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EXECUTIVE SESSION

SUPPLEMENTARY FUNDING RESOLUTION TO IMPROVE REVENUE

ESTIMATES

EXTENSION OF TEMPORARY DEBT CEILING

OTHER COMMITTEE BUSINESS

Thursday, March 16, 1978

United States Senate,

Committee on Finance,

Washington, D. C.

The committee met,. pursuant to recess, at 10:16 o'clock,.

a.m., in Room 2221, Dirksen Senate Office Building, the

Honorable Russell B. Long (Chairman of the committee)

presiding.

Present: Senators Long (presiding), Talmadge, Byrd,

Gravel, Haskell, Moynihan, Curtis, Hansen, Dole, Packwood,

Roth, and Danforth.

Also Present: Messers Stern, Pritts, Shapiro, Wetzler,

Galvin, Swoap -- Staff.

The Chairman. Mr. Stern, what is our next order of
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businiess?

Mr. Stern. Senator Curtis raised before the committee

a few weeks ago a proposal to improve the revenue estimates

by funding the Chase Econometric Associates proposal to

develop a capacity for measuring feedback. A number of

menbers of this committee have been disappointed that the

revenue estimates are always based on a static assumption,

namely that everything will continue as it was before, but

with a change in the tax law -- even though the change itself

was designed to change the way people behave.

The Chase Econometric Associates have a model that is

used by Treasury, by the Joint Committee, and by the

Congressional Budget Office. -They have proposed that an

additional $250,000 would enable them to build this kind of

capacity into their estimate making.

To do this, the committee would have to approve a

supplementary resolution and go before the Rules Committee

and qet this approved by the Senate.

The Chairman. Senator Curtis is not here to discuss

it, but he explained something about his views on this

before.

Let me tell you what concerns me about this issue. I

think that Senator Curtis is right.

We look at tax proposals which on their face would appear

to cost a considerable amount of money. Now some of those

* ALDE. ON REPORIING COMPANY. INQ.
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proposals have a remendous amount of feedback in them, the

investment tax credit, for example. It is estimated that the

cost of this is about $9 billion. If you repeal the investme

tax credit, you probably wouldn't make a nickel. The governm,

would probably lose several billion dollars of revenue becaus,

people would quit placing orders.
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Senator Talmadge. We had that experience, if you

remember, once before. I believe the same administration that

asked us to repeal it came back on bended knee and asked us

to put it in again.

The Chairman. In six months they were frantically askinc

us to reinstate it. In each case the estimates were just

exactly the opposite from reality when you saw what happened.

We are just not giving the Senate the best advice if

we do something whereby failing to look at the secondary

and tertiary effects our estimate is badly in error, either

on the plus side or the minus side. We ought to try to take

,account of the various things that would be involved and come

1 up with an estimate that takes these things into account.

Mr. Roth made the point with regard to the tax cut

that President Kennedy recommended, which included the investment

iltax credit. That was a big item of it. But the package as

a whole, given the opportunity to work its way through the

leconomy, was not a revenue loser. It was a revenue gainer.

We ought to try to have the evidence to more accurately

reflect what the overall effect of one of these things would

be. It is difficult to say when you have a lot of facts to

prove that the economic result causes something to bring a

lot of feedback which brings additional revenue into the

government. We ought to try to know that just as we ought

lto try to find out on some of these things whether in the long
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run it would cost a great deal more than it appears to cost

just on the face of it.

So I think that it is a good proposal and I would hope

that we would agree to it. I would be glad to ask the Rules

Committee to provide the funds for it.

Senator Packwood. Mr. Chairman.

The Chairman. Yes, Mr. Packwood.

Senator Packwood. I have no quarrel with Chase

Econometrics. I find their material good. But why can't the

Joint Committee-do the samd thing that they can do?

The.Chairman. Weil, I guess it could.

Mr. Stern. Mr. Chairman, actually the Joint Committee

does use the Chase model, as does Treasury and the Congressional

;,Budget Office. By providing this additional funding, you reall'

;should be improving the quality of the estimates that-are made

1for the Congress.

Senator Packwood. All I am saying, Mike, is that I am

reasonably satisfied With what I get from Bob in the Joint

omittee. I don't see what further we get.

Is Chase going to give us a different set of projections

r is it simply going to provide more information which the

Joint Committee then can use?

Mr. Stern. What you should get is estimates other than

Istimates based on a static model. In other words, when you do

change the tax law, such as in the case of the investment credit

AL~SO ~5YRTMZCONANY. INC-
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and so on, you are trying to change the way individuals and

businesses act. And yet, the revenue estimates themselves

usually assume no change at all.

Senator Packwood. I understand that.

Mr. Stern. That is the capacity that should be changed.

Senator Packwood. Doesn't the Joint Committee have the

capacity to do that?

The Chairman. Bob, let me just tell you why I think

we ought to do it ourselves.

The goint.Committee works for the Finance Committee and

it also works for the Ways and Means Committee. That Joint

Committee staff is expected to have a certain amount of

independence or judgment, which is not necessarily the view

of the Finance Committee, but is really more or less the view

of that staff itself.

Just as the Treasury can come in and give is one

estimate, the Joint Committee staff, if it wants to, can give I

us a different estimate. The Budget Committee might want to

come up with a different estimate, and the Congressional

Budget Office with something else and the Joint Committee

on the economic report something else. But when we report a

bill as the Committee on Finance, we ought to be privileged

and we ought to have enough expertise to say for ourselves

that here is what the Finance Committee thinks this will cost,

or here is what the Finance Committee thinks this will raise.

ALCER.SON REPORT:NG CCMPANY, INC.
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While we could look at everybody else's statement, if we

really think that, we ought to have the privilege of saying

so and putting a recommendation out which is the view of the

majority of the members of the Finance Committee.

Now the minority might want to say that I think this is

wrong as the dickens, but at the same time, any time we can

agree on something, we ought to be in the position to support

it.

Senator Roth.

Senator Roth. I agree with the Chairman.

One thing that has concerned me recently is this.

The Budget Office has obviously released their figures

slanted toward their position. Let's take as-',an example the

college tax credit. They came out with a very long financial

study backed up by some of their -- I think it would be

nice basically if everybody kept neutral, if that were possible

and you had one center. But.1 think it is important that we I

have figures here for this committee as the one primarily

responsible for taxes.

The Chairman. Let us just look at what happens.

Suppose we take an item such as Mr. Roth's amendment.

It is just par for the course -- I done t care who is doing it,

especially if it is an Executive Agency doing it. If they

don't agree withyour proposal, they are going to put a high

cost on it; and if it is something to raise money, they will

ALMION RZOR..NOG CCPANY. $aC
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put a low estimate on it if they don't agree with it.

Now if they do agree with it, they are going to do busir

just the other way around. It tends to work out that way.

At least we suspect so.

If you think the Treasury is bad that way, just go and

look at HEW. Their ratio is roughly 200 to-l, depending upon

whether they are for the proposal or against the-proposal.

We could get all kinds of advice.

Now if we put it on the Joint Committee staff, suppose

you have the Joint Committee against the proposal and the

Finance Committee for the proposal. That would leave Mr.

Shapiro and his group right in the middle. So I think it

would be better if the Ways and Means Committee wants to be

against something, for them to come out with what they

estimate and for somebody else to take a different point of vil

I think that those of us who favor the proposal ought to be

able to put the revenue estimate on it that we think it

deserves.

So, what if you do wind up with three or four different

estimates? You still have the satisfaction of the one that

you are supporting on the Senate Floor being the one that was

appraised by you, the cost of which, if you want to do it,

was estimated by your own committee.

