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NOMINATION OF DR. JOHN W. SNOW, TO BE
SECRETARY, U.S. DEPARTMENT OF THE
TREASURY

TUESDAY, JANUARY 28, 2003

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 9:38 a.m., in
room 216, Hart Senate Office Building, Hon. Charles E. Grassley
(chairman of the committee) presiding.

Also present: Senators Hatch, Nickles, Lott, Snowe, Kyl, Thomas,
Santorum, Frist, Smith, Baucus, Rockefeller, Breaux, Conrad,
Graham, Jeffords, Bingaman, and Lincoln.

OPENING STATEMENT OF HON. CHARLES E. GRASSLEY, A U.S.
SENATOR FROM IOWA, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. Good morning, everybody. I welcome you to this,
the first hearing of our Senate Finance Committee during the
108th Congress.

I would start with special introduction of four new members of
the committee, of which only one is here at this point. But we sure-
ly welcome our new Majority Leader, Senator Frist, as a new mem-
ber of the Senate Committee on Finance. We also will welcome
Senator Santorum, Senator Smith, and Senator Bunning.

All of these gentlemen are distinguished members and will, I
think, all have individual things and outstanding things to con-
tribute to the work of the Senate Finance Committee.

Of course, we welcome back all returning members of the com-
mittee, and particularly to continue our working relationship with
Senator Baucus, past chairman of this committee.

While a gavel may change hands, I do not expect anything to
change regarding the good working relationship that we have here
on this committee, and particularly between Senator Baucus and
me.

I want to emphasize right off the bat that the office that we are
considering today is a very important part of constitutional respon-
sibility. We need a person who can quickly tackle the challenges
facing the Treasury Department and the Secretary of Treasury. We
need a can-do type of person.

The matter at hand today is the nomination, then, of John Snow
to be Treasury Secretary, and we compliment him on his selection
by the President of the United States.
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The Treasury Secretary is a very important position in the Presi-
dent’s cabinet, particularly in the area of some international fi-
nance and domestic economic issues.

Given the importance of the office of Treasury Secretary, this
committee has a bipartisan tradition of acting expeditiously on the
nomination. We should not needlessly delay in carrying out our
constitutional role with respect to this very important position of
Treasury Secretary.

I ask my colleagues on both sides of the aisle to help us move
this nomination quickly. I expect the nominee and the administra-
tion to quickly answer questions that have arisen or may arise out
of this hearing, before we move forward.

I want to thank the nominee for his cooperation and for his will-
ingness to withstand the heightened scrutiny that has developed in
recent years.

In the course of our work on this nomination, we have found that
Mr. Snow participated in executive compensation arrangements
that were typical of senior executives of Fortune 500 companies.
These kinds of arrangements were the subject of the reforms of
Sarbanes-Oxley.

The Finance Committee’s retirement plan legislation also tackled
many of the excesses in executive compensation. Unfortunately,
that legislation was held up in gridlock last year.

I intend to pursue the retirement plan legislation again this
year. It is clear to me that we need to change the Tax Code and
ensure that abusive executive compensation arrangements do not
return.

Many have had questions about Mr. Snow’s compensation pack-
age. Senator Baucus and I have asked several questions regarding
this matter, and I believe that we have, now, a fairly good under-
standing of these issues between Mr. Snow and CSX.

We have shared with members in the media the answers to those
questions. Reasonable people can disagree, but it appears that Mr.
Snow’s pay and benefits are typical of CEOs before Sarbanes-Oxley
legislation.

While people want to dwell on what Mr. Snow made, I think it
is important also to bear in mind what Mr. Snow is giving up to
take the position of Secretary of the Treasury.

It looks like Mr. Snow is giving up approximately $15 million in
salary, benefits, bonuses by taking this position to serve the Presi-
dent and to serve the people of the United States, and to do the
public service that he is doing in the tradition that he has in the
past.

Mr. Snow will bring to the Treasury Department a distinguished
background of business experience and prior public service. Most
importantly, Mr. Snow is a proven leader, with a steady focus on
long-range projects and short-term challenges.

This focus on short-term problem solving and long-term planning
is what the Nation needs in a Treasury Secretary. As one of the
Nation’s principal economic policymakers, the Treasury Secretary
must face our Nation’s sluggish economic performance, and do it
straight on.

In sum, Mr. Snow has a reputation of getting things done. This
is very good news for people who want our economy to grow and
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the creation of new jobs, because that is what the message from the
last election was all about.

It is what Senator Baucus and I want to do on the Finance Com-
mittee: getting things done for the American people, having a via-
ble economy. We welcome, then, Mr. Snow in helping us achieve
that goal.

Before I conclude, there is a little bit about international trade.
Tax policy is not the only issue that matters to this committee or
to the Treasury Department.

Expanding international trade is critical to America’s economic
growth and security. Treasury, as a steward of the U.S. economy,
has always played an important role in the formulation and imple-
mentation of U.S. trade policy.

As I have stated many times through the years, I do not want
to see this role diminished, even as parts of the Customs Service
are moved from the Department of Treasury to the new Depart-
ment of Homeland Security. I hope the nominee shares this view.
I look forward to hearing from Mr. Snow.

Now it is my privilege to call on Senator Baucus.

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA

Senator BAucus. Thank you very much, Mr. Chairman.

First, I congratulate you on reassuming the chairmanship of this
committee. We have had, as you said, a very good relationship. You
and I have worked closely together to help maintain the bipartisan
tone and mood of this committee. It makes a big difference to us,
personally, clearly, but also to the committee, and hopefully to the
Senate, Congress, and to the Nation. I look forward to working
with you.

I also join you in welcoming our new members to the committee,
particularly the new Majority Leader, Senator Frist, and the other
members who have yet to arrive—I expect they will be here soon—
Senator Santorum, Senator Smith, Senator Bunning.

There are four new members on your side, Mr. Chairman. We did
not have the opportunity, after the last election, to add many on
our side. But we look forward very much to working with you.

Let me turn to the subject of today’s hearing. We are pleased to
consider the nomination of John Snow to be the 73rd Secretary of
the U.S. Treasury Department.

Mr. Snow, you have been nominated to, I believe, one of the most
important positions in government. In fact, some could say one of
the most important positions in government and the world.

