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ADMINISTRATIVE CHANGES IN FIELD STRUCTURE OF
INTERNAL REVENUE SERVICE

FRIDAY, APRIL 5, 1963

U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The committee met, pursuant to notice, at 10:15 a.m;, in room
2221_,d New Senate Office Building, Senator f!arry F. Byrd (chairnian)
presiding. ' , :

Present: Senators Byrd (chairman), Long, Douglas, Talmadge,
Hartke, Ribicoff, Williams, Curtis, and Dirksen. °* :

Also present: Hon. George D. Aiken, U.S. Sehator from Vermont;
Hon. John Sherman Cooper, U.S. Senator from Kentucky; Hon.
Roman L. Hruska, U.S. Senator from Nebraska; Hon. Kenneth B.
Keating, U.S. Senator from New York, and Hon. Margaret Chase
Smith, U.S. Senator from Maine. ‘ o o
Elizabeth B. Springer, chief clerk; Colin F., Stam, chief of staff of
the Joint Committee on Internal Revenue Taxation accompanied
by Thomas Vail, staff attorney. - 7 o

Theé CrArMAN, The committee will come to order. o

The chairman called ‘this 'meeting of the Senate Committee on
Finance at the request of membérs so as to obtain details of the pro-

osed redreva'nizatipn of ‘certain regional offices of the Internal Revenue
Servite. e ar_&gea'sed to have Mr. Mortimer M. Caplin, the Com-
missioner of Internal Revenue. Mr. Commissioner, won't you take
the stand and proceed.. o e

STATEMENT OF MORTIMER M. CAPLIN; COMMISSIONER :OF ‘IN-
TERNAL REVENUE, ACCOMPANIED BY. EDWARD 'PRESTON,

ASSISTANT COMMISSIONER (ADMINISTRATION)
" Mr. CAPLIN. Mr. Chairman and ¢ommittes members, I am grate-

ful for thi?‘oppdrtu,l,l,it to discuss with you the proposed realinement
of some of the field offices of the Internal Reveniie Servica. =

At the outsef, I would like.to put this realinement in proper per-
spective to the overall task of tax collection. . Particularly it is
important to distinguish between Internal Revenue’s need for frontline
enforcenent and processing employges, on the one hand, and super-

visory officials, on the other. ' o - e i
. -‘As'members of this committee appreciate, our enforcement efforts
are ‘spread thinly and our workloads of returns and 'information
documents t0 be audited and- processed are constantly rising, ‘In
order to m’égntgjn even minimum standards of effective tax adminis-
tration, we have pending before the Congress a request for substantial
additions to our forces-of frontline employees. increasing popu;

R 3 i



2 ADMINISTRATIVE CHANGES—INTERNAL REVENUE SERVICE

lation, a greater mix of high-income returns, and continuing complexi-
ties in our tax laws, have all added to the task of Internal Revenue,
and exert pressures for hiring additional personnel.

These are great and real needs; and we are compelled to conduct a
copstant search for any economies,-large or small, which .will free

more of our resources for frontline work.
PRESIDENT'S CALL FOR EFFICIENCY

Furthermore, this agency and all other agencies of Government are
under specific instructions from theé President to trim our operations
so as to achieve a “lean, fit, and efficient’’ Federal establishment.

The :sole: purpose of the proposed realinement is to save on our
executive and aé)r(:)jnistrative overhead, and thereby to make positions
.and funds available for direct tax work, ..We are striving for greater
economyand eﬂicienc{, and are seeking to put as much of our resources
as possible into frontline activities in direct contact with taxpayers.
Expanded taxpayer services -and assistance, as well as expanded
‘enforceiment potential, are our aims.

Over an extended period of tims, it is our ultimate hope to substitute
‘a frontline operational individual for every second or higher-echelon
‘supervisor being displaced.

.. Over a number of years, the Service has developed a long-range plan

directed toward meeting certain minimum enforcement levels. This
plan points out the need for significant increases in staff between now
and our ﬁoal date—1970. To the extent we can meet some portion
of these direct enforcement needs through reduction of our overhead
costs, we reduce what we would otherwise have to request of the
Conﬁr&s in the form of additional appropriations. :

The realinement of regional and district offices is not the first
economizing step we have taken. There have been others. For
instance, we have a continuing management improvement program
which you may recall was credited by the President in his budget
message with effecting savings of nearly $4.2 million in the last fiscal
year ‘These savings were made by such actions as simplification of
reports, use of electronic typing ca{culators for prepar'mf office audit
reports, and reduction in supérvision and inspection of alcohol plants.

. year ago, we embarked on a three-phase sr yram to identify
additional opportunities for more economical and efficient operation.
Under phase I, which was accomplished at the end of fiscal 1962, we
saved 280 man-years from 1963. managerial and service costs at our
national and regional offices in order to hirs more employees in our
enforcement activities. These adjustments were strictly internal and
did not involve any basic changes in organization or procedure.

Phase IT was intended to provide a longer range, detailed examina-
tion of organization and work programs. For this purpose, we ap-

ointed a Committee on Resources Utilization, and instructed i1ts mem-
bers to make a critical analysis of why, where, and Low we'spend our
appropriations.  The members were asised'speciﬁcally to seek feasible
methods of eliminating unnece¢ssary overhead and_sﬁgbrs‘tructure,pnd
of shortening our lines of communication. ‘The Cominittee spént
several months and visited many.field offices in the course of its work.
Its‘findings and conclusions are penetrating and imaginative. They
‘¢over many vital areas of operations, including a close éxamination
of out field organization. Some of its studies were preliminary in
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nature, and will requiré follow-up evaludtion and analysis in phase III
of our program. ) ) PR Ct

As a-result of this study, we are now. proposing realinement of our
district and regional offices as well as our regional service centers.
Historically, prudent mandgement has called for many changes in the
field organization of the Intérnal Revenue Sérvice.  Prior to the 1952
reorganization, the field structure of Internal Revenue was composed
of more than 200 field office head(}uarters reporting.directly to Wash-
ington—including 64 offices of collector of internal revenue, 39 offices
of internal revenue agent in charge, 14 offices of special a%gnt in charge,
12 offices of head of technical staﬂ", Field Division, 13 offices of super-
visor of accounts and collections, and 15 offices of -distriot supervisor
of alcohol and tobacco tax. Even though all these offices were part of
Internal Revenue, ¢ach operated in a séemi-independent manner with
no intermediate sufgervision and management support between them
and the national office in Washington, : .

As a result of our 1952 and 1953 reorganizations, the Service oper-
ates today through approximately 900 local offices grouped in 62 dis-
tricts and 9 regions. Local field offices are not aflected by the realine-
ment we are discussing today. The guwtio‘n is whether we need as
many headquarters district offices and officidls.

MERGERS IN STATES _HAVING MORE THAN ONE DISTRICT HEADQUARTERé

Regardless of the number of local offices in a State, we believe that
more than one district' headquarters offica in a 8tate is justified only
on the basis of large and difficult workloads. .. Inline with these prin-
ciples, we propose to reduce the number of districts in New York from
five to four, in Pennsylvania from three to two, and in New Jersey
and Missouri from two to one. : '

A few Kea’rs ago, we merged four Ohio districts into two, and we do
not see the practicality of any further reduction there at this time.
Similarly, our studies indicate that there is no imihediate prospect of
reducing the number of districts in Illinois, Texas, and California,
each of which has two districts, - ’

Every other State has one district. And it is our firm intention to
maintgin in each State at least one district headquarters. —

In New York, we propose to maintain the present Albany, Man-
hattan, and Brooklyn districts, and to mérge the Syracuse. district
with the larger Buffalo district. . col A

In New Jersey, the Camden district’ would be merged with the
larger Newark Distriot. ‘ ~ : oo

n Missouri, the Kansas City district would be merged with the
large St. Louis district. T o S C

n Penn_s{lvania, the territory of the small Scranton district would
be divided between the large Pittsburgh and Philadelphia districts.
There are thrée districts in all in that State today. - C
. In each of these cases, a good-sized office will continué to operate
in the same location, and there will'be no reduction in the hature of
the services to . taxpayers or their representatives, . The :révenus
agents, revenue officers, and special agents will still be there; alon;
with .timlr‘ﬁratz.line. supervisors. Facilities dlso- will' bo maintaine
for taxpayer assistance on technical matters and returns preparation}
for answering questions about bills and refunds; for holding informal
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conferences on proposed audit adjustments; for distributing forms;
and for other normal public services. :

Elimination of certain second-echelon oxecutives and their support
personnel will constitute the principal change in those localities in
which a district headquarters will no longer be located.

I should like to be clear about our thoughts on the employees
affected by the proposed plan, and our concern over their welfare and
Eroper utilization. They are generally ‘people with [ong records of

onorable and proficient service, We are proud of them and want
to preserve thenr exporience and skills. Even though their present
jobs may no longer be necessary, these trained people are needed for
other facets of our operations; and, in view of our previously discussed
plans to cope with projected growth in workloads, we intend to
pllt:co virtually every one of them either in his own locality or else-
where.

MODIFYING ORGANIZATION OF SMALL DISTRICTS

Now we have a somewhat different problem in the less populous
States. These are States that have only one district office, But have
such small workloads that it is often inefficient and impractical to
mgintain & full corps of exccutives and supervisors there.

Because of the infrequency of more complex tax issues in these
States, we have found it increasingly difficult to maintain there a
staff with a full range of technical skills. Even at present, it is com-
mon for some of these small districts to borrow experts from other
districts, especially for estate, gift, and excise taxes.

When you examine the extreme variations in size of our present
62 districts, {ou appreciate the impracticality of using the same
organizational structure in all districts. For example, the smallest
district, Anchorage, Alaska, has 94,000 tax returns and 65 employees;
a middle-sized district like beg Moines, Iowa, has 1.5 million returns
and 620 employees; and the district with the most employees, Man-
hattan, has 3.8 million tax returns and 2,800 employees. If you take
into account the tremendous technical gap between the kinds of
returns found in a small State and those found in the large commercial
centers, you get an even stronger impression of the disparities.

From the standpoint of supervision, our present setup provides a
chief of audit, for instance, in Anchorage to supervise 26 employees;
in Des Moines the chief has 265 employees; and in Manhattan the
chief is in charge of 1,400 employees. The same chief of audit, 26
employees, 255 employees, 1,400 employees in 3 different districts.
Consequently, the ratio of overhead personnel to frontline enforce-
ment personnel is much higher in the small districts. Inevitably, the
administrative overhead for personnel, sulﬂyir, and training activities
is also disproportionatellv large in the small districts.

We think it advisable to go one step farther than the present
sporadic borrowing of experts, and to make fuller use both of technical
experts and middle management supervisors in larger neighbor dis-
tricts. To accomplish this, wo are proposing to modify the organiza-
tion of 12 of our small districts by eliminating division and branch
chiefs in these districts and providing assistance from other districts,
'fl‘llxle districts to bo modified and those which will assist them are as
ollows:
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State Modified district Servicing district

chora Seattle.
. Wl]m[ngxtf) Philadelphia.
. . .| 8Salt Lake City.
Bosto

. .,
.] 8alt Lake City.
3 clsco

Montana

Nevada........ 00...... .| 8an Fran .
New Hampshire Portsmout .| Boston.

North Dakot "Arg0. .0 . .| 8t. Paul.
Rhode Island Providence .| Hartford.
South Dakota n. ] Bt. Paul.
Vermont. ... ..} Burlington... .} Boston.
Wyoming.... ..| Cheyenne.... . Denver.

The district directors in these States will have the same authority
and responsibility that a director has in New York, Chicago, or Los
Angeles. In view of modification, they will face new problems and
challenges, but I believe they possess the capabilities and experienco
to meet them successfully. ,

It is my firm view that the importance of the individual States in
our Federal system fully warrants the continuation of our present
policy of at least one district office in each State. I believe the pro-
posed reorganization is a strong guarantee for preserving their separate
1dentities and responsibilities as districts.

Throughout the country today we already operate a number of fair-
sized offices known as type A offices. They have no district director
and receive their direction from a district office in another city. For
instance, we have more than 200 employees in our Houston office,
supervised from Austin, 180 miles away; about 200 in Miami, super-
vised from Jacksonville, 346 miles away; and about 200 in Minne-
apolis, supervised by nearby St. Paul, Other offices that operate
without resident directors, division chiefs, or—for the most part—
branch chiefs include Cofumbus, Toledo, Washington, San Diego,
Rochester, Memphis, and Tulsa.

Some of the districts proposed for modification have occasionall
borrowed technical skills from other districts. Under the plan, eac
will have its own district director and will have full-time call on all
of the resources of their servicing districts. Certain facets of the
district director’s office will be strengthened. The fact is that no
district in the whole country operates 100 percent on its own resources
and skills. Even the largest districts get advice, both technical and
supervisory, from their regional offices and the national office. From
the viewpoint of the taxpayers, I assure you that full service will be
maintained very much as I mentioned in the case of the intrestate
mergers. - .

-Furthermore, we have amended our original plans so as to leave
in these districts the employces who receive and process returns and
maintain accounts and other records until this work is gradually
absorbed in the automatic data processing system, which wo began
installing a coupls of years ago.  We have well advanced programs
for retraining and redeploying these people when the time comes.

On the supervisory side, we have also decided to abolish the posi-
tion of the Chief of the Administration Division in all but 15 to 20 of
our largest district offices. ST e .

As in the case of the merged districts, we have need for the officials
who will be affected by the modification of small districts and we ox-

pect to place thom within a reasonable time,
87024—63—2
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REDUCTION IN REGIONAL OFFICES

Allof these district changes give vise (o a question nbout the number
of regions needed to supervise the remaining districts.

You know, of course, that our regional structure was established
only a decade ago, and shortly after its creation was reduced from 17
oflices in 1952 to 9 in 1953,

Sometimes we are usked why we need regional offices at all.  During
the lnst 13 or 14 yers, there have been a number of studies, both by
Government experts and by industrinl manngement consultants,
These studies as a whole have strongly supported the conclusion that
our district oflices cannot get adequate supervision if the lines of
commiunication run dircetly to the national office in Washington.
The only question is how many oflices are needed to do the jobh.

From our studies and experience in districts and regions over the
past 10 years, and in viow of out current developments in operations
we conclude we could adjust the areas to be supervised by the rogionni
offices. Modificition o} our district structure would help in this
adjustment. We therefore reached the decision to merge the Boston
and Now York regions and the Omaha and Chicago regions, reducing
the total number of regions from 9 to 7.

These regional mergers are very important from a cost standpoint
because they not only save on tho staffs of the regional commissioners
but they also make possible a reduction from 9 to 7 in the number o
reglonal servico centers for automatic data processing, in the number
of regional counsels, and in the number of regional inspectors.

As far as I know, no one has scriouslfr questioned the logic of these
regional offico reductions. Naturally, there have been soiite questions
about the location of the new regional headquarters. These were
not easy choices to make. ,

In the case of Boston and New York, we had two large cities which
wore both equally able to provide facilities and skills for the job.
Becauso of the importance of these cities as financial and business
centers, it was obvious that whichever city was chosen to bo the
headquarters, the continued existenco of a large branch office in the
other city would be necessary to provido taxpayers and their repre-
sentatives with appellate and other essential services. As you know,
a number of operation functions—es pecially those relating to appellate
gettlements of cases, administration of the alcohol and tobacco tax
laws, and certain roview and administrative services—are centralized
at the regional level. Theso duties aro in addition to the primary
regional role as & supervisory and control point for district operations.

In the last analysis, the decisive factor was the existence, in the
Boston area, of a going service center at Lawrence, Mass., which is
to be converted to our nower automatic data processing (ADP)
techniques, and will serve all of the present Boston and Noew York
regions. As the installation of ADP nears completion, the service
center will become more and moré the heart of our reFionnl operations;
and it is advantageous, if other factors permit, to have thoe regional
headquarters nearby in order to provide rapid, day-to-dny super-
vision and communications,

In the Middle West, tho situation was different. Tho existing
servico center at Kansas City, Mo.—whiclt also will be converted
to ADP—is distant from both the present Omaha and Chieago
regional offices. We concluded it would be inadvisable to uproot
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both regional oflice stafls to shift tho regional headquarters to Kansas
City, although, T might add, that was soriously considered.

We also concluded it would be imprudontly exponsive to move
the existing service conter to the regional office city. Furthermore,
we are counting on the Kansas City service conter to absorb processing
employees displaced by the merger of the Kausas City district into
the St. Louis district. ‘

In the present Omaha region, we are proposing to transfer threo
States (Ktmsns, Colorado, and Wyoniing) to the Dallas region, and
to modify two other of the present districts (Aberdeen and KFargo).
In tho present Chicago region, we propose to transfor tho State of
Michigan to the Cincinmati region. Thus, as stated above, since
there was no service center in either Omaha or Chicago, other con-
siderations were weighed in deciding on Chicago as the headquarters
location of tho reconstituted region; for example, transportation
facilities, noarness to major worklond arcas, numnber of employees"
affected, and so forth,

SAVINGS

Finally, wo come to the question of savings. Our-original estimate
of the savings to be achieved when these plans are in full operation
totals upward of $5 million per year. Our subsequent and more
refined caleulations indicate this was a conservative figure. The
affected ficld offices are presently working out the item-by-item
changes to be made, and this will give us more exactitude inour total.

Our current calculntions indicate that the approximate savings will
be about: : B T

$1.6 million a year for the merger of regions; o

$1 million a year for tho elimination of two sérvice conters;

$1.7 million a year for merger of districts; T

$1.3 million a year for modification of small district organiza-
tions; and

$0.3 million & year for eliminating Chiefs of Administration,

I am attaching maps showing the “before” and “after” organiza- -
tion, and a copy of Seccretary Dillon’s order. S

Oiwiously, there will be soime transitional expenses. Also, in order:
to properly place the skilled individuals affected by these changes, we
will need timo for gradual phasing into the new pattern. Theref_ore,‘
it is only fuir to point out that these savings will not bo attained within -
the first year. But it is also important to understand that the transi--
tional oxpenses-—such as moving costs-—will be one-time oxrenditures, '
whereas the savings in our operating overhead will be realized every’
vear after they -are fully installed. : :

v
S

CONCLUSION . : y

May I say, in conclusion, that T thoroughly understand the ele-
ments of concern in the affected localities and among our employeos., ;
Wo are holmful that, as the scope and purpose of the plan ave better:
understood, most of the concern v;ill be eliminated. -Since the orig-
inal announcement, wo hdve talked oxtensively with our émployees,”’
and now find better understanding and acceptance of.the plan.

Also, it should bie noted that many favorable commonts have been
made. There have been gratifying editorials supporting our realine-
ments in leading newspapers in cities such as Detroit, Baltimore,

1
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Philadelphia, Milwaukee, Utica, Lewiston, Pittsburgh, and Memphis,
and some business organizations like New York’s Empire State
Chamber of Commerce have also shown approval.

Large organizations, both within and without Government, are
constantly prodded by the demand for “fewer chiefs and more Indi-
ans.” e, too, have heard this from our own employees at all levels.
The proposed reorganization is an effort to achieve this end in a sound
and responsible manner.

T hope this committee will understand our goals of administrative
economy and efficiency, and will appreciate the contribution they
make both to sound operation of Internal Revenue and to improved
service to the Nation.

I.shall be happy to answer any questions, Mr. Chairman.

The CrArMAN. Thank you very much, Mr. Commissicner.

' The Chair is pleased to place in the record a letter from our dis-
tinguished majority leader, the honorable Mike Mansfield. Senator
Mansfield had planned to attend the meeting today, but, due to the
illness of his wife, he is unable to be here and take an active part. In
lieu thereof, he submits this letter.

*(The letter referred to follows:)

. U.S. SenaTE,
OFFICE OF THE MAJORITY LEADER,

. : : Washington, D.C., April 5, 1968.
Hon. Harnry F. Byrp
Chairman, Commiliee on Finance,

U.S. Senate.

Dear MR. CHAlrMAN: I had intended to appear before your committee this
morninf in behalf of a large number of Senators who have el?ressed to me their
opposition to the proposal of the Internal Revenue Service which would, in effect,
bring about a shifting of personnel in many offices, transfers of some to other
States, and the removal of.certain offices from one State to another. Because of
circumstances beyond my control, I find myself unable to appear before the
committee Eersonally.

Senator Metcalf and I have had conferences and conversations with Commis-
sioner Caplin covering the Helena office. He has been most cooperative in discus-
sinf our situation with us,

am taking this means to call to your attention the fact that many Senators
have come to me secking advice and counsel as to what to do. I have advised
them to take up their particular problems with Commissioner Caplin personally
and I am sure most of them have done so.

Now that the matter is before your committee, I would most strongly urge
that the situation be gone into thoroughly, that the freeze order be continued
indefinitely, and that a reconsideration of the proposal be made to the end that
the least ible harm will be in any reorganization plan formulated and that the
best Poss ble results achieved. It would appear to me that with the increased
activities in the Internal Revenue Service that the best answer would not be a
shifting around of personnel, but the retentlon of both personnel and offices
where they are, and that the Congress provide for the Internal Revenue Service
the needed funds for the hiring of additional agents, which I am quite sure will
repay for itself many, many times over, If this could be done, the present uproar
over the proposed reorganization of the IRS could be attended to, the efficlency
and the morale of the IRS employees at the various State and Reglonal offices
could be maintained, and the end result, in my opinlon, would be better adminis-
tration, and, through the employing of more Internal Revenue agents, the achieve-
ment of better results in the payment of taxes. o

- I know that your committee will give this matter every consideration, and I am
certaln that you will come up with the right solution.
* With best personal wishes, T am
. Sincerely yours,
Mige MANSFIELD,
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The CuairMaN. Senator Douglas, do you have questions?

Senator Doucras. Mr, Caplin, I notice your revised. estimates in-
dicate total ultimate savings of $5.9 million a year.

Mr. CapLIN. $5.9 million, yes, sir.

Senator DouaLas, Do 1you have supporting data for that?

Mr. CarLiN. Yes, sir, I do. .

Actually, the $5.9 million is a rounded figure, the total figure is
$6,062,900, and I would be very happy to submit for the record the
summary of the estimated savings.

Senator Douaras. Do I understand that a printed record will be
made of these hearings, Mr. Chairman?

The Cramrman. That is correct. . . A

Senator DoucLas. I wonder if you would be willing to submit the
detailed figures supporting these claims for these savings?

Mr. CarLiN. I would be very happy to do so, Senator. I might
add that these savings estimates only take into account salary savings.
They do not take into account such additional savings as reduced re- .
tirement payments and the decreased actual costs of desks and
equ’}pment. . '

(The following was later received for the record:)

Summary of eslimated savings

Estimated reduc- Oﬂseluns lnmm‘ Net estimated
tions In affected in servicing or savings to the
offices } absorbing offices . service
Post--| Amount Posl: Amount | Posi- "Amounl
tions tions : tions K

Mer&ed Reglons: : : . . .
maha (Chicago] 223 | $3, 804, 300 119 936,300 104 $368,000
NewYo(rk (Boston) 100 | '8 187,000 2,388,200 | - 102 804, 200
Subtotal...... 3| 4om200| - ar| s00| 208 |"1,600,700
2 service conters 14 :Iooo.ooo 0 %32, 0| 134 jﬂé?ﬁ.’ooo
Region subtotal.....ceeecaneronacaes 57| 8,992,200 4171 3,322,800 | 0] - 2,660,700

Meréed Districts: -1 g ) ’ i
amden (Newark) . ....ccccvvevannns 105 | 1,214,700 148 714,600 : 49 " 500,100
Kansas t‘yilsc 101 2) PO 1781 1, 137 3300 » 300, 00
Beranto! f hiladelphia/Pittsburgh)...] 143 B 471,600 (] 381,200
Syracuse (Buffalo). caeaveuecrnvenee.| T - 194 | 3,163,300 149 10, 500 S 800
© BUbLOtA)ecaeienccenaanaeans veeeeawee] 7081 4,316,000) 529| 2,802,000 179 | 1,724,600
Mod e soea bt Pasl) - 5| ssi0] 18| owo] 10| . som
A oage (Reattie) oo Cone| w0 0 3] 2380 9| ".176200
A .!Bomn) 20} 221,700 12] - 7800 18 }4:.100
Bofse (8alt Laxe Ciiy 25| 192700 1 72,700 1 20,000
Burlington (Boston).. 20 148, 400 8 47, 400 12| - - 99,000
.,Cheyenne é)envot).. 22| 187,100 8 42,000 18 128, 100
Fazgo (8. Paul)... g m,ggg 13 81,100 12 300, 900
Helena (Salt LaXe). .. 04, 2| - 87,300 u 15".400
Portsmouth (Boston). 24 165, 800 13 , 200 1 %

Providence (Hartford).. 38| 261,200 19 109, 300 17]. 18,
Reno (S8an Yecases - 7] - % 5,20 .19 183, 100
Wilmington (Philadelpbis).. 21 1 13 96, 800 1n 86,700
Bubtotal....... eesacssass venesnane 28] 2218000 137 881,700 161 | 2,854,200
Chiefs of administration, 20 dl;trlcu. vensn 40 314,300 [} 0] 314,30
Qrand total..... erteccassranonasnans 1,803 | 12,839,100 | 1,083 | 6,776,200 70 6, 063, 000
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Senator Douaras. Will there not be savings on rents, too?

" Mr. CarLiN. Yes, Senator, there will be a rent saving related to the
number of positions saved.

Senator Dovoras. I wonder if you could make : an estimate on that?

Mr. Carrin. I donot know. -1 sugpose we could make an e-iimate.
We would be glad to prepare and submit an estimate, Mr. Chairman.
) (The followmg was later received for the record:)

ESTIMATED SPACE SAVINGS

The planned field consolidations will result in space rental savings. Reduced
rent resulting from other agageies moving from:leased to IRS-vacated-space will
total approxlmately $580, Offsctting .rental increases resulting from the
field consolidations will equal approximatel 03(2’15000 ‘Hence there will be
a net saving to the Government of about $3

However, these savings will not be reallzed immediately, for the following

Teasons:
(a) Some of the district oﬁ‘icw are now overcrowded so that a reduction
“of total staff will slml)ly provide more room for ‘the remaining staff.
However, it will eliminate the need for acquiring additional space,
~ (b) Some small districts occupy the entire rented structure and it would
be difficult for GSA to modify its long-term lease in order to reduce the

amount of space rented.
(¢) Where small amounts of’ spacc are involved it is dificult for GSA to

utilize the vacated space for other agencies.
In addition to the above theré will be a-saving of 100,000 square feet of space
: through the reduction from 9 to 7 service centers.
* Senator Douaras. You mentioned that these are ultimate savings.
‘When'do you think that they would be realized?
", Mr. Carrin. The realization of the savings will, in larﬁe part,
depend upon how fast wo phase into this pro ave no
-desire to have a reduction in force. - We are hopeful that over a period
.0f % to:3 years, il we have the normal support of the Congress in the
- genoral growtﬁ and development of tl[;e Revenue Service, these
ﬁeople can be absorbed into other Revenue Service work. I would
thdt-the savings should be realized in about 3 years,
anator Dovoms May I ask this: What is your attrition rate
n.mong personnel in the Internal Revenue Service from death, retire-
~mgnt and resignation?
: T M. Carrn. The ptirition rate will var)lv by thie different categories
““of our. ‘ernployees,. . The rate for technical personnel runs something
Cover 6! percent,-a. year, and. that for clencal and others, about. 10

percent a year.
'I‘he Reve.hue Servnce today is approxlamtely 59,000 in’ strength
w mmon . About 28,0000 these employces are techmcal personnel

« and thi rest | elerical., ,

Senator Doviaras.; Making a' hasty calculation, this WOuld conge to
; mn attri gon in’ the tdchmcal personnel of about 1,700 & year?
APLN.
sftm Dotzems And of about 2 80() & yearin: the clerxcal person-

¢

AL/ N . . es R B ..‘\,

it mttor ()ﬁ(iru!mss Or a]total 01'.4 50(* a \enr? PPN

'— G l Lm‘ A M_-‘-> . e anea. .
Senator DoveLas. How many jobs do you expect uliimately o

eliminate?
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Mr. Caprin. Taking into account the people directly affected, and
the offsetting increase in staffing in other elements, the net employee
saving would be 720. : _

Senator Douvaernas. If you only diminish the total number of f'obs
by 700, and you have an attrition rate of 4,500, you can transfer these
people and simply hire, sny, 3,800, instead of 4,600 new people, so 1
should think yvou could effect t.flis, so far as finding a job is concerned,
in 1 year.

You may want to give people time to find new locations.

Mr. CarLIN. Yes.

‘ Sell&t(iP?DOUGLAS. But there is no problem, is there, of finding jobs
or people? - .

Mr. Carrin. I think you are absolutely right, Senator, that that
could be the result, if we did not take the human element into con-
sideration. If we offered people assignments in other areas of the
country, theseficld consolidations could be effected almost immediately.
. But'I would say this, as someone who is an appointed official, con-
firmed by the Seénate:

We can be very proud of the people we have in the Revenue Service.
They are a hard working, dedicated group of people, and I think that
we should show them every consideration and convenience in effecting
this change.

Wae are hoping that by phasing this out over a longer period of time,
people who do not desire to make these changes and move to another
city will be able to transfer into other Revenue Service or Treasury
Department work in their own localities. .

Mobijlity in the Revenue Service is something that has been highly
developed over the years, We have developed an exacutive develop-
ment program in which mobility is emphasized. ‘The top people
involved in the change we are discussing—Distriet Directors, Assistant
District Directors, Division Chiefs; and Branch Chiefs—are people
who are oriented to the idea that the Revenue Service is a nationwide
Qr%anizabi(m; and that their mobility is an important part of the job.
" Senator Doucras. No greater hardship for & Governinent employee
to transfer, is' there, than for an employee of General Electrio to
transfer, or the Atlantic & Pacific Stores? L

Mr. Garriy. The only distinction I would make, Senator, is that I
do think—and the Congress is reconsidering this right now-—the
amount of money paid to .an- employee for his movin% costs is not
always sufficient to reimburse him for his actual out-of-pocket costs
oven under the most conservative situations., . ,. ... ..

Also, you do have -the potential-loss on the sale of a xesidence.
Many companies have some sort of reimbursement arrapgement if
there is & forced loss heocause of a rapid move.. They take the fair
market value of the-house-through appraisers, and then they find
what the man-had to. take on: a %prce sale, ; The absence of such
reimbursement for Government employee p.uza him at a disadvantage,
and_ this is the sort of factor we want to take into account in- pot
pughing this change too rapidly,: .-y -on oo o e
¢ : If we take the time to establish ~tine-m0rgamza,t_mn on a longer
range basis, I think the igpact on employees will not be_as severe.. ..

Senator Douaras. Now,-of course, you have attrition in each and
,e\'_eryd;s,tmcr-,-,and,Aap{mrentl, , you believe that the attrition in each
and .every: district,will: be auE‘mien,t;tg‘:\b;prb the occupants of dis-
placed jobs, if they do not want to transfer? ot e aa
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. Mr, Caruin. Yes, sir, that is correct, Senator, and we have tetrain-
ing programs in operation today in connection with our automatic
data processing program. Some employees in many of these districts
have, for about the last 2 years been retraining for other jobs, preparing
for the move into-automation. We would hope to be able to follow
through in a comparable fashion- here.

Senator Dougras. ~ In other words, you are trying to introduce
efficiency and economy in your practices, save the taxpayers $6
million a year, but to bend over backward in being humane to the
employees? -

- Mr. CaruiN. That is right. :

Senator Doueras. I want to commend you, and I think this is a
splendid demonstration of efficiency. = —_—
- Mr. CapLiN. Thank you very much, Senator.

» The CHAIRMAN.  Sénator Williams? ' o

‘Senator Wrrraums. Mr. Chairman; T yield to Senator Dirksen.

- Senator Dirksen., Mr, Caplin, what is your budget estimate for
fiscal 19647 A '

Mr. CaruiN. Budget estimate?

Senator DIrkseN. Yes; that is, in round figures.

‘Mr. CaprLiN. Yes, sir,

The a‘fpmpriation request was $578 million, and the House has
approved $546 million. We are hopeful of making a presentation
before the Senate requesting moving toward the $578 million figure.