If they want to, the people all can have their own

different views.

ess

aw.
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Regarding the item of the investment tax credit,

when Mr. Woodworth was in the position that Mr. Shapiro now

occupies, I pressed Mr. Woodworth about the fact that they

were not giving us any feedback at all on the investment

tax credit at the time we were legislating on it. The estimate

when we put it on -- the economy wasn't as big and the rate

wasn't as high -- was that it would be a $5 billion revenue

loser. Well, the way it worked out for the economy, it appears

to have been a $5 billion revenue gainer.

Then we repealed it. To repeal it would be like a tax

increase so we should have made money. The estimate was that

we would make about $5 billion. Instead we lost about

$5 billion.

So, after a while, the President frantically urged us

to put it back on. Well, when we put it back on it looked

as though we were giving a tax cut. Well, we made money withl

it.

Every time we put it on, it appears to have made money,

even though we estimated it would lose us billions; every

time we repealed it, it lost us money, even though we estimated

it would gain money.

So it there is obyiously a tremendous feedback involved

in that. I almost had to twist Larry Woodworth's arm to

make him find somebody who would give us any feedback at all.

It wound up being the Wharton School and Mr. (Kline], who

ALDR$ON REPORTING COMPANY. INC.
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Mr. Carter had recruited as his economic advisor when he was

running for President.

They gave us a 30 percent feedback factor. Now I think

that is too low. But in any event, it seems to me that if

we want to, we are entitled to look at whatever factors we

want to look at and to put our own estimate in there. That

is what ought to be reported out.

Senator Curtis. Mr. Chairman.

The Chairman. Yes, sir.

Senator Curtis. I support your viewpoint.

I think the worst thing we could have would be to have

a monopoly, a one-source monopoly on these estimates. This

is because there are a great many judgment factors and

economic viewpoints involved. If we have a role and somebody

else violently disagrees, why we can hold a meeting and have

them both spread out on the table what their assumptions

were and let them defend these. We can then make a decision

that is more apt to be accurate because it doesn't make any

difference what field you are dealing in.

I think it is exceedingly important because we are

living in a day when everybody respects the computer.

When somebody proposes something and some fine young person

comes up and tell us clearly and in detail how many jobs it

will mean ten years from now and how much revenue, and so on,

you know there had to be a lot of assumptions that were just

ALDERSON REPORTING COMPANY. INC.
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human guesses to come up with any answer like that. We not

only are in danger to becoming slaves to computers, but also

to being totally wrong in some instances if we don't consider

all of the possible angles and check them against each other.

The Chairman. We have to find out how people-arrived

at this.

This committee, for example, wasn't handling the Natural

Gas Act, but we had to vote on it. We were told that if

the price of natural gas went above $1.75, you would not get

one additional cubic foot of natural gas by going any higher

than that. That is what we were told. We legislated on that

assumption. At least, we were told that day in.and day out

by the Department of Energy.

So finally somebody bothered to find out how the Departnent

of Energy arrived at that estimate. Do you know how they

arrived at that?

They proceeded on the assumption that if the gas were at

that price, all the drilling rigs that were available would-

be working; and that being the case, you would not get any

more gas if you went beyond that price to encourage more

That was based on the assumption that they could

manufacture 200 rigs a year. The industry could manufacture

2-,000 rigs a year if you wanted to put enough incentive behind

it. So there is an estimate that was used all through the

ALDERSON REPORTING COMPANY. INC.
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debate which was based on a total and complete fallacy.

It seems to me that the same thing could be true with regard

to these revenue estimates.

Would you care to comment on that, Mr. Shapiro? I

know that you might have a different view or at least you might

look at it differently than we do.-

Mr. Shapiro. Let me say that I think your discussion

this morning has been relevant for the purposes of the committee

having more of the information from a revenue standpoint.

I think it may be helpful if I give you a little. bit of

background as to what type of information you are going to

get.'

This may not be inconsistent with what you are saying,

but you will not be getting revenue estimates that will tell

you, for example, the revenue cost of a tuition tax credit, or

necessarily the revenue costs of a capital.gains change.

In other words, this Chase Econometric model won't go into

specifics, like the type of estimates we give. The problem

that we have is we do not have the capability with the

information we have to-crank in the feedback sothat we can

have any reliance that it is accurate, which is the reason

why there has been hesitancy on the part of this staff and

Treasury in the past to make predictions that we consider

accurate.

What we have done is to look at a static situation, saying

ALDERSON REPORTING COMPANY. INC.
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these data are the tax return information for a given year;

we assume that you make a change; what would that effect

have been.

It does not necessarily crank in the feedback, which is

a concern and which we understand.

We do use these econometric models. we consult with

Chase and Data Resources and some others. In: looking at

these models, the information that we get from them is that

when you have a given productive capacity, in other words,

when you have assumptions that are in. the models, and let's

assume that you have a $25 billion tax cut, what will that

do from an economic standpoint, and the models today predict

that. We make that information available to you.

What the models do not have today which you will be

getting with respect to this particular proposal that is bein4

made is to show the changes that would affect productive

capacity. For example, assume that you have a $25 billion

tax cut, it would show the impact on labor force changes;

the impact on employment; the impact on consumption; technolo ical

changes. In other words, it takes those things into account.!

None of the econometric Mhodels today have that capacity to do

it in the way the Chase is proposing to you, and it may be

that some additional economic data would be helpful to the

committee.

It would not be precise. For example, it would not be

AEXERSON IRPORTING COMPANY, INC.
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a situation where you would say the investment credit would

be increased or changed and what would be the feedback of

that given level. You may not be able to get that. But,

given the information that this model is able to give to you,

we may be able to make some assumptions, given.. th*-revenue

effect on the static situation, the econometric assumptions

that they give, and be able to give you a better feedback

than we are able to today. But I don't want you to have the

impression that this model is going to show you the cost

of an investment credit with a feedback built in so that you

know the exact'increase in productivity from one change. But

it will give us better information, hopefully, and.give:.us

better assumptions with respect to a static situation plus

the productivity changes that..they put into their model.

Some of these aspects they are doing today, but they

are not doing them as completely and to the extent that

they are proposing to do it now, to give as much of the

information as you would like.

The Chairman. If we got that, would that be information

that would be helpful in arriving at a correct decision?

Mr. Shapiro. I think it would help. In other words,

until we see the information they come out with and how

reliable it is, we don't know. But if they develop this

model -- you see, this is not a model that exists today. They

are proposing to do it if they have someone who is willing

ALDERSON REPORTING COMPANY. INC.
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to use it, and if you provide for this funding, they will

work on this model. If the information they put out is

reliable, it could be very helpful. We just have to wait

and see how the information is developed.

The Chairman. Senator Hansen.

Senator Hansen. Mr. Chairman, I want to follow up on a

point you made. I don't understand nearly as much as I wish

I knew about the precise model we are considering here, but i4

seems to me that the need for whatever additional information

we can get certainly can't even be challenged.

Let me give you one example which will illustrate the

concept I have which I think argues strongly in support of th 4

proposal that the Chairman, Senator Curtis, and others

endorse.

We have had all kinds of estimates over the energy

situation concerning natural gas and crude oil. If you

want to talk about one group of economists, you can get a

statement that I know Senator Jackson has made repeatedly,

which is if we deregulate natural gas, it is going to cost the

consumers X number of dollars. You can get equally reliable

estimates that will say that it won't cost us but it will

save us this much. Some of 'he factors that e inherent in

that situation are these.

As our dependency on outside sources increases, what

likely will the OPEC countries do for one? What will happen

ALDERSON REPORTING COMPANY. INC.
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in our own country insofar as alternate sources of fuel

go.

Now the presumption,;a simplistic one that I think

oftentimes has been made by the Administration, is that these

things aren't going to change. You are going to be-able to

buy substitute fuels or other energy sources here at the same

price that now exists. My point is that as the whole supply

and demand situation changes, these other factors change, too

If a person'is-supplying coal, uranium, or whatever it is,

and the price goes up, he is going to up his price a little

bit, and conversely, or on the other side, I think that the

OPEC countries will not be unaware of the fact that more

people are depending upon them for energy.