The Treasury Department was created in 1789, shortly after the
first Congress convened. It has been led by some of our most distin-
guished public servants, from Alexander Hamilton onward.

It has enormous responsibilities. As Treasury Secretary, your
every word and action will have far-reaching consequences for our
dfqmestic economy, for our world economy, for the President, for all
of us.

Therefore, I would like to use this to begin a discussion about the
state of our economy. It is not in good shape. It is fragile. There
are some positive signs, but on the other hand, we have lost
100,000—additional new jobs lost—last December. The unemploy-
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ment rate increased from 4 percent to 6 percent, where it has hov-
ered since 2001.

Industry is operating at only 76 percent of capacity. Businesses
have stopped investing in new equipment and facilities. Consumer
confidence is low and is dropping. The University Michigan’s Sur-
vey of Consumer Confidence Index was 107.6 in December of 2000,
dropped to 86.7 in December 2002, and in January it has dropped
further, to 83.7.

So what do we do about this? The Federal Reserve cut the short-
term interest rate 11 times in 2001. There is not much more it can
do. That means we must turn to fiscal policy.

The mainstream economic policy—fiscal policy, that is, taxes and
spending—in this situation would mean cutting taxes and increas-
ing spending. That is mainstream economic policy, given the situa-
tion, as you know. I see you nodding your head in agreement.

I commend the President for recognizing the problem and pro-
posing an economic growth package, and I am committed to work-
ing with the administration to try to find common ground.

At the same time, I would like to suggest three ways in which
we may be able to improve on the President’s package. First, we
need to keep an eagle’s eye on the deficit. Simply put, deficits mat-
ter. They do drive up interest rates and they do, very much, threat-
en our children’s economic future.

I am pleased, Mr. Snow, that you have recognized this. You have
stated, “A balanced Federal budget is the best choice to ensure a
bright future for the Nation’s economy, American workers, con-
sumers and taxpayers, and, most of all, future generations.” You
have made several other statements to that same effect in the past.

Well, I agree with you. Unfortunately, the President’s plan would
make the deficit worse, not better. If enacted, the President’s tax
proposals would increase the deficit $674 billion over 10 years, and
if you add interest costs, the President’s plan would add almost $1
trillion to the national debt.

That worries me, Mr. Snow, and I hope it worries you. I hope we
can count on you to continue your advocacy of a conservative fiscal
policy and a balance budget.

I also urge you to try to force and shape the administration’s pol-
icy so that any stimulus that is enacted this year is more up front,
more in 2003 than in later years.

In fact, the Office of Management and Budget’s own figures show
that the fiscal stimulus of the President’s plan in 2003 is only $39
billion out of a total of $674 billion, and that is not including inter-
est costs.

My second suggestion is that we can improve the President’s pro-
posal by doing more to help States. States are facing their worst
budget crisis in many decades.

In fiscal years 2002 through 2004, States are facing deficits of
$171 billion. My own State of Montana is facing a budget deficit
of $184 million, not high by California’s standards, but very high
by Montana’s standards.

Given this situation, States may be forced to take steps that
could only make the economy worse. They will have to cut spending
or increase taxes. That will mean less spending by households and
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businesses, and as a result, an even weaker economy. We need to
break this downward spiral.

Therefore, I believe that the centerpiece of any plan should be a
one-time grant to States. I have put forward a proposal for grants
of up to $75 billion to States. As a result, States would not have
to lay off workers, they would not have to shut down vital services
such as health care and education. They would not have to raise
taxes.

Some argue that “States got themselves into this mess, so States
must find a way out.” I find that argument unconvincing. States
just lack the tools that the Federal Government has to maintain
budget stability through economic downturns. They have a require-
ment, that is, under their constitutions, they must balance their
budgets.

Any plan that lacks a State relief component will ultimately fail
to stimulate the economy. Attempts by Congress to spur the econ-
omy will fail if, at the same time, States are forced to raise taxes,
cut spending, and eliminate jobs. Unfortunately, the President’s
plan does not have such assistance for the States. It should.

My third suggestion, is that we can improve the President’s pro-
posal by putting more money into the hands of all taxpayers, not
just a few, or others who do not get benefits.

These are the folks who are hardest hit by the economic slump,
the ones with overdue bills, with immediate expenses, the ones who
will spend any tax cuts immediately and help stimulate the econ-
omy.

The President’s plan includes an acceleration of many of the tax
cuts that were enacted in 2001. I fully support acceleration of some
of the tax cuts. While the President’s plan puts money in the hands
of most taxpayers, it does not provide relief to all. Thirty million
of America’s households will not receive any benefit at all.

I believe we need to include the refundable portion of the child
care credit and the marriage penalty earned income tax credit pro-
visions, as we did in the 2001 tax cut. I believe we should go fur-
ther, by completely eliminating the income tax on the first $3,000
of wages.

These are my main suggestions: keep an eye on the deficit—I
said an eagle’s eye, help States do more for all taxpayers, and I
want to make sure that the Montana rancher who makes $30,000
a year receives some benefit.

I hope, Mr. Snow, you will take these suggestions to heart so
that we can work together in the bipartisan tradition of this com-
mittee to pass a solid proposal that helps restore economic growth.

Let me briefly turn to a different, but equally important issue,
and that is Medicare. The Secretary of Treasury wears many hats.
f(')n?l of them is to be the managing trustee of the Medicare trust
unds.

My concern. There were reports in the papers last week describ-
ing the administration’s proposal for Medicare reform. The reports
say that the President will propose a prescription drug benefit, but
one that would only be available to seniors who enroll in a private
health plan.

If these reports are true, they represent a dramatic change, a
change in the debate last year over prescription drugs where there
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was a widespread consensus among all participants and both par-
ties that all Medicare beneficiaries should have access to a drug
benefit, even if they remain in a traditional fee-for-service program,
which, as you know, constitutes about 85 to 87 percent of Medicare
beneficiaries. Eighty-five to 87 percent are in the fee-for-service
program.

If reports about the President’s proposal are true, his plan would
represent a departure from this bipartisan consensus. I am anxious
to hear more from you about the administration’s Medicare plan.

Mr. Snow, the challenges ahead are difficult. The American peo-
ple are anxious about the prospect of war, about prescription drug
benefits, and about the health of the economy.

I hope you will use the opportunity this morning to shed some
light on those areas of the President’s agenda for 2003. I congratu-
late you on your nomination and look forward—and this is not just
a passing phrase, I mean it—to working with you.