Se?abor WitLrams. How does your 1964 request compare with
1963 : : :

Mr. -CapriN, The 1963 base is regarded as $504 million, which
takes into account the $18 million -pending pay act supplemental.
There is an additional $10 million of 1964 Pay Act supplemental,
which is built into our 1964 figures, . R

" As ‘the House committee pointed out, they allowed a $42 million

increase. - S ‘ S
This involves absorbing' over $10 million of an'additional : pay
increase,” which' is in'the neighborhood of $32 million net addition,
Seim‘.?tor DirksEN, What 1s - the :total’ number of departmental
plo? | T
pe?VIr. :CapLiN. In Washington; we have roughly 3,500, Senator. -
- Senator DirkseN: And in the field? - Ce
‘M¢r. CarriN: The balance would be about 56,000. S
Senator DirksEN. So you have a little over 69,0007 BRIV
Mr, CapLiN. Yes, sir. - S )
Senator DirgseN., What did you have:last year? T
Mr. Carrin: This is last year's figure:: We have requested- an
addition, which- takes- into account’the needs of automatic data
processing elements, in the rieighborhood of ‘3,000 more employees.
‘The growth of the population and the fact that income tax returns
are becoming more ¢ompléx—as people move up into higher income
attérns and move away from a siniple'tax form—are very healthy
or the economy, but, from the standpoint of tax administration,
‘result in ‘& greater number of returns and more difficult returns to
examine. This creates a need for skilled people. Co
" The tax laws are also changing. They-are very complex and de-
tailed laws, : ' A very skilleg(f)mfesslonal bar and accounting profession
emphasize ht,he constant need for our keeping up with this development
and growth, " R :

PR
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Senator DirkseN. That is all.
The CHAIRMAN. Senator Ribicoff? ’ ‘ ’
Senator Ribicorr. No questions. ‘ :
“The CHAIRMAN. Senator Williams? '
Senator WiLLiams, Mr. Caplin, first, I want to say that if this is
a bona fide step toward reducing the operating costs of your depart-
ment I certainly shall be supporting it, and shall commend you upon
the action. However, there are some questions which come to my
mind as to whether or not, there will be the true savings which you
picture and whether or not it will disrupt some of the essential services
to the taxpayers. ' ' ‘
But before proceeding I want to make this statement as a member
of the committce, I am disappointed -that- this, what you consider
to be and what many consider to be, major regrganization plan was
put into effect without first consulting- with some of the committees
of the Congress which are charged with the responsibility of main-
taining the proper scrvice. o : :
I am wondering why this was not discussed with some of the mem-
bers of the appropriate committees: first. Is it not customary?
" Mr. CaprLiN. Senator, the fact is that we did consult with the
important: Menibers of the Congress who were chairing comnmittees
directly affected by what we were doin%. I personally consulted
with Senator Harry Byrd; with Chairman Wilbur Mills; with Senator
Robertson of the Senate Appropriations Comnmittee; with Congress-
man . Gary, the: chairman of the House Appropriations Committee;
and we full explored the ramifications of the proposed changes. .
Infuct, the House Appropriations Comiittee hias had an extensive
examination of Internal Revenue'Service in process for over 6 moénths.
A detdiled report' has been submitted to the House Appropriations
Committee, and there has:been a very high degree oP inforniation
available for sometime through these various studies. -~ .~ .7 >
Senator Douaras. Will the Senator from Delaware yield? @ " -

- Senator Wirtiams. I will'in'a momént.. : L
‘I appreciate that very much, but the Finance Committee 'hiid' the
Ways and Means Committee are the ones primarily concerned.' "~
Mr.CarLiN. Yes. - N ' ' A
Sénator WiLLiams. ‘And with-all'due respect to consulting with the
chairman of these committees, those of us in the minority read it in
the  newspapers first. We would: appreciate it in_the’ futuré; when
these major changes are involved if soms of us on the minority would
be conBuite,d at least when you will later be asking for our support.
But that is beside the point. "~ - C BRI
Mr. CarrLiN.. Senator, T would just like to add-this: S
That T am very mindful of what you said, and I accept the criticism
for not conferring further. The only statement I could make i§ that
we had a very rigid timetable on this because.of the necessity of my
‘making an_ appearance before the * Appropriations Committee on
Tuesday, March:5. - - T T o
Wo had t6 notify a large number of ‘people almost simultaneously;
one group was our regional commissioners. - We brought them'in on
the preceding Saturday and discussed  with-them thé details of thb
reorganization. They had a copy of & roport which they had been
studying for some tinme, but this was the first time that the definitive
plan was nmade available. . . PR I
07024—63——8

T
P
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The regional commissioners went back to their offices on Sunday.
On Monday, they met with their district directors, and the district
directors met with their employees on Tuesday, the samo day that 1
was appearing beforo the House Appropriations Committee. On
Monday, the day preceding my appearance beforo the Appropriations
Committeo—while I was trying to complete my presentation and
study—I did confer with a number of congressional leaders. I con-
ferred with some of the members of the Republican Party, as well as
of the Democratic Party. :

It was a question only of time, of my ability to contact peoplo in
the last minutes of Monday.

Senator Dovaras. Will the Senator from Delaware yield?

Senator WiLruiams, Yes, 1 will yield.

Scnator Dovonas. Does the Senator from Delaware maintain
that a committee of Congress should cxercise supervision over all
the minutia of administrative procedure, the internal organization
of departmonts? :

I had always thought this was a function of the Executive. Wo
have never tried to interfere when the Republicans were in power.
We are supposed to pass legislation. But I have nover thought that
Iwo wmio to oxereise censorship or supervision where oflices wero to-be
ocated, .

Senator Winniams. No one is suggesting that the conunittee oxor-
cise any censorship over the Dopartinent’s actions. This is an
administrative decision, and you have a porfect right to proceed. 1
only point out that it was thought important cnough to consult with
the majority party, but, while the support of the minority party
may not be too important, we as taxpayers do pay our proportionato
part of the cost of operating this Governmont, and as membors of
this committee we do have some respensibility for the oporations
of this Department. Of course, if this is a political decision I can
undorstand why you ignored us, .

r. Cavran. Senator, I would like to state I did not view this on a
artisan basis. I regrot that I did not consult with moro of the
Members of the Congress on both sides of the aisle, and I stand ready
to consult with you and any other Member of Congress at this time.

I would hope that I could supply you with additional information,
as it has particular concern to you.

Sonator Wirntams. I raise this point because this is not the only
timo this has happened. It seems to be tho custom, whether it 1¢
the announcement.of a contract, a chango in the major operations of
an agoney, or in a request for a major rovision of the income tax laws,
that the minority members read it in the nowspapers first,

I think our relationship would bo better and we would be bettor
able to understand your problem if at tho same time you recognized
that we have somo responsibility to our constituents,

Now, to get back to the point at issue; I repeat, if this is a savings
I will support you. I was ono of the strong and early supportors of
tho reorganization plan in 1952 when it was submitted .by President
Truman. T thought it was one of the most consructive proposals that
was beforo the Congress, and included in that rcorganization plan
were two very important points,

Ono was tho romoval of the directors from tha patronage system and
making them subject to civil servico, and I think we aro in complote
agreoment——
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Mr, CavniN. Yes, sir.

Senator Wiruiams (continuing). That that was a very important
step, and it was one which was approved by Congress; and I think it
has worked out very well,

Mr. OarLin. I would like to say it has contributed greatly to the
strength of the Service,

Senator Wirriams. I think it has, but there was another step which
in my oyinion was of equal importance, and that was the proposed
decontralization of many of the functions. Of course, there was
quite a scandal at that time, and tho reorganization was partly the
result of this factor. There was much criticism about the fact that
thore was an overcentralization of the power of making decisions for
tho fiald offices here in Washington,

'The purpose of the reorganization plan was to decentralize this
authority and put it back in the respective districts. We gave the
regional districts a lot more authority and gave more authority to the
directors in the respective areas.

I was a strong advocate of that plan, believing that it would be a
major step forward. I think it has worked out well over the years
and I am'a little bit concerned here today over this apparent trond
back to centralization.

I am wondering to what extent we will offset the savings by reduc-
ing ‘the officienocy of the organization as it has functioned in the last
few yoars. To what extent will we disrupt some of the services to the
taxpayers? -

Would you comment on that phase of your plans?

Mr. OarLiN. Yes, sir. -

Senator WiLtiams. Which is, again, a trend toward centralization
of powers?

r. CarLiN. Yes, sir. o

Senator, when I first came to Washington, I, too, felt that the
district-regional relationship should be caref! evaluated.. I have
had many Members of Congress question the validity of the regional-
distriet relationship. . : o ‘ ‘

‘In my earliest appearances bofore the Appropriations Committee,
I was requested to state an opinion on whether the nine regions were
the correct organizational setup, and at that time I stated to the com-
mittea that I was not in a position to give a firm view. ..

Duningv-*jlo past 2 years, I have been visiting our various offices,
sponding almost a tliird of my time in diroct contact with the districts
and regions; I think there is n very strong and important job being
porformed in the regions. L

'I'he only question is whether nine regions is the correct number.

In 1053, a year aftor the reorganization, the then Commissioner of
Intornal Revenue and the Secretary of the Treasury reduced the num-
ber of rogions from 17 to' 9. After careful study, I think that—with
the 10 yoars of experience we have under the 1053 roorganization; with
the 1053 réduction to nine; with the improved relationships between
tho regional commissioners and the district offices; with the very close,
cooperative working relationship betweon-staffs; with the training
programs we have had; and with development programs for manafers
at all lovels of the Service—we could (1) inerease the span of relation-
ship through this readjustment, and (?l) effactively reduce the number
of regions from nine to seven, while still providing all the services and
supervision necessary.
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The number of States within a roegion have varied considerably.
Out in California, for oxample, the regional commissioner supervises
10 States including Hawaii and Alaska., In Now York, on tho other
hand, wo have the rogional commissioner supervising one Stato. In
Omaha, tho regional commissioner has been supervising nine States.
With the planned realinoment wa will attain o' botter averago through-
out tho country.

- Sonator :‘Wirriams. May T interrupt?

I was not referring necessarily to the number of regions. 1 recognizo

thore i3 no magic in any number, But it is not only a reduction in tho
regional ‘offices, but it seems to be a general movomont toward as-
sombling tho powors in the largor oflices again, and, if I recall correetly,
it was in the large offices where wo had tho moat of our problems during
that particular period. The claim thon was that it was duo to the fact
thiat proper supervision could not be éxercised ‘over tho employoes.
- T havé boen very much impressed and, a8 you know, have compli-
mented you and your predecessors almost every year, on somnoe of tho
achicvemonta under this redrganization plan, :
" For oxdimmple, after this reorganization plan was put into effect, the
first assomblod statistics that we had of your total delinquont accouints
wore compiled. They were then averaging botter thian $1.6 billion
total dolinguencies at tho'end of every year, x .

Under this reorganization plan.wo have. had consistent reductions
in the ‘delinquent’ accounts through the years. - -

For instance, this year I notice they are down to $1.1 billion. . This
ropresents a $500 million reduetion in your total delinquont accounts
and this reduction has been nchioved under: this' decentralization
program in thé last 9 yoars; $500 million additional colleoted in 9
yonrs is a sizablo factor, and it is important. . s

In addition to that, we have had a rather efficiently -operated
Service.! Ib:is true that .we have lind minor. instances of irregularities
or itmproprietics on thé part of sohie.cmployees, but those have boen

_rapidly discovoredi " T T L L S TN T L s

ou had an incident on ono of our—I will not mention the Stats,
but recontly -you: had - several: employees. who were- picked: up - for
improper actions, and thoy wera.susponded or indicted, I conunend
you on the mannor with which you promptly dealt with that situation.

But this record raises the point as to whother or not this savings
is going to be a truoe savings. - e . ,

ow, assuming wo.have a $5 million annual savings, and, pro-
jecting back, .if this had been in effect 9 yoars ngo that would total
845 million. Now, that is important. But, to what oxtont would
it have affected the efliciency of the organization which collected this
‘additional $600 million in the samo poriod? - :

That is the point that bothers me. C L

Mr. Gapsin.. Senator, .oh: that point I do not know if it would
have been advisable 9 years ago. think-.——-nlthouﬁh it is difficult for
mo to make & judgment from this vantage point—I would have been
reluctant- 9..years ago to have mado -this recommendation. But
the life of a Foderal agency; like the life-of a.business organization,
cortainly. moves on, changes, develops an experience, and I do think
that the Revenue Service has reached a level today. where the planned
cchanges can be made without a loss of -the efliciency and the super-
wvision that:yotr mentioned..: ....- . ... .. . L :
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Tam very happy to notg the work that is heing done on the point of
intepi:ity and honesty. Wp have highly. dedicated-people, and there
has been strong support for this program throughout tho Service.
Our Inspection Service has 'done a.commondable job. It was com-
monted upon and commended by the U.S. attorney in tho matter that
you roferrod to just a few minutes ago. S

But I do not think that the changes we are making today will
adversely affect that program or the other programs of the Service.

Senator Winniams, I will uso some specific examples:: ™7 - .

As I pointed out, the national total of delinquent accounts has beon
reduced $500 million in the 9-year poriod under this rcorganization.
This is-a ¢ommendable record. I notice.that in my own State wo
havo had an 85-percont reduction in delinquent accounts, and I have
been rather proud of the fact that thoy boeat substantially the national
average. - - L . R CEoee

~But, a lot of our functions are now boing transforred to‘Philadelphia:
Philadelphia has a reasonably:good record; but it is a record nowhere
near in comparison to oui offico. S

Mr. Carnin, The people doing delinquont account work:in Delu-
ware—and Delawaro.does an outstanding job iri-this area—will stay
thero.. .- ‘I'he only;}moplo who would Ye affected in collaction, would
be thie branch chief and the division chiof who aullmrvise;tliis oporation,
In this instance, the branch chief and division chicf would.bo located
in Philadelphin. - There would be assistance and direction given from
tho region and from the district, but the district director ultimately
is tho top man with line authority. : A

Today, if there is any disputo botween a district director and a
branch chief that cannot be resolved oven in a singlo district, the
matter would be reférred to tho regional commissioner for resolution.
This would be tho same situation under tho planned changes. ‘The
district director ‘will maintain supervision over his office; and-he will
have o direéct line to tho regional commissioner to got a decision on
any disputo that arises. - B , T

Soriator ‘WiLLiaMs, But it has beon called to my attention—and
this. point.ivould :be ‘equally applicablo to Vermont, Noew Hampshire,
or any of tho other arcas involved-—that they have the impression
that tho tax returns. are going to bo shipped-out of theso arvas and
concontrated in thé :cities, that they will-have to photistat them
and bring them back. If a taxpayer has a consultant who wants to

o in' to Wilmington, Vt., Burlington, or in Augusts, that they would

avo to get their tax returns from the distant city.

Mr. Carnin, Thero has beon some misunderstanding, '

Sonator Winuiams. They would have to go to tho office, and the
offico will have to say, “Come back in 8 days; your tax returns will
be photostated and brought back to us.”

Maybo they will got thero through the mails or maybe it will not.

Mr. Carriy, Thére has beon some misunderstanding about that
and also some chango. ,

Misunderstanding avose beeause some people folt they would have
to go outsido of tho district for some of the sorvices. We havoempha-
sized, and wo will make sure, that all the services that the taxpayor
or his representative had bofore will continue to be made available to
them in the district. . :
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The returns will not be shipped out of the State for storage. The
returns will remain in the State. FEven had they been shipped out,
as originally proposed——

Senator WiLuiams. That is the point. It was a part of your
original plan that they would be shiglped out, was it not?

Mr. CaruiN. Yes, but they are shipped out for processing today,
Se(llmtor. Every return in the country is shipped out of the district
today.

Senator WiLviams., After——

Mr. CapLin. Before processing.

Senator WiLLiams. Before they are processed?

Mr. CarLIN. Before processing. Today they are shipped out.
We have been considering——

Senator WirLLiams. Where are they shipped?

Mr. CarrLin. They are shiI;‘)ped to the three area service centers
throthoub the country, to Lawrence, Mass., to Kansas City, Mo.,
to Salt Lake QCity, Utah, and also to the new regional service center
at Atlanta. The three area service centers have been operating for a
great number of years.

. We have been using machine equipment there, electronic equip-
ment, for a number of years. The actual returns are shipped to these
centers, and they are physically shipped back, after preliminary
processing.

Senator WiLLtams, You have spoken of your plaus to reduce the
number of your employees nationally by 700.

Mr. CapLiN. 720; yes, sir.

Senator WiLLiams. By 720.

Will you give us a breakdown of those 720 by offices and positions?
Will you put that in the record? (Previously submitted, see contents
for page number.) )

Mr. Caruin. Yes; we will be very glad to, Senator.

Senator WiLr1asms.” And then I understand you are asking for 3,000
additional employees this year; is that correct?

Mr. Carrin. That includes the data pnoca;sinf people; yes, sir.

Senator Wiriams. Will you give us a breakdown of the areas in
which they are expected to be? . :

Mr. CaruiN. Yes, sir; I will be very happy to.

(The following was later received for the record:)
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Staff changes, permanent personnel, 1864 budget request

Actisity and Category
2. Collection of revenue: Number
ia) Returns processing . . - - oo cceccecmccccnnaon- 410
b) Delinquent accounts and returns:
Revenue officers. v eececcmcccccrmcccccccccmcnaaanan
(01717 217
3. Audit of tax returns:
a) Revenue Agents. .. oo eec—a. 1,204
b} Tax technicians and office auditors. . . - ocvo o mmceeaenn 65
() 20 14+ T3 S 408
4, Tax raug !nqc«latiz;;ticznsns: o4
() cial ABents. - oo eeeececccecccecercaeceaa-
() Olt)ger_____--__---._-------_------------_--------.‘ ..... 22
5. Alcohol and tobacco tax: (a) Storekeeper gangers ... .- o oooen.- (23)
7. Legal seryices: :
(a; AtOrneyB. - e ceccccccmcacanaes 34
(B) Other . ceccceee i ecrccamcc————— 34

8. Inspection:

(@) Inspectors. . _____ . e ecicceccao- 61

(0) Other. . o ciececcceecccemcccemcmac—can————— 11

9. Statistical reporting . .o cceeecccecacmaeneann 14
10. Etecutive ditection... .o oo e amemeae—c———— 34
. Service total . oo mceacecceccaceceas 2, 999

Senator WiLLiams, There seems to be a little question of how much
we are saving, whether we are saving in the right direction, when you
take off 700 and then hire another 3,000. I understood that automa-
tion usually has something to do with cutting down the number of
emplo?'ees. Do I understand that you are putting on 3,000 extra as
a result of this automatic processing? o

Mr. Carnin. I noticed a certain journal today made rfeference to
this, and it indicates a complete lack of understanding of the function
of data processing and the operation of the Internal Revenue Service.

The truth of the matter is that automation is primarily going to do
jobs that were nover done before. The chairman of this committee
vor?r strongly supported a bill for information réporting in lieu of
withholding.  Automation will permit us, for the first time, to make
alinost a 100 percent comparison of information documents against
the actual reporting on returns, o o .

This has never been possible before. We had only a small sanipling
obtained by hand. It is ai enornigus problem, almost 400 million
informational papers pouring it fron all over the country to bematched
up with taxpayers’ returns. We have hiad to make only a sampling,
Automation; however, will make this sort of comparison at speeds of
125,000 a second. It will reveal unusual characteristics in tax returns
B}, checking various ratios and will provide a 3-year record in A master

o at Martinsburg, W. Va. ~ = , , .

For the first time, we will have centralized in one location tlie name,
the address, the account number, and a rinning 3-year history of cach
taxpayer. . ‘ ) - ‘ . :

v{h‘o press of a button, we will be able to tell whether a return‘or
duplicdte refund has been filed—the other day wo l[}d 20 refunds
filed in the name of 1 man in 7 different States. Under the old
system wé might riot have picked that up for yéars. Through
automation, this name was recorded in the system, and the violatidn
'a"Ppeared at once in the central file in Mattinsburg when the second
claim for refund came through. This niaii' has' how been indicted.

3
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Senator WiLuiams. I supported the automatic data processing pro-
posal. I will not pursue this further because we have other members
and we want to ?ivo them all a chance to ask questions, and maybe f
can come back Iater for further questions—but you mentioned the
fact that one of tho hard decisions you had to make was a determina-
tion as- to whether you shall recognize Boston or Now York as the
central-office? :

- Mr. CaPLIN. Yes, sir. ) : ,

Senator WiLLiams. What was the determining factor in casting
that decision as to Boston? _ _

. Mr. CarriN. The basic factor is the location of a going service
coenter at Lawrence, Mass. We hiave over 2,000 trained people, koy-
punch operators and other people in tho data processing field, located
in the Lawrence arca. It isone of the most important factors through-
ot the -country to locate a service center in close proximity to a
r‘egli‘onal'oﬂit;'é wherever possible. ~ - L

he originai location of our data processing center in Atlanta was
nade because of the location of the regional office there. Whenever
we have an option-to locate an ADP service center, the staff has
consisténtly considered, all things being etlmal, that the most compel-
ling factor is to locate it as close as possible to the regional office.
. %Xow, we have situations which illustrate this practice—Phil-
adelphia, Atlanta, and Covington, Ky., which is just across the bridge
from tho régional office in Cincinnati. In Texas, the staff had wanted
" to locate the center close to the regioual office, but, on balance, the
decision ultimately was for, Austin, Tex. Recently we had to decide
whether we would locate in Boston, where we have trained service
center people and where the New York returns have been sent for 8

ears, .
? It would be a terrible blow. to move the Lawrence service center
and the people there. - These are not high-salaried people. It is a
depressecfJ area. On balance, we recognized that out of 785 people
in Néw York only. iwpro.&inmtely' 175 would be affected—the rest
would stay in New York, providing all-the services to the taxpayer.
Thé decision was made internally, was forwarded to the Treasury,
and was accepted by Mr. Dillon in the form proposed,

Senator WiLriams. How many seryice centers do you have?. -
~ Mr. Caprin, We had nine originally planned, but under the chanEes
we will have seven official ADP service. centers, . There always has
been in the background the need for another installation to take care
of payroll, certain Treasury operations, and certain statistical work.

It might be that another building would be needed for these opera-
tions; but, in terms of service centers, the original plan of nine has
been reduced to seven. We also have the national computer center
in Martinsburg. . - T . : ,
" Senator WirtLiams. Those seven, where are.the seven located? -

Mr, CapuiN. In terms of those under ADP, we have Atlanta,
Philadelphia, and Austin. . Covington was also announced as a.site,
but we are having some difficulty with the land there, Those are

the four ADP service centers. .. -, N N L ,
+ The three existing area service centers—the old service centers—
which handle returns and have equipment, key-punch operators, and
computers, have been in existence in.Boston, Kansas City, and Salt

Lake City for a number of years, - :
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One of the big problems is. Do you move them? Do you move
them to the regionnl offices, or, if possible, can you move the regional
offices to them?

Senator WiLLiams. Which two were you eliminating?

Mr. Carrix. We were eliminating the one for the Chicago region.
That was one. '

Senator WirrLiams. Had one been promised for Detroit?

Mr. CarrLiN. Thero had been an announcement that there was a
plan to put a service center in the Detroit-Port Huron area. That
18 correct, sir.

The other one planned was the Now York service center.

Senator WiLLiams. To get back to the original point, one of the
Boints that disturbs me is the efficiency with whicg the agency has

een operating heretofore under this reorganization plan. I pointed
out the national average reduetion in these delinquent accounts. I
remember very well that New York City and Boston were two of the
offices which were in rather serious difficulty just prior to the fe-
orglt‘mization. .
'here was trouble with all three directors of New York offices, if I
recall correctly, and trouble with the Boston office. And when you
have difficulty with the top echelon it also simmers down to the lower
lovel. Both areas went through major reorganization, I hdve been
very much impressed with the improvement in New York City since
this reorganization plan went into effect, and I say that as a former
strong critic of the area at the time. ' ,

In 1954, you had operating two offices in New York City—the
lower Manhattan and the upper Manhattan offices. The total
amount of delinquent accounts in both offices in 1954 showed a total
delinquency - of $329 million. These two offices have since been
combined, but they have reduced those delinquencies in 1962 to $110
million. They have ¢ut them over two-thirds, which is a remarkable
achieveiment, and it is above the national average.

I grant you they started fromi a very bad situation 9 to 10 years
ago, but they have made progress; and they have reduced the total
again this ‘year to 'an alltimeé low since these statistics have been
assembled.  They have a §-percent reduction again this year in their
total delinquencies, , o

I compliment the area on that achievement. As a former critic
I feel that I should give them credit. - _ SR

- On the other hand, I notice that in Boston 9 years their delin-
quent accounts were $41,306,000, and this year their total delin-
quencies are $42,998,000. They are at an alltime high. That is at
an alltime high in the 9 1y;earsx, and they have had a rather consistent
record of not handling their delinquent accounts well in comparison
to the way they have been reduced in other areas. .

This is a major point which disturbs mé in your present plan. :
_ You are moving  and ¢oncentrating the work of many of these
offices—not only of New York City, but of Maine, New Hampshire,
and'Vermont—and concentrating those in an office’ which over thé 9
years has had- 4 very poor record of collections as compared with
the national average. o

Even under the decentfalization plan of 9 years ago we have not
had the results that we should have had in Boston. :
- I am disturbed on this point, especially when we consider that New
York City accounts for $219 million of the total reductions of $500

97024—03——4
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million nationally. In view of this record I cannot understand why
you selected Boston for expansion. It is one of our worst managed
offices at this time.

Mr. Carnin. May I respond to that, Senator?

Senator WiLLiams. Yes.

" Mr. CapLin. T certainly agree with most everything that you said
Senator. This is an important part of our program. It has involve
the efforts of the national office, the regional staffs and the district
directors. ‘

I do not know whether I have to say this to you, but your interest
has not been unobserved. Your interest actually has been a helpful
stimulant in this area, In New York, there has been tremendous
achievement made, and this reorganization will not affect one iota the
people who should get the primary credit for the achievement.

I am talking about the district directors and the district offices.
The Manhattan and Brooklyn offices are headed by two extremely
able men, Charles Church in Manhattan and Thomas Scanlon in
Brooklyn. ‘

We are constantﬁr strengthening these district organizations. Both
are getting now buildings in which their operations will all be together,
and I think that they are going to continue doing an outstanding job.
In Boston we have had a number of changes in recent years. We have
a new regional commissioner in Boston who had experience in New
England as a district director and had experience in Chicago as a dis-
trict director, Harold AllL ‘

We also recently brought in a young, vigorous, able district director
named Alvin Kelly, who had been in St. Louis. He is now the district
director in Boston.

B Over the past 2 years there have been other extensive changes in

oston. ‘ . .

I am hoping that the Boston record will become an outstanding one.

At the same time we are getting from the New York regional offices,
under this proposed plan, some of the top people who will assume
authority up in Boston. : _

Senator WirLiams. I think those factors have to.be taken into con-
sideration when talking about the savings of $3 million to $5 million
per year. Iknow that a part of the reductions in delinquent accounts
can be atrributed to that portion of the reorganization plan which
was to decentralize some of this work.

I do not say at this moment that this plan of yours will reverse
that trend, but it does raise questions as to whether or not we are
moving backward into the direction which gave us all of this trouble
a few years ago. ' Lo .

Mr. Caprin. Senator, I have. this as a high priority item in my
points of emphasis throughout the country. The trust fund accounts,
withholding dollars, are, to me, on a Earallel -with the bank money
which passes through a teller at a bank. I think it highly improper
to have delinquencies here. ‘We actually have certain criminal
sanctions for an employer who uses witbholding dollars in his own
business; in effect taking dollars which he holds as a trust fund for the
United States and using it in his business. These are some of the
aspects of the delinquencies that you are referring to on the delinquent
accounts. T s

Now, most of the businessmen of America do an outstanding job
here. ;I‘hey would not conceive of ever improperly using these funds.

b
i
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After all, we collected over $99 billion in gross receipts last year,
and this {ear we will undoubtedly exceed $100 billion.

The de intéuent accounts are something in excess of $1 billion; and
should be reduced further despite the relative weight of the situation.
But we will continue to be emphasizing it, and I do not think that there
will be any lessening of our effort or of our effectiveness as a result of
this reorganization. I am hoping that this is going to strengthen the
situation. This is ny judgment.

Senator WiLLianms. I will yield.

I will merely say that the fact that much of this new concentration
of power or concentration of authority over the collection of taxes
which is being siphoned back into the trouble-spot area and that
disturbs me, and the areas from which much of this work is being re-
moved are the areas which have been able to advance thus far the best
record in the country.

Those points should be taken into consideration.

, I wﬂl! be watching most carefully the results of this plan if it goes
through.

My, Capuin. We will watch it carefully, too, sir.

(The questions subsequently submitted by Senator Williams and
the replies by Commissioner Caplin follow:) .

QuEsTiONs SUBMITTED BY SENATOR Joun J. WiLLiaMs aNp RerLiEs sy Com-
MISSIONER CAPLIN ON NBW YORKk-BostoN REGIONAL OrFFicE MERGER

1. Question. How does it help toward a goal of economy to transfer approxi-
mately 176 “top level” personnel to a location where there is now less than one-half
that number, rather than the reverse?

Answer: By merging the Boston and New York regions, we will save 102
positions and $801,700 annually. This obviously helps considerably toward our
goal of economy.

The decision as to whether the Boston staff should be moved to New York or
vice versa was decided primarily, as the Commissioner stated in his testimony,
by the existence of an ADP Service Center at Lawrence, near Boston. X

The following analysis of the number of people who whould have to move
may be of interest: -

{(a) The Boston regional office has an authorized staffing allowance of 425
positions, of which 197 are directly operational. The remaining 228 are man-
agerlal and support personnel. : .

If the consolidated office were to be located in New York City praoctically all
the work of the 228 positions would have to be transferred there, the only exce
tion being a small group of A. & T.T. support people. It is estimated that 126
new positions would have to be added in New York for this transferred work,
thus creating a saving of 102 positions. (228 126). .

If permanent assignments for. the 102 occupants of the surplussed. positions
could not be found in the Boston distriet office (approximately 1,300 in strength),
theg-.would have to be moved to New York or elsewhere, or separated. . -

(b) The New York region has an authorized staffin alfowance of 785 positions, :
of which 385 are directly operational. The remaining 400 are managerial an
support personnel. . . . ‘ . :

- Because of the heavy concentration of servi¢ing and support activities in New -
York, 222 such positions would have to remain there in any event. Tlius, only
the work of 178 positions (400—222) would be transferred to Boston. It is estt-:
mated that in the consolidated office this work could be done by 76 people, thus
creating a saving of 102 positions. - : ST I , .

There is overy reason to expect that the 102 opcupants of the surplused posi-
tions can comparatively easily be absorbed by the Manhattan and Brooklyn'dis-
trict offices (approximately 4,000 in-strength). In addition, there will be oppor-
tunities In Boston and elsewhere for those employees who are able and willing to
move, .. ... L: . . o o . .y NP i

Conclusion: In elther casc the saving is estimated at 102 psoftions. 'To achieve
this saving it would be tmre'exgenslve and upsetting to transfer 126 positions:
to New York than to transfer 76 positions to Boston
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2. Question. It appears that many, if not most, of the assistant regional com-
missioners being transferred from New York have seniority over those in Boston,
How does it help toward a goal of economy to move such persons to Boston and
then have to relocate the Boston personnel elsewhere? Would this not double the
relocation costs?. .

Answer: It is true that many, if not most, of the assistant regional commis-
sioners in New York have enioritﬁ over their Boston counterparts.

There are, however, only 12 such positions in the 2 offices as a whole. Even in
the unlikely event that most of them elected to relocate the expénse thus incurred
would be a very small and only one-time offset to the total savings figure.

Furthermore, one of the basioc precepts of our management philosophy is that
executives must be placed where they can make the greatest contribution to the
Service and to their own personal development through broadened experience.

3. Question. "Housekee(fing” chores are most efficiently performed at the point
of highest volume. Would it not save more money to move all housekeeping to
the areas of most concentrated volume of returns, taxpayers, tax revenues, ete.?

Answer. The housekeeping, or service and ﬁrooessinf operations connected
with individual returns, taxpayers, eto., are in the main located organizationally
at the distriot office level. As such they are not affected in any way by the pro-
posed regional office merger. o

The housekeeping functions located at the regional level are grimarily in the
administrative servicing area (J)ersonnel, space, equipment, and supplies, eto.)
:lz:d are most efficiently located at the same site as the management positions

ey serve. ) )

4.- Question. In determining estimated savings from the proposed merger into
Joston, has consideration been given to the additional supervisory costs of con-
trolling the three major districts, Manhattan, Brooklyn, and Buffalo, from Boston
rather than from New York? . ) - .

Answer. Yes. This is answered in more detail at another point. .

5. Question. In determining estimated savings, has consideration been given
to the material increase in costs to the largest taxpayers in the country in having
their emFloyees and representatives travel to Boston? The Federal revenues,
through tax deductions, stand a major share of increased travel costs.

~ Answer., We see no reason for any increase in travel costs by taxpayers or
their representatives. The IRS, employees with whom such personal contacts
are made, will remain where they now are; only the regional executive functions
arc being merged. . . . : ‘

. 6. Question. Did the staff report, upon which the move is supposedly predi-
cated, specifically recommend the transfer to Boston or did it only recommend
the merger of the two regions? . ‘ .

gA}nswer. The recommendation was limited only to the merger of the two
regions. .

7. Question. At the time of the Service’s reorganization; it was apparently:
understood that the regional offices were to serve two basic purposes: (1) to
g;ovide better.and more convenient servide to taxsa ers, 8o that they would not

required to ‘contact national headquarters, an é)-to provide more efficient
and economical control over the housekeeping functions. How does the move
away from the greatéest concéntrated area serve either of theése purposes?

Answer. The stated objectives will still be met by the merged office. The
reasons for locating the 6ffice in Boston are givén above. - .

. 8. Question. Can it be stated unequivocably that the service center at Law-
rence, Mass., i8 now able to service the combined regions or will it be nccessary
to enfarge, or even move this present service center?. o

Answer. The present servicé center in Lawrence, Mass., is now. servicing the
Boston, New York, and Pbiladeli)hia regions. Under the ADP.concept, 109,000
additional équare fee‘)of space will be required for the regional service center that
will:service the combined New York-Boston region. After carcful review, it
has been determined that it is not feasible to enlarge the present building.
Accordingly, a new and larger facility will be required for the ADP regional service
center. However, the present employees will be retained in the new building.

The CHAlrRMAN. Senator Curtis? ,

Senator Curtis. Thank you, Mr. Chairman. I have several ques-
tions to ask. . : I

There are some distinguished Senators present here other than
members of the comniittee. If they wanted to get into the record
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rather briefly, I would be happy to withhold my questions, because
it may take me a little while.

The CHAlRMAN. We are very honored to have Senator Smith,
Senator Keating, because the distinguished Senator from Nebrask
may be quite lengthy. :

Senator Curris. Well, I hope not. I do not want to wear out the
Commissioner. . | :

Senator Dougras. Mr. Chairman, I would suggest that the record
be kept open so that the various Senators who object to this reorgani-
zation Elan may file letters from their constituents and organizations
as to their feeling in this matter. ) .

I think we should do that. o - .

. Senator Curtis. How long should we keep the record apen?