I should think that this same overall situation is

very relevant to what we are talking about right here. I

would hope that we could have the best information available

and that we would have thez.advantage of being able to offer a

look at the other side so that we don't just get one source

of information.

I think the great advantage of research is the more it

can be spread out and diversified, the more it can be

state oriented, as contrasted with one single federal operation.

If you have it all done by one source and they make a mistake,

it is a very bad one. If you take American agriculture as

an example, and each person makes his own decision, then one

AL.DERSON REPORTING COMPANY, INC.
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farmer may make a bad mistake, but they are not all going to

make the same bad mistake. But if you have a system such as

they have in Russia, where somebody says what every farmer

in the country is going to do, you can really get off the bas

It would seem to me that this same logic argues very strongly

for adopting what the Chairman recommends.

Thank you, Mr. Chairman.

The Chairman. This is Senator Curtis' proposal And

I think it is a good idea. I think we ought to get the

information and see where it leads us.

will all those in favor say aye.

(A chorus of ayes.)

The Chairman. Those opposed, no.

(No response.)

The Chairman. The ayes have it.

Let's take the next item of business.

Mr. Shapiro. The next item on your agenda is the

extension of the temporary debt ceiling.

The House has as yet passed a bill. It is before the

Senate.

The Ways and Means committee actually reported a bill

a week or so ago that raised the ceiling to $824 billion

through March 1, 1979. This was defeated on the House Floor.

The Ways and Means Committee has had subsequent sessions

and the OMB has reviewed the situation and determined that it

ALOSRSON R~EPORTING COMPANY, INC.
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could continue the present level for an additional period of

time.

The present debt limit is $752 billion, which is a

1)'
% temporary level, which is intended to expire on March 31, 197E.

6' As you know, we have a $400 billion permanent debt

ceiling and a temporary $352 billion for a $752 billion tqtal.
7

The $752 billion total expires March 31, 1978.

OMB has indicated to the Ways and Means Committee that

it could continue with the present $752 billion for four

additional months, through July 31, 1978. The Ways and Means

Committee has agreed to that and has ordered a bill reported

to continue the present ceiling of $752 billion for four

I additional months, or through July 31, 1978. That has not bee4

considered on the House Floor. But in view of the fact that

the debt ceiling expires on March 31 and there is a

o congressional recess at the end of next week, it may-be that
17

the committee would like to review this':-situation and if it

-should agree to the present Ways and Means Committee positionj
19

and assuming that passes the House, you could hold the
20

House passed bill at the desk and have the Finance Committee

22 take its position with regard to that and take it right

from the desk.-so that the debt ceiling would not expire

before you come back at the end of the Easter Recess.

Senator Byrd.-Mr. Chairman, may I be heard on that.

The Chairman. Yes, Senator Byrd.

ALDERSON REPORTING COMPANY. INC.
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Senator Byrd. It seems to me that Mr.Shapiro has made

an excellent suggestion. 'There would be an opportunity for

the Finance Committee to agree with the Ways and Means

Committee, which we don't always do, I am glad to say.

But since the Ways and Means Committee has approved

continuing the $752 billion debt ceiling until July 31,

it occurs to me that that is a good solution to the problem

at the present time. I would hope that the committee would

agree to go along with the proposal submitted to the House

by the Ways and Means Committee and thus settle this problem

because it has to be settled one way or the other before

we go on our Easter Recess. If not, the temporary debt

ceiling will expire at the end of this month.

I would urge the committee, Mr. Chairman, to take the

same course of actions that the Ways and Means Committee took.

The Chairman. All those in favor say aye.

(A chorus of ayes.)

The Chairman. Those opposed, no.

fNo response.)

The Chairman. The ayes have it.

Mr. Stern. Mr. Chairman, there are two minor things

that we wanted to bring up in connection-vith drafting one

of the bills that the committee ordered reported. The first

is H.R. 7581, the telephone company bill.

Mr. Shapiro. One provision that was agreed to by the

ALEROI4 REPOR-NG COMPANY, fNC



2 committee was an amendment sponsored by Senator Matsunaga 4

This dealt with the earned income credit.

A question arouse after the committee agreed to that.

The specific amendment was to permit the earned income credit

to be available in the case of grandparents, for example,

where they have children as dependents. The question is should
C 71

this be adult or minor children. That question was raised

after the committee made its decision.

The staff has subsequently talked to Senator Matsunaga

and as we unders-and it, he w uld like to say that it is for

a minor child. In this way the earned income credit would be
72

available when grandparents have, as a dependent, a child

;I which usually would be their grandchild. It entails essentia;ly

using the word "minor." We would like to make sure that the

0 committee would agree to that for purposes of.draifting.

The Chairman. Is there any objection?

(No response.)

.n The Chairman. If there is no objection, it is agreed
19

to.
20

Mr. Shapiro. The next matter is that the committee

2-eed several months ago to an amendment sponsored by

Senator Talmadge dealing with tobacco cooperatives. At the

time the committee agreed to it there was no bill before the

committee. The bill that the committee reported as K.R. 7581'

could be the appropriate bill to which the Talmadge amendmfent,

ALoERSON REPORING COMPANY. INC,
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with respect to tobacco cooperatives could be added.

The committee has already agreed to the amendment. It is

just a question of putting it on an appropriate bill, and you

-could add it to this particular one.

The Chairman. Without objection, then, we will add

it.

Now what other matters do we have that we ought to

consider at this point?

Mr. Stern. Those were the only matters that we were

going to bring up, Mr. Chairman.

The Chairman. That about the child support measure?

As I understand it, Senator Griffin introduced a

resolution to disapprove the child support regulations

of theDepartment. Everything I have read about this up to

now has-indicated that those child support regulations amount

to a billion dollar subsidy for welfare fraud.

I would like to ask Mr. Galvin explain what that

problem is as he sees it and what reaction he-is:getting

from the states about that matter.

Mr. Galvin. We have heard from several states on the

question. Mi.chigan, in particular, came up with what they

consider firm estimates on the cost that it would be, primarily

to the AFDC agency. That was in Michigan, which collects

more than any other state in the country in child support.

It would cost $12.1 million additional in administrative costs

ALDERSON REPORTING COMPANY, INC.
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to handle this.

Michigan has 5.5 percent of the AFDC case load, and

if you project that to a national figure, this would amount

to approximately $220 annually to implement the regulations.

En examining the regulations that implement Section 208

of Public Law 9488, I found that both the AFDC and the CSE,

the Child Support Enforcement Regulations, are contrary to

law.

The law is quite specific. It says that "the applicantl

or recipient must cooperate with the state in establishing

the paternity of a child born out of wedlock with respect to

whom aid is claimed;" and (2)"for a bhild with respect to whom

such aid is claimed or entailing any other payments or support

due such applicant or such child." Section 208 added "unless

in either case such applicant or recipient is found to have

good cause for refusing to cooperate, as determined by the

state agency, in accordance with standards prescribed by the

.Secretary, which standards shall take into consideration the

best interests of the child in whose behalf such aid is

claimed."

The AFDC regulation requires the state or local agency

to notify the child support agency, and it requires the child

support agency to suspend all attempts to secure support or

to establish paternity when the applicant or recipient files

a claim that good cause exists, even in those cases in which
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support payments are being paid and/or paternity has been

established, and in those cases in which support could be

obtained or paternity established without the cooperation of

the parent or caretaker relative. It may not proceed on the

case until they receive a notice from the AFDC agency that

has determined that good cause for refusal to cooperate does

not exist.

Since the law states specifically that cooperation by

the applicant or recipient is required, until such applicant

or such recipient is found to have good cause for refusing,

then it is contrary to the law to submit and make the child

support agency suspend all operations if there has only

been a filing of a claim, and that is what the.regulations

do in.one part.

