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FINANCING POLITICAL CAMPAIGNS

THURSDAY, AUGUST 18, 1966

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

The committee met, pursuant to notice, at 10:05 a.m., in room 2221,
New‘dS_enate Office Building, Senator Russell B. Long (chairman)
presiding.

MPresent: Senators Long, Anderson, Hartke, Williams, Curtis, and
orton. :

The CuairmaN. The committee will come to order.

This morning, we will have testimony on the proper methods of
financing political campaigns. On two prior occasions, this commit-
tee has initiated amendments to the Internal Revenue Code to dis-
allow deductions for certain indirect political contributions. I be-
lieve in both cases it was on the motion of the Senator from Delaware,
Senator Williams. This has made it continually more difficult for
political parties to raise funds that they need to organize and carry
out their campaigns.

Several methods of co¥ing with the problems of campaigning have
been suggested. Most of these deal with tax incentives or tax credits, .
or a combination of both, Another approach has been suggested which
would permit direct Federal payments to reimburse political parties
for their expenses related to electing a President. Today and to-
morrow, we will take testimony on all these approaches. Senator
Morton will testify for one plan; Senator Clark will testify for an-
other; Senator Cannon for another; and I will testify for a plan that
T have introduced myself.

If it would be agreeable to my ranking member, I would like to ask
. Senator Williams to act as chairman while I testif?v for my own plan.

Senator WiLLiams (presiding). Then, I will have the Treasury
Department testify for the Johnson-Williams plan.
S. 3496, Amendment 732 to H.R. 13103, S. 2008, S. 2965, and

S. 38014 follow:)
[S. 3498, 80th Cong., 24 sess.}

A BILL To authorize the appropriation of funds from the Treasury to help defray the
cdsts of presidential campaigns

Be it enacted by the Senate and House of Representatives of the United States
of America {n Oongress assembled, That this Act may be cited as the “Presidential

. Campaign Fund Act of 1966",
DEFINITIONS

Seo. 2. When used in this Act—

(a) The term “political party” means any political party which presents a
candidate for election as the President of the United States. ‘

(b) The term “presidential campaign” means the political campaign held every
fourth year for the election of presidential and vice-presidential electors.
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2 FINANCING POLITICAL CAMPAIGNS

(¢) The term ‘presidential election” means the electlon of presidentla
electors.
" (d) The term “administrator” means the Comptroller General of the United
tates.
ADVANCED PAYMENTS FROM UNITED STATES TREASURY

Seo. 3. (1) OA Septémber 1, Septexibor 18, Qctober1; nd; October 15 of the
presidential campaign year, the Secretary of the Treasury shall pay into the
treasury of any political party which has complied with the provisions of section
an amount (subject to the limitation in section 5(b)) equal to 20 percentum of
the amount computed under subsection (b}, . «, .. 4o -
(b) The amount reférred to in subsection® (a) for any political party shall be
computed as followg: - -
(1) multiply $1 times the popular vote cast in the preceding presidential
_election for the candidate of such party for the Presidency ;
, . (2) nmitiply. $1 times the popular vote cast in the preceding presidentia}
.- elet%tlpg for the candidate who:recelved the next to the highest number of
-votes: ' . R R
2 7(8) tdké the figure in paragraph (1) or (2), whichever i§ the 16wer, ‘and
snbtract $1,500,000. The resulting figure is the amount to which the 20 per
- centunt will be applied fot purposes of subsection (a).: ey

POST ELECTION PAYMENT FROM UNITED STATES TREASURY

Seo0. 4. On December 1 of the presidential election year, the Secretary of the
Treasyry shall pay into the treasury of any political party which has complied
with the provisions of section § an amount (subject to the limitation in section
(5)) computed as follows: . ) :

(1) multiply $1 times the popular vote cast for its presidential candidate
in the presidential election; . = = - . e
(2) multiply $1 times one-half if the total popular vote cast for all
_ presidential candidates in the presidéntial election; i
(8) take the figure reached in paragraph (1) or (2), whichever is the
lower, and subtract the sum of $1,500,000 plus amounts previously received as
advance payments from the Secretary 6f the Treasury under section 3.

' CERTIFICATIONS BY TREASURER OF POLITICAL PARTY

8Ec. §. ' (a) ' No payment shall be made under this Act into the treasury of a
politieal party unless the treasurer of the party has certified the total amount
spent or incurred (prior to the date of the certification) in carrying on the presi-
dential campaign, and has furnished such other information as may be réquested
by the administrator. . : : ’ : : ‘

{b) No amount shall be paid under section 3 or 4 to the treasury of a political
party in an amount which, when added to previous payments made out of the
Treasury to such political party, exceed the amount spent or incurred by the
party in carrying on the presidential campaign. .

(¢) The administrator shall certify to the Secretary of the Treasury the
amounts payable to any party under sections 3 and 4 of this Act. . The adminis-
trator’s determination as to the popular vote received by any .candidate shall be
final and not subject to review.

CREATION OF ADVISORY BOARD

‘SEc. 6, There is hereby created an advisory board to be known, as the, Presi-
dential Campaign Fund Board: to counsel and assist the administrator in the
performance of the duttes imposed upon him under this Act. The Board shall
be composed of two members designated by each political party whose candi-
date for the presidendy receivéd a popular vote of more than ten million at
the last presidential election, and three additional members-selected by the
political party representatives upon the concurrence of the majority thereof.
The term of the first members of the Board shall expire on the sixtieth day after
the date.of the first presidential election following the date of. thé enactment of
this Act ‘and thée term of subsequent members_of. the Board shall begin on the
sixty-first- day after the.date of a presidential election gnd.expire on the six-
tieth day.following the date of the subsequent presideqtlai,.elep_tion,ﬁ .The Board
shall select a Chalrman from avong its members, Members of the Board, while
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FINANCING' POLATICAL CAMPAIGNS 3

attending meetinge or' conferences of" “the Boa:g'l shall’ be entitled to receive
comipensation ‘at tho rate’ of $|85 per ‘dlem, inéluding travel time, and while
dway from théir homes or r ¥ places 'of business they may be allowed trivel
genses, inel gding per die “inf Heu of° subsistence, a8 aythorized by secttort
12 of ‘title § of ‘the United States Code, for pereons in the Gov ernnient service
eint)ioyed interiniften ly. : . _ . ,

& Toanit e s s ‘1 Arraorﬂl,u&?vs }&n‘nomzﬁn . .
80,7, Thete are hereby authorized. to be appropriated such sums as may be
nec;?saAryt'and ;appropriate:for-. theldarrvgng'oiittof the provisions and purposee
of this Ac RES BRI el

i

o .

AME\'DMENT No. 732
[HR 13103 89th Cong 2d sess] o ey
AMENDMENT Intended to'be pr0posed by Mr er.uus ‘of Delaware to H R,
. 13103, a ‘i Act to-amend the Internal Revenue Code of 1954 to provide equitable
. tax t,rea ment: for foreifn nvestment. in the . Unlted States, vlz At the end
;-of. i;i;e blil'add the followf{ng new seetfon: ... , . .

SEG B3V DEDUCTION OF POLITICAL CONTRIBUTIONS. ! a

(a) Part VII of subchapter B of chapter 1 of thé Internal Revenue Code of
1954 (relating to additional itémizéd “deductions for individuals) is amended
by redesignating section 218 as 219, and by insertiug after- section 217 the foi-
lowing new, section: PR o

“SEC. 218, POLITICAL CONTRIBUTIONS. T e, T ' :
{%(a) - ALLOWANCE OF DEpUUTION.-—In the case-of an’ individuai {here shail be
allowed as a deduction an amount equal o so much of the polltical contributidng
as does not exceed $100, payment of which is made by the taxpayer within the
taxable year, but only if, at the'timé theé deduction Is claimed, the committee or
individual who received the comtribution has‘complied with’ all: provisions of
Federal, State,.or local law which require the reporting of the receipt o6f such
contribution. In the case of a joint return of a husbdand and wife under seétion
6013 thé deductions shall not exceed :$100, anid in the éase of'a sepamte return
by o married individual the dedction shhll not exceed $50.

"“(b) VERIFICATION.—The deductior'inder subsection (a) shall’ be dlloived,
with respect to any political ‘contributlion, only if such political contribittion ie
aexiiﬁed in such manner as the Secretary or his delegate shall’ prescribe by’ regu-

tions,: ;. "

““(¢) DEFINITION OF Por,rrron. Con'rammrow —For purposes of this sectic’m the
term ‘political ¢ontribution’ means & contribution or 'donation of money to—

“(1) an individual who'is a candidate for any Federal, State, or local
-elective public office in any general, 'special; or primary. eleetion; or-in-any
convention of a political party described in paragraph (2) ‘for use by such
individual to further hig candidacy; ori® -

s oo %(2) dny National, State,tor: locai committee of'a poiiticai p'u‘tv which
had a candidate for the Presidency at the last election of presidential
~electors, or has a candidate for:the Prestdency if there is'an election of
presidential electors during the current ‘taxable year, and siich ¢andidate

- - recélved-or receives, as the 'case may be; more-than 10 percent of the popular
* vote-cast in such election, if-such committee:aceépts contributions or makes
expenditures for the purpose of influencing or attempting to influence the

oy rzcil)ectmn, nomination, or.election -of -any- candidnte ‘described’ in paragraph

“(d) ‘CROSS REFERENCE.— * + -« o 7 wlien 0 AL '

W iy ' oh 2‘%‘!? disailowance of deduction to estates and tmsts, -Hee section

(b) '.l‘he table of sections for such part VII is amended by striking out the
lasi: item and inserting in.lfeu thereof the foliowing 1 : o )
et tage, 218, Politteal conthibblons ™ T P ’. PR
9.'?% :1"'Sec! 219, Cross references.”’ WS T

(c) Section 62 of such Code* (feiating o’ ’f{eii'nitioh of ad}usbéd &1dss Income)
is amended by inserting after paragraph (8) the following paragraph:

“(9) PoriTioAL cONTRIBUTIONS.—The deduction allowed by section 218.”
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. (d) Section 276(a) of such Code (relating to certain indirect contribytions
to political parties) is amended by striking out “No deduction otherwise allow-
able under this chapter” and inserting in lleu thereof “Except as provided in
geotion 218, no deduction otherwise allowable under this chapter.” ]

(e) Section 642 of such Code (relating to special rules for credits and dedne
tions for estates and trusts) is amended by redesignating subsection (1) as (j),
and by inserting after subsection (h) the following new subsection:

“(1) PoriTI0AL CONTRIBUTIONS,—AN estate or trust shall not be allowed the
deduction for political contributions provided by section 218.”

(f) The amendments made by this section shall apply to taxable years end.
ing after December 81, 1966, but only with respect to political contributions
payment of which is made after such date. A i}

[8. 2008, 89th Cong., 1st sess.]

A BILL To amerd the Internal Revenue Code of 1954 to allow a deduction or credit
. against tax for contributions to National and State political committees - .

Be it enacted by the Senate and House of Representatives of the United States
of America in Oongress assembled, That (a) subpart A of part IV of subchéapter
A of chapter 1 of the Internal Revenue Code of 1954 (relating to credits against
tax) is amended by renumbering section 89 as 40, and be inserting after section
88 the following new section:

“SEC. 39, CONTRIBUTIONS TO NATIONAL AND STATE POLIl’l‘ICAL
COMMITTEES.

“(a) GENERAL RuLE.—In the case of an individual, there shall be allowed, as
a credit against the tax imposed by this chapter for the taxable year, an amount
equal to one-half of the political contributions (as defined in subsection (¢))
payment of which is made by the taxpayer within the taxable year,

“(b) LIMITATIONS.—

(1) AmounT.—The credit allowed by subsection (a) shall not exceed
$10 for any taxable year, except that in the case of 2 husband and wife who
file a joint return under section 6018 for the taxable year, the credit shall
not exceed an aggregate of $20,

“(2) APPLIOCATION WITH OTHER CREDITS.—The credit allowed by subsection
(a) shall not exceed the amount of the tax imposed by this chapter for the
taxable year reduced by the sum of the credits allowable under section 33
relating to forelgn tax credit), section 84 (relating to credit for dividends
received by individuals), section 35 (relating to partially tax-exempt inter-
est), section 87 (relating to retirement income), and section 38 (relating
to investment in certain depreciable property).

“(3) VeERIF10ATION.—The credit allowed by subsection (a) shall be allowed,
with respect to any political contribution, only if such political contribution
18 verifled in such manner as the Secretary or his delegate shall prescribe
by regulations.

' (¢) DeFINITIONS.—FOTr purposes of this section and section 217—

(1) POLITIOAL OONTRIBUTION.—The term ‘political contribution’ means a
contribution or gift to—

‘“(A) the national committee (not to exceed one for each party) of a
qualified political party ; or

“(B) a State political committee (not to exceed one for each party
in each State) designated by such a national committee of a qualified
political party.

"(2) QUALIFIED POLITICAL. PARTY.—The term ‘qualified political party’
means— ’

“(A) in the case of contributions made during the taxable year of the
taxpayer in which the electors of President and Vice President are
chosen, a political party presenting candidates or electors for such offices
on the official election ballot of 10 or more States, or

“(B) in the case of contributions made during any other taxable
year of the taxpayer, & political party which met the qualifications
described In subparagraph (A) of this paragraph in the last preceding
election of a President and Vice President.
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“(8) STATB.~—The term ‘State’ includes “‘the Commonwealth of Puerto
(lg{:o. z‘\;lly berrltory or posseeslon -of the United Stabes, and the District of
um a' R N
“(d) ErLeorIoN To 'l‘um Dznuorx m L1y oF Cmmrr -—This section shall not
"apply in the case of ahy tatpayer o, Tor ‘thé taxablé year, elects to take the
‘deduction provided by section 217 (reia:tlng ‘to’ dedudtion for contributions to
National and State political committeés), Such election shall be made in such
‘manner and at such time as the Sécretary or his delegate shall prescribe by
regulations,
“(e) Cro88 REFERENCE.—
A -M;?tsx'(‘sllsallowance of credit to estates and trusts, see section
a >
(b) '.l‘he table of sections for such subpart Als amended by striking out
“‘Sec, 89, Overpayments of tax.”
and inserting in lieu thereof
: + %8ec. 89. Contributions to Natlonal and State political committees.
. '8¢e. 40. Overpayments of tax.”
© (e) Section 642(a) of the Internal Revenue Code of 1954 (relating to credits
agaiﬁst tax for estates and trusts) is amended by adding at the end thereof the
-following new paragraph ¢
“(4) POLITIOAL CONTRIBUTIONS.-—AN estate or trust shall not be allowed
~ the credit against tax for political contributions to National and State
- -political committees provided by section 39.”
o SEQ, 2. (a) Part VII of subchapter B of chapter 1 of the Internal Revenue
Code of 1954 (relating to additional itemized deductions for individuals) is
eamended by renumbering section 217 as 218 and by inserting after section 216
:the following new section:

“SEC. 217. CONTRIBUTIONS TO NATIONAL AND STATE POLITICAL

} COMMITTEES.

“(a) ALLOWANOCE oF DEbuoTION.—In the case of an individual, there shall be
allowed as a deduction auny political contribution (as defined in section 39)
payment of which is made by the taxpayer within the taxable year.

“(b) LIMITATIONS.-—

“(1) AMOoUNT.—The deduction under subsection (a) shall not exceed
$500 for any taxable year.

“(2) VERIFI0ATION.—The deduction under subsection (a) shall be allowed,
with respect to any political contribution, only if such political contribution
is verified in such manner as the Secretary or his delegate shall prescribe
by regulations.

“(c¢) ErEoTION To0 TAKE CREDIT IN LIEU OF DEDUOTION.—This section shall
not apply In the case of any taxpayer who, for the taxable year, elects to take
the credit against tax provided by section 89 (relating to credit against tax for
contributions to National and State political connmittees). Such election shalt
be made in such manner and at such time as the Secretary or his delegate shall
prescribe by regulations.

‘“(d) Cross REFERENCE.—

‘ 64‘2‘1(3‘81' disallowance of deduction to estates and trusts, see section
{(b) The table of sections to such part V1I is amended by striking out
“Sec. 217. Cross references."

and inserting in lleu thereof
“See. 217. Contributions to Natlonal and State political committees.
“Sec. 218, Cross references.”

(¢) Section 842 of thHe Internal Revenue Code of 1954 (relating to special
rules for credits and deductions for estates and trusts) is amended by redesignat-
ing subsection (1) as subsection (§j), and by inserting after subsection (h) the
following new subsection :

“{1) PorLiTIcAL CONTRIBUTIONS.—AN estate or trust shall not be allowed the
deduction for contributions to National and State political committees provided
in section 217.”

SEQ. 8. The amendments made by this Act shall apply only to taxable years
beginning after December 81, 1963, and before January 1, 1970, and only with
rﬁlspict to contributions or gifts made on or after the date of the enactment of
this Act.

67-678—88—2
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o ety [s- 2936.39“! 00]18-,.3‘1"@35:‘] [ S (}:}. -

A BILL To amend the Intérnal:ReveAue Code of'1854 foallow an fncome tax oredit or
deduction for certain political contributions made by individyals Lo
Yo e el YT e T e e PASER g SR

. Be it enacted b ythe Senate and Hoga'q of‘Re)p}:esegua_lim of 'thg Un}l_%'i Stages

of. America in Congress.assembled, That (8) subpart A*of part 1V, of ‘subchaptér
A of chapter 1 of the Internal Revenue Code of 1954 (relating to credifs agaiust
-tax) is amended by renumbering section 40 as 41, and by inserting after seciion'3s
the following new section: =~ = - ¢ o e .

“QEC. 40, POLITI.C{\L COI:X'I}RIBUT_IQNS. . - Tt (e
- ¥(a) GENERAL RULE—In thé cage of an individual, there shall be allowed, as a
credit against the tax imposed by this chapter for the taxable year, an amount
equal to 70 percent of 50 much' of the political contributions as does not exceed
$25, payment of which is made by the taxpayer within the taxable year.
“(b) LIMITATIONS.— . I
“(1) APPLIOATION WITH OTHER CREDITS.—The credit allowed by subsection
(a) shall not exceed the amount of the tax imposed by this-chapter for the
taxable year reduced by the sum of the credits allowable under section 33
(relating to foreign tax:credit), section 35 (relating to partially tax-exempt
interest), section 37 (relating to retirement income),-and section 38 (relating
to investment in certain depreciable property). . - o
. - "(2). VerIrICATION.—The credit allowed by subsection (a) shall be allowed,
with respect to any political contribution, only if such political contribution is
-verified in such manner as the decretary or his delegate shall prescribe by
regulations. - .- S : L e
‘“¢c) DEFINITIONS.—For purposes of this gection and section218—.. : . ..
(1) POLITICAL CONTRIBUTION.—The term ‘political -contribution’ means a
contribution or gift to— . e s .
*(A) the natfonal- comnnmittee of 4 quulified political party; - - -
“(B) the State committee of a qualified political party as designated
by the national committee of such party; - oL e,
“(0) a local committee of a qualified. political party as designated by
the State political committee of such party ; or S ‘ i,
“(D) an individual who is an eandidate for elective. public office in
any-general, spacial, or primary electlon in any State, or-in any national,
State, or local convention of a qualified political party, for use by such
individual to further his candidacy for such elective public office.
“(2) QUALIFIED POLITICAL PARTY.—The term ‘qualified political - party’
means— - R . : .

“(A) In the case of contributions made during the taxable year of
the taxpayer in which the electors of- President-and Vice President are
chosen, a political party presenting candidates or electors for such offices
on the official election ballot of 10 or more States, or .

*(B) in the case of contributions made during any other taxable year
of the taxpayer, a political party which met the qualifications described
in subparagraph (A) of this paragraph in the last preceding election ofa
President and Vice President, . e

“(3) STATE—Tho term ‘State’ includes the District of Columbia, the
“ommonwealth of Puertuv Rico, ahd the possessions of the United States.

*(d) Cross REFERENCES.-— . . ) .

“(1) For allowance of dediiéticn for certain’ political contributions,
see section 218, - o

64‘2‘(23(5‘)0;’ disallowance of credit to esiates and trusts, see, section
(b) The table of sections for such &ubpart’A: is'amended by striking out the
last item and inserting in lieu thereof the following: -

© “Sec. 40. Polltlcal contributlons, .
“Sec. 41. Overpayments of tax.” - :

(¢) Section 642(a) of the Internal Revénue Code of 1934 (relating to credits
against tax for estates and trusts) is amended by adding at the end thereof the
following new paragraph : . . )

(4) POLITICAL CONTRIBUTIONS.—An é$tdte or trust shall.not be allowed

-the -credit against tax for political - contributions provided by section 40.”

- SEC. 2. (a) Part VII of subchapter B of chapter 1 of the Internal Revenue
- Code of 1954 (relating to .additional ;temizgd deductions for individuals) {s

BEST AVAILABLE COPY Lo s
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FINANCING POLITICAL CAMPAIGNS 7

smended by renumbering section 218 as 219, and by inserting after section 217
the following new s¢.tion:

“8EC. 218, POLITICAL CONTRIBUTIONS. . C

“(a) ALLOWANCE OF DEDUOTION.—In the case of an indivldual there shall be
gllowed as a deduction an amount equal to so much of the politlcal ‘contribution
a8 exceeds $25 but does not exceed $100, payment of which is made by the tax-
payer within the taxable year,

“(b) VEerrrrcaTioN.—The deduction under subsection a) shall be allowed,
with respect to any political contribution, only if such political contribution is
verified in such manner as the Secretary or his delegate shall préscribe by
regulations,

“(c) . PoriTIcAL CONTRIBUTION DEFINED.—For purposes of this section, the term
'political contribution’ has the meaning assigned to it by section 40(c)

#(d) CROSS REFERENCES.—

“(1) For allowance of credit against tax for certain political con-
tributions, see section 40.
64; 2)) For disallowance of deductwn to estates and trusts, see section

(b) The table of sections for such part VII is amended by striking out the last
item arnd inserting in lieu thereof the following:

“Sec, 218. Political contributions.
‘See. 219, Cross references.”

(c) Section 642 of the Internal Revenue Code of 1954 (relating to special rules
for credits and deductions for estates and trusts) is amended by redeésignating
subsection (1) as (j), and by inserting after subsection (h) the following new
subsection :

“(1) PorivicArL CONTRIBUTIONS.—AnN estate or trust shall not be allowed the
deduction for political contributions provided by section 218.”

SEo. 8. The amendments made by this Act shall apply to taxable years ending
after the date of the enactment of this Act but only with respect to political
contributions payment of which is made after such date.

[S. 8014, 89th Cong., 2d sess.]

‘A BILL To amend the Internal Revenue Code of 1954 to allow an income tax credit for
cgngibutlons made by individuals to the National and State committees of political
parties

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That (a) subpart A of part 1V of subchapter
A of chapter 1 of the Internal Revenue Code of 1954 (relating to credits against
tax) is amended by renumbering section 40 as 41, and by inserting after section
39 the following new section:
“SEC. 40, CONTRIBUTIONS TO NATIONAL AND STATE COMMITTEES OF
" POLITICAL PARTIES.

“(a) GENERAL RULE—In the case of an individual, there shall be allowed,
as a credit against the tax in:iposed by this chapter for the taxable year, an
amount equal to one-half of so much of the political contributions as does not
exceed $200, payment of which. is made by the taxpayer within the taxable year.

“(b) LIMITATIONS.—

“(1) APPLICATION WITH OTHER CRFDITS.—The credit allowed by subsection
(a) shall not exceed the amount of the tax imposed by this chapter for the
taxable ‘year reduced by the sum of the credits allowable under section 33
(relating to foreign tax credit), section 35 (relating to partially tax-exempt
interest), sectlon 37 (relating to retirement income), and section 38 (relat-
ing to investment in certain depreciable property).

- #(2) VerrrrcatroN.—The credit allowed by subsection (a) shall be allowed,
with respect to any political contribution, only if such political contribution

- 1s verified in such manner as the Secretary or his delegate shall preseribe by

regulations.

“(¢) DeriNITIONS.—FoOr purposes of this section—

‘(1) POLITIOAL CONTRIBUTION.—The term ‘political contribution’ means
a contribution or gift to—

“(A) the National committee of a qualified political party, or
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“(B) the State committee of a qualified political party as designated
by the National committee of such party. : '
“(2) QUALIFIED POLITICAL PARTY.—The term ‘qualified. political . party’
© means—- ‘

“(A) In the case of contributions made during the taxable year of the
taxpayer in which the electors of President apd Viece President are
chosen, a political party presenting candldates or electors for such of-

. fices on the official election ballot of 10 or more States, or .

“(B) in the case of contributions made during any other taxable
year of the taxpayer, a political party which met the qualifications
described in subparagraph (A) of this paragraph in the last preceding
election of a President and Vice President. ,

“(3) SraTE.—The term ‘State’ includes the District of Columbia, the
Commonwealth of Puerto Rico, and the possessions of the United States.
. “(d). Oross REFERENCE.— o .
“For disallowance of credit to estates and trusts, see section

642(a)(4).”

{b) The table of sections for such subpart A is amended by striking out the

last item and inserting in lieu thereof the following: .

“Sec. 40, Contributions to National and State committees of polltical partles.
“Sec. 41. Overpayments of tax.”

(c) Section 642(a) of the Internal Revenue Code of 1954 (relating to credits
against tax for estates and trusts) is amended by adding at the end thereof the
following new paragraph:

. “(4) POLITICAL CONTRIBUTIONS.—ANn estate or trust shall not be allowed

the credit against tax for political contributions provided by section 40."

Seo. 2. The amendments made by this Act shall apply to taxable years ending
after the date of the enactment of this Act but only with respect to political con-
tributions payment of which is made after such date.

STATEMENRT OF HON. RUSSELL B. LONG, A U.S. SENATOR FROM THE
STATE OF LOUISIANA

Senator Lona. This morning, we come to grips with one of the most
fundamental, but often overlooked, issues of the day. “How to pay
the price of politics” is an issue which concerns this committee, this
Congress, this Government, and every citizen in this land of ours,
It is an issue which underlies the very structure of a free and demo-
cratic society. The question must be answered satisfactorily, if we are
to maintain a healthy democracy.

A number of answers to this question have been suggested. Several
of these have been introduced in the form of Senate bills and referred
to this committee. Most of these bills suggest the answer is to be
found in tax gimmicks which it is hoped will induce many, otherwise
reluctant, voters to contribute to the party or candidate of their choice.
In other words, it is hoped that by providing either a tax credit or a tax
deduction, or a combination of both, enough average persons will make
enough small contributions so that the parties and candidates will no
longer have to rely so heavily upon the large contributors.

The only bill under consideration today that takes a different ap-
roach is S. 3496, which I introduced in the Senate on June 15.

t is now cosponsored by Senator Nelson and Senator Douglas. It
authorizes direct appropriation of funds from the Treasury to help
defray the cost of campaigns.

Because I wanted the Finance Committee to consider an alternative
means of financing political campaigns when it took up the tax incen-
tive bills, I asked unanimous consent of the Senate that S. 3496 be
referred to the Finance Committee, so it could be considered by the
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same committee, and, because I feel so strongly that the Government
should help maintain a viable democracy by defraying part of the
costs of running for high office, I have temporarily stepped aside from
residing over these hearings in order. to testify before the Finance
Eommii(iitee on my proposal, S. 3496, and I have asked Senator Williams
topreside. :
- It has always been my feeling that most of the evils in our fre: elec-
tion system of government are there because the elections are not truly
“free.” Certainly an individual cannot run for office “for free” and
make any sort of a showing. It takes money to run for political office,
and, as with everything else, it takes money all the time..

This Nation began with only rich men running for'go]itical office
and though the necessity of being rich to run for office declined for a
while, the cycle now seems to be completing itself, for once again it is
becoming practicable only for the rich to seek higil elective office. To
one seeking office, the only alternative to personal wealth is to have
others with a great deal of money foot the campaign bills. And that
is where again, it is ironic to use the word “free” in connection with
our elections. The man who must hustle large sums of money to run
for high office once he is elected, is not always “free” to vote his own.
conscience. He owes certain obligations to those who put up the
monsy. - While such an arran§ement may be just fine with those who
put up-the money and who call the tune, 1t may often result in actions
contrary to the interest of the public at large.

To cure this evil, it is necessary that & method of financing presi-
dential campaigns be devised in which everyone in this country, or
at least everyone who has taken the trouble to vote, can exercise the
same amount of influence. If we really believe that the President
should represent all the Feople and represent them equally, if we truly
believe in the concept of “one man, one vote,” then we must cast out
the present system of financing political campaigns through large con-
tributions from only a relatively few rich people. We must seek a
method whereby everyone shares equally in the cost of political cam--
Eﬁigns. And that can only be done by means of direct Government

ancing. Tothatend, I recommend my bill,S. 3496.

Under my proposal, a gerson by voting for a candidate for the
Presidency of the United States would, in effect, authorize the Secre-
tary of the Treasury to pay an amount, not to exceed $1, toward the
expenses of that candidate’s campaign. ,

My plan would provide for periodic advances of funds over a 2-
month period prior to the general election of a President so that the
residential candidates of the major parties would have the necessary

nds to bring their campaign messages to the people. These ad-
vances would be based on the number of votes cast in the last presiden-
tial campaign.

