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EXECUTIVE COMMITTEE MARKUP SESSION ON BUDGET DEFICIT.

REDUCTION PROPOSALS

THURSDAY, MARCH 22, 1984

U.S. Senate

"Committee on Finance

Washington, D.C.

The commiftee met, pursuant to}recéss,-at 9:10 a.m. in
room SD-ZiS, Dirksen Senate Office Building,-Senator Robert J.
Dole (cﬁaifman) presiding.

Present;_‘Senators Dole,'Chafee, Durenbé?géf, Armstrong;
Grassley; Long, Matsunagé, Moynihan, Boren and Bradley,

Also'preéént: Dr.'Robért Rubin, Department of Health éhd 
Human Services; Mr. Michael Rdllinson,rDepaftment of the |
Treasury; | |

Also present: Roderick DeArment,'Esquire; Michael Stern,

Esquire; Sydney‘olson; Harry'Graham; and Joseph Humphrey.
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The Chairman. Let's see; we haye DPr. Rubin here from
HHS} and Sidney. Obviously we need to wait fof other
members to‘comé,befére we can get into amendments that may
be in.dispute.

I understand fhere are three or four technicai things
at least we can raise now; if there is no objectionf We can
indicate that we will raise éhem later; when we have sévén
.mémbers»présent.

I think first of:all it wouid.be helpful.for ﬁhe”record'
of we could juSt ask to be-indlﬁded in the record sort of

a section by section anaiysis of this proposal, and then if

~we can move to -- are there three or four minor technical

areas that we could at least raise while we are waiting,fdr
other members to come?
Ms. Olson. I think we could raise the Armstrong,

amendment, Senator, which deals with the statutory waiver.

. for a child support demonstration project in the State of

Wisconsin.

_We have worked out language with the_Administration, with
the Stqte; and with Senators Kasten and Proxmire, which I
believe Senaﬁdr Armstrong intends to offef. And I think
we could take care of';that now. | |

I know the Administration is opposéd, on principle, to
a.statufo:y waiveg; but they do préfer;the language we have
developed to the language in the House bill,
Moffitt Reporting AsSociates

2849 Lafora Court
Vienna, Virginia 22180

(703) 5739198




- 10

11

12

13

T 14

15

16

17

18
19
20
21
'22

23
.24

25

3

The Chairman. Dr. Rubin, do you have any comments on
that? |

.4Dr. Rubin. I think that's right. We are opposed to
writing in-the statute that we give broad waivers; however,
we do think that the Wisconsin program is an interesfing
one and would encourage them to. apply under the_broéd waiver
authdrity that is included in the bill.

However, if the committee‘sées fit to>include a mandatéry
waiver in the statutek we clearly prefér the language that -
we have developed in'conjUnction4with staff.over the House'
bill. |

. Theléhairman. All'right. Senator'ArmStrond'is herexnow;:

We are trying to bring up a few technical things we
think we might be able to if néf,dispose of; at léaét raise.
And if.fhére is some objection later when there are seven
members present, we will not do it.

_Why don't you just go over fhatvquickly again for
Senator Armstrong.

Senatbr Armétrong. I am familiar with the substance of
the Wisconsin waiver. Aﬁd frankly, I don't see aﬁy reason
for there to be any controversy about it. >I was going to
raise it myself, just at the request of-Seﬁator Kasten.

- If the Department is comfortable with it, and I
understand there is no reason to doubt; under the revised
waiver language} that the cost of it will be held to no more
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4
than it would otherwise have beepé,an@ so I say let's let
them go with it. |

The Chairman. All-right. We can't agree to the
amendmeﬁt; but let's at'ieast -

Has it been discussed with staff on both sides?

Ms. Olson. Yes, it has.

The Chairman. Well, we will wait until other members
get here.

Are there any other ﬁechnical'areas that'wé might to
be able at least to bring up; so as to keep thig thing
moving? |

Ms. Olson? I'thiﬁk that's the only area of
non—ébntroversial amendmeﬁts-we have.

The Chairman. Are those the énly:éméndments we have?

Senafor Packwood. The only non4controverSia; ones.

The Chairman. I understand that Sena tor Grassléy has
an amendment thét woﬁid offset.

Did we-get ﬁhe iRS to collect on non-AFDC cases?

Senator Grassley.  Yes.

.The Chairman. It seemed to me to be a bad idea, but

maybe --

_Senétor Grassley. Is it your desire that we would take

that up at this point?
The Chairman. I fhink we might get into it now.
Senator Grassley. I woﬁld like to.
Moffitt Reporting Associates
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.The Chairman, I understand they do this in Iowa.
Is that_correct;.on aAState level?
| Senator Grassley. Yes. And I think the track record
there is a pretty good ﬁrack record.

I want to ask the members to consider this in_the vein

of "an ounce of prevention is worth a pound of cure." I

think you have to realize that in a lot of'casesbﬁhere child
-support ié involved, that'evéntually some of  those cases
could become AFDC and do become AFDC} and then they'become

a cost to the téxpayefs.

So, anything we can do to preVent that is very helpful.

And by having .income tax offset for non—AFDC} I think we are

takingAthat ouncé'of pre&éntion.

I would like to remind the committee thét just in the
bill we voted out yesterday, we voted a recommendation 6f
the Grace Committee td ekpand the currend refﬂnd offset
prbgram to a lot of government debt. And I think»if it'é
good for government deb;, it is also-good for others. And
particularly, if it is good for AFDC, it ought té be good for
non-AFDC. | | |

I think we have addressed the subject of equity. I
think this is a very tightly-drawn amendment;' I think i£,is
protective of the taxpayers' rights, particularly the spouse
of a supporting person whp wouldn't be involved and who
obviously has rights to partAof the income tax refund. We
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are overly protective, I think, of those concerns.

And I guess-I would ask; in the final analysis; that
we shouldn't have to wait until a family falls into AFDC
before offeriné them the assistance in collecting past-due
child support.- The State is going té have fo document well,
ana it has the option of not getting invélved until after

they have been requested to} unless they desire on their own

- to go back. So from that standpoint, it's only prospective.

ASenétbr'PaCkwood has helped a great deal on this, and
Senator Durenberger. I want to acknowledge and thank them
fof their work in that effort. |

Mr. Chairman; I don't think I cén say any more in
subpbrt of it. 1It's a dafn good apprqach; and it's a real
'preveﬁtive'approach.

Senafor Packwood. Mr. Chairman?

The Chairman. Senator Packwood?

Senator Packwood. I think this is a wise follow-up, and
Senator Grassley deserves extraordinary credit for taking‘
the lead on this, a wise follow—u§ to what we have been
doing with AFDC.

You will recall how long it took this committee to even
adoptAthé AFDC proviéions. rIt was fought by £hé Interﬁai
Revénue Service, it was fought by the Treasury Department.
Senator Loﬁg pushed it and pushed it. The argument was made
that it‘would be burdensome,'it wquld cost more ﬁoney than
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1 it would produce; and the records that we've got. so far on
(:) | 2 the AFDC have been excellent.
3 If my figures are fight; in 1982; in the first year of

4 || the program} the IRS made 297;000 offsets, which resulted
5 in $174 million in welfare savings. 1In 1983, only through

8 August; the IRS has made 323,000_offsets, which have

7 fesulted in $170 million savings in welfare costs.
8 . Chuck Grassley is absoluteiy right: If what we're goiﬁg.
9 to say to that spouse that is working but is marginaliié, "If.
j A >_ 10 you gé on Qelfare, we'll collect for you;-but if you dén}t o
| o 1 go-:on welfare, we wbn'ﬁ;"‘that is a’pefversiqn 6f'What we |
32 bqght-to be driving:toWard} and that is to keep people off
. 13 welfare if:we can. And if we adopt the Grassley Amehdmént;
iik 14 it‘is going to hel§ very, very much. And regardless_of ﬁhét:
15 arguments_the IRS may make, I think-we ought to go ahead and
_1é- adopt,it.
17 Thé Chairman. Can we hear from the Tfeaéury? Do you
18 support the amendment?
19 I Mr. Roliihson. No, Senator, we don't. We oppose the
20 amendment.
i 21 As you know,,since.l982 there.have been provisions for
22 a refund offset for AFDC.payments. We have been cdncerﬁéd
1 2 about the.effect of those payments on taxpaye; compliancei
2 There has been an ongoing study at the Internal Reveﬁue
(w) _ 25 Service to examine exactly what the effect of these refund
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offsets are on taxpayer complianCef And although that study
is ongoing and we db not have conclusive data at this point,
there are certainly indications that the pfogram does hinder

complianbe -- that is; once the taxpayer has had certain

" amounts.of his refund withheld by the government, ‘we fear

that that increases the likelihood that the taxpayer will
not fully pay his tax due in succeeding taxable years.
Senator Packwood. Let me ask you this question:

Actuallyfthe'evidencé you have had; prelimiharily, is--that

people reduce their withholding the next year. But what you

have found is that they have been basing their withholding

and claiming dependents for whoom they were payinq no support

They were not complying with the Tax Code. And once they"
discovered you were going to withhold} didn‘tmthey.reduce>

their claimed withhoiding to what they legitimately were

entitled to?

Mr.-Rollinson. I think that-is probably true in'séme
cases; Senator; but I don't believe —-- maybe thg IRS has
more informatiqn on this than we do at Treasury, bu£ my
informatién at this point is ﬁhat the data is still being
collected.

There certainly have been cases where claims of

-excessive .exemptions have gone down. . I think you are right

in that. But there are also a number of other instances that
have been reported in which taxpayers who did file returns in
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the previous year have ceased filing returps after they had
their‘refunds;withheld, 'S0 I think the jury is still out on
that., ‘ |

Whaf we would like to do here is gojsomewhat.slowly. As
yoﬁ'know;_We have‘juSt expanded the refund offsef program in

the current package that the committee has just passed; to

‘,provide for refund offsets for government;,for debts owed

to theAgovérnmént; That in and of itself is a very lafge
step. -

| We are.very reluctant to get into refund offsets
betweeﬁ,tﬁo ptivate individuals; whefé the government_haé
nd claimiof no basis to know.whibh party may in fact be
correct with‘respect_to thaﬁ claim.

So'we_would étronély ﬁrge tﬁat.we move siowlyAwith.

reépéct to refund offsets. We have just expénded’the-

provision significantly for government claims, and we would

- be very hesitant and would oppose seeiﬁg it extended to

private clainis,
Senator Packwood. ~Mr. Chairman, that argument that this
is a private problem -- Senator Long will remember this

well -- is one that in essence they raised on AFDC. They

said; "Well}:even though the Federal Government is slightly

involved; that is basically a State problem." They were
opposed to it; they didn't want to do it; they fought it.’

I don't know how long Senator Long pushed that before they
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finally adopted it.

Can'you remember; Russell? It was four or five yeafs;
as I recall.

Senétor Long. My.recol;ection,is; they fought us as
though their life depended on it to prevent us.from even
finding the names of the damn peqple and where they wére.

Senator ?éckwood.. Oh;'yes -= let alone collect.

Senator Long. That's right.

They took the view that as long as they were collecting

those taxes, they were doing their .job. And they_just‘didn't _

want to be bothéréd to even'let us'know where the -damn
fellow was. Pardon myvlanéuage; but I got irritated ébogt
that matter. there waé,tﬁe guy? He owed us money, éﬁd we
had to'suppért the fami1y;ibe¢ause_the guy was making-
plenty of dough but wouidn't pay. They had the addressiand
knew. So it was costing‘us a fértune-oﬁ the one hand,vbut
they wouldn't tell us;where.the man was. And they knew it,
right there in their files. |

Senator Packwood. And I am not géing_to get hung up dn
this argument thaf fhis is strictly a private collection.
Delinquent child supports are a major national problem. It
is part 6f whaﬁ is driving people to welfare, and'then £hey
become ‘a public chérge.

To say that we aré'not going to take an ounce-of
§reventive medicine, that we are going to wait until they
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go on welfare, and then and only then will the IRS -=

.reluctantly -- go ahead and try to help-collect; that's --

Sénator Armstrohg..'Bob; would you yield foréiquestion?

Seﬂator Packwood. Y655V

Senator ArmStronq. I think what YOu are_saYing has a
sort éf appealing ring to it; but the thing that cdncérns me
is; where would you-dréw the line? In other words; if you
stop at AFDC} which is where 'the line is drawn now;lthere is
a clear threshhold between sbmethiné that is public and
private. |

Obyiduély; the'failﬁre of people to pay_Chila sﬁppbrt
péyments is a major natiqnal pfoblem; but myrquestioﬁ ig}

Would you be willing to eitend;the same kind of treatment --

that is, offset by the IRS against tax refunds -- to other

similar major national problems?

Senator Packwood. I would take it, Bill, a step at a

-time. This is a major national_prdblém, and I think you can

Jjustify it. I am not saying that the Internal Revenue

Service ought to become a collection agency for every private
debt.

But I think when you are talking about child support,

to call that a "private debt" like automobile cdllections,.or_

house payments or anything élse, is a world_apart'in terms
of the phiiosophical difference.
Senator Chafee. Well, Mr. Chairman, I am interested in
Moffitt Reporting AAssociates
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this. It has been’indicatea thgt Senafof Grassley has a
tightly~drawn bill. " What does that meén? Suppose I am
Joﬂn D. Rockefeller; and I am not éayiﬁg my support payments.
Can thej get a little assistance from the --
| Senator Grassley. Well; I ém sure you wouldn't be

gettihg an income tax refund if you were John D. Rockefeller..

(Laughter)

Senator Chafee.b I hopeVI wouid.

This-iSn't solely against refunds, is it?

Senator Packwood. Yes.

. Senator Grassley. Yes; it is.

Seﬁator Chafee. Weli; when it ié_ﬁtightly-arawp,";ﬁhat'f
does that mean? Could soﬁebody tell me What thé bill»doeS?l

Senator Paékwood. 3we11, first you have to éiveva noticé 
to the'absent parent. You can't QQ outAand in e§senqe
garnishee him like you would without notice. First you have -
to tell him you are éoing to do it. You have got to ﬁotify
the second‘spouse, assuming Ehat the first séouse has
remarriéd, so that the second-spouse has no obligation
toward the children ofAthe first spouse. You haQé to potify~
the nop—dbligatedvspouse so that their port;on of whatever
wages théy may have ér other sources of returns is ﬁot |
touched. It is drawn tightly.

You can't even start this without notifying the
delinquent parent. Even the-notifiéation might be enough to
Moffitt Reporting Associates
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cause them to pay.

Third;_you_don't do it upless the past-due support is

. $500 or_aone;Aso that YOu'haye a threshhold test.

And last;.the IRS; if they want; can charge to the
State a fee of $25 for withholding on non-welfare cases to
cover their administrative costs.

Senator Chafee. Wel;; it seems to me that the

_justification of this is theithreat that these people might

be on AFDC. But there are a host of cases that they are
no threat of all; that the person is going to be on AFDC,

and this would be a Very'convenient;cbllection agency. What |

.is ‘the protection againSt that?

Senator Packwood. I don't use thé argument; the sole
érgument; that they miéht be on AFDC. ::‘Some are going»ﬁo, if
théy don't get this. ﬁut I thiﬁk this»has become a social
problem of sufficien£ significance that we can justify uSingj 
the withholding system'and the refund system to pay for the
support of children who are not othefwise.getting the
support.

The Chairman. It seems to me we are trying to revamp -
the entire law now-fo make it be moreAeffiéient. It seems
to me that beforé we get the IRS inyolvéd; we ought to see
whether what we are doing is going to work.

I ddn't know where you draw the line. I know Mr. Egger.;
was here when we did the othér offset where thg-debts were
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owed to thé government; and he wasn't very happy with that,
We did it over his objection. '~ That's not unprecedented.

(Laughter)
The Chairman. But it seems to me you have a private

contract here; or a matter. that -should be settled in a

- private way rather than to invoke the long arm of the

‘government. -
| I think those who wére conderngdlabouﬁ iRS harrassmént

ahd where we are going ﬁo-étpp; we are»actﬁally contributing
to that. - | “

I tﬁink eQerybody_uhdérsﬁanAS the issue. Maybe_We qén
justvvoté on it. |

Senator Long. ?Lét me_just,éay this; Mr. Chairman. I
feel like we are hakiﬁg_a forward.stridé in collecting money
that'is owed by doing as we pfovided in the tax bill; that
the IRS will withhold for money owed to theAgévernment.

_Now; that ought to 5e your logical starfiﬁg point} to
the extent that you want the’IﬁS to heIp you collect money.

I am a little relujctant in this bill right here, if it
means that the next time we collect taxes that in addition
to that we will be also withholding on child ‘support. I
think we would do bétter to wait and see how it works on
withholdiné on' just what is clearly owed to. the government,
and. see how that works.

The IRS didn't want to do that, did you? My recollection
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is that you didn't want to do that.
Mr. Rolliﬁsdn, " That is correct;_Sepator.
Senator-Packwood. Wéll; they didn't want to do it for
welﬁare éeople either;_and‘it's Qorking*there.
Senator Chafee. I don't think the test should be thét

they don't want to do-it;vand therefore it should be done.

'Thétﬁs not the criteria we are judging these things by.

I think let's give it a chance and see. Was it in 1982
that we did it in the AFDC?
| Senator Packwood. | It started in_19§2.

Senator Chafee. - All fight. ‘Well;‘that}s hardly a time
to compile any kind of a record.

The Chairman. Dr. ﬁubin? 

Dr. Rubin.  Mr; Chéirman; you indicated that there may
be other provisiqns in thé bill that aré under discussion

that might in essence achieve the goals that Senator Packwood

~is talking about.

In point of fact;_the mandatory wage withholding
practices which are contained in the staff draft of the bill
would in essence require thé empldyer to Withhold wages
rathér than just the IRS refund offset. And at least in the
judgment of our Depértmeﬁt;.it is clearly a ﬁore'éffeétive
way of assuring that the cuétodial parent receives any
arrearages that may be due.