Thank you.

The CHAIRMAN. Thank you, Senator Baucus. Before we have
members speak, I would like to have Senator Warner, Senator
Allen, Senator Frist, and if Senator Daschle comes, speak before
our members speak so that we can move important Senators on to
other things.

Senator Warner.

STATEMENT OF HON. JOHN WARNER, A U.S. SENATOR FROM
VIRGINIA

Senator WARNER. Thank you, Chairman Grassley, Senator Bau-
cus, and fellow friends and colleagues on this committee. I shall be
brief. Perhaps my entire statement could be made a part of the
record then.

Th?1 CHAIRMAN. Your full statement will be made a part of the
record.

[The prepared statement of Senator Warner appears in the ap-
pendix.]

Senator WARNER. I listened very carefully to these opening state-
ments. Indeed, I think they are well thought through and frame
the issues not only for this hearing, but indeed for the Nation, as
we move towards the correction and strengthening of our economy.

I pick up on a word that you used, Senator Baucus, the world.
Never before have we seen the extraordinary issues, unprecedented
issues, in the world have such a serious impact on our economy.

That is why my distinguished colleague, Senator Allen, and I are
proud, on behalf of our State of Virginia, to submit to the Senate
for confirmation one of our very finest and best-trained profes-
sionals. The State is here today to support this superb candidate.

His vast experience in education, public service, and business
present a rare combination. More importantly, he is a man of char-
acter. I have known him a long time, from not only the business
life that we lead in our respective responsibilities, but in many
other ways we have shared experiences together.

He is universally and internationally respected. John Snow hum-
bly represents the American dream. The son of a public school
teacher and a father who was a sole practitioner lawyer, he worked
his on way through college by coaching a grade school basketball
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team. He went on to earn a Ph.D. in economics on a National De-
fense scholarship at our university, the University of Virginia.

He later won an award for outstanding teacher at the University
of Maryland, while at the same time earning a law degree in night
classes from George Washington University.

John previously worked in public service under President Ford as
the administrator of the National Highway Traffic Safety Adminis-
tration and other policymaking positions.

In business, he rose quickly through the ranks of CSX, a Fortune
500 transportation company, by pursuing a strong vision of what
a forward-looking transportation company should be in the deregu-
lated economy and taking the risks necessary to implement that vi-
sion.

There he gained hands-on experience with vast portions of Amer-
ica’s economy, particularly the Nation’s industrial and manufac-
turing base: steel, coal, energy.

The 50,000 workers at CSX and their families have John Snow
to thank for refocusing this railroad at the end of the last century
and laying the tracks for the long-term growth in this century.

His support from a number of leading organized labor unions,
and their endorsements, including the United Transportation
Union, the Seafarers International Union of North America, and
the Hotel Employees and Restaurant Employees International
Union, are a testament to John’s leadership, judgment, manage-
ment skills, and fairness.

John Snow kept the trains running on time for everyone depend-
ent on CSX, from the shareholder, to the engineer, to the family
that depended on the coal delivered by CSX trains to heat their
homes.

John’s work in the public policy arena was not limited to his time
in public service. During the mid-1990’s, he was chairman of the
Business Round Table, where he represented the business commu-
nity’s views to the Federal Government.

He was a member of the National Commission on Economic
Growth and Tax Reform, otherwise known as the Kemp Commis-
sion, which studied innovative ways to reform the Tax Code and
unleash the American economy.

Most recently, he served as co-chairman of the conference board
blue-ribbon Commission on Public Trust and Private Enterprise.

As Secretary of the Treasury, John Snow will be tasked with pro-
moting fiscal policy to help maintain a stable and growing economic
environment, to enforcing our trade laws, to ensure that the U.S.
remains a leader in the global, one marketplace, and to work with
other law enforcement and agencies under his supervision.

Gentlemen of the committee, and ladies, I suggest that the Presi-
dent made a very wise choice in John Snow, and I hope that the
Senate will, in its infinite wisdom, see fit to confirm him expedi-
tiously. Thank you.

The CHAIRMAN. Thank you, Senator Warner.

Now, Senator Allen?
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STATEMENT OF HON. GEORGE ALLEN, A U.S. SENATOR FROM
VIRGINIA

Senator ALLEN. Thank you, Mr. Chairman. Chairman Grassley,
Ranking Member Senator Baucus, members of the committee,
thank you for allowing me to present a good friend and a person
I have a great deal of knowledge about as a friend, but also one
who has advised me and has been a leader in Virginia for several
decades.

I will not reiterate some of the great attributes that were men-
tioned by the senior Senator from Virginia, Senator Warner. But
I do want to share with you my observations and why I think that
the President made an outstanding decision in nominating John
Snow to be Secretary of the Treasury.

John Snow is a resident, and has been since the 1980’s, of Vir-
ginia. He is a person that I think has attributes and experiences
that very few Americans have. When you talk about the Secretary
of the Treasury and the economy, he has knowledge, he has a
hands-on track record on jobs in the economy. He has run CSX,
which once had Sea/Land, and which has a barge service.

So, therefore, John himself is very knowledgeable in the diverse
aspects of our economy here domestically, as well as internation-
ally, whether that’s manufacturing, whether that’s agriculture,
whether that’s mining, automobiles, and obviously, also, trade.

He also is one who is very respected; respected because he is a
man of positive action. Everything he does, he does with energy,
with optimism, with strategic planning, and is able to get others
to join in in that endeavor.

He is one who trusts free enterprise and recognizes that free en-
terprise is what creates most of the new jobs. He also will come to
this position not just from the private sector.

He has served in the Federal Government, so he is knowledge-
able about the ways of Washington and how the Federal Govern-
ment works, recognizes its limitations, and how the Federal Gov-
ernment can help or hinder job growth.

I do want to recognize that he was a coach, which of course I
think adds a great deal to his background. Coaching middle school
kids is no easy task.

I want to bring this up because it is important to understand.
When John Snow came to Richmond, Virginia in the early 1980’s,
Richmond had not even had a mayoral election for many years be-
cause of Justice Department concerns, and problems in Richmond.
They had elected, in Richmond, in the early 1980’s, the first Afri-
can-American mayor.