. Senator Douagras. I refer not merely to letters from Senators, but
letters from organizations to Senators, 80 we may judge what the re-
action lhas been; what is the attitude of the chamber of commerce, for
example. o ; ‘ ; .

The CuairMan. We will have to place a time limit on it.  I'think
it is important to have this testimonfr made public at the proper time.
.We cannot leave it open indefinitely e

I would suggest that we insert the statements from the Senators
but, if ‘we include statements from organizations, -it would unduly
delay the release of this valuable information, I think it is important
that it be expeditiously printed and made public information.

Senator Atken? . ‘ , :

. Senator AikeN. Mr. Chairman, I would like to say I appreciate the

rivilege of being permitted to sit with the committee and- to hear
K/lr. Caplin’s testimony this morning. _

I regard Mr. Caplin as an efficient public servant,

I also understand that he is carrying out policies approved at higher
levels of government. There is no doubt what he has said this morn-
ing clearly expresses the viewpoint of those who hold to those policies.

,%Iowover 1 find that what he has not said is still far more con-
vineing with me than what he has said pertaining to efficiency, morale
of employees, and so on and so forth. I do not want.to make any
statement. In fact, I will probably make a statement.on. the. floor
of the Senate in the hope that it will get wider circulation than’simply
a statement which may.be filed in the archives of this committee, - -

But I think the plan which Mr. Caplin is understandably supporting
is not good. I am sure that the facts will bear out a contention that
the Vermont, office’ is' more efficient than the office it is planned to
consolidate part.of the functions with.. As I say, I will explain that
later, but I understand his position. O R

Mr, CapLiN.” Senator Aiken, might I just sa{ this—

Senator A1keN. I still think he is a capable
moting the wrong cause, and I holzp a lost cause.

‘Mr. CaruiN. I appreciate the kind things you have to say, Senator.
I certainly recognize that there are.mang people who believe thiat the
small districts do a more efficient job than the'large districts, and'I

public servant, i)fd-

think that we can be proud of the record of the small districts. = .
. The big point is the price that the U.S. Governhiént can afford to
.pay for the very heavy ratio of supervisory employees and administra-
tive employees in the small district. I have been in close contact
with indusfry ‘over a period of 20 years. I 'recognize that in iridustry,
too, a réorganization plan is very distuptive. I recognize that
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employees in industry are very much opposed to change, and we have
been sensitive to that in trying to apply these same standards in
government. ) ‘

I would hope that the final plan, as it evolves, will lean over back-
ward in terms of protecting the individual employee, his convenience
and his welfare. . - . -

Senator A1keN, Mr. Chairman, if I may add just one more thought,
and then I will sit still, and that is in reference to what Mr. Caplin
has just said with regard to the supervisory costs of the smaller
districts. ' B

The supervisory costs of the smaller districts would not have been
as high proportionately, had the smaller districts not been required
to hire supervisory personnel they did not need, apparently in an
effort to justify increased persorinel in the regional Eistn'cts. You
have made them hire, or your department has, people which they
did not need. ‘

q Mr. Carnin. The service has been using a uniform pattern in'every
istrict. _

Senator A1ken. That is right. _

Mr. CarLIn. And the same pattern was used as a model and was
put into every district, regardless of size.

Senator AIKEN, Some of the smaller districts did not need all that
supervisory personnel?

Mr, Caruin, [ agree with you, sir, and we are trving to correct
that situantion by the changes now under discussion.

Senator AIkeN. And another point is that the colléctions in
{mrthern New England apparently have gotten worse during ‘the
ast year. ) -

I think perhaps the record should show the reason for that is that
all of the Goldfine ussessments have been charged to each State in
which he owned any property, making it appear that the delin-
quencies in my State are about five times what they actually are.

Senator Dovaras. Would you say that Goldfine distrfbuted
money in Vermornt? . ‘

Senator A1keN. Goldfine had his best mill in Vermont. THat is
where he made his vicuna cloth, and I did not even know that he
owned & mill until somebody raised the question.

Seunator DovagrLas. Some of the taxes which Goldfine did not pay
were distributed to Vermont people? ,

Senator AIKEN. That mill is still operating, and I think it has
been earning money enough to pay off most of Mr. Goldfine’s delin-
quency after all the rest of his mills were shut down.

(The following letter was subsequently received from Senator
Aiken:)

U.S. SENATE,
CoMMITTEE ON AGRICULTURE AND FORESTRY,
April 6, 1968.
Hon. HArrY Froop Byrp,

Chairman, Commiilee on Finance,
U.8. Senate, Washington, D.C. ‘
Dear Hargy: [ api)reciabed very much the privilege of sitting with your com-
mittee on April 5 while Commissioner of Internal Revenue Mortimer Caplin was
undertaking to justify the emasculation of the Internal Revenue Service offices
in 12 States. Mr. Caplin failed to make a case for the reorganization.
Previous to appearing before your committee, Mr. Caplin had testified before
the House Subcommittee on Departments of Treasury and Post Office and Exce-
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utive Office Appropriations. T would like to ?o{nt out a few fallacles which are
apparent from the testimony which Mr. Caplin has given before the House and
Senate committees. , . ]

1. On page 383 of the House hearin%s, Mr. Caplin 'is quoted in a memorandum
to Sccretary Dillon as follows: *“We believe the morale of Service personnel today
is at a high lovel.” At no time have I known the morale of any Government
agency to be as low as the morale of Internal Revenue employees at this time.
If morale is high, why is it that Members of Congress have received hundreds of
letters and telegrams from IRS etﬁployees protesting this program?

2. On page 355 of thie same ‘House hearings, Mr. Caplin states: ““I belicve
these changes will not-only make the small distriets more efficient, but will also
give the taxpayers in thess distriots the advantage of access to more skilled
techricians than the small districts could provide on their own.” Yeton {)age 434
of the same hearings, he intimates that one gsurpose of the reorganization is to
reduce the number of technical’and service jobs. . ‘

3. The record of the Burlington, Vt., district office will show that this office
has been more diligent in the collection of delinqltlxcnt taxes and has exceeded its

oals to a greater extent than the region a8 a whole or the country as a whole.

ho reason that the records show delinquent taxes to the extent of $3,980,000 for
the Burlington district is due to the fact that the entire Goldfine account, amount-
ing to $3,154,171, was charged against each State where Mr. Goldfine owned
any property at all. Discounting this item, it appears that the delinquent ac-
counts on December 31, 1962, amounted to only $825,829. L

Jf the administrative costs of the Burlington office are slightly higher than
those for the big city offices, it ts due to the fact that the smaller district offices
were required to employ undecessary supervisory personnel. In fact, Mr. Caplin
stated before your committeo that supervisory peraonnel was appointed according
to a pattern which was used for staffing all district offices, whether large of small,

Mr. Caplin draws u most unfair comnparison between the offices at Anchorage,
Alaska, and Manhattan in an’ éffort to support a case for réotgznization, aﬁo’
states on page 7 of his testimony before your comtnittée: “From the standpoint
of supervision, our gres_ent setup ;‘)rovides a ohief of audit, for instance, in Anchor-
age to supervise 26 ecmployees; * * * and in Manhattan the chief fs. in. charge
of 1,100 employees.” The fact is that the chief of audit in Manhattan does not,
by himself, supervise 1,400 emé)loyees. he. time devotbd‘{o‘_general supetrvision
in Manhattan in fiscal year 1961 was 3,383:ddys.” I am Sure that the Internal
Revenue Service does not have supermen' of this type and based on actual work-
time of 225 days per year, 3,383 days work would represent about 16 people
who in 1961 were supervising about 1,300 employees. The Internal Revenue
olfﬁicials should not resort to unfair comparisons of this typé to substantiaté their
claims. S : o :

Mr. Caplin has stated: .“We have no immediate glnns for further reduction of
districts.”” Tho word “immediate’’ implies cldarly that the Treasury Department
does intend to further consolidate the offices of the Internal Revenue Service until
the administration of ‘this service fs ¢concentrated in a few places. The effect of
this would be to weaken the identity df the States,

As to Mr, Caplin's ¢laim for savings fn the cost of operating the IRS, such
claim i indefensible, He states that, the reorganization will permit a total layoff
* of 700 personnel, while at the same time, the Treasury is asking Congress for
funds with which to hire 3,000 additional employees. :

To the best of my knowledgs; the 12 district offices serlously affected by the
IRS reorganization plan have ah exceptional recotd for honesty and efficlency.
Thelr service to the public has been outstanding.

My final observation is this: The Pregident has d;mked Congress for $43¢ billion
to carry on aid programs all over the Wotld.” Somé of thiz money is to be used to
help other nations install and improve their tax systems. I know of no good
reason why we should appropriate & single dollar to set yp or improve tax systems
in other countries while at the same time we aré emasculating State district offices
at home on the pretext of saving $5 million.

If the Governmettt finances are in such condition that it is necessary to save
$5 million, it will be far better to cut other programs not $5 million, but possibly
as much as'$5 billion. - . .

1 urge your committee to do all possible to prevent the Treasury from putting
its unsound and discriminatory program into efiect. .

Sincerely yours, G;‘ Rae D). AIREN
. oRaE D, N,
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Senator Curtis, Mr., Chairman, I' will bo happy.to yield to the
Senators:on my loft briefly, if thiey want to insert sorhothing in.the
record or ask a question, . C
. Sonator SMith, Mr, Chairman, I would like to join Sonator Aiken
in thanking you, as chnirman, and your commniittee, for giving us the
privilego of coming in hero and listening. -1 have not any questions
othor than those that have glréady beon asked. ’
. I,have been very much concerned with tho stiddénness of the an-
nouncoment and the confusion that it created in the State of Maine,
I have beon er_ing to detorimine i'ust exactly what would happen up
thare, ~ It is all the way from the loss of 95 to 10 employees, and then
from '8418,000 loss to Maino t6 somothing under $100,000.

. So all.l can say, Mr. Chairman, is this: - . .

Me, Caplin; when you do got your plans firmed up, and this goes into
operation; and you'know what it-is going to do to the State of Maino,
I would greatly appreciato it if you would make siich an announce-
mont, of pormit Senator Muskio and myself to make such an announce-
mont, that would clear.up the confusion. : o :

Mr, Carran, 1 willnake sure that you have the dotails. We hidve
altoady sont to Sonator Muskie a position-by-position analysis of
what-would happen in Maine under the plan, but I will make sure
that you get a co?y and also get you a copy of the communications we
liave’ had’ with the secrotary of the New Iingland scnatorial group
My.'Nigliol.. I have conforred with him, and I havoe given him detailec
infoxmatiorn ovor the past week. :
¢ lSen‘abo?r Smit. Has the plan gone into cffect-yet, or are you still

elaying? | ; e '

‘M. gu‘nm, ‘To'effectuate most of tho plan, it will bo necessary to
have the approval of Mr. Dillon, Secrotary of tho Treasury. "He
has signed the authorization. At the same time, he announced tho
matter was being held in suspension; pending consideration of the
various commonts received. . e e -

“Today, no positions are being changed, * The only things being done
at presont are discussion and B}mmin . The Progmm -will be
effectunted only in the event that Mr. Dilloi gives the final approval.
. Sonator SmitH. Mr, Chairman, I would only like to'stato that I
think no ono has a botter record than I have in economy, but; I mugt
say that I do not like the falso economy:that comes through
sacrificing tho servico of the people in my own State. - Thank you
vory much, L o : ‘ ,

~ (The following lotter from Senator Edritund S. Muskie was inserted
in the record at the direction of the chair:) -

: U8, SexnaTs,

, CoMMITTEE ON GOVERNMENT OrERATIONS, :
. ‘ April 6, 1068,
Hon, Harry F. ByRp, _—

Chairman, Senate Commitlee on Finance, o
Washington, D.C. . o o

Drar Mr. Cuatrman: I wish to record, with your commitico my opposition to
the Internal Revenue Sorvico. reorganization plan, as announced ~sarch 6, 1063,

I support offorts to lmi)rovo tho oMelonoy of Governnient operations, and I
think the Commissioner of Internal Revenuo'should ho commended for his active
concern with ways and mcans of achieving savings in tho cost of operating his
ageney. Howover, I am not convinced that the proposal will result in the sav-
ings projected. It Is apparent that it will contribute to a reduction in service in

tho modified distriots,
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I am concerned ovor tho potentlal impaot on my constituents, and I urge that
tho plan not be implemented,
. Sincercly, . : . . )
. - : Epuunp 8, Muskie, U.S. Senalor.
. Tho Cuameman. Senntor Keating? T T
Senator Krarine. Mr, Chairman, I appreciate tho opportunity to
be here and to be allowed to participate in this hearing, which I think
is very important. L . .
I havo & statoment which, with the chairman’s permission, I will
ot read,.and, if T may, place it it the record at this point?
The Cuairman. The insertion will be made. = :
- (Thestatement submitted by Senator Kéating, ns woll as the state-
mont submitted by Senator Jacob Javits, and questions submitted
jointly by them, and replies ‘thereto, follow:) L

REOROANIZATION OF INTERNAL RevENUE Sirvice Figrp Orricss -

. Mr. Keamiya. Mr, Chairman, mowmbers of the committce, l'ot me say first that
I am exceedingly grateful for tho court%y gcou have oxtanded In permlmmf me to
rart!clpnto In this excoutive session, . Wo Senators who havo a particular, {ntense
nterest {n the matters now before this committeo certainly aro pleased to have
your cooperation, and, In turn, to cooperate wlth'\you in arriviug at the faots.

\What are the faots we are concerned with?  Well, I hopo this committeo will
bring out a great many that have 8o far been elusive, but, if I inay be permitted,
let mo recount the relovant ohronolog{ and basle facts as I know them: -

At approximately 10 a.m, of March 5, 1863, I recelved a letter, as I am sure
all other Senators dld, from Commissloner Caplin, advising mo of the proposed
reorganization of the ficld office. structure of the Internal Rovenuo Sorvice.
Among tho announced changes, and tho ono | am imrucularly conoerned with,
was tho abolition of tho office of the reglonal cotnmissioner now located in. Now
York City and a realinomont of Internal Revenue Servico &eglonnl;boundarles
8o as to include, within tho presont Boston or New. England States reglon, the
ontire Now York State region theretofore headquartercd in Now .York: t\‘;' R

After making a: brief, preliminary oheck into the coonomics.of the aituation,
I wired Sceretary Dillon, the same day, to adviso him of my protest and opposition
to the proposed transfer, and asked that no implemonting atops be taken untjl 1
had had an opportunity to discuss the matter with him, cither by myself or in
conoert .with the entiro Now York State congressional Jelcgatlon...»-»L!mitations
of time prevented mo from pointing out, on March §, the completo factual basls
for my strong belicf that tho proposed transfer would work inestimable hardship
on not only service omployees in Now York City but also upgn willions of tax-
ya*ers and their logal ropresentatives throughout our Stato.  However, on March

».1 had an opportunity, on the floor of the Scnate, to specl ont my ob{:‘o fons.
Later that same day, I reoelved a Troasury Departinont press roleaso advising me
that tho Secretary had announced that he would give carcful consideration to all
the protosts received, and, in tho meantime, would call a halt to implementing
steps.  On March 8, Scoretary Dillon roplied to iy original wire enclosing a copy
of tho previous day’s press release, and I should like, and ask unanimous consent,
that the correspondence just referred to, including the departmental press release,
be mado a part of this record, *

The very same day, howover, Mr. Chairman, to be precise, at 8:48 a.m., the
reorganization plan embodied In Treasury Department Order No.:150-37, was
filod a8 & Fodoral Roglster document and published in the Foderal Reglstor of tho
noxt day, March 0. “Although scetlon 6 of the ordor provided that the reorganli
sation should not-take coffect until January 1, 1964, scotion 5 stated as follows:

5, Implemenlation. The Commissionor of Internal Révenuo {s authorized to
offeot, at appropriate times and in an orderly mannor, such transfers of functions,
personnol, positions, equipment, and funds as may bo necessary to implement the
provlslodi of this ordor,” -~ =~ - 0 7T AR TR

So that thero ma{ bo'a completé rocord, Mr. Chairman, I'am asking unanimous
consont that pagoe 2313 of tho March 0 Fedoral Register, setting forth the Becre-
tary’s order, also bo insorfed &t ‘this point. " R

07024 88—
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. (B) ’ : .;

Now, Mr. Chairinan, I found it extremely difficult to beliovo that therc was
such an urgent situation involved that, contrary to tho Scorctary’s personal as-
surances to me, somo implomentmi; steps were nevertheless about to be taken.
I was therefore jolted whon later in March and oarlfv this month I rccelved a
number of latters, some signed, and some, for perfectly obvious roasons, anony-
mous, stating in no uncertain terms that machinery had it faot alrea‘dg beon set
fn motion for removing the New York regional headquarters from Now York
Ci?' to Boston, . . .

or example, in an anonymous letter dated March 18, 1063, from some 20 New
York City employecs, I was told that ‘‘The instructions from IRS urge moves to
be accomplished during the summer of 1063.” A signed letter dated Maroh 22
was to the same effect. Another signed letter dated April 2, 1863, said that
“Task forces are in operation at this very moment Plaun ng the various moves.
We have been informed this will be a gradual 'phas ng out’ operation and some
people may be moved as early as this summor.’ ‘

aturally, Mr. Chairman, becauss of iblo roprisals against the employees
involved, the names I know of shall bo held in strictost confidence.

I go into all this history because it ecems to me it has a definite bearing on the
substantive merits of the reorganization plan. Is the Service going to go ahead
with steps to make the move so that it can later be claimed, upon review of the
matter, that it will be difficult to unscramblo the egg? In other words, are we
dealing with a fait soon to bo accompli?

Second, this is obviously having a disrupting effcot on tho morale of the New
.York City employecs. Are we gging to get at a later date the bootstrap argument
that the teansfer is warranted because morale in New York City is at a low cbb
and thus ing)alring the efficienocy of that regional office’s operations?

And third, but not least, do the steps that are now apparently being taken
represent part of a preconceived and foreordained plan to transfer operations
regardless of its real economic merits or disadvantages?

his, then, is part of the background against which, in my iudgment, the com-
mitteo should attempt to get at and ascertain tho facts. I will not go deeply into
the remaining faots, becausc it i3 my understanding that the committec will
undertake to eliolt answers to specific questions furnished jointly by my colleague,
Senator Javits, and myself. But here, as I see thoam, are the broad issuca:

1. How much money will be gaved by eonsolidntlnﬁithc existing New York and
New England States reglons into a single regional office? :

2. Would moro money bo saved by moving the consolidated regional office from
Boston to Now York City, or vice versa? Also, in this connection, has the Service
fully considered the factors of inconvenience and hardship that may be involved
for tho Service employees, taxpayers, lawyers, accountants, and so forth, of the
two affected regions?

3. What, if any, relovanco does the proposed transfer have with resseot to the
IRS program for phasing in automatio data processing equipment? and;

4. Has the Scrvice appropriately compared the two existing regional offices in
such vital matters as the volume of tax business, the efficiency of the tax collection
operations, and the reputation of management in each region for honesty, restraint,
and fair dealing with the taxpayors?

Mr. Chairman, I thank the committeo again for its conrtesy.

STATEMENT BY SENATOR JAcoB K. JaviTs oN IRS PR0Y0SED OQORGANIZATIONAL
Cnances BerFoRE SENATB FINANCE COMMITTEE ON APRIL 6§, 1063

Mr. Chairman, I much appreciate having the opportunity to present a state-
ment at this executive session of the committee regarding the proposed Internal
Revenue Service move of its New York regional commissioner’s office to Boston,
which is of extremely serious concern to the employces of the New York office, to
the great financial and lcial communities centered in New York City, and to the
taxpayers of the New York region, who contribute almost 20 percent of the Federal
taxes pald in the entire Nation.

My colleague, Scnator Carl Curtls of Nebraska, who is & member of this com-
mittee, has very kindly agreed to ask Commissioner Caplin questions relating to
the offoct on New York, on hehalf of myself and my colleague from New York,
Senator Keating, The committee will then, I believe, have a thorough basis for
assessing the claim of IRS—with which I disagree—that the proposed change,
along with other chianges in other regions, will effect a saving of $5 million.” Iow-
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ever, I should like to emphasize tho major point which I belleve the answers to
thoso questions will roveal. ‘

IRS contends that the shift of the regional office to Boston would be cconomieal
beeause an automatio data processing center will be constructed there. This
appears to be a weak justification for two reasons:

1) There is no necessity whatever for lo'catlxig the automatic data center fn the
Boston arca; it could with greater justification be located in' the New York arca.
IRS points to the existing data processing center in Lawrence, Mass. But as 1
understand it, the Lawrenco operation will have to be substantlally revamped,
possibly in another location, to become the proposed automatie data processing
center.

Equipment must be leased for approximately $600,000 aonually; and tho staff
would have to bo hired since the ke?' unch operators presently employed in the
Lawrenco operation are not trained in the tax skills necessary to use the new
high-speed equipment for processing tax returns. On the other hand, approxi-
mately 800 clerical employees in Now York who are experienced in dandling tax
returns will lose emPloymont- it would appear to be far simpler and more equitable
to train these employces to fhandle key punch equipment than to hire and train
Lawrence employces in tho tax law and procedures.

ﬁg Howover, oven If the projected Automatio Data Frocessing Center werc
to bo located in Lawrence, there would be no reason to move the regional head-

uarters from New York, The Lawrence Center, as a matter of fact, has been
¢ oln% processing (of the kind for which it is now equipped) for New York, approxi-
mately 250 iniles away, for a number of years. ~Under the now plan, the ADP
Center for the Chicago region Is to be in Kansas City, Mo., and the one for Sah
Franclsco is to be in Ogden, Utah, 800 miles away. dlearly, the physical
proximity of the ADP Center to the administrative headquarters of the regional
comniissioner Is by no means significant. But the need of the great financial
and tax center in New York City for ready access to the dirccting heads of the
v‘a’rilous branches of the Service and to the regional commissioner himself, is
obvious.

I belleve that the answers to the questions which will bo preseated today on
the move to Boston will establish these points. They will domonstrate that the
mova should be in tho opposite direction and that New York, as the larger work
force, the larger professional center, and the larger taxpaying area, should bo the
site of at lcast the main regional offico and probably the ADP Center as well. 1
very much hope that the committee will reccommend against this move.

QUESTIONS SUBMITTED JOINTLY BY SENATORS JACOB JAvITS AND KENNETH B.
KeaTiNG AND REPLIES BY COMMISSIONER CAPLIN

(l)ues;ion. Why did you decide to consolidate the New York and Boston

reglons

%\nswer. As stated in tho introductory romarks, we concluded from our studies

and oxperience that consolidations could be made in the areas supervised by the

regional offices. The area of the present New York and Boston regions is one

in which such a consolidation is possible. .

¢ Consideration of regional areas not suited for consolidation was based on these
notors:

ag Volume of returns filed.

b) Number and characteristics of distriots to be supervised.

? Numbor of regional office employees which can be offcotively managed,
) Quantity of operational activitics inoluding a{)poll&to and alcohol and

tobacco tax (as distinguished from managerial functions).

§3 Geographic homogeneit
A balan

Distances to be travoleg for supervisory purposes.

ced consideration of these factors led us to the conelusion that the
Boston-Now York arca was the most logical selection for consolidation in any
reduoction of regional offices.

Question. How much do you expeet to save annually by the consolidation of
the two regjons? .

Answer. The Servico will realize an estimated net annual savings of 102 posi-
tions representing $801,700 by consolidating the New York rogional office with
the Boston reglonal office,

This consolidation will also eliminate the nced for another regional service
contor with additional savings of about $500,000.
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. Question. How much do you estimate will be saved by moving the New York
Administrative Headquarters to Boston? - . :
- Angwer. As stated above, $1.3 million annually. « .
4 (tll;eats,tj,ou. How daes the New York City Distriot compare in size with other
stricts ,
How does the Brooklyn District compare in size with other districts?
How does the Boston District rank with other distriots?

Answer:
Numberof { Dollarsof ‘| Number of
returns ootlections employoes
The M.ﬁ\;’iauan Dist:iet ranks... 3 1 1
The Brookiyn District ranks.... é 18 4
The Boston District ranks ] 8 10

_ Question. Does the present New York region handle a much larger number of
tax returns than Boston? . » . .

Answer. The present New York region haudles 10.73 million tax returns of all
types; the Boston region 6.23 million,

Questjon. Does the present New York region collect a much larger amount of
taxes than g_oston? Ve e e o

Answer. The present New York region collected $18.05 billion and Boston

$5.53 billion {n fiscal 1962, .
. BQzues%ion; Does the present New York region have a !arger pérsonnel than
Boston S ,

:}ns\gog.ﬁ s;I‘he present New York region has 6,801 employees and the Boston
region . . . . ‘

g(iuest{on. What is the operating cost of the two offices?

Answer. The total operating costs (obligations incurred) for fiscal year 1962 were;

New York regional office. - - .. - oo ooa .. $5, 776, 000
‘Boston regional office. - ... __..__._. mmmmmmmemmmeecaaaa 3, 451, 000

.. Question. How much more woiild you save if you retained the present New
York regional -headquarters in- New York, and movéd the headquarters from
Boston to New. York, instead of tho reverse? . :

Answer. We anticipate no additional savings should the neiw regional office be
retained in New York. S e

Question. Have you taken into consideration increased traveling expenses and
losses of time of the largor number, of aupervisory-personnel traveling from Boston
to the vastly larger Now York City and Brooklyn districts, than in supervising
Brooklyn and Boston districts from New York City?

"~ "Answer. ' Yes,: we have considered this and believe there is little, .if any, sig-
nificant difference in costs from one location or the other. It is true tho larger
offices réquire more supervision and more frequent visits. These dollar and time
costsof travel from Boston to the Brooklyn and Manhattan districts will be more
than if New York had been sélected.” On the other hand, the Boston district
office is also a large office. In addition, five of the remaining seven district
offices (Augusta, -Burlington, Hartford, Portsmouth, and Providence) are closer
to Boston than New York. Albany is only 6§ miles farther from New York than
Boston; Buffalo, of course, i3 considerably closer to Now York.

_ In summary then, six offices aro closer to Boston, one 18 about equidistant, and
three (all large) are closer to New York. As we'see it, this just about balances
out to an even choice with the possibility that a precise analysis would weigh the
seale in favor of Boston on travel and time costs. .

Question. Why not retain.tho present regional headquarters in New York
City and have it superviso the ;)roposed consolidated region, rather than transfer
that function to Boston, Mass.

Answer. The decisive factor in our-decision to locate the new regional head-
quarters in Boston is the existence of the Lawrence Service Center near Boston
twith its large cadre of trained personnel who ¢an make a smooth transition to our
automatic data processing operations. It is advantageous, if other factors permit,
to have the regional headquarters near tho service center. : .

Question; Is the Lawrence, Mass., processing center now equipped to operate
as an automatic data processing center, or will it need a new building, new equip-
ment, and’ additiondl personnel which would have to be trained for new tasks?
Where will it be located? . ’ .
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Answer. The present installation in Lawrente, Mass., is not equipped to operate
as an ADP regional sérvice center as it {8 not large enough to house the total work
force that will be required. In this res;t)ect agprox!mately 1,600 additional em-
ployees will have to be recruited and ttained for ADP operations. ‘Although
new computer equipmerit will be installed, it will be somewhat smaller in scale
than the equipment now used in the existing installation. The new center will
be located in the Lawrence, Mass,, drea accessible to present émployees of the
existing service center. ; N : I

Question, \WWhat will be the cost of obtaining and installing new eqpipment
for creatlon of the proposed automatio data processirig center in Massachusetts?

Answer. Actually, the computet equipment in the new center will be less ex-
pensive than the e u{})ment, presently in use. This is becaube the large scale
computers in the A s(fste‘m are located in tho Natlonal Computer Center at
Martinsburg, W.Va., and thé regional centers will have smaller scale equipment
configurations. In accord with Federal Folioy, we are now planhing to purchase
moést of the computer equipment that will be uséd fn the ADP system. On this
basis, we will have a onetime purchase cost of approximately $571,000, plus an
gg&x%ecurring cost for related equipment and maintenance of approximately

] - . .

Question. How many new emplt:iyees‘ will have to be hired and fally trained
in order to handle the new t{pe of data processing for both New York and Boston
and what will be the cost of creating working space for them?

Answer, The Lawrence Center *u-esenlly has 1,065 permanent and temporary
employees during the peak rush of the income tax filing period. The combined
Boston-New York reglonal service center will have 2,683 permanent ah tem-
porary employees at peak. The additional employees will, of course, require
special training. The building we now ocoupy rents for $287,000 a year. The

encral Services Administration has projected an annual cost of $249,337, over a
50-year period, to provide for & new Federal building. ]

uestion. Can you explain why the Treasury now considers it necessary for the
New York regional administrative headquarters to be moved to Boston so as to
be nearer the proposed automatie data processing center in Lawrence, Mass.,
when its latest plan is to have the automatic data processing center for the Chicago
regional headquarters located in Kansas City, Mo.?

Answer. It Is advantageous, if other factors permit, to have the regional office
near its service center, In the case of Boston and New York, the declding fadtor
was the service center near Boston, We have a different situation in the Omaha.
Chiéago merger, The existing service center at Kansas City s distant from both
existing regional offices. It would be impractical to uproot both regional office
staffs in a shift to Kansas City or to niove the existing service ¢enter to another
¢ity. These factors did not permit the new regional headquarters to be located
ucar its service center. As stated elsewhere, other considerations were weighed
in deciding on Chicago as the headquarters location. . .

Question. What is the importance of physical nearness? ‘

‘Answer. As'time goes on, the service ¢enter will become more and more the
heart of burregional operations. Physical hearness of the regional headquarters
and il',s lservice center will facilitate rapid, day-to-day supervision and com-
munication. , } . . : . . )

Question, How many returns were shipped last year from New York to Law-
rence, Masd., to be partidlly processed there, and, after processing, how were the
resulting records handied? ' Coie C . ‘

Answer. A fotal of 10,752,725 returns of all types wera filed in the New York
region [n calendar year 1962; 8,746,220, or about 81 percent, of these returns were
shipped to the service center'in Lawrence for processing. The vast bulk of these
returns represented individual income tax returhs. “The center processed most
of these returns to completion; including mathematical VErification, the issuance
of refund tapes to the disbursing office, issuance of bills to taxpayers, and the pro-
duction of all required reference registers. : The. returns, together with related
reference registers, and accounting documents, are stored in the district offices
whe;gd taxpayer service and any additional collection or enforcement action is
catried out.':: Co R T

uestion, What would be the effe¢t on present personnel at New York City if
regional headquarters were transferred from there to Bostong, S
. Answer. ,The New York régfonal office has ah au;h‘priz,bd_siaﬂj;fg‘qf 785 posi-
tlons. -Of theése, 385 are operational personnel lodated in'New York State and
Puerto Rico; the bulk of them'in New York Cityi The remaining 400 at¢ mana-
gerial, support services, and associated, olefical personnel. .’ T
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The 385 operational personnel will remain in their present location. The re-
sponsibilitics'now assigned to the 400 mana}gerial and support personnel will be
transferred to the Boston regional office. owever, because of the heavy con-
centration of Service activities in the New York City area, 222 of these employees
will be retained in a subregional office lacated in New York City. Thus, 178 per-
sonne] are directly affected. JIn addition, however, it will be necessary to estab-
lish 76 additionawositions in the Boston office, : i

It is anticipated that the 102 (178-76) employces not taken care of above will
be able to transfer to the Manhattan and Brooklyn district offices. Additional
opportunities will, of course, be available in Boston and other IRS offices, where
appropriate vacancies exist, for the employee who is willing to move.

uestion. What would be the effect on present '})ersonnel at Boston if head-
quarters for the consolidated region were in New York City?

Answer. The Boston office has an authorized staffing of 425 positions. Of
these, 197 are operational personnel. The remaining 228 are managerial and
support personnel. If the Boston office were consolidated in New York City,
the 197 operational personnel would remain in their present location. The
responsibilities now assigned to the 228 managerial and support personnel would
be trausferred to the New York regional office. Current Service activities in
Boston are similar to those in Omaha.  These activities are not as concentrated
as in New York. Thus, if the regional headquarters were moved to New York,
only a very few of the 228 managerial and support personnel (probably only a
small group in the alcohol and tobacco tax activity) would be retained in Boston.
However, to absorb the work of these two hundred and twenty-cight or so positions
it would be necessary to establish 126 additional positions in the New York office.
. . Itis anticipated that the 102 (228 minus 126) employeces not taken care of above

might be able to trarsfer to the Boston district. This would, of course, present
more difficulties than absorbing the same number (102) in the larger Brooklyn
and Manhattan districts. Additional opportunities would be available in New
York and other IRS offices, where appropriate vacancies exist, for the employec
who is willing to move.

. Question. Are plans presently being implemented so as to begin, in the near
future, transferring personnel from New York to Boston?

Answer. We dirccted our regional commissioners on March 7 to delay all imple-
menting actions pending completion of Secretary Dillon’s review.

They were instructed at the same time to proceed with planning for the changes
in accordance with the guidelines which had been furnished them.

However, no steps will be taken to carry out the plans until the Secretary
completes his review and announces his decision.

In directing that no “implementing action’ be taken while his review was
underway, the Secretary meant that no changes in work assignment or in personnel
should be made.

Itilf ((i!id not intend that all study be dropped of reorganization possibilitics and
methods.

Actually these studies—which are now going on—will benefit the employees,
because these studies include efforts to identify the employees who will be
adversely affected and to find ways of aveiding or minimizing the adverse impact.

Senator Kearinag. This is a matter of very deep concern to New
York, of course, and I think a completely erroneous decision.