The -Chairman;...Let me ask you this. Is your position in

that respect supported by some of those who work for state

governments?

Mr. Galvin. Yes, it is. It is supported by Georgia,

Michigan, Massachusetts, Florida, Tennessee, and the

child support people in California. Those are the ones from

whom I have heard so far.

The Chairman. In other words, as I understand it,

they say that the refusal of a mother to cooperate in identifying

the father cannot serve as a basis for granting the welfare

claim if all you have is a mere filing of a claim.

ALDERSON REPORTI NG COMPANY. INC.
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Mr. Galvin. That's right. That is exactly what the

law says, sir.

The Chairman. *They contend that what HEW is seeking tol

do to help these people get welfare checks when the father

is well able to support the family is to help perpetuate fraud

in many cases. This is really a direct violation of the

law that we passed up here.

Mr. Galvin. That's right.

The Chairman. Here is the kind of thing that concerns

me about this.

We have all kinds of cases on these rolls, such as

where some mother comes in. The papa is living right there

in the house with her and is making about $1,000 a month.

He drives her-aand the children right up to the welfare office

and escorts them in. She goes in and files her application.

We passed a law saying that every effort should be made

to determine who the father is and to seek support from the

father before these people are put on the rolls at taxpayers'

expense.

The rolls have doubled and then they continued to increase.

when the man-in-the-house rule was striken down. No note of

the fact would be taken that here was the mother li.ving with

a man who was presumably the father.

But logically, if a mother in that situation wants the

state, the government, to support those children, she shouldn't

ALDERSON FEPORTING COMPANY. INC.
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be able to have it both ways. She shouldn't be able to, on

the one hand, demand support of the state on the grounds

that she has no support available from that father and then

decline to tell you who the father is and reserve her right

at the same time in the evenththat the father should leave

that home to then proceed to sue him for Child support.

In other words, it would seem to me that if she wants

to claim support of the government for that family on the

theory that the father cannot be made to support them, she

shouldn't have the right to put that family on the back of th

taxpayers and then to reserve the right, any time that papa

might decide to leave or make himself unavailable to her,-to

the;. proceed to sue and get money from the man.

In other words, either the man is available to support

that family or he is not. She ought to have to take her

choice either to waive the right to call upon that man to

support those children in the future or else to identify the

father, in which event we pass laws to say that she doesn't

have to sue them. If we have to support those children, we

will sue him to get the money.

But now we have HEW, as I understand it, trying to give

us a regulation -- you know, we were willing to go along with

the farce of saying that she doesn't know who papa is. Well,

we might even go along with her in saying she doesn't have

to give us her best guess. But to say that she can have it

ALDERSON REPORTING COMPANY. INC.
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both ways -- that is another thing. She might say, "Well,

I'm afraid that he might beat me up if I tell you who papa

is." So, you put her on the rolls and pay all this money out

and you put them on by the tens of thousands across this

country, and pay out literally billions of dollars to subsidiie

welfare fraud. That is what that regulation is as I see it.

We have fought for years to try to stop that mischief.

The program has a bad name among the people of this country.

You have families living side by side and papa is with

both families. I am not saying whether he is married or not;

that is immaterial. But one family goes down and gets on the

welfare rolls for an extra $5,000 even though papa is making

$12,000 a year. So, they are getting $5,000 in welfare

benefits, and they can live a lot better than the family next

door, where the people have a sense of morality which would

prohibit them from defrauding the taxpayer.

So the result is that the family that does business

as honorable people have to live at a much lower standard of

living than their neighbors next door and nobody is ever

going to ask mama to even identify papa. All she has to do is

say, "Well, I am afraid he might come in here and beat me up

and terrify the child if I should identify him."

So, she can live right with him. They can enjoy that

family income, enjoy $5,000 in additional income in addition

to that for just a mama and one child, and look down their

ALDERSON REPORTING COMPANY. INC.
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noses in scorn at the people next door and say to them, "Why

you silly folls. All you have to do is go down there and

get your money, too."

That is the kind of welfare outrage that middle income

America resents bitterly. They are right about it. They are

paying tax money to support that kind of fraud.

If this Administration is going to try to advance that

kind of welfare myth, that kind of disgrace on the taxpayers

of this country, then I predict that they are going to totalli

fail with their so-called plans about welfare reform.

If their idea of welfare reform is to defraud and cheat the

taxpayers of this country, they are going to find themselves

defeated.

It looked as though Mr. Calif ano was only one man in

that whole Department who seemed to think that welfare reform

meant something other than just mailing out more checks.

I have called the Secretary and I asked him to hold up

those regulations to give us more time to look into this

matter and act on it, but I have not heard back from him.

I called him this morning. If he would do that, I would

be willing to take a little more time and have this in a more

orderly fashion.

But it seems to me that we gave ourselves the right of a

one House veto, anticipating that just this kind of outrage

might happen. I think that if we have no choice, we will have,
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to do it.

Senator Moynihan.

Senator Moynihan. I think that Senator Gravel was

here first and he may wish recognition.

Senator Gravel. Thank you.

I think -there is some confusion, Senator Long, because

if what is happening is what you are saying, I think we are

-as outraged as you are. But the facts that I have received

are at variance with that.

Senator Laxalt. I can hardly hear you, Mike.

Senator Gravel. Oh, sorry.

The facts, as I have received them, are different from

that. So I am fairly confused as to really what is going on.

As I understand it, all that is being asked in .these

regulations is that a woman can fefuse to cooperate if there

is emotional harm. The key words ar&"emotional harm."

Now how do you define that? She can't come in

capriciously after her husband or her common law spouse has

dropped her off at the welfare office and refuse to recognize

that situation. She has to have proof, documentary-proof,

with respect to incest and other activities of that nature

which would obviously demonstrate emotional harm to her and

to the children in question. That is what is involved.

I can't imagine that we have a large bureaucracy here

that is just going to refuse to pick up money in that regard.
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Senator.Maynihan. It occurs-to me that it might be

useful if our subcommittee held hearings on this and got a

record for the committee that responded to these questions.

It comes awfully new to me. I wasn't even aware that these

things were happening. Then, I think these regulations go

into effect.on Friday.

Don't they, Mr. Galvin?

Mr. Galvin. The Register says .on Friday, but the date

is -incorrect. They cannot go into effect on that date.

It is against the law.

Senator Gravel. I think .what the Senator is referring to

is we have until today to act on our 60 day limitation of a

veto, a one House veto, is that correct?

Mr. Galvin. We have through the 23rd to act. The law

states specifically that when it is received by the Finance

Committee -- it was received by the Finance Committee on

January 24.

Senator Gravel. If Senator Moynihan-is correct that hel

can hold hearings with some dispatch, even if the regulationsl

went into effect, we certainly can overrule those regulations

can we not?

Senator Curtis. But why not hold up the regulations until

they come here and justify them?

Senator Moynihan. Is there someone here from HEW who

can tell us if they would be willing to hold them up?

'IALZERSON REPO= T1NG COMPANY. INC.
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Senator Gravel (presiding). Is there somebody in the

audience from HEW who can give us a report on this? If so,

would you please come forward and take a seat right there?

Ms. Amidei. I am Nancy Amidei, Deputy Assistant

Secretary for Welfare Legislation in HEW.

Senator Gravel. Would you please take a seat.

Ms. Amidei. Thank you.

Senator, the Secretary has been talking with Senator

Long already once this morning, as he mentioned. As a resultl

of that conversation he has asked the General Counsel's

Office whether or not it is within his authority to hold them

up at this point. He is not sure that is clear and he has

informed us that he is sending someone up from the General

Counsells:.Office who ought to be here any minute,.and who will

be able to tell us.

Senator Gravel. Is it a proper inference, then, that if

he can legally do this that he would try to accommodate the

committee?