John Snow stepped forward to help bridge the gap between the
past and the future. He was a founding member of what is called
The Richmond Renaissance, which is an organization dedicated to
promoting racial equality in downtown Richmond, as well as more
investment and more jobs.

The new mayor appointed John Snow to the Richmond school
board, because schools are so important for opportunity. He became
a member of the board of Virginia Union University, an historically
black college in Richmond.

Over the years, John became a leader in a variety of ways. When
I was serving as Governor, he was an advisor to me as we put for-
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ward a strategic plan to improve Virginia’s economic opportunities,
and we had record investment and record jobs thanks to John and
his advice to our administration.

While he started the Richmond Renaissance, he is a renaissance
man himself. If you look at his background, he is educated in law
and economics at Mr. Jefferson’s University, the University of Vir-
ginia. He has been involved in business. He has been in govern-
ment. He has been a professor, a coach.

I submit to you, ladies and gentlemen of this committee, he is a
man who, with his persuasiveness, his personality, his experience,
and his knowledge, will articulate a vision and an action plan to
get all Americans working to the best of their ability, their hard
work, and their ingenuity.

So it is my pleasure to congratulate, number one, the President
for making the best choice possible. I know that all Americans will
benefit from his knowledge and his leadership.

I thank you all for allowing me to present this outstanding gen-
tleman to you, as well as, I would say, his wonderful wife, Carolyn,
who is the wonderful spirit that keeps John cheered up, moving
forward, and makes sure if anything goes wrong, she gets it back
in line. So they are a wonderful duo for all of America.

Thank you, Mr. Chairman and members of the committee.

The CHAIRMAN. And thanks to both Senator Warner and Senator
Allen. You can stay if you want to, or you can feel free to go.

Senator WARNER. Mr. Chairman, we should note that my distin-
guished colleague mentioned “coach” three times, and he went out
to help his brother coach the Raiders this weekend.

Senator ALLEN. Not well enough. [Laughter.]

Not well enough.

Senator NICKLES. How did he help him? [Laughter.]

The CHAIRMAN. It is our tradition, since we have Majority and
Minority Leaders as members of our committee, to call on them,
first.

So, Senator Frist. Then we will go in the order that we would
normally proceed. Senator Frist?

STATEMENT OF HON. BILL FRIST, A U.S. SENATOR FROM
TENNESSEE

Senator FRIST. Thank you, Mr. Chairman and Senator Baucus.
I will be very brief. First, it is an honor to be able to join, with
three of my colleagues, this particular committee.

I look forward to serving with both of you and pledge to do that
in a cooperative way. We have a huge task ahead of us, if we look
over the next 2 years, with a lot of legislation, as well as the impor-
tant nominations such as the one today.

Again, I will be very, very brief, but do want to personally wel-
come Mr. Snow and thank you for providing us, the Ranking Mem-
ber, and the Chairman with the information necessary to move for-
ward with this nomination as quickly as possible.

It is absolutely critical that we have a strong, forceful Treasury
Secretary to essentially serve as spokesman for the President’s eco-
nomic agenda as the President and the administration works ag-
gressively to revitalize the economy.
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I have had the opportunity to read your record, and I am con-
fident that you are the right person for this job at this time. Your
expertise in economics and public policy, coupled with your strong
commitment to economic growth and job creation, is exactly—ex-
actly—what we need at this critical juncture in our economy.

As mentioned by Senator Warner, your service at CSX, where
you exhibited the vision necessary to transform a complex industry,
was truly exemplary. I believe you have proven you have the abil-
ity to lead, which is one of the important traits that this country
needs in a Treasury Secretary at this point in history.

Based on what I have heard from my colleagues, I am confident
that the Senate will be able to move quickly on your nomination.
I personally look forward to working with you, especially on the
President’s growth package.

It is important, as I am sure we will hear tonight, that we move
quickly and expeditiously to make sure that we get the economy
moving in the right direction. I look forward to your testimony
today and look forward very much to working together with you to
accomplish what has been pointed out. That is, to establish a
strong foundation so that more people can realize the American
dream.

The CHAIRMAN. Thank you, Senator Frist.

Now, Senator Hatch, followed by Senator Breaux.

OPENING STATEMENT OF HON. ORRIN G. HATCH, A U.S.
SENATOR FROM UTAH

Senator HATCH. Well, thank you, Mr. Chairman. I want to thank
both you and Senator Baucus for calling this hearing this expedi-
tiously, and want to welcome our new members to the committee.

I certainly want to welcome John Snow, whom I have known for
a long time and have a lot of respect for. I have watched his serv-
ice, both in government and in the private sector, and he has ex-
celled everywhere he has been.

He also has a background both in the law and in economics, and
probably has utilized his economics background more in recent
years than he has his legal background. But both are important.

I support the President’s plan to speed up the 2001 income tax
cuts and to finally end the double taxation of dividends. These ac-
tions will strengthen our economy, they will improve corporate gov-
ernance, and they will give a much-needed tax cut to families in
Utah, and throughout our whole country of America.

So I look forward to working with Dr. Snow, Chairman Grassley,
Senator Baucus, and other members of this committee to move
these proposals through the Senate.

Once he is confirmed, our new Treasury Secretary will face very
significant challenges. In particular, our ongoing trade dispute with
the EU over the Foreign Sales Corporation regime and its suc-
cessor tax provision will require action by Congress.

In that process, Congress will benefit from the assistance of the
Treasury Secretary and the U.S. Trade Representative. I hope that
we can resolve this FSC/ETI dispute this year, and at the same
time enact important provisions to remove some of the tax law’s
impediments to the growth of U.S.-based multinational companies.
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This is, of course, not all. Our next Secretary is going to have to
grapple with the nearly overwhelming problems facing Social Secu-
rity and the tax system, Medicare, Medicaid, and other matters as
well. I am confident that Utah’s families and business enterprises
can look to John Snow to start us on the road to reform.

Again, I want to thank you, Chairman Grassley, for scheduling
this hearing. I look forward to listening to today’s testimony.

Mr. Snow, having known you all these years, I really look for-
ward to working with you. I have no doubt you will be a great Sec-
retary of the Treasury.

The CHAIRMAN. Thank you, Senator Hatch.

Now, Senator Breaux.

