. Mr. Johnson?
Senator JOHNSON. No.

The Clerk. Mr. Chairman?
Chairman CONRAD. Aye.

Do we have Senator Sanders’ proxy?
Senator SESSIONS. We have proxies on this side.
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Chairman CONRAD. Well, can we hold open the vote until Sen-
ator Sanders has a chance, under the rules?

Ms. NAYLOR. Yes.

Chairman CONRAD. For how long?

Ms. NAYLOR. I think we have held it open for 10 or 15 minutes
in the past.

Chairman CONRAD. I think we should ask if that’s acceptable.

Senator SESSIONS. Well—

Chairman CONRAD. What is the rule?

Mr. GAETA. It is Chairman’s discretion.

Ms. NAYLOR. You can report it out if you want, or you can hold
it.

Chairman CONRAD. Senator Portman, will you cast a vote?

Senator PORTMAN. I am going to abstain.

Chairman CONRAD. All right. I think we should—we can go
ahead and report it as is, we will just do that. We will not wait
for Senator Sanders. I mean, everybody was advised. So we can re-
port it out as 11-10.

With that, I want to thank everyone. I know this was disruptive
to schedules and there is so much else going on.

I very much appreciate everybody coming here to cast a vote.

With that, we will report the nomination.

[Whereupon, at 12:37 p.m., the Committee was adjourned.]
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