In view of the technical matters that the Treasury
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not in point of. fact happen, because when someone is in

person. . And a number of court cases have held that the IRS

violated procedural due-process rights on the notification, .

16

Departmentfhasipaised;‘it.would.be.the~pqsition of the
Adminjstration. that we have. in our propbsed bill sufficient

safeguards to assure that the problem that you describe would

arrearages for avanth or more; they would have their wages
withheld at the-time_thét they earned them :éther than waiting
for an IRS tax offset. | | |
The Chairman. -Harry;”did you have a-cémment?
. Mr. Gréham.. Yes; sir.
.The offset for non-AFDC baymentslreally éame'into the
law in 1981, on %he'Omnibus ReConciliatibn-Act.
» The-Chairman. For AEpc; you'méan.
Mr. Graham. For AFDC. 'Yes; Sir.
Since-that time.ﬁhéreﬁaQé beeﬁ a ﬁumber of qourt suits
involving'the IRS over-dué process claims, especially where

you-have a debtor who has subéequently remarried another

and so forth.

The IRS procedures in the notice that they have.to give
the taxpayer before they do an offset have real;y started to
conférm to those tax cases .or to those constitutional cases
that are cgrrently iﬁ process. And I think that the IRS is
still in the process of trying to réfine and develop those

procedures on how to get notification out and whether that
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notification difﬁerg; bégeq on whether you are de;ling.with
a commén.Law State or a non;common]law State; where the,rightgn
of a non-debtor spbuse would differ with respect to the
procedufél due-process claim to the refund.

_Seﬁatbr Grassley. Mr. Chairman; yéu know; I can hardly

beliéve; considering the fact that yesterday we voted out a

bill for $49 billion of tax increases and $26 billion of

experiditure reductions because we are so concerned about the

national debt;'and here we are. We know that we have a

proven'ﬁfack record; that this program_works for'AFDC Cases;v
we know that we have a trénd towards goingfffom_é divorce fé-
privéte support for a fémil? in divorce inﬁb ADC;-thene is

a tréck‘record that nobody.disputes; we are concerned about
taxpayers rights. The issue addresses.that.

It éeems to ﬁe like when we have a_pfoven-reCord, and -
when we know if.we don't_do.anything it is going‘to eVentually
ena up costing the taxpayers money, and we don't take that
preventive.action; that we aren't acting .in the same spirit

as we did the last threevweeks to do what we could to keep

4

potential costs to the government down.

It is very ﬁuch in.the same vein. I would suggest to
you that it is more 6r'less a backup proviéion. iIﬁ'is iiké
a shotgun behing £he door. It will accbmplish'a grea; deal
just being on the.bboks; without being instituted. And we
have a provision that it won;t be instituted in the first
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instahce;_unléss there is $500 of arrearages. And it is not
going to be instituted for any case before that person

actually becomes a 4-D case.

Wisﬁ that sort of track record; with the statistical
base we“have;in'support of ﬁhe proposition;_all weé have
réally dictating aéaihst our taking fhis action is the fact
that the Internal Revenue Service_and the Treasury would just
as. soon not have us do that.

The Chairman. - It is also going to cost $235 million.
There afe no Fedsral benefits.

._SenatorvGrassley. Well;<thatﬁs true; but thenmﬁfknOWuf7
slso thOse.same.statistics -- what it‘will bring in. And
we know £hat it is a gevenﬁejproducing cost. And thaﬁ'ought

to be pretty important;,bécause -- remember -- for every

dollar that we bring in over and above the'cost; we are

saving 142 percent. in eventual cost to ths taxpayers just
in my Sﬁate aibne. And for those Stafes like Mississippi.
that have Medicaid and AFDC costs well above 58 percent; it
is going to be even more of a savings, in those  instances.

The Chairman. But in AFDC cases there is a savings to
the Federal Government;Abecause it offsstsisome of the:

welfare expenditures. In this case,. again you have got two

people out there trying to collect child support. The

Federal Government spends $235 million; and they have no

interest in it at all. ' There is not any Federal expenditure
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when you've ggt nén—AEDC cases.

Senator Grassley. The Chairman is right. ' I was meaning

to. say if you keep people off welfare.
The.Chairman. Well, we don't have any estimates on

that, I don't think.

Senator Bradley. Mr. Chairman, it seems to me that the -

basic question is: Should we try to put the toughest child

 support‘enforcement legislatibn on the books? And it seems

to méAiheie=are women whq are poor; and there are womene who
are lower-middlé; and middle inccme; who_arg not éetting
cﬁild éupport.‘ I view this as a'measure to make it as tight
as ppssiblé. Aﬁd I don't know why.we;Should_notvmake'it'as-
tight as possible for Caseg where fathers have a little more'
income.

in my view, if you are going ‘to havé‘a tough child
support l&w;'ycu Wént»to have. the toughest-léw available.

The Cﬁairman{ Well; what ié the estimate you are going

to collect? If we are going to spend $250 million in Federal

money where we have no -interest at all -- if you are talking.

abbut the deficit; we are justAqoing to add a quarter Qf a
billion'dollars to it;_and the government géts nqthing in
return, - Who is going ﬁo pay for it? Where does‘fhe'

$235 million come from? .

Mr. Graham.: Senator;las I understand it;'that would be
the administrative costs to fhe Federal Government of
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offsetting. .
- And iniaddition;ﬁas I pndér§tand it;kthe qmountg that
tﬁéyjqffset.wiil-e&entuélly be returned back to the
individuals.

Senator Bradley. 1Isn't the normal retﬁrn on the child

~support enforcement about $1 administrative cost to $3-4

in increased child support? I mean, you know, are we

willing to make that investment to get that increased

child support?_

The Chairman. Well;_why shouldn't we put in

$250 million to collect auto loans? What is the difference?

Senator Durenbérger. There are. people involved here.

There are little kids involved here. There are familieé

involved here.

The Chairman. Well; we can get into health care costs _

and things of that kind. I mean;Athis is just another
way;'éndther épprépriation of Federal money;
‘ Wé were trying to tighten up'the law,vand now we are

coming in with overkill. And it seems to me thét -

Seﬁator Grassléy. ‘Mr. Chairman, what about the fact
that we éllow in this amendment the IRS to charge a $25 fee
for these?' It seems to me like that is-QOrthy-of J
consideration; and it is not a total out—of;mreasurywdost.

Senator Packwood. Whaf-are those $250-million figﬁres?

The Chairman. That is-CEO's estimate.
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Sen.a.tér PaCRWOO_d, - Es.timé.te; aver how many years'>
The Chéirman- Thrée.
" Ms. Olson. ' Five years.

Sehato: Packwood. A five-year estimate. Fifty million
a year. How much are'you estimating recoVering from the
righ£ to charge for collection?

Ms. Olson. CBO.inclgded that in thezéost estimate, as
I understand it. 'Also included in the cost estimate that
CBO gave us 1is apprbximately $20 miilion,avyear‘¢oét
évoidande. In othef words; fhe.savings'from-keeping,on the‘
ffinge ﬁroh dfopping into welfafe.'

The Chairman. Is that all? Not a very big prbbiém;'

Mr. RoLlinson. Mr. Chairman; I would like to-ada; to

reiterate;_that I think getting the Intérnal Revenue Service

of collecting non-government debts is a very serious

problem. I don't think that the track record is quite as
good as it has been portrayed.

Our estimates: show that where thére have been refund

offsets; taxpayers are twice as likely not to file a return -
in the succeeding year, and three times as likely to have

a deficiency owed to the government. So I think; since the

AFDC program has only been on the books for,t&olyears; I
would strongly urge that we go muchlmore,slowly than
extending fhis to the millions of taxpayers that would be
affected. |
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Senatér Armstrong. ‘Mr.iChairman;.there'is.something
I dqp'ﬁiquite understand;,becauSe my disposition is the same
as Bill Bradleyﬁs} that"we ought to draw this thing to really
coilectithe money and £o make these parents who.ére obligated

under court order to meet their family responsibilities.

Bﬁt I don't understand how this does it. We are talking|

about a once a year event} wherefsomebody has got a refund
coming onitheir.Fédéral tax returh. The bill already
provides for mandatory withholding from wages; and most

people get paid twelve times a year; most people; in fact,

get paid at least 24 times a;year}'and'some.of them get paid i.

eveiy week. So there is sbmewhere.béﬁweén'lz andHSO'
opportunities every year £§ get-the méney from a delinquent
parent. | | | |

Héw.do we enhance the probability of coliectiop by
affording a 53fd opportﬁnity or a 27th opportunityknrbringing
the Federal Government in and crossing fhis-threshhold of
getting the IRS into something that frankly I have douﬁts
abbui? | |

If it_réally was a significant.inérease'in the chance to
collect these delinquenqies; I would_at leaét COnéider it.
But it appears to me fhat the_downside potéhtiél ié'Verfi
great, but fhe actual oppoftunity to coilecte.even one new‘
payment from a delinquent parent is‘very; very remote.

Maybe there is something I don't understand about it.
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Senator Durenberger. Bill;-wopld you yield just a.

- secqnd?. I don't have the exact answer. Let me give you

an illustiaiion;

AAMiﬁnesota_put their non-AFDC recapture into effect in

1981, and they were estimating, for 1982, 29,114 claims,

111;645 hits -- which means a claim hit a refuhd'-f_which

would have been 40 percent of the totgl.

What happéned is, I_thihk they actuélly’hit'soméﬁhing‘
in fhe neighborhoo@ of 53 peréent and collected over
$2.6 million. |

Senator Armstrong. Do you have mandatory wage
withholding 'in Minnesota? |

Senator Durenberger.A I»£hink so; yes.

Senator Armgtrong. How many of those_claims;~if any,
could pot have been just as well --

Sena tor Durenberger. I think a lot of these are

~arrearages. I think the large part of this. And this is a

declining thing. One year it might -be 53 percent, then it
starts to decline once this whole-system is in effect.

Senator Armstrong. But if you know whefe somebddy is,
it appears to me it's a lot easier to get it out of his
paycheck than tQ wait until he's got-a fax>refund coming the
following-April 15th.

Sena tor Durenberger. 'Well; youAdb both. -

Senator Packwood. That-assumeé they are not
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‘Sepator Grassley, Could I m-enticin-:wé‘ﬁave" it in these -
States:F-:Alabama; California; Iowa; Maryland, Minnesota,
NerJeréey;_Rhode Island; Wisconsin; and~Alaska?‘ They doh't
have a-Statéiincome tax, -but it pffsets it's State Surplus
Refund. And I think we have a track record ;ﬁere.

It is pafticularly very beneficial wheréathere.are

iarge.arrearages,xand where it woﬁld,benefit,really well is -

where there is interstate'need to get at this spouse-who-

is behind.

I fhink that we need.to rémember the intersfate aspect
of this. It is one more tool; .

lThe Chairman.b What ébcut the rightS? If they..are
non-AFDC éaées and4the spouse remérries, and yéu have the
other spouse contributing to the income, and somebody
snatches éwa? the refuhd? A¥ou talk about taxpayers' righﬁs.’

Senator Grassley. Well, we recognize that, and that's
taken'cafe of, Mr. Chairman.

The Chairman. How do you take care of it?

Senator Grassley. We take care of it by notifying that
second spouse -- I mean the spduse of the supéorting spouse.
Of the ﬁefcentagé? 'She would get an 6ppoftunit§ to»étéfe-
whaf that ﬁercentage is, and that would be protected, and
there would be a notification --

The Chairman. Just witﬁ a simple statement she can
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protect her portion? Does he have to go to cogrt?

;nSenator-Grassléy. " It is the responsibility of the State
to notify and set it out so that she merely has to state
what-herjpercentage is. That's all that has to be done, and
it'é pfoteétea.

 The Qhairmén. How would the IRS handle that? I mean,
let's just say you haveia_wofking couplg; énd somebody géts
a notice that we are going-to Offsét payments that werén't
made by; say, the husband;lwho'is now‘rémarried. And yQu've‘_=
got a $500-refﬁnd coming. Now;_if;she sa?é JH;LE of'it's
ﬁine“? |

Sehaﬁor Paékwood. Well;‘thét.isn'é hard to'dbcumént.

If John and Mary aré»working, and John is making $20;000_and '

- Mary is méking $20;000, it isn't'hard to document upon whom

wages are withhela and upon who 6wes what.

Mr. Rollihson. There'are very-subs£antial probieﬁs
here, Mr. Chairman, in how tﬁe Internal»Revénue Servicé is
to hndertake to sure itself that it is to withhold; that is,
it is not in every case that one can readily know whetﬁer‘
there is aﬁ‘adjudicéted claim.

Senator Durenberger. You had testimony here at the
hearing”that they Cén go to Commissioneré of Reveﬁue ali
around fhe country who have solved this problem. They_all
started out, they ﬁad a tough problem. But they resolved it
oﬁ the AFDC cases. So if thé Commissioners of Revenue can

Moffitt Reporting Associates
2849 Lafora Court

Vienna, Virginia 22180
(703) 573-9198




10
11
12

13

14

15

16 .

17

18.

19

20 -

21

22

23

24

25 -

26
resolve it on State income taggg;:why cénlt~the IRS?

Mr. Graham. Wé;l;:Senator;.Ivthink one point is; they
havéﬁﬁttfﬁllfresolved all of theAAFDC problems; because the
rights of the non—debtof spouse to a refund are determined
by State law. For instance;'if yéu afe in a community
property State like California; it doesn't,matter whether one
or both spouses had incomé; both will have.an ﬁndiQided
one-half right to thé refund. In a_non—comﬁuﬁity property

State; the rights of the non-debtor spouses'to the:income

"differs. So it is really a State law question as to how

much of the rgfund you can‘élaim; even iffyou.are a non-
debtor spouse. And those'are‘some of the problems that'ére,
runhing'in with the curreﬁ£ AFDC cases; and they are trying
to'put in adminiétrative procedﬁres'to have administrétivé
hearings set up at the governmental level where the debt is
being élaimed in ogder to-handle those types of situations.
$enator Chafee. Mr. Chairman, I get véry QUeasy about
ﬁhe long arm of the Federal Government getting into these

private arrangements between parties, even though they are’

" reinforced by a court decision. that is a supportAdécision.

Let me ask the Tréasury: Is ﬁhererany other example
in which a priva;e'métter,la litigation maﬁtef, if'you would,
in which one of the parties.can go to fhe Federal
Government-under the IRS and have the tax returns affected?
Mr. ﬁollinson. Not to-ﬁy knowledge; Senator. No.
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Senator Chafee. So, Mr. Chairman, it said here that we
don!t,waﬁttthe Feaeral Government to be a collection agency.
But;tﬁat;is gxactly_Qhat we_aré doing.

Aléé?;ith séid that we have a Qast body Qf experience
on what hés taken place in the AFDC cases;,so thérefore we
can blithely move ahead in this area. That isn't what I
understand from whaf Treasury saYs. Maybe there is ﬁhis
experience éf théAState level, but not bn-the Federal level,
if I underStand Treasury corfectly.

Senator Packwood. Well; Mr. Chairman; this is another

one of these damn attitudes of the Treasury Department4-—-r .

. "If you think you can; or if you think you can?t;‘youére

right." And Treasury; when they don't ﬁant'sométhihg -
"Oh;Acan't be.ddne; It's.imPOSSiblé to administer" -- .
unless itﬁsntheir program. And then somehow they éan
magically find out a way to do something th;t they can't
otherwiée do. | |

They couldn't administerrthe AFDC part of it, either --
"It would be impossible," beyond their ken and éomprehensiop.
And;'magic. It is working out. Look at the statistics for
the firSt year.and a half. In 1982;vthe first year of the
program; theAIRS made 297;000-offsets and they saved
$174 million in welfare.savingsi through August of 1983,
320;000 offéets, and $170 million savings through the first

eight months. " It's working.

Moffitt Reporting Associates
. 2849 Lafora Court
Vienna, Virginia 22180

(703) 573-9198




@

10
11

1
13
14
15
16
17

18

19

20

21

22

23

24

25

28

And“as far as Bill Armgtrongis;worry,about fisn‘t.it a

lot easier to go in terms of wages that are paid. ence a week
or.BiWeékly or once a ménth?fyitlis. And.my.hunch.is that

yoﬁﬂérefqnly going to use the refund as a last resopt; when

"you have been unsuccessful at anything else. Sure, anyone

who is entitled to child support would rather have it every

week or every month than in one lump sum at the end of a

year.

Senator Armstrong. But; Bob, the whole'pbint'of this
bill is to enhanée_the enfércemeht proceaure, and to require
nandatory wage withholding. That was my point; thét fﬁis
adds; at bésf,'a very small increment; and doés so by
crossing a threshhold of enforcement principleAthatAthé
Service is loéthe to cross.

Senator Long. Well, Mr. Chairman,-I have-aiscussed
this maftér Qith bur-staff and have soﬁe additional
information that makes me look ét this ﬁatﬁér in a more
favorable light with Senator Packwobd. |

What I am advised is that, since this program went into

effect for AFDC, it has collected a lot of money, as the

Senator Said. Mind you, that is something where it is not
oniy helping the fémily but is helping'the‘Government és well,
because you are.getting money for the Government. But -it is
éollecting.a lot of money. And, every bit as important, it.
is getting us a lot of addreéses of where these people ::
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are, so we know where to go and get tpem.
Now;_if you are going to gét yopr'withholding from the
émpléyer;gyou need to kﬁéw where the person is; otherwise;
'howrdan.you:Qiéhhold if you cah't find the person to

withhold on?

SQ; every bit as important as the money is the fact that |

wé are now getting those addresses -- at least a great

- number bf_addrg8ses that we weren't getting before, even

under the previous law that I worked so hard to try to get.

SQ; when you are finding where the people are, and YOu

are cqllecting'the money; that's what we are really after, to

a large extent.

And further, as far as the government getting involved
in this, the whole purpose of ﬁhis law -- wﬁat is this law
about? -- the whole idea of the law is to help those
mdthers get some mbney to support those'child;en.-bAnd thié.
is a.Federal interventionhin the problem, té helpfthese
mothers get some money to support the children.