Ms. Amidei. It's possible. I think their first readin

of it was that if he did not put the regulations into effect,I

the entire program would have to stop, that they were taking

a look at that and someone should be here shortly.

Senator Gravel. That is the information that I had

received independently, too, that inactivity would thwart the

law that has been on the books for two and a half years.
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Newcastle when you are talking to me about that.

2 (General laughter.)

Senator Moynihan. I think there are enough people who

have a view here -- you know, I would like to say, even thoug-

the Chairman is out of the room, I would like to take the

61
opportunity to point out that I hope the members of the commit tee

7
saw the story by.Spencer Rich in the "Washington Post" this

-Monday, called "Runaway Fathers Program Proves a Major Success."

It is a very straight, very competent story and cites,

10
among others. Secretary Califano, who says'that this program

is a success. He warmly praised Senator Long for his effort

!2
e to get it enacted in 1974.

But we have to recognize that the HEW bureaucracy thought
I A

it was shocking, and the "Washington Post" had some not very

friendly things to say, which Spencer Rich in the "Washington

Post" quoted. An editorial had said that it was an unwarranted
u171

0 intrusion of the Federal Government into our personal lives

I which would yield little while costing a great deal, et ceter,
191

et cetera. It said that benefits are minimal at best and the

dangers are incalculable.

21
Well, they didn't turn out to be that. As Mr. Rich

says today no one is sniggering :about the fact that 1 million

parents who would otherwise pay nothing but are now making

payments.

I would like to say that this HEW bureaucracy is curiously
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blind about some things. They have never seen this as an

issue of woman's rights.

Women have a right not to be abandoned, not to be left I

somehow with the full responsibility for raising children

for whose existence they have only one-half the responsibility.

'One of the problems is that in HEW the bureaucracy

that handles welfare isn't the bureaucracy that handles women s

rights, and they can't cross this over. Russell Long, who has

been the object of an awful lot of anathematizing by some pret

soft minded people in the city has done as much for women's

rights in this respect as any single piece of legislation

that I know.

On the other hand, I think that there are these other

questions, such as in what circumstances ought a mother propel

not wish to reveal paternity. There are obviously such

circumstances and I think these regulations were designed

to deal with them. Since they were drawn up by HEW, I don't

much trust them, but I would be perfectly happy to have a

hearing for you.

Senator Gravel. Senator Curtis.

Senator Curtis. May I ask Mr. Galvin something?

Could we take some action here today that would maintai

the status quo prior to the proposed regulations and hold it

up until we had this hearing? We are going to have a hearing.

We want the Michigan people and the local people to have-a
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chance to tell their story, too.

Mr. Galvin. The law gives you only one choices the

veto resolution, which would stop the regulations completely.

it would leave the former regulations in.

The other alternative is that the Congress could pass a

law to suspend them, as it has done in child support, and that

it be signed by the President.

Those are the only two alternatives.

Senator Curtis. We could veto today with an understandi

that we would listen to see if we could agree on a new

regulations that they wanted to issue, couldn't we?

Mr. Galvin. Yes.

If one House passes this, then they would be held up.

You wouldn't necessarily come up with the same regulations.

.This is one of the problems with these regulations.

The first set of regulations that were drawn up in 1975 were

roughly one column long. It had three types of reasons

that it would be in the best interest not to pursue it further

The current regulations are seven columns long in the

"Federal Register," and, of course, to read and understand

them does take a considerable amount of time.

But in view of that, it is surprising to me with the

philosophy that the Secretary has espcused that he did not put

in proposed regulations so that everyone would have a chance

to comment on it.and have a hearing.
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They were requested by the National Welfare Rights

Organization, who was:zrepresented:by-the Canter for Social

Policy at the hearing in November of last year, and the views

basically represent quite a bit of what the Center for Social

Policy has been in favor of.

Senator Gravel. Excuse me, but did you just say that

there were no proposed regs?

Mr. Galvin. No. They had proposed regs. They were

proposed in August of 1976. It has taken until January

before --

Senator Gravel. They were commented on extensively

by a lot of people?

Mrv Galvin. -- they were commented on extensively.

There are approximately 1,700 comments that were received,

of which roughly 90 percent were against the regulations

because they were going to hurt child support.

Senator Gravel. Because they were going to what?

Mr. Galvin. Because they were going to Cause the w4hole

child support enforcement program to just break down.

That is in the preamble.

Senator Gravel. Excuse me, but to make the statement

that 90 percent of the people commenting on the rags and then

the regs coming into being is a little bit preposterous.

It is preposterous that the Secretary would bring out rags

to which 90 percent of the people are proposed. Or a
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preposterous statement has been made by staff that that is a

fact.

Mr. Galvin. I am merely quoting the preamble.

Senator Gravel, I have the organizations before me

which testified: The American Academy of Child Psychiatry;

The Child Welfare League of America; The Federation of

Protestant Welfare Agencies; The Citizens Committee for Child

Legal Services; Legal Aid Programs; AFDC recipient groups froM

Alabama, Connecticut, California, Hawaii, Illinois, Indiana,

Iowa, Kansas, Massachusetts. Are you telling me that 90 perce:

of all of these people have commented -- and I am just reading

a partial list -- against the regulations and now the Secretaxl

is jamming this down their throats?

Mr. Galvin. Let me read what the preamble to the

regulations say.

"We received approximately 1,700 responses to the notice

from private citizens, state and local welfare and child

support agencies, district attorneys, friends of the court,

legal service organizations, advocate groups, and others.

Approximately 1,500 comments were from private citizens, who

responded primarily to various newspaper accounts of the

proposed rule change..Over 90 percent of these objected to

the proposed change.

"The most common reasons given were that the proposal

will create a loophole in child support enforcement programs.

ALDERSON REPORTING COMPANY. INC.



1 7

Ta

.1;

They would tend to encourage irresponsibility on the part of

both parents, and it would result in an increased burden on

the taxpayer.

"Of those who commented in support of the proposal, many

were mothers receiving AFOC who did not want to participate

in the child support enforcement process. Several comments

came from social workers and the welfare system, who felt

that mothers should never be forced to cooperate in establishng

paternity in obtaining child support, especially in cases

where the mother has been threatened with harm."

The law specifically says that cooperation can be refus'd

where such refusal has been found to be in the best interest

of the child.

At the time that this committee discussed that -- it

was sponsored by someone and I was asked -to discuss it -- I said,.

if you want to include anyone else other than the child, let'$

be specific. Let's include the mother. Let's include the

caretaker.

They wanted that just in the best interest of the child4

Senator Gravel. Is there someone here from HEW who

could comment on this statement?

The Chairman (presiding). Who is here from HEW who can

respond to that?

Ms. Amidei. We also have the Deputy Director from the

Office of Child Support Enforcement.

ALDERSON REPORTING COMPANY. INC.
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and be mean to mama, that it might occasion a family quarrel

and the family quarrel might have an adverse effect on the

child, and for that reason the taxpayer has to stand good

for $5 billion is ridiculous. Rather, we should ask the first

simple question, who is the papa of thit child.

-- That type of utter outrage is the kind of thing people

can't understand.

Now I was a poverty lawyer before the government started

paying poverty lawyers to be poverty lawyers. I was a poverty

case myself when I was a poverty lawyer, and so was my

partner. I wouldn't turn down any client who came inside my

office.

So here comes some mother inside and she wants to get

some support from papa. She is afraid of him. Well, I might

say, if you are afraid of him, let's go down there to the

judge and put this blame fellow under a peace bond. If he

comes home and beats you up, we will put that fellow into jail'

and we will keep him there until the judge is satisfied that

that man has been adequately domesticated.

(General laughter.)

The Chairman. That is before we had the government

paying people to do silly things and providing lawyers to come:

up with the wrong answers.

It would seem to me that when a mama come in seeking

support she has about three different options. She can

ALOSRSON REPORTING COMPANY. INC.
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identify the father; in the alternative she cobId say that

she doesn't know who he is.