Senator Javits and I have submitted to Senator Curtis, who is a
member of the committee, some questions sﬁeciﬁcally with regard to
the New York office, which I understand he will propound to the
witness. I, therefore, will not go into that. ,

Senator Curtis. On that point, those questions have been typed
and are here. I think it would serve just as well if I submitted them
and let them be answered for the record.

Senator Kearing. I would leave that, to you. .

The CuairMaN. There is no objection to that, Mr. Caplin?

Senator Curris. Then I would like to''ask unanimous  consent,
following Senator Keating’s statement and observations, to insert
Senator Javits’ statement, and them, follow with the questions that
the two Senators submitted to me in reference to New York. . :

The CrairmMaN. The Chair’ thinks it is important to make public
this testimony at the earliest possible time. I think we will set
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Wednesday morning, April 10, 1963, as the final date for submission of
statements of Senators for inclusion in the record. ' After that, the
publication will be made as soon as possible. -

Senator Curris. Senator Cooper? .

Senator CooreR. ‘I want to thank the chairman and the committee
fé)g germitting me to ask a question of the Commissioner. I shall be

rief. » , )

1 would like to inauire of the Commissioner, Mr. Ca};{)lin. the
status of the propose computinlﬁ center at Covington, K For
tho benefit of the committee, I will give what I believe are the facts
which make this question an important one.

When it was proposed that a service center, a computing center
would be built in this particular region, the city of Covington offer
to donate a site. Afterward, on Januur[y 23, 1963, the White House
announced that the center would be built in Covington. Legislation
was introduced in the State legislature to clarify the power of the city
of Covington to donate a site to the General Services Administration.

Then an ordinance was passed by the city of Covington, and the
ordinance was tested in the courts and was affirmed by the highest
court in Kentucky, the Court of Appeals of Kentucky.

After that, the city borrowed $1.8 million to purchase the site.
It executed a lease to the General Services Administration. Bids
were advertised for construction. Those bids have all been rejected.
The House Public Works Committeo has approved the prospectus
of the GSA for construction of this center at Covington. :

I understand the funds required of the Government have been
submitted in the supplemental appropriation bill, but it has been
reported that the Secretary of the Treasury is reviewing, not only,
as I understand it, the question of the location of this center, but the
entire regional arrangement. .

My question is this: ) ) ‘ '

The city of Covirllgbon has obligated itself for $1.8 million. I
would like to ask, Does the Internal Revenue Service intend to
logltla_te ;ts center in Covington which has obligated itself for $1.8
million ,

Mr. CarLin. Senator, there is nothing that I know that would cause
any change in these plans. My own personal participation was to
work with the Bureau of the Budget to make a presentation to the
Congress. I understand there are certain committees that havye
approved, and there are other committees that have not yet approved

this.
I think that the matter really is resting in the lap of the Senate
right now. . : ‘

t depends upon what action is taken in the Senate to determine
whether or not the program will move forward, That is my under-
standing of the situation. o ‘ :

Senator Coorer, I do not want to 'take up the time of the com-
mittes, but the White House made a statement that this center
would be located at Coyin % The city has obligated itself for
$1.8 milllon. I am on the Public Works Comnittee of the Senate.
I may say that the IRS has told mo that there is no change in its
position. GSA says there is no change in their position, but they all
sey the matter is being reviewed by the Secretary of the Treasury,
and no commitment is t6 be made until he makes the decision. -
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 Mr. Captin.: Sehator, I am not awaré of any formal review of that
decision in tlie Treasury Department, -My last informdtioni was that
this matter has passed through the House committees just a matter
of a few days ago, and that it is now before one of the committees of
the Senate. I could bo wrong, but this is' my understanding of the
situation. - . e ;
Senator Coorer. T accept your statement in full. But I have been
told that it is being reviewed by the Secretary of the Treasury.
© Mr. CarLin. I was in contact with the Secretary this morning, sir,
alr)ldi(th'cre is nothing to indicate that there was any change in his
thinking. ‘ :

Senator Coorer. Cair you make, in your report, n statement
whether or not the Treasury or IRS-inténds to locate this center
at Covington, Ky:, or has it changed its decision, and I think it is
impottant, in view of the fact concerning all the agresments with the
cit{ committing itself to $1.8 million,

Mr, Carrin. Senator, I will be very happy to make a statement as it
pertains to my own authority, but I certainly could not go beyond
that, as you can well appreciate, but I will be very happy to add to the
record a statement on this. ‘

. (The following was later received for tho record:)

The site for the proposed regional setvice conter in Covington, Ky., was
selected on Januarr gi, 5)3(832. 8 : : grom 7Y

Invitations for bids were issued August 28, 1962. Bids were opened October 15,
1962. Fourteen bids were received, On December 13, 1962, the Chicago GSA
regional office Informed all bidders by letter that their bids were being rejected
becauso GSA 19683 Appropriation Act requires congressional approval on leased
construction projects costing over $200,083. On January 16, 1963, Administrator
Boutin informed Commissioner Caplin by letter that *“The Director of the Bureau
of the Budget has determined that it shall be this administration’s policy to con-
struct facilities such as Internal Revenue Service regional service centers with
" funds appropriated by the Congress rather than through private financing.” On

J anuary§l 1963, the GSA submitted a prospectus to Congress requesting approval

of the ublic Works committecs to. construct the regional service center at
Covington at an estimated cost of $4,610,000; $790,000 of this amount was for
site purchase and design,, : . : s

On or about March 27, 1963, we were informed by GSA that a letter was being
sent to Representative ’I‘homas, Chairman of GSA’s Agpropriations Subeom-
mittee, asking him to reduce the approgriation request by $500,000, since the
oit'i: of Covington had agreed to donate the land. , S ‘

he Internal Revenue Service has not ¢hanged its plan for a regional service
center at Covington, Ky. However, this proposal—like all other parts of the
overall proposal—is 8till under review by the Sceretary.

Senator Coorer, I may say that statements from your Division
have been thoroughly in accord with what you have said.

Senator WiLriams, Will the Senator yield?

Senator CooPER. Yes. S el o

Senator WiLviams., When was the White House statement made?

Senator Coorer. According to the records I have, the White
House announcement was January 23, 1062, that a center would be
built in Covington, and, relying on’ that, ‘the city of Covington has
obligated itself for $1.8 millioni; not wholly _relyn,ns on that, but relgmg
upon its agreement witl_l thegeneral Seyvnces Administration-and its
talks and conferences with IRS, . . L
" The CuairMaN, Seuator Long? .

Senator

tor Lona, Mr. Caplin, just as 6ﬁeﬁxéxh_'8qr 8f;£bis'®mxﬁitw§, it
has always been my réaction that I.would be mllln%@o voto you just
whatever money 'you need to go out and ¢heck anybddy’s tax return
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that you think ought to be checked. I would go with you to the
extent of checking every taxpayer’s return, if you thought that you
would make money by doing that; that you would collect more than
it cost to do it.

Mr, Carrin. 1 aplpreciabe that, Senator.

Senator Lona. I fee]l that way about it because I think that where
money is owed, it ought to be paid, and it ought to be collected.

- Now, what concerns me is the sort of case that appears to make an
example out of an individual taxpayer by punishing him on charges
of fraud. These are thrée such cases which come to mind. I ain
sure, if I wanted to, I could multiply that many times over in my own
State, and I guess you could, too, in a lot of other cases. .

I have in mind the kind of case where a man obviously owes you
some taxes. He did not pay them all. He gave some weak excuse
that, for example, he gave 1t to his accountant and that the accountant
did not understand what he had in mind or something of that sort.
The man, his lawyer and others concede that there are taxes owed.
Yet the lawyer advises the man if he files an amended return, he is
going to put himself in jeopardy, he is still subject to fraud prosecu-
tion, and one thing and another, with the result that it just drags on
year after year after year. N

Four, five, six years the Government comes in and asks the man to
waive his rights under the statute of limitations, and these things
just drag on and on and on. It is kind of a surprise to me that a
number of these people just have not died from heart attacks or heart
failure as a matter of anxiety and uncertainty over the period of
years that those things drag on. ‘ e .

What I wonder is: Why can this thing not be worked out more on
the basis that when you find that somebody owes you some moneﬁ',
go ahead and settle 1t, rather than to keep dragging it out with the
prospect of making a fraud charge out of it. \ :

r. CapLiN. On the first point you make, I think the great need of
the Service is to expand its audit, collection, and intelligence opera-
tions, We are examining a little over 6 percent of the returns, but
should be examining more. Most Americans do an outstanding job
in reporting taxes.. They are inherently an honest people, with a
high level of education; and I think we owe it to these people to make
sure that the fellow down the street; who may be trying to avoid
these taxes or evade them, pays his fair share. Lo

This is the reason why we have been asking for increased personnel:
to increase enforcement results, and to assure everyone that each of us
is bearing his proper tax burden. :

This is why we want to take as much of the overhead as we can, and
translate that into effective operating personnel. This would permit
us to make more rapid audits, to have better coverage. .

I would not want to recommend examining every return in America,
but I think that our present ﬁgure of 6 percent plus is much too low.

On the fraud cases, out of 62 million individual income tax returns
filed a year, perhaps 2,000 or more fraud investigations are undertaken,
I could give you the exact figures for the record, just so that you would
have the full picture. :

- I would like permissioni to add that, Mr. Chairman.

- The CuAIrRMAN. ' Without objection. D

¢ Mr. Carrin, Inthemain, we prosecute only a very small percentage
of cases.

07024—03——06
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The taxpayer is afforded rights of review in the district and in the
region. - The case then goes to regional counsel. The taxpayer also
has a right of review and conference in the Department .of Justice.
The Department of Justice is charged with the full obligation of
prosecutm% or not. : o

-We merely recommend whether we think & fraud case is supportable.
I think here, too, there is an effort to lean over backwards to make
sure that a man who may be technically guilty of criminal fraud is not
subjected to an unwarranted trial. 'We do not want to have a man
subjected to a trial where there is any real doubt.

- I'think this contributes to the lengthening of the process. "It is a
very difficult analysis to make as to whether a man has properly
reported his taxes. We have a criminal statite, passed by the Con-
gress, which reflects the policy of the countryiv. I think it is an im-
portant policy, and that the ultimate criminal prosecution for willful
evasion of taxes is extremely significant to the successful operation of
our type of tax system.

. Senator Long. Let me ask you this: ‘

Could you provide me with the figures, if you do not have them,
and if you have some idea, I would like to know it here—as to the
percentage of prosecutions that actually result from a recommenda-
tion of fraud prosecution at the district level, that is, at the field
officelevel? : c s

Mr. CarLin. I will attempt to give you a breakdown of the recom-
mendations from the field, translate that into actual prosecutions
and try to refine that as well as our statistics permit.

Senator Lona. Right. I would like to have that.

- Now, sometime ago I gained the impression that there was only
about 1 percent of the recommended prosecutions out of Louisiana
being prosecuted; that either at the district office at Dallas, at'the
Washington office of IRS, or over in Justice, somewhere ‘along the
line, 99 out of 100 were i)eing dropped out on the basis that they
would not be ap}lzropriate for prosecution, .

“Mr. Caruin, That is a very surprising figure, if it is accurate
Senator. I will try to supply a specifi¢ figure. -

‘Senator Lonag, Here is the thing. that concerns me about this,
Just taking your figures here, you are investigating 5 percént of these
returns; you are checking 5 percent and showing up with 2,000 fraud
investigations, My guess s that if you would investigate all of them,
you would probably be showing up with about 40,000 fraud investiga-
tions. - y . _ ‘ )

It is my impression that for every one of these fellows that you
prosecute, you have probably got 10 or 20 who are guilty but who are
never prosecuted. C . »

Now, I say that as a lawyer who knows what it is to defend guilty
clients. - 'Oftentimes, we have someone guilty of theft. If he makes
restitution, he will not be prosecuted. I recall having settled that
with the district attorney at one time. Some old colored boy was
carrying the money of his employer, and he said he fainted: on his way
to deliver it to the intended receiver; and the authorities did not take
his word for it. e ,

I had his relatives niake restitution, and I told the district attorney
- I wanted the charges dropped, because the complainant had with-
drawn any interest in it.. - : T A )
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-His :answer 'was, “Well, the'State is still interested in this matter.”
‘Isaid, “Well, you come down to the Main Street and I can point out
to. you enough people to fill your jail, and évery jail in this State, who
haye violated some law, but who dre just not being prosecuted:for it.”

We had a fellow who was:guilty ‘.of a game violation -for'shooting -
more ducks or having more ducks in his possession than'the law-woul
allow. - He ran for reelection and was reelected. - As a matter of fact,
he made a point in every campaign speech, hé said, “Now; everybody -
who has never violated a game law, anybody who has never ¢aught
some fish out of season or some shrimp out of season or never shot a-
Equié're;l, out of season or never shot a'duck out of season, raise your-

ands. cee SRR

One hand went up and:he said, “I’ll bet you don’t fish .or. hunt,”
and the person said no.! " He was elected State senator, having served
6 days in jail for having more ducks in his possession than the law
would permit. _ S S

Now, I am concerned with picking out a few individuals and making
therh the matter of exemplary punishiment when a lot of them are
good folks. I thought that one wealthy man in my community might
Eet caught some day for cheating on his incoms tax; but, lo and-behold,

y the time you got the fraud charge on him, you didn’t prosecute him.
Instead, ﬂg'ou'go and’ preeecute some other fellow who ‘must run for
public office and who has a good reputation among his own people.

I would like to explore with you,-and I wish you would look into it
to see if there is some way we can handle this thing so that- youzgo
after your money first, to see if you cannot settlé as to whether the
money is owed. After you settle’on gettinggour money, then take a
good look at it and seeif this fellow dan be prosecutedfor.fraud.

Mr. CarniN. There are-about 3.5 million returns audited'each:year.
Many -other returns are actually physicdlly -handled and:looked over:
preliminarily. We mathematically: verify, glancing at the return,
fi‘?(}ling' subtracting—as many as 80 percent or more of the returna

ed: - . . . [ TP S S A S S £ BTSSR PP S
There is a careful attempt to identify the potential fraud-cases, and:
I would hope the disparity is not as great as you suggest. .: Certainly
the system is far from perfect, and we do run into situations akin.to
the -one you describe. “We make every effort, though, to.makéiour
selection an unbiased one..” .. - v ir L G
- This is certainly the program:we emphasize; that it-be done across
the board, without favor to any person, regardless of who he is or his
political affiliations. . ... - . ri o e =y
- Senator Lona. I know of accountants who represent a substantial
number of clients who have had a:practice of advising their clients
to go ahead and _clain a deduction, - o P T
i Mr, OAPLIN.’Yes.f U el BT Y I TS A

' Senator LoNag. And that if nobody raises a Eoint about it, thay.are
foing‘to save that much in taxes. : I think:that you have:probably
ound in your business particularly that these nonprofessional:fellows,
these fellows who hang a shingle out:and:say that they will consult
with you about taxes, are worse than the CPA’s about that.

Some of them might charge $5; others might want a percentage of
what they contend they have saved you by urging that you go the
limit in claiming deductions and take a chance on skinning by with
something, where taxes are properly owed.

SR

:



4() ADMINISTRATIVE CHANGES—INTERNAL REVENUE SEBYICE

I think that all those cases are situations where we ought to try
to tighten up and get our money, and I think there is a great-amount
of money that could be collected in those respects. But I am very
much concerned about the honorable, decent person, who has done
nothing different than what a great number of others have done,
being the 1 man out of 100 to be subject to sometimes 10 and 15 years
of these tax prosecutions dragging on, just never to be free, never to
settle his income tax E;oblem.

Mr. Caruix. You know, Senator, I think that the percentage of
eople in this country who would even think of committing criminal
raud in the tax field is minuts, when you take into account 62 million

individual returns filed each year.

A criminal tax fraud case is usually a fairly aggravated situation.
Our pecl?l)le will not go forward with a case unless there is something
of significance in it, recognizing that it has to pass through these
various layers of review—from the district level, from the agent,
supervisor, the division chief, the assistant regional Commissioner
(intelligence), then the regional counsel, and finally over to the De-
partment of Justice.

The normal situation is for it to be a rather significant item.

- The special agents and the revenue agents, who spend their time
on this, usually do not like to raise the issue if the matter will be
rejecte«i at higher levels. They try to reflect the policy as they see it
coming through the different stages of review. -

If they feel that their findings would not ultimately result in accept-
ance in the higher echelons, their ter ‘ency will be not togo forward with
that type of investigation again. ut I certainly will look into the
points you have made and supply for the record the figures.

Senator Long. I am frank to say I have seen a number of cases, a
number of cases of which I have some knowledge, which have just
dragged on and on. It is bound to have cost you a lost of money to
keep this thinug %oing, conference after conference after conference,
dragging in all of the person’s relatives, all of his associates, every-
body under the sun you can think of.

1 think most of these wound up without criminal prosecution.
Most of them did, but it just seems to me as though the Government
would have been saved a great amount of money if it had just gone
ahead and let the man settle in the beginning. 4

The man wants to settle. Once he has been caught cheating, he
wants to settle, if he can. . ,

It seems to me as though we ought to go ahead and settle some of
those cases, instead of keeping them. %lomg on forever. We bhad a
situation in Louisiana where a young fellow who was sheriff put gam-
bling out of his parish, while other parishes still had the gamblers
operating. So the gamblers wanted to report that this fellow had
gained some money out of the gambling activities in that parish

o what do they do? They spend 10 years tryin% to put that fellow
in jail for going straight, while the rest of the sherifis still had the
gamblers operating in their parishes.
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If there is any payoff going on, it seems to me the Revenue Service
should get after the guy who had the gamblers in his parish, not after
the fellow who put the gamblers out.

But that kind of thing seems to me as though it is a case where, if
{ou just let a person settle and go ahead and do his business, he would

e better off.

In the case I had in mind, the whole ministerial association support-
ing the sheriff but the Government still went after him who put out
the gamblers.

Senator Dougras, When did this happen?

Senator Long. Quite a few years back.

Senator Douaras. Did it happen between 1953 and 19607?

Senator Lona. It was prior to that time. .

(The material previously referred to, the written questions sub-
sequently submitted by Senator Long, and the replies by Commissioner
Chaplin follow:)

QuEsTioNs BY SENATOR Russery B. Loxa

1. Of the number of returns examined, how many fraud investigations were
conducted?

2. Of the number of fraud investigations, how many prosecutions were recom-
mended at the field office level?

3. How many of those were approved for prosecution?

4. How many prosecuted?

5. How many convicted?

-

Processing of lax evasion cases, Intelligence Division, fiscal years 1958 to 1962,

inclusive
1958 1959 1960 1961 1062
Income tax returns examined: )
FileMdaudit. ..o e, 702, 000 725,000 682, 000 703,000 | - 613 000
Office audit.eeeceoenecencaiane.. 1,794,000 | 1,870,000 | 2,054,000 | 2,539,000 2,633,000
Tot8l. e i iiaas 2,496,000 | 2,595,000 | 2,736,000 | 3,242,000 3,248,000
Fraud {nvestigations:
Prelminary....c.cceecininmennennnnnn. 12,738 12, 360 9,918 10,839 8,342
Full scale:

Total. e, 3,282 3,168 2,753 2,626 2,121
Withdrawals.._.._............. 7 889 296 918 862
Completed.....occunnnnnnn.. 2, 2,217 1,757 1,71 1,250
Nonprosecution.ee...cceea.... 1,254 1,251 626 476 304
Prosecution..cee.coceieaanna.a. 1,280 1,028 1,131 1,240 935
Pércent of completed.......... 80.6 5.3 64.6 72.4 76.0

Full scals fraud {nvestigations in progress,
end o(‘rear:
Totalnumber. ..........oooeieae.... 3,808 8,003 2,528 2,639 2,718
Over2yearsold.......oooeeeiiiano.... 478 263 mn 148 154
Percentoftotal........................ 12.& 8.5 6.8 5.6 5.7
Dis of prosecution recommendations: .
Indictments. ............ooooeemnnees .8 702 839 8 83
1688, ...10osunnesees 70 543 630 . 682 520
Convicied after trial... 87 88 11 6 (]
o s o dlsiissed 13 & H o %o
'0l-pros r dism .
’l&al... chesmiececnsanacaioiaaaes 095 743 832 829 %




B I T L I

‘Lynch ‘committee investigating the

42 ADMINISTRATIVE CHANGES—INTERNAL REVENUE SERVICE

Proceasing of lar-evasion cases, New Orleans District Intelligence Division, fiscal
. years 1958 lo 1968, inclusive

1938 1959 1080 1961 1062
Fraud fnvestigations: :
gre]}mzma;ws .................................... 145 125 ] 1 ®
Cotal ... SUUETR. a 2 28 88 2
T WIBATAWAL cersieeenneenenenaaenanas 4 1 8 7 8
Completed. ... oo.o o1l llllllllllIll 37 31 18 3l 1
Nonprosecation........ eeeneeramnans ol 20 ‘17 9 10 4
Prosecution. ...ccieecacnaciciceences aqe 17 4] . 9 . 17
Peroent of completed...ccceierainvaanse 4.0 4.1 © &0 61.7 |- 81.1
Full scale investigations in%rogrm. end of year:
Total e i “ ) M 4§ o
Do amntate i g ondf wd| el ne
IR 7 0| =
10 s 7 3
B 3 OTOOURUE USSR U 1
3 DUSURDSRINN JOSVERREIN e ST
] 2 8 3
15 7 16 8 7
Taz evasion sentences, fiscal year 1968, and 8 months ended Dec. 81, 1968
Fiscal year | 6 months
m?“ end
Dec. 81, 1062
Defendants sentenoced: '
TOBOIVE MO, .o ccirceneacsnnscconiasasanccesoseasuaccascassasaanannan o) 104
259 127
7 Q
OAY. . etrnneciaesaacraseannancassasarasssnensasansascenansenmansnas 569 m
Fines imposed;
TODE PO cueeeemecrcaccarencacanceenesanemsnanssncansssnensnsnsnssenns 42,079, 491
Sz;spen%‘ed ............................ romesscsanancs pesesnnscnnnnnnnnas 41.% mg’,wo
. TotAl.eceneenannns easeteectacesessscmasestansnnenesnsansennennnennan 2,120,897 900, 991

" Senator CurTis, Mr. Chairman, I wish to thank fou for'liaving
& hearing at my request. I assure the Chair that I will move as

,ragidly as I can,

t is 12 o’clock, but I do have some questions I wish to ask, or I
would have made the request of the chairman for the hearing.
This is a matter that I have been interested in for a long time.
As a mémber of the Committee on Waﬁs and Means, I served on the
ureau of Internal Revenue,
which later became the King committee, Xrobably erroneously : re-
ferred to as the tax scandle committee. At any rate, out of that
came a decentralization of the Bureau of Internal Revenue. " *.
. Prior to the great expggsion of the taxpayers in number, ptior to
‘World War II, we only had about & million individual taxpayers,
did we not, or thereabouts, and it moved up almost overnight to over
50 million; isn’t that correct?
Mr. CarriN. That is right, sir,
Senator Curtis. And out of that experience, investigation and so
on, it was decided to have regional offices whose primary function
was to supervise; isn’t that correct?



ADMINISTRATIVE CHANGES—INTERNAL REVENUE SERVICE 43

Mr. CapuiN, They had dual functions, sir. About one-third of
their function is supervisory, the other two-thirds operational.

Senator Curris. But it was functions that had been handled in
Washington, isn’t that correct?

Mr. CarrLiN. The supervisory phase; yes, sir.

Senator Curtis. Isn’t that true of tho function?

Mr, CaprLiN. No, sir. We actually had many offices in the field,
as I have mentioned in my opening statement.

- Senator Curtis., Yes. : o ‘ .

Mr. Carrin, Different Revenue agents in charge, intelligence,
alcohol and tobacco tax, and so forth, The 1852 reorganization
moved a good deal of this down into the districts. We also wound
up leaving certain of the operations in the regions.

Senator Curris. But you did have, whether you called it regional
or not, you did have offices dis(rersed over the country?

Mr. CarLinN. Yes, sir; we did. :

Senator Curtis. So that was not really a part of bringing Wash-
ington supervision nearer to the field, was it? : .

r. CapLiN. No, sir; although it was intended to have the regions
operate as an extension of the national office headquarters.

Senator Curtis. Senator Williams called attention to the decrease
in delinquencies. I noticed in 1954 at Omaha there was about
$4,180,000 in delinquencies. -In 1962 it is down to $1,318,000. The
number of cases has dropped from 3,932 to 1,900. - .

Mr. CarLin, I believe you are giving the District figures, sir?

Senator Curris, Yes. s .

Mr. Carriy. The district is not being affected by this. I have
some regional figures. x SRR o

You had asked me a comparable question in ourrecent conference
in your office. At the end of 1954 the Omaha Region had 68,671
outstanding TDA’s, taxpayer delinquent accounts; at the end of
1062, 51,479, or a 25-percent reduction over that period—as compared
to a nationwide situation of 1,725,474 TDA’s in 1954 against 976,147
at the end’of 1962, or a43-percent reduction.’ ‘Omaha has shared to
a largé extent in the nationwide reduction. -t

Senator Ourris. And the Omaha District Offics has'had———

Mr. CArrin: Has shared in- that, too. - : -
Senator Curtis, Now you estimate an overall saving in the first
announcement of $5 million, dnd I believe:the figure is up now, what
you gave today is $5.9 million. That is out of all that you propose.
Mr. CapLiN. Under: this phass of the study; yes, sir. _
- - Senator Cyrtis. Did you allow-for any offsets? - .-
‘Mr. CapLiIN.“Yes, sir. This is'a net.figuré which> would show the
direct dollar amount actually of almost:$13 million directly with an
offset of about $6.7 million, or a net in the heighborhood of $6 million.
Senator Curtis, - What were thb offsets, not the dollar amounts, but
what wérefthe’ﬁiuros? Co RS R
Mr. CaruiN: The offsets occur in servicing districts where there is
& modified ‘distrit—- .+ . - IR
Senator Curtis. Servicing? e
- Mr.:Oarrin. The districts that will provide:techhical :and adminis-
trative services to these districts to be modified.- -~ - =+ -
Senator Curtis. That is one thing. Now what else? =~ -
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Mr. CapriN. The other major offset would be in a rogion where
you may have to place some additional staff personnol to take care
of an amalgamation of two regions.

For example, up in Boston there would be approximately 76 addi-
tional people pfaced in Boston as an offset to the savings occurring in
New York.

Senator Curris. Additional staff in a regional office?

Mr. Capuin. That is right. We also have the one-time offsets
which we do not figure here, such things as the moving costs of
affected employees.

We certainly recognize that this may be disruptive in the first
instance, and will have an impact on some of the work patterns of
the people affected, but we are hoping wo could minimize this. We
feel that any adverse impact will be dissipated within a couple of
years.

Senator Curtis. What are somo of the other offsets?

Mr, CapriN. I believe that in terms of other offsets the picture is
ve? favorable. I think the travel costs are more favorablo.

Senator Curris. They are increased? ,

Mr. CapLin. No, that is a plus factor. But I think that there
may be some additional space costs involved.

* Senator Curtis, Offsets?

Mr. Carrin. Those are additional costs. When I say offsets against
the savings, I am referring mostly to some temporary exponses in-
volved in implementing theso chanFes.

Senator Curtis. Then there will be more travel?

Mr. CarLiN. No, we think we will save on that.

Senator Curtis. Then travel is not an offset? :

Mr. CarLin. No, that is a plus factor. Space might be an offsot.

Senator Curtis. Might be. Is it? ‘

Mr. CarLiN, We think the actual additional space costs in locating
in Chicago will be about $24,000.

Senator Curris. How much? -

Mr, CaruiN. It will be in the neighborhood of $24,000.

GSA will be using the Omaha space. It has people in rented space,
for example in the Omaha region, who will be moved into the Govern-
zsneng space that is now being occupied by the Internal Revenue

ervice. : . » ;

‘Had the decision been to move the other way, Chicago into Omaha,
.there would not have been enough Government space available.
There would have been a rental of additional space. The cost of space
in Omaha is about $4.26 a foot as compared to about $4.50 a foot in
Chicago. There is additional space in the same building in Chicago
to take care of the expansion, .

Senator Curtis. Not a Government building?

Mr. Carrin. No, this is the $4.50 a foot commercial space.

Senator Curtis. But what I want you to answer now is what items
you consider offsets. I have got servicing of a modified district, addi-
tional staff in the regional office, and your space is going to cost you
something more. Now are there any other offsets?

Mr. Carrin. Of course there is a 2-year salary saving requirement.
Under the statute if you downgrade a man he can keep the higher
salary for 2 years.

Senator Curtis. Is there anything else?
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Mr. CarrLiN. Thero are other savings which we did not take into
account. As I montioned before, there are the retiremont costs which
are figured at about 8 percent of the salary saving. That is a plus
factor. I think thespace and equipment—as long as we are going down
to those items—I think you would have to put that into the saving
part in all fairness.

Senator Curtis. The reason I asked the question, your paper said
how much you were going to save.

Mr. CarLiIN, Yes. ‘ _

Senator Curtis. What I wanted to know is what additional costs
did you subtract from that to arrive at that figure?

r. CapLIN. On both sides of the ledger, Senator, we tried to stick
to salary savings only. We did not take a plus on some of the other
benefits, and we did not take a minus,

Senator Curris. Very well,

Mr. CaruiN. Yes, sir,

Senator WiLriams. Will you yield for a question?

Senator Curris. Yes.

Senator WirLLiams. Did you take into consideration the additional
costs that might arise from the taxpayer having to travel the larger
distance?

Mr. Carrin. We don’t think that the taxpayer will have to travel a
larger distance, Senator.

he services to the taxpayer—I hope this can emerﬁf very clear]
from this hearing—the services to the taxpayer will not be diminished.
I view this as a former tax practitioner, who someday expects to
return to the practice of tax law. The contacts with' the revenue
agents, intelligence aﬁents, collection officers, their supervisors, and
the conferees all will be provided right where they are now, .

The people who are affected by the reorganization are mostly people
that the taxpayer should not be in contact with. In the 10 years under
the reorganization, and I engaged in active tax J)ractice in Virginia
and in different parts of the South, never once did I have occasion to
contact the regional office. : :

Senator CurTis. Any point where I repeat it will be very brief,
but it will be because it lays a foundation for my next question.,

I haye before me a letter of March 5, 1963, sent to me by you,
where it lists the various items. Now of this $5.9 million, how much
of this reduction comes from a reduction in overhead of the 12 small
districts? .

Mr. CarLiN. $1.3 million a year,

Senator CurTis. And how much by the merger of multiple State
districts? -

Mr. CarLiN. $1.7 million a year. :

Senator Curtis. How much is saved under the heading of service
center changes? ‘

Mr, CapLiN, $1 million a year. _

Senator Curris. Does that involve automatic data processing?

Mr. CarLIN. Yes, sir. o

Senator Curtis, How does that come about when it is %oing to be
separate and apart from regional offices and district offices

at relation is that saving to the elimination of district offices,
the merger of multiple district offices in the State, or what relation
to it is it going from nine regional offices to seven?
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Mr. Capuin. I think the relationship is very clear; Sonator.
Incidentally, to round out the picture, there is $1.6 millior: involved -
in the amalgamation of the régions. A

The whole analysis and planning of data processing has supported
maintaining one service ceriter in each region. All the districts in
the region send their tax returns to the regional service centeér. .\The
r?ﬁional service enter is there as a servicing tool for- all the district
offices. : L

The regional office maintains close tie-in with the service center
the programing of machines, for example, which-is very detailed and
delicate work. S v ‘

Senator Curris. I am not disputing.that. < v

Mr. CarLiN. What 1T am saying is that the regional commissioner
and his staff are in close contact with a service center. We feel that
there should be one service center per regional commissioner,; and if
we have nine regional commissioners, we need nine sérvice centers as
the plan originally called for. But it you can contract the organiza-
tion and build it around seven, significant savings are possible.

In my contacts with the House Approptriations Committee, this
whole area was explored. I believe its report focuses on the number
of regions and the number of service centers.

Senator Curtis. How many service centers have you planned?

Mr. CapLiN, The same number as regions. We planned nine and
now we are cutting back to seven. : '

Senator CurTis. That plan was determined prior to this—

Mr. CarrLin. The original plan was nine. - The references to the
different service centers were the nine service centers for nine regions.
As woe reevaluate the'regions and can reduce them to seven, then we
can have seven service centers. L :

-Senator Curris. But you have always planned on having seven.

Mr., Caruin. No, sir; nine.” The plan all the time was nine. -

- Senator Curtisi'I can’t see the relation of the location of the
regional office with service'centers. - Lawrence, 'Mass.,  has been-
processing data for New York for many Sears,‘f hasn't it? ' : ~

Mr. CarLIN. Yes, sir; but not under ADP. : o

Senator CurTIs. Tt is 'under automatic machines of- somsé ‘kind.

Mr.-CarLin.' That is not the system as we talk about it. 'The
heart:of ADP is the céentralized file’of taxpiyers, having one location
where eévery taxpayeér’s account, his entire tax record, is centralized
in one place in the Nation. o

All of these service centers are going to fit into the new ADP
system.’ .It is an entirely different approach, although we use the
same type of people, )

Senator Curtis. In fact it fits into Martinsburg, doesn’t it?

Mr. OarLin. Martinsburg is the centralized ‘national‘ computer
center; yes, sir, . . o

Senator CurTis. Yes, and in the Chicago region, the processing
machines are going to bs in Kansas City;is thatright? - > '

Mr, CarLiN, Yes, sir, that is our present thinking.' ‘Wé hdve
actually annouficed this site. It wéuld be extremely costly to move.

Senator Curiis, The San Franéisco region, the processing equip-
ment will be in Ogden, Utah? - .~ - -~ . St

Mr, Caruin. We have not announced & final deéision on that, sir.
We are reevaluating -that right riow, and there is some real concern.
There are many problems,

3

!
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In terms of accessibility, it is not favorable. Ideally it should be
close to tho regional commissioner. It should be in San Francisco or
in Los Angeles.

