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FINANCING POLITICAL CAMPAIGNS

THURSDAY, AUGUST 18, 1966

U.S. SENATE,
CoMMITTEE ON FINANCE,

Wa8hingto, D.C.
The committee met, pursuant to notice, at 10:05 a.m., in room 2221,

New Senate Office Building, Senator Russell B. Long (chairman)
presiding.

Present: Senators Long, Anderson, Hartke, Williams, Curtis, and
Hoiton.

The CHAIRMAN. 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 coping 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
I 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 testify for my own plan.

Senator WILLIAMS (presiding). Then, I will have the Treasury
Department testify for the Johnson-Williams p lan.

(S.3496, Amendment 732 to H.R. 13103, S. 2006, S. 2965, andS. 3014 follow:.)
(S. 349.6, 89th Cong., 2d sess.)

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

Be it enacted by the Senate and House of Representativea of the United States
of America in Qongrees assembled, That this Act may be cited as the "Presidential
Campaign Fund Act of 1966".

DEFINITIONS

SEM. 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.
1



2 FINANCING POLITICAL CAMPAIGNS

(c) The term "presidential election" means the election of presidential
electors.

(d) The term "administrator" means the Comptroller General of the United
States.

ADVANCED PAYMENTS FROM UNITED STATES TREASURY

SEQ. 3. (a) ,Ofi "Septix e " 1, Septe)ber 15, Octor lj a ud, Octbber 15 of the
presidential campaign year, theS secretary of the Treasury shall pay into the
treasury of any political party which has complied with the provisions of section 5
an amount (subject to the limitation In section 5(b) ) equal to 20 percentum of
the amount computed under subsect19(b).

(b) The amount referred t0"in Sibsection '(a) for any political party shall be
computed as follows : I -

(1) multiply $1 times the popular vote cast in the preceding presidential
electioii foi the candidate of such party for the Presidency;

(2) multiply. $1 times the popular vote cast in the preceding presidential
election for the candidate who' received the next to the highest number of

(3) take the figure in paragraph (1) or (2), whichever ie the 16er, 'Atid
subtract $1,500,000. The resulting figure is the amount to which the 20 per
century will be applied fot purposes of subsection (a).

POST ELECTION PAYMENT FROM UNITED STATES TREASURY

SEC. 4. On December I of the presidential election year, the Secretary of the
Treasury shall Pay into the treasury of any political party which has complied
With the provisions of section 5 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;

(2) multiply $1 times one-half if the total popular vote cast for all
presidential candidates in the presidential election;

(3) take the figure reached in paragraph (1) or (2), whichever is the
lower, and subtract the sum of $1,500,000 plus amounts previously recelved'as
advance payments from the Secretary 6f the Treasury under section 3.

CERTIFICATIONS BY TREASURER OF POLITICAL PARTY

SEC. 5., (a), No payment shall be made under this Act into the treasury of a
political 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-
dentifl campaign, and hos furnished such other information as may be requested
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.
I (c) 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 adminls-
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,thqPresi-
dential Campaign Fund Board, to counsel and assist the administrator In the
performance of thle duties Imposed upon him under, this Act. The Board shall
be composed of two 'menibers designated'byeach, political 'p rty whosb 6andi-
date for the presidency receievd a popular vote of .i bre thdn ten million at
the last presidential election, and three additional member' selected by the
political party representatives upon the'"cioncurrence of the majority thereof.
The term of the first members of the Board shall expire on the s!lNtieth day after
the date.of the. first presidential .election following the date of, th 'enctjnent of
this Act 'and the term' of subsequent members og. the Bird shall beglwi on the
slxty-first. day after th e 'date 'of a.'piesldentlal ele&tionqnd xpire ,onThe six-
tl th day.f61Ioylng Lled te of t h9 sibsecuent preside ei l e1 t i , ,on:6 I Board

, . , *. ., ,. , ,, ,p.r- e$ , p 0 ! , 0 p.,, d,

shall selet a Chair'man from a-ong Its members. Members of the Board, while
i



FiNANciNOi POLITICAtL CMAIGNS 3
itt d ng m~ettnp or"cotifertoees '6f 16e Bo d ihaftbe entitled to receive

tqripenatlon :at tho rte' of" ' diem, iiluding travel time, and wAhIlie
swaNy, from !-thir, hbmes or riu lr pla¢s 0t6busines they'may be allowed travel
expenses, inc, iding per 41e*' iili" aiu'hfiubsistepcef S avtlorzed 'Jy sittoio712 'of t'te 5'. f'the' Ihited 1States lode, lorjersohs tn the G enrmiit service
eW0l 6yed Wt f~r~tkntlfy. , "'". 0....•. ., ....

f o . . , , t - -Z-,

.So. 7 .There ar hereby atitlorized. to be appropriated, such- sums ai khay be
necessary, and, appropriate for .the, byiifis,1ot lofthe pr0 visions and 'parposei

AMENDMENT No. 732
(H.R. 13103, 89th Cong., 2d sess.]

AMENDMENT'Intende'd to'be proposed by Mr. WittI s "of Delaware to H.R.
.1iI314 axActtoamend .thq InternalRevenue Code of 1954 to provide equitable

Stax'i , eat Li t for foreign 1nvestnt In the .United States;, viz.- At the end
- o, tlj'e bi addthe folloy~ng newseptlon: . ".. ..

