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EMILIO Q. DADDARIO

Honorable Al Unman
Chairman
Committee on Ways and Means
U. S. House of Representatives
Washington, D. C. 20515

Dear Mr. Chairman:

On behalf  of  the Office of Technology Assessment,  we are pleased
to  fo rward  the  ana lys i s  o f  i s sues : A Preliminary Analysis  of
the IRS Tax Administration Svstem.

Th i s  p re l imina ry  ana lys i s  i den t i f i e s  i s sues  and  poses  ques t ions
rega rd ing  the  oppor tun i t i e s  fo r  ove r s igh t  o f  the  sys t em as  i t
a f fec t s  due  p rocess ,  p r ivacy , conf iden t i a l i t y  and  secur i ty  a s  you
r e q u e s t e d .
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Sincerely ,

Edward M. Kennedy
Chairman

D E PU T Y  D I R E C T O R

Enclosure
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EMILIO Q. DADDARIO

Honorable Edward M. Kennedy
Chairman of the Board
Office of Technology Assessment
Congress of the United States
Washington, D. C. 20510

Dear Mr. Chairman:

The Off ice of Technology Assessment has been asked by the Chairman
of the House Ways and Means Committee and the Chairman of the Subcommittee
on Oversight  to review the Internal  Revenue Service proposal  for  a  new
computerized Tax Administrat ion System (TAS) to assure that  the safeguards
are sufficient  to prevent  the TAS from becoming “a system of harassment,
s u r v e i l l a n c e , and  po l i t i ca l  man ipu la t ion .”

Under the TAS proposal, the present  central ized IRS computer  system whose
master  tapes are updated and queried on a weekly basis  would be replaced
by a network of  ten regional  systems, each with Master  Files that  could
be  accessed  ins t an taneous ly  f rom te rmina l s  in  loca l  In te rna l  Revenue
Off i ces  th roughou t  the  r eg ions . Computerizat ion of  some manual  f i les  and
new app l i ca t ions  o f  the  t echno logy  a re  an t i c ipa ted .

To assist  in making a determination as to how best  to proceed with the
Committee request ,  OTA convened a panel  of  expert  consultants  from the
f i e lds  o f  compute r  sc ience , sociology,  public law, management science,
c i v i l  l i b e r t i e s  a n d  t a x a t i o n . Discussions were also held with a number
of other  knowledgeable people concerned with these issues. Documents,
r epor t s ,  and  o the r  r e l evan t  ma te r i a l s  were  rev iewed  pe r t a in ing  to  the
p r o p o s e d  T A S  t echno logy ,  to  the  cu r ren t  i s sues  bea r ing  On  the  e f fec t ive
admin i s t r a t ion  o f  the  t ax  l aws ,  and  to  p r inc ipa l  cu r ren t  conce rns  abou t
adequa te  p ro tec t ion  fo r  the  p r ivacy , due process,  property and other
c o n s t i t u t i o n a l  r i g h t s  o f  t a x p a y e r s  a s  c i t i z e n s .
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The charge of the panel was to advise OTA on how to proceed with
developing a response to the Committee’s  request  in l ight  of
quest ions which might  be raised about  possible need for  addit ional
safeguards when the system is  implemented.

The panel  discussed issues which might  be raised by the establishment
of TAS on the basis  of  the available information. They met with
Internal  Revenue Service officials  in charge of developing TAS.
Subsequently,  a  quest ionnaire was addressed to the IRS to acquire
add i t iona l  in fo rmat ion  and  c l a r i f i ca t ion  o f  f ac tua l  po in t s  deemed
necessary for making judgments as to what,  i f  any,  major issues
might  be presented by the system.

OTA reviewed the TAS proposal  in l ight  of  (1)  recent  heightened public
concern  fo r  the  p r ivacy  and  conf iden t i a l i ty  a f fo rded  pe r sona l  f inanc ia l
ac t iv i t i e s ,  (2 )  pe rce ived  th rea t s  f rom pas t  and  p resen t  p rob lems  in  the
operat ions and management of  s imilar  large computerized systems,
(3)  perceived threats  from past  abuses in IRS information pract ices and
due  p rocess  guaran tees , and  (4 )  the  cu r ren t  deba tes  over  the  p roper
s t a tu to ry ,  admin i s t r a t ive  and  t echn ica l  means  o f  r evea l ing  misuse  and
abuses  o f  in fo rmat ion  in  the  fu tu re  and  o f  l e s sen ing  the  chances  o f  the i r
reoccur rence .

The panel  has identif ied a number of  important  quest ions that  may be
raised about  the scope and applicat ion of  the proposed Tax Administrat ion
System, as described to Congress, and  abou t  the  oppor tun i t i e s  fo r  ove r -
s igh t  o f  the  sys tem as  i t  a f f ec t s  due  p rocess ,  p r ivacy ,  conf iden t i a l i ty
and  secur i ty . The quest ions are of  such a nature that  answers to them,
when  re la t ed  to  o the r  f ac t s  and  t r ends , would provide a basis  for  judgments
about  principal  advantages or  disadvantages of  the system and i ts  proposed
sa feguards . These  ques t ions  a re  d i scussed  in  th i s  r epor t  t o  the  Board .

Our  p re l imina ry  inves t iga t ion  o f  th i s  r eques t  sugges t s  tha t  be fo re  OTA
proceeds  fu r the r ,  hea r ings  address ing  these  ques t ions  be  he ld  be fo re  the
Ways and Means Committee Subcommittee on Oversight at an early date to
cons ide r  the  po ten t i a l  impac t  o f  the  in t e r r e l a t ionsh ip  o f  the  t echno logy ,
law and public  policy in this  major  governmental  information system.
Continued OTA part icipation wil l  be evaluated as the Committee proceeds
w i t h  i t s  d e l i b e r a t i o n s .

EMILIO Q. DADDARIO
D i r e c t o r

Enclosure

vi



OTA TAS ADVISORY PANEL

Professor Robert Boguslaw
Department of Sociology
Washington University

Dr. Alan F. Westin, LLB,
Chairman, TAS Advisory Panel
Professor of Public Law and Government
Graduate Faculty of Political Science
Columbia University

Dr. Ruth Davis, Director
Institute for Computer Sciences and

Technology
National Bureau of Standards
Department of Commerce

Mr. Mark Gitenstein
American Civil Liberties Union
Former Counsel, Senate Select

Committee on Intelligence Activities
Former Chief Counsel, Senate Constitutional

Rights Subconnnittee

Professor Jeffrey A. Meldman, LLB
Sloan School of Management
Massachusetts Institute of Technology
Member, Massachusetts Security and

Privacy Council

Mr. Don B. Parker, Senior Research
Analyst

Stanford Research Institute

Mr. William H. Smith, General Counsel
American Bankers Association
Former Assistant Commissioner
Internal Revenue Service

Dean David T. Link
The Law School, Notre Dame University
Member, Governor’s Commission on Privacy
Former Trial Attorney, Chief Counsel’s

Office, Internal Revenue Service

OTA TAS PROJECT STAFF

Project-Director: Marcia J. MacNaughton

Staff: Helen H. Savage, Ogechee L. Koffler

OTA Coordinator: Robert F. Daly

vii