Now if she says she doesn't know who papa is, then she

is waiving a valuable right while she is getting support from

the government. She is waiving a right. She is waiving the

right to later on come back and sue that man for support.

So we have to pick up the tab and pay for that family,

but on the other hand, she has waived the right thereafter.

She has made a prejudicial statement which would tend to

preclude her from claiming support'from papa later on.

The third alternative, which this committee never intended

for you to have down there in that Department was to let her

have it both ways, to let her not tb say=shAzdbasn't::know ,

wholit is; not t6ideitifyrpapa, but to let her say, "I'm

afraid if I told ybu who the papa is that he might beat me

up or that that might lead to a confrontation between papa

and mama and that might have an adverse psychic effect on the

child. In that way she reserves the right to sue papa later

on and if papa proves to be the one who, for example, is

making $60,000 a year or the one who has a whole chain of

fast food restaurants, she is reserving the right to sue him

when he lucks into a large amount of money, and at the same

time she is putting that family on the back of the taxpayer.

So she has the best of both worlds.

Now we didn't intend to let that happen. How did you

ALDERSON REPORTING COMPANY, INC.
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The Chairman. Yes.

Senator Danforth. Could we just review where we

are procedurally and what our procedural options are? These

regulations, as I understand it, have been promulgated and

we have X number of days to veto the regulations.

Is that correct?

Mr. Hays. That is correct.

Senator Danforth. Therefore, if we do nothing, the

regulations, as they are, are in effect.

Is that right?

Mr. Galvin. You are endorsing the regulations as they

are.

Senator Danforth. So doing nothing is --

Mr. Galvin. -- is endorsing the regulations as they are.

Senator Danforth. How long do we have to exercise

the veto, if we want to do it?

Mr. Galvin. The resolution is January 23 and the law

in addition says that it has to be received by the Finance

Committee on January 24.

Senator Danforth. But it is now March.

Mr. Galvin. I'm sorry, I meant March.

SEnator Danforth. So then what happens now? What is

the date by which we must exercise the veto?

Mr. Galvin. Being conservative, I would say by

March 23.

ALDERSON REPORTING COMPANY. INC.
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Senator Danforth. By March 2-; we, namely the Senate,

*g2 by vote on the Senate Floor, have to exercise the veto or the

3
regs are in place.

4 Is that right?

Mr. Galvin. That's right.

' Senator Danforth. Now, do we have the option of vetoing

the regulations in part, or do we veto them in whole?

Mr. Galvin. You have no option. It is either up or-dow".

91
Senator Danforth. So it is in the whole?

1010
Mr. Galvin. In the whole.

Senator Danforth. All of the regulations?

Mr. Galvin. All of this current final regulation,

which puts into effect the one that was issued in July, 1975.

That stays in effect.

Senator Danforth. If we were to veto all of the

regulations, would that mean that after March 23 -- what would!

I be missing? All regulations? i

Mr. Galvin. No, no. This relates only to the good

cause for refusal to cooperate regulation, not to all the

. 20
regulations.

26 2 Senator Danforth. Only the good cause regulation?

* (N 2Mr. Galvin. Only the good cause regulation.

Senator Danforth. But there would be no good cause

regulation after March 23 if the Senate doesn't act?

Mr. Galvin. There would. There was a good cause

ALDERSON REPORTING COMPANY. I
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regulation put in in 1975.

Senator Danforth. Would that be reinstated?

Mr. Galvin. That would stay.

Senator Danforth. That would stay?

Mr. Galvin. That is current regulation.

Senator Danforth. So the current regulations would

be in place?

Mr. Galvin. That's right, sir.

Senator Danforth. So we wouldn't be without anything

at all.

Mr. Galvin. No.

Senator Dapforth. What do the current regulations

provide? What is the difference between them?

Mr. Galvin. The current regulations give you three

possibilities for being found to have good cause. One is

forcible rape; the other is incest" the third is adoption

pending for a certain period of time.

Senator Danforth. Supposing a woman said, "I can't

tell you because if I do tell you, the father will killime.

He is a psycho." That is not presently good cause?

Mr. Galvin. Not at the present time.

Senator Gralal-:..Would the Senator yield?

Senator Danforth. Mike, I'm sorry, let me finish.

I don't know if you are planning to have hearingsror

not, but I will tell you this. There are some things I would

ALDERSON REPORING COMPANY. INC.



46

like to find out if we are going to have hearings. First, I

would like to know what the law is.

You say that these new regulations are contrary to the

statute, but do you have any legal opinions to back that up?

Mr. Galvin. Let me quote from the law.

The law, 42826, 454 (4) (a) and (b), require the

cooperation unless in either case such applicant or recipient

is found to have good cause for refusing to cooperate, as

determined by the agency. The regulations stop all child

support for anyone who files a claim, not a determination,

who just files a claim. Filing a claim does not meet the

requirements oftthe law. The law"says "determined."

Senator Danforth. Is there a legal opinion anywhere?

Dozwe have a written opinion from any lawyer s.tating that

these regplations are without the scope of the law?

Mr. Galvin. Could I give you one more to show that it

isn't?

Senator Danforth. Yes, but I just would like to know

what other lawyers have said and done. That's what lawyers

do, they write legal opinions and I want to know if we have

any legal opinions on this.

Mr. Galvin. No, we did not request an opinion.

Senator Danforth. Has the General Counsel of HEW -- or

Iwhatever he is called -- the Legal Counsel of HEW written a

I legal opinion on this matter?

II ALDERSON REPORTING COMPANY. INC.
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opinions written one way and written the other way. There

were others by other generals counsel of other agencies

contrary to what HEW was saying.

We required that the General Counsel start sending

us their legal opinions and anything else, and about that

time, instead of going any further, they recognized that

the Social Security number was applicable.

So, the track record -- and I am not talking about

any Administration-haishthatzita-is open to question. I wouldf

hardly think that when the law says something it is open to

question.

Senator Danforth. Well, you know that lawyers differ

and I think you made that case. You can ask different lawyers

the same legal question and you get different opinions.

Really, the only way to resolve it is by a court. But we

are not a court. It seems to me that we just have a difference

of legal opinion between you and the General Counsel of HEW

on whether or not this is within the scope of the statute.

I cannot make that kind of judgment based on an oral

presentation.--I will tell you that --not without hitting

the books. I think that if we areg:.g6ingzto have any kind of

hearings, this is the kind of thing we would like to see

legal opinions and hopefully something in writing on.

-The second thing I would like to say, Mr. Chairman, is

this.
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It is amazing to me on this issue, or on energy or any

other issue, the kind of figures that just get bandied about.

When we went through the energy legislation, we went

through one proposal after another; we were told well, if we

have this kind of tax credit or that kind of tax credit, it

will save 200,000 barrels of oil a day and so on and so forth.

Then you ask people how they know that and nobody knows.

Now we have heard a statement that these regulations

would cost $220 million a year. Then I thought I heard you,

Mr. Chairman, say they would cost $5 billion a year because

apparently a whole lot of thesefathers are the heads of

fast food restaurant chains.

It just seems to me to be really guess work as to how

much money is involved. If welare going to have some kind of

hearings and have some kind of evidence presented to us, I world

like, in addition to a clear lawyer-like statement of what the

law provides, some kind of statement of the basis on which

these dollar savings come up. I really will have to see it

to believe it, to think that $220 million would hang on

this particular regulation.

The Chairman. Let me tell you how I arrive at my

figure, sir.

I arrive at my figure on the basis that a very large

percentage of those people on those rolls have available to them

someone who could be supporting that family if any effort at all
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were made to have that person do it.

Now the Department's own release is that we are saving

$1.5 billion right now with the program that we have, and that

is with only half the states complying. Well, if you assume

S5 5 the other half will go along with what Congress intended, that

6 is $3 billion.