SEC 1I DEDUCTION OFPOLITICAL"CONTRIBUTIONS ;

(a) Part VII of subcha'pter B of chapter 1 of tie Internal Revehue Code of
1954 '(,zlating to additional itdnilzt"d'liictlofis for individuals) is amended
by redesignating section 218 as 219, and by inserting after section 217 the fol.
lowing new section: , , .

218. POLITICAL CONTRIBUTIONS.
."(a)- ALLOWANCiC OP DEnuorIor,---In the case-of anihidividuaii; hei shall be

allowed as a deduction an amolmt equal to so much of the political cofitributldna
as does not exceed $100, payment of which is made by the -thxpayer withiii the
taxable year,'but only if, at uh'tim4 the deductioiis claimed, the committee or
individual, who received the contribution hats-complied with all 'provisions of
Federal, State,.or local law Whfc" r0qiilre the reporting of the' receipt'Of uch
contribution. In the case of a joint return of a husband and wife under section
6013 th6 deductions" shall noteieed, $100, and In the dase of 'a seiparite' return
by a -married individual the dedictloh shhillnot exceed $150.
." (b) VERFIOATION.-The deductiodi I inder subsection (a) shall'W' lallbWed,

with 'respect to any polttical 'contribution, only if such political eontrlbution i%
verified, In such mann,6r'as'theSecrdtAry or his delegate shall prescribe byifegu-

"(c) DEFINITION OF POLITICAL CONTRIBUTION.-F O purposti Of this seetiii the
term 'political contribution' means a contribution or donatItn of mineyt6-

"(1) an individual Who:is a candidate for any'Federal, State, or local
•electivo public office in aly general, "special; ornprimary yletion, or111'any
convention of a political party described in paragraph (2),."for use by such
Individual to further hisf candidacy; ori . :
,."(2) [ny 'National,. State,' -or' local committee of'a political prifty'which
had a candidate for the Presidency at the last election 'of prudential
electors, or has a candidate for, the Presidencdy if there is'an'electon of
presidential electors during the current taxable 'year iand such etindidate
reebivedok receiVes,, as the'case may be; mo re..than10percent of the popular
vote.cast In such election, Itf-suchcommitth.eaccepts contributions or makes
expenditures for the purpose of influencing or attempting to infltfeuce the
sqleetion, nonbination; or. electi6W of':any candidate -described in paragraph(1). -'

• (d)' :C~osa REFERENC .--,.. .,. " .:,. .' , : :•
)!I .',For disallowance of deducHon to estates and trasts, ..ee section.,. " 642(1)." " . . .. ... .. .. : , , .

(b) The table of sections for .such. palt -VII is' amended by striking out the
last item and inserting in.lieu thereof the following ",..,' " Bee.;g 21"8. Pollktal e ontr~bihbi n~d ' ' " ..... . .' ' , '

,"Sec'219; Cross-references"' .
(c) Section 62 of such Code 1iting tdif~h. oftu 4diis!Inoe

is amended by inserting after paragraph (8) the following paragraph:
"(0) POLITICAL CONTErIBTioNS.-Tho deduction allowed by section 218."
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(d) Section 276(a) of such Code (relatIng to certain Indirect contrAblutons
to political parties) Is amended by striking out "No deduction otherwise allow.
able under this chapter" and inserting in lieu thereof "Except as provided in
potion 218, no deduction otherwise allowable under this chapter."

(e) Section 642 of such Code (relating to special rules for credits' and deduc-
tions for estates and trusts) Is amended by redesignating subsection (i) as (J),
and by Inserting after subsection (h) the following new subsection:

"(1) POLITIOAL 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.

[S. 2006, 89th Cong., 1st sess.]

A BILL To amend the Internal Revenue Code of 1054 to allow a deduction or credit
against tax for contributions to National and State political committees -

Be it enacted by the Senate and Hou8e of Representative8 Of the Unfted tatet
of Ameriod in Oongre8s aeeembled, That (a) subpart A of part IV of subchapter
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 POLITICAL

COMMITTEES.
"(a) GzvwAL Rum.-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 (c))
payment of which Is made by the taxpayer within the taxable year.

"(b) LxmrrATzoN.-
"(1) AMounT.-The credit allowed by subsection (a) shall not exceed

$10 for any taxable year, except that In the case of a husband and wife who
file a joint return under section 6018 for the taxable year, the credit shall
not exceed an aggregate of $?0.

"(2) APPLIoATION wrrH OTHzR cREDrrS.-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 83
relating to foreign 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 88 (relating
to Investment In certain depreciable property).

"(3) VUUnioAiN.-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 Secretary or his delegate shall prescribe
by regulations.

"(c) DEFnmoqs.-For purposes of this section and section 217-
"(1) PoLrrAL CoNTRrnuTxoN.-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 PABTY.-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, 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.
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"(3) STAT.-The 'term 'State' includes:.'t he Commonwealth of Puerto
Rcq,,any territory or possession of the United States, and the District of
Columbia.

1-(d)-Ejoxr To TAE DEDUOI'OjN xW Lxeu OF CREDIT.-This section shall not
aspjly In the case of th$' taipayer viho r -1 hi tahxablg" year, electS 'to take" the
deduction provided by section 17 (Oiting to'dedutlon for contributions to
National and State political committees); 'Such election hall be made In such
manner and at such time as the Secretary or his delegate shall prescribe by
regulations.