OPENING STATEMENT OF HON. JOHN BREAUX, A U.S.
SENATOR FROM LOUISIANA

Senator BREAUX. Thank you very much, Mr. Chairman. Wel-
come, Mr. Snow. I look forward to hearing from you and your testi-
mony. I think that the President, has picked an outstanding person
to become the next Secretary of the Treasury for the United States.

There are great challenges and great conflicts out there, and dif-
ferent opinions about what should be done to address all of these
monumental problems.

I think that we have as many different opinions as we have
members of the Congress, probably, as to what path we should take
to bring about economic security for this country.

I think it is important for all of us, and I think particularly for
the Secretary, to understand what an important role he has in this
regard. It is probably an understatement to say that when the U.S.
Treasury Secretary sneezes, the rest of the world is in danger of
catching a cold, because what we do here affects not only the
United States’ economy, but really, indeed, the economy of the en-
tire world, to a great extent.

I am very pleased to receive a nominee who has had a back-
ground in the private sector and the academic world, as well as
previous experience in government. That type of balance, I think,
is so very important to these tasks.

Someone who has a Ph.D. in economics from UVA obviously, I
think, brings to the table the academic credentials for this job. But
also your involvement early on in the private sector, then back into
the government at the Transportation Department, and then back
into the private sector as a major corporate executive, and then
being willing to make the sacrifice to come back into government,
I think, speaks volumes of your ability, and your integrity, and
your history of government service and service in the private sec-
tor.

So, I look forward to your confirmation and look forward to work-
ing with you.

The CHAIRMAN. Thank you, Senator Breaux.

Now, Senator Nickles, followed by Senator Graham.

Senator Nickles.
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OPENING STATEMENT OF HON. DON NICKLES, A U.S. SENATOR
FROM OKLAHOMA

Senator NICKLES. Mr. Chairman, thank you very much. I am
looking forward to working with you and Chairman Baucus, and
others on the committee. I hope this committee will be very produc-
tive this year. I think we have some big challenges.

I compliment the President on his nomination of Mr. Snow, and
I look forward to his confirmation, and working with him to solve
many of the outstanding challenges that we have.

I have had the pleasure of knowing Mr. Snow for a long time.
I think he has the experience, both in the private sector and in the
government sector, and that is very commendable. He has served
in government, he has served as a professor, he has served in his
current capacity in private sector.

I think that brings a great blend of experience that is very need-
ed in the very important position of Secretary of the Treasury.

This is a big challenge. Just looking at this Tax Code, it is about
9,600 pages here. I oftentimes compare it to the Bible. Unlike the
Bible, this contains no good news. [Laughter.]

But that is only part of the problem. There are a lot of inequities
in this Code, one of which is that we tax dividends twice, so the
effective rate on dividends total is 67 percent, and maybe over 70
percent.

That certainly discourages investment. It certainly discourages
dividends. It certainly discourages the market. So, I'm interested in
hearing from Mr. Snow, if we eliminated this unfair tax policy that
is presently in this Code, what he thinks that might do to the mar-
ket, and how we can eliminate some of the other inequalities.

We tax Social Security taxes. That is double taxation. That is not
fair. We allow deductions for corporations unlimited on health care,
but we do not allow an individual who is unemployed a deduction
for health care. That is not very equitable. But that is also in this
Code. There are a lot of things in this Code that need to be fixed,
a lot of which are regulations.

I have got a few of the regulations. There are actually five vol-
umes of regulations, Mr. Snow, and you will become more familiar
with these. I started looking at them.

There is one regulation that is pending that I hope that you will
stop that came from the previous administration that tried to make
effective, or they announced the regulation 3 days before they left,
dealing with the reporting of interest paid on foreign deposits of
non-resident aliens.

That resulted in about $10 trillion of money that is invested in
the United States. If that regulation goes forward, my guess is that
you will have a lot less than $10 trillion and will greatly encourage
the exodus of foreign deposits in this country.

I do not think that is a very wise regulation and I hope that you
will reconsider that. That is one of the things I would like to have
you look at.

I think you have got an enormous task. I compliment you and
the President for having a positive growth package. One thing that
I would just like to correct my colleague on. I think I heard one
of my colleagues say, well, it only has about $30-some billion of eco-
nomic change in the first year.
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In calendar year 2003—correct me if I am wrong during your
statement, Mr. Snow—I think it has $102 billion of tax cuts. I
might also mention that I believe the President’s package is almost
all tax cuts.

I think Senator Daschle had one thing that said three-fourths of
his proposal was more spending, not tax relief to people who were
going to really generate the jobs. So, I just mention these.

I think it is important. As Senator Baucus mentioned, he thought
the greater portion of the package should be more up front. I hap-
pen to concur with that. So, when we are putting the package to-
gether, I think we should. I do not really want to have tax reduc-
tions phased in over X number of years.

I would like to have as much of it moved up as immediate as pos-
sible. I believe a lot of that is called for in your package with the
acceleration of rates. Also, it is called for in the acceleration of the
child care tax credit, it is called for in the acceleration of elimi-
nation of the marriage penalty. All those things affect taxpayers
and families, in my opinion, very positively so.

So, I compliment you on your proposal. I look forward to working
with you to formulate a growth package that will create jobs and
move this economy, and help the stock market, which will help all
Americans, everybody that has an investment, everybody that has
a requirement, and a hope, and a dream that we are going to have
pensions that will be growing in the future.

So, you have an enormous challenge. I am confident you will be
confirmed. I hope that you will be confirmed very quickly, because
we have a lot of work that needs to be done in the next couple of
months.

So, Mr. Chairman, I would hope this committee would report out
Mr. Snow’s nomination in the very near future.

The CHAIRMAN. Thank you, Senator Nickles.

Now, Senator Graham of Florida.

OPENING STATEMENT OF HON. BOB GRAHAM, A U.S. SENATOR
FROM FLORIDA

Senator GRAHAM. Thank you, Mr. Chairman. Congratulations to
you on re-assuming the leadership of this committee. I would like
to also extend my congratulations to the President for nominating
such an outstanding American to this very important position.

Although CSX has its corporate headquarters in Richmond, it
also has a very significant presence in my State. I want to certify
that CSX has been a good corporate citizen for Florida.

Mr. Chairman, it seems to me that this nominee comes before us
at a time in which we are faced, not with one, but a series of eco-
nomic challenges, many of which have some internal conflict. Those
challenges include improving the state of the national economy,
which is not good.