It‘seems to me that we could stop by just sayiné, "Oh,
yes. Well, anytime the Federal Covérnment has to put them
on our payroil, then we will got to work and try to get some
money out‘of those feliows} but unﬁil'that ?bor woman ié
on the Federal payroll as a Qelfare client, sorry, no help."
Those of us who suppﬁrt the bill feel that we shouldn'f take
that cut-off attitude, that éit is no longer any of our
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concern if it is not costing the Federal_GovernmentAsgme.tax
money" to help these people.k wisndo

‘What we wouid like to do is to get it to where it is so
difficu1£ for this guy to gét away without paying somé money
for those Children; that the blamea fellow will pay, pay up.
That's what affluént people do. Men in affluent'families:
go ahead and pay; because they know if theyAdon't pay they
are going to be sued. Then the guy is‘going to attach. the
bank account ér_ﬁhatevef'it takés to get-the dough from him;'

But. where there are small. amounts of money ihvolvéd, and
a woman with a éoupie 6f.children there, up til no& she has
had so little helé.thaﬁ she just had to suffer it’aﬁdu.
couldn't get the money. :Ahd'it's still that‘way.

The Chairman. This just occurred to me: We élready

have one offset. Let's'say this errant parent also has a

student'loan_he hasn't repaid. Who has priority? Debts
owéd the Federal Governﬁéﬂt;>or débts in this little
arrangement? I,thihkuat least we 6ught terstablish,that
if he géts two offsets in a year, the Federal Govefnment
ought to get their ﬁqney back first.

Senaﬁor Paékwood. I would be willing, as a trade off
for a unanimous vote in favor of it, to let the Féderal“
Government come first. We céme first in all other creditor
proceedings, and I would be willing to. run the risk that
fbr those few, very few; recipients;.non—AFDC spouses who
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might also owe money to the Federal Government for a student
loan;tthat we let the Federal Government collect the student
léaﬁ first. |
Thevchairman. I'l1l bet there.area lot of them,.because
the.éame kind that don't pay fheir bills'in‘one area aren't
going‘to pay their bills in aﬁgther. I don't know; I don't
hdve any.statistics;Abut it seems to me. if we afg goihg to
'start all of ﬁhese multiplé offsets;Ayou are goinj fo have
those situations.
- We have to authorize.$250;000 for new clerical
assisténfs in the IRS? Where do you get the.$250;660?
Mr. Rollinson. - It is $250‘mi11i6n. o
" The Chairman. ‘Right."Excuse me.
Mr. Rollihson, 'I assume that Qill"qome from all of the
other taxpayers.
 Senator Long. well, I just look at that $250 million
figure and scoff ét ip;_because-any time thé government
doesn't want to dO'something;_they comé up with_some
ridiculous -- | | |
| The Chairman. It's CBQ;‘though.
Senator Long. Well --
‘The Chairmdn. ihey:a;e always Qilling fdr £he‘governmént
to do more. |
Senatér Long. CBO has not been known to be without
error.‘ But if it is a Departmental estimate;_my impression
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is that.anyﬁime.it is a-Departmental.estimate;,iﬁ.thég donﬂt
like the‘;dea;_"Give ié.an.estimate.that costs abfortune.f
If_they d6 iike the-idea;.hlt costs practically nothing,f
bAﬁd for.ényﬁhing in social welfare;,it is especially_that
way. |

The Chairman. Well; could there be some agreement that

at least the government ought to have priority? I mean, if

they owé a student Ioah;,and Roscoe Egger has got to‘figure
out whé to pay.

Mr. Roliinson. " To my knowledge; thére are no p{iofity
provisibns invfhe_currentsétatute.

Senator Gfassley, I agree Qith Sénator Packwééd;‘and
és a cosponsor of the amendmen£ if Senator Dgrenberger agrees
to that;‘wé have no probieﬁ'With that. |

Sena tor Durenberger. Good.

Senator Grassley. SQ; inciude that in the amendment.

The Chairman. I am not fbr-it; but I think you are
goihg to pass it.

(Laughter)

The Chairman. If you are going to pass it} at least
you ought to be. sure theAgovernment_gets something out of it.
We are going to pay fér it.

Senator Chafee. Mﬁ. Chairman; I thihk this presents

tremendous possibilities. " How about a judgment in an

Aaccident.suit; an accident that is damaging to a child; where
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the responsible party hasn't paid? Now;Ahere we. are affecting

judgment has been rendered. How about withholding that from
the —- |

Senator Packwood. Johﬁ, when'you'get -

Senator Chafee. ‘No} Bob. You start off your statement

saying you don't want the Fedéral Government to be a

protect the children in every situation.

Senator Packwood. And, John, I said when it reaches

a place where the magnitude of the problem'is such that it is-

shouldn't hesitate to say fhe Government isvgoing'to tﬁy to
help collect.
You haven't got anyAevidenée that people who are unable.

to collect on‘accidents; most of which are :covered by

are thousands énd thousands-and millioné-of little childreﬂ
going starviﬁg because:they aren't able to collect from
Aetna. |

'(Laughﬁer)

Senator Chafee. Weli, I haven't héara-the‘millions of
children starving under your situation; the non-AFDC
situation. |

The Chairman. Senatbr Moynihan?
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Senator Moynihan. . Mr. Chairman, I would like to. speak

-on behalf of Senator Packwood!s.position.'

}The Chairman. I don't think:you have to; I thinkaou
have enoﬁgh votes;

(Laughte:)

Senator Moynihan. Well;,at.the risk of losing some, I
would like to make a point here.

(Laughter) o

Senator Moynihan.' We areAtalkiné'abeut family éolicyf

I don't think it has sunk in, even in this committee, that,

from]reSearch done ‘a few years agp; one out of every three
children born in the United States in 1980 will be supported

" by the AEDC'program beforefthey reach 18 -~ one child in

three.
New; wevhave already put in place a Federal Tax Refund
intercept for the parents of those children.

(Continued on the next page)
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Sgnator Moynihan. 1Is there any reason why they should
be identifiéd as a group with less rights or expectations
under the laQ? And similarly, in a particular moment, that
thldren.are not receiving who are welfare. And especially
of éstablishing classes of persons here.
I don‘t.think we should have classes of persoﬁs.
Although thiéAmay be(Senator Packwood's View.
.The Chairmah. Are we ready to vote? 'Want to cail"
the rolié
‘Mr. DeArmehﬁ. Mr. Packwood?
Senator Péckwood.> Aye.
‘Mr. DeArment. -Mr, Roth?
Senator Roth. -ﬁq. |
‘Mf.vDeArméﬁt. Mf; Danforﬁh?
Senator banforth. (No response)
Mr. DeArﬁent. Mf._Chafee?.
Senatof Chafee. No.
'-Mr. DeArment; Mr. Heinz?
‘Seﬁator>Heinz._ (No response)
Mr. DeArment; -Mr. Wallop?
Senator Waliop. (No response)
- Mr. DeArment. Mr. Durenberger?
Senator Durenberger. Aye.
Mr. DeArment. Mr. Armstrong?

Senator Armstrong. No.
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‘_Senétor Symms. Aye by proxy (Senator Grassiey)

Mr. DeArment. Mr. Symms?

Mr. DeArment. Mr. Grassley?
Senator Grassley. 'Aye. |
Mr. DeArment. Mr. Loﬁg?
Senator Long.» Aye.
Mr.ADeArment. Mr. Béntsen?-A

Senator Bentsen. (No response)

Mr. DeArment. Mr. Matsunaga?

'Senator Matsunaga. Aye by proxy (Senator Bradley)

Mr. DeArment. Mr. Moynihan?
Senator Moynihan. Aye.

Mr. DeArment. Mr. Baucus?

Senator Baucus. Aye by proxy (Seﬁato:"Bradley)

Mr. DeArment. Mr. Boren?

.Senator Boren. . Aye by proxy -(Senator Bradley)

Mr. DeArment., Mr. Bradley?
Senator_Bradley. Aye.

Mr. DeArﬁent. M:i Mitchell?
Senator Mitchell. (No respopse)

Mr. DeArment. Mr. Pryor.

‘Senator Pryor. (No response)

‘Mr. DeArment. Mr. Chairman?

The Chairman. No.

The ayes are 9, and the nays are 4. The amendment is
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Ndw; I think you have anothef.one that makes a.S;ate
to do the same thing?

Senator Grassley. Yes.

The Chairman. What does that cost ﬁhg Federalideéfn—
ment?

Senator Grassley. The States are reduired to do it.

The Chairman. 'Db'you have the Feéerai cost of that?

'Ms.-olson. ~The céo eétimatés there will be a Federal
cost. They did not give,us a figu;e. |

. The Chairman. I want to kee§ track Of.how_huch we 4
are_speﬁding here. |

Seﬁator GraSsley. For what?

Ms. Olson. for the'State income téx‘réfund. We would
share the adminiétraﬁive costs as a result. of the Fede;al
match.

Senator Graésley. From that standpoint, yes. Then, I
would have to Correct'mYsélf.

The Chairman. Why do we want»a Federal match?

Ms OlSop. It would be part-of-the regular child
enforcement program administrati?e, which we pay 70 pe;cent
of.

The Chairman. Can we provide tha£ this would not be
paft of thé match?

Ms. Olson. It certainly could be considered.
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Senator Grassley. It is all right with me. I can

only speak for myself.

Ms. Olson. Excuse me. We may need to ask the child

Support Enforcement Office ifAit is.possible to keep
'separate éost.accounting for this particular provision,
if it is passed that:way,

The Chairman.. It is not‘possiblé?

Dr. Rubin. At tﬁe ri;k‘of,édding to the displeésure
by saying sbmething ié,or isn't-pdssible,_we don'tAthink
that this.is'possible to do in ahy eaéy way.

(Laughter)

br{ Rubin. But I think that may suit your‘ﬁéint.

Senath Packwood. You mean to say tﬁat you héve the
70 percent match‘now. ‘We arejéoing to pass Senator
Gfassley!s amendment and we are going to say any of the
cost to-the State in enforcing thié under»; Staté income
tax réfund} it sﬁéll.not be applicable tq the 70 percent,
and itiis impossible to keep track of what you are not

going to allocate?

Dr. Rubin. I am told by the Child Support Office ‘that

it would be'very difficult to allocate the cost of a
particular action on the State in ény sort of meaningful
way in terms of the cost benefit to doing that.

It is our judgment, gff the top of our heads, that'it

would not be worth doing.
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Senator Packwood. You mean that it is so de minimus
that it is not worth doing?
"Dr. Rubin. Yes.
The Chairman. All right.
' Senator Packwobd. We could lump it in with the 70
percent.anYway._ |
Dr. Rubin. Hopefullf with the 65.percen£,Ayé$.
(Laughter) | | |
"The,Chairman; " Is there any objectibh to that ameﬁaméﬁf
then?

Senator Long. I don't to let this oppdrthnity to

discuss the idea of ‘the 65 percent matching be voted on.

- Senator Packwood. We are not to that.
Sénator Long!i_Then, i wil1 just Hald up on thé£..
The Chairman. I guessvthat amendment can be agreed
to. We have a third amendmeht,'right?
'Sénator Gfassley. Mr. Chairmaﬁ, I would like to hold
off on my third amendment for just a little while;' I
wantAa consultation with Mr. Bradley on it.
‘The Chairman. All righﬁ. As I understand, theré are
two or three others that we can_diquse of rather quickly.
Didﬁ't Seﬁatof Chafée have one £hat ié not --
Ms. Olson. I understand Senator Chafee may not be
offering that amenament, pertaining to the determination

of paternity.
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Senator Durenberger. Can we adopt the Wisconsin

amendment?

The'Chairman. Yes. We will adopt the Wiscénsin
amendment. Senator Armstrong's amendment;

Ms. Olson. Senator Dufenberger and ohheré on the
committee héve that amendment dealingtwith sense of the
Congress language, which I believe is noncdntroversial.

The Chairman. Okay. _Can we adopt that? Wﬁich one?

Ms. Olsén. Senator Durenbergef, Senator Patkwood,

Grassley, Boren, and others have co-sponsored sense of

. the Congress language --

The Chairman. -All right. I agree with‘that. It
doesn't cost anything either.

Senétor Durenberger. No.

(Laughfer) |

The Chairman. That is an exception to the normal rule.

Senatéf.Roﬁh said no_amendmént,vbut wishes to raise
the iséue of Federal enforcement of visitation rights.
Could that be covered by this?

Ms. Oison. It would be covered by Senator Durenberger's
resolution; Senator Armstrong is concerned thét States:
should be enforcing visitation rights with the eqﬁal vigor

of child support rights.

He doesn't wish to have the Federal Government involved|

at this point, but he did want to raise the issue and
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indicate his concern about visitation rights.

The Chairman. All right. Is he‘a co—sponsor of your
provisidn?

Ms. Olson. I don't think so.

Senator Bradley. No.

The Chaifman. But he doesn't have any objection to it?

Senator Durenbergér. He is not a co—sponSor but he
doesn't have anyfobjectionito it. |

The Chairman.4-So; can we take care of his concerns?

Mé,-olson. As fé; as‘we-aré able at this time éo
do, we can. .

‘Tﬁe Cﬁairman,..Ail rigﬁf;' Wha£ do you have left then?

Ms. Olson. ;Sepator Durenberger and Senator Bfadley
had an interest ihrthe Medicaia éméndﬁent.

The Chairman. ,That'is,goin§ to cost, I know that.

.SehatorABfadley.' Mr. Chairman, the amendment is

.essentially to avoid the cliff if you are —

The Chaifman. We aiready went over the cliff.

(Laughter)

Senator Bradley.‘ I don't think so. If you get your
child support payment and:it pusheé yog above AFDC-incomeA
level, ﬁhen you ére ineligible then for Mediéaid/ and ﬁhat
this would do.would be al}dw a four-month exteqsion for
Medicaid eligibiliﬁy so Yoﬁ woﬁldn't see the family during

the four-month period after the begin to get the child
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'support drop off of Medicaid eligibility.

‘It-is a similar posiﬁion that exists under the Social
Securify Act that applies to wages, and this would be simply
treating child support as wages afeAtreated under that Act.

Tﬁe Cﬂairman. Does the Administrétion have a view
on £his? Dr. Rubin?

| Df.'Rubin. Yes. _Wefstrongly,oppoée this amendment.
We would point out that we estimate that Fedéral costs
would be $l73 miilion over thrée yearé;

COhsidering the actioné of this committee oVerjthe lastv-b
two»weeks to come up with éaﬁings of. that magnitude‘ih
the_prbgrams fhat they have adopted, thén oné wonders whéthgt
thisiis the best way to db‘it..

Thé second point #hét'I>woﬁla like to make”ié that
the ra;ionale for the AFDC extension thét Senator~Bradley
refers to is that .people who are géing té Qork ffequénfly‘
can}t éet their health.insurance on the fifst day that tﬁat«'
occﬁrs.

The Administration does support and the department
will be issuing rééulations requiring the States to pursue

medical support orders at the earliest opportunity, and

- indeed, hopefully in conjunction with the support order

so that the absent parent is the one that is paying for
the medical care of this child, rather than the taxpayer

or the Federal Government.
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SenatorbDurenberger. I was just going to make tﬁe
point that it.seemé to me yoﬁ have that same transition__
p%oblem.

.Senator;Bradieym.fﬁxactly. "He is using twovdifferent
sets‘éf numbers though.

SenatdrﬂDﬁrenberger. And Bob, either you or somebody
gave a very different set of estimatésvover.on the House
side. It-waéAlike one-third of that>$i73 miilionAyou are
talking about. |

Dr. Rubin. I didn't give any estimates on the House

- side. These are,numbers’thét we agreed to —-'our_actuaries
agreed .to -- and our office is also quoting the same
numbers.

Senator Bradley. What is thé CBO estimate'of £he éost?

Mé; Olson. The CBO estimate is $25 million each yea;.

Senator Bradley. $25 million versus the
Administrétion estimate of $i75 million?

Ms. Oléon. But thaf was over three years.

Senator Bradley. Over three yeafs, SO it‘is still
considefably less on the CBO estimate.

Dr. Rubin. The difference, Senator Bradley, is that

-the CBO estimate estimates that --

Senator Bradley. Your enforcement regulations are
going to work —-- isn't that what it estimates?

Dr. Rubin. The CBO estimates a different caseload.
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- The Chairman.  Have you got énothér copy'oftthis little
memo -you gave hé?- o |
Ms. Olson. We coﬁld cértéinly gét.anothér oné.
Dr.‘kubin. The other-pbint thatAneéds to be made
is that our acﬁuaries believe that péqple will spend more
during the time that they have Medicaid singe Mediqaid is .

probably the richeét health insuranée package that exists

in this country. in'terms of the‘benefits,that are provided.

. It is clearly far supefior to most emplbyef—sponsored
health insurance packages.

The Chairman. Could I suggest that -- we have heard

from my State. They don't want this-amendment. They can't

-afford it. They also indicate that it would create a

spe¢ial‘CIass of fdrmer AFDC recipients who may bé no
more or less in need of medical sdpport'thaﬁ'others}

They may be abie to”qualify for the medicaliy heedy

prbgram, Additionally, the deparﬁmént has issued a

reqgulation which we included in the last fall reconciliation

. bill that requires States to seek the inclusion of medical

insurance coverage in new or modified child support orders.

If we are going. to have to have the amendment; at
least it ought to be made optional.. I think that a number
qf States proﬁably haven't been heard from that can't
afford any more of this Federal charity. |

Dr. Rubin. Senator Dole, I apologize for not using
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those numbers the first time. I spéke. It_would cost the
States an additional $147 millioﬂ over the three years.

Senator Chafee. M?. Chairman, isn't the cést of
these provisions to encourage people to éet off AFDC, and
I kndw that that obviously was true in the one'whe:é they
take a job.

Now, we have done that. Isn't that corrégt?