"(e) CRoss REri --o&- .
"For, disallowance of credit to estates and trusts, see section• • 642(a)t4): ,"

(b) The table of sections for such subpart A Is amended by striking out
"See. 89. Overpayments of tax."

and Inserting in lieu thereof
"See. 89. Contributions to National and State political committees.
"&c. 40. 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) 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."
SFa. 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
amended 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) ALLOWANCE OF DEmuurloN.-In the case of an Individual, there shall be

allowed as a deduction any political contribution (as defined In section 39)
payment of which Is made by the taxpayer within the taxable year.

'°(b) LmrrATioNs.--
"(1) AMOUNT.-The deduction under subsection (a) shall not exceed

$500 for any taxable year.
"(2) VEuFIoA'TN.-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) ELEoTION To TAKE CREDIT xN LIEU or DinurroN.-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 39 (relating to credit against tax for
contributions to National and State political committees). Such election shall
be made in such manner and at such time as the Secretary or his delegate shall
prescribe by regulations.

"(d) CRoss RznmEic&-
"For disallowance of deduction to estates and trusts, see section

642(1)."
(b) The table of sections to such part VJI is amended by striking out

"Sec. 217. Cross references."
and inserting in lieu thereof

"Sec. 217. Contributions to National and State political committees."Sec. 218. 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 redesignat-
Ing subsection (i) as subsection (j), and by inserting after subsection (h) the
following new subsection:

"(I) POLITIAL CoN mBunxoNs.--An estate or trust shall not be allowed the
deduction for contributions to National and State political committees provided
in section 217.." •

SEd. 8. The amendments made by this Act shall apply only to taxable years
beginning after December 81, 1063, and before January 1, 1970, and only with
respect to contributions or gifts made on or after the date of the enactment of
this Act.

6-678--46----2
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I8 905. 09th Oong., 2d,*oas.,.
A BILL To amend the Iht~rnal fReve'ue Code' of' 1M4 .to'iallw an income tax VObit ordeduction for certain political contributions made by individuals

Be it enactcd b itho .enat ain1JQ, ofanf RIep ntfeaRvWe otvi'a h i ,of America in Congreqqeen~bled. hat,(a) pubpart'&ofpart IV o I bapt r•1k of ebapter I of the Internal Revenue &;00 of 19k54 (relating to vredi4 agojtt-tax) is amended by renumbering sectfinA0 89 41, and by Inserting after aeviion39
the following'new section:
"SEC. 40. POLITICAL CONTRIBUTIONS. .

40(a) Gth ~6RUx-2--n th' case ofan ihd1#1dual, there shiall be allowed, as acredit against the tax ixnposed by this chapter for the taxable year, ag. amountequal to 70 percent of somni~ch of the political c6ntributions as does noi exted$25, payment of which is made by the taxpayer within the taxable year."(b) LIMITATIONS.- -"(I) A PLIOATION WITH OTHER "aEDITS.-The credit allowed by subsection(a) shall not exceed the amount of the tax imposed-by thIs-chakter for thetaxable year reduced by the sum of the credits allowable under section 33relatei g to.foreign tax- credit), sWtion 35 (relating to partially tax-exemptinterest), section 37 (relating to retirement income),-and section 38 (relatingto investment In certain depreciable property).
" '! (2) VEic'oAToN.-The credit allowed by subsection (a) shall be allowed,with respect to any political contribution, only if such political contribution isverified in such manner as the- secretary or his delegate shall prescribe by

regulations.
"(c) D tNioN.i--For purposes of this section and section 218--(1) POLITICAL CONTRIBUTION.-Tho term 'political contribution, means a

contribution or gift to-=-"(A) the national comLittee of 'i qut!fied political party;,'
"(B) the State committee of a qualified political party as designated

by the national committee of such party;"(0) a local committee of a qualified.politict party as designated bythe State political committee of such party; or"(D) an individual who Is an candidate for elecfive; public ocei inany-general, special, or primary election in any State, or-in any national,State, or local convention of a qualified political party, for use by suchindividual to further his candidacy for such elective public office."(2) QUALIFIED POLITICAL PABTY.-The term 'qualified political party'
meains-

"(A) in the case of contributions made during the taxable year ofthe taxpayer in which the electors of President and Vice President arechosen, a political party presenting candidates or electors for such officeson the official election ballot of 10 or more States, or"(B) in the case of contributions made during any other taxable yearof the taxpayer, a political party which met the quallflcations describedin subparagraph (A) of this paragraph in the last preceding election'of aPresident and Vice President.
"(3) STATE.-Tho term 'State' includes the District of Collinbia, thecommonwealth of Puerto Rico,ntid the possessions of the United States.

"((I) CROSs REFERENCES.--
"(1) For allowance of dedujdicn for certain' political contributions,

see section 218. . -.
"(2) For disallowance of credit to estates and trusts, see. section

642(a) (4)."(b) The table of sections 'for stch §ubpart!A Is'mended by striking out thelast item and Inserting in lieu thereof the following:
"Sec. 40. Politlca) contributions."Sec. 41. Overpayments of tax."

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

"(4) POLITICAL CONTR1BUTIONS.-An estate or trust sliallnot be allowedthe credit against tax for political contributions provided by section 40."SEC. 2' (a) Part VII of subchapter 13 of chapter 1 of the Internal ]RevenueCode of 1954 (relating to additional Itemized deductions for indivIduhls) As

BEST AVAILABLE COPY -A;
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amended by renumbering section 218 at; 219, and by inserting after section 217
the following new s',tlon:
,SEC. 218. POLITICAL CONTRIBUTIONS.