Senator Curris, But currently, up to now, it has been on Ogden?

Mr. CarrLIN. Wo have an area service center there under the old
system, but we haven’t stated that it is going to be converted to ADP,

Senator Curtis. Is Lawrenco, Mass,, the old typo of machine?

Mr. CarLIN. Yes, sir, the old type of operation.

Senator Curtis. And the reason for taking Boston instead of New
York was not based on the fact of an existing data-processing center
at Lawrence.

Mr. Carrin. Ob, it was, sir.. All these people will be utilized. It
is just a question of reprograming the machines. We will use the
key-punch operators we now have.

enntor CurTis. Isn’t that true in Kansas City and Ogden?

Mr. CarLiIN. Yes, sir; that is right. ‘The point I was making was
that these sites were not selected initially for ADP purposes. ‘They
were slected many years ago as three operations which were going to
service the entire country, unrelated to specific regions,

Now we are moving into regional service conters, We have threo
ollld sites. The question is do we use them or do we try to 1elocate
them.

All the argiumems are strongly in favor of using thems., We have
trained people. We know how hard it is to get them in sufficient
quantities. Our problem in Ogden is that we don’t know if we have
a alar%:a enough work force. The building certainly is not large
enough.

Wg ‘are going to have to expand, but we don’t know if there are
enough people there. If possible we will want to protect this trained
group wo already have. :

Senator Curtis. You don’t anticipate any difficulty, the fact that
‘tlho maghines aro in Kansas City and the regional office is in Chicago;

0 you

Mr. CarLiN, It is not ideal. We would prefer it the other way.
All things be equal we would mush rather have it——

Senator Curtis. The closer the better.

Mr, CaruiN. The closer the better.

-Senator CurTis. How far is it from Kansas City to Omaha, about
100 miles, isn't it?

Mr. CapLiN. From Omaha, the mileage is better, but the timing
difference in transportation is de minimis, as I understand it. You
mag be more familiar with it than I am.

enator Curtis. Now. the alcohol and tobacco offices, they are
located in the regional offices, arén’t they? ‘

Mr. Caruin. Yes, sir.  Essentially the operating phase will remain
unchanged. It will continue to stay exactly where it is.

Senator Curtie. Are they affected by the ADP systems?

Mr. CarriN, Not directly, sir, no. S

Senator Curris. Will there be any alcohol and tobacco offices from
Omaha being moved to Chicago? = - o :

Mr, CarniN. Not the operational offices. The only part moved
would be the headquarters staﬂing.: L N

‘Senator Curtis: Isn't it true that making this change in reférence
to the alcohol ahd tobacco branch that there will be set up a Chief of
Investigations section? .. ' ‘ : C SRR

13
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Mr. CarLIN, There will be no new man set up. We will be using
the same chief in Chicago as far as I know, Senator.

Senator Curtis. Won’t there be the branch to be increased from
10 to 14 men?

Mr., CaruiN. It is conceivable that this is part of the offset, yes,
sir, that we have taken into account.

Senator Curtis. And four more typists and stenographers to be
added to the number now in Omaha,

Mr. CaprLiN. We do not have all of the details given to us from
the region &mb. We gave the district until May 1 to work out the
details, and we gave the regions until June 1 to review the district
plans, and to give us exact details. We have a pretty good fix on
the overall numbers of positions, but we don’t have the minutine
of the breakdown in each single activity. :

Senator Curris. Will there be two staff assistants instead of one?

Mr. CarrLIN. I don’t know if that is true, sir.

Senator Curtis. And will the new regional office double the number
of clerks? That is my information.

Mr. CarLin. The net figure that we have, Senator, is that there
are 51 people affected in alcohol and tobacco tax. I don’t have the
exact job-by-job analysis.

Woe will actually save 28 of the 51. There will be 23 as an offset
that may wind up in Chicn%o, but there is an actual saving of 28 in
alcohol and tobacco tax. This is the pattern followed throughout.

There is & good hard saving throughout, of supervisors essentially,
and this is the pattern that follows every activity.

Instead of supervising a limited group of people, these individuals
are given a broader group of people to supervise. Instead of two
supervisors, you get ono.

Senator Curtis, Is it true that at Omaha two of the trained tax
examiners in the alcohol and tobacco tax are women within 1 year of
their retirement and will not go to Chicago?

Mr. Carrin, Idid not know that much detail at this point. I would
sny this: That we will make every effort to arrange the shifts so that
nobody will be discharged. There will not be a reduction in forco.

I would hope that in situations of this sort, weé could, within the
civil service rules, find work for these people so that they would cer-
tainly not lose their retirement benefits.

Senator CunTtis. Now wasn’t the adoption by the Congress of a law
giving a number to each taxpayer’s file—that was a preludo to set-
ting up the ADP system.

Mr, CarLin. Thatisright. That was a crucial statute, and I think
that it accelerated tho whole ADP process. We could not have effec-
tively worked without the account number in the bill.

Senator Curtis. That is estimated to pick up $5 billion in revenue?

Mr. Carnin. This is the figure which is the estimated gap between
tax reported and collected, and tax that wo think should be reported.

The Treasury has made an estimate that there is ap{)mximngely
$5 billion more of tax that should be collected through full reporting.
This is the gap that wo hopo to now close—ADP doesn’t do this
automatically. .

Through its enlarged potential, its matching ability, ADP produces
a work product which will require additional people to run down.
There will be more enforcement leads thah before. This issue came
up in connection with the discussion on the new information reporting.
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Senator Curris. The knowledge that informational returns will be
related to the individual’s own return will have an effect that you
can’t measure, isn’t that correct?

Mr. Caprin. That is right, sit.  We have identified, for example,
that this past year 1,000 old returns were amended or filed because of

DB, and about $3 million in extra taxes were paid.

Senator Curris, Now you won't add or detract to that potential
$5 billion recovery.

Mr. Cartin. No, sir.

Senator Cunris. By any of this reorganization.

Mr. CarrLiN. No, sir,

Senator Curtis. And as a matter of fact you can support the
Martinsburg - master machine and headquarters with the seven
machine centers over the country regardless of how many regions
you have, isn’t that correct?

Mr. Carpin. That is right, sir.

Senator Curmis. Now, how many dollars will be saved by eliminating
the Omaha regional office? ‘

Mr, CarLIN. $868,000.

Senator Curris. How much of this is salaries?

Mr. CapLiN. That is all salaries.

Senator Curris. All salaries?

Mr. Carnin. Yes, sir. This hasn’t taken into account the other
factors such as space and equiptnont.

Senator Curris. How many of those positions will be abolished
to the net advantage of the taxpayers, and how many positions
where you take them off of an administrative classification will go
on to a function or operating classification?

Mr. CarLin. The total number of employces affected in the Omaha
region is 223, and this includes operating as well as some of the admin-
istrative overhead. o
_'There is an offset of 119 positions that will have to be added into
the Chicago staffing—with a net estimated saving of 104 positions.
But somo of these 104 people will remain in - the Omaha region in
operating positions,

Many of them can be reassifued to operating jobs with Aleoliol
and Tobaceco Tax or the Appellate Division throughout the Omaha
region. On a longrun basis, we expect the operating units to expand
throughout the entiro organization: ‘ .

Senator Curtis. In other words, while you aro lessening the
number of people working under a classification ‘of supervisory,
many of those Feople will continue to work only they will be in the
operating classification? ' A : L

Mr. CarLiIN, The whole aiti is to try to translaté these overhead
positions ultimately into operating positions. T

Senator-Curris. And if in connection with Senator Williams’
%testions, i you will give the same information with regard to the

ilmington offico, as'T asked you in detail about Omaha, if you will?

Mr, Carnan. All right, sir. , ,‘ i

S(‘}nator WinitaMs, You have that information with you, don't
Mr. CarniN, Which information is that, sir? coe
Senator WiLLiams. In connection with the Wilmington office, could

you furnish'that forue? "~ - - -
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- Mr. CapLIN. Yes, sir,.I could give it.to you right now.. In Wil-

] mgton there are 26 positions being affected ;15 would be the mcreased

offset i t(;n Phxledelphla essentmlly, and 11 net sa.vmgs as far as Wl
mmg n. .

_ Senator W;x.mnis. There mll only. bo. 26 aﬁected in W;lmmgton?

Mr. CarLiN. Yes, sir. Now the way the plan originally emerged,
we had. attempted to accelerate our whole ADP conversion, w 1ch
would have involved the processing people. I think it created un-
certairg%here, because we were talkmg two things, this reorganization
and

Wo have decided to put the ADP conversion back on }he orlgmal
schedule, we have so notified the field. As a result this entire reorgam-
zation, so far ag it affects Wilmington, now involves only. 26 peopl
. Senator WiLrtams. Sixty-three, I think was the ﬁmt ﬁgure t
you gave.

Mr. CarLiN. It may have been that large, yes, sir.

. Senator .Curts. I want to make sure I get Omaha rlght How
m:;wy employees are affected? ,

CarLIN. 223,

Senator Curtis. And of 223, how many w111 stay in. Omahe?

" Mr. Capuiv. Actuslly 277 people will remain. There are 500
people in the region. v

Senator CurTis. In the re%lonal office?

. CapLIN. In the whole regional estabhshment the Omahe

r
egﬁlenator Ctm'ms Yes, that is how many ?

~Mr, CarLIN. 500; 277 will remain there in the region unaffected,
233 staff positions will be affected, -

Senator Curtis. ‘How many will be employed in Chlcage?

Mr. CapLiN, We have an estimate of 119 right now, sir.. :

Se?nator CuURTIS. And how many will be employed in other cepac-
ities

Mr.. CAPLIN We would hope ‘that the remammg 104 .people will
be employed in other operating capacities. . -

Senator CURTIB If they are all employed now end all employed
laber, the saving js zero. , , R

. CapLIN. No, sir. S S

. Senator Doyaras. Just a mmute I mean you won N have t,o hire

104 persons whom otherwnse you wo d bave to hire.
r, CapLIN. Yes, sir, .104 peopl o -would not be hu‘ed These

{)ﬁoplle( would be put into vacancies. through attrmon, retlrement and

elep,i; t ,,”,_t,\

Senator Cmms I was askmg aboub posmons

I, Mp,. OAPLIN: 104 positions qet are, seved There ere 104 posmons
net which will never be repla :

-.Senator Curtis; But how many posmons are mcreesed funetxonelly
88 contresbed to supervision?: . ...,
' Mr,; CarriN: I don’t know if’ I t.nderstand when you eey mcreesed
functlonallv

‘Senator Curris. There. are positions’ that. wxll dlsappear from the

classification of administrative, but other positions will appear- that

do not now exist end will be cleeenﬁed 88 operatlona,l, isn't. that

eOrrect? vy it il - % RIS
Mr. OAme “Just to go ack “there are 223 Heople aﬂ‘ecbed, There

will be 119 positions created to' do work now. done by the 223.

3
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. There will bo 104 people whose positions.will not be replaced, and
who will technically be out of 8 job. We hope that the attrition of
the organization and the growth in workload will enable us to build
these positions and ﬁeqple-right back into productive work. - .

- Senator Curris., How many.positions, new positions, will exist after
this that do not now exist,other than in the regional office? ... .~

Mr. CarLin. I don’t think there will be any. positions growing out
of this which will be created other than the figures I have mentioned.

...Senator Curtis, There will he some branch people; won’t there?

b anh CarLiN. Not new branches. We are trying to eliminate the

ranches. . NPT T
- Senator Curris. Will there be any field people who are representa-
tive of the regional office whom you do not now have? *. .- -

Mr. CapuiN. I don’t see any change, sir.: As far as I can see, the
same operating staffs today will continue, but without tho dual super-
vision that we have. :. T Tr S

The whole conception is to broaden the span of supervision, and to
have,fewer»su;l)‘ervisqrs._ -Remember these are second and. third line
supervisors, . They are not the direct supervisors. . .. = .

Senator Curtis. If you have fewer supervisors, then you are having
more people in the operational level, because your requests before the
Budget. asked for more‘,peo%le. e e e

Mr, CarLiN. We would hope timat all these people will ultimately
be transferred into operations. A naﬁipnvgide, saving of 720 people.we
hope will go into frontline operational-activity,.. =~ . S

,‘.EVe discussed befors the fact we are. only examining a little over
5 percent of the returns of America. . Senator Long mentioned the
desirability, if it were our judgment, to increage this, We should.
I say very strongly.I think this percentage is too low. .. . . .-

I think our collection .activity should.he ,imgr,oved. I think: we
would . prevent  delinquéncies” ocgurring if we had more collection
people on the line, people who could go out and directly contact the
taxpayer, : taxpayers! services, taxpayer- assistance, participation in

schools on taxpayer education. R U UE PR
-Senator Curris. Do you see a_correlation between the .improve-
ment in. taxes and the lessening. of fhe amount .of ,%elinquent, taxes
and the decentralization that took place in the early fifties? . . .
.itMr. CapLIN. L:think that the decentralization, the entire reorgan-
ization has contributed to this improyement.-... . = ... ..

Senator Curris. :It. brought the Aaltlxtgmgltyaof.. ashington closer to
the collector, and now we ¢all him the, .;re‘;t,og i Y haigten o
.. MF..CarLiy. That, xsv,tliht.m ' Ithink that the availability.
regional; commssioners  wit

of
r Comissloners Wit ‘s.tﬁil :h&!";.e%sox%ghle diﬁmncea&bobbe abie
0'go.ont.and have gontact with the distrigts is an important aspect,
‘ggnazlor Curmis. You sQarte(g out thhr}g. ‘ - p
.%’Mri:,cﬁ?myzf-ln.1952,swl3..1'l1i ST S
Senator Curtis. Then it went to nine, e e et
Mr, QapLiN, Almost immediately befora:it was fully installed. -
ﬁn%gr Cugrmis; And now it ia going back toseven, .. ... 1 .1\
r. CAPLIN. Yes, sir, and there, have been some Members:of the
Congress who have fiuestioned whether.w should have any.regions at
all. "I hope this will finally end, once and for all, the continued dgbate
over the function of. the region ‘ A

L]
FEETE . PR T



52  ADMINISTRATIVE CHANGES-~INTERNAL REVENUE SERVICE

I am hoping that the regions will be lean, fit, and efficient hard-
hitting organizations that can do their jobs—partially supervisory,
partly direct operations—in an effective manner,

Senator %meams. If the Senator will yield, at the time we ap-
proved that reorganization plan -one of the main argm’n‘ents used by
the opponents of the plan was the fact that they did not think we
needed these nine regions. - . A

Mr. CapLIN. Yes, sir. : ‘ ‘ '

Senator WiLnrauMs. And some of us felt that this decentralization of
the power from Washington was very essential for the improved
service and efficient management of the Service. The results have
been very good. This present plan is a trend back in the direction of
those who argued against the reorganization plan in the beginning.

Mr. CaApriN. Senator, I would like to-——— :

- Senator WiLL1aums. That point disturbs some of us who are fearful
?sﬂto how far you intend to go back to the old system, whith was a
ailure. -

“Mr, CapLiN. I am completely in accord with- you on the concept
of the importance of the regions. I think that they are vital to good
management. I think they are vital to better service of the tax-
payers,

{ think you could see the soundness of the reorganization il you
examined " the disparity that existed before among the régions. I
would be fglad to submit for the record the number of returns, the
number of square miles, the number of districts supervised by the
old nine,re%ions and to show you the much better balance to be
attained under the new seven-region plan. .

Senator Cur'ris. That is oh paper. You haven’t tried it yet.-

Mr. CapLiN. We know, for example, that under the old plan we
had ‘11 districts in San i"‘mn'cisc"o eing supervised; 10 in Onmaha;
4 in the Chicago region; 6 in Boston. In other words, in some you
have four and six districts. - o R ‘

(The information réferred to was later received for the record.
See contents for page number,) - - .

- Senator Curtis. But Mr. Caplin, in Chi¢ago you had threé highly
industrialized populous States, 1cf1igan,'Wisc6nsin, and Ilinois, = -

Mr. CarriN, That is right, but you ‘also had important district
offices there doing the' real operational work.. The régional staffs
essentially are supposed to coordinate the districts. They are sup-
posed to make sure there is uniformity throughout the States.

Senator Curtis, I think that these régional offices are highly im-
portant, and I think -Senator Williams has made the case for them.

Now how many émployees’ positions will be elirinated in the
r‘e’giogal’ offices Omaha and Chicago by feason of mechanized equip-
ment o o L )

Mr. CaprLin. This plan does not move into that phase at all. It
has no impact. . o L

In terms of administration, in’ the regional office we have 84 pedple.
Part of this workload will'go to Dallas, part to Chicago. - The total
offset is 49, with a 35 nét saving in administration. - - B

This does not result:from automation. It ig’only bécause of the
amalgamatioti;: . 0ot T e L

Senator CurTis. How many square féét of office space is now used
in Chicago by the regional oftice?
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Mr. Caprin. I think I have that information here, sir. The
regional office in Chicago occupies approximately 104,000 square feet
of commercial space. _ .

Senator Curtis. And what is the address? . What building is it in?

Mr. PrestoN, The Pure Oil Byilding, o ‘

Mr. CapuiN. On East Wacker Driye, | .

‘Senator Curtis. Where will the additional space be?

Mr, CarLin. In the same building, sir. - ‘

. Senator Dougras. It is not in the Merchandise Mart? .

Mr, Carrin. No, sir. _

- Senator Douaras. The Merchandise Mart is owned by Joseph P.
Kennedy? The answer is “Yes.” It is not in the Merchandise Mart.

Senator Curtis. I had no idea about that. A

Senator Douaras, I think it should be a matter of public record.

Senator Cuntis. The guilty flee when no man pursueth,

Now how much additional sgace will you need in Chicago?

Mr. CarniN. The space in Chicago has been estimated at costing
us approximately $23,700. That is computed at $4.50 a square foot.

Senator CurTis. $4.50? -

Mr. CapriN. Yes, sir. L

Senator Curtis. At the present time according to the figures that
I got this morning from the General Services Administration, the
Government owns 3,202,709 feet of space in Chicago. The Govern-
ment leases 1,635,805 feet of space in Chicago at an annual rent and
operating cost of this leased space of $3,326,092. You say that is at
the rate of $4.507 L, S R ‘ :

Mr. CarLiN. This is information given to us by GSA, and they are
responsible for the spacing needs. ) S

enator CurTis. Incidentally the latest construction costs in
Chicago of building space by the Government amounts to $28.89
per square foot. In Omaha it comes out $18.31 per square foot.
__'The Government owns 508,095 feet of space in Omaha. The
Government is leasing only 3,650 feet of space as compared to 1.6
million in Chicago, which means by the very fact of the competition
for space, that the Government drove a hard bargain to make a
better deal in Omaha. . . . S .

Senator Douaras. Would the Senator yield a moment?

Senator Curris. Surely. = = , C,

Senator DouaLas. This does not take into account the space which
will be created by the new Federal building in Chieago I believe,

Senator Curris. $28.89 per gquare foot. That is what the .tax-
payers have to Pay. The -last. uildnng,theg.zbuilt‘ in Omsha was
$18.31. a square foot. ‘The annual rent for this 3,550 square feet in
Omaha i3 only $0,600. So that figures out much iess than the $4.26
figure that you have. FET , L,
. Mr. Caruiy, T understand we have 49,000 square feet in the Fed-
eral office building in Omaha. This'is the information we have been
© Senator Curtig. Of course if there is Federal space available, and
an ﬁgency_ngeds it, thoy move in, do they not? o

r. Captan, Yes, sir, . L
- Senator Curris. So if any city has more agents that need more
space than the Government owns, they have got to rent. .
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Mr. Carrin, Yes, sit. Now, as I understand it, the GSA ‘will be
méving, from rental intb the Federal 1 building; agencles which will fill
ri ht behind the people affected by this reorgamzatlon 'So thht thers

be a saving of rental at’ thib rate of $4.25 a square foot.
Senator CurTis, 1 think your ﬁgure is entlrely wrong. Thxs ﬁgure
that I have here figures out $28. zo

Mr. CarLiy. You may be'ab lutely right sir, and I cotild be in
error. I am just relf'te upoit information given o us- by GSA:

Senator Curtis. In'Omaha you are in the Federal bmldmg now?

r. CapPLIN. Yes, sir.

Senator Curris. As I'understand’ it, the' reftonal oﬂices, particu-
larly those of supervisory cliaracter, in general, do not eal directly
with the taxpayer or his: represantatlve, 1s that nght? ,

Mr. CapiIN. That is tght, sir, ‘

Senator Curtis. But those engaged in superwsory posmons do
deal with district offices? ‘

Mr. CapLin. Yes, sir;

Senator Curmis. And branch offices? -

Mr, CarLiN. Mostly district offices. | ‘ - '

Senator Curris. Do emplo ees and” ofﬁclals from reglonal ofﬁces
sometimes travel to district o
" Mr. Caruin. Yes, sir; and vxce Versa

Senator Curtis. Who ‘are some of the peoplo that travel from a
regional officé to a district office? :

r. CapLIN. Tt might be' the reglonal commissioner, the assistant
regional commissioner. It might be various members of their 'staffs.
Audit analysts for example, who are examining sonie of the reports
coming through, might see dlspanty among the districts in the way
issues-are handled. “They will visit and donfer with district division
and branch' chiefs.. They confer with ‘the distyict director. - -

In -collection they might see that the'delinguént ‘accounts, : for.
example, in‘one district aré being handled dnﬂerently than in another.
They sit ‘down and actually consult Thez‘e 1s 8 two-way travel
back ‘arid forth.

Senator Curris. Yes. If the regxonal ofﬁce 15 gomg to doa. good
]Ob the g have to go out, and sce the dlstrlct offices.

apLiN. That is right, sir,

Senator Currtis. If a dlstrlct oﬂice is gomg to do a good ]Ob they
haye got to. go in and consult, : .

Mr. CApLiN, That is right, sir.

‘Senator Curtis, Who aré somé':of the dlstrlct oi‘ﬁcers and em-
ployees travelln%_mto the regional office? -

CArLiN.’ You might have district dix’ectors, ‘you’ mxght have
dmslon ‘chiefs, you n’n ht * have branch” ‘chiéfs. Those are - the
prunary people who would come.

‘Senator Curtis. Do (f'ou realize that with all of these peoj le you
mentioned, “if ' somebo from the ' regional’ office -in Omaha, 'the
present reglonal office i m Omah ere to contact. the district office
in Cheyénne travels & distance. of' 493 ‘miles, but tnder. your’ proposal
an official from the regional officé in Dallas will have to'go 880 ‘nﬁlles
to got,to Cheyenne,

‘Mr. CApLIN, We have' mide & very careful analysis on the! ti'avel
costs with the best ‘available figures, ‘It is our bést eatiniate-that
b{ ocating in Chicago, as opposed to Omaha, there will be a savin Es

$32,000 a year when you think of every one of the districts to

« 1

i

i

\ 1
Y
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affectéd, ifi addition to the bettér availability from Wasghington' to the

fogion: - 4 o Ll e A
Senator Curtis. That means yoli ‘are going to make less trips:in
N R B e e S .

sugzrvisin. U SRR CT e
© Mr. OaPLIN,"Noj that wotild'be thé sanie number of trips‘we are
making 16w, but this'ls if terms of the radii comitig obt from Chicago.
Sénator Cuhris. That is just what I ani goitig' to. - If you are going
to make the same number of trips to and from district offices under
thie EréSexft'fs’éfup;‘ ) aid froth Chéyenisé is 403 ‘miles.- Chéyenne
will be attached to Dallas; and 'that is'880 miles. T accept your word
for it that'it will be the samé number of ttips, ~ .  ~ 7 ¢
Mr. fAPlJN. Yes, sir.. I think’ you must’ kéep ini"mind that the
larger:digtri¢ts' involve nidre trips than'the smaller districts.’ Our
records of last, year show this. . S e e
* For examplé, just'taking one side of tlie féﬂce‘,-fbliéttiﬁg‘ thé disttict
trips to_the region, but the region.to the district, there {vere 31 tiips
to the district office in Aberdeen, 182 té Chiéﬁ%f» 63 to' Des Moihes,
33 to Kansas City, 104 to Milwaukee, 53 t6 Omaha, 103 to Springfield,
100 to St.'Louis, 96 to' St,:Paul, 86’ to the service center, and 43 to
Washington. :"l‘inese are’ the trips that were made from regions to
districts, either'the Omaha or Chieago. * = -~ - - -1 "~ =
“Following this sainé pattein; theré would be, so far a8 the regiofial
travel alone, savings of over $16,000 a year, and'if ‘ydu?gust{ use-the
district coming back in reverse, there would be a'$32,000 saiing.
“Senator ' Curtis. You have told me you  would have the ‘same
number-of trips.. -~ o o
Mr. CarLIN, Yes, sir; the same
year. I'am making that assumption, -~ -0 0 w00
Senator Curris. Al right, and'in the'casé 6f Wyoining, the numbeér
of 'niiles would almost double. ' Now ‘we will take Dénver, Colo. ' To
and from district and regiofial 'officé now in’ Omaha it is 540 milés.
“Mr. CA#LIN. Exc¢use me, sir, Denver would go into Dallas.
“Senator Cuntis. I mean at the present time.- ' -+ =
Mr. CarLin. Yes, sirs -~ 0 -0 et
Senator CuRTIs. benyer can go to the regional office; the regional
office van go to Denver;‘and it is 540'milés. Now it will be-dttached
to Dallds, "and ‘the 'distance is 784 rniles. ' If* you: have thé spme

same number of trips?dg‘WgreiYha;ﬂé' last.

gt

number “of trips, ‘that’ can’t show a ‘saving, . -~ - .
.. Fargo, the district office at Fargo, N. Dak., ¢an go-to its regional
office, regidnal office back to Fargo, and the distance if 431 miles.
Under your new setup it ié"goiﬁiig"tp f)ej 850 miles; * ;oo

Aberdeen, S. Dak., is 389 miles fromi the regional office at Omaha.
It is going to'be.895 miles from:the regionil office at Chitago. .

- St. Paul,"Minn., is 364 iiiles' to’Omaha, but'that'is ‘even closer—
I was a liftle surprised at that—than Chicago. It is 404' miles to
Chicago. There 18n’t & spot‘on 'here where the taxpayer’s aren’t
going to get soaked for a lot'inore travel.. =~ - - - 0 e
“"Mr. Capran. ‘Our "travel - figures - iih'owf & het’ saving in ‘traveél by
using Chicago’ instead ‘of Omahs, .1 would be glad to' give you our
figures,'Sénator, - Remember- ‘the larger' offices - will  have 'more
répéated-visits. . ‘They Have more problems; « =+ = "' 77 -

Senator Cunris, - You afe'going to have & lafger office in" Chicago
than you Havé now?
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Mr. Capuin, The district offico, you seo, sir, is in Chicago. = Michi-
mn, with the Detroit offico, is a very big office. ‘This is visited quite
requontly. . It's accessibility from Chicago is favorable.

onator Curris. But that doesn’t change now. :

Mr. CaruaN, No. What I am saying is taking into account the
extra costs, and I can give you, for exnmple, Abordeen, 31 trips, round
;xgg costs from Chicago is $93. The round trip cost from Omaha is

A .'l{l,lere_ is an additional cost there. In Chicago, of course, with 182
vigitg thero is no cost in Chicago, $10,400 from Omaha. . .

Tn Des Moines there worae 63 trips lpst year, round trip fromt Omaha,
$22.50; round trip from Chicago, $49,10. C

In Fargo, 33 trips last year, round trip to Omaha, $66, round trip to
Chicago, $68.50. J ‘

Milwaukeo, 104 trips made last year, $42.30 from Omaha, $17.70
from Chicago. _ , .

“In othor words, wo analyzed this item by item, and showed that on a
rogional level if wo apply the same pattern, thero would be a $16,000
saving. AssuminF the same numbor of trips from the districts to the
region, there would be another $16,000 saving. .

Senator Curris, Mr. Caplin, the travel from Michigan and Vis-
consin to Chicago won’t chango over what it is now, will it, by reason
of this reorganization, A

Mr. CarLiN. That is right, |

Sonator Curtis. And you have repeatedly told me there will be just
as many trips to and from the other places, and when it is twice as far,
it won’t be.a saving. . , ‘

Mur. Carnix. In certain trips theve will be a loss. But what T am
saying is this: if we were to move to Omaha, tho costs of going from
Omaha. to Chicago or the costs from Omaha to Detroit would be
greater—this is the 1|3)oint, that I am making, sir.

Senator Curris,

ut this is not what we are talking about. You
are answering there the question why if you were going, to mergo,
why do you merIge in Omaha instead of Chicago. ,

“Mr. Carnan. 1 see. o L

- Senator Curris, That is a difforent question. 1 am stating that
you,r‘m&rger,is going to increaso the cost tromendously.of tiavel..

Mz, CarLin. Senator, I see that we are talking to difforent points.

Senator Curyis. Yes. - o -

My, Carnin, But the total travel costs from Chicago tY mako all
theso visits will amount only to $29,050 which is rolatively little when
contrasted to theso other savings, Senator. L

Scnator Dovaras. The other savings were about $900,000?

Muv. Carnin. Lam just saying the' total savings, yes; about $900,000.
Senator Cunris. 1 think we _must_keep the record .siraight. 1
asked you for all the offices.  You didn’t mention travel, and you
also a bit ago sajd thore would bo a saving in travel. L

Noyw it is going to be much moro travel, Take Des Moines. . You

can go to and from regional and district offices now and travel 309
miles.  Under.your new plan it will bo 333 miles. Kangas City is 205
miles from Omaha. Tt is 409 miles, 2} times, to Chicago. You
also have a district office in St, Louis, don’t you? _

Mr. Carnix. I would just like to correct this erroncous jmpression
that I gavoe, I was replying in terms of travel costs by making a
comparison botween the Omaha and Chicago cities as alternative
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sites.  You are absolutely correct, sir, that there will be additional
travel costs in reaching some of theso other sites,

Senator Ctunrris. Yes.

Mv. Carran. But I would like to point out that the total travel
costs, old and now, would aggregata.about $30,000 for the yoar as
contrasted to a saving approaching $800,000,

So?nutor Cunris. You pay a man when hoe travels his salary, don’t

ou :
y Mu. Carrin. Yes, his salary goces on.

Senator Cunris. And he can’t do very much work on a plane or a
train,

Mur. Carnin. T know I do a lot of work. »

_ Senator Cuntis. - I know, but if you are going from the office 3 days,
where you could do it in 1 day-—— :

Mr. Carnin. I don’t want to belabor this point, but T don't regard
this as lost timo for myself.. Very frequently 1 can do reading that 1
am nover able to do back in the office.

Senator Cunrtis. Are you stating that-in Internal Rovenue people
get l’usb ns much work done if a trip takes 2 days as if it takes 1?

Mr. CarLiN. No, sir; I don’t make that statoment at all.

Sonator Cunris. Because Denver is 1 hour, and 784 miiles from
Dillis, and not nearly as good transportation, N

Mr. Carnin. Senator, I just ropeat that this was a factor which was
considored. It was ono of all the other factors. My top ataff agreed
with this decision. It was a question of judgment. I think the Gov-
ernmeont is going to have significant savings. '

Sonator Cunrris. I think it is a question of arithmetic.

Mr. CarLiIN. And also arithmetic; yes, sir. :

Senator Cuntis. Now Wichita has a district office, and they can
go to-the regional office, and all these people that ‘you enumerated
can go from tho regional to tho district offices, and it amounts to 384
miles. Thoy are going to have to go to Dallas, Tex., 656 miles.
How many of these omployees draw overtimo? :

Mr. CarLiN. Very fow of our employees draw overtime.

Senator Cuntis. What classes of employees draw overtime? -

Mr. Carnin. 1 would think mostly of a clerical nature, sir; people
who would not be involved in these trips. The type of people making
these trips would not expect to got overtime, ~ . Co
. -Senator Curtis. Who pays tho cost of transportation from the
airport to the downtown office in travel? I .

Mr. Carrin, This would be part of the transportation costs charged
to our travel. . ' L e

Sonator Curris. It is not a charge to per diem? - - - - :

Mr. Carrin. I am not sure of that, sir. I believo it is part of the
travel. - I don’t believe it is a part.of tho per diem. .. .

Senator Cunris. And what does it cost to get from the airport in:
Chicago downtown? - : R e

Mr. Caruin, T don't know what tho limousine cost would bo,
maybe'$2, - R K

Senator Qurris. $2 or $2.26, I beliove, It is about 2} times as
muoch as in Omaha. ~ : e

Now if an employeo or an official instead of transacting bushiess in
Omaha has to (5) to Dallas, and he 18 (fono.s days instead of 15 his:
sixlar.\‘; romains the same, but thero would be 3 days per diem, wouldn’t
thero
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Mr. CarniN. Yes, sir; if he were away 3 days.

Senator Curris. How much did the Internal Revenue Service
spend for travel last year?

Mr. Oaruin; I would- have to get you the ﬁFures You want it
for this particular region? Of course that travel includes every time
a ravenue agent uses an automoblle, and we have a lot of ‘peoplé on
the road—-collection, intelligence. They are all facots of ‘this travel
that \lvould beinvolved. Now we are here essentially talking regional
trave

Senator, Curtis. .Noj I think it wmxld be pretty hard to separate,
wouldn’t it?

Mr. Caprin. Noj; our budgets are very clear on this.

- Senator Cuntis. Give it to me for the regional and for the current
vear and what the budget calls for this next year.