And it»isn't just(to Covér éeoplé Who——to.téke care
of the slack period while they are coveréd by the emplbyer‘s;
insﬁrance, but it is to get theﬁ ﬁd tgke thatrigap fhat ‘ |
sometimes appears»dangérous to them about going to work
becausé they ﬁight iosé.this;

-Now, can there-be’many éases involyihg this? NCW;,
we are gétting the increased child suppprt.payhents. it
éeems to me that must be a liﬁited group, isn't_it?

Except as a result of the acﬁievements we have made
here earliér. » |

Ms. Olson.  Senator, we are advised by the AFDC Office
that only 6 pércent of case closings each year -- or for
the last'year, they‘haQe the most recent estimates -- qualify
for four months of.Medicaid eligibility. The rest los¢
their AFDC eligibility for other reasons ana aré not.
€ligible. -
So, it is a very small group right now that does qﬁalify

for Medicaid eligibility for four months.
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~ We would be enlarging that group somewhat.
Senator Chafee. Now, what is the other group? That
was .referred to in the letter that Senator Dole mentioned.

In other words, he said this is making -- the letter as I

understoodd it said that this is making--favoring a special

Grdup.

Ms. Olson. The only other group that does not qualify -

are those that lose AFDC eligibility as a result of

. increased earnings from employment or increased hours of

emplOYment; and I am_advised that that is_only 6 percent of

the~éase'closune§ iﬁ AFDC.

_The othe:s leave forAvarious reasons -- the §hild-is
too o0ld, the éarn;ngé disfegard is no ionger'appiicable to
that;family -—- s0 it is a'sméli group currently now that
dées qualify f@r Medicaid eligibility.

The Chairman. .Could we just vote on it and éee?

‘Mr. DeArmént. Mr. Péckwooa? |

' Senator Packwood.  Aye.

Mr. DeArment. Mr. Roth?

Senator Roth. 'No;

Mf. DeArment. Mr. Danforth?

SenatorlDanforth; " (No response)

Mr.'DeArment; Mr. Chafee?

Senator Chafee. Aye.

Mr. DeArment. Mr. Heinz?
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Senator Heinz. (No response)
Mr, DeArment. Mr. Wallop?
Senator Wallop. No.

Mr. DeArment. Mr. Durenberger?
Senator Durenberger. Aye.

Mr. DeArment. Mr. Armstrong?

Senator Armstrong. No.

-Mr. DeArment. Mr. Symms?

‘Senator Symms. ~No by proxy (The Chairman)

Mr. DeArment. Mr.fGraséley?
Seﬁator.Grassley; No.by_ppoxy kThe Chaifman)
Mr. beArment. Mr. Lbhg? .

Senator Long. Aye.

Mr. DeArment. ‘Mr.'Béﬁtsen?

Senator Bentsen. '(No response)

Mr. DeArment. Mr. Matsunaga?

" Senator Matsunaga. Aye by proxy (Senator Bradléy)

Mr. DeArment. Mr. Moynihén?
Senator Moynihan. Aye by proxy (S&nator Bradley)
Mr. DeArment. Mr. Baucus?

Senator Baucus. (No response)

'Mr. DeArment. Mr. Boren?

Senator Boren. (No response)

'Mr. DeArment. Mr. Bradley?

Senator Bradley. Aye.
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Mr. DeArment. Mr. Mitchéll?

Senator Mitéhell. (NoAresponse)

Mr. DeArment. Mr. Pryor?

Senator Pryor.. (No response)

Mr. DeArment. Mr. Chairman?

Thé. Chairman. No.

The ayes are 7, the nays are 6. vThe amendment is‘
agreed to.

Absent members can vote until we reporf‘the bill.

I need to go to.ithe Seﬁator floor, but Senator
Armétrong,'whO'is really'the dne who.has done the lion's
shére of work in thisvmatte:,-ihaany event;vahd he has
agreed to take,ovef. Will you take over, Bill.f i will
come back. We haVe the farm bill up; |

Senatdr Chafee; That is wheré you are_talkiné'about
some real problems out there, Mr. Chairman.

The Chairman. wé_ére supposed to be trying to save
three if.we can corral John Melcher iong enouéh..

'Senator Chafee. There you are talking billions raﬁher
than millions.

The Chairman. Savings.

Senator Chafee. Yes. Here we are dealing'witﬁ millions
There you are'dealing with billions. |

The Chairman. Billibns saved against millions expended.

Senator Chafee. When a farm program comes up with
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savingé, I will believe it when I see it.

(Laughte;)

Senaﬁor Long. Mr. Chairman, I would liké td Ering up
tﬁis matter about the matéhing funds.

‘>Senator'Péckwood. That 70-65 percent?

Senator Long. »Yes: |

Senator-Packwood. T think if is‘probably one of the
earliér.amendments, anywa?.

'Senétor Long. I would like to brihg up the matter

‘about the matching funds. There would be no immediate

savings in this matter.
 ..You go doﬁn,to 69 percent in fiscal year 1978, and then :A
1988, down to 60, and so forth.

Now, we can do that .in the future if we want to do it.

'I would recommend that we not do it at this time, and thé

reason is that that woﬁld fend to look like théerde;al
Governﬁentuis élacingia lesser priority on this program
than’pefhaps some othe:é——in relation to other programs.,
whichris not oﬁr intention at all.

I think we ought to just keep it where it is 70 percent.
If that gives any problem about the budge; thing, I would
be glad to propose an amendment that would cover the cost
of iit.

The cost estimates -- there.would be no savings in

fiscal year 1985, and no saving in fiscal year 1986. $10
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1 vmillion in 1987. An estimatéd $25 million in 1988. An
@) o2 k‘estiﬁated $35 million in 1989.
30 I could suggest other ways that would save even more
'4v money and be mgreé—and do no harm to thié particular program. 1
5 I don't like for ué to adopt somethihg that is goipg‘to
8 look like the Federal Government is goiﬁé to have less
7. interest in this program in the future.
Q And-I would hépe that we would just‘leéye fhe matching
9 funds at 70 percent where if is.
10 >Sehator Armsﬁréng. Dr. Rubin?
152 ﬁr..Rubin. 4We would strongly oppose'Senatbr Loﬁg'§. .
12 émendment; Frém ;985 £0 1989, the new incentivejpfd?iéiohs ?
é;; | 13 that are contained‘in bﬁr bill would cost rOughly.$145A . 
14 miliion oVef-the current incentive program. -
15 ] At Fhe same time, using the phase reduction'andvthe
16 matching rate that is in the dfaf? bili, it_would’éoét
17 about $54 milliQn, so that there would be é net savingé
18 of roughly $90 million; Oor an increase or disbursemeﬁt
19 of money to the States.
‘2Q So,‘we,don't'beliéve that perception that you portray
2 is éne ;hat we-need‘tq disspell.
22 , This is a,program that,iaé you know, Senator, hés
23 aiways resulted in State savings and Federal cost. We are
o 24 talking about a five—yeér cost of retaining the 70 percent
} (*} 25 match of our numbers being-roughly $59 million.
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appropriate and probably- do less harm to ény program..

effective programs. At the same time, we want to provide
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You are correct that there is no impact in the first

two years, but after that, the costs go up fairly

Senator Long. This particular amendment you have got

here -- it wouldn't saving anything until ‘1987, and then
it would only save $10 million, $25 million -- according
to your estimates -- in 1988. In 1989, $89 million according

to your estimate.
If we need to save that much money, I can think of

other ways that we could save that much. ‘It would be more

I think this is part of the program that we want to
have émphasis on.. I believe you agree with that.

Dr. Rubin. We'do, Senator, and we believe that, by

changing the incentive program and rewarding the States for '

good performance, rather than for speﬁding money, as you
recali, wheh-the Seéretary testified here, the number of
States that have poér cost—effectiye ratios_——rin other
words, those fhat.would pay a great deal of administrative
costs but we don't get very much back --— is substantial

What we want to do is reward those States that have

States that may not have effective programs an incentive
to make their programs better.

I think by maintaining the administrative match at
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70 percent, this éommittee sends a signal that_wé are not
serious abou£ the incentive program, and we are not serious
about cutting down the administrative costs.

Senator Long. It seems to me that this is irrelevant
to. the incentive-program;' We can go about fhe incentiye
under ité éwn-tights, but this reduces the Federal matching
éhare, no matter whether YOu é;é doing a good job or_é bad
job, and I just doﬁ't‘think wé ought to-do.it.

',_SehatOerhafee. Mr. Chairman,viet me éay_just_One

thing.’ Héving'been on the reéeiving end of this, we kind

of worked out aAtheorY that any program wherein the Federal

Government pays much'ovér $O'percent reduces ourAincentive-
to'a¢complishf—let me phréée it--increases our incentivé»to
get into it, and-t; iéad~it up, . figuring tﬁe Fedéral"
Government is going to pay a lot of it.

We may have been atfpicél of Gove;nment, but I doubt
it. And so, any program where the:Fedéfal>Government
came in for 6ver-55_or 60 pefcent was looked on as a very
favofable pfdgram, and go to it because the Feds are paying
such a big shafe of it.

And therefore; ;,for oﬁe sort of have a philosophy that

we should get the Federal Govérnment's share down toward

60 percent or even 55, and that is when you really get

the attention.

Senator Long. Senator, if you want the people to take
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- the emphasis off of this program, that is exactly what you

are.going:to do. If you want them to mQQe away from this
progfam; let's just reduce the matching ratio.

And ygu can persuade them to do exéctly that. That is
therpoiht, |

Sen;tor Chafee. No.

Senator Long. Why did we make it 70 pérgent in the
fi:st place?' I was here Qheh we did it. We did that
because we wanted to putjemphasié bn‘the program. We'wénted
the States'to take an. interest in it.: We are héVing.éreat
difficulty gett;ng people tb take an interest in this
program, and that-is why we maae'it sd high.

Senator A;mstroné. Senator Long, maybe we could clarify
that. | |

Dr.. Rubin, is itsyour position that with the cﬁangéd
ratio with the incentivevprogram,~tha£ indiVidual States
would actually receive less or more if they operate
efficiently?

Dr. Rubin. Most States will receive more.

Senator Armstrong. ~In other words, they are not in
total --

'~ Dr. Rubin. The total number of dollars available, if
you look‘at the incentive prograﬁ as weil as the matching
rate, as I said éarliér, we would spend an additional $144

million over what we currently spend on the incentive side
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at a cdst‘fo the Statés of reaucing the incentive by $54
million.

Senator Armstrong. Senator Chafee, I didn't mean to
interrupt you.

Senator'Chafee; I juét wanted to point out to Senator

Long that what we are talking here are administrative

costs, and this is a wonderful opportunity to load up the

administrative sidé, not being very caréful over it, because
the Federal’Govérnmenf pays X pércent ——-in this case, 70
perqent.

Now, we may be unlike-other States,Abut I.sﬁspect we
arén'ﬁ, and it is a good'plaée to load up the payroll.
wifhout the>commenSUra£e retufh in effidiency. In ofher
Qords, what I am séying is you get jﬁst as much in
effibie@cy for a lower Federal percentage, and it could be
--_What are Weitalkiné about -- going down to 65 pefééﬁt,

Senator'Long. You are just assuming. .Yoﬁ are justl
assuming that this isn't going to work the way you want
ié tb'work. There are all sqrts of incentive things
bopmeranging, and they don't work the way that they are

intended at all.

But there is no doubt about this part of it. This

‘part of it here moves emphasis away from this program and

increases the costs on those that you want to do the job

for you;
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So, we weren't getting anywhere with this program until

we went to the 70 percent. Why do they want to go away from

itz

Now, for this smgll-sévings you are talking about, I
would be glad to suppoft any one of a ﬁumber of things that
wéuld save thaf much back. There is. no prob&ém in saving
that mugh money>between hoﬁ and 1989 -- if you look at the
whole AFDC program; |

i personally think fhat'you ought fo.put more'emphasié
dd gefting peoplé into some tYpe>of‘uséful serviée.and lesé
on jusf paying fhem to stay thene éndAdraw the aney. -

Ana;you wou;d save a_lét of mohey if you.did”—; a huge
amouﬁt. But in'any event, I don't thihk'that thié is whére'
you oﬁght>to try to maké'youf savings. |

Senator ArmStfong. Senator Bradley?

Senator Bradley. Let me ask Ms. Olson. What does this

'bill do in the way of increasing Federal>mandates on

the States?

Ms. Olson. This proposal does not decreése Federal
mandates. The proposal adds Federal mandates for thé
States.

Senator Bradley. And what kihd of Federal mandétes?

Ms. Oison. The propqsal inclﬁdeé.mandatory wage
withholding, a requirement that States have in place the

State income tax offset, and as now amended would apply to
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both non-AFDC and AFDC. We require States to have in place
procedures to place liens on property of. a debtor child

support payor, to have in place processes to obtain

securities or bonds on these people —-

Senator Bradley. And on and on and on.
Ms. Olson. Several others.
Senator Bradley. The point is that this bill is

increasing Federal mandates on the States, and we ‘should

not be cutting what we are going to contribute to that

process, when at the same time we are increasing the

mandates on the States.

Senator Long. Tennessee and the average State budget -

—— I know I can speak for ours -- I’had something to do
with making up the Louiéiana budget -- now Tenneséee and

the average State budget are jﬁst}a foot in the same figure

.

you had last year.

Thét is your starting point. Ana sé if you pﬁt in the
same figure you had last year, you have got less money
available for the p;qgram; It is juét that simple.

And why do you wanﬁ to cut back on this partAof it when
you ought to be putting emphasis on gettiﬁg money to help '
supporti the children? |

Now; we are talking about something that reduces the
cpst of Government._ If you can get it down to where those

fellows come up and pay the money, and they find that they

Moffitt Reporting Associates
2849 Lafora Court
Vienna, Virginia 22180
(703) 5739198




10
n
12‘
13
14
1B

18

17

18

19
20
2

2

23

24

25

57
can't get by without paying it -- which is the objective
of the bill -~ then you are going to save a tremendous
amount of money beéause when they start ﬁaying up, then
you Eanﬁreally cut.back on the cost of thé program.

It would be enormously reduced, but until yéu become

very effective ~-- a lot more:effective than you are now --

'you ought to have the incentive in there.

And you shouldn't be Sayingf well, we are going to
cut back on this program, you'see} because we assume it

is going to be effective. After you are effective, then

éome back on the cost of the prpgram, It might automatically

reduce itself.

Senator Armstrong. 'éenator Durenbergef?

Senatqr Du_rénbergerf >I am notlgoiﬁg'to,shed ahy light,
but I did sit here»and listen to all the witnesses ;— maybe
not as long as Senator Long dia, so I respect his judgmeﬂt
on there ——;but-I g6£ myself in trouble with our current
Presiaent é few years ago when I took on thié issﬁe of.
whether the Federal Government is alﬁays telling the Statés

what to do and sending them money to do it with, or whether

or not the States have come in here —— or people came in
here -- asking for help.
And he still operates -- I noticed yesterday -- on the

theofy that all of these progréms that are swallowing up

State and Federal economies were all invented in Washington
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apd foisted on little people out there in Westovershoe. .

I célled itibalpney two years ago, and it is still
baloney. I mean, this place is not a self;sfarter. This
place reacts to.problems, and'Senator Long certainly knows
that.

In the ¢child support area, you didn't wake up one

morning and say we have to do something about child support.

1 mean, you saw huﬁdreds and thousands of situations that

-cried out for some help, and I think the situation here

is that we listened to th0se’Statés tell us that wé ought
to do that long list, Bill.

}I méan, they éaid youbafe not gétting Whét y§u_ought
to for the money you are'curréntly_investing, and that is
why you‘ought to do the income tax offseté; and thag is
why you ought to help us with the interstate probiem. Yqu
ought to do this,that and the other. |

Now, I grant you that,.in the-énd, tﬁey also.said
you ought to stick with 7C.percent, but in érder to-get
this Administration and this President~éhd‘a whole lot of
other people to come to grips with all the goods things
that are going to get more money to more kids and more
families out there, Qe did agree thét the States oﬁght to
carry on a little large; share of that finagcial burden}

I didn't necessarily like it, and I didn't waﬁt it

either, but I am going to support it, and I regret having

Moffitt Reporting Associates
2849 Lafora Court
Vienina, Virginia 22180
(703) 573-9198




10

1"

12

13
14 ||

15 .

16
17
18

19

20

21

22 -

23

24

25

59

to oppose Senator Long on this issue.

But ‘I think we have a pretty good package even with

that slightly increased State share that we have built into

‘the system.

Senator Armstrong. Unless there is somefhing further,

I think we are ready for the véﬁe.
The clerk will call the roll.
Senator Chaféé. ‘What are we voting on now?
Senator Armstrohg. This is ﬁo retain the qurrent
70 percent FederalAmatch. Senatér Lohg's proposal;.
Mr.mDeArment; Mr.vPackﬁopd?
' Senator Packwood. - No.
Mr. DeArhent. Mr. Roth?
Senatér thh.: No by proxy (Sen#tor'Apmstroﬁé)
Mr. DeArment. Mr. Danforth?
Senator Danforth. (&Q résponse)
Mr. DeArment. Mf. Chafee?
Senator Chafee. No.
Mr.'DeArment. Mr. Heinz?
_Senafor Heinz. (No responée)
Mr. DgArment. Mr. Wallop?‘
Senator Wallop. No by proxy (SenatorjArmstroﬂg)
"Mr. DeArmernt. Mr. Durenberger?
Senator Durenberger. No.

Mr. DeArment. Mr. Armstrong?
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Senator Armstrong. No.

~Mr. DeArment. _Mr. Symms?

Senator Syﬁms. -No by proxy (Senator Armstrong)
Mr.ADeArment. Mr. Grassley?

Senaﬁor Grassley. No by proxy (SenatorfArmstrong)
Mr. DeArment. Mr. Long?

Senator Long. Aye.

Mr. DeArment. Mr. Béntsen?.

Senator Bentsen. Aye by proxy (Sehétér Long)

Mr. DeArment . >Mr, Matsunaga?

.sénatéf Matsunagé. Aye by p:oxy'(séhétor Bradlexi

Mr. DeArment."Mr. Moynihan?