"(a) ALLoWANMCE op DEDUorIoN.-In the case of an individual, there shall be
allowed as a deduction an amount equal to so much of the political'contribution
as exceeds $25 but does not exceed $100, payment of which is made by the tax-
payer within the taxable year.

"(b) VEaivciTIoN.-The deduction under subsection (a) shall be allowed,
with respect to any political contribution, only If such political conitribution Is
verified Iti such manner as the Secretary or his delegate 'shall prescribe by
regulations.
-" (c) POIrT;cAL CONTRIm-.rioN DEFiNED.-For purposes of this section, the term

'political .contribution' has the meaning assigned to it by section 40(c).
"(d) CRoss REERENCE.-

"(1) For allowance of credit against tax for certain political con.
tributions, see section 40.

"(2) For disallowance of deduction to estates and trusts, see section62(i)."
(b) The table of sections for such part VII Is amended by striking out the last

item and 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 redeslgnating
subsection (1) as (J), and by inserting after subsection (h) the following new
subsection:

"(1) POLIICAL CONTmiUONs.-An estate .or trust shall not be allowed the
deduction for political contributions provided by section 218."

SEC. 3. 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
contributions 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 Oongre8s assembled, That (a) subpart A of part IV 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 Imposed 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) LIrrATION-S.-
"(1) APPLIOATION WITh OTHER CRFDrrs.-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
intexest), section 37 (relating to retirement income), and section 38 (relat-
ing t investment in certain depreciable property).

"(2) VERIFICATION.-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 Secretary or his delegate shall prescribe by
regulations.

"(c) DEFxroNIT.ss.-For purposes of this section-
"(1) POLITICAL 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 Stte conmlittee of a qualified political party .asdesignatet
by the National committee of such party.

(2) QUALuFE PoLmcIAL Pw&ry.--The term 'qualified. political -party' I
imeans--,-"(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 of.
fles on the official election ballot of 10 or more States, or

"1(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) STA'T.&-The term 'State' Includes the District of Columbia, the
Commonwealth of Puerto Rico, and the possessions of the United States.

"(d) Oaoss REFvan{c-
"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:
"See. 40. Contributions to National and State committees of political parties.
"See. 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) PoLrwAr coNTamuToNs.-An estate or trust shall not be allowed
the credit against tax for political contributions provided by section 40."

Sft. 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.

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

Senator Lowo. 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-
proach is S. 3496, which I introduced 'in the Senate on June 15.
It 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
refelTed 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
presiding over these hearings ini order to testify before the Finance
Committee on my proposal, S. 3496, and I have asked Senator Williams
to reside.

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 forpsolitical office
and though the necessity of being rich to run for office eclined for a
while, the cycle now seems to be completing itself for once agin it is
becoming practicable only for the rich to seek high elective office. To
one seekhig 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
money. While such an arrangement may be just fine with those who
put up the money and who call the tune; it may often result in actions
contrary to the interest of the public at large.

To cure this evil it is necessary that a method of financing presi-
dential campaigns e 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 people 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 campt.igns 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-
paigns. And that can only be done by means of direct Government
financing. To that end, I recommend my bill, S. 3496.

Under my proposal, a person 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
presidential candidates of tie major parties would have the necessary
fnds 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 f
advance funds available from the Government. This plan would not
encourage splinter parties since a presidential candidate 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
votes,.then, of course, my plan would help that party obtain honest
financing also.
• After the election, a final accounting of the presidential candidates'
campaign expenditures would be made. The amount of this post.
election payment would be determined by reference to the current
election. It would involve a payment to the political-party equal to
the lesser of:

(1) $1 for each vote cast for the party's candidate, or
(2) $1 times one-half of the thtal popular vote cast for all can.

didats in the presidential election,' minus.$1,500,00W and minus
the amount already advanced in the preelection period. , *

*Under these rules a new party would be unable to get a preelet on
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 pa ty' which made a good showing at the prior
.election but which failed .to receive enough votes in the'current elec-
tion to justify it pIrelection advances would not be required to return
the money to the Treasury it had spent on the campai '. 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
Goverj)ment. The Comptroller General would serve as administrator
to insure that payments were limited to actual campaign expenditures
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 recoim-
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 la* 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:)

EXHIBIT I

SOHEDULES REFLECTING AMouNTs OF FEDERAL FINANCING WHICH WOULD HATE
BEEN AVAILABLE TO MAJOR POLMIOAL OANDIDATE8 DURING THE PRESIDENTLkl
CAMPAIGNS OF 1956, 1960, AND 1904, AND WHICH WouLD BE AVAILABLE FOR THIE
PRESIDENTIAL CAMPAIGN OF 1968 UNDER THE PROVISIONS OF S. 3496

Under the Long plan of vote contribution (S. 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
electioil, less $1,500,000; or (b) $1 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 basis of the
popular vote cast in the current election and limited to the sum resulting frc.m:
(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 east in the election, less $1,500,000, whichever of.
the two sums is smaller, minus pre-advaneed funds already received.

There follows schedules reflecting the amount of campaign funds for the desig-
nated Presidential elections computed on the basis of the foregoing provisions
.of the Long Plan.