Mr. CaprLiN. Yes. :

. (The following was later recenved for the record )

., Travel sxpenses, Omaha rtywnal headquarters

Fiscal.year 1962: Actual ........................................ $189, 801
B . - 1]

Fiscal y S
Actual July l 1062 to March 81,1068 e e 146,680
Estimated Apnl 1toJune 30,1063 ... ... .. ........... 55000
. Total (eatimated) oo oo e iir e e edaacan - 201, 680

If the'teglonal office ‘were not moved from Omaha, we would have no reason
to expect ang“substantual changes in traval expenses ftom fiscal year 1983 to
fiscal year 19 .

Senator Curtis. Have you had anv complamts about ample hotel
space. in Omaha?

Mr. Carnin. 1 visited Omnlm T didn’t recall any complamt I
thought it-was quite satisfactory.

ClSenatg’r Curtis. Or about the rates bemg more favorable than'in
iicago ‘
\IrgC‘\ PLIN. [ haven’t lmd anv complmnts : oo
Senator Cuntis: Are there long distancé calls usod in communicnt-

ing-between- district and regional offices? -

r:.OApuIN. 'T believe there ure some, sir. ‘

Senator Curris. What do you mean by some? ;

‘Mr.-Capuin. [«don’t know how mueh there is.. I would haveto
supplv that for you. I am suro that thére are: Lommumques, a lot
of wrmng and some ‘telephone. - ‘

Senator Cuntis. Throughout the (}ovemment telephomng amolmts
to (}nte a little, doesn't'it? : :

Carian. . Yes, sir.

Senator Cunts. Now i in thdt conmectlon I kind that at GoVernmont
rates if the distriot office in Cheyenne wants to call the regional office
now it is $1.20. After tlns reorgammtnon, 1f thev have to call Dallas
it will' be $1.25.

‘Denver can call then- regxonal office for $1. 25 at Govermnent, rates
When they have to call Dallas it will.go to $1.40.

ﬂgo can call Omaha for $1.10. Tt will go m $l 35 when thev have
to ca Chicago, and if there is'a call back.

Aberdeen cost $1-now-and it will cost 81 35 Thns |sn’b just 35
conts. .- It is 356 percont. iti this partioular case.-
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St. Paul regional offi¢o can be called for 95 cents. It will go to $1.05.
Des Moines, the regional office can call thé district office at Des
Moines for 60 cents. 'This is the minimum call. When the regional
office in Chicago wants to call Des Moines, it will cost $1.
Kansas City, it now cost 70 cents to call Omaha. Tt will cost $1.15
to call Chicago. ‘ ,
Wichita it will §o from 90 cents to $1.05. How much did the
Internal Revenue Service spend for long distance calls last year, or
this ourrent year? _ ] S
Mr, CaritN. You want this on the regional level the saine way?
Sendtor Curnris. Yes, ' : » :
Mpr, CarutN. We will provide that for you, sir. '
Senator CurTIs." And what is the budget for next year?':
'Mr. OapraN. Very well, sir. . 5
(The following was later received for the record:)

. [ . .
Long distance telephone expenses—Omaha regional headgquarters

Fiscal year'1962: Aotual ... ... . ... ... eemmmmmemcioiean-- 812,540
L R . Sravym——

Fisoal year 1968: -~ ., . o . .
Actual Ju?f' 1,-1962 to Mar, 31, 1963____ ., eemmene e ama 10,730
Estimatéd Apr. 1'to June 30, 1963 ... . ... ... 8,200
Total (estimated).. . .oiuoouoeo.. mmmmmana e ———— ... 13,930
Fiscal year: 1964, estimated._ . ... .. .. lsu.o-eo P 10, 200

Senator CQurtis. Now what did you say was the total expected
oxpe'}ldituros‘for all functions of the Internal Revenue Service this
yvear? < SR S - R c

Mr. Carrin, The original request was $578,300,000, and the House
has allowed us $546 million. R ERS
- Senator Curris. And what did you got lnst.year? . .= .

* Mr. OaruiN, $486 million was the base plus $18 million the supple-
‘mental. - For all f)mctical'purposes it- was $604 ‘million: : . .
- Senator, I woulc lidity of the

1 like to-add that I recognizo the va
points you are making both on travel and oi telephone-calls. - There
will be some extra expenditure;'but-we think 'that ‘thid/is offset’ bf
some of the items which we did :not put ihto thé savings figure such
as the savings on space, equipment and personnel benefits. .'I do
think that the figures will show that on balance these other items will
offget’ each other. R T R R

Senator CurTis. In addition to putting these States a long, long
way ;lf‘rqm the regional offige, it is & different type.of economy, isn't
it?  There is a similarity in the economy of ‘Wisconsin, 1llinois, and
Michigan at the present time. It is quite dissimilgr to some of these
ot-h_?:w ountain States. ..., « . ous i

Mr. CaruiN. There are nine States in tho existing Omaha_region.
At present you have States of Wyoming and Coloradp, North Dakota,
South Dakota, Nebraska, Knnsas, Minnesota, Iowa, and Missouri,
all in the, Omaha region,: ...-. . .. ... .0 L.

Under the new sctup, Wyoming, Colorads, and Kansas will be
affiliated with the. Dallas rogion, And you will have Wisconsin and
1llinois being affiliated with the remainder ot;ﬂw xegifn..g o
" “Senator Curris. Yes;. 1, understand that. ‘That is how I compiled
my figures here. Now how many new positions will he created to
shelter affected employecs? '
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Mr. Carnin. Wo hope that there will be no new positions to shelter
affected employees, sir. We hope that as the plan is fully phased in
ovor a period of 2 or 3 years that wo will have tho basic savings
nationwide of 720 that I montioned. ,

‘There will be no created jobs to fill tho void. The 720 people if
thoy are still with us will bo in effective front-line work.

Senator Cuntis. What was tho Smith committee?

Mr. Carian. That was a committee compriscd of some of our top
peoplo in the service. The chairman of the committco was thoe
Assistant Commiissionor of Planning and Research, William Smith.
Ono of tho members was Homer Croasmun, the regional commissioner
from Omaha. Another member was Robert Ri(fell, who is our dis-
trict director in Los Anﬁoles, all of theso very top people.

Wo also had Division Director Harry Donnelly of the national offico,
and a man from the Burcau of the Budget.

S S‘e?gtor Curmis. Headed by an Assistant Commissioner named
mith
+ Mr. CarriN. Yos, sir.  William Smith. There are others.

Senator Curtis. Did they make a report?
~ Mr. Carnin. They have submitted an intornal task force report to
us, sir, which has not been fully evaluated. It will bo discussed with
the Secretary of tho Treasury.

Sonator Curtis. Has it beon made public?

Mr. Caruin. No, sir; it has not.

Senator Curris. Was it tho basis upon which this organization plan
was made?

Mr. CaruiN. Yes. The studies there were the basic ingredients
of the material on which we moved forward. ,

Senator Curtis. When do you expect to make it public? ]

Mr. Carniy. This will be discussed with tho Sccrotary of the
Treasury. There are certain parts of the report which relate to
different facets of the organization involving the Treasury Depart-
ment, involving the relation ‘with Treasury and Internal Revenue
Servico and other things,

I think Mr. Dillon would want to particilmte in any“thought™of
this being made public. I regard it essentially as an inteinal docu-
ment, ' ‘ :

Senator Cunris. I have a letter that purports to come from 20
(Innployees of the New York regional offico and it is addressed to ne.

t says:

We have read the entire roport, and you may be intcrosted to learn that no
mention Is made of eliminating the Omaha regional office.

Mr, Carprin. That is corréet, sir. 4

Senator Curris, All right. At what point then did you decide to
eliminato Omaha? '

Mr. Carrin. T would say this, Senator.. That for 2 yoars we have
been discussing in a low key the whole regional sotup. ~ For the past
yen‘ti' tho Houso Appropriations Committeo has boon making a dotailed
study.

Through  the chairman of the committeo, Mr. Gary, and. through
others, we have tho impression that there was a strong view that per-
haps six regions and six servicé centers would be the most effective:

way of operating.
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When the Smith commitlee g)rcsen(ed a suggestion of an eight
regionnl setup, T discussed this informally with Mr. Gary. 1 knew
his thinking. T know tho thinking of some members of the committeo.

I went back with Mr. Smith and asked him to evaluate what the
nationwido setup would be if we had six regions.  After all, we would
need appropriations for our service centers and the related regions.

The conclusion reached was that six regions and service conters
would not be advisable. Thoy then made further studies on seven
regions and service centers. I have a document here which was the
basis of their study, and I would be glad to make this available to you
and to the record.

Senator Cunris. What is that?

Mr. Carrin. This is a sammary of the seven regional analysis based
upon population, area of square miles, number of districts, modifica-
tions, number of returns filed in 1962, and 1970 projected roturns to
be filed. ‘T'hese are all important factors, ‘T’he conclusion was that the
soven-region balance worked out very well, and it was recommended.

(The following was later received for tho record:)

Population, area, number of districls, number of relurns filed in fiscal year 1968, and
number expected in 1970, for each region under present boundaries and under the
7-region boundary plan

Number of returns
: fled
Popula. Area Number of
Reglon tion, 1960 | (square | districts
nlles) Fiscal year
1962, 1970
nctual
Millions | Thousands Millions | Milliona
....... 248 383 7 11.2 14.6
10.8 a7 .68 6 g 6.4
2.9 17 4 1. 13.1
R.2 183 [ 1.8 13.4
17.9 &1 [] RA 10.8
16.8 50 8 10.7 1.0
Qmaha... . 1.8 ne 10 9.7 10.8
Philadelphin. cce.veeiiiiaeiinecnnaanne 21.7 (] ? 123 14.0
Ran Francis00.c.eeuieienccniaenncnns 25.0 1,487 11 14.3 1.3
b ¥ 170.3 3,618 63 %; m.s
AVerago. coveiernensarancennanns caen 19. 69 10. 12.4
7-reglon plan: i
AUANES. .ol 248 E M) 4 1.3 14.6
Haston.New York. a3 116 10 17.0 17.4
Cincinnatl........ 1 200 [] 13.4 187
Jallas....... 223 ﬁg ] 10.9 13
Chlg{o..... n2 9 18.1 16.4
P'hitadelphia 8.7 107 [ 14.3 16.4
San Francisoo. . 25.0 1,457 n 14.2 BRLE
Total....... teenmecssesntanaaraneasan 179.3 3,615 88 964 1.5
AVOr8E0..cecinonne. PO 25.6 816 83 13.8 18.9

Senator Cuntis. Did the Smith report recommend six?

- Mr. Carriy, The Smith report recommonded oight. It was re-
garded as a modest stop in moving toward economy. :

Senator WiLniams, Will you yield at that point? You made the
statemont again in moving toward something. Do I got the under-
standing that you are moving away from regions entirely? :

Mr. Carnin. No, sir. My thought would bo that the seven
regions would bo the firm foundation, - ‘

onator WiLiams;, But did you not recornmend six?
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Mr. CaruiN. Excuse maé, sir? . .
Senator WiniamMs. Did you recominend six? :
~ Mr. Carutn. 1 did not. recommeond six. No, sir. I merely made
an inquiry based upon what I understood the House Appropriations
Committee was leaning forward. . , . :
: Se?nator Curtis, Now liow long did the Smith committea work on
this? . . e :
Mr. CarLiN. Approximately 6 months of time.
Senator Cunris. And some protty top people? .
- Mr. CaruinN. Yos, sir. L , .
Senator Curtis. | can understand why they made no recommenda-
tion of eliminating Omaha, and it scems’to me that they did a rather
thorough job. Now what did the Smith grou",p say alboutr Dallas?
Mr. Caruin. Interms of the region, I don’t recall that there was
any suggestion of anything to be done with: the. Dallas region. -
enator Doyaras. May . 1 interject? ‘The Commissioner from
Omuha was.on the Smith Committee, was he not? .
Mr. CarLix, Yes, siv, Homer,Croasmuy was on the committes. .
Sonator Dovavras. The Commissioner from Chicago was not on it?
_Mr. Caruin. Ho was not on it, - ‘
Sentitor Cunris, 'Was that the reason? , ;
Mr, Carrix. I have no reason to think that it is the reason.
Senator CurTis. The regional commissioner at Omaha is going to
be the commissioner at Chicago, isn’t he?
Mr. CapLin. We haven't niade a firmh decision.
Senator Curtis. He has the right to bump.
Mr, Capuin. He has the right to bump under these circumstances,
yes, sir. ‘ SR
Senator Curttis. Wasn’t it true that the Dallas regional office was
to be lessened or moved? _ o :
Mr, OapLin. Not that I have any recollection of, sir. This is
completely novel to me. o ‘ o L
Senator Curtis, What did the Smith studies say about Boston?
Mr. CapiiN. The Smith- Cominittee saick it could go eithor way,
Boston or Noew York, and left the decision for the Commissioner.
I called upon iny top staff in Washington, and asked “Which way
should we go?”’ Thév said, on balance, Boston. ‘ .
Senator Curtis, When: was then the order made to eliminate
Omaha as a regional office? ‘
Mr. Capiin, I think March 5 was the officinl order signed by
Secretary Dillon. ‘ ‘ o
Se{\!f,?te}r Curtis. And- what was scheduled to be done the first
mon y y . ' '
Mr. CarLiN. The first month?
Senator Cpnrif. Yes. . L
Mr. Carrin, For'60 days thete' was to be planning, a4 subnission
of projections: by’ the distrlcts to'the region; and in 30 moré days: the
regons will report back'to ‘Washington,: - "+ ' = <o
- Senator Curris. Didn’t- the ‘Sécretaty say on- March 7: “No iin-
plementing of the action will ba taken pendiing the eonmipletion of this’
review”? : N R ‘ o e
'Mr., OauiN.-That is ¥ight, 8f, - - =~ . - -
Senator Curtis, How did he ha’F en to promise & review? o
Mr. CarLin. Well, a nutber of letters came in to him, and' tele- -
grams, from different public figures requesting a review.

-¥
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Senator Curtis. Why wasn’t the Secretary’s commitment.. of
March 7th nothing would be done while it was roviowed, carried out?.

Mr. Carnin, It was, sir.  The Secretary is completely informed of
what we are doing. ’l"he understanding was that there be no changes
in work assignment or changes in personnel under the order, The
original order permitted an immediato shifting of people. - Although
January 1, 1984, is the official legal date for the change in the regions
and district lmes. there was a broad dolegation to the Commissioiier
to implement the Plan almost immediately. The thought was that,
within a matter of wecks and months, there-could be some shift of
personnel to accommodate the neods of the employces.

The January date was selected to give us a maximum ﬂexlbillt.y
For exam ?lo, many people would profer to move to a new local at
the end of tho school year so that children could start in new schools
in September. .

Senator Curtis. Mr. Caphn in the Omaha World Hemld March
26, 1963, the headline:

<1RS Workers -Visit Chica 0, spokesman callsz it an oricntation thip, 17 Omaha
h‘lnteruatLRevenuo Service o iclals took off for Chlcago Monday for a fook at IRB
oilices wnere.

*In addition to that I have it from an authonmzwe source who snys
J know that the files in the enforcement branch are being preparod lor mbvlng——

referrmg to the alcohol and tobacco, and everything that possibly
could have been done the first menth has gone ahead and been done,
and the Secretary’s statement that it will be held in abeyance while
he reviewed it just hasn’t been carried out.

‘Mr, Caprin, Senator the point you are makmg rofers to 'Flaunmg
This is as you know a farge, very sensitive orgarmauon his plan
could not be effected oyernight,

f we had 30 more days of lead ume, T thmk the wixqie program
wqpld h&t‘t’g ,been t;nderabood much better, and we would have gotten
much, better employee acc

‘.‘M this stage th { )idea is fgmt it Secretary Dxl,\on a.rgee his dec&snin.
tl;% t the plax; move forward, ?an then move; orw m ap order

ion. “There are many peo involved. hat. js emﬁ dono,
now is planning., N ?sbemg moved. . M{ lon has. prohi 1t.ed
me fromn moving a r&m oue assignment to_ay ){:t on .

Senator CuRTIs. dn’t have gotten an oved in,
March anyway, but you have gone right. ahead: vnth sen ing,your
teams on ahead. Ve

: Now ,here is, the eu;barms&n posmon. zMy,.qolleagu Sengtor

ka, m&de an mqunrﬁ , possibly rot,gst ‘about !bis, % he gob.a
letter back which spys the Secretary. 19 gomg tohold up ¢ mga whlla
he studies it and that is released fo the _

. Then- t} my 1 :l:q agjf.d in Omalxa, get.tmf ﬁiea rep.dy to move
T hey send offici oparat;on or n 6ving, & di want
to read from a‘lotter. An nnn gou, it yyould be. em loyees that
would rely upan theso things as heing restudies. A .Jady writes:

Auother thing which I resentod as tho flat scatoment of our regtonal Com-
mylssloner at last Friday’s mass meating— . . _

this was written March 20th— .-

that ft would take a ‘mitacle to chango the plans a8 now sbt up. and tho ohanooa
would be one in a million to atop tho'nagve. '

-
to TR “53-,v‘~"‘)‘ e
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Mr. CarLin.: I have no reason to state whether that is an accurate
or an inaccurate statement. I would just like to refer to the fact that
Mr. Dillon in his announcement stated::

"Hg 'pointed’ out that noné of the ohanges’ are scheduled to become ‘effective
before Januar 1, 1984, which will give full opportunity to review all assets of the
matter iy the{ight of theso protests.

No implementing action will bo taken pending the complet,lon of such a review
_This ‘'was a’refererico to following through' onthe plan. But it is
difficult not 'to-continue plénnmg to stop-thinking and to stop dis-
cussing the elements. I know nothi F of personnel files. I am rather
surprised to know that any porsonne ﬁles Would havo been prepared
for shipment. -~

Senator Curris. ‘I think it sald enforoement ﬁl ‘

Mr. CapriN, Or enforcement files. I know nothing of that. ThlB
seems odd to me because normnlly most of the ﬁeld operatxons will be
staying where they are. -

he CHAIRMAN. Senator Douglas '

Ssnator Douaras. Mr, Chairman, we have now kept Mr. Cmﬂm
on the stand for over 3 -hours, and the Senator from Nebraska
further questions. Could we recess for lunch?

The CuairmMan. What is the pleasure of the committee? How
much longer do you require?

Sénator Curtis. It doesn’t’ matter to me. Althou h I took the
burden on myself to ask for this hearing, I did not get to ask S question
before fioon, but I think maybe we cou d ﬁmsh up in 30 to 40 mmutes
I will coms-back., -

Senator Douaras.- I want to be present. I took 9 mirités in my
cross-oxamination, and ‘the ‘Senator from Louisiana took something
like 20. The Deinocrats have occupied less than half ‘an hour of this
time.-We have been hero over.3 hours The remainder has been
taken by our ‘Republi¢dn oolleagues

* Senator WiLriams. Of course, the Democrats ‘were ddvxsed what
was going to huppen before it happened and 'we are only 1 now ﬁndmg
out dbout'it=—a tér it happened.

- Seniiter*DotiaLas. T would suggest ‘that we recess’ for. lunch and
come back after lunch. - _

“Senator:Curits: Whatever the chan'man ﬁn’d ‘Mr. Caplin w;sh

Senator Douatas. Under these oondltions I'must ask for 8 Tecess
until after lunch. °

The CHAIRMAN." What s the pleasure of thé oomtmttee? o

Senator Curtis. I have no preference. L

“ My CApLIN, I woul be glad if you would like to do it this way. I
would be . ver pp “to continue. - If you want to follow the pro-
cédure  we' followsd- before, X would be’ appy to answer & W ole
senes of questions you migfxt caro to submit.

“Sehator Dovdras. T would liKe to reserve tho ogportumty, if I ma X
at the’conclusion'of questions by the' other mem ers to be permit tec{
to place s few fninutes’ questions myself.

* Senaitor 'Cuitris,” Now- what proposals of the Smith report have
been deferred? - .« -

Mr. CapLiN. The report goes mbo all facets of our - operation
They were told to use complote freedom, to'reexamine everything in
the Seryice, from, £° ha size of. audit group?1 mtelllgenoe ;collection,.
ever§ singlé activity, to relanonship thh the. I‘reasury epartment,
and the entire Orgamzation

v
i ;
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Senator Curris. The only part that has been put into eﬁ‘ect is thxs
ong, the current announcement? .

. Mr,.Oavnin. Yes, sir :

Sen?tor CuRTIS, When was the last study made by an mdependent
group

Mr, CarLIN. We had an outsxde agency some years ago a prnvate
o anization.

nator CuRTIs, . McKmsey & Co.?

Mr ‘CAPLIN. Yes, sir,.

Senator Curmis, And that was’ Mr Hamngtoh?

Mr. Carprin, I believe so, yes, sir. .. !

- Senator Curtis. Isn't it true that McKmsey & Co recommended
keeoping the regional offices as they are? -

Mr. Carnin, 1 belleva thev recommended keeping the reglohal
offices, yes, -

.Senator CurTis.. Who pays ‘the. moving cost of empl l‘(ireess? L

Mr. Carrin. The Government would pay it i in acco ance Wlth 1ts

egllar procedures, °
enator. Curtis, What.do you. estumate that, to be? . . .
r. Caruin, Idon’t have the figure on this, It will depend greatly
V&Oﬂ “the ability to absorb people:into other jobs in- the locality.
hope to have. better mformatlon after the 90-day perxod when
the reports come in, .

Senator Curtis. Now the alcohol and tobacco oﬂice -in the reglonal
oﬁiﬁe?at,AOmaha would follow the regwnal office to Clucago, m that
r:g t ,

-Mr. CarrLIN. Not all of xb sn', only the top stafﬁng of thub oﬂice
But most of it would be moving over.

Senator Curris. Most of it?

Mr. CaeLiN. Yes.

Senator Curmis. 1 would like to have the record show thls observa-
tion. The Alcohol.and Tobacco Tax. Division alone has men-in-the-
field visits conatantly and they seldom go near. the district office..

In addition this permits various other; things.: The beverage
system also.operates under-this; Division. - When a-citation is issued
against a: permit for violation ‘of iits tertus, the:administrative-hearing
must by law be held within 50 miles of thé. reSfondenb’s lace of -busi-
ness unless he ngrees to-have-it elsewhere. ;1 can. bardly imaging a
resident of Minot, N Dqk., ggreemg to travel at his o pxpense to
Chicago or one in Casper, yo agreeing to’ g0 to. &1
hearmgs are expensive because they inyolve ftr el an Ai)elme for
witnesses s we hs rogiohal officé: persdnhel melﬁ conrisel.

Mr, CarPLiN, }ﬁ?r W hav’*é réglonal ‘counsel. an here we ‘have
fidld’ installahons ggl cco’ tax, I Q“ nnt;clpate any
shift, *""T'his i8 ohl ‘ths régional’ h dqﬁartérs 8t volved, and not
the field offices or tha branch offices which wou} be in oper txoq»;

"' Senatoy. Curtis, What, doq$ it ¢ost to proé a ta x T turni

Mr; CAPLIN, 1 .will have to- give you som at, sir,

n ter s of overall 008ts, we have figures on cos;,s o mxstrahon,
us’i the total colleotions,
(The followitig s laley redeh?ed tor the record )

In fiscal year 1962 lt cost $0. 45 to collect eve;y 3100 of) xevenue, ; ~: ' E s

+'Senator Contis. “If som sbddy ‘0ved 33 tax; of course 1t has to be
filed br:you wotuld not get'the people that owe much more, - -, it

e e

1
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“Mr, CarrLin, Yes, sir, S :
Senator Curtis. But I would just like to know what it costs.
Mr, CarLIN. In term of revenue agent’s. time and in térms of
examination? . oL : S ‘
Senator CurTis. Total cost to the Government.
- Mr. CapLIN, Yes, - : coe T
Senator CurTis. If that varies as to different cities also. ~
Mr. Carrin. I will see if we have some statistics.. We actually find
in terms of revenue agent’s time, if you isolate that by iteelf, the
deficiencies proposed: are usually d4bout 10 times and sometimes 20
times the actual cost of his time, 4 s :
Senator Curris. Now  the low grade people won’t have very
substantial bumping rights, will they?
* Mr. Cartan.- No, sir. - g : .
Senator Curtis. And some of them may be in clerical positions
whose spouses may be employed locally and they can’t move, isn’t
thatright? i ‘
Mr. Carrin. That is right, sir. T v ,
Senator Curris. Do'you estimate there will bé a retraining cost of
taking on new employees? - .
. "Mr. CarLiN. We do not anticipate any - substantial coats - for
retraining. - We are hoping that, in terms of these people you are
referring to, most-of them will be absorbed into operations, either
within Treasury or some other agenoy. We don’t intend dofng this
overnight. We'hope to take time as I mentioned—2 or 3 years. I
don’t anticipate any significant training costs involved here. C
. 1 might add the type of people you are referring to do not get
substantial training. - : x
Senator Curris. “Retraining” isn’t the right word?
Mr. CarLiN. Yes, sir
Senator CuRTIs. i mean expensive taking on & new emplo’yee and
teaching him his functions. There will be some of that, won’t there?
Mr, GapLin. I don’t really anticipate anything significant. There
must be somé, I would think. e I
Senator Curtis. For the record; whén was the announcement nade
that there was a plan to build an ADP center in the Detroit area?
-~ Mr, Carrin, I will supply that for thé record.:s =~ . - =
: (The following was later received for the record?) .
" It 'was dnngunced on April 6, 1082, tbat a regional service center was planned
in thé Detrolt area, = e AR ‘ !
'Sendtor Curris, Do you have any idea when it was?
. Mr. CaAPLiN, It may have been sevéral months ago, sir,. |
‘Sénator Curis. Isn't there the factor of similarity of agriculture
and industry being allin one region, do yoir regard that as a significant
factératall?- = - ‘ 3 S
Mr. Caruiy. Internal Revenue Service c¢uts dcross the wholé
economy. W trhin our people in different nctivities. We try to
encourage nobility of people, and there ate specialties in different
activities. Those spécialists will be available to'take care of agri-
culture, special indystries, or different tygeg of income. .
But I don’t really sé6 any identical patterh Tunning through the
makeup of the régions in terms of industry. - Lo ‘
‘Senator Curtis.. You could have a very, very capable man who
spent years and who has years of experience in my State, and who

\
v
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Probably would never know anything about the taxation as a growing
orco. .

" Mr. CapLiN. The heart of the tax system in terms of the problem
you are talking about is the people in the grassroots. '

- Senator CurTIs, And they ars as effective as they get experience
and specialize, isn’t that right? =~ . :

Mr. CapLIN. Yes; that is true of the entire force. :

Senator Curtis. And isn’t it also true that they are‘effective only
as they are well supervised?: - - - ' .. . ' '

. Mr.” OarrLin. The firat line supervisor, I-think, is ctucial to the
effectiveness of our’workin% force. . . } -

Senator Curris. ‘And:if<1t i3 an expert in the problems of a homo-

eneous area from the standpoint of agriculture aud industry, I don’t

ow hot you would measure it in dollars, but I think it is a significant
factor, don’t you? o - : P

«+ Mr. CarLiN. I think this would be very hell\?ful, and these people
are going to remain exactly where they are. Not oneof them would
be affected by the plan. R ‘ : o

-Senator Curtis, I:think not: I think you are going to have a
regional office in Chicago that has béen gegred to the past, to the
Chicago metropolitan areas, the problems of Detroit, a different type
of economy than the wide open spaces that make up so much of the
re‘iim: Omnaha has been serving. :

think you will have a different kind of specialist. I think you
will have people supervising in Chicago, supervising the enforcement
and colleotion of taxes arising out of a type of economy that they
aren’t familiar with. ,

Mr. CarLiN. I was not clear before when I said the importance of
the firstline: supervisor. [ am talking about the supervisor in the -
district who has direct contact and control over maybe 15 revenue
agex}ts and 15 collection officers. These are the people who are so
v]t’a K .. i, - R . R

- The type of supervision:you are referring to is really quité removed
from theso day-to-day operations. Their job is to see the national
office policy 1s handed down uniformly and being administered.
They are not making these day-to-day operational determinations.

- Furthiermore, of ¢ourse, on your point, you mentioned the eeniorkﬁ
bumping rights of 'the regional commissioner’ from Omaha; -
things being:equal, this would be respected; and 'if he should remain
in the position, of course you would have his philosophy still pertaining
in the region.- o R

Senator Curtis. Mr.' Commissioner, if a' consolidation was wise,
why wasn’t the consolidation at Omaha instead of Chicago? -

- Mr, CaritN. Why wasn’t—— ° : S
éhSenamr Ourris. Why wasn’t the new-office at Omaha instead of
1Cago. , , o
“Mr, OaLin: Thése are the basi¢ points which we were discussin
before. - You would  take' into -consideration ‘question No. 1:-Ia
a service center there? Well, it isn't there, and so we were left with

the other consideration; = L

t The next thing you thihk of is access to large districts—the im-
portant contact between the region and the larger districts where the
problems tend to bo mors acute. o S ~ :
" "We think of transportation, accessibility to axid. from Washington
accessibility 'to and: from  the different districts, the availability o

1
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work. force and the like, a whole lot of intangibles which come into
the picture,

Senator Curtis. Now, Omaha would be nearer the center even of

the new district.
. Mr, GaruiN, Our studies show that the travel is more efficient
from Chicago than from Omaha, The figures I referred to. before
show higher, overall costs for Omaha as compared to Ohlcago——
about $32,000 & year."

Senator CurTis, That is based on the fact that the Chicago district
office:would have to transact business in the regional office in Omaha,

Mr. CarLiN, That is right,

~Senator CurTis. And you decided in fa.vor of the one that had
more tax returns. .

-Mpy., CarrLin, ‘That .Was one of the' ma]or conmderahons, the large
dlstncts over there, Detroit, Chicago.

; Senator CurTis.” But you followed exactly the’ reverse reaSomng in
New York and :Boston.

Mr. CarLiN. Because we had the one big factor ani existing area
service center.. If -the service-center weren’t in the picture; . there
would be no doubt in my mind.

- Senator Curtis. The service center in thls case is in Kansus Clty
and it is going to stay there,

Mr. CapuiN. That is right. The queshon is, Do you dlsrupt an
entlre service center, Senator?

. There is one major point: all thin bemgequa] Tam convmced thatif
you have a decision to make on where you put yourservice center ,it
should always be as close as possible to the regional office. And if
gou ‘have to decide where to put your rdgional office then all things

eing equal I would move in favor of it being close to the service
center.

Senator Curtis. But the fact remains that. Imlerse, whlch in-
cludes travel expense, it includes time, it includes per diem, Omaha
is nearer the center.: This means less per diem away from home. It
involves cheaper long-distance calls, building costs are leSS, our
rental charge is much less,

But on the one thing 1 have to agree if there is to be a reorgamza-
tion, there is more business in the Chicago district office than, o
course, there is at the Omaha district office. But if that were. the
controilmg factor, then the re%cnal office would remain at New York
and would not have gone.to Boston.

Mr. Carrin. As I pointed out, while these are 1mportnnt considera-
tions, a more 1mportant consideration is the’ accessibility - to that
service center.,

Senator CurTs. of course, the accessxbdlby will not stand up
Omaha is in’' the center, It has been a tremendous transportatlon
center all through the years.

.:Out _there they tell the story about Abraham Lincoln standmg on
Councll Bluffs looking across the river and he said, “Someday the
railroads of the Nation will cross there.” .

And no one has any dlﬁiculty in gettmg mto Omaha. ,

:Mr. Carrin: I have visited Omaha. "It is a beautiful place. I
;i‘ave .enjoyed :it immensely. - We have a fine operation in Omaha.

his was a difficult decision to reach.

Senator CurTis. It seems to me that the taxpayers are going to take
it prétty much on the chin because the miles in travel for regional

A
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officers going to a district office and vice versa is alimost double in
some instances, which means a lot more per diem, the added expense
getting to the airline. It is going to be more.

All of that is borne by the Government. And on the one issue, if
there is to be a consolidation, and I am rathér convinced that the Smith
Committee was right, and that there shouldn’t be a consolidation, but
if there is going to be a consolidation, then it is decided in favor of
Chicago and against Omaha on exactly tlie opgosite reasons that it was
decided in favor of Boston and against New York A

Mr. CarLin. All these reasons that you suggest are extrémely favor-
able to New York. DBut thero is one other factor added to the Boston-
New.York situation, the service center which is some 25 to 27 miles
from Boston, a simple hop in an automobile. t :

We have a trained work force of 2,000 service' center people.

Sénator Curtis. When was that established? .
. -Mr, CarLiN. About 8 years ago. The tax returns from the Phila-
delphia region and the New York region have been going up to that
Lawfence gérvice center for over 8 years. =~ :

Senator Curtis. When was Kansas City established?

. Mr: Caprin. That was established before that.
Senator Curtis. When was Ogden established? -
Mz, CapLIN. Many years ago, too. - .
Senator Curris. So that doesn’t add up. o ,
--Ogden and-Kansas City do not end up ‘as a regional office. .
r. CarLiN. Theéy were placed there, Senator, not as an ADP office.
They were placed there as service centers for the ‘entire ‘country just
to take care of certain processing work which did not tie into a specifi¢
region. N SN N o . :

‘We are now moving on a regional basis for the first time. - ‘The ques-
tion'is; To what extént can we salvage a location and use it as a part of
ADP, without getting into extra costs for dismantling and moving it
to the regional office, or moving the regional office?

Senator Cunmis, 1 h‘av’g(fiven adot of attention:to this'and I canhot
see anything but increased:cost.4 I think that a great improvement
cam? with decentralization. I think it is moving back thé otherway
too far. v et rme o -

Mr. Chairman, everybody has been very patient. If T think of any
further questions, I will submit them in writing, ... ... . . .
At this point I would like to insert & resolution of the City Council
of Omaha and also the statement of my senior colleague, Senator
Romadn L. Hruska. } : ‘ L

(The resolution and thie statement of Senator Hruska follows:)

~ Ciry or OMAHa,

*Councit.’ CHAMBER,
.Omaha, Nebr., Marck 19, 1963.