Senator_Moynihan; Aye by'proxy7(Senator BradleY) 

Mr. DéArmént- Mr. Baucus?
SénatoriBaﬁcus. - (No respohsei
Mr. DeArment. Mr. Boren?
SénatqrABoren. Aye.

Mr. ﬁeAfment. Mr. Bradley?
Senator Bradley. Aye.

'Mf. DeArment; Mr. Mitchell?
Senator Mitchell._ (No response)
Mr. DeArﬁent. ‘Mr. Pryor?
Senator.Pryor. (No :espbnSe)
Mr. DeArment. Mr. Chairman?

The Chairman. No by proxy (Senator Armstrong).
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Senator Armstrong. Are there other amendments?

" On this vote, there a;é six ayes, and.nine nos, and
the éﬁendmenﬁ is defeated.

Are ﬁhere other amendments that‘are before us?

Senator Ldng. Yes. I would like to ask.Mr. Stern ﬁo
explain the problem we find on this Federal‘incentive
payment matter.

Mr.'Sﬁern. The present ;aﬁ-provides a'lZ'percentA
incentive paymeﬁt whicﬂvcomes out of whaf wbuid otherwise
be the Fédefal Government's share when child:$upp§rﬁ
colleétions areiméde iﬁ AFDC cases;A

The»propbsal:here_ié to have a'differéﬁt éﬁrgétufe 6f.‘
incentive payment;'which relates both ﬁo AFDC cases and -
non-AFDC cases, and the incentive would be'4'pe¥éent in
the case of AFDC cases, and 4 percentAin_the case of non—éFﬁC
payments, and then,,dépending on the ratio of State
administrativeAcosts to collection costs, it-could risé
above ;he 4 percent minimum to 6.5 percent or ﬁigher.

That is the proposallthat is in here.

The effect of that is that in 38 States the incentive

payment would be lower than under present law, probably

substantially lower, and this would be particularly feit
in the local jurisdictions that would be doing the
collection efforts since the incentive payments are often

what is paying for these local efforts.

Moffitt Reporting Associates
2849 Lafora Court
Vienna, Virginia 22180
(703) 573.9198




()

10

11

12

13

14

- 18

16
17
18
19
20

21

22

23
24

25

62
So, that is the problem here.

-Senator Long. One wéy that could»be handled is to
sef a 6 percent minimum for each of the AfDC.and non-AFDC, .
apprqximating the 12 percent AFDC under present law.

Or simply stick with -the presen£~law. I wogld suggest
that we simply set the 6 percent minimum for AFDC and
nOn—AFDc;

Senator Armstrong. Do you offgf that.as an amendment?

Senator Long. Yes.-

Senator Armstrong. Dr..Rubin?

Dr. Rubin. If the Senator would agree to maihtaining

‘the curfent cost—efféctiveneSs.fanges that are in the

staff draft, but raise the minimum from 4 to 6 percent,

we would not oppose that. .

Senator Long. Would that be okay with us?
What is your objection,'Mf. Stern?

Mr. Stern. Our problem was with the minimum amount;,

- and that ought to be acceptable then, or a range above

that would be fine.
Senator Long. I would be glad to do that. Itfis o)
modified.

Senator Packwood. Just so we are sure we understand,

‘Dr. Rubin, are we talking about the raﬁgés on page 4 of the

staff --

Ms. Olson. Page 4 of the staff proposal.
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Senator Bradley. The administrative cost rétios,

right?
. Ms. Olson. Yes.

Senator Packwood.. You modified your proposal so that

these ranges are retained, but a 6 peréent floor is put in?

Senator Long. Yes.

' Mr. Stern. That wasn't exactly the_proposal. In Other_

wbrds, keep the‘range, but’You would have a 4 or 6 percent
instead of 4 percent forueaéh -

Ms. Olson. Senator, for the record, CBO estimates a

-$25 million cost .for that proposal from the staff proposal.

Senator Armstrong. "Threé—year,cost?

Ms. Olson. Each year.

Senator Armstrong. Each yéar.

Ms. Olson. bur incentive étructure saves, aécordiﬁg
to CBO, I think approxiﬁateiy $10 million a year. THis»
would cost $25 millionvfrdm the staff proposal accofdiﬁg
to CBO. |

Senatér Armstroqg. '$75.ﬁillion over three years?

Ms. Olson. Right.

Senator Armstrong.-.Senator Loﬁg, were you going tq
offer an offsetting cést reduction item?

Sénator Long. I will Be glad to if‘this4amendment is
agreed to, or if any of my amendmenté are agreed to. As

far as I am concerned, I am not trying to increase the cost
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of this program. .I just want to retain the effectiveness

ofiit.

Senator Chafee.  Could Dr. Rubin explain what is the
merit in reducing ‘the incentive here? How does that work?
If the incentive is down, previously we were discussing

an admimistrative cost matter, which I could clearly

‘understand, but now we are talking‘in‘incentive payment

- alrewérd for collecting; as I understand it.

And preViOQSly,_és I understand it, thererwés.a reward
of 12 percent for AFDC»paymenté.' Is that right? . In other
words,-if a péyment came ihL 12 percent off the fop would
go tb.:the Stéte“és.an incentive?

Dr. Rubin. - Off of the Federal share) yés. It is
financed completely off the top of the Federal share.

Senator Chafee. And that went to'the State?

Dr..Ruﬁin; Yés.

' Senator Chafee. Now, this is a father dramatic drop
to 4 percent. That would be on AFDC aﬁd non-AFDC.

Dr. Rubin. That is corfect.

Senator Chafee. And so, you would say that that would

result in a net loss, if'you'would,_pnesumablY?

' Senator Bradley. For 40 States.
' Senator Chafee. For the States?
Senator Bradley. 40. "It is 39 States.

Ms. Olson. Senator, the figures we have from the
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department do not show that many States losing in savings
as a result of this pfOposal.
meoﬁ the chart given to me by thelAdministration; I
see three Stétés that lose in savings frbm current law -under
this proposal. |
Senator Chafee. That isn't what you said befofe.

I thought it was 38 States - gomebody_said;f Isn't that
what Mr. Sternfsaid?

 Dr._Rubin. Senator,'let me respgnd to you - while

they are looking for their data. I think one point needs

to be stressed.

It was 12 bercent oh-every dollar that you collected,

but we are talking about here a sliding percentage scale

from now 6 percent -- if Senator Long's- amendment is
adopted -- to 10 percent.
In both AFDC and non-AFDC -- so the total amount

availéble for the incentive péyments would increase. One

of the criticisms or one of the ways in which we think this

_ program needs to be improved -- and we have heard a lot

of commentary abbut it this morning -- is that we need to

"give the States incentives to collect for non-AFDC custodial

parents as well as AFDC custodial‘parents.
and it is in that vein that we chose to decrease the
overall incentive payments but allow incentive payments for

non-AFDC collections as well as rewarding States for having
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1 cost«effectiVé programs.
| 2 A _ So,:;the f_otal amount of dollars that are going out in
3: the incéntive pool, as I indicated eariier; is substaﬁtially
4 more than under cﬁrrent law. We are just allocating them
5 ‘differently.
‘ S 6 ' Senator Chafee. APresumably, tﬁere wo#ld be édditional{
' | A work, tod, wouldn't there?' What you are doing under this
‘ 8. iS~encoufagihguthem to'géﬁ more into the ﬁon—AFDcf' Isﬁ!t
9 \.that it? |
10 Dr. Rubin; We are providing them with.the tooléiWhich

1" Senatqr Bradléy'enumerated earlierlthatAwiil make it easier

12  for them to cdlléct this.. Rathef than puttiﬁg burdehs on
,; :13 the State, what Qe are doing is providing’them wiﬁh the tOolé
14 so that they can be more effective in collecting Child._
15 support for>custodial parents.
16 : | Senatqr Chafeé; So, éresuméb;y, ﬁhey will-collect
i? more.with these new tools, and thus céme out about'the
18 same. Now, what is the differénce.befwéén three and 38 .

19 in the States affected?

20 Mr. Humphrey. The 38 is based on looking at the ‘

, |
j 21 || current statistics that are available. The 3 is on the
22 assumption that somehow States are going to éolleét é iot
23 . more money and then spend no more money doing it, apd that
] 24 in the future when this becomes effective, they will be
(n) 25 a lot more effeétive than they are now. 'It is a question of

Moffitt Reporting Associates
2849 Lafora Court
Vienna, Virginia 22180
(703) 573-9198




10

1

12

13

14

15

18

17

18

19

20

21

22

23

24

25

whether you look at what the situation_is or make some

assumptions about what might happen in the future, in terms

of hoping that the States will be more effective.'

Senator Armstrong. I would like to be sure that we

‘are all talking about the same thing.here, and we have had

a little caucﬁs<up in front that maybe indicates there is
some misunderstanding.
I just want to be absolutely'suré there isn't}

" As I understand Senator Long's ﬁrbposél( it is.to téke E
the 4 percent minimum and chénge that to.6 pefcgnt. I£
is not to qhange the 6.5 pe;cemt to 6.

" So, I don't seé, and IAjuét want tb-be sure we
Iundérstand it. If there is a wéy to payifor it, Sehato;'
Long[ I don't object to doing it, but I'can't‘see thét ﬁhié
prOppsal coﬁtributes any new incentive.to efficiency because
everybody gets 4 pércent ho'matter how bad their record is.

Mr. Stern.A.It wouid_be different from present law in
that it would>pfovidé a real incentive to get into non-AFDC
cases because, under the present law, the incentive only
relates to AFDC cases, and so I think that wogld be a
significapt difference, even if a State wound up getting
the Sémé'amount of money. |

If they were getting it for aifferent reasons, then
that would.be a significant chénge.

Senator Long. The experience I have in Louisiana is
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that these district attorneys are doing the best job they

caﬁ with the money they have available.

And it absolutely defies me how you expect to do. a
betterAjob by cutting him out of money that they have gbﬁ
availableito £hem. That is why I think it-- -As I recall,
they came up here and téstified'that way, didn't they, Mike?

-Mr. Sfern, Yes, sir. .

Senator Long. That was their testimony. You cut the
furds ——'you.cut it from 12 down to 8, and then we have
just-got to cut oﬁr activities by that much.

-Sénator Armst:ong. Any other disCussidn?

Ms. Olson. Senator, the problem that Mike étefn
mentioned is true. A number of the States did teStify
thaﬁ a:reduction in the match or a reauction in the
inéentives was harmful_to local jurisdictiéns, énd that is
a'problém with the'way the local jurisdictions receive’
the mohey from the Statéland not something that we felt
we could_deal with at the Federal level,_gxcept_ﬁo require
a pass—through to the local jurisdictions for incentives
and match.

~ Senator Dole's view, in proposing the 4-percent
minimum, was that we should encourage States to do better
than they are now doing.

If you guarantee them what they are receiwving now, we

were fearful that the reaction would be just to go along,
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making.a profit on the program as the States do, and not
increase collections or4look for ways to cut costs.

Senator Long. Yes, but I have seen how you people
arrive at sbme of these things,.like for this incentive
thing. You say why is it so high in Lquiéiana? The reason
it is so high ié bécause we do a lot.of paternity tests,

and it costs money to do these tests for paternity fé more

‘than I think it ought to cost.

But ‘that is a medical thing that they have to do. So,
because we do a lot of paternity testing, to see ifAthis
is:.'actually the father, then our costs are higher than T

would like to see it.

So, these bureaucratic things that you write into'these-

léws‘oftentimes dd.just the opposite of what you want to'do}

I think you ought to always‘haveba.pqtefnity test-before ‘
you have got a case, If the mand denies éhat he ié the
father, yoﬁ oﬁght to haveva test.

But because we do, then you give it a.high:cost ratio,
and for all I know, we might be at the minimum because-we

are testing for paternity, which we definitely ought to

" be doing.

But I fail to see how you are going to make the progfam
more effective by cutting the funds that the people can
rely upon to get the job done.

Mr. Stern. Mr. Chairman, I would like to say that this
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doesn't guarantee a State what it gets now.

This is a percéntage.of collections and therefore, if
they donft d§ the collecting, they wouldn't get the same
amount-of_money_they get now.

So, it isn't really guaranteeing the same amount ;s

they get now, and it is split differently bétween the

~AFDC and hon—AFDC,.so it would be diffefent from the present |

law.

Senator Armstroﬁg, 'Dr. Rubin, the Administration

supports this?

Dr. Rubin. We aonft oppose it. '

Senator>Armétrong. -Is there ahy objection to the -
amendment?

(No-résponse)

Senator Armstrong. The amendment is agreed to.

Are thére other'amendﬁeﬁts pending?

Senator Loﬁg. Ilﬁaﬁt'to*bring’upvanoﬁher matter that
I think is a rather important matter.

And what I had in mind I don't think ought to include
the costs at all.

Would you miﬁd presenting that mafter about paterqity;
Mr. Stern?

Mr. Stern. In determining the administrative costs
when yoﬁ'agcept this ratio for the incentive payment, you

are allowed to deduct the laboratory costs of determining
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paternity, but no other costs of determining paternity.

And determining paternity tests to invqlve a high,

up-front cost, .but.- over the years then you get the collection

and we would .be concerned that by including most paternity

costs -- a Significant portion of paternity costs -- in

this'admiﬁiStrative ratio, you might be:discouraging
States from determining paternify.

So,vfor‘purposes of deﬁefmiping administrative
effiéiency,'we recommend just leaving out all patefnity'
costs.

Senator Long.i But we would just prbpoée that_you
Simpiy exclude the péternity cost. I frankly,thinkfthat
these ~-— I was amazed to see how high those_éostsrcan'run.‘

What is the.avefage cost df the patefﬁity determination
in America today? |

Ms. Olson. I think we have had this question before,
Senaﬁor, andtheidepa:tment was_Unabie.to giQe us an ansQer.
I know that the cost of paternity —-

(Continued on next page.)
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Ms. Olson. I think we had that qqestion before,
Sgnatdr; The Department was unable to give us an answer.
I know ﬁhét the cost of blood tests, I have been told by
the state administrators,'ranges from $50.00 to $1,000.00.

éénator Long. How'much?

Ms. Olson. _Fiftf to $1,000.00, depending upon fhé
area in which the.blood téSt was taken. |

Sénator Long. Oh, you mean>$56.00 to»sl,bO0.0Q:

Ms. Olsén. Yes._’ |

Senator Long. I was told that the cost of that can

cost you about $4,000.00 on average. Do you have any |

figufes iike that,-Mr.‘Stern? Do_you:kndw aﬁyiﬁing’ébOuf it?; -
"Mr. Stern. I don't have an idea what it would  be on
the averagg;A
Sénatbr Long. Is there any‘COSt es£imate?
.Ms.-Olson. The CBO es;imates an additional'cast of

$10 million for including all costs of paternity in -the

‘category of fees that are deducted from administrative costs:

Senator Long. We are just talking about excluding them. -

Isn't that right?

Ms. Olson: Excluding. The staff --

Senator Armstroné. Ten million a year?

Ms. Olson. Ten million. The staff proposal allows
the states to exclude from their admiﬁistrative cdsfs oﬁiy_

the lab fees for-determininq paternity. As I understand the
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Senator's amendment, he would exclude other costs.

Mr. Stern. I think the $10 million estimate related to
a4 percént threshold for most sfates._ And, therefore, I
would think it would be much 1ess, the comﬁittee having
agreed to a 6 percent.

Senator Long. Is that right? I bélieve_it is.

Senator Armstrong. The-cﬁange from 4 to 6.was $25
million? | |

~ Ms. Olson.' That'é correct.

.Senator'Armstrong. And the change now proposed is an
indeterminant amount, something less than'$10 millioh? |

Ms. leon. CBO is here ;na_I will conéﬁlﬁrﬁith them.
But $10 million is the cost_they ga&e me. |

Senator Armstrong. All right,.

Ms.‘Olson. CBO says that $10 hiliion.would;be-tﬁe added
cost to the proposal abéve thé $25 million for the $6.00. -
minimum.

Senatbr'Armstrong. Dr.Aﬁubin, did you want to comment
befpre we voted on this? |

Dr;ARubin. Senator, we would strongly oppose Senator
Long's amendment, as I updersfand it. What we have here
again is the issue of-ioading_costs to be excluded from éh
incentive payment that we have already increased.

Laboratory tests aré excluded in ﬁhe staff draft. They

are easily identified. They are by far the most expensive
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Frequently when one

support order, or to establish péternity, the

suspect that the states will seek to use this

goes to court to get a child

at the same time. - How do you allocate those costs? We

~ their incentive payments. - We would oppose it.

74

order is done

to maximize

Senator Armstrong. Further discussion on this issue?

'A Senator Chafee. What's the consequence. —-

‘Senator Armstrong.

The questionis Senator Long's:

amendment to exclude paternity costs from the calculétion;

The administration oppoées it.  Says.it will cost $lOt

million a year..

Senator Long. Basically, the argument is that you

shouldn't be penalized because

my judgment, that is very ridicﬁlous.

Bill. Gavin worked on this committee staff for many,

many years. Then when he left here he went over to the

Department. They thought enough of him to hire him over

there until-he<retired;

you test for paternity. 1In

And the point Bill Gavin made to

me time and again is now the one thing you must not do is

to penalize these states because they test for paternity.

He said you aren't going to get anywhere with child support

if you can't determine who the father is. If you don't have

that, you've got nothing.

Here they bring in a proposal where a state gets
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penalized for testing for paternity. Now that just doesn't

- make any sense at all.

Dr. Rubin. Senator, my understanding of the staff
proposal is that a state would not be peﬁélized for aoing
any labo:atory tests for'teéting for paternity. Mr. Sfern
may be able tb amplify that, but that‘s ﬁyvunderStanding'of
the staff dfaft.

Senator Long. - Would you explain what your dnderstanding

about that is, Mr. Stern?

Mr. Stern. The staff proposal would allow a state to

exclude the laboratory tests that are inVolved—in«determihing"m

" paternity, but there are other costs in determiniﬁg

paterhity, which are not élléwed'tO be‘excluded.