Each payment would be determined thusly: The Comptroller Gen-
eral of the United States would take the second highest vote total
received by a presidential candidate in the last presidential election;:
he would deduct 1.500,000 from it and assign a value of $1 for each
remaining vote. He would then pay 80 percent of this total to each of
the parties in four equal installments. This means that in a two-party
race, each presidential candidate would have the same amount of
sdvance funds available from the Government. This plan would not
encourage splinter parties since a presidential cindidate would have
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to receive 1,500,000 votes before he would be entitled to any reimburse.
ment for campaign expenses, ‘

On the other hand, if a third party did become necessary and it
made sufficient headway so that it was receiving more than 1,500,000
voies, then, of course, my plan would help that party obtain honest
financing also. , : ‘
~ After the election, a final accounting of the presidential ¢andidates’
campaign expenditures would be made. The amount of this post-
election payment would be determined by referen¢e to the current
election. It would involve a payment to the political party equal to
the lesser of : ' o
{ lg $1 for each vote cast for the party’s candidate, or

2) $1 times one-half of the total popular vote cast for all can-
didatés in the presidential election, minus $1,500,000 and minus
the amount already advanced in the preelection period. -

" Under these Tules a new party would be unable to get a preelection
advance, but if it made a good showing in the current election it would
receive a post-election payment on the same basis as a major party.
On the other hand, a Party‘ which made a good showing at the prior
-election but which failed to receive enough votes in the current elec-
tion to justify its preelection advances would not be required to return
the money tp'the"f:x’easury it had spent on the campaign. ‘This-would
prevent my plan from penalizing a badly beaten political party.

.The proposal would also insure that the campaign expenses would
be properly accounted for and certified prior to reimbursement by the
Government. The Comptroller General would serve as administrator
to insure that payments were limited to actual campaign expénditures
certified by the political parties. Further, a board, to be known as
the Presidential Campaign Fund Board, composed of members desig-
nated by the major parties, would be created to assist and make recom-
mendations regarding the functioning of the program. .

* I have prepared some charts which indicate the amounts that, would
have been available if 'S, 3496 had been the law in the presidential
campaigns of 1956, 1960, and 1964. The charts also show how much
advance payment could be made in 1968. _

(The information referred to follows:)

- BExumIT I

SOREDULES REFLECTING AMOUNTS OF FEDERAL FINANCING WHICH WouLbp HATE
BEEN AVAILABLE TO MAJOR POLITICAL CANDIDATES DURING THE PRESIDENTLAL
CAMPAIGNS oF 1956, 1900, AND 1964, AND WHICH WOULD BE AVAILABLE FOR THE

- PRESIDENTIAL CAMPAIGN OF 1968 UNDER THE PRoOvVISIONS OF S, 3496

Under the Long plan of vote contribution (8. 3496), pre-election, periodic
advances would be provided commencing September 1 in an election year. The
total amount of these advances would be limited to 80 percent of the sum result-
ing from either: (a) $1 for each vote cast for the party’s candidate in the last
election, less $1,500,000; or (b) 81 for each vote cast for the candidate whose
party received the next to the highest number of votes in the last election, less
$1,500,000, whichever of the two sums is smaller.

A post-election payment would also be provided, calculated on the basls of the
popular vote cast in the current election and limited to the sum resulting frem:
(a) $1 for each vote cast for the party’s candidate, less $1,500,000; or (b) $1
for one-half of the total votes cast in the election, less $1,500,000, whichever of
‘the two sums 18 smaller, minus pre-advanced funds already received. :

There follows schedules reflectlng the amount of campaign funds for the desig-
nated Presidential elections computed on the basis of the foregoing provisions

-of the Long Plan.
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‘ o Presidential campaign, 1956
- ) Stevenson | Eisenhower
(Democrat) | (Republican)
L Advance funds:
$5,162,008.40 | ; $5,162,9%8. 40
5, 162,998, 40 5, 162,998, 40
&, 162, 998, 40 5,162,098, 40
, 162,998.40 § - §.162,998.40
20,651,993.60 §- 20, 651,993.60
3,870,758. 40 8,861.450. 40
:. Tot&l Federa!ﬂnanci for candidates......-.-....... .... 2 752.00 | - 20, 513,444.00
| L-’ Federal fi nsputy ............. 453, 64,0361196.00 5
. . L. . TR !
o ' Prestdential campaign, 1960 :
SRR IS ) AT
Lot ) ot . Kenned . Nigon ..
T CARITRREL S B (nemow{'t) (Rep\%ﬂlm) ,
4’ J_.Lu-' e Atatr s [T . R 3 BUSLE IO E TSI
LAdvancatundr - 1 KX " St gy i,
.{a) 8ept, loueoqqqoncnes emeesecns . . 450,40 .
%b b b | "*&tmﬁg ,{-%&{{4 @
(3 . o _"%ﬁ 9
(o &
. 19 617 3%,60 19 7;80‘}60
© S46ta) Federal ﬁnanclng for party candidates... 32 7‘zé 731.00 As'z 2 608, 15&00
1 4. - Total Fed eralﬁn wcan ............ 65, 834, 839,
ot -*_ii" Presidential bampalg», 1964
-Johnson * | Goldwater
. . . (Democrat) | (Republican)
1. Ad an nds: .. . :
o O S se.coi,e01.40 | 80,5, c01. 40
bi BePt. 18, .o ceeiceianenieae e ce et can o maanmaaeaneannn .| 6,521,631.40 0,521,53: 40
Oct. l..., ..................................................... 8.521 631.40 6,521,631.40
() 2K 025 755 T T AN R PPN § 6, 621, 631. 40 6, 521,631. 40
X 1) N PP 26, 088, 525.60 28 088, 528.60
3. Post eleetlon paymmt' Dee. N romenan teccscracsconcance 7.7&5,m4o ( )
3 Total Federal financing for party candidates.................... 33 822, 255 004 26.(36.525.60
L Total Federal Anancing. coceeereoeicanesmtaeancsencannnenen. ‘780.60
1 No postelection paymént due. Tt
Presidential campaign, 1968
Democtrat Republican
1 Advanee tunds: s .
a) Sept. ). iccciencnnnn.. Geececceesccetoceas sacesscanaes eecccccae $5, 135, 637. 8| $5, 135,637.60
§h; Sept. 15....-. erecaanan Jeree e eeetaencimamneaeaeamneeamaaanan 5,135,637.00 | . 5,185 637.60
[07.] 255 VA peescscsssses sscmcccocesscncmecee 5, 135,637.60 8, 135,637. 60
(d) Oet.18........... bl foomamie peememareceareaena——n 5,135,637.60 | 5,135,637, 60
Total. . e dercedilematictcncraccnarccsacansecasncans 20, 542, 550. 40 20, 542, 650. 40
! Postelectlon payment Do, T o o
3 Total Federal ﬁnancmg for pmy emdlda:es ............... cenee m 1
L5 Total Federal inancmg. .o oceceemcenrancincccaiciaiannene.. (;) @

i Dependent upon total popular vote cast in 1968 prestdential election,
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Senator Lona. For brévity’s sake, I will round off the amounts to
the nearest million. - - . _
In tho 1956 presidential campaign, postelection payments to the
Democrats woullzl have been $4 million and to the Republicans, $9 mil-
lion. Of course, each party would have had the same amount of ad-
vance funds of approximately $21 million. Therefore, the total re-
imbursements in the 1956 presidential campaign for the Stevenson-
Kefauver Democratic ticket would have been $25 million and- for the
Eisenhower-Nixon Republican ticket, $30 million. o
In the 1960 presidential campaign, the Democrats and the Republi-
cans would.each have received about $33 million, in view of the fact
that the vote was very close. e .

In 1964 the payments have been: Democrats, $34 million; Republi-
cans, $26 million. - o '

As far a3 1968 goes, we can tell how much money would have to be
ii:enx to the Democrats and Republicans in advance based on the

publican votes in the 1964 election. That advance sum would be
approximate(lf' $21 million. Of course, the postelection payment
would depend on the number of votes actually cast for the Dentiocratic
and Republican caudidates in 1968. . SN

In any event, based on prior presidential elections, it would seem
that the cost of my vote contribution plan in 1968 would be between
$50 and $75 million. Before the cry of fiscal irresponsibility is.made,
let me hasten to say that it is estimated that the $100 tax deduction

roposal would cost $50 million in revenue in a presidential year and
§100 million over a 4-year period. It would be anywhere from $25
to.$50 million more expensive than the Long plan. Furthermore, such
a plan would not remove the kind of undesirable influence that creeps
into government as a result of campaign contributions. The plan
which I am advocating at least would rémove it from the executive
branch. Besides this difference in cost, there are other advantages to
the vote contribution Eroposal of S.3496. ;

It would be possible for a third. party to emerge and to obtain
assistance without becoming the financial captive of any group, once
it has attracted sufficient support to be regarded as a serious factor
in American political life. Lo ,

Although there is no attempt in this bill to prevent outside assistance
or other financial support to a candidate, no presidential candidate
of any major party, once nominated, would find himself in the posi-
tion of having to accept aid from'any vested interest or any association
of economic interests which forced him, as a candidate, to make com-
mitments which did not entirely measure up to his own deep con-
victions. ’

A candidate.would be in a position, if he desired, to decline any and
all financial contributions. He would still have adequate financing
available with which to present his case to the American people.

The plan I propose would also tend to solve the equal time problem
that has confronted television stations when they sought to offer can-
didates an equal opportunity to be heard, only to find themselves con-
fronied with the necessity of bringing a roomful of eccentrics into &
stiidio to share the camera equally with the two or three major can-
didates who had n real chance of being elected. Under my plan the
candidates of both major parties would be well able to pay for their
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television time, and they could join in debates with whomsoever they
wished, in whatever fashion they could agree upon.

Let’s examine some of the criticisms that have been made of my
roposal. It is said that my proposal does not do an!thmg about

Eﬂancing the campaigns of anyone other than the President. Yet, if
this proposal would preclude the necessity of contributing to presiden-
tial campaigns, a substantial amount of money would be released which
could be devoted to congressional campaigns.

The Long plan woulf not finance candidates in State or local elections
nor is there any reason that the Federal Government should. If a
State cares to pattern the financing of its Governor’s race after the

roposal I have made, it may certainly do so, but this should be &«
Heclsion resting with the State government and freely made without
pressure or cvercion from Washington. Obviously, my plan could not
eliminate all improper influence on the Federal Government but it will
achieve a lot more nlontg this line than any other proposal that I have
heard. For example, for a bill to become law, it has to be signed by
the President. For most major legislation to be passed, it must be
in general accord with the policies of the President and the Bureau of
the Budget.

I do not want to say that a proggsal along the lines I am detailin%
here today should not eventually be extended to cover other politica
contests. What I am saying, is that we should try it first in the race
which affects all of the people in this country and, if it works, as I
am sure it will, we can. then think about extending it to other Federal
elective offices and, perhaps, recommending it for the consideration of
State and local governments.

Perhaps, the loudest attack which will be mounted against my pro-
osal wilﬁ)e that Federal funds mean Federal control. This is a red
erring because the only control the Government will exercise is to see

that the expenses being reimbursed were uctually incurred. And, this
is far more desirable than seeing the presidential purse strings con-
trolled by certain special interests, who are responsive only to their
own selfish ends and who care not a whit about the public.

As for the Lon% plan helping the incumbent party to stay in office
itisjust notso. Theadvance payments tothe incumbent’s party would
be based on the number of votes cast for the second highest candidate,
the losing candidate in the preceding presidential election. The party
in power would likewise have no control on the postelection payment,
for that would be calculated on the number of votes actually cast in
that election. The postelection payment is determined not by the party
in power, but by the votersin that election.

inally, this plan may be criticized as being unproven. It is true
that such a plan has never been enacted at the Federal level, but such
plans have long been proposed and when tried have worked quite suc-
cessfully. As long ago as 1907 President Theodore Roosevelt pro-
posed a Government subsidy somewhat along thisline.

In 1937, a Senate committee Fublished a report suggesting that
private contributions to political campaigns be prohibited entirely
;md dtshat instead all election expenses should be defrayed from public

unds.

Puerto Rico has had Government financing of political parties since
1957, It is reported that the Election Fund Act has been administered

67-673—66——3
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fairly and efficiently by that Commonwealth and has stréngthened the
democratic process. 'And President Kennedy in 1961 gaid he would
support stroni]y any move by Congress to havé'the National Govern-
ment sustain the major burdens of presidential campaigns. -

Only under such a proposal as I suggest does each voter, regardless
of his economic or social situation, have an equal voice in providing
the financial backing for the presidential candidate of his choice.

Now let me show some of Fhe defects of tax gimmicks to stimulate
campaign contributions. - o S

The President of the United States has {)r‘oposed that annual cam-
?aign contributions up to $100 be deductible for income tax purposes,

t is my judgment that this measure would fail to tichievd its objective
of reducing undue influence and eliminating corruption in the Govern.
ment.

The tax-deductible proposal tends to favor well-to-do citizens:over
their fellow Americans. For example, a man with an income of $30,-
000 or more is likely to find it in his financial interest to contribute

_substantially to candidates whose voting records and whose campaign
statements favor his interests over those of other Americans.

A person with income of $5,000 or less could not afford to make a
substantial contribution, even if he were interested. Furthermore, the
deduction would be worth so little to the low-income person that it
hardly would be an incentive at all. Just how much incentive is there
to the workingman who pays tax at the first-bracket rate of 14 per-
cent? For him, a dollar of political contribution would save only 14
cents in tax, compared to a 70-cent saving for a wealthy individual at
the top tax bracket. How much stimulation would be found in a
.14-cent deduction, against income sorely needed for personal and
family expenses?

And then there are the people who pay no Federal income tax at
all and-thus would have no opportunity to take a deduction or a credit
for contributions to political candidates or parties. I understand
"about one-third of those persons age 18 and over are not required to
pay tax. There are many reasons for this, one of which is that this
group inciudes many older citizens who are nontaxable either because
they have tax-fres income from such sources as social security, or be-
cause they qualify for the retirement income tax credit. Numerous
among this group are those citizens who comprise the poverty-stricken
class and who would not receive any benefit from a tax deduction or a
tax credit for political contributions simply because they do not pay
any income tax. -

n addition, the problem of persuading low- and middle-income
taxpayers that they should contribute to a political campaign requires
a great deal of effort to overcome their inertia. This is not. the case
with regard to high-income taxpayers, who even now find it to their
‘advantage to contribute to one political party or another. The Secre-
tary of the Treasury has already conceded that most of the political
mo'ne;y would still come from large contributors and from wealthy

eople.

P G‘:)od government would suggest that campaigns should be financed
with the least possible commitment to any vested interest or to any
particular segment of the American economy. Tt would be best that
one elected to represent the public should feel no greater obligation to
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s, professional man than to a blue-collar worker, and that his obliga-
tion toward n person retired on a social security pension should be
equal to that of a millionaire. o T

If the $100 tax deduction proposal should become law, it could be-
come customary for associations to pass the hat among their members
for $100 each—doctors could be asked to'contribute $100 each year to
support pérsons who share their views on medicare or H.R. 10—for
example, Senator Anderson, I suppose if that scheme were to become
law, 1t would become a standard practice for the medical association
to pass the hat and every doctor would be asked, particularly if it is
tax deductible, “Drop a dollar in there to help beat people who voted
for the medicare bill.” ‘ ,
" Scnator ANpErsoN. They do that now.

Senator Lona. I guessthatiscorrect. '

_Labor leaders could be asked to contribute $100 every year to oppose
those who voted in favor of 14 Sb) and to support those who voted to
repeal it—and bankers, as well as officers and- directors of banks,
could be asked to contribute $100 each year to help those who favor
the Federal Reserve Board and high interest rates. ' |

The $100 tax deduction is attractive to those who have a stro
pocketbook interest in the outcome of an election. It has no appeéa
to the relatively disinterested voter who feels little involvement .one
way or the other. S

To make a lawyer’s comparison, if & jury were to be chosen, the
peoijle ‘who would put up the $100 in a campaign would be dis-
qualified as jurists because of their own personal prejudice and in-
volvement—yet those who would not put up the $100 would be fair-
minded, impartial jurors who were willing to hear the facts and
come forth with an honest, objective verdict. To which group should
a campaign financing program be directed ¢

Proposals to allow a deduction for political contributions usually
have one thing in common,” They allow the deduction for political
contributions In addition to the standard deduction. Without such
a feature, it is argued, the deduction would be of little benefit to the
millions of tuxgayers who elect to take the standard deduction in lieu
of itemizing their deductions. Unless they can get a tax benefit
for their contributions, the argument continues, they will not be en-
couraged to take part in financing political activities. DBut, if they get
the political contribution deduction in addition to the stan&ard deduc-
tion, we will be treating political activities more generously than we
treat charitable activities, We would be putting politicians in a
more favorable category than the Almighty. Isn’t it wrong to give
politicians a tax preference above charities and churches¥ A tax
credit suffers from the same defect.

Another difficulty with a tax-oriented program is that no review
by congressional authority would be available to determine how it was
working without a request for the millions of tax returns filed by
voter-taxpayers. But, knowledge of a person’s political contributions
under a tax-oriented system would be available to the tax collector.
This knowledge could do a great deal of damaﬁeeand impair the tax-
payer’s confidence in the impartiality of the Revenue Service in its
collection of taxes, particularly if his return is being questioned
and he is a substantial contributor to the party out of power. The tax
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deduction bills call for a disclosure many taxpayers may not wish to
make, the disclosure of whom the taxpayers voted for in an election,
This demand could very well undermine the orderly collection of
revenue.

I assume the Treasury Department will support the President’s tax
incentive proposal. It is strange because in almost every previous
instance Treasury has opposed indirect tax incentives for programs
and activities no matter how worthy they maﬁ have been.

For example, there has been the problem of how best to provide as.
sistance to higher education. Many proposals have been put forward
to allow a tax deduction or credit for educational expenses or an extra

rsonal exemption deduction for children going to school. Treasury

epartment has argued strongly that tax benefits were not the proper
way to aid education—and I helped them to defeat it on that basis,
Treasury has felt such indirect aid would benefit most those who
needed stimulation the least—that is, those who are already financially
able to send their children to college and who do so. Treasury has
said Federal aid to education should be direct aid—aid right from
the Treasury. When Congress was put to the test, it agreed with the
Treasury Department. It passed the Higher Education Act, the col-
lege construction measures and student loan bills to make Federal
money directly available where it was most needed. At about the same
time, we rejected, both in the Finance Committee and again on the
Senate floor, a strongly supported proposal which would have pro-
vided a sliding-scale tax credit for higher education expenses.

I find a close analogy between education and politics. After all,
politics is essentially the process of educating people in good govern-
ment. I fear a tax benefit for political contributions would aid those
most who need aid the least. ‘

The Treasury Department should be consistent. If they are op-

osed to indirect subsidy in one instance, they should be opposed to it
1n other instances, such as with regard to fnancin political campaigns.

Moreover, a tax incentive for political contributions adds another
device to the Internal Revenue Code for narrowing the taxable base,

-something that tax purists usually oppose vigorously. It also com-
plicates the income tax form and the Frocess of determining one’s
taxes. This is an area where we should be seeking simplicity, not
comtf)lexity. If a tax benefit is adopted now, the Treasury would
no doubt urge me to include it among the “tax gimmicks” and per-
sonal deductions that one would have to forego in order to qualify
for the reduced rates under the simplified tax method which% have
'sufporbed'm S. 2780. )

do not suggest that my particular }f)lan is the complete answer
to all the problems posed in the election of a President. However, the
President is acclaimed the “people’s choice” and a candidate for the
Presidency should be allowed to work out his campaign financing in
such a way that, when elected, he could bear that acclamation without
reservation. . : '

A major candidate for that Office should not have to trudge, hat
in hand, from one powerful private corporation or indivicﬁlal to
another, seeking the necessary funds to carry on his campaign. If
these sources wish to contribute to his campaign—all well and good—
but the presidential candidate should be successfully insulated so that
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ke may make his commitments to the people on his party’s platform
free from pressure by the powerful private interests who today can,
and do, threaten withdrawal of their financial support unless pre-
election commitments are made. :

It is a frequent statement in a capitalistic society that people usually
get what they pay for. While this is not always the case in public
affairs, those who contribute large amounts of money and those who
accept such contributions are not ignorant of this fundamental aspect
of American capitalism. For the relatively small cost involved in
my plan, the potential savings by reducing undue influence in govern-
ment and the improvement in government services to the average citi-
zen, should be enormous by comparison to a tax gimmick to stimulate
can;ypaign financing. ,
 What better method is available to encourage the voting citizens of
the United States to participate in a general election ¢ e are con-
stantly presented with editorials, articles, and speeches raising the
problem that the American citizen is a‘pat.i\.etic-—t at he is not inter-
ested in selecting the man to fill the most important position in the
U.S. Government as their President. My plan would certainly act
as an inducement to the voter since his vote would not only select his
candidate but would help his candidate to pay for the expense of run-
ning for office. A low-income voter would contribute to a presidential
camFaign without having to take one single penny out of his pocket.

The general revenue financing would also J)rovide a great incentive
to the political parties themselves. It would insure additional funds
to the parties without the addition of new contributors. On the other
hand, the tax credit or deduction would require constant solicitation of
new contributors which might have adverse results. 'With a moneta
return guaranteed for each new vote, political parties would be moti-
vated to get out the voters, ,

It is my sincere belief that S. 3496, if enacted, will assure that our
Government can truly be a government of, by, and for the people of
the United States—responsive to all their needs and interests.

Senator WiLLrayms. Do you have any questions?

Senator MorToN. I havenone,

Senator AxpersoN. You would finance the campaign entirely with
Government funds ?

Senator Lone. Yes, sir, that is what I suggest, that we would have
it so that every man who voted for you for President would have
authorized the Treasury to pay you the amount of $1 for carrying on
your campaign.

Senator ANDERSON. You favor that over the tax deduction?

Senator LoNa. Yes, sir, it would work the same as if ycu had a $1
tax credit for every citizen who voted for the candidate you wanted in
the presidential campaign. That would not do much for Congress,
but my thought is where you get so much improper influence is by the
fantastic expense of theso presidential campaigns. Tt is difficult to
raise the money for a congressional campaign, but Congressmen do
itand Senators doit.

As a matter of fact, you have helped finance Democratic Senators
running for office. I think you have felt the same thing I have. If
the President was not so busy paying off that national campaign
deficit, we could find some funds for the congressional campaign.
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‘Senator AnpersoN, The benefit of a tax deduction is léss for the
man of modest means than it is for the well to.do?

Senator Lona. Yes, = - o

Senator WrLLiaxms. Your proposal, as I understand it, is limited
entirely to the financing of presidential elections only. What would
prevent the campaign committee from using some of it for defraying
the cost, of the oft-year elections? Would they be precluded from using
it for off-year elections? : _ :

__ Senator Lonag. They could not do it with this'money, because what
they would have to do here is bring in a receipt, “Here is our bill for
television and we want you to reimburse us for this.” In some in-
stances, it might be a bill that had not been paid at all. The Treasury
1w)\nl)lu,l’d say, ‘Here is the money for it; ycu go and pay that television

ill.

. “And here is our expense for advertising in the newspapers, here is
our expense for travel,” The party brings in its receipts and is reim-
bursed by the Treasury,

Here 1s how it would have been in 1956, On September 1, both
parties would have available to them $4,162,000. That would be based
on the amount of votes the second candidate received in the previous
election. Here’s why X picked out the second candidate. We would
proceed on the assumption that either party would receive as many
votes as a losing candidate received in the prior election. On that basis,
we would advance this amount of money, $5 million for these parties on
September 1. On September 15, another $5 million would be available,
on October 1, another $5 million, ‘

Senator Wirriams. What I was trying to get is that this would have
to be based on expenditures after the convention had nominated its
choice and between then and the general elections, is that correct?

Senator Lona. That is right. If you are a candidate of a party,
which received more than 1,500,000 votes in the previous election, then
you are eligible to receive advance funding based on the amount of
vlotes that your party or the No. 2 party received in the previous
election.

Senator WiLLrams. What I was trying to understand is, assuming
that this were in effect today, durin%the next presidential campaigﬁ\,
if someone wished to challenge the President for the nomination, he
would be on his own until after he had been nominated at the con-
vention ?

Senator Long. Yes, that is right.

Senator WiLLiams. Would it not boil down to the fact that only a
rich man or a man sure of the nomination could afford to challenge?

Senator Loxg, Well, this does not attempt to solve the problem, Sen-
ator Williains, of a man achieving the nomination of his party. Heis
on his own until he is nominated. When he becomes the Republican
nominee, he is in a position to know he is going to have $20 million
available to finance that campaign.

Senator WiLriams. I understand that, but none of the proceeds
could be used to defray the costs he had incurred in secking the
nomination ?

Senator Loxa. That iscorrect. It would not solve that.

Now, it is worth pointing this out. At least in every second election,
you are going to have one of these candidates who does not have to
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worry about the cost:of achieving that nomination, because an incum-
bent President is assured the nomination of his (}mrty if he wants
to run for reelection. That is how it has worked out. So at least
one of the two candidates is not going to have to worry about the cost
of achigving the nomination, although the other, of course, is going
to have that problem. .

. Senator ANpersoN. Virginia had a primary election very recently.
I saw some figures indicating about a quarter of a million dollars for
candidates for the Senate, How would you touch that problem? Are
you going to bother with that at all?

Senator Lona. I would not touch it at all. We could hel};) it in-
directly to this extent, that instead of having this President’s Club
meet about twice a year and call upon every friend that we call a
Democrat to put up about $1,000 apiece, we could leave those fellows
slone .and those geople could go and contribute to a senatorial or
zorég.ressional candidate, rather than having to pay off the President’s

eficit. o J .

Senator WirLiays. You are not suggesting that we start a Congress
Club in lieu of this President’s Club?

Senator AnNpErsoN. I agree to that. The party at Houston got
$34,000 out of New Mexico, which is quite a ways away, and I could
have used that.

Senator Lona. I must say, Senator Anderson, I went down to the
President’s club meeting in Houston, Tex., and it was a very fine thing.
I saw a lot of people I knew. It was not just for Texas. That was
for Texas, for Louisiana, Arkansas——

. Senator ANpERSON. New Mexico.

- Senator Long. I believe New Mexico was in on it and Oklahoma. I
looked at the Louisiana contingent and said, “There go a lot of good
Erospects.” After they get up $1,000 for this meeting, it is going to

e hard raising money for the next congressional election.

Senator ANpERsON, That is exactly what went through my mind in
Houston. I saw those 84 lambs going to the slaughter and wondered
why they were not put in the right pen.

Syenator Long. I doubt seriously that the House of Representatives
is interested in a bill to help finance their campaigns. I do not know
how the Senate feels about financing campaigns. I think most Sena-
tors would agree that it costs more to finance a senatorial campaign,
usually, than it does to finance a campaign for Congress.

You served both ways, did you not, Senator Anderson? You ex-
perienced the problem on both ends?

Senator ANDERSON. Yes.

Senator Long. But my question is that the cost of financing a cam-
Eaign for Congress, while it is substantial, is not too difficult for a

fember of the House of Representatives. Usually, if he is a VGIK
good Congressman, if he shakes hands and pads around often enoug
in the off year, sees enough people, he gets by the opposition. Some-
times he dnreg not.

Senator Wirrrasms. There are no more questions, Senator.

The Cuamman (now presiding). Thank you very much, Senator
Williams,

Now, to testify for the Williams-Johnson plan, I am going to call
Senator Thruston Morton.,
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STATEMENT OF HON. THRUSTON B. MORTON, A U.S. SENATOR FROM
THE STATE OF KENTUCKY

Senator MorToN. Mr. Chairman, members of the committee, first let
me apologize for not having a prepared statement. My remarks will
be brief and I will answer such questionsas I can, ‘

I am testifying merely because I have had a somewhat unique back-
ground in this field, having engaged in extracurricular activities, such
as being chairman of my ‘party during a rather close election and have
served for the past 4 years as chairman of the sehatorial campaign
committee. In 1952, I managed the campaign of our colleague, the
Senator from Kentucky, Senator Cooper. :

I took over the chairmanship of our party at the time when my party
controlled the White House, when General Eisenhower was President.
We had, however, just suffered a sharp defeat in the 1958 elections.
So even though we had the White House, the party, to all intents and
purposes, was broke. We were not in (iebt, ut I had to sweat out
every pay day and every rent day. I spent & lot of my time in trying
to raise enough funds to keep the shop in business, even t.iough we con-
trolled the White House, and every realist knows that such control is
an asset in the raising of political funds.

I dare say that my good friend, the senior Senator from Washing-
ton, Senator Magnuson, who is my opposite number as chairman of
the Democratic Senatorial Campaign Committee, will agree with me
that the job is about 90 percent raising money and about 10 percent try-
ing to suggest to somebody how to get elected. Candidates do not

ay too much attention to the committee. But they all want money.
will have at least six candidates come to me between now and 1 o’clock
on the Senate floor, asking for money.