I bAlq
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Presfcfntial campaign, 1956

'tevenson' Elsenhower
(Democrat) (Republican)

L Advance funds:
.°(a) Sept. I ...... ................................................. $5,162.998,40 $, 12, 99 40

Sept. 15 .................................. . ....... .......... 5,162,998.40 5,162,9A 40
Oct.1 5, 162, W& 40 6.162,99& 40

........ct. 1 .................................................... 5,162, 998. 40 5,16, 998. 40

Total ...................... ...... .............. 20,651, 99.60 . 651,9.60
. Postelection payment: Dec. I ........ ............................ 3,870,758.40 8,861.450.40

& Ttal Federalftnancingforpartycedldates. .................. 24,54762.00 29, 44400
C - Total Federal financing-- - ..-.-.....---......- 0............ K036,190.00

" ..... "Prel#dentio campaign 1960

. , . Kennedy; . N oa'.
I ."i.' ,; '(Democtit) (Repuollean)

e. .... ..................................... 4 450. 4 0S............ ...... 50Oct~................4 45040 .. 4
Qc.5........... .. 4 4604

Ttal........... .......... : .... ,19 617 !,60 .19,617180 60,
. Postelection Iayment: Dec. s . . . ....... ..... 18, 9 0 12,: 0, We. 40

L- '1ot I Fe financing for par y epndldats .*..........73. 00 , 60 ,
4. Total deal financng.. ........ ..................... A w 88D.00

.. I

* -' Fe• 4eua Ctl , 19

... ohnson " odwater

. (Deniocrat) (Republican)

1. Advance funds: ,1 ., 4Sept.1......................................
Sept. 1............ ............................ 6, 5,631.40 $6,M:1.40

) Oct. I .................................................... A 61:63 .40 6,621,631.40
(ei Oct. 1 .......................... .......................... 6,621,631.40 6,621,631.40

Total ..................................................... 2,088,525.60 26,06 525.60
. Posteleetlon payment: Dec, 1 ............................... I ........ ,7,72.40 72)

. Total Federal financing for party candidates .................... , 822,255.00 26, 0%6 5& 60
4. Total Federal financing ....... ----...........- 59, 908 7.80.6)

INo postelectlon payment due.

Pre8idential campaptt, 1968

Democrat Republican

I. Advance funds: •
)Sept. I ..................... ....... .................. $5,135,637.0 $5 135,637.'60

Sept. 15 ................................. ................ ,3637.)0 5.135,637.60
Oct. I ............. ... ..................................... ,135,637.60 5,135,637.60

(d) Oct. I ................... .. ......... 5,135,637.60 5,135,637.60

Total.. .... .... ...... ........................ 20.542,5M..40 20,542, 50.40
I Postelection payment: Dec. 1 ............ .................... () (1)
3 Total Federal financing for party candidates .................. (,) ()
. Total Federal financing....................................

Dependent upon total popular vote cast In 1968 presidential election.
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Senator LoNG. For brevity's sake, I will round off the amounts to
the nearest million.

In the 1956 presidential campaign, postelection payments to the
Democrats would 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 f0v the
Eisenhower-.Nixon Republican ticket, $30 million.

In the 1960 presidential campaign, the Democrats and the Republi-
cans would.each have received about'$83 million, in view Qf the fact
that the vote was vety close.

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

As far as 1968 goes, we can tell how much money would have tW be
given, to the Democrats and Republicans in advance based on the
Republican votes in the 1964 election. That advance sum would be
approximately $21 million. Of course, the postelection payment
would depend on the number of votes actually cast for the Deffiocatic
and Republican candidates in 1968.

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 fi ca! irresponsibility is made,
let me hasten to say that it is estimated. that the $100 tax deduction
proposal would cost $50 million in revenue in a presidential year and
$100 million over a 4-year period. It would b 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 remove it from the executive
branch. Besides this difference in cost, there are other advantages to
the vote contribution proposal 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 br regarded as a serious factor
in American political life.

Although there is no attempt in this bill to prevent outside assistance
of other fin-ancial suppori-t 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 candidatewould be in a position, if he desired, to decline any and
all financial contributions, lie 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 lthemselvw con-
fronitd with the necessity of bringing a, roomful of eccentrics into a
stitiio to share the camera equally with the two or three major can-
didates who had a real chance of being elected. Under my plan the
candidates of both major parties would be well able to pay for their

L I I I
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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
proposal. It is said that my proposal does not do anything about
financing 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 would4not 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 Govenor's race after the
proposal I have made, it may certainly do so, but this should be v,
deci ion resting with the State government and freely made without
pressure or coercion from Washington. Obviously, my plan could not
eliminate all improper influence on the Federal Government but it will
achieve a lot more adong this line than any other proposal that I have
heard. For example, or 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 proposal along the lines I am detailing
here today should not eventually be extended to cover other political
contests. What I am saying, is that we should try it firbt in the race
which affects all of the people in this country and, if it works, as I
am sure it will, we car. 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-
posal will be 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 actually 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 Long plan helping the incumbent party to stay in office
it is just not so. The advance payments to-the incumbent's party would
be b aseod 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 voters in that election.

Finally, 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 Presient Theodore Roosevelt pro-
posed a Government subsidy somewhat along this line.

In 1937, a Senate committee published a report suggesting that
private contributions to political campaigns be prohibited entirely
and that instead all election expenses should be defrayed from public
funds.

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

07-673-66----3
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fairly and efficiently by that iCommionwealth and had's strengthened the
democratic process. 'And President Kennedy in 1961 said he would
support strongly any move by Congres to hMa4, the Nati6iial Govern-
ment sustain the'major burdens of residential campaigns.