We have lost 2 million jobs in the last 24 months. The unemploy-
ment rate has gone from 4.2 percent to 6 percent. Clearly, that
needs to be a focus of the new Secretary of the Treasury.

There also is the issue, as Senator Nickles has just referred to,
of the stock market. Not only is the stock market a scorecard for
the state of our economy, but for many millions of Americans now
it is the barometer of family well-being. Their retirement and abil-
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ity to send their children to college are now closely tied to the per-
formance of the stock market.

In the last 24 months, the S&P 500 has gone from 1,335 to its
current 847. Clearly, we have a major challenge in terms of im-
proving investor confidence.

Third, is the Federal fiscal condition. Just over the horizon will
come a time when those Americans born after World War II start
to retire. They will put enormous strain on the contract which ex-
ists between them and their national government.

They will have fulfilled their part of the contract by having
worked and paid into the Social Security and the Medicare trust
fund, and they are now going to be expecting the U.S. Government
to meet its responsibility by providing the promised benefits. It will
be a major challenge to our Federal Government to fulfill that con-
tract.

Finally, the States, which in many ways are the final safety net
of our society, as well as being the level of government primarily
responsible for the education of the next generation of Americans,
are being hammered. At no time in our history have the States col-
lectively faced such difficult times as they do today.

Frankly, some of the reasons for their distress lie here at the
Federal level, policies that we have adopted, for instance, which
have undercut the revenue base of the States.

I am pleased, as we look at those challenges, both immediately
and on a more long-term basis, that we have as the nominee for
Secretary of the Treasury someone who has stated so eloquently
his commitment to fiscal discipline.

For instance, in a 1995 opinion piece in the Richmond Times Dis-
patch, Mr. Snow described a balanced budget as “the best choice
to assure a bright future for the Nation’s economy, American work-
ers, consumers, and taxpayers, and most of all, for future genera-
tions.”

I concur enthusiastically in that observation and I look forward
to hearing from Mr. Snow about how he plans to implement that
central importance of a balanced budget in his new position as Sec-
retary of the Treasury. That may be the only hope of achieving a
balanced budget and the resulting benefits which he has so elo-
quently described.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Graham.

Now, Senator Thomas, followed by Senator Bingaman.

OPENING STATEMENT OF HON. CRAIG THOMAS, A U.S.
SENATOR FROM WYOMING

Senator THOMAS. I shall try and be quick so that Mr. Snow, per-
haps, will get a chance to visit with us a little later on. I welcome
you here, sir.

He also has some connections in Wyoming, where CSX had the
Grand Teton Lodge in Teton Park. So, we are delighted for that.

By the way, I have never seen such a package of background
available to us on a candidate, and I think that is great.

We are obviously—and it has been mentioned here—in a strug-
gling economy. We have a tax system that impedes, and occasion-
ally discourages, success. We have a world economy that remains



15

weak and puts added pressure on it. Of course, companies, particu-
larly small businesses, are bridled with burdensome and costly gov-
ernment regulations and taxes. We have a loss of investor con-
fidence. We have some problems, obviously.

Finding solutions to these are what we are all for, and I am very
enthusiastic about Mr. Snow’s role to be able to help with that. I
hope we can avoid focusing on short-term solutions and address
more of the long-term structural solutions that need to be done.

I hope you are willing to lead and not simply follow, be innova-
tive by addressing some of these problems, and work, of course,
most with domestic and international partners to build confidence
in the U.S. economy. So that is really what we have all talked
about, certainly.

I believe Mr. Snow is up to those challenges. He has the experi-
ence, the background and the skills. I believe he will be a very,
very effective advocate for U.S. interests here and abroad.

I am very appreciative that the President has nominated this
outstanding individual, and I certainly support him. Thank you,
Mr. Chairman.

The CHAIRMAN. Thank you, Senator Thomas.

Now, Senator Bingaman.

OPENING STATEMENT OF HON. JEFF BINGAMAN, A U.S.
SENATOR FROM NEW MEXICO

Senator BINGAMAN. Thank you, Mr. Chairman. Mr. Snow, con-
gratulations to you. I will just mention two issues that I am going
to ask about when we get a chance to ask questions.

I do think I would like to give you a chance to explain your views
on some of the executive compensation recommendations that the
Conference Board came up with—you were on that panel, I be-
lieve—and what role you can play in seeing some of those imple-
mented.

Also, I wanted to ask about the very large and growing trade im-
balance that we have with the rest of the world. The current ac-
count deficit, as I understand it, is growing each month and is at
all-time historic high. I would like to know what your plans are to
begin dealing with that issue. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Bingaman.

Now, Senator Snowe?

OPENING STATEMENT OF HON. OLYMPIA J. SNOWE, A U.S.
SENATOR FROM MAINE

Senator SNOWE. Thank you, Mr. Chairman. I want to congratu-
late you, Mr. Snow, for your nomination as the 73rd Secretary of
the Treasury.

When the President made your nomination back in December, he
stated that you would be a key advisor in his administration on
economic policy at a time when our Nation is facing slow recovery
and limited future economic growth, and that these were the chal-
lenges that the next Secretary of the Treasury obviously would
have to grapple with.

Your extensive experience in both the public and the private sec-
tor certainly equips you for assuming a challenging assignment in
a challenging time. Both because of your experience in the public
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and the private sector, you have had the opportunity, obviously,
during the boom times and downturns to understand, as well as to
experience, the variety of economic policies and the impact of those
policies both on businesses and workers from both an academic and
real-life perspective.

That will be essential because the next Secretary of the Treas-
ury, I think, without question, has to be both assertive and aggres-
sive in managing a lagging economy that is experiencing a jobless
recovery, fraught with uncertainties because of the geopolitical per-
ils of the potential war in Iraq, the war on terrorism, major unrest
with an oil supplier that has driven up energy costs.

Obviously, the high unemployment rate, where more than 2 mil-
lion people have lost their jobs during the course of this recession.
So, obviously, this is a critical juncture in our economy.

I could not help but think about 2 years ago where we were at
this time. It was sort of eerily reminiscent, because we were facing
uncertainty, but with some major differences. We were not over-
s}lladowed by a potential war. Obviously, we had a $5.6 trillion sur-
plus.