I think we all agree that in representative government we must have
an informed and an intelligent electorate if our Government is to sur-
vive. We must be able to communicate. 'We who are candidates must
communicate our ideas, our stand on issues, give the public a chance to
size us up, the cut of our jib, and so forth. Now, this is becoming in-
creasingly difficult. Tt is no secret to any of you that there has been
great escalation in the costs of these campaigns. I was looking over
the budget of our congressional candidate in the city of Louisville.
When I came to Congress 20 years ago, I represented the city of Louis-
ville, but I also had the rest of Jefferson County. He only has the city
now. His budget, which is moderate and justified, is just about three
times what mine was 20 years ago, and mine wasadequate. My friends
thought it was tremendous at the time.

One of the reasons has been that all costs have gone up.  But another
is that a new medium has come along which is effective politically,
which we all like to use, which is a way of communicating with people
that we did not have 20 years ago, and that is television. It is an im-
portant one. You are not up mak’ing a speech in the July sun before a
couple of hundred people or a couple of thousand people. You are
getting into his'living room, talking directly to families in literally
millions of homes. It used to'be in the old days, when I went around
the State with my grandfather, that what you needed to get elected
to office was a big cigar, shadbelly vest, and a constitution that per-
mitted you to stand out in the hot July sun and talk for two hours and
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s half or three hours, maybe, Well, that day is gone.: So, these costs
are colossal. ’ '
_The population increase in itself—if costs had stayed the same and
there had been no television, campaigns would have doubled in cost,
because you spend so much a voter, really, to get your message across,
So, even with constant costs and without television, we would have seen
in the last generation a doubling of campaign expenditures in- this
country.” -~ .. , , ‘
Now, we also know that. for various reasons money is harder to get,
Political contributions are harder to come by. For instance, the In-
ternal Revenue Service, and -properiy in my opinion, tightened up a
few years ago-on the question of expense accounts. It was no secret
that a fellow could buy a $50 ticket to one of these parties around here
for some Senator, or even a $500 ticket to a dinner for some presidential
candidate. Over the course of time, he was able to expense this item.
You cannot do that know., The IRShas properly tigEtened down on
this.- It hasbecome a great deal more difficult. . . _
.. ‘We used to have, until very recently, the gpportunity to sell advertis-
ing. The Williams amendment has sort of put a crimp in that. And I
supported the amendment. I remember in 1960, when we had the
question of the program for the convention, and the ruling of the IRS
was that you had to prove that this was. a legitimate adyertising
expenditure. - You could probably justify-$1,500 as the back page
of the program, because it was-a souvenir program, worth the cost
for a certain brand of cigarettes or a certain alxtomoi)ile or a certain
soft drink. - But when costs jumped up to 10 times that much, as
indeed it did in 1984 in Atlanfic City, it could not be justified. This
led to the correction of what I thou ht was an abuse. But this does
make it that much harder to raise funds. :

Our tax structure is a lot diffevent than it was 40 years ago. The
rates are a lot higher. We have seen, for example, in city after city
in this country, what lms,haf)penedvto your Community Chest or
United Fund drive. When I. first got out of college and started
working on'this problem in my city, most of the contributions came
from individuals. Toduy, in every city, a great majority of it comes
from the corporations. Because of the inheritance tax structure and
the income tax structure, you just do not have those individuals today.
When somebody has been giving $5,000 a year to their community
fund, and that person dies, rarely do the heirs pick up that part of
the tab. And, of course, in political contributions there is no place,
and properly so, for the corporation to make a direct tax-deductible
political contribution. .

So I think whatever we do here, and I am not wedded to any par-
ticular plan—I have an open mind on this—but I think whatever we
do, it should be our purpose to encourage participation, and that means
small gifts, There1s a sustaining plan which Bill Miller started when
he was chairman of the Republican Party, which Ray Bliss has con-
tinued.. It has been highly successful, $10 gifts. It 1s raisin% in the
neighborhood. this year -of $1 million. I see Chairman Bailey has
started it in some States on a test basis. I think it is a good program.
But it is difficult to raise money this way. I would dare say it costs
$400,000 to raise & miJlion dollars, because you only get a certain per-
centage of returns, In a direct-mail campaign, if you get only 20 per-

87-673—66——4
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;ent, you spend & lot of postage on those 80 percent you never hear
rom. _ '
What we ought to do is find some way of encouraging small con-
tributions. There should be a certain amount of pajn in political giv-
ing, just as there is with contributiong to the chureh, Red Cross, the
Boy Scouts, et cetera. ‘ o .
enator Magnuson and I sponsored a proposal which passed the
Senate either 2 or 3 years ago as an amendment to a tax bill but it did
not survive the conference. In this amendment we treated up-to $100.
per year as a tax deduction, a gift to a political party; just as one
considers it to a charitable institution. Well, this was wrong: for the
reasons that the chairman has pointed out in his testimony, because
in the case of the man who uses the standard deduction, it is no good
to him at all. ‘The man that is in the 70-percent bracket contributes
$100 at a cost to him of only $30. C

Various proposals have now been made to try to find some balance
through direct credit for a part of the gift. 1 think some equitable
way can be worked out so that it is just as attractive to the lower
income segment of our society to contribute and support a politidal
campaign as it is to those who are more fortunate in being in the highér
income level. S |

I recognize that any of these plans have terrific administrative prob-
lems, For that reason I have some sympathy for the plan which the
chairman has outlined, because I think it reduces the administrative
problem to a minimum. But I still feel that it should be our purpose
to encourage not only participation in day-to-day political activity,
but to encourage modest donations so that neither party is dependent
on these large donations from very wealthy people who, in many cases,
do have a particular axe to grind or a particular self-interest.

I do not think that many persons receive donations in their cam-
paigns that cause them to believe that so and so has bought his
vote. I think the reason that someone contributes to my camPaign or
to Senator Anderson’s, Senator Williame’, or Senator Long’s, is be-
cause basically we have established a position; they know our phi-
losophy, they basically agree with our philosophy. It does not mean
that they are going to come up here and say you have to vote for this
amendment or that amendment. But they would not support us un-
less they basically believed in our philosophy, or support our op-
ponent because they basically believe in what he standps for. -

So, as I say, the plan which Senator Magnuson and I sponsored
failed because it does favor those who are in the higher income levels
as opposed to others. , .

ow, this problem goes far beyond just eampaign contributions.
But this committee is only dealing with that aspect. I note that Sena-
tor Cannon, who has a bill out of his subcommittee in Rules and Sen-
ator Clark are listed to testify. They have been dealing in the Rules
Committee with the question of disclosure and many other %estions
that are involved. I am sympathetic to this problem, too. But this
morning, because this is the Finance Committee, I am attempting to
deal only with the aspects concerned with the actual raising of funds.

In questioning the chairman, the point was brought ug‘abo,ut‘ these
primaries, and they are expensive. But I agree with him that the
approach that we must make here must be confined to general elections.
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The tax credit approach, if that is pursued, could, indeed, apply to
rimaries as well as general elections. R »

The question of what happens in an off year under the proposal of
the chairman is interesting, of course. If you spend $40 million, let us
say, in & presidential campaign, you maft end up a couple of million
dollars in debt. Then you get this postelection rebate under the Long
proposal and that takes care of your debt and may put you in & position
where the moneys that you raise in the next 2 years could be channeled
into senatorial and congressional campaigns., This is obvious,

I do not think the chaitrman’s plan precludes active solicitation and
donation by people and I am sure that will continue. But it does, it
grikes me, have that meritorious point. .

When I took over the chairmanship of my party, and it was obvious
that they had gotten pretty well to the bottom of the barrel when they
picked me out to do that, we were in a tough way financially. We had
the 1960 presidential election coming up, which turned out to be the
most costly up to that time. "I assume that, if these costs continue to
rise, every presidential election is going to be the most costly one.
When I left the committee in 1961, it was in debt, not in the sense that
we had any bank loans, but it was about $1,200,000 in debt.  What we
did was just ride our creditors. I would use United’s credit card until
they started squealing, then we would go over and use an American
credit card. Then we would pay the telephone company a little some-
thing and that month we would not pay Western Union, so we juggled
it around that way. You could say we were not in debt, but the fact is
that our liabilities exceeded our assets by about $1,200,000.

Bill Miller came in and he was able to get the party solvent again,
Ray Bliss has kept it that way; but it is a job, And if representative

overnment is going to fulfill its place and if we are going to have an
mtelligent, informed electorate, we are just going to have to come up
with something in this area. I do not know what it is; I do not know
what the answer is.

I at first was not very much impressed with the chairman’s proposal,
but, after studying it and after hearing his statement this morning, I
think it certainly deserves the study of this committee, as well as
these others.

The CHAIRMAN. Thank you very much, Senator Morton.

Senator Anderson has had a garu]lel experience to yours. He was
chairman of the Democratic Senatorial Campaign Committee. I
worked on that committee from time to time and it is a very interesting
experience. .

Senator Morton. I am glad I am ineligible after November of this

ear.

’ The Cuairaan. About 90 percent of the job is to find some cam-
paign money to help finance those running for office. That is about
90 percent of it; a little fatherly advice, but mostly trying to raise
money to finance the campaigns. _

The thought occurred to me that it really should not be too much
concern of the Congress to try and finance State and local elections.
My thought would be to let them worry about how to handle their
part of it. If we can make the Federal Government run right, I think
we could be doing well.

Senator Anderson ?
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" Senator ANpErsoN. Do you not think, Senator, the question is not
whether we will some day finance these, buthow. =~~~ =~ ,'

Senator MorToN. Absolutély. I think we are going'tohaveto. We
have to work out a better way. . L : L
~ Now, -we complain, of course, about the length of otir Presidential
campaigns and we point to the British and 1s it not wonderful the
way they do it in 30 days or 4 weeks. Of coutise, we have that in our
control now, if we want to do anything about it. If the chairmen
of the two major political parties would just sit down and agree, that
we are going to have our conventions latér, that shortens the campaign,
But this question 6f cost, and nobody knows' what the cost is; we just
know that it is enormous and still going up. I see estimates that $80
million is si)e'nt by each party. If you take what is spent' in every
State as well as by national committees and groups this figure may
evenbelow. . ‘ O .

I picked up the New York Times the other day and saw where'it is
estimated that $250,000 to $300,000 was spent in a Republican primary
in one cong essional district for the privilége of running against the
incumbent Democrat. This js just getting astronomical.

_ The CuarrMaAN. In Louisiana, I have noticed that the cost of the
(Yovernor’s ¢ampaigns is much more expensive than the cost of the
¢ongressipnal campaigns.  Someone estimated -in the last Governor’s
election that each.of the three leading candidates, had expended about
$5 for each vote that he had received. . .

" Now, I was supporting one of those candidstes and that was a pretty
good guess. Four dollars might havé been a little better, but I would
say that was a‘pretty good guess, . ;

Senator MorTon. That 1s a little heavier than it is down home.

- The CramrMaN, But there is a great deal of money that comes in and
goesout in ways that you just never quitesee. . =~
“'One fellow, for example, had a lot of signboards around the State
that were got up a little late. I remember there was one particular con-
cern that had leased all those signboards before the political signs went
ulp. So one particular enterprise had to quit advertising for months so
all these outdoor campaign signs could go up. Of- course, a month
later, they came down. ‘ :

A friend of mine volunteered a signboard for my campaign. The

board was a littlé too big for the paper Thad. He had a signboard that
said “Three locations to serve you.” Everyone around town was com-
menting on the fact that Long has three locations to serve you, because
I could not quite cover his board with my paper. T figured I would
just put my paper on top of Joe’s board there and as soon as the elec-
tion was over with, it would come down. .
~_Another fellow had a big sign saying “Baton Rouge’s Finest.” I
thought that was just great, and my pa({yer ‘covered up to that. Nobody
knows just how much that indirect aid does amount to. ‘
,- But the expense of the Government’s campaign is treméndous and
1t seams to me the expense of the Presidential campaign is beyond the
hope of anybody unless he is an enormously wealthy person, able to
finance himself. He has to call for help to finance it.

Senator AnpersoN. Is it your experience that one of the mgin rea-
sons that costs have jumped so high is television?
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Senator Morton.. No, that is an example of a new medium, a new ele-
ment in the picture that just was not there 20 years ago. No, ill costs
have gone up. This transportation that the chairman has referred to is
colossal.  When you have to charter these big jets, it is terribly expen-
sive. L
You may recall that Mr. Nixon made the statement that he was go-
ing to visit every State in his 1960 campaign. Then he had that acci-
dent to his knee and he was lato getting started. But he had gotten
around to every State except Alaska. So he said he was going to carry
out his promise, and went to Alaska just 2 or 8 days before the elec-
tion. I called him up wherever he was and begged him not to go. I
ssid I had to raise the money to get him to Alaska. This wasan expen-
sive undertaking. But he insisted on it and I was wrong, he was right.
He carried Alaska. It was a photo finish but he won. He probably
would not have carried it had he not made the trip.

Everything connected with the campaign has gone up. Postage has
one from 3 to 5 cents first class. But television 1s a big cost, especiall
or Senatorial candidates in those States where you have what we eall

aperipheral situation. :
et’s take New Jersey, one of the most populous States in the Nation,
without a television station in it. There you have to buy Pliiladel&)‘hia,
you have to buy New York. Think of how much you are losing. Take
my own State. To get into northern IXentucky, I have to buy Cincin-
nati. I am getting 15 cents or 18 cents out of the dollar. Except for
the hig States, where television is in the center of the State, you are not
getting your whole nickel’s worth. .
Sanator ANprrsoN. I had a thought that these new costs made it
impossible for the ordinary man to be nominated. Shapp of Philadel-
hia spent $1 million of his own money. He is doing & beautiful job.
have seen some of the advertising. It is very finely done. But who
would -have thought that a candidate for office would have spent $1
million of his own money in a race for a gubernatorial nomination
which may not succeed ¢ ,

And secondly, I have seen a story about a man in connection with
Xerox deciding to get into the race in New York State. If he does,
he h]qs to operate on about the same amount of money to get started
up there,

pI can recall in 1928 when I was chairman in my State, we brought in
an outside speaker, a Congressman from Texas named Tom Connally.
When he got there, he was trying to hold down expenses. Now a man
thinks it 1s a disgrace if he does not have at least one airplane out of
every two. But that is going to be the pattern of the elections from
here on out and if it is going to be, there certainly should be some sort
of a basis on which men can contribute without having to pass the hat
every day when they get into it. That is why I am interested in these
lans. Iy am not hostile to the $100 deductible. I am certainly more
avorable to the plan the chairman has introduced, because I do think
you have to have a general contribution to all the people.

I am glad you have said what you have this morning, because it is
sound experience. I recall in the Truman campaign in 1948, they ran
out of money. He was a hopeless candidate, anyhow, 20 to 1 against
him. They had to lock some people in a room in New York and hold
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them there to raise enough money to run his train out again. Today
you hire a fleet of airplanes and its costs as much as the whcle cam.
paign. Today I think transportation and television are the two main
costs and I do not think you are going to cut them down for a few years,

A man called me from my State, wanting to run for Congress and
asket what it would take. I said a minimum of $150,000. He said,
how will my friends get that back?

The CuaryaN. There is one way you can do it, Clint. My Uncle
Earl used to say if you won the election, you could have a deficit dinner
to pay off the deficit, but if you do not win, you do not have the dinner,
you have the deficit and you keep it until the next time you run.

Senator WriLLiays. I would like to join the others in congratulating
the Senator from Kentucky on his remarks. I think as we approach
this problem, I think we are all in agreement that the present arrange.
ment for financing campaigns is wrong, it is unsound, and that the
costs are becoming astronomical and we have to find a solution. I
think in approaching this, and I say this as one who sponsored one
proposal, we should not be wedded to any proposal, but examine all
of them with an open mind, because somewhere down the line, maybe
we can find a better plan than that which is operating now.

I was interested in the Senator’s comments on the fact that he and

Senator Magnuson a few years ago sponsored a plan for a $100 dedue-
tion. I supported that at the time although it did have its defects
in that there was no extra allowance, just a straight deduction, and a
man filing the standard form would not get any credit at all. So you
eliminated that group completely from your solicitation.
The present plan which is before us here, one of them, as recom-
mende(f) by the President, which I reintroduced, would allow this
deduction for $100 over and above the standard deduction. I think
that is an improvement on the proposal.

There is another proposal which I suggested. I do not think the
administration liketi) it too much—they thought it was too compli-
cated. Under it, you could allow a tax credit for, we will say, 60 or 70
rercent of the contributions up to $25 and a deduction up to $100.

erhaps that should be studied, too.

I do think that what we are all seeking is to devise a plan here
whereby we can finance these campaigns with contributions from the
masses of the voters and not depend upon large contributions. I am
sure we are in agreement on that.

Senator MortoN. Yes,

Senator WiLriams. The chairman of the committee has outlined
a plan here which does deserve the study of the committee, I agree,
but he has placed an estimate on this $100 deduction proposal of $100
million in 4 years. That is on the basis, the Treasury has estimated,
that the average rate of deduction would be around 30 percent. That
is on the basis that over these 4 years, you would raise $300 million.

Well, I do not visualize any such results from this. But assuming
that you could raise $300 million from these $100 contributions, that
would be a wonderful thing if you could get that many people con
tributing $100 or less, would it not ?

Senator MorToN. Yes; it would.

Senator WirLiams, Because it would mean you would have millions
of people all over America financially taking part in their Govern-
ment, which is the objective we need.

|
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;, Senator MorToN. Yes; I quite agree. I do not know that I follow
the figures exactly, because assuming that it would be a 50-percent
bracket, where you attract most of gour $100 gifts, it might not be
qnfliftg gxe ratio you have suggested, but still it would stimulate a lot
of funds,. . |

But we all know this, that we all like a lot of small contributions,
because you do not have to haul that person to the polls on election
day. You get a man who has invested $5 or $10 in a campaign, you
can be sure he is going to get to the polls. I do not have to send a
jeep or a mule up or down the hollow for him. In my State, gettin
people to the polls can be a costly problem, because we have rugge
terrain in eastern Kentucky, and we are still having to use mules in
some precincts to bring them in.

Senator WrLrtams. That is the point I make. I think the im-

rtance of attracting small contributions is far in excess of the
money that you receive. It is the fact that you would be encouraging
these millions of people to take a financial interest in the kind of gov-
ernment that they are going to have at the national or State level.
That is the reason that I favor very much any type of a form, whether
it be a tax credit form or a deduction form, to attract these $10 and
$25 contributors. I think that if you could get millions of those, it
would be a great contribution far in excess of the amount of money
that is received by the two political parties.

Senator ANpersoN. When you use these mules, why do you not use
elephants?

enator MorroN. Well, we have mules up there, but we have no
elephants. But they vote the elephant.

he CrAIRMAN. One suggestion. My Uncle Earl always told me
that if you are going to spend money to haul the votes to polls, spend
it in the precinct that yout khow you are going to carry; otherwise you
might haul more votes against you.

enator MortoN. That is exactly what we do in eastern Kentucky.

Senator Curtis. Mr. Chairman, I am very much in accord with what
has been proposed here. I am sorry I was unable to be here for the
chairman’s testimony and the beginning of Mr. Morton’s testimony.
I think it is most important that we do something and that we do some-
thing at this time.

Mr. Morton, I understood you to say it is not only a problem of
new media that has to be used, but every cost has gone up. Isn’t
that correct

Senator MorToN. Oh, yes; there is no question about that.

Senator Curtis. Yes. It wasnot very long ago that you could take
a $1 bill and get 100 postal cards and, by doing the mimeographing
yourself, you could get up a local meeting. Now it would cost five
timesthat. That isjust one illustration.

Mr. Chairman, what I would like to ask to be done, I would like
to ask the Chair to direct the staff to supply for the record a list of
activities or organizations a contribution to which is a tax deduction.
I do not mean to list all of them in the United States, but a list that
would show the type of activities that the Government supports by
allowing a deduction to those activities for tax purposes.

I think we will be surprised at the great number of organizations to
which «. contribution would mean a tax break under present law. And
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I think that the average citizen—I am not being critical of him—will
be of the opinion that a contribution toward the job of self-government
should rank near the top from the standpoint of being meritorious.
I shall not take any further time, but I believe such a compilation
will help us very materially if the Chair would so direct.
- The IRMAN. I will see that they get it for you. ‘
(The information referred to follows:) -

PxAMPLES OF ORGANIZATIONS CONTRIBUTIONS TO WHIOH ARE DFEDUCTIBLE FOR
: : FEDERAL ' INCOME TAX PURPOBES

Prepared by the Staff of the Joint Committee on Internal Revenue Taxation at
the request of Senator Curtis for inclusion in the record of the hearings before
the Committee on IKinance, relating to the deduction of political contributions,

The Internal Revenue Code of 1054 allows a deduction for contributions to the
following organizations; B

(1) States, territorles or possessions of the United States, or their political
subdivigiony, the United States or the Distriet of Columbia,

(2) Religious, charitable, scientiflc, literary, or educational organizations,
or organizations for the prevention of cruelty to children or animals,

(3) War veterans organizations, :

(4) Fraternal societies or orders, or assoclations, operating under the
lodge system, but only if the contribution is to be used exclusively for
religlous, charitable, scientific, ete., purposes, and :

(9) Certain cemetery companies, ,

In addition to churches, colleges, and hospitals, the following are examples
picked at random of organizations, contributions to which have been held
to be deductible:

Anti-vivisection societies

Birth control leagues

Veterans organizations

Foundations for disabled veterans and veterans' orphans
Librsary assocliations ‘

School citizenship leagues ‘

Committees to award an annual literary prize

State controlled bird sanctuaries

Boys’ clubs

Citizens committees on prevention and punishment of erime
Child care committees or centers

Christmas poor funds

Citizens Committee for Reorganization of the Executive Branch of the

Government

Civil defense committees

Community chests

Crippled children’s organizations

Diplomatic affairs organizations

State bar associntion foundations

Good government leagues

Indian welfare assoclations

Unemployment relief organizations

Infant welfare associations

Insulin funds for hospitals for diabetes care

TLeague for Industrial -Democracy

EqQucational and charitable trusts

Mining and Mechanical Institute of the Anthracite Coal Region
National Rifle Association of America

Daughters of the American Revolution

National Tax Assoclation

Navy Relief Soclety

New Engiand Grouse Soclety

State educational TV authorities
. Old people’s homes

Parent teachers associations

‘Red Cross

Salvation Army
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School for printers’ dpprentices  ititd - ot e
Tuaberculdsis asgociations ot -

United Nations relief and reliabilitation centers

U.S. Ar‘my company funds T A .

U.S. Coast Guard Auxiliary: -~ - - ¢ :

U.S. Olympic Association -~ ' " - -

Women’s Council of National Events -
Women’s Bxchange for Handiwork
World-Léague Against Alcoholism
Y.MOA, | _
Y. W.CA. RS o -

There are, of course, many other types of organizations (such as labor unions,
‘business leagues, college fraternities, etc,) which ate themselves exempt from
.tax, contributions to which, however, are not deductible, ‘

Senator WiLLiams. Do you care to comment on the suggestion that
it may take a combination of a deduction and a Federal contribution to
really solve this problem? ‘I wonder if we are, and I said that at the
time that I cosponsored the deduction, that it may not be the answer in
itself. I am wondering if we are not really going to have to come up
with a combination proposal. . : '

Senator MorToN, We well may have to. There is a suggestion which
is not included in this agenda set out in the chairman’s press release of
August 9 announcing this hearing, which is intriguing—I do not know
how practical it might be—that the Government match up to, say a $5
contribution. This is & difficult administrative problem, but I think
this was put forward by the commission set up by the late President
Kennedy. Thisisanotheraréa which we might consider.

Senator WiLLiams. I think the important point is that we are ap-
prouching this problem with the general agreement that this present
situation needs corrécting. _ :

With that thought, it would seem to me that a group of reasonable
men could get together and arrive at a constructive proposal, a com-
bination of plans, or maybe an entirely new plan, one that has not been
mentioned here. But somewhere down the line, I think we agree that
‘we have to find a solution to this problem. L

Senator MorToN. Mr, Chairman, may I ask that Senator Scott from
Pennsglvaniu, who also at one time served as chairman of the Repub-
lican Party, have the privilege of filing a statement for the record
which you will have in a day or two¥ -

The Cuaryan. Weshall be glad to.

(Thestatement referred to follows:)

STATEMENT BY HUGH SCOTT ON CAMPAIGN FINANCING BEFORE THE SENATE
FINANCE COMMITTEE :

Mr, Chairman, X appreclate this opportunity to testify in support of my bin,
S. 38014, to amend the Internal Revenue Code of 1954 to allow an income tax
credit for political contributlons. My bill would permit one-half o' the total
contribution as a credit, up to a maximum credit of $100 per year. Contributions
could be made to the National Committee or State Committee (as designated by
the National Commititee) of a political party whose candidates for President
and Vice President appear on the ballot in at least 10 States.

[The costs of political campaigns are high today because the media for mass
political communication are expensive. Political parties must have ready access
to all legitimate sources of funds to enable them effectively to carry their mes-
sage and exposo ‘their candidatcs to the electorate. Unfortunately, our out-
moded election and campaign finance statutes occasionally force political parties
to become excessively dependent upon those individuals and organizations who
can easlly afford to contribute large sums of money.

67-078—060—b
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Those who contribute to political campaigns are to be encouraged as proper
citizenship in action, but it is not a healthy situation for the contributions to
be coming only from the wealthy. Accordingly, we must broaden the base of
sources of campaign finance, The tax incentive, such as that proposed in my
bill, is a step toward this objective. The people must be persuaded that con-
tributing to a political organization can be just as c¢ivic-minded and respectable
as contributing to a religious or charitable enterprise. This job of persuasion
can only be done by party workers themselves, but enactment of a tax incentive
would give them an effective talking point in thefr solicitations.

Broadening the base of sources of campaign finance is desirable, not only as
a means of ralsing more money to finance campaigns, but also a means of en.
listing greater and more widespread citizen interest in our vpolitical processes,
As I have declared previously, widespread citizen participation is the keystone
of the effective functioning of our democratic poli*ical system, and 1s, indeed,
vital to the future health of that system.

A tax incentive for campaign contributions, whatever form it takes, is not in
itself enough to revitalize our election system. Other measures are necessary
to cope with the growing financial burden which political organizations are
required to carry in our modern, high-speed election campaigns. In this con.
nection, I want to take this opportunity to urge enactment of legislation designed
to reduce the costs of campaign over radio and television. Last year I intro-
dnced a bill, 8. 1287, pending in the Commerce Committee, which would encour-
age broadcasters to grant more free time to candidates, or, alternatively, require
that the fees for political broadcasts not exceed two-thirds of normal commercial
rates,

Finally, our corrupt practices statutes must be revised to require full disclosure
of the sources nf campaign funds, removal of the unrealistically low cellings on
aggregate political expenditures, and stricter limits on the amount of money
wealthy individuals can contribute to political parties and candidates. This
would be accomplished by enacting a measure along the lines of the Election
Reform Act, 8. 8485, pending in the Rules Committee, and which I am cospon-
gor. The most vital ingredient to the successful functioning of our political
system is public confidence. This can be earned only if all loopholes in our
election statutes are closed to assure that no corruption can occur.

The CnatrmMAN. Thank you very much, Senator Morton.

Senator Howard Cannon has worked in this whole area as a mem-
ber of the Rules Committee, and we would like to ask Senator Cannon
to take the chair as our next witness.

STATEMENT OF HON. HOWARD W. CANN ON, A U.S. SENATOR FROM
| THE STATE OF NEVADA

Senator CanNowN. Thank you very much, Mr, Chairman and mem-
bers of the committee, for allowing me to appear before you this
morning, .

Mr. ghairma,n, members of the committee, I appreciate the oppor-
tunity to appear before you today to present my views on the subject
of tax incentives for political contributions.

Political fundraising is a challenge to our entire: election system,

which each year is becoming more complicated, costly, and sophisti-
cated, Indeed, in some elections it becomes the tail that wags the dog.
Candidates and political organizations solicit by mail, door to door,
personal contact, and by the fullest use of all communication media to
reach the ﬁmtest number of citizens, asking for financial assistance.
Whether this multifaceted appeal actually broadens the financial base
of a candidate’s campaign is open to question.
. Basically, I suspect that the majority of campaigns must be paid
for by economic interests whose financial capabilities would permit
‘the underwriting of a significant portion of a given political contest.
This practice certainly goés on, although it is seldom admitted.

What are the alternatives before the candidate ? :
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. He can make hig appeal as broad as ?ossible. In most cases I have
observed or studied, this is automatically a part of a candidate’s plan.
‘He also has the alternative of going into sizable debt if he does not
have a limitless personal fortune to spend on his own campaign, as in
the example Senator Anderson gave, , - <

- I believe the answer is apparent, and the bills which are before this
committes today for study and comment are ample recognition that
campaigns cost far.more money than is readily available. For we
are all interested in minimizing the dependency of any candidate on
narrow economic interests and we wish to broaden as much as possible
the base of that economic support among the people whose participa-
tion is essential to a healthy political sgstem. It is of vital impor-
tance, therefore, that means be devised to give to candidates and
committees freedom from pressures or influence, and that the finan-
cial strength of a candidate be determined by the participation of the
greatest number. ,

This is not a new subject for the Congress, which for many years
has considered various proposals to alleviate fiscal problems inherent
in political campaigns, Since 1955, measures have been advanced to
grant contributors a tax credit or deduction in order to encourage
more Americans to aid the party and candidate of their choice.