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

Now let me show some of tie defects of tax gimmicks to stimulate
cam aign contributions.

Te President of the United States has proposed that ainlial cam.
paign contributions up to $100 be deductible for income tax pur poses.
It is my judgment that thiisi measure would fail to'tciieiVd 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?

Apd 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 includes many older citizens who are nontaxable either because
they have tax-ftre 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.

In 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
money would still come from large contributors and from wealthy
people.

Good 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. It would be best that
one elected to represent the public should feel no greater obligation to

'14
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* professional man than to a blue-collar worker, and that his obliga-
zion ward a p ersoi retiredd on a social Security pension Should
qua! it that' of a millionair e.
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 eachLdoctors could be asked to'contribute $100 each year to
support persons who share their views on medicare or H.R. 10--for
example, Sentor Anderson, I suppose if that scheme were to become
law, it would become a standard practice for the medical association
to pass tho hat and every doctor would be asked, particularly if it istai deductible, "Dro a dollar iA there to help beat people who voted
for the medicare bill."

Senator ANDERSON. They do that now.
Senator LoNr. I guess that'is correct.
Labor leaders could be asked to contribute $100 every year to oppose

those who votod in favor of 14(b) 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 strong
pocketbook interest in the outcome of an election. It has no appeal
to the relatively disiterested voter who feels little involvement one
way or the other.

To make a lawyer's comparison, if a jury were' to be chosen, the
people who would put up the $100 in a campaign would be dis-
qualified as jurists because of their own personal prejudice and i.-
Volvement-yet those who Would not put up the $10 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 tax payers 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 financ-tg political activities. But if they get
the political contribution deduction in addition to the standard 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 churchesT 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 damage and impair the tax-
payer's confidence in the imp rtiality of th Revenue Service in its
collection of taxes, particularly if his. return is being questioned
and ie is a substantial contributor to the party out of power. The tax



FINANCING POLITICAL CAMPAIGNS

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 may 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
personal exemption deduction for children going to school. Treasury
Department 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 .timulation 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
tiune, we rejected, both in the Finance Committee and aain 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-
posed to indirect subsidy in one instance, they should be opposed to it
in other instances, such as with regard to financing political campaign

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 process of determining one's
taxes. This is an area where we should be seeking simplicity, 'ot
complexity. 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 I have
supported in'S. 2780.£ do not suggest that my particular plan 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 individual 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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he 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 arenot 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
campaign financing. i o

What better method is available to encourage the voting citizens of
the United States to participate in a general election? We are con-
stantly presented with editorials, articles and speeches raising the
problem that the American citizen is apathetic that 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
campaign without having to take one single penny out of his pocket.The general revenue financing would also provide 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 monetary
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 car. truly be a government of, by, and for the people of
the United States-responsive to all their needs and interests.

Senator WILLIAM S. Do you have any questions?
Senator MORTON.'. I have none.
Senator ANDERSON. You would finance the campaign entirely with

Government funds?
Senator LoNo. 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 ANDERS0N. You favor that over the tax deduction?
Senator LON. Yes, sir, it would work the same as if you 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 these presidential campaigns. It is difficult to
raise the money for a congressional campaign, but Congressmen do
it and Senators do it.

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 ADPMERso. The benefit' of a tax deduction is less for the
man of modest means than it is for the well to do I

Senator LoNo. Yes.
Senator WILLIAM S. Your proposal, as I understand it., is limited

entirely to the financing of presidential elections only. Wlat would
Prevent the campaign committee from using some of it for defraying
the cost'of the off-year elections? Would they be precluded from using
it for off-yeir elections ?

Senator LONG. 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 1or this." In some in-
stances, it might be a bill that had not been paid at all. The Treasury
would say, "Here is the money for it; you go and pay that television
bill."

"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 is 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 I picked out the second candidate. We would
proceed on the assumption that either paity would receive as many
votes as a losing candidate received in the prior election. On that basis,
wre would advance this amount of money, $5 million for fhese parties on
September 1. On September 15, another $5 million would be available,
on October 1, another $5 million.

Senator WILLIAMS. Wlhat I was tr ing 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 LoNe. 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 Qre eligible to receive advance funding based on 'the amount of
votes that your party or the No. 2 party received in the previous
election.

Senator WILLTIAmS. What I was trying to understand is, assuming
that this were in effect today, during the next p idential campaign
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 WILMAMS. 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 LoNe. Well, this does not attempt to solve the problem, Sen-

ator Williaims, of a man achieving the nomination of his party. He is
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 WILLIAMS. I understand that, but none of the proceeds
could be used to defray the costs lie had incurred in seeking the
nomination?

Senator LoNG. That is correct. 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 party if he 'Wants

to run for reelection. That is how it has worked out. So at least
one of the two candidate" is not going to have to worry about the cost
of achieving the nomination, although the other, of course, is going
to have that problem.

Senator ANDERSON. 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 LoNG. I would not touch it at all. We could help it in-
directly to this extent, that instead of having this President's Club
meet about twice a year and .call upon eveq friend that we call a
Democrat to put up about $1,000 apiece, we could leave those fellows
alone and those people could go and contribute to a senatorial or
congressional candidate, rather than having to pay off the President's
deficit. / I

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

Senator ANDER SW. 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 LONG. 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 ANDEsON. 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
prospects." After they get up $1,000 for this meeting, it is going to
be hard raising money for the next congressional election.