. Whereas the Internal Revenue Service has proposed the elimination of the
Omaha Region Interval Revenue Offize which would eliminate 25 Iiiternal
Revenue Service positions in Omaha at an annual pé{“ron of $2 million; and |

Whereas, it is pro’gosed that the present region will be divided, certain States
being merged with the present regional offices in Chicago, Ill,, and Dallas, Tex.;

na, | . . . - : - g
Whereas, the propoged reorganization plans are based upon the premise that
it wolild be a saving of tax money; and o .
Whereas, Senator Catl T. Curtis, Senator Roman L. Hruska and Re(i)resenta:
tivé Glénn Cunnirigham have requested that the proposed plan bo restudied from
the standpoint of the claims that it would rdsult ina saving of money and Seore-
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tqry-Treasumr;nl'lllou has announced tho proposed consolidation plan will be
restudied: Now, therefore, t. ] i o

Resolved by the city counictl of thé city of Omaka, That tho city council go on record
and join with the chamber of ‘oommefce,-othcr organizations, and interested
Omahans, and protests the'above mentioned plan for tho Internal Revenue which
would climinate the regional office in Omaha, for tho following reasons and each of

them: o . L
(1) The present Omaha reglohal office setves the States of Missouri, Towa
Minnesota, ' North - Dakota, South- Dakota, Wyoming, Colorado, Kansas and
Nebraska, and Omaha is located in almost the geographic center of said nine
States. The roposed reorganization of the region will provide that Chloago be
the regional office located on the castern boundary of sald region to be com d
of the following States: Michigan, lllinofs, Wisconsin, Minncsota, Jowa, Missouri,
Nebraska, South Dakota, and North Dakota. - The proposed fan also provides
that tho offica at Dallas, Tex., will serve tho States of Colorado, Wyoming, and
Kansas, which are being presently serve ,liy..the Omaha office and which would
again resylt ;n another geographically unbalanced rzﬁlon. o

(2) One of thé purposes of the recently constructed Federal building projoot at
a cost of $8 million was to provide housing for Federal emplayees inoluding the
225 employees of the Internal Revenue Service of the regional office in Omaha.
Avy economio survey should certainly $ake into consideration this factor, Fur-
ther, with the regional headquarters befng centrally located in Omaha with all of
iu; tlransportatlon facilities, the travel cost to tho taxpaycr has been held to a
minimum. : R

(3) The oity of Omaha values the relationship -and services of Government
workers who are a part of our,o,ommuni&gr and have, bpep for maoy gea.m These
employees have cstablished homes in this grea and throughout the years have
become highly skilled in the performande of thelt duties %ith the Internal Revenue
Service. If this proposed merger is completed; many of these empléyees will not
transter to a now city. This will result in a loss to the Government of the years

pc:lﬁ;o% which 5;330 personnel poscess; and be it further .
esoi ‘That the city council of flﬁe city of Omaha request the Cominissioner

of thd mé’rqal‘Rernuo Servica and Scorefary-Treasurer to turnish the city with
a copy of the-original survey dnd copies of the information contained in the ve-
view of this proposal, and keep this oity council fully advised of the proceedings
relative to this subjeot matter, ‘ , L -
WaRReN R. Swigarr.
ERNEsT A. ApaAMS,
SrepueN T. Novax.
ALBEBRT L. VRvs.

(By Harry Trustin, Couneilman, Adopted March 19, 1963.)
Fannin SannuaAN, Depuly Cily Clerk.

A ved: .
ppro " Jaues J. Dwogax, Mayor.

STATEMENT OF SENATOR RoMan L. HruskA oN INTERNAL REVENUE §Evion
“+ ' PROPOSBED REORGANISATION ‘ e

My appearance before this committee s occasioned by the fact that ono of the
major moves in the proposed realinement of the Internal Revenue Service
offices would eliminate the Omaha, Nebr., regional office. This would involve
approximately 226 emglques.

There {8 no disposition to quarrel with the goal of achieving a ‘lean, fit, and
eﬂ}\cient” establlshr‘neni. However, 1 (‘gestlon whether the proposed plan would
achiove any substantla lgaro ess towards this goal. i )

Neither this Senatot nor the people in Omaha and {n my Stato are opposed to
chango as such.” But in'view of the record of performance and service rendered
under the present field offigp structure, tho strictest burden should be placed upon
and met by those who propose a change. : ‘ )

Yrior to this hearinﬁ Commissioner Caplin was kind enough to attend a ¢on-
ference at which my col leagues Senator Curtls, Re, resentative Glenn Cunningham
and 1 were present. Wo had a full discussion of the subfect at hand. Vatlous
information was requested of Mr. Caplin’s officc,’ We almi-eclatqd his efforts to
clarify the reasons for the contemplated move, but, frankly, Mr. Chairman, we
woero not persuaded by these reasons,
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if the proposed ohaixgo is not clequy}ustlﬁe_d by savings and greater efficlénvy,
or if gvidenco does no pregoqdcrato in'favor of a chaugo, then the transfer of the
regidrial office out of Omaha should riat be made. ' The serlousneks of uptooting
omployces and thelr fainilies ¢atinot’ be underestimated. The Impact upon
moralo would bo sovero and would linger for a long time. Cor
Becauso m_v{, valucd colleague, Senator Curtls, is on your committeo, I shall
defer to him in the matter of questioning Mr, ¢aplln and preseating tf_w views
which wo jointly discussed fn regard to this subject. L
Mr, Chairman, I appreciate tho opportunity a orded me to inako this statemont.
Senator Curtrs, "I thank the cliaitman’ for his usual patience and
loug suffering, and to you too, Mr. Commissioner. :
Mr. Carrin. I apgrecmte your courtesy, 8ir. ~ . ,
The CratrMaN. Before the Chair recognizes Senator Douglas he
wants to make a brief statement, ‘ o

I“want to congratulate and commend Commissioner Caplin for
rpdugin%;tp the extent ho has the uncollectible taxes. o
In 1959 the uncollectible taxes were $285,986,000. . ' ' =

In 1962 they were reduced ‘to $189,371,000, s reduclion of 40
percent,‘and tho abated taxes in 1059 were $105,493,000, and they
were reduced in 1962 to $155,603,000. ~ .0

So’ the uhcolléctible taxes under your administidtion, 48 com-
pared to 1959, have been reduced by 40 percent, and tfxe‘yévgded
taxées have bden reduced by 25 percent, ~ = . T

‘1 consider that & very fine record and I want t0 express my approval

of it and congratulate you on what you'havé done in that direction.

Senator WirLtams. If the Senator from Illinois will yield, I would
also like to join the chairman i congratulating you, Mr. Caplin. As
I have said on previous occasions, I think you have dong an excellent
Lob in reducing the outstanding delinquencies, and as the chaitian

as’ just pointed out, I am glad to note thdt it has been done with
lower amounts being written off as uncollectible. in each of the yeprs.

It is significant that these reductions have not been achieved by
incteasin’%‘ the amount written off, and I think.it is 'a commendable
record. 1 am glad to state that this record has been ge;tilxgobe}ter-
over the past several years, or ever since the reorganization, mé of
that credit goes to your predecessors, and in saying that I am not
minimizing dyour part. I 'want you to understand that my question-
ing here today was not'in any way intended as a refléction on your
administration of this office since you have been there. -

I think you are doing ‘an excellent job. Furthermore, I ain not
passing any judgment at the moment on the proposals that you have
made under this latest plan. 4 . ,

. As I said, if it can be shown that without disruptiiig the service-
which we owé té the taxpayers, and we do owe them some seérvice,
you recognize that, and without destroying the efficiency with which
the Departmont has beon operating and wo want to keep moving:
toward & degree of great efficiency if witnout disrupting those you can
reduce the personnel, I will bo wholeheartedly in back of you whether-
that reduction be in Omaha, Chicago, Delaware, or clsewhere.

I am expressing my concern on the basis of ‘this excellent record
which has been built up over the past 9 years under this decentraliza-
tion program. I am expressing the fear that. this may be a trend in the-
other direction. Tremember that at the time wo adopted the reorgani-
zation plan there were thodd who folt that these regional offices could
s?'rv? m: %seful purpose, and now we are secing theni gradually being:
eliminated. ' : ‘ ‘
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The results under the reorganization have been good, but at the
same time I fully recognize there is no magic in any given number.
As long as we can continue the efficiency of the organization I will
sugport you,
T still have some reservations as to the wisdom of some phases of
this latest plan, , ‘
"I have submitted some questions to the Commissioner, Mr. Chair-
man,don which I would like to have him submit his answers for the
record.
The Cuairman. That will be satisfactory.
~ Senator Douglas.
Mr. Carrin. Thank you, sir. o
_Senator Douaras. Mr. Caplin, my colleagues have given you quite
an endurance test. . o ' ‘
You have been on' the stand for 3! hours of which the Democratic
members have taken less than half an hour.

) P o .

I want to commend .you for your patience and your courtesy and
for thé'fullness of your replies. , R s
. I hesitate to add to your burden but there are a few points that I

should like to develop,” . . S ,

Ini ‘the statément of économies which you made indicating a savings
of approximately $6 million, you did not include savings effected by
less spice being réquired, did you? .

" 'Mr; Captin. I did not, sir. , , -
_.Senator Douaras. Now you are going to save 700 positions, ap-
proximately? R .

Mzr. Carrin. That is correct. _
© Senator Douaras.. What is the average amount of space per em-
ployee? ..

" Mr. CariiN. About 135 square feet. } _
‘ 'Senator Douaras. So' thero would roughly be 100,000 square feet
of space which would be saved? - '

Mr. CapLIN. Yes, sir. o , L

_ Senator Douaras. What is the avera 6 rental per square foot?

Mr. CarLin. I would think $4 would be'a fair figure. . . .

Senator Doucras. And this would probably be the rough cost to
the’ Governineiit under Government construction too, so that you
would have effected annual savings of around $400,000 in space each
year which you do not take into account. '

“Mr. CapLiN. We did not count that in our estimate of savings.
We only counted the salary sgvinfs. ' ‘

Senator Douaras. This would offset any increased temporary
costs or any increased travel costs per employece?

.Mr. CapLin. That is correct, Senator. _

Sénator DovaLas. Now in the discussion of increased distance,
distance is not as formidable a matter now as it was in the days be-
fore the airplane, is it? ) )

Formetly it would take a day to travel 500 miles, roughly. Now
500 miles ¢an be traveled in the course of an hour or an hour and a
half; isi’t that true?’

‘Mr;"_CApmN. Yes, sir. . ‘ : .

Most of the district regional contacts would be through air travel.
~ Senator Douat.as. So'that the airplane, while it does not annihilate
distance, has reduced the importance of distance. »
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Now I think %erha?s Senator Aiken brought this out, that there
is an excess number of 'supervisors-in the districts and the regions.

Did you agree with this? : :

" Mr.; CapLIN,: The point that I had sugFested was that in the smaller
districts the ratio of supervisors to employees was much higher than
it 'was in the larger districts. C -

This is also true in regard to the ratio of administrative personnel
‘to other employees. This is very costly. ‘

.. 'This:additional overhead cost, of course, does contribute to effi-
ciency, but the question is what price can the U.S. Government afford
to pay. For examgle, if we had a supervisor for evefy 10 men, we
‘might get efficiency but it would be extremely costly. I think industry
faces the identical problem. : S ) ,

~. 'The question is what is an optimum point or what is a reasonable
span to get a good level of supervision at & good cost. -

Senator Douatas. -The question I wanted to ask was you have not
increased the ratio of supervisors to correct that; have you?

Mr, Caruin, No, sir. :

_This partidular move would tend to decreass the number of super-
‘visors in relationto the number:of employees. - - o

‘Senator Douaras, When‘did this increase in the rate of supervisors
in rank and file personnel occur? S

Mr, CarLin. I couldn’t state accurately, Senator.

Senator Douvaras. But iidy in your administration? -

Mr. CarLiN. No, sir, not in this area, no, sir.

Senator Douvaras. I hope my friend from Delaware will forgive me.

You mentioned' the hardships which may :be caused.to people in
Wilmington having to work out of Philadelphia. . o

I have a map hers of the Eastern:States, and it seems to indicate
that the distance between Wilmington and Philadelphia is some-
where around 35 miles, and I do not believe that this is a formidable
distance for a person from Delaware. . » .

‘Senator WiLLiams. I wasn’t raising:the point.about the distance.

I was raising the point about the service to the: ayers.. It:so
happens that Delaware is the 30th in the Union in the amount of
money which is collected from tax returns and the tax returns which
are processed, The rating of the office has'been very high-“far
above the national average. - e I
" Delinquent accounts in that office have been reduced over 85 per-
cent since this reorganization Ylan. )

It has been a very efficiently managed ‘office, and when we speak
of distance, I notice that Camden, which is just across the river from
Philadelphia is moved’to Newark: which is 76 to 100 miles, so all of
this is not ‘related in distance. It is a very proper question to-aks
from a taxpayer’s'standpoint—will he have to go to Philadelphia
rather than stay in Wilmington? . ‘ C

“Mr, CarLiN, ‘He will not have to'go to Philadelphia, Senator:.

. Senator WiLriams. I saw. nothing wrong with asking these ques-
tions and I tried to emphasize in the beginninfrthat if you have em-
gloyees in Wilmington which you don’t need, I will support you any

ay in the week ih eliminating those employees, but I do not want to
disrupt the efficienoy of the organization. I made that clear, .

Mr, Carrin. This is the point we are making, In terms of the
service, we hope we are.providing all of these services to taxpayers
and their representatives.
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‘Senntor Wirriams. ‘1 think-it ia important that we continue with
these services.: - I was: n'very strong ndvocate of: the reorgamzanon
un(ler a Democratio regimo. .

‘I was one of the atrongcst, supporters Harry ’I‘rumnu had i in gottmg
:thﬂt roorganization:plan through.

l Th{arc wero mmw smcoro men on both sxdes of the mslo who opposed
‘the plan;

But one of tho mn)or arguments was Lho decentrahratlon rovision
-of the reorganization plan and this is a trend, ns you will ndnmt
toward. contralization. . ‘

I don’t apologiza- for having raised- theeo quoshons.

Sinco this réorganization has beai fn effeet, youn prodecoasors rmd
you have done an excellent job. You haye been - paying more atton-
tion: to -these: delinquent accounts, and I think that I had a llttlo
somothing to do with alorting the officesto this problem. .

We have reduced total dolmquenoiea by 8600 million—that is, you
havo—yon have reduced them; and I have complutlented you many
times, and I will again.

- -1 don!t want to destroy that progress, and. we cannot overlook the
fact that this trend now is back toward the contrahzauon in the large
-offices in which we had so much troubls before.

That point is in my mind, and I think ft is in-your mind, and I
think it should be taken:into consideration.

I don’t apologize to the Sonabor from Tlinois for having rmsed this
point.

" Senator Dovoras. I don't: ask you to apoloﬁize. I merely pomted
oufb th:i travel -distances are not as forxmd le as may have been
inforre

- Senator Wm.mus Who said it was? I dldn t ralse the travel
pomb L . , ,

Senatox‘ Outms It jen't. : R z

I raised it and it exisia.

Senator WiLtiams, In Dolawaro, the t/obal savmgs are - esmmated
to be $86,000 annually.:

Under 'the old reorganization . plan, the delinquent accounts in
Delamare have been reduced by $19 mullion in the ast O years, . -

That 18 an 85- percenb reduction. ©

If a savings of $86,000 & year is going to lose a swablo ark of the
acholvoments in collectxng that . $19 mlllxou, I thmk we shou d consider

And I wish -the Sonator from: Illmois would Jom me in exprossing
-concern ‘that tax-delinquencies in Bgaton :today are.at the highest
level in 9 ybars; and this poot vecord is in-the face of the [act that tho
country, a8 & whole, has achieved & 35- to 40- Koaconb reduation..

énator Dovaras. I .think jt.is true in ton _thero aro very
inoffcient collections from the years 1953- to 1060. ;

Scnator: WiLLiANs, Yes, and they are. still: got.tmg womo Last,
-yeap, on-Decanber 31;.thoy were af-nn alltime hugh. .. . /i .

1 wish the Senator, for. the mamgant, woyld.. (ziot his lllil}d on tho
1m »ortanco:pf- collecun% thesa taxes rathor than the national o ectxon

onntor ouoras. 1 hopo the remivk of the Senator from Delaware
smys in-thé record.

" Sénator Wintiams. It will stay.in the record.

.. Senator.Doudras. And:is not.withdrawn, .
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| can merely say this: That the experionce wo hay; F had this morning,
that we-are having in connection with the efforts of the Commigsioner
to reduco administrative costs shows the greut dlﬂiculty of ¢conomy.

Everybody talks - bout:’ economy in- Fomrg 1—1 .Inillion, 5. zmlhon,

10, billion—and people mako great speeclies aboyt, econpmy in %e" nf
but when it comes to the s ])omﬁc application, if it hurts their ity
or hurts their industry or hurts their. fnonds, thon-they proteat and
this is what we are up against,

I think wo ou% 1 to put the nanomﬁ mtomsb first, and not try to rand
the 'l‘reasu in bohalf of. local interests.

Senator Curmis, Just-a winute; I think eyery. ﬁg‘ym thst I have
:submitted hero, although Idid submlt. the resolution of the ojty council
of Omaha because the; f(ed me. but otherwise every mqmry 1 made

was attomRt in to find the.cost. to the taxpayems. :

, !%lures I.submitted about travel an 80 0n, and long-
distance calls, these great additional costs that are going to come from
the Federal éovernmentr——-

Senator Dovaras. Which are more than: offset under the aconomies.

Senator Cunrtis. Doing business under the & mdow of Mayor Dal

and Mr. Arvey, or whatever his name js, ia gomg to cost the peop [
more money th \an ifivi la done elsewhexe

And it 'is the national econom[)]r in wh ch I am uxteregted

Senator WiLuiams. I think the record should show, Mr. Caplm,

that I haven’t called to your attention a smgle protest in connectxon

with this change, have I

Mr. Caprin. No, sir. :

Senator WiLtiams. And, in addltxon that Mr Caplin vm‘y

gelously uireed, he was invited by the Dolawaro i3ar Assoclation, but

was consulted prior, to or q,t. the time.you were bejng invited, and
wholehenrbedly subscribed to the fact.

He as been up in Wilmington. . He has had an opporwmty

aln t, ‘Wo appreciate the fact, -
id.a good o in ex; lamm thig. ' I tried, t%help you ot, the

.faots of this out an explam it, and am now, and ave mada olear
from thé beginning. - -

A I ’%nl,:j not passing any opunon a8 t.o whether thxs is good or bad X

on IOW- .

And if it is good I don’t care how many you lose in Wihmngtou,
if you don't need them, don’t keep them. -

And if you can more. officiently opernte sox‘mowhexe elso without
dlsruEtmg o service, I will support 3’

ink I have em ilaslzed tlmb and ninde it clear, ‘But I do feel
and this-is not'a new concern since I came up hero, the Commissioner
knows that'on %l, teso annual reports on delinquent taxes, I have con-
sjstontly, over the years, each of the year, taken this question up and
discussed it with rsou and disoussed- 1t in the Senate, the reports on
checkm theso delinquent accounts, and we have made progress.
% naking progress still under his administration ana the Sonator
ftom Illmois can’t use adjectives, in my book, that——;

Senator Douaras. What was that etntomenwboul me? i
- Senator-WitL1ame: X said: you poan use ao.}: adjectives. in the book

wlﬁr which 't9 ‘cénipliment him on tlieYjobhe has done,; and ‘I will

’I‘c:bo Departraont had 9 good rigord in ‘Golloating theda taxds,
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~+ Senator DouarAs. Then help Lim on this. - -
- Senator Wirtiams. ‘1'am helping him, but I am not forgettmg that
“We also'have’a respongibility to the taxpayets.
 Senator-Doueras, Help him ‘on saving $6 mxllxon John, instead of
-throwing' obstaelesin; ‘hisiway thh your ﬁne sense o pablic duty and
“fihe fegerd for theé taxpayer.
- ' Help him darry ‘dut th eeconomies. -
_ Senator WiLr1ams, Has my questioning’ here today been mterpret.ed
'byyou a8 throwing a roadblook iti the way of what'you are trying to do?
Mr, CapriN. I don't interpret our remark that way, Senator, and
I am ho in .wé will have your full supportin this. -
i - Seng 1.Li4Ms. 1feel thiat we do have a'problem. Ihave aright
'-to ‘ask thébe"quéstions 7 T4y ‘again’that I iopé in'the futurethat
when there are-ifajor chan fbeini madé in t 8 ‘drea the minority
ad Well as the'majority can' disouss theds plans’ with you in advénce.
‘We 00, have 'a-common ifiterest in- mainbainmg and presemng' the
eﬁicleno of the service, ,
% HATRMAN. ‘Anything' further? L SRGLARTARE
hig nijeeting i§ ﬁdjouméd s S e
. Thank’you very much; Mr. Commlsslonef o
"(The foH0wmg statements: Were subsequently submltted by Senators
for m(;luslbn in thé reéord Qo ;
A Sk PR s g
ceteniie BT el aehmgzon, Dc Apnl 4. zaes
Hon Harny F. Byap,
Chairman, Smale Fmancc Commutee, ‘ ; o
tht'wfoﬂ, , :
tht uon Bﬂ;n tﬁf gm tetil de I %e we leil‘xghéa:liicealslg r\‘rliis.
0]’00 anization m! a nternal v e
ﬁndefg' ite 0 M’érc &; 1963, tﬁht 6hld‘trganpfer importaht servioee eutbf Rhoge
Thia would.inflict a drastio’ pajroll cut ot upwerda of a. quarter of e mmion
dogwarsagg :ht? oeconggay o o small my—but will tho’ Internal "Reverive Bervice
‘Egrg‘gﬂnﬁgn bgp:dc w‘wﬂeépoe?xtg Iﬁwde pland’s loss? ' We strongly beliéve
B o answet i *No;” /The Interndl Reverue Service flatly declares {ts intent
to ask for every dollar of the appropriauon they requested. ;[ Théy. will upend the

IO PUBTROIE! £t Hoitdrs' by bbbl SRR v ehgs, Tebe Wil B o dis-

turb cogmgunity remn o dfscharges and diaplacements in carryfng out their

ill the eonvenlence and acoommodatlon of ;he‘Rhode Island taxpayer he
ved. by this upheaval? .
\% should Rhods Tsland be aski to bear Qi:e brunt of ah ekpenment?

We respectfully ask your rejeetloh of the projected p an

Sincerely yours;
JOBN 0 Pﬁ?’ enator

Cmmonnn PeLL, )
. US Sendlor

U S
A fl 4, 988.
Hon, Hanrny F ByaD,
U.S. Senate, Washi nglon DO.

. c-al;%in Snnuonll” Braor gam a;u‘l; S:t you. z?soedemmreoeh"lf ol: the Senate Flnance
i have hacome aware annou o

“of Internal Revenue to reorganl‘:‘e ‘Zhe field offices of the f {ergal%ievenue Ser v?ge
by shifting certain 1tLona from some of the fleld offices to others, abolishing two
reglonal-éffloes; “m m four multi-State ‘distriots and' otherwise' changing the
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structure of the IRS field qffice setup. . You,ma{ have been Emde aware, too, of
objections from the people and Congressmen of the affected districts, i
n Alaska weo wére finally succesful only'2 years ago fn-having a district office
established at Anchorage. ' Before that time the district office whioh handled tax-
collections in Alaska was located at Tacoma, Wash; . .The proposed reorganization
announced by Commissioner Caplin would transfer 12 goeitlona in the Anchor.
age, Alaska, office to Seattle, Wash. I feel strongly that this is a step backward
and contrary to good publio policy and efficient administration, . - . .
Not onler. as full functioning of a district offico within Alaska greatly facilitated
tax collection in-my State for the Federal Governmeént :but' it has assisted the.
State of Alaska also. - I think uniquely among the States .Alaska.has its State
{ncome tax based directly on the Federal income tax law, with the State collecting
a perooentage of the amount taxpayers resident in Alaska pay the Federal Govern«
ment. The levy at this time {8 18 percent of the Federal tax on individuals and
18 perocent ouoxgratlom. The commissioner :of :revenue: of the :Btate . of:
Alaska has stated that sincd organization of the district headquarters fn'‘Anchorage
thero has been better, more timely taxpayer assistance and’ closer and promptér
linison between the Internal Revenue Service and:the State department of: reve-:
nue, I am fearful that this useful and mutually beneficial rela fonship would be.
;lll;turbfdrif the-reorganization proposed by ‘Commissioner: Caplin- is carried
ough,. - ~. -~ . . - e N U LI KRR S TP
Goé. ‘William A, Egan of Alaskah as volcedithe:fear that the IRS reor, ‘aplza.
tion will result-in a cutbaok in service to Alaska taxpayers and partial:return:to
the former situation, which was highly unsatisfactory, . .>: , .- ,...ii:, 5"
I ask that you file this statement of my ob'éction to the reo?ani::t{lotl?mposal' ‘
ng to hold-

in s:gg; investigation or hearing your committee may be plan on this.
mafter,: . [P I TR . ool PV ML
With best wishes, I remain T D
Cordially yours,
T Ernest GrusNING,
. .. US.S

US. 8gxate, . =~ | | .
e e e N CoMMITTEE ON Go;ng;a‘gs,lg,”;.

P i eat . -, . L ' O, [
Hon, Hargy F. Byrp,. - e . P'." o
iirman, Commitiee on Finance,. T e
U.8. Senate, Washington, D.C. ‘ T e ST

DeAR M. CHAIRMAN: Reference Is made to the announcement in early. March
by Commissioner of Internal Revenue Mortimer M.-Caglln_ that a series of changes
would be. made in a number of Internal Revenue.o cos- through reduotion fn
positions in some 12 of the smaller districts, merger of 4 districts and other regional
and service center ohanges.. - oy o T S T

ndor this plan the distelot ofiice st Anchcrage, Alasks, would Tase 12 posltions
with the responsibilities fnvolved transferred to%e@tue., NI

After a long struggle, Alaskans wére successful ap%?ximatelg. 2 {Qﬂl‘l ago in
having ‘a-distriot office-egtgblished in their. State. .Prior to that.time: all tax
collection and related activities were.performed. at. Tacoma; Wash, - Since this
change was made thero has been a remarkable fmprovement fn.assistance to.
taxpayers.» The State of Alaska, parhaps uniquely.among all the States, bases
its income tax on a percentage of what is !)ald to the Federal Government. . There
is a continuing neeqd for close liaison between the tate department of revenne-
and the Federal Internal Revenue distriot office at Ancho ; and thoﬂoeedunq;
has worked admirably well. - If some of this work being performed at Anchorage .
Is transferred to Seattle there cannot help-bui be harmful effects to & system.
which has proved of inestimable value, .~ .. . - . T T

- 1 am oertaln, a’s {s. Gov, i,l_liagl A. n,.of  Alaska, that the cut in staff.
will result in. considerablo loes of the benefits of direct contemi and consultation:
{v}hi‘ﬁx hualve resulteg lxiggx the ostlal:{llahmenkt of ‘:ll:!o t()1eistrlcrt, 03 at ?ndt}ilorage
Jnder the propose s0meo 0! work would - rformed vast distances
away from %laska - g‘hﬁa should not ?)e,. It isn't eﬂiolo‘lﬁ.' It would reest?biieh-
in part a long line of communfoation from Seattle whioh is complately undesirable..
- ... Sincerely yours, - . . . : ; Lot e g Ve
Cae T T TR L Basmeew,

ety . . AT DA

T T T T P Lt L T - T e



78 ADMINIETRAMVE CHANGESINTERNAY REVENUS SRRVIOR.
- ' BYATEMENT OF SeNaTOR Howarp Wi CaAnNNoN- -7 " - ¢
[T RN [T o A YO N L O RN M N
Mr. Chairman, the proposal by: tha. Commissioner-of Internal Revenue to con-
solidaté the operations of the district office in. Nevada and transfer certain impor- -
gantr‘ acélt:itteiu of the service to San Francisco, has caused great conocerh and anxiety .
| my Vond e e s 0 A TN . L A
Ids no secret that the State of Nevada is the fastest %rowing' State in the United -
States, and I share with all responsible officials and with the general citizency of -
Nevada the conviction that it would not be-possibe nor practi¢al to. attempt.to
administer -Nevada tax problems from: California or- any other State. .- :

-‘Many jobs will be abolished in the district office in Reno if this proposal is per-
mitted to ba put into eéffect, . It was even proposed, Mr. Chalrman, that-all tax
oollections be forwared unopened from Reno to San Francisco for prooessing. .

- It s utterly lmasslble.. h my .opinion, to setve.the people.of my State from
another: State: "I belisve-that the citizens of Nevada have a right to expect per--
sonal attention in their tax problems from employees of the Federal Government:
whb reside in.the State of Nevada since throngh their residency they can be ex-,
Pegtel(eliw'lemn s~.nething of thie economy of:the State and the problems of its .

ootk J 2 U SR SO S AU PO
I*!I‘;mre infotmed the SBecretsry of the Treasury,and the Commissioner.of Internal
Revenue of my objections as has every member of the Nevada delegation and:the !
top.officials of my State. - The. IRS study,: from’ which. thesé administrative
recommendations have come, proposes. a saving nationwide' of $5 million, * From':
all that I have been told, that saving {s questidnable. . Furthermore, it is cleas to !
e that:4his:so-called -economy. will result in .a noticeable deterioration’ of the
service which citizens of my. State have a right:toexpéet.. ¢ oo o - i
Thank you for your attention to this matter and for your consideration of .
Nevada’s special problems which would be adversely. affectéd by this proposal.

PRSP ER

B TR TS S UNPSUIOUPAN 4
DT UGN TN

.
s taam -
AP A I Y .

STATEMENT OF SENATOR-GALE W. McGEE

First I would like to thank the chairman for the privilege of giving me time to
present my viows qn this j%s,u,e. e )

The propgsal to reducé the work force of the Internal Revenue Service In Chey-
enne¢ was miade in the name of efficiency. Mr., Chairman, I am not gpposed to
efficiency but I believe that we in the Government must seek to draw a line, in'a |

lace equitable to all, between efficienoy and servi¢e, In this esso I belleve the
ine has been ine uitai)ly drawn and will' deprive the titizens of servi¢es that a just
go‘fernm'entshoudfprovide. oot L e e

Thé-tollestions of taxesis an-unpleasant task, however nécessary are thi funds
for the operation - of govérnment. Therefore, we sl.ould ‘make the eollgetion of
taxes as équitablo and efficlent as possible. I think that'a W;ofnlng taxpayer .
who is having grpb ems with the computation of his taxés'should not be foreed to:
travel {0’ another Btate to be afforded the‘a;()xeal rights’ written Inté- 6ur- tax
laws. Nor do, I think it ubreasonable to expect that a perdon Hving in an-area
has-a bette;‘gras‘};_ of the probleins of that ares than one living in danother State.
To né it {8 only faif that we in this case shéuld lean a little more toward service
{?r the t(?x iit:ty:el',;hl_s burdens are dificult'enough, without compounding them with

e an ) ‘anw..‘-' ! LA . - i N T Ll s
* Thig inove would also femove A number of families from the ¢ity of Cheyeniie.
By the standards of many States, Cheyenne is a pn‘ett‘f small town: ‘Butitis the:
State capital and the ¢énter of commerce for a'rather large‘arca. - Its felationiship
to the Stdte, Which itself-fs'not heavily populated; 1§ the samo as would be'a city
of several million® here on ‘the east’ coadt.: To-remove thése émployees would:
wérk definité hardship on the eity:and upon the emplo(y;eee concerned, There -
are some female workers wh?,have husbands eniployed elsewhére in‘the eity and -
would have to° %we"u their -jobs: rather- than move: ‘ And, of course, 1o one
likes to pull up his life by the roots and start again in'&nother city any more often

than i3 dabsolutely neécessary: -~ . ¢ N L o

:My. Chalrman, to-mo the fddty in this matter areé'quite clear. - “This deéision
was made here in- Washington by well-intentioned men who were striving to give
us the most for our’eivil-setvide dollar. - Their attitude is’ commendable bt in:
this case they did not take into account the local conditions. - It is hard to put a
dollAt valié on good will and service but the loss of thesé two items would cer-
tainly be far more than the few dollars saved in the move, I earnestly ask your
Blflpporé tintpreventing this move and thus proventing a real injustice to the people
of my State.
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e U.8. SENATE, -
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS,
o . o April 8, 1963,
Hofti. HArRY F. Brith, T P
Chairman, Commitiee on Findrce, - .
U.S. Senate, Washington, D.C, o o . S
Dgar SENATOR Byro:i Oh Apiil 3, 1963, your comimittee provided an oppor-
tunity for Senators to express their oppositioh to tho&pi‘dpoée‘d ,_reotfanlzatlon of the
Internal Revenug. Service which would provide for, shifting of personnel atd
transfer. of duties In several regions of the United Sates. Senator Mansfield
orlsinally'lutended‘,’,appea;}be,orét&our committee protesting this proposal but
as he has wriiten you, he was unable to do so, : .. .- ’ o
.'The purpose of this Jetter is to reiterdte our opposition to éhe‘l ternal Revenua
Service reorqanlsfat!ohplan. ‘From conversations with Mr. Caplin and a gtudy, of
the materla 'relea‘sef‘(fdm the_ Interps) Revenué Service itself regarding. the
roposal, it seems quite apparéent that theré js going éghbq a diminishing.of slervice
n the offices tgat aﬁe, to be consolidatéd.” Although Senator Mansfield and I have
been assured that the number of émploycesin thé Helena area will not bé decreased
and that most of the present employees will be retained in different capacities, it is
not ¢ ep’: .h%“v the present services can be retalned. Location of h‘ead:}u_artérs in
Salt Lake City and 'executive and policymaking personnel working out of therc,
shroughoijt a' vast 'geo?raphicél area, on a ciréuft rider schedgle‘, will entai] delays
or ‘lrcims and costly trips'on behalf of those who are negotiating- with the tax
* 1 join Sénator Mansficld in urgihg you to récommend that this proposal, now
uader a {reese order, he completely abandoned and hat the essentlal services iri
these areas continue {o bg maintained, ., .. e
- Kindest personal regards, .: , . ..
Vety teuly yours, ... . . :

N

Lee Mercair.,

STATEMENT OF.SENATOR QRoRop -McQovERN, oF Sourn DAkoTA .-
" Tho recent afinouncement by the Tnterddl Révente Setvice of 4 proposed plan’
B A b Ao A ST AT M PR S R gt g
States has been the subject of much concern in South D,akotr. o ‘
ezi,rip_gp‘ haye' heen' held in LAb:irdeép,“é: Dak., whicl Indicated widespread
opposltion tb thé proposed move,: I haye patticipited in séveral discussions with
other i;é\lto‘ g:)n%rﬁed, th thée propossl, We havé made our opposition
known both at the té House ahd at the Intérnal Revenue Service. I
1 foel ,&hat an impl‘egenta,tiongt(,this, order will. mean decreased lodal service
the taxpayers o{_Spv th’ Dakofa. ~ Carrying out the’ o?der_jwil,l mové 'thd inter-
sdiate Tevél of Interhal Revehiue ‘pergénnel from Aberdeen to Minnespolis,
Taxpayers seeking intermediate level tax service, both at informal hearings and
in an advisory capacity will be forced to travel several hundred miles.