To recognize this problem in g tangible way is no more than a pro%er
extension of present policy, which permits deductions for charitable
contributions. Our tax laws long have been written so as to accommo-
date the need to raise millions of dollars each year for the benefit of the
sick and needy. Most Americans recognize this duty to support the
welfare of those less fortunate. I believe the duty to financially sup-

ort his J)olitioal party and its candidates would be most encouraged
y extending & tax incentive to the voter.

I hold the belief that the American public, fully informed of a right
to claim a tax benefit for a political contribution, would respond en-
thusiastically and in sufficient numbers to relieve political parties and
candidates not only of a substantial portion of their financial worries
and burdens, but also of the potentia) threat to their political independ-
ence occasioned by the acceptance of larger contributions from a small
number of donors, _

I also hold the belief that any tax incentive should be reasonably
modest so that all of the burden would not be shifted from parties and
candidates to the Federal Government through the loss of tax revenues.

‘Relatively little is known about the potential loss to the Government
in tax revenues should a credit.or deduction be allowed for political
contributions. However, advocates of a tax benefit consider its effects
in increased citizen participation and in a broader financial base for
parties and candidates so socially desirable that the cost to the govern-
ment would be overshadowed by the resulting moral good and the
stimulatin% effect upon our political system,

I would like to make my position clear with respect to my preference
for a tax credit over a tax deduction. :

A 'tax deduction is an allowance granted from gross income before
actual computation of tax liability. In effeot, it operates on a sliding
scale according to the taxpayer's net income bracket. As the income
bracket rises, less of the contribution is actually made by the taxpayer,
and more of it is borne by the Government. Thus, the higher a con-
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tributor’s income, the more o given deduction: will'save him' in taxes,
‘The effects of the proposls for allowing déductions for political con.
tributions of up to $100,1et’s say, both as to cost to the contributor and
‘revenus loss to the Govérnment, would be determinéd by the tax brack-
ets of those who take the deduction.”” = * cee .

A tax credit, on the other hand, is'an alléwance taken from the final
tax liability, itself.. It operates in such fashion that every taxpayer
“arge or small, would ‘derive the same benefit for the same amount of
contribution. The revenue loss to the Government is a function of the
number of contributions made and ¢redits sought on tax returns, not
of income levels or tax brackets. If a $10tax credit were allowed for
example, every contributor, regardless of income, would be entitled to
subtract up to the credited amount from his total tax bill.

A tax credit, in my judgment, is'more equitable and would be more
appealing tothe average citizen. , ,

“ou have before the committee several bills proposing tax credits,
tax deductions, or both. As Senator Williams pointed out and Senator
Morton stated, it may be necessary to form a combination of these
things toarrive at the best solution. ~ _ :

In addition, there is S. 3496, which would authorize the direct appro-
priation of funds from the Treasury to help defray the costs of presi-
dential campaigns., .

I am a little fearful about this provision, because I think it is more
than just a problem of the cost of presidential campaigns; even tliough
Senator Long dlccl('f)oint out that if the presidential campaigns were
aderkuately financed, then other efforts could go toward the raising of
funds for congressional campaigns. _ -

I am not here today to criti‘cize‘ai(liy of the specific mensures pending
before.the committee and readily admit that. the subject of tax incen-
tives for campaign contributions is so broad and complex that I and
all Members of the Congress must remain flexible in our judgments
so as to achieve the most effective and responsible legislation.

I am delighted that this long-needed reform, which would deal with
the political realities of the second half'of the 20th century, appears to
have gained great momentum during’the current session of this Con-
Eress. Certainly the subject of campaign contributions'is one which

as needed overhauling for a generation, and it'is my hope that the
fresh concern which has been expressed this year will result in the
adoption of a specific plan of action. I am certain the committes will
want to explore every possible opportunity to achieve the desired
results. The committee may wish to revise or combine the several
proposalsnow beforeit. L

It may be that an alternative formula allowing either a tax credit
of not to exceed $10 or a tax deduction of not to exceed $100 would
better serve the interests of both our citizens and our Government.

However, at this time I believe that a tax credit is the better choice
and would commend to the members of this committee title IV of
S. 2541, a bill which I introduced last yéar and which recently was
repo from the Committee on Rul¢s. and Administration. That
bill is essentially an election reform measure, but title IV provides for
a tax credit of one-half of the amount of a political contribution, but
not to exceed $10 for any taxable year. T
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. The tax credit provision.in my bill would permit the tax. credit to
be applied to any goxitributl,op; madeto: . ... L L
(1) An individual whose name is presented for election as President
of the United States, Vice President of the United States, an elector
for President or Vice President of the United States, a Member of the
Senate, or a Member of the House of Representatives (includmg a
delegate to the House of Representatives) in a general or specijal elec-
tion, in & ]i)‘rlmary election, or 1n a convention of a political party, for
use' i)y, such individual to f,urther his candidagy for an‘f such. office ; or
(2) to a committee acting in behalf of an individual or individuals
described in paragraph (1), for use by such committee to further the
candidacy of such individual or individuals.

- Any political contribution would be allowed as a tax credit only if
verified in such manner as the Secretary of the Treasury or his delegate
should prescribe by .regulations.

Now, I heard an objection made earlier that this might result in
undue influence if an individual had to disclose on the form what
;Imrticul_ar candidate or what political party he was contributing to.

think, the Treasury Department could certainly work out some
method of reporting or claiming a credit without running the risk of
disclosing to computers what political leanings the particular indi-

vidualhas, - ..~ = o 4

The Subcommittee on Privileges and Elections—— _

- The CHarrymaN. Might I say, Senator Cannon, on that point, there
are some States that have laws that require you to file a copy of your
Federal income tax along with your State income tax so they can cross-
check you. In a State of this sort, if a Governor wanted to, he could
just go over there and make that tax collector pull that tax form and
findout how youvoted., . ., ... . .. » N

. Senator, WirLians, ; Or he could save himself a lot of trouble and go
over to the_ election board and make them tell him how everybody
is registered.,, So I think that argument would not stand. .

- Many people make contributions on both sides of the fence anyway.

. Senator CANNON. .1 was going to sawou\ know .of the study. that
was made a_few years ago by the Subcommittes on Privileges and
Elections. I do notcbelieve the report has ever been officially adopted
by the Senate, it was obvious that a number of big contributors were
giving to both.political parties,: In other words, they were helping
onbogmsidesoftheferloe. o : x
. Senator WirLiams,. 1 have aiwaygfelt that in many of the States’
registration, it should not be required for a man to state how he intends
to vote in a general election or cast a vote. But nevertheless that is the
law in most States, and in.onr State. =~

The CuaRMAN: Let me tell you what I have in mind. I am not
talking about atheory, I am talking about a fact..- I am not saying the
law couldn’t be amended to correct that. You might find a way to get
aroundthis, = = .- - o :

. The State law requires you to file this Federal income tax, a copy
of 1t,.&]on%thh .{our. State income tax, so they can see if you are
telling the Federal Government the same thing you are telling them,
All that Governor has to do if he wants to find out how you voted, who
you contributed to, is go over and—-
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Senator WiLriams. He still does not knéw how you voted.  He only
knows £3w you contribyted. Hé can find out today'how you ‘are:
registered. S LT T

e CHarMAN. T agree, but Senator Morton just got through ‘sayi%% |
that a man who contributes money to you is going to vote for you. 1f
he feels that way, he is going—s~ <~ ¢ -~ " i

“Senator CANNON. Some of these peopls are going to have a difficult’
time, because they have contributed to bothsides. -~ e
" Senator Curtis. Is not the thing ‘that Wwe 'want to éncourage for’
people to make a contribution in sﬂp‘l}:ort; of the governmental princi-
ples in which they believe? And I thiitk that it would be just odd to
say that you can have a tax benéfit for having contributed to your
church or to & hospital, but you do not have to disclose what it was. I
do not think that this secrecy is necessary at all. I believe what wo
want to encourage is that people with cotivictions and principlesand a
desire to participate in governmental affairs get a tax credit and not
necessarily are we concerned about. the individual who is ¢ontributing
for the pux"%)rose of currying favor on'one or two individuals, '

Senator WiLrrams. If his contribution is made to a candidate and
he is ashamed of having made that contribution, he is better to have
ke%t it in the first place. : - .

ow, I gather that the Senator is endorsing, more or less, the idea
that a tax incentive at least be coupled with it. ' A proposal along that
line was introduced by me in February under S. 2965." It su% ted
that 70 percent of the first $25 be a tax credit and the other $75 be &
deduction, with no particular provision, as you stated, being wedded to
theﬁgures;itismbrebrless‘thp]irinci e, - o

I, too, was inclined to think that if you could have a'flat tax credit
on the first $10 or something, it may be a greater incentive. But
regardless of that, I do think we'have a problem here. ' One thing that
intrigues me and interests me very much on the contribution side of it
or the tax incentive either, i)uttipg‘that on the'tax return, we would
have eliminated automatically 90 percent of the problem we now have
on actual and factual reporting by the various committees that have
been created at State, National and local levels for'raising campai
funds for individuals. Because if you once adopt this tax credit
gystem or a deduction system, either, where John Doe is'puttmg on
his tax return that he made a contribution to Mr. X as a candi ate,
Mr. X has automatically to file an accurate return of all of his con-
tributions, because he knows John Doe is gIQ:ng to claim that par-
ticular contribution on his tax return. The Treasury Department, in
relatinf your contribution to my campaign, would examine my reports
as filed on my campaign expenditures. And if I had not included
your contribution, I would be in income tax trouble automatically.

So I think that the reporting requirement as provided for in the
bill before the Rules Committes that was considered and recommended
by the President and which applies to all of the committees, regardless
of whether they are-constituted at the local or State level, is very
important. I support it wholeheartedly. - Nevertheless, once wé adopt
as a part of our revenue laws an allowance for contributions to polit-
ical parties or to candidates or to political committees of our choics,
that party and that committes must, in self-protection, make an ac-
curate reporting of all of their income and expenditures in order to
protect themselves against the charge of tax fraud.
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*Would that not automatically follow; to a large extent? -

- Senator CanNoN. Yes, it would be very true, the statement the Sen-
ator has made. Of ¢ourse, ac'cbi'din%ly, it “would require a- inodifica-
tion of our’ present eléction laws. ‘They are cOm‘pleteg unrealistic.
The limits on amounts that can be spent by the national committees,
the limits on amounts that can be sffnt by Senators, candidates for
the Senate and candidates for the House of Representatives—these
result in the devious methods of: creating multiple committees and
operations of this nature so that the candidate himself is not technically
in violation of the law. It is'one part of a very broad reform of the’
election laws along with this particular action on tax incentiyes.

Senator Wir.Liams. Thers i¥no question about that, and I think that
should be done. But the pointI-am making is that this would force
us in that direction, because all of this multitude of committees, in self-

reservation, would have to file an accurate return because theéy would
Euow the contributors were going to claim it as a tax credit and they
would have to be sure that all of that money which was claimed on
somebody’s tax return throughout the country would be reflected in
their reporting. = ' , o

So I think this would foré¢e us over into complete, detailed, accurate
reporting on the Eart of all committees, whether it be at the National or
State level. I think that was one of the suggestions embodied in the
contributions. ' S ST .

The tax incentive would force us into that position where we would
have to have public disclosures of all contributions and expenditures.

' Senator Cannon. AsT said, I am'not wedded to this proposal. The
Subcommittee on Privileges and Elections has given much attention
to this and other subjects which are part of the overall problem.
Basically, I think there is more agreement than disagreement on our
twofold objectives, which are, first, to attain the broadest possible
voter participation in campaign financing, and, second, to diminish
the financial obligations or indebtedness to which many candidates may
be vulnerable under our present system which, in the context of our
- changing society, favors the large contributor. o

It has already been pointed out the way the campaign costs have
increased. I heard Senator. Morton answer to Senator Anderson in
response to & question as to whether or not it was because of the high
cost of television. He seemed to lay the blame on many other things.
And while it is in part based on many things, I think the high cost
of television is.the one factor most directly responsible for the rising
cost, the tremendous rise in costs at the present time.

_Senator ANpERSON. Senator Cannon, you and I may have different
viewpoints -than Senator Morton, because in our States, they are
sparsely poptilated and you can get them around a television set very

vickly, whereas in Kentucky, you can pick out pockets and be in

ront of people in a short time. I remember a representative of one
of the New England States said he was never more than 30 minutes
away from his farthest voter. At that time, it took us 214 days to
get across the State by train. ‘ ,

. Senator WiLrianms, There may be a need for additional legislation
in addition to any of the measures proposed here to really correct
this problem. The question may be asked, why do not some of the
proposals that the chairman of the committee or some that I have
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introduced embrace public disclosure? - What comes under the juris-
diction of other committees. . That' is the reason this has'to be done
separately, yet they should be considered as a package; because all.
of them together are tied together and it is essential if we are going
to make one step, wo take all of the steps to clear up this particular
problem. L : . ’ '

. Senator CanNoN. The Senator is certainly correct. I am sure that
this committee will give careful study to all the progosals pending
before it directly toward accomplishing the most good for our citizens
and our Government in recommending legislation. While S. 2541
is not officially before your committee, I certainly hope that you will
give title IV of that bill the benefit of,your considération during the
course of your inquiries and deliberations,” .. .= = . .

As I said before, I am not inflexibly. wedded to that. Senator Wil-
liams’ proposal was somewhat. similar. I proposed a 50 percent tax
credit. I think yours-was 70 percent. | L :

..Senator Wirriams. But I would not care whether it is 50 or 70
peSenator CannoN. Maybe a part tax credit and part deduction. But.
I think the main point is that we are pretty well in agreement that
something hastobedone. = S o

. As Senator Williams has well pointed out, if we act, in this ares,
then we are concurrently going to have to take action to modify the
ather provisions of the electiop, law, and many of those measures have
been submitted. I have stated, and Senator Curtis is well aware of it
as & member of the Rules Committee, that we intend to hold further
hearings on the proposals that; are.before us going into some of the
particular provisions that my bill, S, 2541, does not.cover. That bill
13, identical to one that was itroduced a number of years ago. We
had Jong hearings and finally came out with 2 bill that we thought we
could get .. We got it past the Senate, but in the process had
to drop the tax provision, because it was subject to a ]Il)oint of order
by. the Finance Committee: We were hopeful then that the House
committee would act on it and I urged the members of the. Admin-
istration Committee over there to.put the tax credit back in and
thought they were going to do it, but they never did take any action
atall. So we had our handstied overa period of time. .

Senator ‘WiLrLiams, Recognizing. that responsibility is the reason
that tax credit or tax deduction, whichever we decide on, is before
‘the committee and the plan is to see that it is offered as an amendment
to a bill which will be reported. by this committee, which is the only
manner in which the Senate can proceed on that particular point.

_The CHarMAN. Senator Cannon, I want to brm%lup a practical
thought here and throw it out for your reaction. The thought occurred
to me that if we passed one of these plans to make it easier to finance.
senatorial and con ional campaigns, it is not going to be too popu-
lar in the other body. The reason I think that is we have a lot of out-
standing people in the-House who have to run every 2 years and who

frequently have no opposition. One reason they do not is because it
costs their opponent money to run against them. If they make it very
easy to raise this money by enacting a tax stimulant it just might be
that they will be guaranteed a first-class hustling opponent every time

they run for office every v%_zears. o
g:anabor WiLLians, ich would be good in many instances.
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- The CHAIRMAN:' Yes, but I am not sure it would be popular over
there. . The House made us back down on'a deduction we passed in 1964.
. Now, I notice that a man went all over the State planning a cam-
paign against my senior colleague. After he made the rounds, and
talked to:all the politicians, he issued a statement saying he had de-
. cided not to run because he could not raise the money to make the
campaign, . - o » . _ o
A Gonﬁr‘ewma‘n from Texas recently sent out a solicitation to see
how much money he could raise. He went on teleyision saying, if you
want me to-run, send the money in, but I have to have at least a quar-
ter of a million dollars to get going. He could only raise about $50,000,
so he decided he would not make the race. I think you are probably
familiar withthat. - = - . -~ .. . o
As a practical proposition, I do not know whether our friends over
on the House side want us to pass a tax stimulant to help them finance
their campaigns because it also helps their opposition to finance,
Senator Wirriams, There are a lot of people who would not want to
pass a bill that would automatically require public disclosure of all the
receipts and expenditures. - But nevertheless, the time is long overdue
for us to approach it. I do not think that in solving this problem or
trying to reach a solution to this problem, we should try to adopt
a plan which will perpetuate the incumbents in office and prevent any-
one from trying.to replace some of us, We are not indispensable, any
of us. I think this democratic system of government has as much duty
to give the opposition an equal opportunity to express his philosophy of
government as to why some of us as incumbents should be replaced, as
we do to pass a bill which will help perpetuate ourselves in power.
Otherwise, I think we defeat the whole purpose for which we are here.
The CHAIRMAN. All I am saying is that is just one of the practical
problems, I just threw it out there because I thought you might want
to give us your reaction to it, ‘ ' ,
enator CannoN. Of course, you have indicated that that may be
a problem in the other body. "I would not undertake to attempt to
speak for them. DBut I would say along tlie lines of Senator Williams’
statement, I think the point we are trying to get at here is that the
high' cost of campaigns should not necessarily give somebody 'a vésted
interest or a vested right to stay in office, let us say, simply because
nobody else can raise that. amount of money to run’against him, be-
cause then we get back to the old philosophy that onl{, the vory wealthy
can ever be in office in this country, can afford to be in oftice, I do
not think that is the basic principle upon which our political system is
founded, and I think you have to' devise some method so that anyone
who disagrees can have that right or thé opportunity, at least, not to
be précluded from making an attemf)t simpl({ because the costs are
high and theéy have no way of m’isinF those funds. '
The CHAIRrMAN, One thing we have not discussed at all, Senator
Cannon, is the possibility of givin:{;‘u man o deduction or a tax credit
with regard to money he spends making his own campaign. It
always seemed to me that that is the most sincere money that goes into
& man’s campaign, what he puts up out of his own pocket to pay his
campaign expenses. . :
"Senator WiLLiams.  Again if you adopt that proposal, & man who
has a hundred miillion dollars can very easily put a million dollars in
his campaign to elect himself as a Senator or Governor if he can

a7-873—A8——A
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get:that as a’'tax credit, You will-'end up with a situation ‘_w'l‘\;ere”lg;ou
will have nothing but multimillionaires able to run a campalgn. .That
again is exactly what we are tryin ‘toget..away from. '\We do fot
want a situdation where a man has to be able to put up a million dollarg
for the governorship:or the senatorial nomination fromi‘one of our
large States;orin any State. .- . . - . oo
think that whatever solution we write out here, we have to.get
some solution where a man can attract the imagination of the people
so that they are willing to put up their $5 and help finance his cam-
paign. We need some method -where that' man can move out of the
unknown and sell his ‘philosophy of government and: the: people can
get behind him if they want to, Put up theiir money and’elect that man
and get the same credit as if they are trying to perpetuate the
incumbent,. - - . o T e Ci e

T personally would not support any of these proposals if it- does
not extetid to our opposition the same benéfits and opportunities to
replace us that we have to continue ourselves in H:ower. C

he Cuatratan. Might I say with regard to the suggestions I made
about allowing a person a credit or a deduction against his‘own income
taxes for expenses he spent in seeking public office, if you did it just
with regard to Federal officials—Congress, Senators—and you limited
that, let’s say, to $3,000, $5,000, you would not have the ssme problem
you are talking about in connection with the millionaire.

Incidentally, Senator Cannon, I think you do tend to agree with
the idea that it would be best that in the financing of a campaign, a man
elected should be equally indebted to all the electorate rather than
have a special obligation to an economic segment of the country?

Senator CANNON. Absolutely, I agree with that.

Althou%h I pointed out that Senator Morton made & very good stute-
ment on that, that people generally, when groups or people support
you, they do not support you for what they think you are going to
do for them or what they are going to get out of you; they do-it be-
cause they agres with the tyﬁe of philosophy that you represent or
they disagree with that which yotir opponent represents, and not on
that narrow self-interest base that some people have indicated.

The Cuamman. Here is one thing that does concern me about these
tax credit and tax deduction proposals. Applied to the professional
group like the doctors who have been making a tremendous effort
against the:medicare proposal, for example, it would work very well
for them because they could take this deduction and it would be worth,
perhaps, anywhere from 50 to 70 cents on the dollar as a deduction, or
more as a tax credit. But on the other hand, you do have old people,
perhaps 19 million, who pay little or no income tax. For those people,
a tax credit or even & tax deduction is rather meaningless as an incen-
tive because they really do not pay Federal income tax. The sugges-
tion I make does get those people, on a vote-for-vote basis, the same
])ower or same influence, at least for one election, that everybody else
1ms. It does tend to reach those people you could not reach with a
tax credit.

Senator WiLLriams. Of course, one solution would be to stop the
Eropaganda of private interests and at the same time, stop the Federal

overnment from using the taxpayers’ money to propagandize their
side of an issue and instead to vote for a proposal on its merits, rather
than on the basis of who could put out the most propaganda.
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.Senator CANNON, I think if it got to the issue of which side put out
the most propaganda, we are well aware of what happened there. I
think that issue that Senator. Anderson handled so well was passed on
its merits. : . _

- But Senator Long makes a good point on the point that there are a
lot of people who are not required to pay any Federal income tax. Of
course, they might still be willing to enter into these campaigns and
sup[iort someone they helieved in. His progosntlon in that respect
would give perhaps a broader coverage or a broader opportunity for
coverage, even though they are not paying for {)art of it, than some of
the others, although that particular proposal 1 do not favor, because
I think it only gets to a part of the problem, as I say. You can talk
about the presidential elections. This is only a part of it. I think you
have to consider all of the Federal elections that are involved.

The CramrmaN. Let me just ask one more question with regard to
the tax credit and the deduction.. How do you propose to be sure that
the person actually made the contribution? . : -

.Senator CANNON. This is a matter for the Internal Revenue Service,
or Treasury, to devise a reporting form or receipt form. They have
methods of checking now on deductions that are claimed and in some
cases require people to verifly them. I am sure they could work up a
satisfactory system that would eliminate any broad abuses of it,

Senator ANpErsoN. All they have to do is follow the present rules
and systems of it, when you file the income tax, how much did you give
to the church, how much to this. You have a record of every one of
them, if you are going to be careful at all of your funds. This would
be the same way, you would keep track of it. You have no trouble keep-
ing track of donations, because the State requires the same form, al-
most, as does the Federal Government. It could be made that easy.

Senator Curtis. Mr. Chairman, I would commend the distinguished
Senator from Nevada for the work he has done toward improving our
election laws, Many proposals have been made. I think all of them
have a great amount of merit. The Senator from Nevada has advanced
a bill that is possible to administer. It would make very definite im-
provements in our election laws, -

Is it not true, Mr. Cannon, that one of the objectives that your pro-
posal would be to make it possible to carry on a campaign without
resorting to devious methods or a multiplicity of committees in order
to be a‘bﬁa to handle enough money to carry on an honest or a thorough
campaign ? '

Senator CANNoN. That is very correct. I want to thank the Senator
for his kind remarks. Senator Curtis served on the Privileges and
Elections Subcommittee with me for a number of years and was of
great assistance in trying to correct some of these abuses that now
exist. This is a step along the way. It may not be the ultimate, but
certainly, we are trying to proceed and we have a difficult time making
any progress at all. But you have to take these steps. You have to
learn to crawl before you can learn to walk.

Senator Curris. Is this not true, that while there are contributions
and expenditures that very justly should be criticized, on the other
hand, there are millions of péople who make a political contribution at
the present time who do so motivated solely because they want to sup-
port the political principles and the governmental principles in which

they believe ¢
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" 'Senntor CANNoN. The Senator is absolutély correct, . =1

* Senator Curris. And isn’t it-also true that many-thousands of indi-
viduals serve as solicitors'of political fiinds and ‘as treasurers of ¢om-
mittees who do so without any ulterior motive _ SERIER RS
-~ Senator CanNoN. Absolately. - These people have no interest other
than a like for a cindiddte or a'party and a willingness to involve them.
selves and participate in theelection process, « /= = v~ - =

" Senator Curtis. Yes.: And while we must devise means to'eliminate
practices that smack of corruption’ or something: that is not in the
public intérest, it is also important that we not:weight down the giver
or the individual who' solicits the.funds or‘the local treasurer that
handles ?,them, with such redtape that it becomes harassment; is that
nottraet © e oeti ol S

Senator CANNON: That is absolutely’cofrect. ” You are going: to
hear more 6n that from ore'of your witnesses here. I read Mr. Barr’s
statement earlier today and I was rather amused by the point that he is
going to tell you—that when' he served as treasurer of a political com-
mittee, ho was mighty glad when the statute of limitations had run,
because there are o lot of intherent difficulties in the system now—and
as Senator Curtis pointed out, we do not want'to discourage peopls
from participating in this type of activity, because it is good for the
country, good for the political system; aind-it is good for the people
who are engaged in running for public office. '

Senator Curtis. What we seek is not only fair tax consideration to
encourage a broad participation but that the other requirements, with
reference to reporting and so on, should have as their objective the
enco;nraging of broad participation in political activities; 1s that not
true

Senator CannoN. I think that is one of the key objectives, as I
indicated, to get as broad a participation in political activities as we
can. If you get a person interested even to the extent of making a
$10 contribution, you know that he is going to be very interested in
the election and in the outcome of it. You are not going to have to
worry, as was indicated earlier, about izetting such contributors to the
polls.  You know that they are difectly involved in the election, and
they are interested in the Government and its programs.

Senator Curtis. Do you believe that someone who can well afford
to make a large contribution and who does so without any ulterior
motives at all should ever have to take a chance on being subject to
public ridicule in the press or otherwise for having supported the
principles in which he believes? :

Sggntor Cannon. No. I absolutely agree that a person should
not be.

Senator Curtis, I think that is true. I think that while we may
gain a considerable number of contributors by these methods, and I
am all for that and sul;()port it; at the same time, some of these na-
tional campaigns are like building a church or a library or a hospital.
They require & lot of small donors, but they also require some medium-
sized donors, and they also require some people to give a little more
because they should give more. Many of the large donors—not all of
them—will give without any ulterior motives or without any expecta-
tion of making demands upon Government or upon officeholders.

« o
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-Senator CANNoON. I certainly agree with you, Senator, on that
gdatement. R

“The CramrMaN. Thank you very much, Senator Cannon. -Lef me,
ss & member of this body, thank you for the fine service your are per-
forming on the Rules Committee.- Sometimes I feel those of us in
this’ body have been very unfeir in putting ‘such heavy burdens ‘on
the Rules Committes. 1 think we have given you as many difficult
tasks and thankless chores as it would be fair to inipose on anyone.
You and your members on that committee have done a magnificent
job, and we are very proud of the wonderful job you have done for the
enate in trying to improve our election laws and also to improve
our procedure here. - - E

¥ Senator Cannon, Thank you very much. I af)preciate it.

The CrAIRMAN. Senator Clark istestifying elsewhere,

Senator Smathers has a statemnent here. I would like to ask that
Mr. Vail read this statement, starting at the second paragraph. Sena-
tor Smathers has introduced a'bill and has given quite a bit of thought
toit.

STATEMENT OF HON. GEORGE A. SMATHERS, A U.S, SENATOR FROM
THE STATE OF FLORIDA, AS READ BY TOM VAIL, CHIEF COUNSEL,
SENATE COMMITTEE ON FINANCE

Mr, VamL (reading). Mr. Chairman, S. 2006 which I introduced on
May 21 and which 18 in line with the recommendations of the Presi-
dent’s Bipartisan Commission on Campaigh Costs would be an impor-
tant step in enlarging the role of the average voter in the selection of
public officials. .

Federal law has yet to provide the means for widening the base of
financial support for political campaigns. We have heard over the
years many sound arguments for widespread financial support, but
thus far there have been no legislative enactments to further this
cause,

Legislation providing a tax incentive to small contributors is neces-
sary to meet the costs of modern political campaigns without “invit-
ing the undue influence of large contributors,” as the President put it
in his message of May 26, 1966. It is equally necessary if we are to
reach the goal of encouraging our citizens to more actively participate
in the political process. )

In my opinion, Mr. Chairman, wider public participation in cam-
paign financing is as important to the American political process as
efforts to increase registration and to get out the vote.

We have, for too long, heard the oratory about broadening political
financing and, for too long, we have effectively tuned out the message.