Sénatbf Long; If'YOu think the laboratory costs oﬁghf.
to‘be éxéluded why in the name of common sense should YOuV
exclude the rest of them? |

‘Dr. Rubin. Because fhe»rest are very ili defined énd
very difficult to allocate. And,.consequently, we £hihk
that the potential for states to maximize their réturh from
the federal government is substantial. We believe that a
laboratory teét has a voucher. It gets paid-for.by a vender.
It is eaﬁiiy verifiable; And it is clearly, in our iﬁdéﬁeﬁt,
the most expénsive part of the paternity determination.

And as you said, once you test for tﬁe paternity and --

Senator Long. I would like for you on the staff to
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hear this. .Go ahead. I'm sorry.

Dr. Rubin. Once you test for paternity doing the
appropriaﬁe genetic typing, then it seems té us that‘the
remainder of~the'cos£ may be relatively small and hard to
distinguish from the cost of obtaining a éhild support order
or other pérts of thé administrative process.’

And we really do believe that this is an area where it

- would be administratively very, very difficult for the

federal governmeﬁt to audit to make sure that we werenft
over—éaying. |

Senator Long. wa do you suggeéf.they-might hana;e
that, Mr.‘Stérn?

Mr. Stern. Well, when you run across similar kindé of

'situations in the past sometimes you require separate,

identifiable units or something like that. Some states
apparently do have paternity determination units.
It seems to me that 'if you are going to allow the state

to exclude the paternity determination processing and you

want to draw rather tightly what you —--

Senator Long. Would you just say the burden of proof
is on the states to establish it? The state has got to

carry the burden of proof to prove that that is a paternity'

cost.

Dr. Rubin.‘-We would still recommend that again, as

yoﬁ said, frequently the laboratory studies are the definitive
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way of establishing paternity or at least disproving
paternity. That's the major cost of this item. And that
We.ére Qilling to support the stéff proposél to reduce what

the -- let the states pull that out so that your major

.concern is providing disincentives for states to prove

paternity, we feel, would be adequateiy taken care of.

Senator Armstrong. Ready to vote? You want a roll

call?

Senator Long. Sure.

Mr. DeAfment.- Mr, Packwéod?
Senator Packwood. No.

Mr. DeArment. Mr. Roth?
Senator ArhStrong. No by Proxy.
Mr. DeArment. Mr. Dénfqrﬁh?

(No résponse)

Mrf DeArmeﬁt. Mr. Chafee?
~Séhator Arﬁstrong. No by pProxy.
Mr.-DeArment. "Mr. Heingz?

(No respbnse)

Mr. DeArment. Mr. Wallop?
Senato; Armstrong. No by proxy.
Mr. DeArment. Mr. Durenbergef?
Senator Armstrong. No by proxy.
Mr. DeArment. ‘Mr. Armstrong.

Senator Armstrong. No.
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Mr. DeArment. Mr. Symms.

Senator Armstrong. No by proxy.
Mr. DeArment. Mr. Grassley?
Senator Armstrong. No by proxy.
Mr. DeArment. Mr. Long?
Senator_Long. Aye.

Mr. DeAfment\ Mr. Bentsen?

Sehapor Bentsen. Aye.

Mr. DeArment. Mr. Matsunaga?

Senator Bfadley; Aye by proxy.
Mr. DeArment. ﬁf.'Méyﬁihan?"
{No responsé) |

Mr. DeArment. -Mr._Baucus?

(No reéponse)

Mr. DeArment. Mr. Boren?
Seﬁator Boren. Aye.

Mr. DeArment. Mr. Bradley?
Senator Bfadley. CAye.

Mr. DeArment. Mr. Mitchell?
(No response)

Mr. DeArment. }Mr. Pryor?

(ﬁo response)“ |

Mr. DeArment. Mr. Chairman?
Senator'Armstfong.‘ No by proxy.

On this vote the ayes are 5 and the nays are 9, and
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the amendment is not agreed to. We have second bells on a
vote. And I understaﬁd, Senator Long, you have some other
amendmenfé to bring up. Shall we break and come back?
Do you have.aﬁ amendment? We will have to .come back in
any case. Unless we are done, it appears we are sﬁpposed
to come right back. |

(Whereupon, at 11:45 a.m., the mark—up'session was
recessedf)

AFTER RECESS

(12:10 p.m;)_

_ Senator Armstrqng. Senator Bradley, diévyou hé%e an

amendmen£ to_offer?
| Senator Bradley. Yes, I did; Mr. Chairman.

| The amendment‘that I would Offervwould againtgo“to the
iﬁcentive payment question.and to the cap that is‘now_placed
on the inceﬁtive payment for non-AFDC éfforts. Essentially
I thought that the purpqse‘of thié bill in part was to
encouraée non—AFDC.colléctions:as well as to assure AFDC
collections. There are now 20 states whose non-AFDC
qoilections exceed.those of their AFDé collections.

I think we want to encourage those states to go after
the father who is not making his child‘sﬁppért payments
puréuant to a Court order. And I would suggest that we raise
that cap from 100 percent for the non-AFDC to 125 perceﬁt

so that you now have an AFDC effort that is at 100 percent.
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" And then you would have 125 percent of that féf a noh—AFDC

effbrt.

I think that this is needed in order to give thase
states as well as others additional incentive to go out
and try to find the absent fathef who is ﬁot making-payﬁénté;
if that person is a non-AFDC situation.

That's basically the amendment.

vSénator Arﬁstréng. Any estimate of the cost of that?
It probébly_Wouldn‘t cost much.

Ms. Olson. CBO estimates an additional c6st.of $10
rmillion a year.' |

_Senator»Armstrongf Dr. Rubin?

Dr. Rubin. Well, the CBO is a little bit optimistic.
We estimate it would cost roughly $99 miilion over.five
years. We'think-that it would reduce the incentive fqr}the
states to ruﬁ baianced programs to foCus on AFDCs as:wéil
as non-AFDCs.

We also bélieve'that what it would do is[merély allow
states to run a fair number of their non—AFDCAcollectiéhs
through‘thé existing 4D progrém, and not really improve
collections at all.

So we-think‘that,'ééain, this is éomething that éosfs
a lot of money. It is unclear that it achieves the desired
result. And to some extenf, the disparity or the concern

that Senator Bradley has discussed, we believe has been
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addressed by the raising of the minimum from 4 percent to
6 percénﬁ, as suggested by*Senatof Long.
Senator Armstrdng. Commenting on that proposél earlier,
did you point out or did you mention or did I imagine that
the administration's willingness to go aloné with that was
conditioned on maintéining the 100 percent cap?

Dr. Rubin. Certainly it was conditioned on that, to

deal wiﬁh that particular issue. I may or may not have

mentioned it. But Certéinly you —

Senator Armstrong: I thought I heard somebbdy mention
it. . I wasn't éeftgin;

Dr. Rubin. .We are well ‘aware of.ﬁhaﬁf

Senatog Bradley. 'Mf. Chairman, it seems to me that
if you are going to go éut and try to fina fhe non-AFDC '
situation tﬁat you don't want to tie it to your ability to

squeeze more out of AFDC situations. And that's precisely

‘what the cap does. It provides no greater incentive. And,

in fact, in some‘sfates, among them Louisiana, Colorada and
New Jersey, there is éimuch biggef effort being made-in
non-AFDC situations ﬁow.

And 1 think that it should be eﬁcouraged in other states
as well. And if you don't provide a little more incenti&e
for them to do thaf, I don't think that that ié going to
happen. And fhat's the thrust of thé amendment, and it's
a father simple proposition.
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Senator Armstrong. Senator Long?
Senator Long. I have no discussion on that.
Senator Armstrong. Mr. DeAiment, what are the

traditions of the committee? 'Shall I wait until some people

‘arrive and go onto another amendment?

‘Senator Lpng. I haye one I couid offer that's kind of
cqntroversial.

Sénator Armstrohg, Well, this is a-matter, obviousiy,
that is contfbversial. There is no béatihg around the,bush’
about iﬁ. vae got several votes and I will vétef But I |
think:the_normal'oraer is fofwthere to bé five or six
mémbefs. |

;Mf.‘DeArment. .Senator Armstrong, ﬁhe committee rules.
require five_tq_continue.:"

Senator Long. I would suggest that in view of the
féét'that you deferlthis to have more mémbers here to hear
you.' |

Senator Bradley; If theé committéé rules are five, -
we can havé a roll call vote.

Senator Long. Let's not make the point for no quorum

because there might be a 'thing or two we can agree on here.

Senator Armstrong. Something we can agree on.
~ Senator Long. I've got one I think you could agree on.
One, I think that there ought to be something --

* Senator Armstrong. Before you begin, could I ask if
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there are staffers here who could get us another member or

two. It's my desire and it is SenatorADole's desire that

we complete action on this bill, but we will need several

more members to actually report it and get it.finished up.
So if we could havé a'cqupleAmore membérs,'that would :
really be'helpful.

Senator Long. I ha&e got one”that I.hope~cén be 

agreed to. I would like for Ms._OlsonAand all the others

to hear this too.

Thére ought to be some guidélines somewhere #hat_one
could look to to try to obtain more uniformity in these
child support payments,: For ekamplé, it‘s just_ﬁhe 1u§k‘of.
the draw to what some"woman.ié goihg tQ»getlfor-thosé
children.

Some judge will give her $50.00 a month-éhd some-juage
will give hér $250;00 for the same case. Now to_hel? make
that wé;k out, it.seems to me that the Department ought to
suggest to the Etates what they think an appropriate'
schedule WOuld bé, and let the states go ahead aﬁd adopt
whateVef séhedule they want. -But I would hope they would
adopt it by an act of state legislature. But_if it is not,’
they could just do it by departmental rulings.

But I would think that we ought to feéuire each state
to have a suggésted schedule.of what they-Woﬁld think would

be an,appfopriate level of payment could be. So that one
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could refer to that.
Like if a lawyer is putting in a child support case,
then he could say, well now, Your Honor, this is what the

department recommends or this is what the state legislature

" recommends for this kind of a state. That's:leaving the

judge some discretion to look at the overall faéfs to make
the facts fit the case.

But if you have a recommendaﬁion if'a'man has a
certain émount of income'aﬁd there is a certain amount --

he has a certain number of children here, looking at these

various circumstances, you would Suggest that the payments

" be at a certain level. I think that that would tend to

bring about more uniform justice.

And I believe we ought to have that inxthe'léw some-
where. Simply requiré.the_states ﬁo have a:uniform level.

I discussed this with Mr. étern. Can you add something
to that, Mr. Stern, as to ﬁowvthat,might”work?

Mr. Stern. It would.be a requirements that states
develop sﬁch guidelineS.A And from thé inforhation that we
have Whereva few states do haye such procedures, they are
generally higher award amounts. And so that's what this
would be.

The federalvdepartment wéuld offer technical assistance,
but it would really‘be a matter of states devéloping their

own guidelines.
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Senator Armstrong. Senator Long, when you were
referring to either the legislature setting forthe guide-
lines-of'the.departﬁent, you were referring to the state
department of public assistance or whatever it might be?
You weren;t referring to HHS?

Senator Long. No, I think that HHS could be, you
know.-- might suggest to themiwhat they thought an appropriate
scheaule Qould be. But I WOuld'leave.it up to the<states, 1
to determine. I justAthihk that they ought to have‘ene.

Mr.lsterh is more familiar with thie than I so I would
lrke to. ask him this. Is-it not true that some states-do '
hate a,suggested guideline,.ana-that Whererthey_do it:tende
to be much mere uniform justice. |

Mr. Stern. Yes, sir.

Senator Long. 1In some'cases,'particularly where a

judge has to run for"offiee-andihe is in a low income

area, some judges will favor the wife, some will favor the

husband, some will just uniformly give everybody $50.00.

' Some will do a lot better than that.

Senator Armstrong. Dr. Rubin, does the department have
a position on this?

Dr. Rubin. We would have no objection to what Senator

- Long proposes. 'We_db have a research grant right now to do

ﬁhat you suggest in terms of'payment guidelines. We would

only -- we haven't seen the precise wording of the language
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that youvwould like to insert.
 Senator Long. You can help us draft it as far as I
am’coﬁcerned.‘ I'm talking about that the states should
have a suggesfed guideline. And some states do.
Df. Rubin. Suggested, I think, is the key word; We

would still want to give the judge some flexibility,

- depending upon particular circumstances.

Senator Long. And so would I.
Senator Armstrong. Ms. Olsén,fdid you have a comment?
Ms. Olson. No, Senétor:Armstréng.

Senator'Armstrong. Well, Senator Long, thé cniy .

.concern that I have -- based on some preliminary discussiqn;-“

I was completely comfortable with this idea. 1In fact, i :
think it's commehdable.

But‘it séemé to me there is a lot of diffgrence'beﬁween-
having HHS provide technical aséistance io develop these
guidelines by ;hé state legisiatufe'or'by some locél'étate

department of government or even requiring in this_bill

.that states do develop these guideiines -- I would support -

that. But the notion that somehow HHS would promulgate those
guidelihes, even on an advisory basis, makes me uncomfortable.
Senator Long. It would be ail.right &itﬁ'me to just_
simply require that states have it. |
Senafor Armstrong. - Could we leave it at that? That

the legislation would require that states develop these
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guidelines andvieave it up to them rather than.trying to
nationalize what the guidelines should be. Is that all
right with you, Bill?

Dr. Rubin, Let me just add that we concur with your
uneasiness, Senator Armstrong. We would'not want to be
promulgéting national rules and regulations.

Senator Armstrong. Without objectidn; that-is
aaoptéd.' |

Senator Long. Now there is another point I wént to
raisg here.

Qn‘the reéuired'states' procedures‘on the wi£hho}§ing,
it just-ééems tb me -= I have here a list of'what'alllis
required. And it just seemg to me that this is altogéthérA
too much detail. You can just take a look at it, Mr.
Chairman. That's just an outline of it. Just look at all
that detail.

It just seems to ﬁe that that is a great deal mbre
detail thag we ought to be requiring. It seems to me that
we could drastically reduce that.'-Leave the states more
flexibility and achieve the purpoée, but just not have néar
as much aetail ih these guidelines: I would like to leave
the stafes mbre flexibilify. Just look over all they havé>

to do. A lot of this stuff could be suggestions by the

department. - But to require'ali that detail, I think, is

just --
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Senatof Armstrong. Do you have a specific proposal to
amend it or something that you want to delete?

Senaﬁor Long. I don't have a specific ptoposal. I
guess I could draft one. But whatAI would like té do is
suggest.that we instruct the staff to look this thing over
and see if they'can't draStically reduce that. That's just
too @uch detail, it seems to ﬁe, when you épell out all this
detail thgt,;hey are requiredltp‘do.

.. Dr. Rubin.. If the Senator would care to sﬁppoft the

administration's'bill, which only contains wage withholding,

state income tax offset, quasi-judicial procedures, and

leaves the rest_optional wifh'the étates, we would éeftainly
obviodsly support that.

Senatdr Long. Well;;thatis the direétidn’I'm'tryihg ﬁo
suggest going4on_this‘particular'item.' I'm not buying

everything in the bill, but on this particular item I think

that's the type thing we ought to have. It ought to be --

most 6f that detail ought to be up to the states to
determiﬁe.

Senator Armstrong; Would you state again what would be
required pnder the administration's version?

‘'Dr. Rubin. We think_that the three most.effective
things in this bill are mandatory wage withholdiné, the
establishment of quasi-judicial procedures, which I ﬁaybé
refefred to a little bit differently --
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Senator Long. What was that?
Dr. Rubin. We call it "quasi-judicial procedures."

The staff draft on Page 9 calls it "expedited processes."

‘And the state income tax refund offset. We also strongly

believe that we ought to have required fees for services.

Othef than that, we_would make the rest optional with
the states. |

‘Mr. Stern. Mr. Chairman,.I’think that's a sliéhtly
different Poinﬁ. The question iéjthé,level'of detail even
on say ﬁahdatdry ﬁage aSsignmént. The administrafion bill
was aisonquite détailea on tﬁat too.

: Séh#tor Long. Why don't ﬁe ask our staff. “Séé if
they_éan'f.reduce the amount of detail.iﬂ this. bJust look at
all the stuff you have‘got to do here. And if yoﬁ'don't dé;v
any one of them, you are out of compliance. Aﬁd it‘seeﬁs tov
me that we don't have to rééuire all that detail.

It's all righf with ﬁe, if somebody has a -- I hé&é no
objection at all to the departmeﬁt having a whole bunch of
‘suggestions as to how éomebody might go about déing ali this.
But to require in detail that we do, I»think is going too far.
It's too much detail.

Senator Arﬁstrong.- Well, is.it your suggestidn that
we simpiy pass over thié and ask them to come back.at some
point? What's your pleasure? |

Senator Long. -We can just do it that way. But I think
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it would be best to reduce the detail. Can I simply ask
the staffs to work together and see if tﬁey can't give us
a set of guidelines tha£ is much less detailed than this?

Senator Armstrong. With the notion tﬁat we take it
ub when we return after this vote or take it up when?

Senafor B;adléy. You mean less detail on that specific
provision, on. the withholding, right? That's Qhaﬁ you are
interested'in. YOu\ére‘intérestéd,in'simplifying that.

Senator'Long. I'm simply interested in simplifying this
oné‘proposal.

Senatof Armstrong. Why don't we think about that a

.moment. Are there other amendments that_we need to handle?

I think we are té the point where we need to decide whe;her'

" we are going to finish this now or come back later in the.

day or some other day.
Biil, you want to vote on yoﬁr amendment?
Senator Bradley. I'd like a voté on my amendment,‘and-
then I'ﬁ ready to go to final passage.
Sénator.Arﬁstrong; Is it your desire to come béck and
do it now?
Senator Bradley. Wél}, I don;t wént to come back if
it is just going to be fhe three_of us.
(Laughter)
Senato; Armstrong. - That's what I was trying to determiné

Senator Long. Let me raise this issue too because this
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is one we might bé‘able to settle.

| I'm'looking at Page 5 on my sheet hefe; You méy have
the same numbers on yours;b We ére talking about theipass
through to localities. Our staff's suggestion here is that
this pr§posal leaves some déubt about how the states would
pass through incentive payments fo théllocalities.