Aftedlitcarefu} :ﬁnﬁidf;%ﬁnhg do noste tsiel that &ejprgmégeioftgavliin st lnf :l,:e
expenditures of the Infes ovenys Service can, ustified in the [ e
service that should {)g rendered bg“ he ;genoy n the local district office.

I also express my conviction that-wherever possible, we should resist the
tendency of Governmen ﬁghencim to move away from moderate sized towns and
citles into large fhetropolitan-Areas whie™ ate ‘already overcrowded. ‘I bélieve
thag-the' arite phi,loa'gi)_ ¥’ that has motivated specjal Government odnsideration
to’ presZed' 3rea.sj'a ’othqf_éeotiqns‘;of the oo?hjt where job opportunities are
limfited sholil prqu!{'w,héri}zefrpoasi le in the Iéeation of _xie-:gsspry Govérnment
services such as the Interial Revienus Service. ' I-féel that the savers egonomle
({:}pacﬁ to the city of &bex:deetL which would result from an implementatioh 'of
this’ order,aaufhardfﬁ{ fustified by the nominal savings to the agency which
wolild -result from the reorgahization. -~ - EP St

A § . Yo
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SrareMENT BY U.S: SENATOR LEN B. JoRDAN CONCERNING PROPOSED CHANGE
"IN Boisg, IpaHo, INTERNAL REVLNUE OFFICE

Mr. Chatrman and members of the Senate Finance Committee, I am grateful
to you for this opportunitf to express my opposition and the opposition of the,
i)eople of my State re%ard ng the effect that the proposed reorganjzation of the

ternal Reyenue Service will have on the taxpayers of my State, This pro 1
“311 ¥équcs the Bolse offick and move personngip_ rom Bols’é to enlarge a_n% cé in
§alt Lake City, Utah, ' - L : Co

;. As ond who appreclatés the economy efforts of this outstandiig eommittee and.
shares your concern for getting maximum valué for every tax dollar :gent i+ might
appear odd for me to come here to' 'ogpose'a reorgzmlizqtlon'grp 3 ‘,in]_{he'ﬁamé
of s{-,cpnom s, ,,B}it,_ after sfudying thid plan’as it affécts my State, I have come to
setously gouﬂ {ts economy, to either thé Federal Government or the taxpayer.
" The hudget proposed for the Internal Revenue Ser:‘réige for fiscal year 1964
includes. funds for incréasiig the number of Porsons hired by that agéney from
87,775 in fiscal 1063 to 60,604 for the ‘oomlgg figeal year. It {s interésting to ribte
tl%:,t in _,ﬁsscg‘lg'}géﬁz,om ‘55,016 emiployees wer¢ handling the work of the Internal
f vean ;, ‘ i e U ‘AA ) U N . ox . ‘: ‘-Al’.:.rl .

"m,'l,lgg‘\‘t_ of the' increased perkonnel aSkéd for in the coming year, it is difficult’
for me to iinderstand the so-called economy in reduclp‘ﬁ thé perdonnel in"distriet
offices in such cities'as Bolse, Idatio, which sérves the Internal Revénué Setvice
needs ‘and business' 6f iy State. ‘It appears’ that sappareritl  the JRS is not
conteht’ with it_é‘bt‘{eFet-prOposed rsonnel indreases fot. its ari‘ér offices, but
wants,to cut, the gervice of its smaller offices to further.centralize IRS operations
ghd edpand thelargeroffices, ~~ 0 . e o o

“Little thought has apparéntly been given to the indreaséd costs to taxpayers of-
Idaho and other small States on thelr r fht 10 ¢ontinué’to get the fine service they-
are presently recelving from District Director Calvin Weight and his experiénced
staff in Bolse. fléhese eople are so familiar with the problems 6f Idaho taxpayers
and with the IRS handiing of these Idaho tax problems,

Many of the services and decisions which can now be obtained in the Bolse
district office will only be avallable in §alt Lake, if the proposed IRS8 reorganiza-
tion is put’into eMedt. “This- means additiotidl ‘travel exponses for both Idaho
taxpayers and their representatives, and employees of the IRS who will then have
:o.lt:';qvel from outelde the State to Idaho points to handle their work with Idaho,

axpayers. L T

Ipohallenge whether i]’).x"opi‘n‘iel’lt.:s, ‘of this IRS reorgénl;atlon a8 1t affects the dis-
trict offices can prove its economy for the Federal Government, and I am sure it
will’call for much higher costs to the taxp_agiers in Idaho. Centralization in this
area of operations is nefther economical, efficient, or in the best interests of all
parties concerned. Lo ‘ , 3 - .

I shauld like to take tﬁis'prgortunit to present to you a memorial ap(l)roved
bK an overwhelming number of State lex&lators concerning this proposal, and would
like to have it included in the record. S L

" StATE oF IDAHO, DEPARTMENT OF StATE
OERTIFICATE" T .

I, Arnold Williams; Secrotary of State of the State of Idaho, and legal custodian
of the Great Seal of the State, and of legislative enactments,.do hereby. certify;
that the attached co;:iy is a full, true, and complete transoript of House Joint Me-
morial No. 12 enacted by the 37th session of the leglslature of the State of Idaho
and rectilved and filed in this office the 27th day of March, 1963. . .-, ... |

3+ [8BALY - - . C g T S T SR R Iy -
.In testimony whereof,. I have hereunto sét my band and afixed hereto the seal
of the State ol)7 Idaho. Done at Bolse, Idaho, tgls 20th day of Maroh, A.D. ,1963.
‘ ARNOLD WILLIAMS,

Secretary of State.
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LEGISLATURE OF THE STATE OF IDAHO, THIRTY-SEVENTH
SESSION, IN THE HOUSE OF REPRESENTATIVES

House dexf MeumoriaL No. 12 By .RBVENUE AND TAXATION - COMMITTEE—
A JoinT Mmmm.u.v .

To the Honorable John P. Kennedy, President of the United Stales, and the Honorable
Douglas Dillon, Secretary of the Treasury of the United States:

We,' your memorialists, . the legislature of the State of Idaho, respectfully
re%esent that: . . ‘ . R -

Whereas it has recently been announced that a reorganization of the United
States Internal Revenue Service is contemplated which will reduce the staff of
the Boise;:Idaho, office of the Internal Revenue Service by approximately one-
fourth, and will require many of these employees to leave their homes in Boise,
Idaho, and move to Salt Lake City, Utah; and . ; .

Whereas almost all'of said employees and their families have beed permanent
residents ‘of, or have resided for many ¥ears in the Bolse area, and have con-
tributed substantially to the econoiny of the southwestern portion of the State
of Idaho, and their transfer will cause a decided economie and social disadvantage
to them:and could well become a severe economio depressant to a key area in the
State of Idaho; and - L S e e S

Whereas such a reorganization will necessarily have an adverse and restrictive
effect . upon'the services which have heretofore been rendered by the Internal
Revenue Service to the taxpayers inithe State of Idaho; now, therefore, be it

Resolved, by the S7th session of the legislalure of the State of Idaho, now in session,
the Senate and the House of Represéntalives concurring, That we respectfully urge
the President of the United Btates and the Department of the Treasury of the
Unitéd States to review and. reconsider said reorganization plan for the Internal
Revenue Service a8 it affects -the office of said service in' Boise, Idaho, and to
retain the stafl-and services heretofore made available to the taxpayers of Idaho
by . the Boise, Idaho, omoe:u'theze presently. exist -and o%rate;‘ it further
Resolved, That the Secretqr¥ of State of the State of Idaho be, and he hereby is,
authorized 'and ‘directed to forward certified copies of this memorial to the Presi-
dent of the United States, the Secretary of the Treasury of the. United States,
and to the Senators and Iiepresentativee representing this State in the Congress
of the United States.

This joint memorial passed the House on the 8th day of March, 1963.

s e - 'PerE T. CENARRUSA,

Speaker of the House of Representalives,

This joint memorial passed the Senate on the 15th day of March, 1063,
W. E. DrevLow,
President of the Senate.
- I heréby certify that the within joint memorial No. 12 originated in‘the House
of Representatives during the 37th session of the legislature of the State of Idaho.
L ) - RoserT H. REMAKLUS, '
Chief Clerk of the House of Representalives.

s

S S U.8. SENATE,
‘CoMMITTEB ON LABOR AND PuBLIC WELFARE,
: o ‘ April 8, 1968.
Hon. HARrRY F, Byab, ‘
Chatrman, Comniitiee on Finance,
US Senatle, Washinglon, D.C, - ‘ - 7
Dear Mg, CuatrMaAN: Reference is made to the letter dated April 6th which
my senfor colleague, George Alken, addresséd to the Committes on Finance.
In this letter, Senator Alken brings sharply to'focus the fact that Mortimer
Caplin, Commissfoner of Intérnal Revenue, has failed to provide'a proper 1usu-
got:tlon for the reorganization of the Revenue Service which is taking place in 12

I.wholeheéartedly endorse the arguments raised by Vermont’s senior Senator
and I jéin in u‘rgég‘ that. your committee take all stéps possible to discourage
the Tteglsury.ll)epart_ment from putting into effect the contemplated reorganization.

ncerely yours, :

WinstoN L. Proury.
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- STATEMENT BY S8ENATOR QUENTIN N. BURDICK

Mr. Chairman, thank you for allowing me the opportunlt{ to present this
gﬁateiment in oppositiou to the proposed reorganization of the Internal Revenue

rvice. o ‘ .

When the announcement was made on March b that the Service intended to
reorganize certain distriot and regional offices, I immediately betame concerned.
One of the distriot offices to be affested by the proposed change is Fargo, N. Dak,,
which presently has a staff:of 137 positions with an annual payroll of $942,000.
Under the new plan 25 &)OSitions in the Fargo office are to be transferred to the
rogional office in St. Paul. e ,

1 want to say at the outset that I am in favor of any reorganization plan which
will keep service at its Present high level and at the same time eliminate some of
the overhead costs involved in the administration of the Internal Revenue Service.
I cannot see in the present plan as it affects Fargo, N. Dak., that there will be any
substantial savings in the overall cost of administering the Internal Revenue
Service by transferring employces from one district to another. Further, I am
unsiterably. ogeposed to any plan that would bring greater. centralization to the
-aotivities of the Federal Government at the expense of small rural communities
when the farm community is shrinking, I subwmit that any reorganization plan
shci:nld decentralize rather than centralize the activities of any given department
or bureau.’ - : . : .

.The honorable mayor of Fargo, N. Dak., Hersohel Lashkowits, haa-indioated
to me that the proposed reorganization of the Internal Revenue Service in Fargo
would create an economic hardshig u?on that comymunity. :

-On March 18, 1963, the Honorable William L. Guy, Governor of North Dakota,
wrote to Becretary of the Treasury Douglas Dillon, indicating his o ition to
the reorganization of the Fargo distriet office. In this letter to Mr. Dillon,
QGovernor Guy said, “The closing of the Fargo office .of the Internal Revenue
Service would have an adverse effect on the economy of North Dakota and would
impose a hardshg) on employees who would be required to transfer to St. Paul or
whose jobs would be eliminated. :

. It is my hope that the plan which is now. being reviewed by Secretary Dillon
will be abandoned. T

) © - .U.S. SENATE,
) CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS,
. ) - April 9, 1963.
Hon. HAray F. Bygp,
Chairman, Finance Commiltlee,- - )
U.S. Senate, .
Washington, D.C. .

DaeArR MR. CHAIRMAN: On March 4 I was notified by a representative of Internal
Revenue Service that changes were being announced the following day in a num-
ber of field offices. o

The announced change would seriously affect my State of Idaho. Firsi, I was
told that the proposed ¢hange would meéan that approximately 31 supervisory
positions would be transferred from the.Boise, Idaho, district office to Salt Lake
Ciuy, Utah. Later I was advised that the proposal would involve the transfer of
19 supervisory and 6 supporting positions. But, in the later memorandum, I was
also told that the transfer ,?f these personnel to Salt Lake City would require in-
creased staffing at that office of approximately 11 new supervisory positions.
Thus, the announced savings appear to be an ever-changing mirage, .

Orfginally, I learned that it was planned that all income tax returns from Idaho
would be forwarded, unopened, for processing in Salt I.ake City. Later this plan
vsas altered. Also, 1 heard that the bank deﬁosit‘s from Idaho taxpayers were to
be deposited In Salt Lake City banks, but this plan was also abandoned.

1 point out these things, Mr. Chairman, to indicate that this proposal, from
its iuceptign, was poorly planned and altered step by step as legitimate objectjons
were raised. . : ) o

My position, which I have held from the time I first learned of this plan, is
that it is not a sound proposal. I base my objections on these grounds:

1 have learned, from previons expericnce, that theseé proposéd concentrations
of staff and responsibilities in regional offices do not decrease the overall cost to
‘the taxpayers. Indeed, a similar move a few years ago ih the Post Office Depart-
ment, had the opPosite effect in that it costs more to operate a number of regional
offices and still give a minimum of service at the State and local levels.
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The grot@ts in Idaho to this plan have been widespread and vigorous. The
-Idaho State Legislature memorialized the Congress, urging that the plan' be
‘abandoned. Many chambers of commerece, attornays, certified public account-
ants, ncwspapers, and individual taxpayers have protested this move. They
have pointed out that a person living in Boise who had a special tax problem would
be réquired to travel 370 miles to Salt Lake City for discussions and conferenoe.
But, since Bolse is centrally located in Idaho, a taxpaver living in Coeur d'Alene
would have to travel 763 miles for this same purpose. : -

In addition, it would involve a real har,dshi}) on the employees who would be
forced to transfer to Salt Lake City or lose their jobs. Many of these peoplo are
native Idahoans, owning: their own homes, with children established in schools.
This i3 a human equiation, but it cannot be ignored. -

It 1s my strong belief that any move to centralize in a more distant place the
functions of an agency of the Federal Government which touches the lives of
everyone is a bad move. It makes it difficult, if not impossible, for the average
taxpayer to discuss a problem without the expenditure of considerable time and
money. I respectfully urge that this proposal be rescinded.

Sincerely, . : ’
Frank CHURCH.

U.S. SENATB,
CoMMITTEE ON COMMERCE,
April 8, 1963,
Hon. Harry F. Byrp,
Chairman, Finance Committee, U.S. Senate .

Dear Mg, Caairman: I am writing to comment on the proposed modifications
of several district Internal Revenue Service offices, and respectfully request that
my lettfr be made a part of the permanent record of your testimony on this
proposal. ‘ )

I was happy to learn that the Treasury Department and Internal Revenie
would take a second ook before putting info effect the centralization of internal
revenue functions in Boston, and the shrinking of the force in Maine, New
Hampshire, and Vermont. ) o

Certalnly we are all willing to give careful consideration to any proposed plan
which will bring about economy, so long as it Is not detrimental to the public
interest. We want to make certain, however, it will be true economy and not
merely the shifting of personnel from one area to another.

Much controversy and misunderstanding could have been avoided if Treasury
and Internal Revenue had seen fit to take us, the representatives of the people,
into their confidence while they were developing this plan, and before announcing
1

I sincerely hope the Internal Revenue Service and the Treasury will keep
us advised of the progress of its review and fully discuss with us any modificatlons
of distriot offices before implementing action is taken. _

Unless this is done, I fear Internal Revenue will have suffered another severe
setback in the minds of the publio, and, certalnl({, Congress will never be satisfied
that the proposals achieved the economy accredited to them.

Very truly yours
4 ! Norris CorroN, U.S. Senator.

U.S. SENATE,
- Washington, D.C., April 10, 1968.
Hon. Harry F. Byrp, i
Chairman, Senate Committee on Finance,
Washington, D.C. ) :

DEar_Mg. Cuarrman: I deeply appreciate this opportunity to present to the
Senate Finance Committee my personal views on the progosgd rogram- by -the
Internal Revenue Service for reorganization of its various field offices as detailed
in the announcement of March 5, 1963, from the Offica of the Commissioner of
Internal Revenue. It is encouraging to me, to the taxpayers of South Dakota,
and to the area served by the district office in Aberdcen, S. Dak,, to know that
tuis most important committee of the Congress is reviewing the program as
presented by the Treasury Department and the Commissioner of Internal Revenue
to determino whether or not this proposed program is iri line with sound and
efficient operations and will actually, in the long run, be an economy program as
espouscd by the Treasury advocates.
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- In gtudying the proposed program, and in studying the transeript of a hearin
‘reglg)rd ‘proposeg modification -of the Abexdeezx istriot ofﬁoe,‘p at Aber,deeng,
8. Dak., I am somewhat confused by just what is heing advanced by the IRS for
implementation at a later date. For background information, let me say to this
committee that we in South Dakota have recéived sgvelﬁl varied ogll‘nions‘as to
how.'m'ax:iy individuals this proposed program will actually affeot. .. The number
of individuals to be affected has ranged from 7 to.18 for immediate changes, and
as high as 60 individuals to be transferred to varlous working centers by 1966,
depending upon which IRS officlal is diaouaalng:thipropog,al.at a partioular time.
‘I*0 oxplanation whioch most often'is given is that these personnel adjustments are
being made under the guise of economy and efficiency. Yet, while we consider
this contemplated “economy’’ effort, we find, at the same timf. the IRS requesting,
tslérro?gh their. budget funds, an increase of over 4,000 additional persons for the
vice :

In the meeting of Aberdeen, 8. Dak., citizens with Internal Revenue officlals,
it was indicated that perhaps over the long haul the district office would receive
some of these additional new staff people. I bring this out to point up what I
believe to be not only confusion in the proposed program—partioularly as it relates
to my' constituents back home who are carefully following these gyrations in
personal movements—but an inconiruoue position by IRS of reducing now by
transfer only to replace later by who knows what method. If this {8 planned
economy, Mr. Chairman, it escapes my observation.

However, I would like to direct my statement here to what I believe would be
more copstructive economy in the operations of the IRS. I am firmly convinced
that the transfer of IRS personnel to large metropolitan areas, in my own.in-
stance from Aberdeen, S. Dak., to either Minneapolis, Minn., or St. Louls, Mo,,
is false economy. We know that if the transfers occur that the taxpayer picks
up the tab for.the moving of the families involved. Wé know from figures which
are available to all of us that it is going to cost the individuals moré to live in the
larger metropolitan areas. ~Their cost of living is golng to inctease and either
.this increase will have to be compensated for through increased salary grades or
the Service could po;ﬂbly, lose the services of experienced personnel.

In additfon, it costs the Government more to maintain each employee in a
metropolitan area. All overhead éxgenses are higher. L

I would like to recommend that é {s committee, in its review of the proposed

eration and study to the potential economic

program of IRS, give careful consf . t 0
sayings of increasing the services of district offices, and utilize their facilities t6 a
greater extent. These communities such as Aberdeen, §. Dak., in addition to
offering to IRS personnel education benefits, recreation benefits, cost-of-lving
benefits, and a greater opportunity for closer family living relations than any
large metropolitan area can offer—and these benefifs are most. important to a
growing America and improved family relations—are able to continue thé tradi-
tion of keeping Government seryices close at hand angd readily available to the

people. . . . ..o o ,

T'would hopé ‘this ‘committée. will review the potential services to_bé rendered
to the taxpayer. . In this éra, when we. demand so.much for the already; over-
burdened taxpayer in both his' time and his financial resources, the most we can
do'is to locate convenient to him the necessary seryices and expert Government
personnel so that he ¢an have access to that servide'at &'minimum cost to him
at all times and at a time, unhappily, when our tax laws bécéiné moérd ‘confusing,
resulting In more frequent consultation by_more and more taxpayers with these
offices. I do not need to tell this committee that if a taxpayer has a problem
with IRS and would have to travel from South Dakota to either Minneapolis or
St, Louis that it 1s going .to.be a burden on that taxpayer financially. All of us
know that travel costs money and that in the metropolitan areas the costs of
hotels, meals, and other daily necessities are excessive, - o

I would hope that the committee, in its review of the 'progosed program, would
.qive serious consideration to the publlc_-relatlons aspeot of this propoded program.
"Thé taxpayer of America is' a most indportant individual, 'We live by the aweat
of his brow. * I firmly believe that we should givé‘consideration to'hid desires of
.the Service, the advice, and the consultation that should be ini relatfve close
proximity to where he flves-.evep if it-has to be done at'the expense of some
-alleged economizing, which I personally doubt would be achieved in the ¢on-
templated centralization plan. Let us keep at full strength and operation, at all
times, these district offices to which the taxpayer can come from his home—to
recetve needed attention whioh s his right, not privilege—and return all in'1 day
without putting that taxpayer to additional expense on his tax problems when
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;hey 10' frequently arise as théy do in’ today’e comi&lio&ted tax. ethioture snd
ormula
Therefore, in conolision, let me again: brieﬂy reicerate the hope thit the com-
mittea will réview tlie'proposed program’ of the IRS‘and will.recomrend to the
Commlssioner, that ‘if modiﬁcat on is deemed absolutely essential :that: such
modificatioh be directed to enhanoing the present systom of diffused and close-at~
hand servics ih-‘our smaller: oommunlt(es natead of funnelin ‘at exXoessive costs,
these Op?r% tions into mettogo tan areas; that:they:be modified with the view to
economy for the taxpayer who has to come t6:the' IRS office; and that:they be
modified in tl;e intereat of the taxpayer and good public relations with his Govern~
ment which he go valiantly supports’ vmh dol ar and hts patrlotlamz R
With best wishea. 1 am,
“ Cordiall y yours, ’g o ), " -
L i ‘KAB:.:E.':'MUNQT.",
. AN \ °
- U8, BINATI ;-
Couutmn ON APPROPRIATIONS,

‘ Apra 10 1988.
Hon, H.umr F, Byrp, : ‘ :
Chairman,’ C'omm:au on: Finanés, FEER : S
US Smm RRL IR ITI A S x
R MR. CHAIRMAN:, Attached !s a statement I wish to submu lh conneca
t,lon wlth the hearin%eyour committee held recently on: theé proposed reorganisa-
tion of thé Intérnal Révenue Service, and I redpecttully- requea 'tlmt it: be made
a part o! the record of the hearings.
ay I take this opportunlty to thank you and the tneinbem of ybur commmee
for you(l-:o courtesy, )
Y -

1

ALAN Bmtm' ‘

STATBMENT Suam’nzo BY SENATOR ALAN Bibre Wire Respecr. 10 ﬂw Pso-
POSED Rmnammmon OoF -mn Imnmn gnvnnun Sknncn

Mr Chalrman, the reorganlutlon of 12 small distrlcts of the Internal szenue
Service, 1 {whioh involves Renc, Nev., is of inuch toncern to mi

I have asked Commissioner Caplin to lurnish me the facts and ﬂguree relevant
to the proposed changes for the Reno office. ~At this point, I:want to. assure
your committee that I am a; preclatlve of the eoov);)eration of ‘the Commissioner,
and-I am- a{mpstheuo to desire to-make savings in-the Internal Revenue
Service.. I have no desire to downgrade his honest beliefs that his committee,
which’ mad% the. original atudy, Is entirely wrong in'ite findings. - =~ =« -

Neverth ess, ‘any findings"are subjeet to close sérutiny- and examination by
Members of Congress.. I would be dereliot if I did not examing, olbeely; the
recommendat 6ns for obangee in my State and attémpt to arrive at a just con-
¢ g:isloth vteh respect to the findings of the Commisslouer and bls commlttee
done, . -
T It was, In my opinion, a very poor job’ 6f tlmlﬁg with réapect to the anngutice-
ments whioh notified thése of s who tould éxpect to receive changes within our
districts. T know that the Commlsswner exg lained this to your committeo when
he was befora you; howeéver, I believe this'should bé a lesson’ liu)ubl!o l-elatiéhs
The Commisslongr should have spurred his committes forward with its repogt
the Secretar? he Treasury. 8o that each Member of Congress would h tﬂe
ull facts befgre hif in order to make certahi auggeatlons, which I am ‘uré ¢

Commlasloner welcomes,

Mr, Caplin has furnished me with & suthmaty of the effeet on' the Reno oﬂiée,
I have seoured as much information as poéesible and have attempted to gnalytg
the summar{ obileottvely I' will furnish he lnformatlon for the record

accompany my ana ys

hafrm heen acknowledged that the Marohbs Publlo announce:
ment hada serious lm 6t on the morald of tho émployeds of nternal Revenue
Service. I would ke to expand on this, T have received copresponden ) from

fine, intelligent, longtime employeés whd havé worked in the' Reno offie r‘y
years and who now are faced with the cholce of accepting a job of lésser impo

or uprooting thelr famllles and moving to other areas, In the majority of in-
stanoes, belng faced with such moves ls of major importance to them. ‘The
morale factorin the cho office Isat an all-time low. This doesnot foster improved
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seryice -and loyalty. - All 'of us know that wo nced capable, loyal employces if we
are to serve at maximum efficfenoy. o

I waat the beﬁt‘poesible eervice'in the Reno Internal Revenue office lo:;&le
oitizens of Nevada, and I am sure that every member of. this body wants the
same in his State,. I want to point out that perh:&)s savings can be made In the
present operation. The Commissioner has tostified that his plan for‘reo,rﬁaniza-
tion will Involve 720 positions. He has requested funds for an additional 3,500
Internal Revénue esiloyees and he testified that ho loses 4,500 employees each
year by attrition. - I submit that the net savings of 720 employecs could be made
without 'any reorganixation plan, - ...« - I L

Again, this would not meet; the Gommissioner’s findings, as. he is mostly
concerned with moving supervisors, or ﬁemng more “Indians and fewer chicfs,”
as he said. In Nevada, we have few chiefs, we have a preponderance of Indians,
In fact,r Mmy. summaty will show little savings in the Reno office and the Comn-
missioner’s summary will show a net eavings of nine employees, most of them
clerks and stenographers, which I classify as the type of employee the Com-
missioner does not ‘want to affect, if I interpret his statement corrcctlr.

My summary, whicih 1.hope every member of this committee will study in
detall, will show a net savings annually of $900. This is a high price to pay for
a lessening of morale in the Service. Ifurther believe that personal trips between
San Francisco and Reno, telephone calls, ete., will eat up the $900 in less than
a year, and there will be some waiting, éelaye, and a deterioration of service to
thgr atrons of the.Reno office. .. .~ ., . ‘ -

. zecgrowgh of Novada, opo-of the fastest growing States in the Union, will be
affected by Californla, now the‘lgr%cstxin,ypopulation. I see little imlprpvomenz’
in service to Nevada patrons by being supérvised from Californla.. I have had
actual wfp,e;iepcq along; these lines, with chariges in other Federal agencies, and
I can fcll you that the residents of my State do not belitve the changes improved.
the scrvice. I have checked many of these complaints personrally, and I 'must
agrigg.\tg;lat,.contralization in some arcas is undesirable and deé¢entralization is

referable,

‘,) In Novada we have a work force of 164 Internal Revenue Service employees.
The Commissioner has stated that ho loses, by attrition, 8 pereent of his tech-
nical force each year, and 10 percent of his clerical force. " I'submit at this point
the Commissioner’s analysis of his reorganization plan-for Reno, Nov., and my
analysis of his summary. He could have achieved practically the same savings
with no announcement with respect to the Reno district office. Attrition would
have accomplished his end product. . .

RENO-SAN FRANOISCO SUMMARY (AS SUBMITTHD BY COMMISBSIONRR CAPLIN)

“Reno has a current staffing of approximately 164 positions with an'annua)
pgtro]fl sgltosgég&&goo. San Francisco’s personnel strength Is 1,670, at an annual
cost o ,000, 5 ,

“Phe modification of the Reno district office will Involve the transfer to San
Fr nolsc()l of the responsibilities of 24 overhead positlons. The work of three
additional positions, which currently provide support and technieal services, will
be also transferred to San Francisco. These 27 positions are funded at $204,300.
In order for the San Francisco district to assume this additional tﬁupm‘vlsory and
service work, it will bo necessary to increase staffing at that offico by n’gproxl-
mately eight J)o.sluons, costin 1,200. Hence, the net savings to the Service
amounts to 19 positions and about $153,100. ]

‘‘Many of the 27 people (24 plus 3) dfsplaced in Reno are qualified to perform
other work of a direct enforcement or operational nature. We wil} not_know
exaotly how these placements will work out until all of the affected employees
have been surveyed in the light of present or projected vacancies In the office.
1t is our present estimate, however, that about 18 can be reassigned within the
Reno district, leaving a hard core of about 9 employees §52 100) who cannot bo
absorbed in Reno and must be placed elsewhere within the Service of, if ‘eligible,

retired. ‘ ‘ )
“The direct services to taxpayers in Reno will not be affected by this

reorganlaation.” ‘ )
Mr. Chajrman, I now submit my analysis of the proposed Renp—San Francisco

reorganization, :
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The Reno District Administration Division {3 currently staffed with nine
positions, which are as follows:
1. District Director
2. District Director’s sceretary
3. Chief, Administration Division
4. Secretary
5. Chief, Personnel Branch
6. Agf)ointment clerk .
7. Chief, Facllitics Management Branch
8. Clerk
9. General supply clerk

Under the reorganization guidelines to modify the Reno district, it is indicated
that all functions of the Administration Division will be transferred to the San
Francisco district with the exception of the District Director and his secretary.
If all these |pmttlons are transferred to San Francisco, it will be & net deduction of
soven positions. :

It will be necessary, however, to retain a telephone switchboard operator and a
clerk who will serve as relief for the telephone operator and handle forms, supply
distribution, and serve as a ‘‘handy man.”

It has been indicated to me in the advance planning that it will be necessary for
the San Francisco district to increase their administration ceiling by five positions
at tiho time our functions are transferred. If this is true there will be no pzrsonnel
savings. .

A counterproPosal {s being considered to redesignate the titles of all the affected
employces and leave them in the Reno office except for the Chicef, Administration
Division, and his secretary. The nonsupervisory functions of the latter positions
would be handled by the 8an Francisco district.

This would refleet little savings and deny the Reno District Director of adminis-
trative staff assistance,

Clarification of savings resulling from the lran;'/er of Reno Internal Revenue Service

Junclions to San Francisco
Positions | Amount
Aocording to par, 2 of the Commlssfoner’s summary:
Number of Reno positions 1ost......cucciccriciosniunctaorcnsccesssascscencen b14 $204, 300
Number of positions added to 8an Francis0......eceveemacrrnaecccmvonanase 8 51,200
Net savings (DosItions) . .ccceeeaeeinuiensicciseraccscarcccasacenes . 19 leoeannnnannss
Net savings (Qolars) . . cuveeerecricecnicociescaccsescacccssscsaccansssaasalescacanncaen 133,100
Ace%dln (o par. 3:
umger mleno people ta he AISplaced. ....cceeneicioincirranaincencnencans b1 T
Number of Reno people to be reassignad.....ccacveeveecmecnccraciascnsens 18 |oeennnonnenn
Number of Reno people not absotbed...cceeeverennceerracccececncessennnes [ J RO
Conclusion:
Number of Reno poople not absorbed.....eivieonncaecnocncacanncsnaccssansen 9 52,100
Number of positions added to 8an Francls00.....cecceeiaccaraneacccceracnces 8 51,200
Actual lota] savings 2In ﬁosulons) ......................................... ) O P
Actual total savings (dollars). . ....cceceeurinnnennnncaranea. P [ serenns 900

Nore.—Dollar amounts to be saved by elimination of 1 position would not begin to cover additional travel
oosts necessary fI functions were transferred to 8an Francisco,

As the Commissioner has testified, studies are still going forward and the reor-
anization plan will not go into effect until Seeretary Dillon approves. 1t is now
ing held in aboyance until January 1, 1964, by the Secretary. It i{s my belief
Cominissioner Caplin, after he has a better opportunity to evaluate the Reno-
San Francisco reorganization plan, will rectify somoe of the rash changes now
planned. He has deémonstrated his ability as an eficlent administrator and my
analysis and remarks should be of immeasurable aid to him. I have already
assured the Commissioner of my cooperation as long as improvement and savings
(i?n be magle to the taxpayer without deterioration of service by the Internal
evenue offices.

(Whereupon, at 1:556 p.m., the committee adjourned, to reconvene
at the call of the Chair.

~
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