Each year 1t becomes more apparent that expanded sources of fi-
nancing campaigns are necessary because the costs soar ever higher.
Yot we -have done nothing to enlarge the role of the average voter in
selecting public officials ; we have done nothing to assure men of modest
means that they can seek public office without relying on the largess of
a few wealthy contributors,

These issues go to the very heart of a free society. We dare not
delay any longer. f
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" As Prof. Alexander Heard, dean of the University: of North.Caro-
lina Graduate School and former Chairman of the President’s Com.
mission on Campaign Costs, wrote in-a definitivé book on the subject:
* ¢ + campalgn expenditares must be recognized &8 vital to'the Ametican way
of choosing publi¢ officials.. The ‘expenditures are inherently neither good ot
bad, neither high nor low, They are simply necessary, . And in the United States
they can easily be met. e AT . R
- They can most-essily and fairly be met, I submit, through tax-in-
cﬁntives such as are embodied in S. 2008. This bill would do two
things: o i T I Lt
. Oxgxg. Allow a maximum tax credit of $10 per taxable years per indi-
vidual or $20 in the case of a hushand and wife filing a joint return.
Two. Allotv, in the alternative, a maximum:tax deduction. of $500
for any taxable year. . S P R
- The taxpayer would be able to elect whether he would take, a tax
deduction or a tax eredit. - In this way, the proposed bill would pro-
gidekequibable treatment to all our citizens, irrespective of their tax
racket. . o
This is positive legislation—not prohibitive. And while I am aware
that there are several alternative approaches to the manner in which
legislation should be enacted to stimulate widespread contributions, it
is my belief that S. 2006 provides greater equity by offering the choice
of a tax credit not to exceed $20 per cotiple or a dediuiction not to
exceed $500. - e
- To those who would be reluctant to-adopt this new. approach to an
old problem, let me say that encouraging donations to support politi-
cal campaigns through the tax law is not altogether unknown. Sev-
eral States have had laws for some years permitting deductions from
personal income taxes for Qlitica{ donations. Minnesota adopted
such a law in 1955 and California so acted in 1957. I would remind
the distinguished committee that the late President Kennedy, in an
April 30, 1963, letter to the President of the Senate, urged Congress
to give prompt and favorable consideration to a proposal like the one
which I have introduced. o L
I now make a similar urginlg to the committes to act favorably upon
a measure such as S. 2006. I am confident that contributions by the
public to persons seeking Politica] office will be greater and the Ameri-
g{lﬁ political climate will be made healthier by the passage of this
il ,
The CrairaaN. Thank you very much., |
Mr, Jos Barr, Under Secretary of the Treasury, is here to explain
the Treasury position on this bill. o . |
I notice you are accompanied by Mr. Surrey, Mr. Barr. I am
happy to see you brought the first team up here. .

STATEMENT OF HON. JOSEPH W. BARR, UNDER SECRETARY OF
THE TREASURY ; ACCOMPANIED BY STANLEY §. SURREY, ASSIST-
~ ANT SECRETARY OF THE TREASURY FOR TAX POLICY

Mr. Bare. Before I begi'n my teStimoxiy, Mr, Chairman, I want to
assure the committee that I do not want to shatter the feeling of har-
mony that has been dlspluix;ed by the committe. members this momix}g.

0

I know I speak for the President when I say that his desire to
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something in thisaréa is equal to yours. * The plan he lias:proposed is
S tax thoentive Blan. - Ad Sonator Willinms ponted out, 1t sght take
a.combination of this, plan with other plans to accomplish the desired
objective. . The only. thing I want to recommend. to ‘{ou ig that you
continue this study you have started and; in doing so, I hope that you
ive serious ¢onsideration to the plan the President put forward in
ismessage to the Congress on thissubjeet. ... - . .~ . = . .
. Mr. Chairman and members of ‘theicommittee, I.za})p_reci_a:te‘ this
opportunity to ,npﬁ)ear, before youtzsresen_t, the views of the Treasury
Department on the problem of Federal support for political cam-
paign financing.: -An ap{)ropmate solution to this problem is vital to
the integrity of political fundraising and to more meaningful .par-
ticipation by the electorate in the political process. ., o
.- I am not without some personal experience in this whole subject.
Iserved as the treasurer of the Marion County, Ind., Democratic Cen-
tral Committee from 1952 to 1956. I served as the treasurer of the
Welch for Governor Committee in' 1956. I, of course, was subject to
the current laws governing political contributions while I served as a
Member of the 86th Congress. S . .

It is my personal opinion, and not necessarily the view of the
Treasury or of the administration, that the most dangerous thing
an American citizen can do in public life is to act as a treasurer for
a political party. One may have the best intentions of the world, but
the unreality of present law and the contradictions that it contains
literally constitute a beartrai) for the most honest of citizens. I will
confess that never was I so relieved when the statute of limitations ran
on my tenure as treasurer of a political party, in spite of the fact that
I felt at the time that I was performing a service that was necessary to
the proper functioning of the election processes of this country.

I have learned that one can be defeated as a Congressman without
destroyin% his reputation or his credit worthiness. A reasonable
asmount of prudence should keep one from the perils of impeachment
while serving as Under Secretary of the Treasury. The occasional
disagreements and attacks which are the natural results of public
service can be borne. However, the hazards to which an honest and
consciéntious man exposes himself when he acts as the treasurer of a
political party are in my opinion almost unsupportable. Therefore, I
speak not -only for the administration but with a %geat degree of
personal prejudice in the hope that something can be done in this
extremely important, but extremely difficult area, :

For many years it has been racognized that existing Federal laws
pertaining to restrictions on, and the disclosure of, political cam-
paign finances have been ineffective. At the same time the soaring
costs of campaigns for electiye public office have contributed to the
circumvention of present limitations. Because substantial campaign
expenditures, in this age of mass communications media, are neces-
sary to insure the existence of an informed electorate, it is important
that a coordinated solution to both problems be found. o

Recognizing the importance of these matters to the basic fabric
Otfa at.e:flree society, President Johnson, in-his state of the Union message,
8 : : :

- As the process of election becomes more complex and costly, we must make it
possible for those without personal wealth to enter public life without being
obligated to a few large contributors. ’
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Therefore I will submit legislation to revise the present unrealistic restrictions
on contributions—to prohibit the endless proliferation of committees, bringing
local and state committees under the act—to attach strong teeth and severe
penalties to the réquirement of full disclosure.of contributions—ard to broaden
the participation of the people, tbrough added tax incentives; to stimulate small
contributions to the party and to-the candidate of théir.choice. © .. - . ..

Pursuant to this %ledg'é, ‘the President submitted to‘the Congress a

roposed Election Reform Act of 1966.. This proposed act - would
invigorate the laws concerned ‘with the disclosure of politichl' contri-
butions and expenditures as well as thé limitations on political ¢ontri.
butions, The proposals are designed:to obviate the possibility that
small groups o aﬂﬁxent men can, by their wealth, achieve undue politi-
cal influence. . o e

An affirmative approach is also necessary to insure ‘that political

¥a'rtiés ‘and candidates will have adequate financial resotirces derived
rom large segments of the population. ‘Accordingly, to complement
the other proposals contained in the election reform legislation, ‘the
President Eas recommended a-tax deduction for political contributions.

This tax incentive serves the primary purpose of encouraging greater
sublic partici;mtion in the political process and thereby reducing the

ependence -of elected public officials on wealthfv contributors.

A deduction from gross income, not in excess of $100 per year, would
be allowed to individuals for qualified political contributions. This
maximum would be $50 in the case of a married individual filing &
separate return. ' ‘

ince the deduction would be available even to those taxpayers who
claim the standard deduction, the incentive has a potential effect on
all taxpayers, and ot only to the 50 percent of taxpayers who itemize
their tax Adeciuctions. This is consistent with the need to stimulate
broad public participation in the political process.

The proposal would apply to contributions made to any organization
organized and operated exclusively for the purpose of influencing the
election of one or more individuals to any 'public officé, and ‘to any
candidate for any elective public oftice, whether at the Fedéral, State, or
local level. Qualified recipients of deductible political contributions
would, therefore, cover the spectrum of political office. Thisapproach
should foster the full and free discussion of governmental affairs which
isbasic to a democratic system, o .

. It is estimated that the revenue loss whith would result from enact-
ment of this proposal would be approximately $50 million.in a presi-
dential election year, and would average $25 million over a 4-year
cycle, from one presidential year to another, ' .
~ The extent to which this gro osal will increase campaign funds
cannot be accurately estimated. . We believe, however, that the favor-
able attitude of the Government toward political contributions mani-
fested by this proposal will encourage small contribuitions, It should
also encourage political organizations to devote greater efforts on small
contribution fundraising. L

We recognize that other possible solutions to this problem have been
suggested. The distin'guisged chairman of this committee has intro-
duced a bill which would provide funds'to political parties for pres:-
dential campaign purposes by direct grants computed on the basis of
popular vote. Others have su%rlgestcd & matching incentive plan under
which the Government would pay directly to political parties or
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candidates amounts equivalent to small contributions they receive.
These hearings provide an opport'unit(‘g for public discussion dnd
evaluation of all reasonable proposals. Our goal is 4 common orie—to
provide the best methods possible to achieve the desiréd résults,

I want to make clear that the problem of incentives for political
contributions is directly tied to the needed reforms in our obsolete laws
dealing with- the disclosure of, and the restrictions on, campaign fi-
nances. Increased levels of political contributions and greater partici-

ation in political affairs, absent necessary safeguards in the public:
interest, would only intensify the existing problems,
_ Therefore, we urge the Congress to enact the balanced program set
forth in President Johnson’s proposed Election Reform Act of 1966.

The CrrairyaN. One or two thoughts occurred to me about this pro-

posal, Mv. Bary. I wonder why we want to provide a Federal deduc-
tion to stimulate the financing of local and State elections? Why not
just let the State worry about that? It would seem to me that the cost
of running a race for county commissioner or mayor of a small city
would more appropriately be a- matter of State concern, not national
concern. R - S :
. Mr. Barr. Mr. Chairman, T agree that this-is a debatable issue.
However, it was our conclusion that this whole area of public moralit
and the influence of contributors on political candidates was of sucl
overriding importance. that we were willing not merely to: confine
ourselves to the Federal level but to extend this benefit to the whole
spectrum of political activity. T

Senator Curris. Mr, Chairman, would you yield to me right there?

- The Cuamrmay. - Yes., CL S

. Senator Curtis, Is it not also a matter of practicality in claimin§ the

deduction. and handling it? T am referring to the case of a local
committee which raises funds and they su{)port the county candidates,
the State and the national candidates. It-would be most confusing
for a taxpayer to have to allocate a $10 contribution to find out what
portion of it went to Federal candidates. - Is that not true? '

Mr. Barr. That is a practical difficulty, Senator. .

Senator Curtis. I think it hasto go to all of them. .

The Cuarraan. Well, suppose a.fellow. running for mayor. in a
Prlmary,campaign just raised a world of money over and beyond what
his actual expenses were, sticks about half of it in his pocket-and keeps
it. Then that puts you in the business in the Treasury of trackin
that fellow down, getting an accounting from him, putting him in jai
for a primary—— : : S

Senator WiLLams., You arealready in that business, are younot?

Mr. Barr. Yes; sir; technically. Senator Long is referring to
primaries. Actually, Senator Williams, it is extremely difficult for
the Internal Revenue Service to audit all the primary. candidates in
this country. T cannot claim a performance of 100 percent: . |

The chairman has pointed out something that has intrigued me for
many years. I think the best way to make money out of politics is to
be in-active contention for elective office and not get elected. but save
the money youdonot spend. - :

The CuarmaN. . I know a politician running for office right now in
my State. How much does he owe you? About a quarter of a million
dollars, something like that or is that a secret?

Mr. Barg. I think I prefer not to comment on it here, Senator.
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The CrairmMan. He owes you a great deal of money, does he not{
Mr. Barr, I am not aware of this person you are talk_miif about. -
Senator WiLrLiams. Whether he is a candidate or whet. 'Eer.he' is not,
{m owes the money and your job is to collect it and you will be col-
ecting it. | : .
Mr. Barr, Thatisright. _ o
Senator WiLriams. At least you should be collecting it. =~ -
The CuammaN, Let’s talk frankly about what I have in mind,
I would say the politician is about as honest as the average business.
man, not & lot better, not a lot worse. We have some bad apples in our
gggine?s, so does the business area, so do labor people, so does every-
else. ’ S
' B)i’xt, there are people raising money for campaigns who when the
campaign is over with, hope to. have some of it left-to put in their
pocket. If it is not deductible for the fellow contributing it, they do
not réport that, they do not report how they spent that or how much
thsiy have left over. . ‘ : L B
t does occur to me that if we do this, this is going to put the Fed-
eral Government into investigating practically every election that
takes place and insisting upon an accounting and running that mone
down and finding who put it up and how was it spent and what was1
over., ‘ |
Mr. Barr, You do 'point out a difficult point, Mr.' Chairman. In
this bill we have coupled disclosure in the Federal elections with this
tax incentive. We do not have the power, of course, to govern the dis-
closure rules of the ‘States and local candidates. 'That is a difficult
tht:;tégou have pointed out. We are aware of it. It was still our bal-
anced opinion that the overriding importance of suP orting the
whole spectrum of political activities overrode the valid point that

“y

you are making. , ‘ ‘

The Cramrman, If T might just address myself to this, the point I
am fetting at here is when dyou seek to allow this deduction in purely
local elections, in State and city and county elections, then you can-
not administer it properly unless you put a disclosure provision with
it. So then when you get your disclosure provision in there, that
then Puts you to doing something that I doubt you have the constitu-
tional right to do, and that is to require disclosure and regulation of a
g;xrely local election. You would be using a Federal tax gimmick

do something which is really not within the proper cognizance of
the Federal Government.

Mr. Barr. I would agree, Mr. Chairman, that in my opinion we do
not have the constitutional right to require disclosure in State and local
elections. Consequently, I think our case for extending this tax benefit
to the State and local elections is weaker than the case for Federal elec-
tions. However, we think it still should be made.

Senator WiLriams. As you allow this deduction for a local candi-
date, while it may be true that you are not under the law requiring lpub-
lie disclosure, that would be up to the State, nevertheless, that local
politician, in self-protection, would have to keep an accurate list of
all the contributions he had received. Otherwise, the John Does who
made those contributions, and claimed it on their tax returns, would
in effect be reporting that man to the Treasury Department. And by
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¢hecking against his tax returns, you could pick up this Louisiana fel-
low you mentioned. =~ - - - -
- The CuamrmaN. You will never get him in jail.

Senator Wirriams. But you can him 1n jail if you enforce the
laws, becausé if a man is a quarter of a million dollars short in his tax
returns, we have tax laws to take care of those people. These corrupt
John Does who are trying to stick this money in their pocket now would
be opening themselves up and be under greater jeopardy with this bill
than without it. That 1s one of the attractive provisions of my bill,
because it would get them., - - o

Mr. Bagr: That is true. You are well aware of the difficulties of ad-
ministering the tax laws in the United States. - The only thing I would
hope, and I'would like the record to show at this print, is that we would
not like to get the Internal Revenue Service into the business of polic-
ing political activity in this country. “We would not want to use the
Internal Revenue :8ystém as a substitute for “proger disclosure laws.

‘Senator WiLrrams. I am not suggesting that. But I am suggesting
that in self-srotection, you and I as John Does would have to keep
such a record to protect ourselves against the possible charge of the
Treasury Department that we had pocketed this.

Further, if this candidate is a candidate for national office, Congres-
sional, Vice President or Presidential office, the Corrupt Practices Act
already m(iluires that he file a list of his contributors over here in our
case with the Secretary of the Senate, a disclosure of the expenses and
the money that has been collected and received. If I file a false report
under this, after this is going, I would not know how many of the con-
tributors would report my name as recipient of their contribution. It
would be vgﬁy easy for the Treasury Department to look at the disclo-
sure list filed with the Secretary of the Senate and also check the re-
ported claimed deductions of the various people, a few of them, on a
spot phegll;: basis and they could very easily pick up the culprit that is
ova it. ' ‘

- Mr. Barr..That is true, sir. It always used to puzzle me as a treas-
urer of a political party—I had had no political experience before
taking that job. Some treasurers would come in with large bundles
of cash. I would say, where did you get all this cash, and they would
start listing lots of people down the line. I did my own spot checkins
on this and they seemed to have good stories because they checke
pug. Bltlit T often wondered if all the cash was coming from the places
indicated. S '

The CrarMaN. If I might just ask another question about this, you
would recognize that these 19 million old people—may not pay any
Federal income tax—although they might pay a cigarette tax or a
whiskey tax or a tax on beer or a tax on gasoline, indirectly, they
might be paying some taxes. Now, the proposal that you have, sir, is
of no interest tothem. How do you justify giving a 70-percent advan-
tage to a wealthy person and no advantage to a poor one?

Mr. Bagr. Senator, as you point out, the Proposal that we advanced
this morning would apply to roughly half the people over 18 years
of age in the United States—roughly 50 million out of the 100 million
over 18. These 50 million people {)la,y income taxes. Although 65
million people file tax returns, 16 million of them owe no taxes. You
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are correct that this approach does not give any benefit at.all to:those
not paying income tax. "Despite th's, however, it would. affect 50
million people and is & way to get at 50 million people who are iriter-
ested in the election process. P e

In answer to your question about the 70 percent factor, we have
attempted to eliminate that by, providing that & maximum deduction
of $100 is all anybody would get. - :

The CuammMAN, Every year?... -

Mr. Bagrr. Every Igeim‘.' . , o :

The CuammaN. Do you think if your proposal becomes law, there
are going to be many people making less than $10,000 a year who will
contribute to these campaigns? . G

Mr. Barr. Certainly the incentive for those making less than $10,000
will not be as great as those in the higher brackets. .

The CHArMAN. Frankly, T have done a lot.of campaign fundrais-
ing, both for myself and for others, Presidents, mayors, just about
anybody who had some interest in it, and sometimes I did not want
to do it, but you just had to. A fellow helps you when you run for
office; you just about have to return the favor. Generally speaking,
I can hn.rdiy recall miy?camﬁaign contribution I raised out of some-
body who was making less than $10,000 & year. I just wondered if
that has been your reaction, trying to finance campaigns.

Mr. Barr. That is very true. As Senator Williams has pointed out,
this proposal gets to about 50 million people. Your proposal, Mr.
Chairman, gets to anyone who votes'in a presidential election. Per-
haps this 1s what you are going to end up with in'this comniittees I
don’t-know. I yould say, however, that we are askin% you to care-
fully consider this extremely difficult problem. - It might take a com-
bination of both approaches, yours and ours, to meet the problem.

The Caairman. Thank you very much, Mr. Barr.

- Mr. Williams? .- . : : BESRE

Senator WiLriayms. I understand that you are endorsing the pro-
posal that was introduced as an amendment on August 8 to H.R. 13103,
the so-called Williams-Johnson proposal ¢ o

Mr. BARrr. In essence, but I should point out there is a slight differ-
ence. I think in your proposal, you provide that candidates must
comply with all State and local laws. 1 find it difficult to debate that
point. ~ I would think'that could be accepted. - .

‘The second difference is that under the administration proposal the
contribution may go to any group that is organized exclusively to in-
fluence or attempt to influence an election. Undeér your proposal, the
contribution must go, in effect, to recognized political parties already
in existence. :

Senator WirLriams. A slight modification on that point was made.
It was called to my attention that under the administration proposal,
an objective neither of us would endorse may be achieved. For 2x-
am{)Ie, the Communist Party could start a political action committee
and become a tax-exempt organization, under the law proposal made
by the administration. I do not think that was intended by either
and I discussed it with some. This modification we put in redefining
the parties confines it to bona fide political parties which can show they
polled 10 percent of the national vote. That has the effect, without
mentioning it, of eliminating a political action committee that may be
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started, say; by the Commiunist Perty or by any other so-called fringe
roup. I think we would be in agreement on that objective with that
modification. IR . -,

Mr. Barr, No,sir. Again, this'is'subject to debate, but the admin-
istration proposal covers contributions'to a party. such' as the Liberal
Party in New York which such contributions would be excluded from
the provision of your amendment. You are correct that there is a
possible objection to the fact that the Nazi Party, the John Birch
léociety and the Communist Party could possibly organize committees
designed exclusively to influence or atitem¥t to influence an election,
back candidates, and still be qualified for the deduction under the ad-
ministrative proposal.

Senator WiLrtams. Do you endorse that?

Mr. Barr. I endorse the administration proposal, sir. I say this
-particular provision is open to debate. _

Senator WrLLiams. You endorse a tax deduction to the political
‘action committees of the Communist Party ¢

Mr. Barr. We know no other way to get around this, Senator, with-
out denying people the right toorganize on a——

Senator gVVILLIAMS. Well, as one who upholds the banner of the
President when he is right, I must say when he moves over in that
direction, I am going to let him go alone.

" Mr. Barr, The administration is not filled with as many people
who have run for elective office as you have here in the Congress and
this is a subject for debate. You have distinguished representatives
from all spectra of political life on this committee, for example, the ex-
‘chairman of a national committee and Senator Anderson, who was a
political county chairman, I think in 1922. While this is the adminis-
tration proposal, and it is the best we can do, we will be content to let
you gentlemen debate this proposal.

Senator WirLiams. In other words, you would not be disappointed
if we correct that defect ?

Mr. Barr. I would be disappointed—but I would not be dismayed.

Senator Corris. May I ask a question ¢

Do I understand that under the administration proposal, the politi-
cal action committee of a labor union could collect funds and disburse
them to influence elections and there would be a deduction, even
though it did not go through a political (Party ora candidate?

Mr. Barr. Senator Curtis, I would doubt that COPE, as it is orga-
nized now would qualify—I am just giving you an opinion without
legal advice. I would think that they would have to form an auxiliary
organization designed exclusively to influence an election, or several
elections, before it would qualify. ‘

Senator Wirrianms. Which it would be easy to do by any organiza-
‘tion, labor unions, Communist Party, John Birch Society, Nazi %’arty?

Mr. BARR, Yes.

Senator WiLriams. You could even have a committee for the assas-
sination of a President, almost.

Senator Corris. But you would, I think, open up an opportunity
for any economic segment of the country, whether it be labor unions,
dentists, architects, or anyone else, to set up a political committes com-
ing within the confines of your definition, spend all of their money to
help elect or defeat candiddtes, and they would not be under the
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jurisdiction of any political party, nor would any candidate have any
control over them, e o - o

Mr, Barr. That is true. The proposal that we have put forward,
Senator, applies to an organization designed to influence an election.
They must support a candidate. You are quite correct, that they would
not necessarily come under the influence or the discipline of a political
party. As I say, this is the proposal that we have come forward with
1n an attempt to include all spectra of political thought, including those
who do not want to operate within a political art{. o

However, I will state again that I agree that the degree of political
expertise is sufficiently high in the U.S. Senate that you can work your
will on this provision. ,

Senator WiLriams. Let mesay the suggestion was made about & com-
bination tax incentive, I have a pro;I)osal which would allow a tax
credit for 70 percent of the first $25. I would not care if it were $10,
Would you care to comment for the record while you are here, in con-
nection with such a tax incentive plan and the problems you may expe-
rience in administering it? I am speaking of a direct tax credit under
a bill introduced about a year ago. I proposed we allow 70 percent of
the first $25 as a tax credit and the next $75 would be a straight
deduction,

Mr. Barr, Yes, sir.

Senator WiLLrams., Senator Cannon, I think, proposed a 50-percent
tax credit for the first $10. But that principle in general, would you
comment on ?

Mr. Barr. Senator Williams, as you are aware, the Treasury takes a
rather dim view of tax credits, e have consistently opposed the

roliferation of tax credits for several reasons—not the least of which
1s the question of priority as to which tax credit comes first,

Senator Curtis, I noticed, in the debate on the floor in June, raised
this point, the question of tax credit.

Our position is clear. If a tax incentive is to be used in this area,
Senator Williams, we prefer a deduction, but to make the deduction
apply to at least 50 million people, it must be gross income. It cannot
apply to the 25 million who do not itemize their returns.

enator WirLiams. I am inclined to agree with you. After I had
introduced this tax credit bill, you talked with me and explained your
problems. That is the reason I subsequently introduced the proposal
limited to a tax deduction. But I thought for the record, we should
get that opinion in here.

Mr. Barr. Thank you.

The CHAIRMAN. I just want to say this, I hear a lot of criticism of
the Federal Government, and I would like to say for the record that I
have served in State government and also in Federal Government. In
my judgment, with all the fault you can find with the Federal Govern-
ment, my impression is it is still a lot more honest than State govern-
ment, and that we do tend to get a higher quality of man. I think one
reason is that some of the men we are %retting, especially in Congress
and even on your end, have been some of our best men in State govern-
ment before they came to the Federal end. In many instances, it is &
promotion. :

For example, we have a lot of men who have been senators and
representatives and generally speaking, those are some of the very

?
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best. My impression is that the Senators and Representatives who
served in the State legislatures and came here wére the cream of the
¢rop in the State legislature. So I think that while we can criticize the
Federal Government, the States have an even greater problem than
the Federal Government in trying to maintain a c’o'mY etely scrupu-
lous administration. I am inclined to think we ought to let them
work it out for themselves on their end and we work ours out.

There is one point. You fellows in the Treasury made a tremendous
%ght against Abraham Ribicoff’s idea to aid education by tax credit.

ou said that was an inefficient way to do it, to go the tax credit route;
let’s do it directly. You can put the help where it is needed more an
do a much more efficient job of it if you use direct Federal aid.

Then somebody, I believe Senator Ribicoff again, came up with this
idea of going the tax route to clean up stream polfution. Again you
said that is not the way to doit. Then this problem about air pollution.
You took the same approach there. And most recently you said direct
Federal assistance is preferable to the use of tax credits for providing
training programs for employees. .

What is your explanation as to why you would favor going the tax
route on political financing rather than to go the direct a,ppro?ria,tion
route to pay the campaign expenses you think should be paid for?

Mvr. Barr. The question is a good one and the recital of the record
is accurate. We have opposed those other programs. The explana-
tion here is that the other areas were narrow areas—at least they did
not apply to all the people. This area applies to all the people in
the United States, whether you have a child or do not have a child,
whether you live near the water or in a desert, and so forth.

Secondly, it was the opinion of the administration that the impor-
tance of this question was so overriding that we were willing to make
an exception in this one particular area.

The Cramman. Thank you very much.

Senator WimLriams. Mr. Barr, I understand that the administration
would welcome an opportunity to have this proposal enacted at this
session of the Congress? .

Mr. Barr. That is correct, sir—this proposal or a combination pro-
posal. This isnot the law of the Medes and Persians. :

Senator WiLriams. I understand that the administration has rec-
ommended a combination proposal including public disclosures and
so forth? ‘

Mr. Barr. Yes, sir. '

Senator WiLrians. I agree that this particular tax proposal does
not solve all the problem. However, the jurisdiction of our committee
is limited to the tax proposal. Very properly, when the adminis-
tration’s recommendation was first introduced in the Senate and re-
ferred to the Rules Committee, I think I am correct in stating that it
eliminated that portion of the President’s proposal which dealt with
the tax problem, because it would not come under the jurisdiction of
the Rules Committee but would come under our committee.

Senator CLark. IfI could interrupt, Senator, I am a member of the
Rules Committee and that is not correct. The entire bill went to the
Rules Committee.

Senator WirLiams. Wasit reported ¢

Senator CrLArR. By a vote of b to 4, it was decided not to even hold
hearings on it.
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‘Senator Witrxays, Then I stand 'corrécted on that point. | It was
the administration bill introduced in the House—H.R. 16317—which
omitted the tax jncentive. Our only opportunity hers is to offer it
as an amendment to a previously passed House bill, as you understand,
I would prefer very much if we could get a chance to'act on it, in &
bill that was gassed by the House after the House considers it first,
In any event, I think we may have an opportunity. here in this com.
mittee to consider it as an amendment to another bill the administra-
tion wants. ' B

Mr, Barr. Senator Willams, as I have stated, we would like to see
this legislation enacted during this session of Congress. But we
would-also like to see the other provisions of the package enacted, too.
Senator Gore made a point in the debate in June that this, standing
alone, could perhaps make the situation worse rather than improve it.
We think the package would improve the whole area, this whole area
that is so difficult. But standing alone, it ¢ould be difficult. So we
are urging the enactment, Senator Wiilian’us, in this session of the
whole package if possible. o \

Senator WiLrzams, I am in complete agreement on the package,
and in addition to that, the proposal that would take care of the
solicitation of civil service employees, which would come under the
jurisdiction of another committee. i’erhaps we could get around
this by offering all of these proposals as an amendment to the same
House-passed bill, because in the Senate, we have no rule of germane-
ness, and perhaps on all of these proposals, we could have a_general,
open session and clear up all of these problems, or many of them, not
only the ones that come under the jurisdiction of this committee. But
v}vlhen it gets to the floor of the Senate, it may be well to include all of
them.

Would you recommend such a procedure in the Senate?

Mr. Barr. Not being a member of this body and very conscious of
the constitutional division of powers, I will stand on my statement.
We would like to see this package enacted. The tactics I will leave in
the hands of you people.

Senator WirLiams. We will try to live up to that and give you the
package down at the White House.

The CeArrMAN. Thank you very much, Mr, Barr,

Senator Clark, we are happy to have you here. We know you are
a very busy man. I hope you managed to get a quorum and enact
the bill you areseeking to get for us.

STATEMENT OF HON. JOSEPH §. CLARK, A U.S. SENATOR FROM THE
STATE OF PENNSYLVANIA

Senator CLArk. Thank you very much.

We did make some progress on the poverty program. I regret very
much that as chairman of that subcommittee, I could not get down
here to testify when I wasscheduled to.