It is Suggeéted tﬁat ?his beAclarified_toASBow that ihe_

local government gets at least their pro rata share of the

" state incentive based on the total collections. Basically,

what we are seeking here is a clarificétioh;

Ms. Olson. The édministfétidn”would.haVeAassﬁme@ that
the seéretéry would devise :egﬁlations thati&ouldddo'thatt
And tﬁey have no“objeétion'tg'haviﬁg iﬁnséélled‘oﬁt.

Senator Long. Mr. Stern, can yoﬁ spell this'thing
out and clear it with the staff? - |

| Mr. Stern.‘ Cértainly.

Senator Armstrong. Can ygu hé&e it-for ﬁs when we

return in about 10 minutes? |

Mr. Stern. Well,lthe principal of it would be to

- do what Senator Long said. Namely, a particular jursidiction

within the state would get a portion of the incentive payments'

based on'their propoftioﬁ of the collectioﬁé!
Senator Long. They would get their share based on the
percentage ofvthe work they did?
Mr. Stern. That's right. So-if a particular county
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collected 5 percent of the collections, they would get 5
percent of the incentive.

Senator Bradley. .Could I suggest, Mr. Chairman, that

' we‘comgﬁback maybe later this afternoon instead of at

'12:40 or so? 1It's going to}be'quarter of 1:00 or 1:00

anyway.

Senatdr Armstroﬁg;: I was-trying to deﬁermine h&w much
more we had to do. If all we have is anbther's‘pr 10 |
minutes, I would just as éobh élean'it up;A Wﬁat'is yoﬁr
prefefence, Sénator'Long?'

Senator Lohg. Well, it seems tovme that wﬁat ;'am
sugéesfing'righflhé?e we could finish right now. We.haﬁer
méhy times agréed to things liké»this with no more’
inétructioﬁ that thaf.

‘Senator Arﬁstrqng. We:still have Senétor Bradiey's
améﬁdment.

‘Senator Lohg.‘_Yes,'sir. It's all'righ£ with mé;:
However you two want to-do-it, it's all right with me;

Senator Armstrong} Let's come back and see if we can

clean it ﬁp.

Senator Bradléy. Why4doh’t'we come. back ét 2;00?

Senétor-Armstrong; Thatvmay be difficult for me to
come back at 2:00. I'm advised that 5 number of offices
have been called, and hopefuily they will be able to return.

Is it difficult for you to come back?
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Senator Bradley. I can be here until about 10 of 1:00.
- Senator Armstrong.’ Pardon me?. |
Senator Bradley. I can be here until 10 of 1:00.
~‘Séﬁa£or‘Armstrong. Hopefully, we can wrap it up in
that time. |
éenato; Bradley,‘ We haven't agreed-on»the withholding
thing;
Senator Armstrong. We will try. If we dop't finish,
we will»just~agree to come badk*later.

(Whereupon,bat 12:28 p.m., .the mark—up'sessiqn Was

recessed.)
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(12:44 p.m.)
_.Senator Armstrong. Senator Bradley, when.we leftAoff,
we werevtalking'about the amendment whigh you had
previously discussed.
i‘wonder if we could recap th;t and then gef a brief
statement of fhe-departmeht'é pqsition, and thén:detefﬁihe
whéfﬁeerr not to bring it'to a vote.

My own disposition is to do so if you don't object,

" even though the attendance is a little thih; I donft:_"'

think it will change theloutcome,-and my own pérsoﬁal main -
.iﬁtereéf is just to get theibill brought to its:cénclusiop
and bfing it to the floor.

Would you like to take a mbment,_just“for thé fééord,
to recap»thé issue at stake and then we will ask. —-

Senator Bradleyf vSure., Mr. Chairman, the issué at
stake isiwhether there should be a greater incéntive for
the non-AFDC situation.

ﬁnder_the présent law; the nbn—AFDC situatibn is
capped aﬁ 100 percent of what AFDC is. That pﬁshes everyone
tq concentrate on the AFDC.family situation.

TheApurpose of the bill is to expand child suéport
enforcement so that we go after the non-AFDC parent as-
well as the AFDC parent. To do that, you #eed some

incentive, so I propose raising it to 123 percent of what
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the incentive is for AFDC.

That'is'the basic amendment;

Senator Armstrong. Ms.'Olson, would you state again
what the cost of this amendment is?. |

Ms. Olson. .$10 million eééh fiscal year.

Sénator Armstrong. Thank you. Dr. Rubin? Anything

you want to add?

Dr. Rubin. The department believes that this would
cost almost $100 million over five years. We believe that
it would cost States to gain the system by running a lot

of_non:AFDC cases that would never have to go through the

‘4D system, and would.not.necessarily result in improved

collections.

And in our égréeing to Senator Long's'amendmént to
go from 4 to 6‘peréent in ferms of the minimum, that was
predicated on maihtéining the lQO perceht cap.

Senator Armstrong. Unless other members of the -

committee wish to speak, or unless there is an_objection

to having a roll call, let's go ahead and call- the roll.
Mf. DeArment. Mr. Packwood?
Senator Packwood. 'Aye by proxy (Senétor Bradley)v.
Mr. DeArment. Mr. Roth? |
Senator Roth. No by proxy (Senator Armstrong)
Mr. DeArment.. Mr. Danforth?

Senator Danforth. (No response)
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Mr. DeA;ment. Mr. Chafee?

‘Sehator Chafee. No by proxy (Senator Armstrong)

Mr. DeArment. Mr. Heinz?

Senator Heinz. Aye by proxy (Sénator Armstrong)
Mr..DeArment. Mr. ﬁallop?

Senator Wallop. No by proXy (Senator Armstrong)
Mr. DeArmeht. . Mr. Durehberger?v

Senator,Durenbergér. No.

. Mr. DeArment. Mr. Armstrong?

Senator Armstrong. No.

Mr. DeArment. >Mr. Symms?

'.Senator’Symms. No by pfoxy (Senator-Armstrong)

. Mr. DeArment. Mr. Grassley?

Senator Grassley. 'NQ by proxy (Senator Armstrong)

Mr. DeArment. Mr. Long?

ASenator Long. Aye.'

Mf. DeArment. Mr. Bentsen?

éenétor Bentsen. Aye by proxy (Senator B;adley)
Mr. DeArment. Mr. Matsunaga?

Senator Matsunaga. Aye.

Mf. DeAfmeﬁt;' Mr. Manihan?

Senafor Moynihan. _A?e-by broxy'(Senator Bradley)
Mff DeArment. Mr. Baucus?

Senator Baucus. (N§ response)

Mr. DeARment. Mr. Boren?
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Senator Béren. Aye by proxy (Senator Bradley)

 Mr. DeArment. Mr. Bradley?

Senator Bradiey. Aye.

Mr. DeArment. 'Mr. Mitchell?

Senator Mitchell. (No résponse)

Mr.iDeA:ment. . Mr. Pryor?

Senator P;yor.v (No response)

Mr; DeArméné.iiMr. Qhairman? B

The Chairman. No by proxy-(Sena£¢r Armstrong),

VSénator-Bradley. Mrf éhairmén; did you recérdisepatér'>
Péckwoqd? | |

Sénator”Armstrbng. I did,nof'récord Sénato; Pagkwdod;'

Séﬁator Bradley. Senator Packwébd} aye by Proxy. -

Did you record Senator‘Heihz? i

Senator Armstrong. 'I did record.Senator Heinz.

This vote, the ayes are eight, and the nays are'8, énd
the motion is not agreed to.

Senator Long, did we satisfactorily resolve the question
that you were speaking to.eaflier?

Senatér Lohg. I belie?e'that, since I brought the
subject up,.it made it more clear to me than it was béfore7
That is, that there ié confusion here as to what each
locél government would get as their pro rata share.

Now, there is a simpie way that you.cah do it. You

could'simply look to what each county or each district, each
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unit of government collected, and if they collected 5

perceﬁt, then all right, you would get 5 percent of the
incentive payment based on total collection.
Or you could have much more complicated way of going

about doing it, ih which case yoﬁ would be trying to decide

—— let's say in Louisiana you would try to decide parish

by parish, or in Colorado, county by county, which county
is entitled to gét more of the incentive money and which
one is entitled to get less of it.

- And then that gets you to this problem. It then

becomes possible for one unit of governﬁent to push some.

6f their costs on another uhit of governmEnt in
aaministration,:which mékes'their~record look better.

For éxampie, YOu might haVe éome other illﬁstrations,
but théy will just point outlto.us in Louisiana -- as_theyu
testified.—— that some éf the parishes would just say; well,
méke(the State take the applicaﬁion. We will just do‘the
coilectiOn parf of it.

So, make the State governﬁent interview the people,
receive the application, prepare the information you need
to start with -- then théy just handle the case in ¢ourt.
So, that reduces their case and makes the’percéntége look
a lot better.

That is one example that was given to us. So, if the

department wants to have a more complicated method, you
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1 would then have to get into a .thing of trying to crack this
o 42 thing and _sa‘y. who gets credif_ when they start pushing costs
| 3 ‘froﬁ one_unit_of government off onto another unit of
-4 government.-
5 || . it seems to me as thougﬁ it would be simple just to
6 say tﬁét, if'ybu collected 5 percen# of the-monéy,_you
7 | get S'bérCent of'thé'iﬁcentive payment.
8 So, just_why-ﬁOt do it. that way?
9 .. | | Mé. Olson. Senator, perhaps we could ha&e Fféd o ‘
10 Schutzmann from the bffige 6f éhild Support'EnférCement
1 | come énd_tell.us.ﬁheir pfobléms. | S ]
12 . .Appafentiy; some areas woﬁld be di;adﬁéhtagédlby a
<;§ ’ J3 straight perCentagé bécause a large juriédiction may collect.
14 a lot of'money,buﬁ aléoAhave a lower:COSthfféctiveﬁess
15 ratio, and the example cited to me was Baltimore. So,
16 what might'be effecfive in Louisiana mighf nof work iﬁ
17 another State, and_thét is their Cénbern.in trying to
~ 18 define just a pro‘rata:éﬁare without taking into accéunt
15 ) cost—effectiveness.
20 Senator Long. Are you having such a problem now in
21 trYing to determine cost—effectivenes$ in .one county
| 22 against anothér county? |
i 23 Ms. Olson. Right now, the incentives, as you know,
24 are nof baéed on cost-effectiveness. They are just based.
k“}- 25 on collections.
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% 1 1. Senator Long. I will be glad to hear from Mr.
(j) .2 It échutzmann.
3| Mr. Schutzman. _The purpose of the incentives in the
4 performance standards is to reward States for doing a good
5 job and effective job which includes cost—effeetiveneSS..
8 || - It is possible thaf a particular county_dan make Very
7 large collections but spend twice. as ﬁuch money making |
8 .those'collections,.thoh‘isiﬁot'whet we -are looking fof,
9 Senator Long. ‘ ‘ -
10 'Most of the costs -- when we are falking abouﬁ'the
1 local =- I knOW~thet that is your concefn( and you shoold "H
12 be concerned, and so are we —-- they usoally.are_working'
{E} . - 13 with the State through :a.cooperative agfeement so costs
14 are ver?, very clear.
15 | : It is usually epelled out ih a cooperative agreemeﬁﬁ
18 between the State andlthe locality. So, there*is no
17 question how much cost is being spent by the 1ocelity versus
18: how much cost is being speot by the State. | |
19 I know that is one of your concerns, and I think. that
20 is taken care of by the cooperative agreements betweeh
2 the localities and the States.
22 : Senafor Long. Now, just look at one State that IAam
23 » familiar wiﬁh. The oniy one I am thoroughly familiar
24 with would be Louisiana. Ail right?
k“) 25 Now, in Louisiana, you have got a district attorney's
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office that is handling the collection--that does the

‘collecting. - Then, you have got a State office -- a State

Welfare Office -- that is in the position to take an
application.

So,fthe district attorney's office sa&s-iet>the State
take in the appliéation, let thém interview the peOple,
let's push as much off as you can on the StatgAg0verﬁment,
and try to iimit oﬁr activity where we just do Ehe bart'
where you go fo'court on this hatter. “

Now, how are you going to handle that when YOu fihd -

a practice that Véries from coﬁnty to county. Some of

them push as much of it as théy;can off on the'Stafe(

Government to try to make their program look better, while

‘others go ahead and do the whole job in their own office.

Mr. Schutzmann.‘ As I indicated, the States and the

localities usually agree through a -- like a contract.

That is what we'mean by a cooperative agreement.

Let me give another example. I uséd Baltimore. I
woula like to use New_York City. I don't remember the
numbers exactly, but several years ago we looked at the
numbers, and New York City was spending like'$60 million
to collect $40 milliop.

‘We think that what we ought to try to do is to
streamline that operation.

We have had experiences in some large urban areas where
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% ' 1 we have worked with the local people and the State people.
| ‘ii _ .2 We used Essex Couﬁtyﬁ as .Senator Bradléy knows, as an
% 3 example, where we doubled ‘the collections and reduced coéts.
4 » It is possible to reduce the costs, aé Senato; Bradley
% 5 knows, and as we did in Essex éounty.»AThat is really what
8. we are trying'to do; |
7 We are trying to incre;se the'cdllectipns and contain
8 | the-COSté.
9 | - ,Senaior-Long. _if*léoks'to me éé;thouéh Qﬁéth.ha&e
10 the problém, others are. going ténhavé'if,«of%tfyingvto
_11 assure each one;of these districts - thesg;jhgigaictidnsv
12 -- that they ére going to get tﬁeir Sﬁafe ;f'thaﬁ ﬁdﬁeyf:
é;; : 13 | If seems to me-thatiI'héed.to.have something better
f4' in thét law than‘just-safing-aécbrding,to régulations to
15 be prémulgated by . the Seéfegary, which is the way you
18 have go£ it r;gﬁt now.‘ Isn't thatlabout’thé size of it?
17 Righ£ now;bthe'Secreéary would make fegulations.
18 Dr. Rubin. Senatof Lopg,-I-think'what we heard in
19 ~various examples is thatvéituations differ across the
20 Unites States . relative to how individual State Qr'local
21 or county governmenfs deal with fhis_issue'in-térms_of
22 the allocation of-costs, etc.
23 I think that the language in the staff draft, which
24 talks about'assuring that localities which participate in
(“) | 25 the costs receive’their appropriate share really addresses
| Moffitf Reporting Associates
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your concern.
What it doesn't do is set out é formula, and the reason

that we do not have a formula in the_staff draft bill is

becauée the situation varies so much and is so complex

across this country that it was iﬁpéssible to come up

with something that would deal with every cdnceivable

situation.

What we would attempt to do is -- and we would be
glad to work with your staff on this -- is.at the time

we promulgate these regulations, come up with a methodology

that allows the State the flexibility of doing what is

-best in their particular Stéte and/or location, and which

assures that the localities get their fair share bf~What_ 4

is coming to them.

And I agree with you that the problem aboﬁt loading:
costs so that you get é better or worse cbst—effectiveneés
ratio can be a real one. |

Sgnator ﬁong. ‘T am just trying to relate to pebple
who come aﬁd explain the problem to me and tﬁey are making
a real effort to do a job for you, and for us.

These people would like to see-- And ﬁhis may be a _
good answer in Louisigna, and it may not be a éood énsweg
in New York. That may be the case.

But the ordinary district attofney_in Louisiana would

like to be assured that if he collects 10 percent of the
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money, he is going to get 10 percent of the incentive.

) If.he~collecté 20 percent of the money,'he is going
to get 20 éefcent of the incentive for it. And he would
like td have it judged on his collections.

-~ Now, I don't see tﬁat tﬁat would giVe you too much
trouble up there in New-YorkVCity because if they don't

collect much, they dont' get much. 1In other words, they

'spénd a ton of money and don't collect much, so they

don't get much.
But it may be that you ough£ to have some other formula;;

bﬁt“I would plead with .you and‘also.plead with members of -

this committee -- give us something more definite than

the~wéy it is now. I mean, I would like to see something
that'We can rely upon so:fhat somebﬁe can.read tﬁe law
and have some reasonable indication as to wﬁat he can expect
té receive if he does a good job for us.

And fight ndw, I think it is just pretty much like I

have seen so many times in these bills out of HEW or HHS.

- According to regulations to be promulgated by the Secretary.

Well, that mightf—sometimés é regulation might be good
and sometimes it might‘not be good.

I think that we ought to be able to do a better job;‘
and you ought to be able to give us better information on
thch to do a>better job.

A better indication as to how we propose to handle this.
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Mr. Schutzmann. Okay.
- Senator Armstrong. Sénator.Long, I am not sure I

understand. Are you saying that you want a Federal-- that

you want the department or the statute to say how that

pass—throggh will be, or are you saying that you want t§
leaye some flexibility for Louisiana to do it one way and
New York some other way and Coldrado some oﬁher Way?

-Séhator‘Long:1>I just ﬁhink thét we shouldn;t have
%t as doubtful as this now, as to how you aréAgoing to

divide up thisAincentive mdneyt'iIf there is'going-to be

- money divided, then it is not clear tb me,hbw thatAis going

to. be-done.

Ahd I don't knéw of é jurisdiction in Louisiahanthat
I could tel;'ﬁhem how much money they are goiﬁg to get
based on what fhey do. Aﬁd~that is why if you are not
willing to divide the moﬁey baséd bn the collections, and
apparently you are not wiliing.to do thét - yoﬁ don't |
fhink that is the best way‘to do'it.—— then I would iike‘
to have it a lot more definite than we have it nﬁw.

How is it going to be done?

Senator Armstrong. - In the absence of any comment to.
the cohtréry, where does it stand?z?