Senator ANDERSON. That is exactly what went through my mind in
Houston. I saw those 34 lambs going to the slaughter and wondered
why they were not put in the right pen.

Senator 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-

paign for Congress, while it is substantial, is not too difficult for a
Member of the House of Representatives. Usually, if he is a very
good Congressman, if he shakes hands and 'pads around often enough
in the off year, sees enough people, he gets by the opposition. Some-
times lie does not.

Senator WILLIAMS. There are no more questions, Senator.
The CHAIRMAN (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 RON
THE STATE OF KETUOCKY

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 questions as I can.

I am testifying merely because I have had a somewhat unique back,
ground in this field, having engaged inextracurriular actvities such
as being chairman of my party during a rather close election and:have
served for the past 4 years as chairinan of the senatorial campaign
committee. In 1952, I managed the campaign of our colleague, tUhe
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 Wrhite House the party, to all intents and
purposes, was broke. We were not in debt, but I had to sweat out
every pay day and every rent day. I spent a lot of my time in trying
to raise enough funds to keep the shop in business, even Ciough 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
pay too much attention to the committee. But they all want money.
I 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. It is no secret to any of you that there has been
great esc4lation 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 tie 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 was adequate. My friends
thought. it was tremendous at the time.

On- of the reasons has been that all costs have gone up. But another
is that a new medium has come along which is effective political,
which we all like to use, which is away 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 making 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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a 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 properly 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
forsome Senator, or even a $500 ticket to a diniier for some presidential
candidate. Over the course of time he was able to expense this item.
You cannot do that know. The IRS. has properly tightened down on
this. - It has become a Lreat deal more difficult.

We used to have, until Very recently, the opportunity 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 Ifor the convention, and the ruling of the IRS
was that you had to prove that this was a legitimate advertising
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 automobile or a certain
soft drink. But when costs jumped up to 10 times that much, as
indeed it did in 1964 in Atlantic City it could not be justified. This
led to the correction of what I thought was an abuse. But this does
make it' that much harder to raise fun ds.

Our tax structure is a lot different 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 has happened to your Commuiity Chest or
United Fund drive. When 1 first got out of college and started
working Onthis problem in my city, most of the contributions came
from individuals. Today, 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.
Wlien 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 meanssmall gifts.. There-is a sustaining plan which Bill Miller started when
he was chairman of the Republican Party, which Ray Bliss has con-
tinued., It has been hiighly successful, $fO gifts. It is raising 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. .1 would dare say it costs
,$400,000 to raise a million dollars, because you only get a certain per-
ceitage of returns. In a direct-mail campaign, if you get only 20 per-

67-673-6------4
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cent, you spend a lot of p6stage on Those 80 percent youinereir hear
from.

What we ought to do is find some way of encouraging Small 4on-
tributions. There should be a certain amount of pain in political giv.
mng, just as there is with contributions to the church, Red Cross, the
BOy Scouts et cetera.

Senator Magnuson and I sponsored a proposal which passed the
Senate either 2 or 3 years ago as an amendment to a tax bill bIt it did
not survive the conference. In this amendment we treated up to $100.
per year a a tax deduction, a gift to a political party, just as one
considers it toa 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. .

Various proposals have now been made to try to find some balance
through direct credit for a part of the gift. I 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 pblital
campaign as it is to those who are more fortunate in being in the higherincome level.

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 modes, donations so that neither party is dependenton 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 Williams', or Senator Long s, is be-
cause basically we have established a position; the know our phi-
losophy, they basically agree with our philosophy. t 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 stands for.

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

Now this problem goes far beyond just campaign contributions.
But this committee is only dealing with at 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 questions
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 up .abut these
primaies, and they are expensive. But I agree with hRim 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
primaries as well as general elections.

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 a presidential campaign you may 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 A position
where the moneys that you raise in the next 2 years could be channeled
into senatorial and congressional campaigns. This is obvious,
I I do not think the chairman's plan precludes active solicitation and

donation by people and'I am sure that will continue. But it does, it
strikes me, have that meritorious point.

Wheii 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 bard 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
government is going to fulfill its place and if we are going to have an
intelligent, informed electorate, we are just going to iave 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 CHAIRMfAN. Thank you very much, Senator Morton.
Senator Anderson has had a parallel 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 MOUTON. I am glad I am ineligible after November of this
year.

The CIAIRMAN. 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 Vhe 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 ANDERSON. Do you not think, Senatoriithe question is not
whether we will someday finance these, but how.

Senator MORTON. Absoltely. I think we are goingto have to. We
have to work out a better way.
. Now, we complain, of course, about the lenth of our Presidential
,campaigns and we point to the British and is it not wonderful th6
way they do it in 30 dayA or 4 weeks. Of course we have that m ou
-control now, if we want to do anything abdu't it. If the chairmen
,of the two major political parties would just sit'down and aiirg  that
we aregong to have our conventions latWr that shortens the campaign.
_But this question 6f cost, and nobody* knows what the cost isi we just
know that it is enormous and still going up. I see estimates that $80
million is spent by each party. If you take what is spent' in every
State as well as by national committees and groups' this figure may
even be low.

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 con Wessiona district for the privilege of running against the
incumbent-Democrat. This is just getting astronomical.

The CHARMAI. -In Louisiana, I have-noticed that the cost of the
Governors campaigns' is much more expensive than the cost of the
eongressional camiaigns. 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 candidates and that was a pretty
good guess. Four dollars might hav4 been a little better, but I would
say that was a'pretty good guess.