May I say I have been told that a consent agreement has been en-
tered to vote on the McGovern amendment before 1 o’clock, so I would
like to have permission of the committee to have my written testimonz

rinted in full in the record, because I may not be able to get throug
1t all before we have to go to vote,

The CHAIRMAN. Yes.
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Senator Crark. Could I say for the benefit of Senator Williams
that the parliamentary situation with respect to election reform is
fairly complex. Back in 1961 hearings were held in the Rules Com-
mittee on a bill sponsored by Senator Cannon. A couple of weeks ago,
without further Eearin and without any consideration of the admin-
istration bill, or indeed, of my bill, that Cannon bill was reported to
the floor and is now on the calendar. Although the Rules Committee
has no jurisdiction over the matter, it does contain a tax clause.

Senator Wirrrams, The point that I was making, though, is that
strictly speaking, not even the Senate Finance Committee can vote
a Senate bill out and have the Senate consider it embracing a change
innthe Revenue Code. We can only change it by amending a House
bill.

Senator Crark. The Senator, of course, is correct.

Senator WiLriams., The point I was making is even if the Rules
Committee were unanimous on the point, they could not, under our
constitutional arrangement, report a bill embracing a change in the
tax law and send it over to the House and have it considered as a
Senate bill. You have to take a House bill.

Senator Cr.Arg. The Senator is correct.

- Senator WiLrrams. That is the reason I was saying you will have to
approach this as an amendment and not as a direct bill.
enator CrLARk. I think there will have to be a lot of thought given
to the parliamentary tactics and also to the jurisdiction of the three
committees. As I say in my statement, one area we certainly ought
to consider very carefully is television and radio time and how you are
oing to handle that aspect of it. That, of course, would go to the
%ommerce Committzs. So you would have the Rules Committee with
partial jurisdiction, the Finance Committee with partial jurisdiction,
even more limited, because it has to come out of the Ways and Means
Committee in the House first, and the Commerce Committee in the
other area. Perhaps this is something we ought to get that wizard,
Senator Monroney, to work on. But as just a suggestion, maybe what
we ought to do is take the totally inadequate Cannon bill which is now
on the calendar, tie it up with some bill that comes over from the
House and then amend it, so as to put into the bill when it is ready to
be passed whatever suggestions you gentlemen come out with and what
we can persuade the Commerce Committee to give some consideration
to.

Senator Wirtiams. I think you are right, and T was not discussing
these points gust to raise the jurisdictional question. I think the
importance of this problem goes far beyond the question of whether
it comes under the jurisdiction of the Ifinance Committee, the Rules
Committee, or the Commerce Committee. This is a problem for all
of us. I was only speaking from the standpoint that while we can
solve in the Senate the jurisdictional problem between the Rules Com-
mittee and the Commerce Committee, we do have to recognize that the
Constitution gives the House original jurisdiction on a tax problem,
and we have to amend something that comes from the House before
we can act at all.
© Senator CrArk. The Senator is correct, but I would suggest that
all of us who are interested in election reform should be alert to find
some vehicle we could tack all these measures onto and thus comply
with the rules.
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- Senator WirLiams, Either tHat or we caniget a recommendation
for the leadership that one bill' follow the other so the Senate could
get o vote on: all: of these measures. T think such a vote should be
taken at thissession of the Congress. R »

Senator Crark. I think that is true, téo, but may I say, sir, I feel

retty strongly tliat no bill should be brought to the floor of the

enate until some committee or some combination of committees has
had adequate hearings on all of the areas. Therefore, I would urge
this:committee, even though it does not have jurisdiction to deal with
anything except the tax provisions, to have a comprehensive hearing
on all aspects of election reform so that when we come to the floor
there will be printed hearings which will be available to the Members
so that we will have an informed Senate to deal with,

Senator WitLiams. That is the reason we are here this morning,
because it was generally recognized that even the chairman’s bill did
not strictly come under the jurisdiction of this committee. By unani.
mous consent of the' Senate, we were given jurisdiction so we could
hold hearings on all the proposals togetlier.

Senator CrLark. In that connection, I would like to submit to this
committee, if it has not already been done, S. 3485, which was intro-
duced by myself at the request of the administration, and cosponsored
by a good many other Senators, including a number of Republicans,
so that this can be a part of your record and'before you for such con-
sideration as you may give it. It is now festering the the Rules
Committee, which has refused to hold hearings on it.

I would also like to call the attention of the committes to my own
bill, S. 1913, introduced on May 17, 1965, which is also festering in
the Rules Committee. It is an amendment to the Federal Corrupt
Practices Act and deals with some matters which are also dealt with
in the administration bill. If the Chair would be willing, I would
like 1?((1) have both of those pieces of legislation printed as part of your
record. | ,

The Cratrman. That will'be done.

(The documents referred to follow:)

[S. 8435, 89th Cong., 2d sess.}
A .BILL To revise the Federal election laws, and for other purposes »

Be it enacted by the Scnate and House of Representatives of the United States -

of America in Congrese assembled, That this Act may be cited as the “Election -
Reform Act of 1966.” :
TITLE 1

AMENDMENTS TO CRIMINAL CODE

Sec, 101, Section 591 of title 18 of the United States Code is amended to read
as follows: a

“8 591. Definitions

“YWhen used in sections 597, 599, 602, 608 and 610 of this title—-

“(a) The term ‘election’ includes a general, special or primary election ; :

“(b) The term ‘candidate’ means an individual who seeks nomination or :
clection as President or Vice President of the United States, Senator or Repre-
sentative in, or Resident Commissioner to, the Congress of the United States,
whether or not such individual is elected ; :

“(e) The term ‘political committee’ includes any candidate, committee, asso-
clation, or organization which accepts contributions or makes expenditures for .
the purpose of influencing or attempting to influence the election of a candidate,
or presidential and vice presidential electors;
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“(d) The term ‘contribution’ includes a gift, donation, payment or loan of
money, or any thing of value, made for the purpose of intluencing or attempting to
influence the election of a candidate, or presidential and vice-presidential electors,
and includes a transfer of funds between political committees;

‘“(e) The term ‘expenditure’ includes a purchase, payment or loan of money, or
any thing of value, made for the purpose of influencing or attempting to influence
the-election of a candldate, or presidential and vlece-presidential electors, and
includes a transfer of funds between political committees.”

Sf»Eﬁ 102. Section 608 of title 18 of the United States Code is ninended to read
as follows :

“8§ 608, Limitations on political contributions and purchases

“(a) Whoever, other than a political committee, directly or indirectly, makes
contributions in an nggregate amount in excess of $5,000 during any calendar
year, or in connection with any campaign for nomination or election to any
candidate or to any political committee supporting such candidate, or presiden-
tial and vice-presidential electors, or to any national political committees, shall
be fined not more than $5,000 or imprisoned not more than five years, or both;

“(b) Whoever, being a candidate political committee or natfonal political
committee sells to anyone other than a candidate, political committee or national
political committee, any goods, commodities, advertising or articles of any kind
or any services, shall be fined not more than $5,000 or imprisoned not more than
five years, or both.

“(c) Whoever, other than a candidate, political committee or national politi-
cal committee buys from a candidate, political committee or national political
committee any goods, commodities, advertising or articles of any kind or any
services, shall be fined not more than $5,000 or imprisoned not more than five
years, or both,

“(d) Subsections (b) and (c) shall not apply to the sale or purchase of
political campaign pins, buttons, badges, fiags, emblems, hats, banners, and
similar campaign souvenirs for prices not exceeding $5 each. Such purchases
shall be deemed contributions under subsection (a). Subsections (b) and (e¢)
shall not interfere with the usual and known buslness, trade or profession of
any candidate.

““(e) In all cases of violations of this section by a partnership, committee,
association, corporation, or other organization or group of persons, the officers,
directors, or managing heads thereof who knowingly and willfully participate
in such violation shall be punished as herein provided.”

SEc. 103. Section 609 of title 18 of the United States Code is repealed.

SEo. 104. Section 611 of titte 18 of the United States Code is amended to read

as follows :

“§ 611, Contributions by corporations, firms, or individuals contracting with the
United States

“Whoever, including a corporation, enters into any contract with the United
States or any department or agency thereof, either for the rendition of personal
services or furnishing any material, supplies, or equipment to the United States
or any department or agency thereof, or selling any land or building to the
United States or any department or agency thereof, if payment for the perform-
ance of such contract or payment for such materinl, supplies, equipment, land,
or building is to be made in whole or in part from funds appropriated by the
Congress, during the perlod of negotiation for, or performance under such
contract or furnishing of material, supplies, equipment, land, or buildings, di-
rectly or indirectly makes any contribution of money or any other thing of
value, or promises expressly or impliedly to make any such contribution, to
any political party, committee, or candidate for public office or to any person
for any political purpose or use; or

‘“Whoever knowingly soliclts any such contribut{on from any such person, for
any such purpose during any such period—

“Shall be fined not more than $5,000 or imprisoned not more than five years,
or both.”

Sec. 105. So much of the sectional analysis at the beginning of chapter 29
of title 18 of the United States Code as relates to sections 609 and 611 is

amended to read :

“i309. Repealed,
“g11. Contrlbutlons by corporations, firms, or individuals contracting with the United

States.”
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TITLE 1I—DISCIOSURE OF FEDERAL CAMPAIGN FUNDS
DEFINITIONS ’

SEc. 201, When used in this title—

(a) The term *“election” includes a general, special or primary election;

(b) The term “candidate” mieans an individual who seeks nomination or
election as President or Vice P’resident of the United States, Senator or Rep-
resentative in, or Resldent Commissioner to, the Congress of the United States,
whether or not such individual is elected ;

(c) The term “political committee” includes any candidate, committee, as-
sociation, or organization which accepts contributions or makes expenditures for
the purpose of influencing or attempting to influence the election of a candidate,
or presidentinl and vice presidential electors;

(d) The term ‘“contribution” includes a gift, donation, payment, or loan
of money, or any thing of value, made for the purpose of influencing or attempting
to influence the election of a candidate, or presidential and vice-presidential
electors, and includes a transfer of funds between political committees;

(e) The term “expenditure” includes a purchase, payment, or loan of money,
or any thing of value, made for the purpose of infiluencing or attempting to
influence the lection of a candidate, or presidential and vice-presidential electors,
and includes a transfer of funds between political committees.

{(f) The term “Clerk” means the Clerk of the House of Representatives of the

United States.
(g) 'The term “Secretary” means the Secretary of the Senate of the United

States.
. TREASURER OF POLITICAL COMMITTEE; DUTIES OF TREASURER

Sko. 202, (a) Every political committee shall have a treasurer. No contribu-
tion shall be accepted, and no expenditure made, by or on behalf of a political
committee for the purpore of influencing an election until such treasurer has been
choren. It shall be the duty of the treasurer to keep the contributions received
by or for a committee in a special account separate from any personal or other
funds.

(b) It shall be the duty of the treasurer of a political committee to keep a
detailed and exact account of—

(1) all contributions made to or for such committec;

(2) the nnme and address of every person making any such contribution,
and the date thereof ;

(8) all expenditures made by or on behalf of such committee, including
the name and address of every person to whom any such expenditure is
made, and the dnte thereof.

(c) It shall be the duty of the treasurer to obtain and keep a receipted bill,
stating the particulars, for every expenditure by or on behalf of a political
committee exceeding $100 in amount. The treasurer shall preserve all receipted
bills and accounts required to be kept by this section for a period of at least
two years from the date of the filing of the statement containing such items.

ACCOUNTS OF CONTRIBUTIONS RECEIVED

Sec. 203. Every person who receives a contribution for a political committee
shall, on demaud of the treasurer, and in any event within five days after the
receipt of such contribution, render to the treasurer a detailed account thereof,
including the name and address of the person making such contribution, and the
date on which received.

STATEMENTS FILED WITH THE CLERK AND THE SECRETARY

SEc. 204. (a) The treasurer of a political committee supporting a candidate
or candidates for nomination or election as President or Vice President of the
United States or Senator shall file with the Secretary, and the treasurer of a
political committee supporting a candidate or candidates for nomination or elec-
tion as Representative in, or Resident Commissioner to, the Congress of the
United States shall file with the Clerk between the 1st and 10th days of March,
June, and September, in each year, and also between the 10th and 165th days, and
on the 5th day, next preceding the date on which an election is to be held, and
also by the 31st day of January, a statement, upon forms prescribed by the Clerk
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a?guthe Secretary, containing, complete as of the day next preceding the date
0 ng—

(1) The name and address of each person who has made a contribution
to or for such committee in one or more items of the aggregate amount or
value, within the calendar year, or $100 or more, together with the amount
and date of such contribution;

(2) The total sum of the contributions made to or for such committee
during the calendar year and not stated under paragraph (1) ;

(8) The total sum of any contributions made to or for such committee
during the calendar year;

(4) The name and address of each person to whom an expenditure in one
or more items of the aggregate amount or value, within the calendar year,
of $100 or more has been made by or on behalf of such committee, and the
amount, date, and purpose of such expenditure;

(6) The total sum of all expenditures made by or on behalf of such com-
mittee during the caledar year and not stated under paragraph (4) ;

(6) The total sum of all expenditures made by or on behalf of such com-
mittee during the calendar year.

(b) The treasurer of a political committee which supports a candidate for
President or Vice President of the United States or the Senate and a candidate
for the House of Representatives shall file a statement, as required by subsection
(a) of this section, with both the Clerk and the Secretary.

(¢) The statements required to be flled by subsections (a) and (b) of this
sectibn shall be cumulative during the calendar year to which they relate; but
where there has been no change in an item reported ina prevlous statement, only
the amount need be carried forward.

STATEMENTS BY OTHERS THAN POLITICAL COMMITTEE FILED WITH THE CLERK OB THE
S8ECRETARY .

Sec. 205. Every person (other than a political committee) who makes an ex-
penditure in one or more items, other than by contribution to a political com-
mittee, aggregating $100 or more within a calendar year for the purpose of in-
fluencing the election of a candidate, shall file with the Clerk or the Secretary,
as the case may be, an itemized detailed statement of such expenditure in the
same manner as required of the treasurer of a political committee by section 204
of this title.

‘ DUTIES OF THE CLERK AND THE SECRETARY

SEc, 208. The Clerk and the Secretary shall—

(a) Prescribe standard forms for all statements required to be flled by this
title;

( b) Receive all such statements;

(c) Maintain all such statements in such manner that they shail be available
for public inspection and copying during regular business hours ;

(d) Make coples of all such statements available on request at the cost of
reproduction ; v

(e) Rev lew all such statements at the time they are filed to determine whether
they are timely filed and appear to be complete and consistent with prior state-
ments filed with him by the sanie committees or other persons pursuant to this
title:

{£) Complle and maintain a list of all statements or parts of statements per-
taining to each candidate:

(g) Preserve for public inspection the statements required to be filled by sec-
tions 204 and 205 of this title for a perlod of two years from the actual date of
filing, except that all statements pertaining to a candidate who has been elected
shall be preserved during such candidate’s continuance in the office to which he
has been elected and for two years thereafter.

STATEMENTS ; VERIFICATION ; FILING

Sec. 207, Statements required to be filled with the Clerk or the Secretary.

(a) Shall be verified by the oath or affirmation of the person filing such state-
ment, taken before any officer authorized to administer oaths;

(b) Shall be deemed properly filed when deposited in an established post
office within the prescribed time, duly stamped, registered, and directed to the
Clerk or Secretary, as the case may be, at Washington, District of Columbia;
but in the event it is not received, a duplicate of such statement shall be
promptly filed.
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PENALTY FOR VIOLATIONS

.8r0. 208. Any person who violates any. of. the provisions ot this title shall be
fined not more than $1,000 or imprisoned not more than one year, or both.

BTATE LAWB NOT AFFECTED

SEo. 209, This title shall not be construed to annul the laws of any State relat-
ing to the nomination or election of candidates, unless directly inconsistent with
the provisions of this tltle, or to exempt any candidate from complying with
such State laws.

PARTIAYL INVALIDITY

vvvv

S0, 210. If any provision of this title, or the application thereof, to any per-
son or clrumstance is held invalid, the validity of the remainder of said title and
the application of such provision to other persons and clrcnmsumces :ghall not
be affected thereby.

' REPEALING COLAUSE

Seo. 211, The Federal Corrupt Practices Act, 1025, and éfl other Acts or parts
of Acts inconsistent herewith are repealed.

OITATION
Seo. 212. This title may be cited as the “Campaign Funds Disclosure Act!,

TITLE III—DISCLOSURE OF GIFTS AND CERTAIN COMPENSATION
DEFINITIONS

Sec. 801, When used in this title—

(a) The term “income” shall mean all compensation for personal services,
including (but not limited to) salary, bonuses, fees, commissions, honorariums
and expenses pald or reimbursed, whether iu the form of money or any thing
of value, from any source other than the Government of the United States.

(b) The term ‘“Representative” shall mean each Representative in, or Resti-
dent Commissioner to, the Congress of the United States.

{c) The term “Check” shall mean the Clerk of the Housé of Representatives
of the United States,

(d) The term “Secretary” shall mean the Secretary of the Senate of the
United States.

BTATEMENT OF GIFTS TO BE FILED BY SENATORS AND REPRESENTATIVES

Seo. 302. Each United States Senator shall file with the Secretary and each
Representative shall file with the Clerk by the 31st day of January a statement
disclosing gifts of money or things of value, except contributions as defined in
section 201(d) of title II of this Act, received by him, his wife or minor children,
or on his or their behalf during the preceding calendar year or portion thereof
during which he held office, containing—

(a) The name and address of each donor from whom he, his wife or minor
children received, or from whom there was received on his or their behalf, one
or more gifts of money of an aggregate amount of $100 within the calendar
year, together with the amount and date of such gifts;

(b) The name and address of each donor from whom he, his wife or minor
children received, or from whom there was recelved on his or their behalf,
one or more gifts other than money of an aggregate value estimated by the donce
of $100 or more within the calendar year, together with the date and identity
of such gifts;

(¢) The total sum of gifts of money received by him, his wife or minor chil-
dren, or on his or their behalf, during the calendar year and not stated under
paragraph (a).

Gifts from a spouse, child, parent, grandparent, brother or sister need not be
disclosed under this section.

BTATEMENT OF OOMPENSATION TO BE FILED BY SENATORS AND REPRESENTATIVES

SE0. 303, Each United States Senator shall file with the Secretary and each
Representative shall flle wtih the Clerk by the 31st day of January a statement .
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disclosing income received by him or on his behalf during the preceding calendar
year or portion thereof during which he held office, containing—

(a) The name and :address of each person from whom- he or anyone on his
behalf recelved any such income; the amount or, if not money, the identity
and valueithereof; and the name and address of each person for whom such
service was. pertormed ;

(b) A description of the service pertormed

‘DUTIES OF THE.CULERK /AND THE SEGRETARY

8e0. 804, The Olerk and the Secretary shall—
(a) Prescribe standard forms which must be used .for the statements re-
quired to be filed by this title;
{b) Recelve all such statements ;
(¢) Maintain all such statements in such manner that they shall be available
for public inspection and copying during regular business hours;
(@) Make eoples of all such statements available on request at the cost of
reproduction ;
(e) Preserve for piiblic’ inspection the statements required to be filed by sec-
tions 802 and 803 of this: title during the term or terms of office of the Senator
or Representative filing the same end for two years thereafter.

STATEMENTS } VERIFIOATION ; FILING

Seo. 305. Statements required o be filed with the Olerk and the Secretary—

(a) Shall be verified by the oath or affirmation of the person filing such state-
ment, taken before any officer aunthorized to administer oaths;

(b) Shall be deemed properly flled when deposited in an established post office
within the prescribed time, duly stamped, registered, and directed to the Secre-
tary of the Senate or the Olerk of the House of Representatives, as the case may
be, at Washington, District of Columbia; but in the event it is not received, &
duplicate of such statement shall be promptly filed.

PENALTY FOR VIOLATION

Sro. 306. Whoever, being a United States Senator or Representative to the
Congress of the United States, violates any of the provisions of this title shall
be fined not more than $1,000 or imprigoned not more than one year, or both,

CITATION

SEo. 807. This title may be cited as the “Disclosure of Gifts and Certain Com-
pensation Act”.

TITLE IV—AMBENDMENT TO INTERNAL REVENUE CODE OF 1954

INCOME TAX DEDUCTION

Sko. 401. (n) Part VII of subchapter B of chapter 1 of the Internal Revenue
Code of 1954 (relating to additlonal itemized deductions for individuals) is
amended by renumbering section 218 as 219, and by inserting after section 217
the following new section ¢

“pPOLITIOCAL CONTRIBUTIONS

“Sro. 218, (a) ALLOWANOE OF DEDUCTION.—In the case of an individual, there
shall be allowed as a deduction an amount equal to so much of the political
contributions as does not exceed $100, payment of which i{s made by the taxg-
payer within the taxable year, except that in the case of a joint return of a hus-
band and wife under section 6013 the deductions shall not exceed $100, and in
the case of a separate return by a married individual the deduction shall not
exceed ,

“(b) VERIFICATION.—The deduction under subsection (a) shall be allowed,
with respect to any political contributfon, only if such political contribution is
vertified in such manner as the Secretary or his delegate shall prescribe by
regulations.

“(¢) DEFINITION OF POLITIOAL CONTRIBUTION.—For purposes of this section the
term ‘political contribution' means a gift or donation to—
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“(1) any committee, association, or organization. (whether incorporated
or not) organized and operated- exclusively for the purpose of influencing
or attempting to influence the election of one or more individuals to any
public office ; or oo ‘ :

“(2) an individual.who i1s a candidate for any Federal, State, or local
elective public office in any general, special, or primary election, or in any
convention of an organization described in subparcgraph.(1), for use by such
individual to further his candidacy.

“(d) Oross REFERENCE.—For disallowance:of deduction to estates and trusts,
-see section 642(1).” , ,

(b) The table of sections for such part VII'is amended by striking out the
‘1ast item and inserting in lieu thereof the following:

“Sec, 218. Politlcal contributions.
*Sec. 219. Cross references.”

(¢) Section 62 of the Internal Revenue Code of 1954 (relating to definition of
:adjusted gross income) is amended by inserting after paragraph (8) the follow-
ing paragraph: : ,

“(9) POLITIOAL CONTRIBUTIONS.—The deduction allowed by section 218.”

(d) Section 276(a) of the Internal Revenue Code of 1954 (relating to certain
indirect contributions to political parties) is amended by striking out “No dedue-
tion otherwise allowable under this chapter” and inserting In lieu thereof
“lllcxctept ’as provided in section 218, no deduction otherwise allowable under this
<chapter.’ ;

(e) Section 642 of the Internal Revenue Code of 1954 (relating to special rules
for credits and deductions for estates and trusts) is amended by redesignating
subsection (i) as (J), and by inserting after subsection (h) the following new
‘subsection : ‘ .

o “{1) PoLITIOAL CONTRIBUTTIONS.—AnN estate or trust shall not be allowed the
deduction for political contributions provided by section 218.”

TITLE V
EFFECTIVE DATE

‘Sec. 501, This Act shall take effect January 2, 1987, except that the amend-
.ments made by title TV shall apply to taxable years ending after December 31,
1966, but only with respect to political contributions payment of which is made
after December 31, 1966,

[8. 1913, 89th Cong., 1st sess,]
A BILL To amend the Federal Corrupt Practices Act, and for other purposes

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembdled, That this Act may be cited as the “Federal
‘Corrupt Practices Amendments of 1985, ‘

DEFINITIONS

Seo. 2. (a) Section 302(a) of the Federal Corrupt Practices Act (2 U.8.0, 241
{a)) is amended by striking out the words “primary election or”.

(b) Subsections (c¢) and (d) of section 302 of that Act (2 U.S.C. 241 (¢) and
«(d) ) are amended to read as follows: : ‘

“(¢) The term ‘political committee’ includes—

*(1) any political party, committee, association, organization, group of
individuals, or other entity, or any branch or subdivision thereof, which
accepts contributions, or makes expenditures, in an aggregate amount of
830 or more in any calendar year for the purpose of influencing or attempting
to influence the election of any candidate or presidential or vice-presidential
elector, without regard to whether such entity or subdivision (A) is of a
temporary or permanent character, or (B) has been organized or exlists pri-
marily for purposes other than the acceptance of such contributions or
the making of such expenditure; and

“(2) any organization, assoclation, group of individuals, or other entity
organized for or engaged in the preparation or distribution of any campaign
book or other publication containing or intended to contain advertising
matter which has been or may be prepared chiefly for the purpose of in-
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fluencing or attempting to influence the election of any candidate or the-
election of one or more presidential or vice-presidential electors.

“(d) The term ‘contribution’ includes—

f“(ll) a gift, subscription, loan, advance, or deposit of money or anything-
of value;

#(2) a contract, promise, or agreement, whether or not legally enforceable,.
to make a contribution ; and

“(8) a payment made to or on behalf of any entity of a kind described in.
paragraph (2) of subsection (¢) for or on account of any advertisement con-
tained in or solicited for any publication of a kind described in that paras
graph.”

(c) The second paragraph of section 591, title 18, United States Code, is.
amended by striking out the words “primary election or”,

(d) The fourth and fifth paragraphs of section 591, title 18, United States Code
(defining the terms ‘political commlttee" and "contrlbution"), are amended to-
read as follows :

“The term ‘political committee’ includes—

“(1) any political party, committee, assoclation, organization, group of
individuals, or other entity, or any branch of subdivision thereof, which:
accepts contributions, or makes expenditures, in an aggregate amount of $250
or more in any calendar year for the purpose of influencing or attempting to
influence the election of any candidate or presidential or vice-presidential’
elector, without regard to whether such entity or subdivision (A) is of a
temporary or permanent character, or (B) has been organized or exists pri-
marily for purposes other than the acceptance of such contributions or the-
making of such expenditures; and

“(2) any organization, association, group of individuals, or other entity
organized for or engaged in the preparation or distribution of any campaign
book or other publication containing or intended to contain advertising
matter which has been or may be prepared chiefly for the purpose of in-
fluencing or attempting to influence the election of any candidate or the:
election of one or more presidential or vice-presidential electors.

“The term ‘contribution’ includes—

‘1‘(1) a gift, subscription, loan, advance, or deposit of money or anythlng of
value;

“(2) a contract, promise, or agreement, whether or no* legally enforceable,
to make a contribution ; and

*(8) a payment made to or on behalf of any entity of a kind prescribed ' in
subparagraph (2) of the preceding paragraph for or on account of any
advertisement contained in or solicited for any publication of a kind described-
in that subparagraph.”

FILING OF STATEMENTS

SEc. 8. (a) Subsection (g) of section 302 of the Federal Corrupt Practices Act
(2 U.S.C. 241(g) ) Is amended to read as follows:

“(g) The term ‘Comptroller General’ means the Comptroller General of the
United States;”.

(b) Subsectlon (h) of that section is repealed.

{c) Sections 803, 305, 306, 307, and 308 of that Act (2 U.S.C. 242, 244, 245, 246,
and 247) are amended by striking out the words “Clerk”, “Clerk of House of
Representatives”, “Secretary”, “Secretary of Senate”, “Sceretary of Senate and
Clerk of House of Representatives”, “Clerk or Secretary”, and “Clerk or Secre-
tary, as the case may be"”, wherever they appear therein, and inserting in leu-
thercof in each such instance the words “Comptroller General”.

PRESERVATION, INSPECTION, AND VERIFICATION OF STATEMENTS

Sec. 4. (a) Subparagraph (c¢) of section 308 of the Federal Corrupt Practices
Act (2 U.S.C. 247) is amended to read as follows:

“(e) Shall be preserved as a permanent part of the public records of his office,
shall he available for inspection by any Member of the Congress at any time, and:
shall be open to public inspection at any time within a period of eight years after
the filing thereof.”

(b) Secction 808 of that Act (2 U.S.C. 247) is amended by adding at the end’
thereof tho following new paragraphs:

“Tho Comptroller General shall establish within the General Accounting Office
an automatic information retrieval system through the use of automatic data:



e, L G

B N

T

Lo B iomele

S I )

o s

B

e e

62 FINANCING POLITICAL CAMPAIGNS

processing equipment to provide permanently for prompt access to all informa-
tion contained in all statements filed under this title or information of any kind
contained in any or all of such statements. ’

“The Comptroller General is authorized ana directed upon receipt of a complaint
alleging a violation of this Act, or in the absence of such a complaint, upon his
own initiative, to conduct such investigations as he shall deem necessary to
ascertain (1) whether statements filed under thig title are complete and correct,
and (2) whether all statements required under this title to be filled in fact have
been flled. Whenever the report of any such investigation discloses information
which in the opinion of the Comptroller General may evidence any violation of
any provision of this title for which any eriminal penalty is preseribed, he shall
promptly transmit such report to the Attorney Geueral, who shall institute such
criminal action as he may determine to be warranted.”

PURCHABE OF ADVERTISING IN CAMPAIGN PUBLICATIONS BY CERTAIN ORGANIZATIONS

Skc. 5. Section 610 of title 18, United States Code (relating to election contri-
butions or expenditures by national banks, corporations, and labor organizations),
is amended by adding at the end thereof the following new paragraph:

“For the purposes of this section, the term ‘expenditure’ includes any payment
made for the purchase of advertising or advertising space in any campaign book
or other publication prepared or to be prepared for use chiefly in connection with
(1) the election of any person to political office, or (2) a primary election or
political caucus held to select candidates for political office.”