But even at that time, we were concerned about the prospects of
a recession. That is why we ultimately did pass a major tax cut in
June of 2001, in fact, in Chairman Greenspan’s words, as an insur-
ance policy in the event that the economy should get worse.

Obviously, no one could predict what would occur on September
11th. But ultimately, because of the recession, because of the na-
tional imperatives, we have lost more than 75 percent of our sur-
pluses since that time due to the economic downturn.

So the President is right in putting at the forefront of his domes-
tic agenda economic growth in the economy. Two years ago, we
were talking about accelerating debt reduction. We are certainly re-
minded of the fact of how quickly things can change.

If we do not have strong economic growth, then we cannot have
jobs in the private sector, we cannot have the creation of new jobs,
and we certainly cannot have a restoration of surpluses in the pub-
lic treasury.

So it is vitally important that we do all that we can to rejuvenate
economic growth. As Business Week highlighted not too long ago,
an economy that grows at 4 percent for 30 years will grow 33 per-
cent bigger than one that grows at 3 percent, which can amount
to an $8 trillion difference in today’s dollars, and enough to support
retirees if properly distributed.

The question is, what is the best use of our money at this time?
What is the right prescription for an ailing economy? Should it be
a short-term stimulus, should it be a long-term economic growth
plan, or should it be a combination of both? Obviously, the Presi-
dent’s plan embraces more the long-term approach, given the fact
that 14 percent will be expended of his plan in the first year.

But given the fact that we have already enacted a $1.3 trillion
tax cut plan that essentially was an economic growth plan in 2001,
should we not focus more on augmenting the impact of a $41 bil-
lion short-term stimulus plan that we enacted earlier last year, and
thanks to the President’s aggressive leadership?

I happen to think that we should err on the side of prudence in
determining the size of the growth plan, because it is going to be
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absolutely important in terms of what the impact will be on the
long-term deficits. Given the projections, it could be as well as $300
billion for this year, including the cost of a potential war with Iragq.

So we have to maximize the value of each and every component
of the growth plan. I think we have to get the greatest bang for
the buck. I applaud the President’s proposal in focusing on small
businesses, with the small business expensing provision that was
unceremoniously dropped in the last stimulus package in the Con-
ference Committee, which was unfortunate because small business
is now creating 100 percent of the new jobs in America. It contrib-
utes 42 percent to the general treasury. So, obviously, small busi-
ness plays a vital role in the growth of our economy.

I applaud the President on accelerating the marriage penalty and
the child tax credits because I think it does put money back in the
hands of low-income/middle-income families. I think we ought to
accelerate the refundability.

But, finally, I want to make this point. Obviously, I've expressed
to you, in my meetings with you, Mr. Snow, about the impact of
the elimination of the individual tax on dividends.

I really do think we have to really think very carefully about
such a proposal that will affect the long-term deficits that ulti-
mately could drive up long-term interest rates, as well as ques-
tioning the stimulative value in distribution of such a proposal.

So, that and more. I hope that we will have the opportunity to
craft a stimulus plan that is more on the short-term and immediate
future.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Snowe.

Now, Senator Lincoln?

OPENING STATEMENT OF HON. BLANCHE LINCOLN, A U.S.
SENATOR FROM ARKANSAS

Senator LINCOLN. Thank you, Mr. Chairman. I, too, would like
1:(})l add my congratulations to your ascension back to the chairman-
ship.

And to all of the many issues we have to deal with this com-
mittee, I look forward to the wonderful bipartisan working relation-
ship that you and Senator Baucus provide as the leadership there.

And to our nominee, I would like to extend my congratulations,
and look forward to working with you. I appreciate your courtesy
visits in coming to see many of us members so that we could get
an early introduction to you.

I do believe that the Senate’s role in the nomination process is
extremely important, and it is incumbent upon us to fully and thor-
oughly review the Presidential nominees that are presented to us.

I welcome you, Mr. Snow, and I appreciate the work that you
have done in your career. It is very impressive. Certainly, many
here that have worked with you can attest to that.

It is a monumental task, but as hard as it is, those of us who
have the honor of public life should remember the words of Thomas
Jefferson, who said, “When a man assumes a public trust he should
consider himself public property.”

Normally, Mr. Chairman, we are able to have a good under-
standing of a nominee’s background before the hearing, and we
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have gotten a great deal of information from this candidate, as
Senator Thomas alluded to the package that we received.

However, while I think the information is coming in as quickly
as it does with other nominees, we only received last night some
of the more complex issues that arise with the nominee we are vis-
iting with today.

I, for one, want to fully understand and unwind some of the com-
plex business dealings that we have had only a brief time to re-
view. Therefore, Mr. Chairman, it is my hope that this hearing will
be the first step in a process of detailed reviews that we might be
going through.

I certainly want to be sure that all of our questions have been
thoroughly answered and that the public has had the opportunity
to look into these very complex dealings before we vote out the
nomination, which I am assuming we can do in an easy amount of
time. I certainly do think that that is our job in the committee, and
I know that the Chairman will afford us that opportunity.

Again, Mr. Snow, I welcome you to the committee and look for-
ward to being able to visit with you and answer some of these
questions.

The CHAIRMAN. Thank you, Senator Snowe.

Now I go to Senator Smith, one of our new members. I welcomed
you in my opening statement, and I welcome you again. I know you
will contribute greatly to the work of the committee.

Then you will be followed by Senator Conrad.

OPENING STATEMENT OF HON. GORDON SMITH, A U.S.
SENATOR FROM OREGON

Senator SMITH. Thank you, Mr. Chairman.

Mr. Chairman and Senator Baucus, I want to express to you my
feeling that it is a high privilege to serve in the U.S. Senate. It is
doubly so to serve on this committee. I look forward to working
with you in a bipartisan and productive way, and I thank you for
your words of welcome.

It is also a pleasure for me to welcome John Snow to this com-
mittee. I am probably one of the few people here who knew John
Snow in a professional sense before ever meeting him in a public
sense, he as the leader of a great railroad, and myself, as the presi-
dent of a food processing company, he providing services and my-
self trying to get products to markets.

I always found John a great professional, someone with a good
understanding of the law, a good understanding of economics, and
a real professional in his business.

Both food processing and railroads are mature businesses and
highly competitive. To succeed in that arena, I think, as John has,
speaks volumes about his ability to tackle any task. He certainly
undertakes a great one now.