7 Then just take a look at what would happen if you move

in the other direction. If you add more fakers, frauds, liars,

9~ and cheats on those .rolls, that $3 billion will move up to

$5 billion. It is just that simple. That is how I arrive

I i at my $5 billion figure.

12 Now some of us have fought awfully hard for many years

13 to stop this outright thievery of government money in the name

!4 of welfare. We want the people who areneedy to get more

145 money. But we don't want to accord to every father or every

016 mother in this country the right to load their families down

!7 on these welfare folls while other people are called upon to

I8 do the first honest act, and do it, and pay taxes to support

19 all that kind of mischief and outrage.

I'm sort of tired of supporting programs for the disabled;

21 lead the charge for it, and then find out that they have three

2 times the number of people on the rolls that are supposed to

23 be there, and then go meet some of the individuals. They arei

24 nice people; they are making more money than they could make

5 working by sitting up there on the disability rolls. Then I

find out that they have a job, all at the same time, and nobody
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is making any real effort to stop all that mischief.

Now I don't know how long we can keep passing debt limit

bills to keep putting this country deeper and deeper into

debt, and for the purpose of what? For loading down the

taxpayers with all sort of mischief and chicanery, which runs

into tens of billions of dollars a year -- that is it.

How long are the people of this country supposed to stand stil

for all that kind of maischief!

Now we passed a bill which was clearly intended to say

that you would not have the option to chisel, cheat, and

reserve your rights all at the same time, and bless them, but

they come out with a regulation that gives them that right.

Those who write that regulations are afraid of the court

Well, they must have some pretty foolish justices on some

of those-courts. I know some of those people individually.

But I would like to think that if the Department had the

courage to go and appeal the thing through to the Supreme

Court, which is where it ought to be taken, you ought to be

able to find five justices out of nine, as a minimum on that

court, who would listen to logic and reason. I don't see why

you should throw in the towel just for fear that you can't

get the judges to uphold the intent of Congress. It seems

to me that it is worth a try, especially if you take it up

with the Supreme Court.

Now I am willing to consider everyone's argument and
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everyone's side of it. But I would just like to have -the

thing postponed long enough for us to tackle it.

Senator Danforth. I certainly don't want to open the

floodgates to chiseling and fraud either. Far from it.

My only question is, is this really a floodgate? That is the

issue.

Just on its face it doesn't seem to me to be an

outrageous regulation. Maybe it is a floodgate. Maybe I

missed something in all of this. But it just seems to me that

it would be a little bit strange' if we are going to have a ma

raid on the Treasury by virtue of these regulations.

That-is my only point.

The Chairman. Senator, let me just say this to you.

The State of Michigan has done the best job of any state of

the Union. They are very much concerned about that.

Isn't that right, Mr. Galvin?

Mr. Galvin. That's right, Mr. Chairman.

The Chairman. The Senator from that state, Mr. Griffin,

has a resolution in here of disapproval because a state that

has measured up and undertaken to do something about this

child support matter to a greater extent than any other state

now find itself saying that this appears to frustrate what

it is trying to do.

Senator Roth, do you wish recognition?

Senator Roth. Yes, Mr. Chairman.

RSNREPORTING COMPANY. INC,
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I just want to go back to the procedure. Did you get

any answer from the Secretary as to whether or not they can

withdraw the regulations so that we could hold the hearing

that Mr. Moynihan suggested?

The Chairman. The Secretary'explained'arnumber of reasci

why he thought that there would be some legal problems if we

did not permit these regulations to go into affect.

He suggested that we let them go into effect and that

he would, in short order, start a new regulation procedure

and consider everybody's point of view with a view to bringinq

down a new set of regulations.

He explained some of the legal problems which I would

prefer that he himself explain to the committee rather than

me try to explain it on his behalf. He is a good lawyer

and I think can best speak for himself in this instance.

Senator Hansen.

Senator Hansen. Mr. Chairman, you made the point that

I was going to make.

I talked with Senator Griffin. He is greatly concerned

on behalf of the state that he represents, Michigan. They

have done a very effective job and they feel that the

implementation of these regulations will-frustrate their

attempt to continue on. I don't doubt at all but that we

could search through the files of HEW and find all sorts of

instances that would be dramatic and heart rending to support
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any position that any member of this committee wanted to take

on one side or the other.

I am concerned, though, and I am persuaded by what seems

to me to be the inherent logic in your argument that granted

we are never going to have a perfect society, we are never goi

to have regulations that just satisfy everyone and treat

alli people fairly and understandably. But I think here is

the case where we ought to take the action that is inhereht

in the proposal offered by Senator Griffin to stay these

regulations. I don't think that catastrophe is going to fall

down on the heads of a majority of Americans if we stop

the implementation of these regulations and then follow throuc

with the procedure that was suggested by Senator Moynihan,

to hold hearings. If a good case can be made to change them,

I should think that is the way we ought to do it.

As a former governor of a state and as a former country

commissioner who had a little bit to do with the administrati<

of welfare at the local level, I can tell you that it is a to,

job if someone wants to try to do the right thing and not to

run into regulations that tend to frustrate reasonable

attempts by fair-minded people who are compassionate who

would like to try to help those truly in need of help on the

one hand, and would seek, at the same time, to resist the

latitude in the law that would seemingly make other people

eligible who, indeed, on the basis of fact are not eligible.
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I would hope that we could recommend that the one House

veto be implemented and let them come forward and prove why

these proposed regulations would make for improvement.

I think that that seems to me to be a reasonable case.

There are many states that support that proposal. It would

seem to me if we deny them the right to be heard, we would be

doing more h-arm than we would good.

The Chairman. Here is the kind of thing that bothers

me about all this. And incidentally, let me say that I came

here to this Senate -- and that has been a long time ago, I

admit; Mrr Gravel might have been a boy in his knee britches

at that time -- I came here to this Senate as one of the

dangerous populists of this country. I was a welfare advocate

People asked me what I hoped to do and what would be my first

objective when I got here. I told the press that it was my

ambition to expand the free school lunch program, to make it

a $500 million program.

Now I must admit that that sounds like small potatoes

nowadays, looking at what the government has done; but that

sounded like a big deal back at that time -- $500 million

for school lunches.

When I applied to get on this committee, I wasn't

interested in the tax part of it. I was interested in getting

some money --for grandma and helping poor people and doing

something about unemployment insurance and helping poor folks,
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who through no fault of their own were getting the worst of it

I still feel that way about it.

I am still a dangerous populist from my point of view

because I still want to do something to help people who are

getting the worst of it. But the kind of-people I want to hel

are angry themselves about seeing neighbors who ought to be

doing to help themselves ripping off this government.

Now here they come with the welfare proposal, welfare

reform. The President starts out by saying that it is not

going to cost -us anything. Then they think about it for a

while and say that it is going to cost us $4 billion. Then

they send it down to the Congressional Budget Office and

Alice Rivlin and her people say that it will cost-$20 billion.

Well, it will cost $100 billion if you are going to go about

it this way, where a family can have papa working and drawing

a good salary and the family drawing full welfare benefits

just as though papa wasn't there all the time.

Now if you are going to let them get away with that,

this thing will cost a fortune. If you are going to have

any welfare reform worthy of the name -- at least by Louisiana

standards -- I just don' t know about Washington standards.

I just can't get accustomed to the thinking over in HEW.

But if you are going to have any kind of welfare reform

that makes any sense to people in Louisiana, and I think

the same thing wold be true of people in Wyoming --
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Senator Hansen. It sure is.

The Chairman -- that would have to be something that

says this. The first order of business is if there is a fathe:

around and he can be found, then he ought to be made to pay

something to support his children. The second order of

business ought to be that there is no point in paying people

to sit there and live off the taxpayers if they are fully

capable of doing some work to improve their own condition

and if you can arrange matters so they can improve their

condition and do better. It-doesn't serve a purpose to

encourage those people to live a lifetime of idleness if

they can do something useful to help justify their keep.