Senator Crark. Shall I proceed?

The CHatryAN. I have read your statement while you were talking
about the technicalities and it is a very fine statement.

Senator Crark. I wonder if it would not be better just to subject
myself to your questioning, rather than read it.

The CratrMaN. Perhaps it would.

(Senator Clark’s prepared statement follows:)

STATEMENT OF SENATOR JOSEPH S. CLARK (D. PA.) BEFORE THE SENATE FINANCE
COMMITTEE ON CAMPAIGN FINANCING AND ELECTION REFORM

Mr. Chairman, as you yourself have said, “One of the most difficult problems
facing our democracy, as well as other democratic countries of the world, is
finding ways to make the democratic system work without permitting undue in.
fluence on the part of the few which results in favoritism and corruption at the
expense of the many.”

No problem has become more troublesome than that of providing adequate
financial support for campaigns. ‘That finding was made by President Fennedy’s
Commission on Campaign Costs, commonly known as the Heard Coramission,
In its April 1962 report the Commission went on to say that “The rocketing costs
of Presidential campaigns, and the recurring difficulties parties encounter in
meeting these costs, require us to seek new methods and incentives for finaneing
our political parties.”

Mr, Chairman, you and the members of your committee are to be commended
for your efforts to seek out these new methods and incentives through this set of
hearings on the problem of financing political campaigns,

DIREOT FEDERAL PAYMENT—-—GBITIQ}UE OF THE LONG PLAN

In my comments on campaign financing techniques, I should like to deal flrst
with the extremely imaginative and ingenious proposal advanced by the chairman
of the Finance Committee, Senator Long. As I understand it, S. 3496, Senator
Long’s bill, provider for a system under which payments are to be made direci'y
from the Federal Treasury into the treasury of a political party which runs a
candidate for President, provided that the party complies with specified require-
ments and its candi late gets more than 1.5 million votes.

The bill sets forth formulas for computing how much a party is to be paid
as an advance on expenses, and how much the pariy is to be paid after the el:ec-
tion. The advance payment is computed as follows: multiply one dollar times
the population vote cast for that party’s candidate in the last Presidential elec-
tion; multiply one dollar times the popular vote of the candidate who got the
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second highest popular vote in the last Presidential election; take the lower of
the two figures, and subtract $1.5 million.

The post-election payment is computed as follows : multiply one dollar times the
popular vote received by your candidate in the election just concluded ; multiply
one dollar times one-half the total vote cast for all Presidential candidates in
the election just concluded ; your subsidy amounts to the lower of the two, minus
$1.6 million and advances, which, I gather, do not in any case have to be refunded.

ADVANTAGES OF THE LONG PLAN

Let me begin this critique by setting forth what I believe to be the advantages
of the Long plan.

1. Because it relies on a direct Federal payment device, the Long plan has
the distinct advantage of not cluttering up the Federal tax laws, As one
who shares with & number of the members of this committee the desire to see
a far-reaching simplificatior and reform of the tax code, I readily concede
that this feature of the proposal has substantial appeal,

2. Another aspect of Senator Long’s bill which I believe highly desirable
is the role which it gives to the Comptroller General in the administration of
the program. I strongly advocate giving the Comptroller General a major
role in both the administration and enforcement of whatever financing pro-
gram is adopted.

3. A third advantage of the direct payment scheme, when contrasted with
various tax incentive schemesg, is that it makes unnecessary the expense of a
solicitation effort. That advantage would apply, however, only to parties
wl}:ose candidates haad already achieved enough popularity to earn 1.5 million
votes,

COUNTERVAILING CONSIDERATIONS

1. It is true that the Long plan does not clutter up the tax laws, but at what
cost? In order to compute the subsidy, it is necessary to resort to an arbitrary
formula. And any formula—no matter how simple or complex—is bound to be
rigid in application. Xt may artificially pump money into an old, dying party to
keep it alive. It may prevent a young, new party from taking its place in the
sun. ¢ '

Compare the advantages of a tax incentive scheme—particularly a tax credit
scheme such as that recommended by the Heard Commission, providing to each
individual a credit of one-half of total contributions each year up to $10. It is
simple. It is flexible. It is fair. What you get depends on your ability to gen-
erate the kind of enthusiasm in the ordinary citizen which will impel him to dig
down into his pocket and make a contribution shared 5§0-50 between him and the
governmrent. What the candidate gets is a matching grant, to which the individual
contributer holds the key.

2. A second aspect of the Long plan about which I have some reservations is
the fact that it deals only with the Presidential election. It is true that the
Presidential election is by far the most costly. But because the President has
such a broad constituency, he is far less vulnerable to the rich vested interests
who attempt to buy influence through large campaign contributions. Traditionally
it has been the legislative branch, and not the executive branch, in which the
interests and the lobbies have run rampant. There they have been able to work
their will, removed from the glare of publicity, manipulating archaic procedures
to defeat the public interest for their own enrichment,

The trouble with any plan which subsidizes Presidential but not Congressional
elections is that it has the effect of turning the fat cats loose to prey on the Con-
gress. Instead of less influence-seeking in the halls of Congress, it would tend to
produce more,

Although the Heard Commission report likewise suffered from this defect by
corcentrating on Presidential elections, President Johnson’s bill, which I intro-
duced earlier this year, does not. It provides tax incentives for contributions to
candidates “for any Federal, State, or local elective public office.” 7This makes
very good sense to me. Not only does it place the Congress on the same plane
as the President so far as the subsidy is concerned ; it also permits the subsidy to
go to candidates seeking State or local office. I see no reason why Federal tax
benefits should not be used for this purpose. They are used to subsidize the sale
of municipal bonds. Moreover, from the standpoint of the man on the street,
who is elected sheriff may mean a lot more even than who is elected President. I
strongly believe that all elective public offices are entitled to an equal benefit.
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3. A third problem raised by Senator Long’s proposal has to do with the role
of the political independent. Under the Long bill, payments are made into a
party treasury. Indeed, it is hard to see how a direct payment plan could work
otherwise. It would become extremely difficult to administer such a plan if
others are made eligible for benefits.

This problem is completely bypassed in President Johnson’s bill. Because it
operates on a tax incentive basis, the administrative problem of making public
payments to a given person or committee never comes up. The only question
raised 18 what contributions shall be entit’ed to the tax benefit. ;

The Administration bill answers that guestion in the broadest possible terms.
Any candidate for any elective public office in any election—whether general,
special or primary—is covered. So is any committee for any such candidate. In
other words, the organization does not hold the purse strings. An independent
who 18 challenging the organization is on the same footing as the man slated
by the machine,

A MODIFIED ADMINISTRATION PROPOSAL

The Administration bill which I introduced earlier this year would provide
a tax deduction in an amount up to $100 for political contributions. Howerver,
this deduction would be allowed in addition to the standard deduction, and
hence would be available to taxpayers who do not itemize their deductions.

At the time I introduced the Administration bill I expressed certain reserva-
tions about this proposal, and urged a careful re-examination of the proposals
made by the Heard Commission. The “hybrid deduction’” proposed by the
Administration, while not so bad as the straight deduction technique, still seems
to me not entirely satisfactory. The trouble with the straight deduction is
that by and large the only people who can afford to take it are the relatively
well-to-do. Less affluent taxpayers do not generally itemize their deductions.
Hence the adoption of a straight political contribution deduetion, standing
alone, would slant the whole political process in favor of the wealthy and
against the poor.

The “hybrid deduction” {8 not quite so bad. It would be available to even
the poorest taxpayer. However, since the value of a deduction depends on
the taxpayer’s tax bracket, its effect would be to provide a higher subsidy
;o tz}x{xpayers in higher brackets, and a lower subsidy to taxpayers in lower
hrackets.

For example, if a taxpayer in a 50% bracket makes a $100 contribution, the
government is really paying half, since he is deducting from income taxable at
a 50% rate. By contrast, a taxpayer in a 25% bracket would only get $23
back from the government on his $100 contribution.

For this reason I favor the tax credit device recommended by the Heard
Commisston : one-half of all contributions up to a total of $10 a year. The
credit device treats every taxpayer as an equal, no matter what his bracket.
And by holding the credit at one-haif the amount contributed, it puts the con-
tributor on n matching hasis of one-for-one with the government.

I am aware that the Heard Commission also recommended the creation of a
tax deduction for political contributions up to a total of $1,000 per yecar. Per-
sonally T do not favor this approach, even when it is coupled with a tax credit.
However I realize that compromises are sometimes neccessary to get needed
reforms enacted, and I would not want to close the door on this approach as
a possible avenue for compromise.

Since I have already discussed the scope and operation of the tax incentive
provisions ii the Administration bill. I shall not do so here again., They have
1oy strong endorsement with the modification just noted—namely, dropping the
“hybrid deduction” and substituting a tax eredit.

BROADER ASPECTS OF CAMPAIGN FINANCE

Ar a member of the Committee on Rules and Administration, I am keenly
aware that this committee's jurisdiction over the subject of election finance
{s neither limitless nor whollr exclusive. The problems involved do not fit
neatly within any single committee’s jurisdiction. Yet all these disparate aspects
must be considered if action is te be taken on an informed and reasoned basis,

Consequently, even though this committee may technteally have only “a piece of
the action, I think it must nevertheless concern itself with the whole action.
With that preface, I should like to turn to some other aspects of campaign finance
and election reform generally. cim
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ENFOROEMENT

Last year I introduced a bill, S. 1913, amending the Corrupt Practices Act
to require that compaign statements be flled not with the Clerk of the House
and the Secretary of the Senate, but with the Comptroller General of the
United States. In addition, it would authorize the Comptroller General to
establish within the General Accounting Office an automatic information retrieval
system utilizing modern automatic data processing techniques to make possible
the ready availability of all filled information on an indéfinite basis,

This reform would put our modern technology to work in an area which has
traditionally been dominated by the spirit of the past. It would remove an
onerous custodial burden from officers of the House and Senate, and place it
within the responsibility of an organization far better equipped to handle the
task—the GAO.

Far more important, however, is another provision in 8. 1913 which would
place the Comptroller General under a duty to report to the Department of
Justice the failure to flle of any persons or organizations under a duty to flle,
or the flling of misstatements. In order to perform this duty, he would have
the power to investigate, either on complaint or on his own initiative, alleged
violations of the act.

The enforcement provisions of the Corrupt Practices Act are so weak as to
be a joke. To my knowledge, since its enactment in 1925, there has not been a
single prosecution brought under that law. Looking at the scheme of the act,
it is not hard to see why this should be so. There is nothing in the present law
which requires the custodiang of the reports to investigate alleged violations, and
to recommend prosecution where the facts warrant it.

These duties would be specifically assigned to the GAO under 8. 1913, Every
Member of Congress is aware of the splendid work that GAO’s investigators
have done in a variety of flelds—ranging from searching out corruption in the
Foreign Aid program to assisting a Senate committee in an investigation of the
conduct of a Senate employee. In my judgment we need a tough cop on this beat,
and the Comptroller General is the man for the job.

EXTENDING REPORTING REQUIREMENTS

The two most obvious and troubling loopholes in existing election statutes
are the exemption from reporting for state political committees, and the exclusion
of the primary election process from the reporting scheme. Both of these loop-
holes would be closed by President Johnson’s bill. Both of them must be closed
if the reporting requirements are not to be a mere mockery.

FINANCIAL DISCLOSURE BY MEMBERS OF CONGRESS

The Administration bill would require Senators and Representatives to make
un annual public disclosure of gifts in excess of $100 received by themselves,
their wives and children, and all income from personal services.

This proposal constitutes a significant *“first.” So far as I know, it makes
President Johnson the first Chief Executive to join in urging the adoption of
effective safeguards against conflict of interest problems in tle Congress through
the technique of public disclosure. .

The President’s proposal is, however, far less comprehensive than one which
I introduced two years ago as a part of an overall revision of the Senate Rules.
Although no disclosure provision can be absolutely airtight, I suspect that the
one I recommended is as cheat-proof as any. It would require every Senator
and every Senate officer or employee compensated at a gross rate in excess of
$10,000 per anpum, to flle a financial report each year. The report would contain
the following kinds of information:

a. Assets: The ldentity and fair market value of any asset having a fair
market value of $5,000 or more.

b. Liabilities: The amount of each liability in excess of $5,000, and the
name and address of the creditor.

c. Capital gains: Source and amount of all capital gains realized in the
preceding calendar year in excess of $5,000.

d. Income: Source and amount of every item of income for the calendar
year in excess of $100, including gifts other than gifts from a relative,

e. Assets belong to a trust; assets, liabilities, capital gains, and income
of a spouse; and capital gains earned through a strawman are all covered.
Family homes and tax-exempt charitable entities are exempted.
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f. Association with a professional firm which practices before Federal
Government agencies.
g. Service as director, officer, or manager in a business enterprise.
I am not so naive as to hope that the Congress is ready to adopt any disclosure
rule this all-encompassing. However every loophole left open is a standing invi-
tation to public doubt, suspicion and mistrust.

FREE TELEVISION TIME

Total network and station charges for political broadcasting at all levels in
the general election period in 1964 were $24.6 million, an increase of 739 over
the figure for 1960. Unless firin action is taken, it is obvious that the cost of
communicating with the electorate through television will continue to soar.

A solution can and must be found to halt and reverse the upward trend.
Given the will to do so, I am confident that the Congress could fashion a formula
for the apportionment of free TV time for political purposes which would take
into account the fact that this country has a predominantly two-party system,
without doing violence to the right of those outside the two-party system to get
their views before the public,

For example, television stations might be required to provide equal amounts
of time of comparable value to any candidate whose party polled more than
109% of 8ll votes case in the preceding general election. A candldate of & minor
party not eligible for free time under this standard could have all or part of hris
televlision expenses reimbursed if he gets 10% of the total vote in the subsequent
election, - :

There is no reason why the television industry should not be made to bear a
part of the cost of political broadcasting., The airwaves, after all, belong to the
people; there is no such thing as a vested right to a television broadcasting
license.

I appreclate that the Commerce Committee has jurisdietion over matters
relating generally to radio and television broadcasting. Nevertheless I believe
that it is perfectly in order for this committee in developing a comprehensive
approach to the overall problem of campaign finance, to give consideration to the
matter of free television time for political purposes, and to take action.

A MANDATE FOR ACTION

Our form of democratic government is only as good as the electoral process on
which it rests. Yet for years we have remained smugly content with an anti-
quated and inefficient systein of campaign finance which invites distortion of the
popular will by making political candidates dependent on the generosity of
wealthy special interest groups and individuals. ‘This system was bad enough
before the advent of television, when campaigning was still relatively inexpen-
sive; today it is intolerable. We in the Congress have a clear mandate from the
President and from the people to press to enactment the necessary reforms.
That mandate has now passed to this committee. I urge: the committee to
gccept it, to construe it broadly, and to move ahead to do the job that must be

one.

The CuairMaN. First, as a matter of procedure, let me say that my
feeling about the matter is when we seek in our committee to do some-
thing over which we do not have jurisdiction and we wind up going to
conference with & House committee which does not have jurisdiction
in the same matter, which would be the House Ways and Means Com-
mittee, then any Member on some other committee is in & position to
object, that his committee has jurisdiction and they should not go to
conference with us at all and 1t gets involved in all sorts of compli-
cations, Therefore, my thought would be that on this committee, we
might do best just to devote ourselves entirely to the financing of cam-
paigns and let the committee that has jurisdietion, the Rules Commit-
tee or the Commerce Committee, handle the free television time that
vou speak of, and let them do their part of it—— :

Senator CLark. The trouble is they will not.
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The CramaN. May I say, Senator, you have worked hard in this
field, but I cannot take responsibility for whether the other commit-
tee does their job. I am willing to share the responsibility for what
this committee does. We get our bills out pretty efliciently. As a
matter of fact, after this bill, I think we are caught up for the year.

Senator CLark. What would you think of a device, which has been
used not very often in the past, of asking for joint hearings?

Senator WiLLiams. I would make the suggestion of a very simple
solution, as I mentioned before. If we do get the agreement of the
leadership and let these bills be brought up in the Senate in sequence
as they have been considered in sequence by their respective commit-
tee. We could have the Finance Committee report out that. })oint on
which they have jurisdiction, the Rules Committee has a bill on the
calendar. If the Commerce Committee wishes to exercise their jur-
isdiction, they can report theirs.

We have the leadership right here with us now. Perhaps we can
persuade him to coo&{erate withus,

The Cnairyan. This Senator is no longer the acting leader; Sen-
ator Mansfield returned this morning.

Senator CrLark. I am sure anybody with the persuasive genius
of the Senator from Louisiana would be able to persuade Senator
Mansfield that that isthe way to handleit.

The CuAmmaN. Thank you for this very thouﬁhtful statement. I
do not know whether our committee can do anything about this free
television time, but I do think it is a very fine idea.

Senator CLarg. Thank you.

The CrARMAN. We will stand in recess until 10 o’clock tomorrow
morning, '

(Whereupon, at 12:55 p.m., the hearing recessed to reconvene Fri-
day, August 19,1966,at 10 a.m.)
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FRIDAY, AUGUST 19, 1066

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

The committee met,pﬁrsuant to notice, at 10:05 a.m., in room 2221,.
New Senate Office Building, Senator Russell B. Long (chairman)
residing. . .
P Present : Senators Long, Williams, and Morton.

The Cuairman. This morning, we will conclude hearings on & num-
ber of bills concerning the financing of political campaigns. Mr. C.
Langhorne Washburn, finance director of the Republican National
Committee, was scheduled to be our first witness, but he was called
out of town and is therefore unable to appear. He has submitted a
statement presented to the House Administration Committee, Subcom-
mittee on Elections, on August 17, by Fred G. Scribner, Jr., general
counsel of the Republican National Committee. Without objection,
we will put that statement in the record.

(The statement referred to follows:)

E STATEMENT OF FRED Q. SCRIBNER, JB., GENERAL COUNSBEL, REPUBLIOAN NA-
TIONAL COMMITTEE TO THE HOUSE ADMINISTRATION COMMITTEE'S SUBCOM-
MITTEE ON ELEcTIONS REGARDING H.R. 156817, ELeoTION REFOBM BILL OF
1966 (AvuausT 17, 1966) :

As General Counsel for the Republican National Committee I welcome this

opportunity to present to this Committee a brief statement concerning the need
R for a revision of existing Federal legislation regulating expenditures for cam-
§ paign purposes and requiring the filing of certain information concerning such
expenditures. :
- There is little need to add to the effective comments and statements which
# have already been presented to your Committee by Republican Members. of
Congress: these emphasize and underline the importance of revising and reform-
ing the existing Federal Election laws.

Reform has long been necessary. It is certainly overdue,

In June of 1961, Senator Thruston B. Morton, who served as Chairman of the
Republican National Committee during the 1960 Presidential Campaign, stated
f that in his opinion the Federal Corrupt Practices Act should be substantially

revised to meet the problems of modern political campatgn techniques. The same

j viewpoint was expressed by his successor, Representative William B. Miller,

This continues to be the pogition of the Republican National Committee,

We believe that existing Federal legislation is archaie; that it needs to be
modernized and made realistfc. We also believe that the major weapon in
§ preventing improper and excessive use of money in campaigns is early and
g detailed full publie disclosure,

- Statement of amounts spent, the sources of funds, and of the items and the
purposes for which expenditures have been made, and full public disclosure
thereof, will be far more effective than strict limitations on contributions and
expenditures. Tliese have resulted in the proliferation of multiple committees
or the creation of neiv campaign techniques designed to meet statutory require-

€9
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ments while at the same time allowing candidates and committees to spend the
amounts which they desire for the purposes they gelect,

The present Corrupt Practices Act contains strict limitations on contributions
and expenditures, but these statutory provisions have been of little or no effect,
‘We doubt the effectiveness of mere revisions in the present law.

Cellings on expenditures should be removed. Control should be made effective
through the required publication of frequent and detailed reports of funds raised
and amounts spent.

The Republican Party recognizes. that the American people do object to un.
limited expenditures for campaign purposes. If such expenditures are not re-
quired to be reported or if the reports can be delayed until after Election Day,
then the restraining influence ceases to have any resttaining effect on campaign
expenditures,

Therefore, we favor the removal of limitations on amounts which may be
expended, but we would require frequent and cumulative reports prior to Election
Day on expenditures made. Legislation should insure that the voters would
have available to them on Election Day full information as to the amounts spent
by candidates and political committees for election purposes.

The Republican Coordinating Committee in- discussing this matter ln a report
which it 1ssued in December 1965, sald:

“We also recommended that the wholly unrealistic limitation of $3 million on
the apnua] amount political committees can raise and spend be removed from
Federal statutes. In practice, this provision has not limited the amount of
money spent in Presidential elections,  but has spawned the creation by both
major parties of hosts ‘'of satellite committees, each legally able to-collect and

nd $3 milllon. Equally unrealistic ceilings which apply to Senatorial and
ongressional campaigns should be raised to meaningful levels.”

-1 also adopt for presentation to this comnittee as the position'of the Republican
National Committee on points now under consideration by this committee the
fo‘llowing statement prepared and issued by the Republican Coordinatlng Com-
mittee:

‘“The costs of financing campaigns for elected omclals are enormous - Total
campaign expenditures in 1964 at local, State and National levels amounted to
at least $200 million, a $25 million lncrease from 1960. Total costs in 1964 for
television and radio alone amounted to $35 million, according to the Federal
Communications Commission. The costs of reaching the voters through political
broadcasts do not begin to exhaust the types of expense involved.

"“Only within recent years has a large proportion of national party funds come
from small and moderate-sized contributions. The Republican Party is proud
of the fact that 72% of individual contributions in 1964 to the National Republi-
can committees were in amounts of less than $500 compared to only 31% of
Democratie¢ contributions. But the parties are still heavily dependent on large
contributors. We strongly endorse the principle that the larger the number of
individual contributors the more healthy are the parties and the political system.
We are opposed to any scheme which would provide dircet financing for our
political parties out of the Federal treasury, but we believe the encouragement
and stimulation of political contributions is desirable,

“Specifically, we propose that a reasonable deduction from the Federal income
tax be permitted for contributions to parties or their nominees. By making
political contributions up to a modest ceiling tax deductidble, persons of moderate
income will have greater incentive than they now do to contribute to political
parties or their nominees.” ,

* L] *  d * * L

“These recommendations have dealt with Federal law governing the finances of
campaigns for Federal office. But the States have an active role in this fleld, not
only with regard to elections for Federal offices but for State and local oftices
as well. We commend such laws as Florida's ‘who-gave-it, who-got-it’ statute
to the States as models of State laws requiring pre-election reports which state
clearly the sources and the ways in which all campaign funds were spent.”

The Crrairman. Our first witness will then be Mr. Thomas Harris,
legal counsel of the AFL~CIO.
r. Harris, will you take a seat here and proceed with your state-
ment, please?
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STATEMENT OF THOMAS E. HARRIS, ASSOCTATE GENERAL COUN-
{ §EL, AMERICAN FEDERATION OF LABOR & CONGRESS OF INDUS-
, TRIAL ORGANIZATIONS = L

* Mr. Harris. My name is Thomas E. Harris. I am associate gen-
eral counsel of the AFL-CIO and appear ‘here on'its behalf. We
apprediate this opportunity to state our views on the important issues
" before thie committee. B : o

~The CHAIRMAN. May I say, Mr. Harris, I think it is desirable that
there should be a withess here for the AFL-CIO, because in my esti-
mation, this sibject is very important to your organizZation. . -

Mr. Harnris. 1t is o subject’about which we feel concern and about
which e have always taken a cei'tsin interest. ' o

As to the financing of political campaigns, different and hot always
compatible objectives must be taken'inté account. ! S _

.t i3'essential; 'we think, t6 the-proper working of a democratic
political'system that campaigns be adequately financed. - Voters need
to be made familiar with candidates and issues, despite competing dis-
tractions. - We in the AFL-CIO are always primarily. concerned to
insurs that the candidates and’policies we support -are fully presented
to-the electofate, and we have no objection at all to equal exposure for
the other side. We want well-publicized campaigns, with lots of
public atention focused on thém. As we see it, that is the way democ-
racy works best. T '

' The ‘question,'then, is. where the money is going to come from; for
certainly no one ivarits to sée the day when only very wealthy men,
who can financé their'own campaigns, can'run for office. = -

* We think that the broader the financial support for political activity,
the better. The more people who contribute small amounts, the less
candidates-antd parties nieed be beholden to a few large contributors.
And while many large contributers undoubtedly simply support those
candidates with whose views they agree, and with nio anticipation of
reciprocal favors, that is not always the case. -Moreover, the making
of political contributions by large numbeis of people is one way of
building up their interest and getting them actively to participate in
politics. We in the AFL~CIO would like to get each member of our
unions to contribute a dollar a year for politics. A few people give
more, and we don’t turn it down, but the larger the number of contribu-
tors the happier we are about it.

One proposal before the committee (S. 3496) is for the Federal
Government to make substantial payments to the political parties to
help them meet the costs of presidential campaigns. We are in favor
of this proposal. Indeed our president, George Meany, endorsed
the idea 10 years ago. This does not mean that the Federal Govern-
ment would take over the whole burden of financing even presidential
campaigns, nor would it dispense with the need and desirability of
soliciting mass financial support for political activities, but it would
substantially aid the national committees in their almost impossible
job of financing presidential campaigns.

The committee also has before it several proposals to allow tax
oredits or tax deductions for political contributions. We favor a tax
credit of $10 or less for each contributor, but we are wholly opposed
to any tax deduction. Moreover, we urge that any credit or deduc-
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tion which is allowed should embrace contributions to independent
political committees, such as the AFL-CIO Committee on Political
Education, . . s .

Let us consider, first, the question of deductions, One proposal
(S. 2008) would allow.an individual taxpayer to take deductions of
up to $500 a year for political contributions. Under this proposal a
taxpayer who earns from $44,000 to $50,000 a year, and so is in the
680-percent bracket, could make a $500 contribution at a cost of $200 to
himself and $300 to the Federal Treasury, On the other hand, if a
taxpayer earning from $6,000 to $8,000, who is in the 25-percent tax
bracket, wished to make a $500 contribution, three-fourths of it would
come out of his own pocket.

'We see no reason why political contributions should be made cheaper
for the wealtllx)y. C

While the President proposed a deduction limited to $100, the prin-
ciple is the same, and. our objection is the same. We agree with the
President that.any deduction allowed should be in addition to 'the
standard deduction, and should not be limited to those who itemize
deductions; but we are opposed to any deduction whatever,

In his state of the Union message of January 12, 1968, President
Johnson stated that he would submit legislation “to broaden the par-
ticipation of the people, through added tax incentives, to stimulate
small contributions to the party, and to the candidate of their choice.”
However, his proposal for a tax deduction does not meet his prescrip-
tion. Under a graduated income tax any tax deduction is weighted
in favor, not of “the people” or of “sma'l contributions” but of tax-
payers in the higher tax brackets. There is nothing fair or equitable
about that, nor would it have any tendency to broaden the base of
political contributions. Quitethe contrary. . -

Of course, I do 1ot mean that the very wealthy would be much af-
fected by these tax deduction proposals. People who have been giving
$10,000: or $20,090 in political contributions are not %oing to be con-
cerned about a $300 or $400 deduction. But certainly taxpayers in
the $30.000 to $60,000 brackets, the junior executives, will be newly
motivated to contribute up to whatever limit is set—that is, at whatever
limit isset for the tax deduction. A :

As respects the proposals for a limited tax credit, they do not dis-
criminate so sharply in favor of the well-to-do, though they do:some-
what favor the famly which makes a $20 contribution over the family
which contributes $10, since the former would receive a larger tax
credit. Hoivever, the disparity is in proportion to the size of the con-
tribution and not of the tax bracket, and so is much more acceptable,
particularly if the credit is limited to, say, $20 a family.

Of course, if a tax'credit of 100 percent were allowed, there would be
no favoring of the larger contributors. Presumably everyone who
could be brought to uhderstand the scheme would contribute the maxi-
muw, since the total contribution would come out of the Treasury.
We would therefore prefer such an arrangement to a partial tax credit,
but would suggest that it be limited to a maximum of, say, $5 a year,
to avoid inordinate tax loss. ' - N

Moreover, as stated earlier, we strongly urge that any credit or
deduction which is granted should embrace independent. political com-
mittees, such a8 AFL-CIO COPE. We believe that independent
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political groups have made major contributions to the. political life of
this Nation, and that they have supplied energy and ideas sometimes
lacking in the regular parties. . )

Tho President, in his letter of May 26, spoke of “contributions to any
candidate or to any organizations supporting a candidate, in any elec-
tion campaign or primary, Federal, State, or local.” Some sort of
verification of contributions would no doubt be necessary, but we are
strongly opposed to any move to channel all political contributions
through the regular parties or regular political organizations.

We thank the committee for this opportunity to appear.

The CrramraaN, Thanks so much for coming here. I had been some-
what hopeful that we might ve favored by the presence of your presi-
dent, Mr. George Meany. Ithinkheisa great man.

Mr. Hagris. Thank you.

The Cuairdran. He is a wonderful, warmhearted person to eve
laboring man and I think most of the business people of America ad-
mire him tremendously.

Mr. Harris. I am sure Mr, Meany would appreciate your kind
comments.