What I have found in John Snow over the years is someone who
understands that we can help more people with growth in our econ-
omy than we can through central planning of government. He be-
lieves in a social safety net, he does not believe in socialism. I be-
lieve John understands completely that we cannot, and should not,
tax and spend our way to prosperity.
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But if we trust the American people sufficiently with their cap-
ital, with the fruits of their labor and the ability to pursue their
dreams, then America will continue to be the leader of the free
world and more people will be benefitted because of that.

I believe that John understands that whatever you tax, you will
discourage. Whatever you doubly tax, you will doubly discourage.
I think we will have some great debates about every feature of the
President’s tax proposal, and I look forward, John, to working with
you in passing as much of it as possible.

But I think it is very, very important that we understand why
America is so great a country in the world today. I think it is in
part because we have tax rates that, relative to Europe and some
in Asia, are much lower. If we will remember to trust the people
with these resources, I think government will soon be back to sur-
plus and prosperity.

But there is no doubt we have come through an extraordinary
period of economic history, a period in which we have seen a stock
market bubble that has left many very disillusioned.

We have got to take those steps, both short-term and long-term,
to restore people’s confidence. I think the President has chosen well
by choosing John Snow to lead the critical Department of Treasury.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Smith.

Now, Senator Conrad from North Dakota.

OPENING STATEMENT OF HON. KENT CONRAD, A U.S.
SENATOR FROM NORTH DAKOTA

Senator CONRAD. Thank you, Mr. Chairman. I want to add my
words of congratulations to you, Mr. Chairman, and to thank you
for your outreach to the committee. Your coming by the office to
take time to talk to us, each of us individually, I very much appre-
ciate.

And Mr. Snow, thank you for that same opportunity that you
gave us. I know that you and I were not able to hook up because,
at various times, each of our schedules took us away from an ap-
pointment, but I want to thank you for affording us the oppor-
tunity.

I also want to say that I intend to support your confirmation. I
think you come to this job with a wealth of experience and a rep-
utation that is impeccable. I appreciate very much your being will-
ing to take on public service and this challenge. It is critically im-
portant.

First of all, we face an extraordinarily difficult circumstance. We
had a $5.6 trillion surplus 2 years ago. That is what we were told
we could expect. Now we know, if we adopt the President’s policies,
the tax cuts and the spending included in his plan, we are in the
hole by $1.5 trillion. That is a $7 trillion turn in just a year.

It leaves us in a circumstance that, looking over 20 years of the
budget policy of the country, going back to 1992, we were in deep
deficit. We were able to pull out for 2 years, not use Social Security
trust funds for other purposes.

But now this is where we are. We have plunged back into deficit.
If we do not use Social Security to pay for tax cuts and other
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things, we see that we are in deficit the entire rest of this decade,
and by very, very large amounts.

That is especially worrisome because of where we are headed. If
there is one thing that strikes me, is that we are in the sweet spot
of the fiscal cycle now. Trust funds are running big surpluses, but
that is going to change in the relatively near future.

Social Security goes cash negative in 2017, and when it goes cash
negative it does it in a very dramatic way. That is why these defi-
cits we are running now are, I believe, so damaging and so dan-
gerous to the long-term fiscal health of the country.

It is not just Social Security, but the same is true in the Medi-
care trust fund. We are in the sweet spot of the cycle now, running
surpluses. But those surpluses, starting in the year 2016 with the
Medicare trust fund, go cash negative, and in a very dramatic way.

One of the reasons I count myself as an enthusiastic supporter,
Mr. Snow, is that in the past you have been somebody that was riv-
eted on this question of whether or not deficits hurt us or not.
There is some thinking now in Washington that deficits do not
matter. I think that is truly a dangerous notion.

I was very pleased to see in the Richmond Times Dispatch your
statement that “a credible, sustained reduction in Federal deficits
leading to a balanced budget will bring major economic benefits.”
I believe that.

As the government spends less and borrows less from investors
to cover declining deficits, more capital will be available for invest-
ment in the private sector. Inflationary pressure will ease and in-
terest rates will respond by declining as much as 2 percentage
points.

Well, Mr. Secretary-to-be, I hope you still believe that deficits
matter and that they are a challenge to us, and that they must be
dealt with.

Again, I will enthusiastically support your confirmation.

The CHAIRMAN. Senator Lott is next, then Senator Rockefeller.

OPENING STATEMENT OF HON. TRENT LOTT, A U.S. SENATOR
FROM MISSISSIPPI

Senator LOTT. Thank you, Mr. Chairman. I, too, will try to be
brief because I would like to get to the question and answer period.

I want to congratulate Mr. Snow for his nomination to be the
Secretary of the Treasury. This is certainly one of the critical posi-
tions in the President’s administration.

I am very pleased that the President chose John Snow, with his
background academically, in the business world, professional world,
and in a great variety of experiences of a lifetime. It has made for
very entertaining reading and a lot of information that we have
had the need to check into, and we certainly have done that and
will continue to do so.

I want to also thank your family, Mr. Snow, for being willing to
have you make this sacrifice which will affect them, probably in
some ways, even more than you. We thank them for being willing
to allow you to do this.

I think you are an excellent selection for this position and will
do an outstanding job as Secretary of the Treasury. I alluded to
your education background. It is rare that we have somebody that
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has the type of education you have had, including a Ph.D. in eco-
nomics and a law degree. It looks to me like perhaps you are over-
qualified educationally. I hope it will provide some benefit to you.

I know that you have done an outstanding job as the chairman,
CEO, and president of an outstanding railroad. I have had occasion
to work with you in that role and others, as you have been willing
to be involved in government and the pursuit of solutions to the
needs of our country.

As I looked over your resume and looked at the questions you an-
swered, I was very impressed with the diversity of things that you
have worked in. Not just because of the railroad holdings, which
are diverse, but also your charitable involvement, your involvement
with education, both at the college level and in other educational
programs, and in land management.

You have worked with entities that try to assess what is hap-
pening with the economy, such as the American Economic Associa-
tion, American Enterprise Institute, American Men of Science.
There is a long list of areas there.

And you have been prepared, on occasion, to take positions and
make statements about what you thought maybe we needed to do
to help our country. I know you will not shy away from that in your
new role, confidentially as an advisor to the President, but also
publicly as you come to us and seek solutions for the f