We have had some pretty find people come along who did

not have the privilege of living with their father during

their whole lifetime. Some of them have gone on to be some

of the great people and some of the great statesmen of our

country as well as some of the great successes in the busines

world.

If you are talking about the best interest of the childf

the best interest of the child is that mama and daddy ought

to set an example for them, and if not one, then the other

should set an example of good behavior. They should be an

inspiration. They should encourage them to be good, useful,

self-reliant and law-abiding citizens rather than encourage

them to be the opposite.
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If anybody thinks they are doing somebody a favor

by making a drone out of them, and a chiseler and a cheat for

life, and to set that kind of example for them, they ought

to reconsider their position.

Z find myself most dismayed having lived among a lot of

poor people-. It seerqt to me that when my family started out,

my father-and mother were struggling just like everyone else

in the neighborhood where we lived to help make a life for

themselves and for their neighbors and to improve society,

and not to expect anything that they couldn't come by honesty.

If we are going to encourage everybody in this country

to be a thief, a liar, and a cheat and if we are going to

literally spend tens of billions of dollars to bring about

that result, then people would be well advised to vote some

of us out of office. They are entitled to a better accountin

of their money than that.

That is the kind of thing that the people can't underst nd.

They can understand having to pay money to defend the country,

or for the disabled, or for the agedcand the sick. They can

understand that and they are willing to do it.

But the kind of thing we are talking about here they

can't understand. We ought to resist, I think, that thing

being done. We ought to prevent it if we can.

Now I would think that perhaps we could meet tomorrow

on this.
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Do we have a meeting scheduled for tomorrow, Mr. Stern?

Mr. Stern. There-is-a hearing scheduled in the afternoo

but we have nothing in the morning.

The Chairman. Maybe we could have Secretary Califano

with us tomorrow.

Senator Gravel. Mr. Chairman, may I comment first

before you close this hearing?

The Chairman. Sure. Why don't you go ahead.

Senator Gravel. Well, I don't think that some of us

can be cast in the role of supporting cheats and frauds

and doing all those things. Like yourself, Mr. Chairman, when

I came here I feel my credentials were pretty clear about how

I feel about the free enterprise system and the productive

value of individuals. I would take no back seat to anyone

in that regard.

But when I look at this particular instance, I don't

see the same thing. You know, that is the fault of human

beings. We all look at things and see things differently.

When I look at this, I don't see the ability to cheat. If

there are some cheaters, it has to be the government employees

When the State of Michigan comes forward and says that this is

a terrible loophole, who is going to open the loophole? It

has to be-a government employee Who opens the loophole. This

is because a person has to come in with a prima facie case

that is documented that there would be some harm.

ALDERSON REPORTING COMPANY,. INC.

e . , I r 1:



wr~intle oerlnt~ ~tatsan 
inves~iB 

arid ob'O-

T h e t h'~ e t tv e g Oe r l in m e t i a t s 4 p a s s e s o n t 1 e j i n 7 e s t i g a

ii-nieen-C2. i- tli r 0 ierl .
to 'W a

So . t PerS~ 

cafle re v~ in. anda e er

he~at a d fr ud 

th atS Y~J3ut adesecribea~ a

a nid c a n n o t hiap p e n l h s a - i n i r i o r c

7 s br% t t hiat f a e.- t uise bS t el are Inesc who I

it wo nf s b be a s it w l oe bureauc ra -at j

ta\ p a ce , farefa 
wo t e ti ng

9 1 t o r t .i 
o v3ear n m e n t.I 

j

ojf ~~8 federalo8' 

10iS~etn 
~a

10 t -.atha ceainn"'Otng 'oney of -Y

heating and 
pr ml a ti " based on ay .%:per -e-"e

a n a s o~ 0  e 3 . a r e f f i. c i n 
.~n ai1 - h a

t r o a t t e dae e , , m a n y o t e u l n ti h

13 a atte d f er n to t e po in of tears 
wit

t .1 wua3A 
ofs 0*vd~ ~ were w O ~ ~t ere oit~

~ .in at ~ t :' t wi.idu l fin mo t & staStefu l in oin cJ

the V a ' ' 'oul s cretary ~ a

liea t sf wh t b~ Y 1~ ro b O c heSats are,

veerec iI 
hey h v 

tose -,

Sh e 
r ecO stom ers. 

tae a bopSY

te repeat 
cyi

th th ~ sa tbhe are uLrta

d, in fce-i 
a ~ peO~whio do 

n~eed SoeSCrt.a

an 
d a. opl 

ofi~' d n t even 
come i

e~ ahe lo of e M do

an'. s O t 
s O a

2 an b are afra i to - T, t~ n s t ' ao ,o me i sn t

a t h te yi 
w h~ L ~ - ~ e r e w e a r

1) .4 
iNG coMthis

'in 6' t~i

'~ 
5

C.

~ 6
U'

(~4
C
C.

C
C
C.

'I

4



12

,0.

1 7

1.; 9

20

I TI

12

2

them all cheats. Why we are talking about a woman who has to

put her life on the line in order to get a little bit of food

to feed her children and herself regardless of her past

conduct. I think -it: is a little bit unconsionable for us

to sit here and tighten this screw down to the last possible

notch.

From my point of view these regulations are very clear.

I think a hearing would be very edifying and I would golalong

with you. Let's get Mr. Califano up here. Let's have a full

dress rehearsal and see what happens before we capriciously

and arbitrarily, based on a lot of emotionalism, throw out

some regulations that have been in the works for two and a ha:

years. It would be different if we were talking about somethi:

that is being rushed through. But this is two and a half year

and we are going to throw it down the drain for false

emotionalism and I think for a good deal of false information.

The Chairman. I am going to ask the staff to check

and see how many Senators can be available for a meeting

tomorrow. We will see if we can meet and enact this bill.

Senator Haskell. Mr. Chairman, I'm sorry that I wasn't

able to be here earlier, but I was presiding over a-hearing

trying to bring out a highway bill and I understand that we

have hadva spirited debate here today. I will look forward

to being further educated on the issue.

The-Chairman. Well, when are we going to have to vote
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on this matter in the event that we vote out a resolution

to disapprove those regulations?

Mr. Galvin. If you get it to the Floor on the 23rd,

it could be voted on the 23rd if the leadership would agree

to it.

The Chairman. Well, now, is the Senate going to be in

on the 23rd?

Senator Haskell. Yes, that is on Thursday and we are

in session. That is the last day before the Easter Recess.

Mr. Galvin. - This is a privilege resolution, which

means that it will come up immediately when you are in

legislative session. Second, it has a time limit of four

hours. The leadership, I know, is-quite disturbed with

-controversial issues; but this has a time limit of four hours

That is the maximum time that it would be debated.

For privileged motions there is no layover required.

You do not have to report it one day and lay over a day.

This has all been checked with the Parliamentarianv You can

feport it hfd.:vdte on it on the same day.

The Chairman. At this moment we do not have a quorum

here and therefore we could not act at this point. So I

feel that we should explore the possibility of a quorum to

act on this tomorrow. If we can get a quorum, perhaps we

can act upon it then. Wa should see if we can get a quorum.

I would like to invite Secretary Califano here for thati
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purpose.

Senator Gravel, did you wish recognition?

Senator Gravel. I did, Mr.Chairman, but since we don't

have a quorum we could not take up this other matter that I

have today.

The Chairman. If we can arrange matters for tomorrow

and if we have the prospect of a quorum, we would hope to

meet a 9:00 o'clock. That would give us time to hear matters

and then to go from there.

Thank you very much.

This hearing is adjourned.

(Whereupon, at 11:52 o'clock, a.m. the committee

adjourned, to reconvens upon the call of the-:Chairi)
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