The CHamdran. I did discuss this with Mr. Meany some time ago
and tried to explain it to him, and he said, well, I have always said,
. Senator, that the only plan I am really in favor of is one man, one vote.
Let everybody be treated the same. I am happy to see that your
organization thinks the plan I have su%gested——and Senator Nelson
of Wisconsin and Senator Douglas of Illinois have joined as cospon-
sors now—would be the best way to go about doing it.

This matter of improper influence plagues all of government—this
f;overnment and every other government. The [§olple who have money

1ave a lot of influence. But the point Senator Nelson has made to me

so many times, and he was Governor of his State before he came here,
is that while it is true that a person could accept other contributions
and spend other money, the financing of the presidential campaign as
I have advocated, would not require any man running for office to make
any commitment that he did not want to make.

In other words, if somebody came to him and said, “We could put up
a half million dollars, but we would like to be sure you are going to
do a certain thing,” if he did not want to do it, he could say, “Thanks
just the same, but I will handle it myself,” because he would have a
means of financing his campaign. He would not have to do it that
way.

1 am happy to see that your organization has given me the courtesy
of studying the measure that I recommended.

I take it you also favor tax credit ?

Mr. Hagrris. Yes, we would favor the tax credit if there were some
low top limit on it, such as, say $10 to an individual or $20 on a joint
return. We would think that would be the maximum on a tax credit,
but subject to that limitation, we would favor it.

The CrHAmrMAN. In a Governor’s race, for example, you would
prefer to see it financed, say, by 10,000 people putting up $10 than by
1,000 people putting up 1004

Mr. Harris. Yes; we think it is a much healthier situation, and not
only diminishes the chance of undue inflnance, but enlarges the group
of people who take an active interest in politics.
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As respects your and Senator Nelson’s proposal, we do think that
the cost of the presidential campaign or some reasonable portion of it
is a legitimate cost to be charged against the Government, an essential
Eart of the election costs, and it would be quite proper for the Federal

overnment to meet it. : _

- The CHAIRMAN. Senator Morton ¢

Senator Morron. I am sorry I did not get here for the beginning of
your statement, but I have read it with interest. I agree with you, asI

inted out yesterday, that the proposal that Senator Magnuson and

made a few years ago, which was just a $100 credit, was unfair for
the reasons that you have pointed out. ‘

I also agree with you fully that whatever we do should be designed to
encourage people to take an interest in elections and to vote. I think
you will agree with me that an informed electorate, an intelligent elec-
torate, is necessary for the preservation of representative government.

I am also glad to have your comments on the proposal of our chair-
man. I admit candidly that when I first read the news account of his
amendment, it seemed to me that it was the same old philosophy—Ilet
Uncle Sam do it. The more I studied it, however, the more favorably
I am impressed with it. For, indeed, I think the cost to the Govern-
ment under the Long proposal is not going to be any greater than
the cost to the Government under these various tax proposals. And
certainly the administrative costs are far less.

Thank you very much. :

Mpr. Harris. Thank you, sir.

The Cuamyan. Thank you so much, Mr. Harris. We appreciate
your being here today. ' '

My, Martin Lobel, of Lobel & Lobel, Boston, Mass.

STATEMEﬁT OF MARTIN LOBEL, LOBEL & LOBEL, BOSTON, MASS.

Mr. LoBer. T am Martin Lobel, a practicing attorney in Boston, and
I will b assistant professor of law at the University of Oklahoma
this coming year. : .

Sitting here today I am somewhat in awe -of the majesty of the
Senate and the political knowledge -embodied in its Members. But I
am also somewhat skeEtical of the passage of a bill reforming cam-
paign financing. In the past, the Members of Congress found it im-
possible to -escape, from the maelstorm of immediate problems to cope
with the not so immediate but just as serious problem of reforming
our election laws. Unfortunately, the demands on a Senator’s time
just to cope with problems of the moment leave little time to consider
other, less pressing, problems. Now, however, you have «a chance to
act.. RS o , B

“You have already heard from sor:e of the most eminent students
and pragctitioners of pragmatic politics so, rather than waste the com-
mittee’s time covering the same material, I would like to attempt to
place-these bills into the framework of a functional democratic theory,
so that we .can approach eampaign financing unemcumbered by the
campaign financing theories usually encountered.

~Your function when you go out to campaign is to inform and edu-

cate the people so that they can make a rational choice between those
issues which are in controversy. You present yourself, your policies
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and your method of apgroach before the voters every 6 years. You
hope, if they understand your policies, they will vote for you. You
believe your policies are the best for this Nation and your constituents,
but it costs money, time and effort to communicate this to the voters
who are invariably quite well inisulated from the harsh realities you
must face day in and day out. Only during election campaigns do
you really have a chance to catch the attention of the voters and to in-
terest them in issues and, yes, in you. Nor, should the voters be faulted
too harshly for this outlook. It costs them time and energy to acquire
this information and it often seems more profitable to them to expend
their limited amount of time and energy on other, seemingly more im-
portant demands. '

Election campaigns are the keystones of our democracy. De-
mocracy presupposes that the voters can act rationally, but, without
sufficient information, no one can make a rational choice. While it is
relatively less expensive to iriform the electorate of the issues during
an election campaign because the campaign tends to focus the elector-
ate’s attention on the issues and the candidates, it still costs a lot of
money. This is a fact of life which no amount of legislation is going
to change. . No candidate, no matter how altruistic, is likely to observe
the artificial limits imposed by the present statutes on the amowit of
money he can spend to inform the public about his program, his qualifi-
cations and his accomplishments: - Nor should he ge required to do so.
After all, no matter how good a candidate’s programs are, they cannot
be effectuated unless he is elected. And, as a matter of policy, it
seems clear that too much information is to be vastly preferred to too
little information. o L '

The real problem thus becomes apparent. It is not to limit the
amount of spending, but, rather to encourage competent citizens of
average means' to run for office and to make sure that suflicient funds
are available to all qualified candidates so that the candidates are not
forced to accept unwanted obligations merely to raise necessary funds.
While I realize it is very difficult to draw the point on the continuum
dividing desirable from undesirable contributions, the fact remains
that for most candidates the most lucrative sources of contributions are
too close to the dividing “ne. You, sitting here, are not really touched
by this problem now and this is part of the reason why the election laws
have not been reformed.. However, it was not so long ago when you
began your political careers that you were faced with the dilemma of
whether to take a contribution from an unwanted source or refuse it
and do without some aspect of your campaign which might win you
the election. o . : S

There are two basic approaches to alleviating the financial plight of
the parties and candidates embodied in the bills before this committee:
either a tax incentive to encourage small contributions or a direct Gov-
ernment subsidy. The choice wiﬁ de})end upon the following : how will
the plan affect our political systein? Will the plan srovide sufficient
funds? To all those who need them? And, finally, how well can the
transfer of funds be controlled? . . - .

A tax incentive, if all the technical problems counld be eliminated,
offers. the  most. attractive theoretical solution. It would encourage
people to participate actively in the political processes and would make
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ithé partiss more responsive tb'that ‘vﬁst"am‘o_tjphous? rottp 'we' call the
ielectordte, rather thin:to special ‘groups’, within the: electorate.. A
-further benefit is that the money I8 allocated!in'direct praportion:to the
epatties’ﬁeﬁomanc; popularity: . i";;.*i?"'.‘)'f')i»!ii,.(.}?L'"?'!’.-' c g N
-~ However, at presont, techhical probleths seviérely fimit:eud, perhaps,
-eliminate tax incentives ag a feasibld solution. ' Thensational parties are
‘fiot' now capable of f;akin%‘ advantags of such s plan:and X Have:some
idoubts whether the -parties ' doulddevelop, the requisite ig;ﬁshr_oois
‘organizationsin time tomalke effectiveé use ‘offthis wmethodi “Whilg'such -
a strengthening of party structure is'much ‘to-bé desired; by the time
-*f:ht:iparties‘cou d: restridture themselvesj the plan would:nost lkely bo -
in disrepute. -~ - - - A R S
~ A more seriéus barrier to' the s\iceets of such: & plan, lidwever, i
‘the problem of contrel. -Any system efféctively controlling:the trans.
-fer of: finds: woitld: éliminate-the ‘advantages of mass' golicitation,
This difficulty 1 believe has been recognized by the sponsors o'f the tax
incentive bills; because they shift:the responsibility 6f developing con.

trols onto thie Internal Révenua Service. : Shifcin% off deéqisionmaking

to an administrative agency in order to pass a'bill is often advisablé,
‘but I dort’t believe thig i the case here where 80 1ntich restsupon this

decision, - For example, under S.' 2008, a recipient of & $200 ¢oritribu-

tion could use the available predits ito: by nine votés by handing out

-evidence of '&.$20 ‘contribution t6 nine people iwho 'could’ then:claim
a $10 credit ag:inst their taxes, - In efféet; thege tecéipts wounld be as

good as cash, but ‘cost the distributor of therit nothing. - Yet, effective
fcontrols,-'suéir-as”.a’ tax stamp plan;-would. elifiindtd the: greatest: ad. -
vantage of tax incentive plans: the possibility of mass:door-to-door

‘solicitations. ' There'is an'additional problem whigh:is:also comimon

to the tax deduction and tax: oredit'plans. - Most: psople, ‘myself- in.

-oluded, would prefer that the Tniternal Revenue Service not know to

which party or’ candidate T contvibuted.” ‘Although I am not'suggest.
ing that this would conseiously infliience an dgent’s decision, the fact

emaing that we dll fall victim to unconscious bidases and I, ‘for one,
‘would rather not take the chahes of rousing éne it an agent itivesti-

gating My tax return, -Preserving:the privicy of the contribution

thus adds another COmglic‘mti‘ng factor. Finally, there is the problem

of controlling the eligible beneficiaries. The one who is most in need

of money and ‘is thus in‘the greatest danger of “being bought” is the

candidate for nomination. But who is to détermine who is & legitimate

candidate? Probably, the oiily solutioh’to thig problemis to limit

thé eligibility; in the beghnning at least, to those ¢andidates for Fed-

eral and, perhaps, statewide offices who have qualified to be placed on
“the ballot. I 'realize this eliminates many candidates who sorely need
‘money ‘but we must seé how well the plan’ will work-when the candi-

dutes are fairly visiblé and, if the plan works: well, then it:can ve

_The alternative method of providing the necéssary fifnds is by di-
‘véet Government subsidy. - ‘Althouph X must admit my first reaction
was one_of dislike, I believe, upon reflection, that Senator Long's
plan is the most feasible method of alleviating the politicians® finan.
cial needs while promoting & more viable démocracy. - This propossl
‘would greatly improve campaign planning because a candidate would
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§ kmow: ho, could count. on:at:least @ amount. of mohey,and thus would
§ not have to wnt.mual?v ‘change his plans as the'flow:of funds varied.
¥ Controlling the transfer of funds will also be much easior under this
| plan than under the tax incentive plans since, after the party certifies
§ the bill, the Comptroller will pay the treasury of the party: directly.
 Nor does this: plan fall ‘astray .of the pitfalls faced- by prior plans for
diveot subsidies. . It does not attempt too much and because the. amount
g of money granted to the parties varieg-with the popular vote the prob-
j lem of the firet, amen:’ment is avoided &s is the likelihood that a:direct -
y subsidy.will: vitiate a vigorous party system. . However, I should like
§ to mnaxe two ijug%]eﬁt»lnns.' .'Itzwo.u_lg: probably - be better, to. allow‘the .
§ parties to, decide how the money 'is to be used rather than limit its
§ use solely for presidential ‘gamipaiga-expg ditures. . Thus, .for. ex-
j 2mple, the parties wouldb6 able to use the nidoney for office expenses
2 or to aid senatorial cgaflidates who were in need of fin ancial assistance.
§  Secondly, since tHe direct subsidy will not help ¢andidates for nomi-
i ngttlon,‘lp_erhaps Ahe plan-could be cqafibined with one allqwing a can-
§ didate for nognation or elegtion to deduct, upto statutoryNimits, any
unreimbursed expenditures’incurred in r for office... Qf all the
8 professions/ouly’ poljtiCians arp .exce the general ryle -that
only net income is talxed. - Almpst, evety.other pepson can dedyct the
§ cost of eafning a living br “misguided fudicial dkeision
candidates are denied this 4 o refnedied. -\.
E  BeforgfI conclude may I mbk¢ on Senatoxy Wil-
liams’ atpendmentff “Lhe i T Fof ibility of aj con-
ig off thidaw s ingeniows but

tribution{ upon: the Ly
should bé 'pug off: es in the election lajv are
¥yaburden on the coftrib-
bributionxgst on events out-

removed.\ Until sudh time, 2t\seems
utor to mike the ddductjbilit i
 side hiscohtrol. .\~ .7 N\ )
Meay 1 thAnk you for this opporturtity to tektify. . YA
§ The Cramgman, Thank yer’'so muth for your gtatement Were, Mr.
Lobel. - Yru.have studied(this matter in con¥iderable depthyI can see,
 based on some Bf the observatio $ you nitike here. "What is your
§ background in thig matter that causes you to come beforgis? o
My, LoserL, Well)arimarily, I am interested in ref drming our elec-
tion laws.: I received mymaster of laws at Harvard this past year and
my master’s thesis was on Fedoral contral ef¢ampai cing.. As
§ aresultof this, I bave written an article to be publish e October
§ issue of the.University of Minnesota Law Review.. . ~7 . .
The CHAIRMAN, WZ have some people on this committee who really
| understand something about this campaign financing problem. Sena-
j tor Albert Gore, one of oyr astute members, conducted an investigation
'} in congiderable depth in the financing of presidential campaigns some
years ago and published a report on his efforts. :.I have, ,een;tryinﬁ e
to get a oopy\of it for gome time, but it is-out of print. He undertoo
§ to iind ont, who put up;all thig money that was mot,m{)or,ted-' ‘Ho came -
up with an educatad guess that.in the election that he investigated—
fthat was the Eisenhower-Stevenson campaign—the Democrats roised
sbout $12.5 million and the Republicans raised about $40 million, But -
he is frank to sny that it is just a guess.. He just ran out of time, call-
ing people and asking them how much they put up. .There is no law

T RS T A S S TS
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violation involved, but he was just asking about what they put up‘that
thtgwerenot uired to answer. I o
. Did you read the report? A

Mr. Lopen. Yes,sir; Xdid, - - - = =7 TR

The CrArMAN. It isout of grint.i It ought to be reprinted as a best
seller, for anybody.who wanted to get alist of prospects. e
. Tam frank to tell you that I sometimes gain the im%ressioﬁ that when
you are talking in terms of large campaign contributions-—I:do not
mean the $100 type, I mean the big ones, $5,000 and above—the distine-
tion between a campaign contribution and & bribe'is almost a hair’s line
difference. Youican hardlytell one from theother. - -~~~ . "
. - For example, I recall an election in my State where one man Kut up
almost o quarter of a million'dollars. He was a very fine, high type
man and we passed a big tax that cost hint a fortune. But we did not
do that without first talking to him and saying, we think this is neces-
sary, we hope you will pardon us for doing it. Frankly, if he had said,
no, no, it just cannot be done, I do not know whether we would have
done that or not. - _ _ . I

The other side, of course, had some very fine people who put up
large amounts of money in their campaign, and if I do say it, some
of the people who put up the largest amounts are some of the finest
people I know. One sweet woman was on the opposite side and
thought they were going to lose and came charging in there with a
couple of hundred thousand dollars to pump up their side. While
it is true she did not expect to control the State in the event that the
candidate she was supporting won, anybody who would suggest that
she had no more influence than any other sweet old lady in a ealico
dress just does not know anything about politics.

That is the type of thing I thought we ought to try to eliminate,
My thought is that as much as you can criticize the Congress for un-
due influence, it take two to tanigo. Now, if a Senator. or a Congress-
man has a bad bill or something that should not be done and he wants to
do something that is not in the public interest, he cannot put it through
unless the President signs it. - If the President vetoes the bill, he can-
not override that veto, not if the President sends down a strong veto
message. ' I do not know of any time-the President has been over-
ridden unless the Congress thought very strongly he was indisputably
wrong. o B
* Can you tell me how many times in the last 20 years, for example,
Presidential vetoes have been ovérridden. Not many, have they?

Mr. Loper. Not many. | . : .

The CuamyaN. I think we overrode Eisenhotver about one time.
We did not override Kennedy once, and we, have not overridden
Lyndon Johnson one time.: Harry Truman would slap & veto on-a
bill, and have himself overridden a few times. But generally speak-
ing, where we did override him,‘évery Congressman and-eyery Senator
explained in great detail tohis constituents why he overrode the veto of
the President. . ' ' R
- Mr. Loser. I think many péople make the mistake of saying that
large contributjons are per so bad. T think this is incotrect, I think
it 15 a balance you-have to draw between how laree @ contribiition i
and the office being contested.  For ékample, $10,000 'is mitch ‘more
important to a Congressman than to a Senator or President. Yet
those who are able to contribute $10,600, or $1,000 more commonly
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should have some means of access to the Congress, to the Présjdent or
what have you, so they can bring whiatever idéas they have to the
Congress of* President., - 0 o

The CaRMAN. I have seen it both ways. I have se'en'-&')eople,put
up more tharn $100,000, some of the finést, highest motivated people in
the world. On the other hand, I have seen some other fellows come in
looking for a highway ¢ontract, let’s saK’, and state, “I am_ willing to
put up $25,000, but I want to name the highway comniissioner of this
next administration, and if I cannot name hiin, I want'to have veto
power over who it will be. Here is the $25,000 and no' réporting; noé
anything. Let’s just understdnd each other. If wé can do business, I
will put this money up.” oot .

I have seen it work bath ways. I am sure that the people on the
other side have experienced.the same problem, T

Mr. Loper. I think the greatest benefit of your plan, Senator, is that
it will enable a presidential candidate to refuse a contribution because
he will not be absolutely required to’take it, for example, just to main-
tain a 5-minute TV spot to reach tlie péople. There is a new book com-
ing ont shortly that will indicate the weakness of our present laws Teg-
ulating campaign financing and will show further that no matter
how altruistic a candidate is, he has to accept these contributions
merely to present a minimal campaign to the people. o

The CuarmaN. My suggestion is & ‘simgle’ way to ‘meet one prob-
lem—the biggest one. If you can solve the big probleni, you can solve
the small problems later on. My thought on' the subject is that you
can move step by step. If my suggestion applied to the next presi-
dential campaign, it would mean that the Republican Party and the
Democratic Party, with their two nominees, would both have available
to them $26 million, which would be on thé theory of one man, one
vote. They could take a look at how they are running and take a
cliance ‘'on spending more than ‘that, and chances are both of them
would. If they got more votes, all right, they should be allowed a
larger amount of money. _ o ' :
" Mr. Lopen. I think that is correct, but I would like to point out
that one thing, that if the party can contribute money to candidates
for the Congress or the Senate, I would much ¥1‘éfer the party do'it,
than some contributor wliose money had been refused by a presidential
candida%e because the latter already was assured of funds under your
proposal. o I

The Cuairyan. In States like Louisiana,'a big Southern State, we
tend to think of it on a différent basis, because usually, the big race is
the Democratic primary and you get all shades of the rainbow in thosé
candidates. Some people who run are very' fine men. ~ Yéit get soine
people who are so liberal that they are out of bounds on'the left and
Somé so conservative that they are out of bounds on the right, and
you get some peoplé who aré just completely-‘screwballs, but ‘they
all piit their names out thére. Tt does cause Me to wonder Whetlier
we have any business trying to finance some-of these people who lidvé
no business running to begin with. That is why I do not try'to answer
tl}aj;é, And I am not sure that you w}ould want to ansivey it..: Would
youd' o T e e
" Mr. Loper: No, T wonld'say we are finanéing the party ratlier than
the candidates. All too often; the présidential eandidate has botrne
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no relation to the feelings of members of his party in the House or
in the Senate. I think this is unfortunate.

The Cuatryan. If you do not want to name the book you mentioned
earlier, I would appreciate it if you would brin&z it to my attention.

Mr. Loser. You will see it in newspaper headlines, I am quite sure,
It concerns campaigning in Massachusetts.

The CrARMAN. If you know as much about politics as some of us
do, you will find there is not much difference between Massachusetts
and the rest of the States. There might be some people who claim to
be a little different, but in the last analysis, it is a matter of degree.

Mr. Loper. We just wash our linen publicly.

The CHAIRMAN. Senator Morton?

Senator Morton. This book that you referred to, the committee
report, was, in fact—the Gore committee—I think 1957 or 1958, fol-
lowing the second Eisenhower-Stevenson race. That is a somewhat
outdated source, because it was published nearly 10 years ago and
certain people are deceased and there have been changes in circum-
stances of others. There have been changes in address. If the chair-
man wants & good source book today, I have an up-to-date list of the
members of the President’s Club I would be glad to make available
to him., I researched that with the Clerk of the House and it
took days, but I have it right up to the last month.

The Crzamraran. I would be happy to haveit.

Senator MorToN. Do you want just the Louisiana names, or would
you like all of them? I have them broken down by States and dates.

The CuamrMman. I would enjoy having it. I might run across a
name I did not know about. But I was at that meeting over there in
Houston, Tex.—went early and stayed late. I think I know all the
Louisiana prospects. That just happens to be part of the business,
Senator, as you so well know.

Slthnator forToN. I just wanted to offer to be helpful in anyway I
could.

T have enjoyed your testimony. .

The Cuamman. I must say, Senator Morton, it was rather amazing
to me to find on the front Eage in the Washington Post that somebody
thought it was news that George Brown contributed to Lyndon John-
son’s campaign, I thought everybody knew that George Brown had
been a friend of Lyyndon Johnson’s, been that way ever since he started
in politics. But every now and then you find some uninformed peo-
ple you have to educate on that subject. .

Senator MorTon. I agree with youon that. Isaw nothing, frankly,
to connect the Mohole project, which was the center of this, with Mr.
Brown’s known and long time support of the Democratic i’arty. It
was not any news to me. .

The CraIrMAN. I knew that George Brown was a friend of Lyndon
Johnson’s the first time I met him and have known that ever since
that time. My feeling is that George Brown would have been sup-

rting Lyndon Johnson, doing what he could to support his friend,
ﬁ)oho]e or no Mohole.

Well, thank you, Mr. Lobel. .

Mr. Mile allas, president, Callas Contractors, Inc. He will be
accompanied by Mr. John Lloyd of the Cumberland Valley Chapter
of the Associated Builders & Contractors.
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STATEMENT OF MIKE CALLAS, PRESIDENT, CALLAS CONTRACTORS,
INC., HAGERSTOYN, MD.; ACCOMPANIED BY JOHN LLOYD, CUM-
BERLAND VALLEY CHAPTER OF THE ASSOCIATED BUILDERS &
CONTRACTORS

Mr. Carpas. Mr. Chairman, my name is Michael Callas. I am the

resident of Callas Contractors, Inc., a construction firm located in
%agerstown, Md. I am also the president of the Cumberland Valley
Chapter of the Associated Builders & Contractors of Maryland.

Today I am accompanied by Mr. John Lloyd, our executive sec-
retary of the Cumberland Valley Chapter. . .

We appreciate this opportunity to present our views on the im-
portant iscues before the committee this morning. )

I am going to speak on the basis of my own experience as an
American citizen and as the company president of a small business
firm and as the head of an industry association on the subject of
deduction of political contributions.

I must admit that I have only recently been stimulated into the
fields of political activity., Legislation which affects me personally,
which effects the operation of my small business, and which the 110
member firms of our construction association look to me to have
favorably reported, enacted, or defeated, has literally gotten me off
the sidelines and into the game. So in the past few years, I have made
repeated visits, written many letters, telegrams, made phone calls to
our elected legislators, from the local level to the national level.

Four years ago, I served as treasurer of my brother’s campaign for
a local office in Hagerstown. Since then, the itemized statements of
the candidates campaign expenses have had a little more realistic
meaning to me. I have seen the tremendous costs of even a very, very
small venture into the large political field. It is with this firsthand
knowledge of campaign costs and personal observations, the need for
legislators who will express and vote for the issues vital to me, that
makes me believe that every American citizen needs, requires, is en-
titled to some form of tax relief in order that he may contribute to
the campaign funds of the political candidates of his choice.

My very vivid recent experience with two pieces of legislation which
vitally affected our eonstruction industry might serve as an example of
what I mean. Many of the legislators with whom I discussed what
I believed to be very adverse legislation for our construction industry
voted for the passage of these two bills, even though, by their own
admission, their mail, their ghone calls, poll results, et cetera, were
overwhelmingly in favor of the defeat of this legislation. These men
indicated to me that they were only their campaign commitments.
Morally, I have no objection to this method of voting. I, too, believe
in feeding the hand which feeds you. :

Incidentally, numbered among the very heavy contributors to these
gentlemen’s campaigns were organizations who not only are minority
groups who are not held accountable financially, but who alco enjoy
a tax-exempt status for the so-called political education needs and re-
quirements. All I ask is that the rest of us rank-and-filers be allowed
to enjoy a similar tax relief in order that we might all exercise this
opportunity of political contributions for the candidates of our choice.
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The -American taxpayer is allowed so-called tax-free credit for his
contributions to the operation of his local, State, and Federal govern-
ment. His contributions for the operations of his church are a deduec-
tible expense. His contributions to promote better education, medical
facilities, social activities, are considered vitally necessary and are also
in many cases nontaxable. Therefore, I feel this right to help elect
a man of his choice should also be tax free to the individual.

I thank the committee for this opportunity to z(igi)ea'r this morning,

The Crmamryan. Thank you very much, Mr. Callas. You are the
concluding witness of this hearing. I have noticed one thing about
all the witnesses. We had a spokesman for the President, to support
the President’s recommendation. We had three U.S. Senators testify.
We had representatives from labor and management. And while they
differ on what the answer should be, they all agreed on one thing, that
there should be some way to provide for the legitimate, honest, un-
prejudiced financing of these big political campaigns—that good gov-
ernment requires it. I am happy to see you, speaking for 110 con-
tractors, say the same thing, that something ought to be done here,
I hope wecan find the right ansier, because I think just in the interest
of good governmént, people should be in a position, when they are
elected to office, to do what they think is right without any heavy com-
mi]tment one way or the other to favor one particular group over an-
other.

Thank you very much for your statement here.

Senator Morton ¢ A

Senator Morton. I haveno questions.

The CrairyaN. Thank you very much, gentlemen.

That concludes this hearing. We may discuss it further, but for the
time being, that concludes the list of the witnesses we have been sched-
uled to hear. - |

We have a statement we will print in the record, from Mr. Craig
%ma.x, chairman of the Republican State Committee of Harrisburg,

a.
(The statement referred to follows:)

STATEMENT OF CRA1G TRUAX, REPUBLICAN STATE CHAIRMAN OF PENNSYLVANIA

This statement is based upon 10 years of work within the Republican State
Committec of Pennsylvania. - My observations and experiences, as they concern
the financial problems. of pelitical committees are similar to those of participants
in other states in both political partics. :

Both the'Republican and Democratic Parties-are today in scrious financial
trouble. Not only are the majority of such committees unable to properly fulfill
responsibilities to the electorate, their weakened condition makes them vulnerable
to takeover by individuals and groups who have access to financial power.

For years, citizens i;roups,, political leaders, Presidents, Commissions and
officcholders have pleaded with the Congress of the United States to allow this
Nation to have a healthier and more self-reliant two Party system by granting
Parties the right to receive tax-deductible contributions. .

. The inaction .of the Congress has denied us this sensible course of action; thus
leaving the Nation’s domestic political affairs open for domination by forces
which never ‘get voted upon in the seerecy of the polling place. .

At work in-every Capitol City in the Nation are organizations representing
the political and.economic interests of the professions, uniohs. and: businesses.
Thdse organizations,: properly involved in their government, are in most cases
handsomely-headquattered, well-staffed by career personnel, and ‘heavily financed-
by membership contributionis which are tax deductible! We approve of, and we.
salute these organizations. ' ‘
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However, we believe that the legally constituted system of political parties
deserves the same privilege—and our feeling is suf)ported overwhelmingly by
the American people according to public opinion polls.

Easily recognizable is the massive money problem of meeting the soaring costs of
modern-day campaigns. Unfortunately, the availability of large amounts of
money is today too much a factor in determining the outcome of campaign.

But, the Parties do more than just ‘“run candidates’”. We are the custodians of
the clectoral process. We are the maintcnance crew which keeps alive the concepl—
that cilizens should develop and maintain a voluntary decision-making political system
free of government domination or inlerference.

On this last point, I close my plea.

The financial problems of political committees are such that they cannot, and
will not be ignored any longer. The question is: Wil Parties be put on a direct
Gorernmental subsidy plan, or willlhey be given the right to receive lax-deductible
contributions to the degree that the public feels they merit voluntary financial aid?

I heartily recommend the latter course, and adamantly oppose the former.

I recommend that this session of Congress act immediately to make a political
contribution of $100.00 or less deductible from personal income.

With this right, the political committee at the County, State and National level
would be able to raise adequate money on an annual basis from large numbers of
citizens. The public would be better served under such circumstances by more
competent party organizations with the financial security to act fully as instru-
ments of the general public.

(Whereupon, at 10:55 a.m., the hearing adjourned, subject to the call
of the Chair.) o