Mr. Schutgmann. Okay. I know Mr. Long is‘concerned
arid we were also concerned. It put a large burden on us

to tell the States how to divide the money.
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Whén the House bill was passed, we immediately gop a
group togéthér -~ and these wére State and local people
from thrgughoﬁt the country -- we had some 20 peop;e in
a meeting to discuss the House bill and how we would'
implement it. And we had a subgroup,-including local as
well as State peoplé, and some of my people involved in
this discussion4on>£hé pass-through.

The local-peoﬁié were veryfadamént at the beginning
about ﬁhé same thing Senator Long was, bdt‘at the end»of
the-discussion -- it was a day andga half, this‘discﬁssion
;—'£hey came to-the conclusion that we should leave it-i
to the State.to take cafe of the pass;thrqugh; and tﬁéf
is really what our intentions are gging'to be in_od; |
régulations -- to leéve it to thé States to pass tﬁrough
ﬁhe incentive to the localities.

Senator Armstrong; In thévway thét they deem to bé
appropfiaté?r | |

Mr. Schutzmann; Yes. Does that éatisfy yoﬁ, Senator
Long? |

Senator Lohg. If that>is what we are going to do;
why doh't we say that in the law then? Is that what the
law says -- that you are going to leave it to the States
to degide how to pass the money through?

Dr. Rubin. To the extent hhat the States also assure

that localities receive a fair share, yes. That is what
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Senator Long. - To the extent that they are sure that
thefe_is a what?

Dr. Rubin. The States have the flexibility to
distfibute the mone} with the caviot that tﬁere are
éssurances'that localities willireceive an appropriate
share of'ény incentive payments that result from |
coliec£iohs;

The way in which the Stateé do thaf is up té'thém.

Mf. Stern. The way this reads, it doesn'tfreéd that

way. It says as-defined by the Secretary. "States must

Zaséure-localities participating in the cost ofAcollecting

suppgft.will receive their appropriate share of any
iﬁcentive payﬁent:ésiaefined by the Secretary.“
That was where my éoncern came from.
' Dr. Rubin. -Thét is correct.
>Senatof Long. It seems to me that the way Dr. Rubin
stated it would make better sense. Doesn't it?
Mr. Stern. Sure. |
Senator Long. Why don't we put it that way? How did
ydu say it, Dr. Rubin?
To the»extent‘thét they do what?

Dr. Rubin. I can't recall the exact words. The folks

who were listening to you --

Senator Long. Whoa. We have it recorded. What you
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said sounded a lot better to me than what is in that bill.

Mr. Stern. That was the "as defined by the Secretary"

_part.

When he talked about receiving,the appropriate shafe
of the incentive payment, he léft-out the part vas defineéd
by~theiSecretary."

| Senatér Long. Whatvhe is saying is ﬁhat YOﬁ would
leave it.to.the~St$te to the extent thét tﬁey waﬁt it
in éfficiency and effectiveness. Tﬁat is-what we ére
talking about.

Mr. Sterﬁ. That is exactlf fight.

Senator Loﬁg. That‘isvright.‘

Sénator Armstroﬂg; If that is tﬁe case, why don‘t we
just étrike thé whpleurequirement? ‘I mean, what is.the
sense of tﬁe requirement if all itvrequires is-thai theA
Statesrdo,what they wish to do otherwise?

Senator Lohg. He;isvnot saying fhat. 'He is not
saying that. Dr. Rubin is not saying-that.'

Dr. Rﬁbin. No.

Senator Long. He is saying that you WQula leave it~
to the States to the extent that théy reward efficiency
in their program. That is what he is saying. .

And I have no objection to that. 'In other words,-it
is perfectly all right with me to say that New York City

did a lousy job and therefore they don't get as much as

Moffitt Reporting Associates
2849 Lafora Court
Vienna, Virginia 22180
(703) 573-9198




10

11

12

13

14

15

18

17
18
19
20
21

22

23

24

25

they would get otherwise. That is all right with me
because it is true.

(Laughter)

Senétor Armstrong. Friends, I am perfectly comfortable
with it either way, if someoneAwill state what the
understanding is.liThenL.we Qill see if there is'objectioﬁ'
to it. |

Senator Bradléy, did yoﬁ want to-commentAon.that?

»Senatér ﬁradley. No. I'yantgd to-- ﬁq, I didn't want
to_éommenttén that. | | | |

Mr. Stern. - I believelthat theApass—thrqugh.réquifeﬁent
Qoﬁld be that States wéﬁld have to aséufé;that localitieé
partiéipating in thé:cost of coilecfing support would -

receive their appropriate share of incentive payments.

‘as determined by the State.

That'woqld be more a requiremént than no requirement
at all'because.they'woﬁld’at least have to show that they
were giving ;-

Senatof Armstrong. "I am perfectly comfortable with it;
You don't have to sell me.

Senator Bradley. VCould I ésk the Administration on
that —-— is_fhe word "appropriate" sufficiently cleér to
you?

AMr. Schutzmann. We weré .talking about'efficiency and

effectiveness. We are really talking about cost
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effectiveness, and they are just taiking about collections.

And we think cost effectiveness muét be put in.

Senator Long. I am willing to go~along with yqﬁ in
saying that-the State makes the decision who gets the money
and that will be based on -- that they will have to take
cost effectiveness into account. That is all right with ﬁe.

Dr. Rubin. The Administration has no objections to
that. |

“Senator Armstrong. OKay?

Senator Long. I don't quarrel for a moment that we .

-are taking coSt»éffectiveness'into account. The State is -

.going to do that. That is all right with me.

Senator Bradley.. Mr. Chairman, I had a call from
Senatof-PrfOf whq_waﬁted to Qote:“aye" on the lzsiand the
Medicaid.

- Senator Armétrong. Have we reached agreement on the
issue that Senator Loﬁg has raised? Andvis the final
disposition, Senator Long,rin your understénding as
determined by_tﬁe States.

.Sénator Loﬁg. It is my understanding that the State
would make the determination but the State would be
required to take effectiveness into account. That is what
we ére talking about. |

Sénatér Armstrong.  But itAis their call as to how

they take it into account?
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Dr. Rubin. Yes.

Senator Long. But in the iast analysis, iit is my"
undefstanding'that, if New York City is not doing the jéb,
and the department doesn't think New York City is doing the
jOb,-the dépértment has got the right to call the State'é
hand and say Néw York is getting too much. beéause they
are not doing the job.

As-I understaﬁq it, that is what you haa,inlmind,‘and
I am very willing td>ﬁaVeuit that way. :

Dr. Rubin. It would be up to the State of New York
to determine how they.wahted to deal Qith New York é;ﬁyﬁ
Hdpefuliy, the Federal Government would not be“involvéd.
We'would obviously proyide-themlﬁith the'informétiqn.l__

.Senator Long. Okay. That is all right with me.’

Senator Armstrong. 1Is there objeétion~to the proposai?

(No response)

Is there anything else? If not, that is égreed to,
subjéct to interpretation 5y individual members.

The Chairman. Coﬁld I ask one question on visitation
rights? Is-there anything in here that is going to
encourage the States to use ény diligence at.all as far.
as the paying father, in this case? —

I mean, I_just had one stop me in the héll and say we
pay our support. We would hope there might be some

language--some recognition that there are legitimate concerns
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I know we have the Durenberger resolution, but is that
allAwelﬁave in this package? |

Ms. Olspn. Senator, that is the exteﬁt of the
visitation reference iﬁ the staff proposal.

The Senator Durehberger and others' language that
should take intq account ana examine current practices and -
laws with regard te visitation rights.. That is phefoniy'
referenee. | |

Senator Durenberger. Should we strengthen it U§ a
little or sometﬁing?

The Chairman. That is what he'suggested;' I;em'nos
here lebbying, but T think there is a legitimate concern-
there. |

There are fathers, in this ease, who never.miss a

payment and who are still denied rights of visitation.

I don't suggest we can get in'every'bne of those.cases,

but we at least ought to do some language that would

indicate to the State that that was a responsibility -- at

least a concern of ours -- that they would make more diligent

efforts tp do whatever they do.

Ms. Olson. We ceuld certainly include committee feport-
language to thet effect. As far as the statutory requirement,
I don't believe that that would be'suppofted by the

Administration.
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The Chairman. ‘I don't suggest that, but maybe
something in the committee report.
Senator Long. - I would like to raise another matter,

and Mr. Stern can explain briefly. It has to do with the

improvement of Federal oversight.

Woulld you just explain that further, Mr. Stern?
Mr. Stern. The department basically monitors the

effectiveheés of the State child support program and can:

impose a penalty on States thatvdon't have effective

programs, but the pénalty now in the present law is so

.Sdbstantial that it has not been invoked.

The staff propQSal-iﬁCIudes'$ome elements that-reléte
to this and.relételtb.compliance requirements in general.
- We would hotlsﬁggeét ény‘change:in giving more
flexibility on the penalty, bﬁt we thiék that there_ought-
to be a.st;bng rble of the child support administrator
in establishing pefformance staﬂdafds against which any
penalties would Be iﬁVokéd;
| Ana we have some spe¢ific items in mind-as to what
they wouldrset standards on. We have discussed this with
the department people.
They would ﬁot want to actually specify these in-thé
statute, but I understand that if they Qere required to
establish standardsiqf performance and conduct audits to

determine if the standards had been met and then perhaps
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just cité these aszexampies in the committee report.

For example, suééess rate of collgctiqns, timelinesé
of establishing court oraers, adequacy of interstate
cooperation, timeliness and effectiveness of establishing
paterhity; and levels of service to welfare and nonwelfare
families -- that these would be examples of the kinds of
things that théy could‘sét éténdards on.

On the penalty itself, the staff proposal says £hét

‘the penalty would be set at not more than 2, 3 and 5

percent. We would be concerned that not more than 2 percent
might be zero -- there should be some penalty involved.
We would thihk that setting 2, 3, and S.peréent; they

could“pick whatever penalty was appropriaté,-or if they '

have another ﬁumber in mind, maybe do that.

And also the‘staff proposal éays'that a State only
.need-pe in substantial.rather than full compliance and,
since that ‘is a rather vague-térm, we wouldlsqggest that
it be defined so that if a State were not in fuli
compliance, the Administration could postpone the penalty

only if the State demoﬁstrated that its compliance was

-—-- we used the word -- purely technical, but not the

substantive kind of nohcompliance, and it wouldn't adversely
affect the program's effectiveness-or that the State was
actively purshing that corrective action so that they

would be in compliance soon.
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So, those are baéically the elements. I did have

an §pportunity earlier to discuss this with Dr. Rubin.
Senator Long. What is the AdminiStration,position?
Dr. Rubin. If you agree to the chaéges that Mr. Stern

described about putting the specifics not in the statute

but in the report, we have no problems with the remainder.

Senator Long. All right.

Senator Armsﬁrong. Has anybody else got any problems

~with that?

' Anything else we need to take up? Are you réady to

report' the bill, Senator Dole?

" The Chairman. I don't know whether we can report the

~bill with four of usﬂhere.

Senatér Armstrong. I hadn't noficéa'that-we wefe:
on;y four. | |

Senator Long. That améndment is agreéd to?

Senator Armstrohg. Yes.. Without objection, that is.
agreed to.

The Chairman. I think we have a lot of vote—switchihg
going on, and hopefully we can-- What is the score on
the various amendments now?

Mr. DeArment. Do you want me to recap them ali?

The Chairman. Just the ones that are in doubt.

Mr. DeArment. Okay. On the Durenberger amendment to

extend the Medicare eligibility to four months for persons
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who lose AFDC eligibility4for.child support coilectioh,
the vote is losing at the moment, 9-10.

The Chairman. You mean Durenberger is iosing?

; Mr. DeArment. That is correct. .
- The amendment isAfailing.

Senator Long. Whicﬁ amendmen£ is that?

Mr. DeArment. That is the Medicaid éligibiiity.
And Senator B%édlef;s'amgndmeﬁt to raise fhe cap on .
ndn—AFDCrincentive paymenfs'to-lZS berqent at ﬁﬁe current
time is winning by a vote of 10-9.

The Chairmén;' What is the7v§té on that?

Mr. DeArment.. 10 tb>9.- N |

The Chairman. Is somebody.not recorded?

er.ADeArment.'.Senatér Baucus is not recorded.

The Chairman. And how muéh does éhat cost? $100
million? |

Dr. Rubin. Yes. SiOO million for five years.

The Chairman. And the othersé I understand the
Grassley amendment waé significant.

Mr. DeArment. The Grassley amendment is passing by
a vote of 12-4.
| -The Chairman. it is all right with me if it is all

right with the rest of you to consider the action final.

I guess if Senator Baucus wants to be recorded, he could.

Senator Long. If my amendment had been the one that
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presented the cost problem, Mr. Chairman, I would.have

been glad to éave the cost of it, but it is'not my
amendﬁent., I think out of the cost items,.what I had to
offer was about the least of them, wasn't it?

Ms. blsoh.~ The 6 percent minimum had a cost of $25
million a’yeaf.

.Senator Long.‘ But>Mr, Packwoqd's amendmen#'was
estimated to cost Qhat?

Ms. Olson. $235 over five»years._

Sénétof Loﬁg. 235, And what doeser.'Grasslgy's.cost?

.‘ Ms,_dlson. Mr. Grassley's tax’intercept”amendmént

has the éost ofu$235 dve: five yeafs.

Mr. Durenberger's Medicaid amendment has a CBO cost

of $25 million a year,‘

The Chairman. What is the one that Bradley had?
Ms. Olson. The Bradléy amendment had a CBO estimated

cost of $lO millionAeéch fiscal year. That is the 125

~ percent ceiling on non-AFDC collections.

The Chairman. According to HHS, it is $100 million.

Dr. Rubin._‘Yes; -That is coérrect. . $100§millibn over

five years.

Senator Long. I sort of feel like the people that
have the expensive amendments ought to come up with
amendmeﬁts to pay the cost of it.

If & had the big amendment, I would be glad to propose
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an amendment.to save for it.

It is all right with me, Mr Chairman; if you want to
put the Eufden on this éommittee to raise the money to
pay for this because I personally thihk it wouldn't be
a bad ideé at all.

The Chairman; No, I am not suggesting that.” I am
just trying to See how:much‘damaée-we have done.

Senétof Long.. I suggest we ought to pay for it.

The Chairman.. Sure. | | |

Senator Loﬁg. Here is the_way we could do it} - We

might need more senators to vote on it, but here is now .

I think jou can do it.

Simply take your breakdown of your cost of your AFDC
program, as to how much you thihk it is going to cost

in each State. Then say, all right, now each State that

lives within that estimate will get the matching that the

law spells out.

If they go aboVeAthe estimate, they get 1 percent less
matching. For example, if you are 50-50 in the State and

you go above the estimate -~ and the estimate is based

on the information the States are providing us -- if

you go above your estimated program costs, instead of
getting450 percent matching, you would get 49 percent.
So, if it is a $100 million program, it would cost

you $1 million to go above your estimate.
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" And my guess is that that would make all those people
committed to those programs stay within their estimate.

And if they stay within their estimate, you don't have

to match the overflow. That gives them an incentive to

stay within our budget.

And if you do that, I think you wbuld save a lot more

of the costs.

The Chairman. Does the Administration have any comment

on that?

- Maybe some of these people who offered these amendments "

would rather nétvhave their amepdmenté passed.

(Laughter). |

We only need-one vote to defeat the Bradley ameﬁdment.
thch I undefstand>aoesn't do ahy good in.any event. It
is just another cost-shifting. Is that true?

Dr. Rubin. That.is our interpretation. Yesf

The Chairman. -What does it take to report a bill?

How many?

Mr.vDeArment. Eleven mémbers.

The Chairman. We seem to be a little short.

(Laughter)

Senator Bradley. What was tﬁe question?

The Chairman. How many does it take to report the
bill?

Senator Bradley. Well, you know, we are working that
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way. You are right. So, what are we going to do --
adjourn for é while?

The Chairman. I think action on the bill has been
completed;: Is that>¢orrect?

Senator Armsfrong. Yes.

Tﬁe Chairman. There are no further’amendments;

SénatorlBradléy. Sd} we are just waitiné,fo report it
out?

-\Thé Chairman. I guess we ough£ to get some
parliamentary adviée here. Could we agfge touréport it
out?.

Mr. DeArment. That has been done.

Tﬁe_Chairman; Could»you'poll ail the members?

Mr. DeArment. We could pbll‘other membé:slénd
consider all --

Senator Lbng. " Mr. Chéirman, might I just suggest that
we agree to take a'final'voﬁe on this at some_time when
we have a quorum present?

The Chairman. That would be better because we may
have to find a wéy to dig.up that $.5 billion that has
been added this morning. So) that would give us a little_
time to wokk on that.

Senator Bradley. Mr. Chairman, if aétion had been
completed on the bill, would we then be just vot;ng on

final passage of the bill to the floor? Is that what the

Moffitt Reporting Associates
2849 Lafora Court
Vienna, Virginia 22180
(703) 5739198




-1

12

13

14

15
16
17
18
19
20
21
2
2
24

25

vote would be?

The Chairman. E#cept,£hat Seﬂator Long sugéestga a
way‘to pay'forAall these add-ons that yoﬁ and others have
added on. So, maybe we had better not fofeélose it with
that possibility.

Senator Bradley. 'Would that mean, then, that the
votes are still open?

The=Chairman.. They,ha&e beén'open all mbrning; I
can tell ——

(Laughter)

The Chairman. I switched somé,_aﬁd you switchéd'sqme.
I have odly.got oﬁe moré't§_cohtact. THow_manf more d§
yqu.héveé |

Senator Bradley. One:

(Laughter) |

Senator Bradley. We are probably goihé for tﬁe séﬂeone..

(Laughter) | |

Thé Chairman. I thihnk he ié out'ofvtown.

I think we should quit.

Senator Bradley. -when will we get back'together?
Just from a scheduling standpoinﬁ., |

The Chairman. Soon.

Sépator Bradley. »Okay..

(wheréupan, at 1:20 p.m., the'hearing was recessed

to reconvene sine die.)
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