Senator Monrow.' That is a little heavier than it is down'home.
The CHAIRM1. But there is a great deal of money that comes in and

goes out in wayp 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-
ern that had leased all those s.ignboards before the political signs went

up. 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 little too big for the paper I had. 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. I 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 Rougo's Finest." I
thought that was just great, and my pap er'covered up to that. Nobody
knows just how much that indirect'aid does amount to.

But the expense of the Government's campaign is tremehidous and
it'seems to me thic 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 ANDE RSON. Is it your experience that one of the mqin rea-
sons that costs have jumped so high is television?
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Senator MORTOx.. No, that is an example of a new medium a new ele-
ment in the picture that just was not there 20 years ago. N'o, till 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.

You may recall that Mr. Nixon made the statement tlutt he was go-
ing to visit every State in his 1960 campaign. Then he had that acci-
dent to his knee and lie was late getting started. But he had gotten
around to every State except Alaska. So lie said lie was going to carry
out his promise, and went to Alaska just 2 or 3 days before the elec-
tion. I called him up wherever he was and begged him not to go. I
said I had to raise the money toget him to Alaska. This was an expen-
sive undertaking. But lie insisted On it and I was wrong, lie was right.
He carried Ahiska. It was a photo finish but lie won. He probably
would not have carried it had lie not made the trip.

Everything connected with the campaign has gone up. Postage has
gone from 3 to 5 cents first class. But television is a big cost especially
]or Senatorial candidates in those States where you have what we call
a peripheral situation.

LSts take New Jersey, one of the most populous States in the Nation,
without a television station in it. There you have to buy Philadelphia,you have to buy New York. Think of how much you are losing. Take
my own State. To get into northern Kentucky, I have to buy Cincin-
nati. I am getting 15 cents or 18 cents out of the dollar. Except for
the Ibig States, where television is in the center of the State, you are not
getting your whole nickel's worth.

S3uator ANDEI.RSON. I had a thought that these new costs made it
impossible for the ordinary man to be nominated. Shapp of Philadel-
phia spent $1 million of his own mone . He is doing a beautiful job.

have seen some of the advertising. t is vejy 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 has to operate on about the same amount of money to get started
up there.

I 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, lie was trying to hold down expenses. Now a man
thinks it is a disgrace if lie 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 wy I am interested in these
plans. Iam not hostile to the $100 deductible. I am certainly more
favorable to the plan ti 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 whole 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
aske', what it would take. I said a minimum of $150,000. He said,
how will my friends get that back?

The CIHAIRMAN. 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 WILMA-US. 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 deduct.
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.
mended 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 liked 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
percent of the contributions up to $25 and a deduction up to $100.
Perhaps 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 WILLIAMSf. 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 80 percent. i'hat
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 MorTNm. Yes; it would.
Senator WILLIAmS. Because it would mean you would have million:

of people all over America financially taking part in their Govern-
ment, which is the objective we need.
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1I Senator MORTON. Yes; I quite agree. I do not know that I follow
tfhe figures exactly, because assuming that it would be a 50-percent
bracket, where you attract most of your $100 gifts, it might not be
quite the 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, getting
people to the pols can be a costly problem, because we have rugged
terrain in eastern Kentucky, and we are still having to use mules in
some precincts to bring them in.

Senator WILLIAMS. That is the point I make. I think the im-
portance 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 ANDERSON. When you use these mules, why do you not use
elephants?

;Senator MORTON. Well, we have mules up there, but we have no
elephants. But they vote the elephant.

The CHAIRMAN. 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 you know you are going to carry; otherwise you
miIt haul more votes against you.

Senator MORTON. That is exactly what we do in eastern Kentucky.
Senator CuRTis. Mr. Chairman, I am very much in accord with what

hqs been proposed here. I am sorry I was unable to be here for the
chairman's testimony and the beginning of Air. 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 MomRON. Ob, yes; them is no question about that.
Senator CunTs. Yes. It was not 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
times that. That is just 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 clontribution toward the job of self-govern ment
should rank near the top frohn 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 CHAIRMAN. I will see that they get it for you.
(The inforination referred to follows:)

EXAMPLES OF ORGANIZATIONS CONTBnUTxONS To WnioH ARE DnUTmBL von
FEDERAL INCOME TAX PURPOSES

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 Finance, relating to the deduction of political contributions.

Tie Internal Revenue Code of 1054 allows a deduction for contributions to the
following organizations:

(1) States, territories or possessions of the United States, or their political
subdivisions, the United States or the District of Columbia,

(2) Religious, charitable, scientific, 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 associations, 'operating under the

lodge system, but only if the contribution is to be used exclusively for
religious, charitable, scientific, etc., purposes, and

(5) 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:

Ajiti-vivisection societies
Birth control leagues
Veterans organizations
Foundations for disabled veterans and veterans' orphans
Libra! ry associations
School citizenship leagues
Committees to award an annual literary prize
State controlled bird sanctuaries
Boys' clubs
Citizens committees on prevention and punishment of crime
Child care conimittees 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 association foundations
Good government leagues
Indian welfare associations
Unemployment relief organizations
Infant welfare associations
Insulin funds for hospitals for diabetes care
League for Industrial-Demrcracy
Educational and charitable trusts
Mining and Mechanical Institute of the Anthracite Coal Region
National Rifle AssocJation of America
Daughters of the American Revolution
National Tax Association
Navy Relief Society
New England Grouse Society
State educational TV authorities
Old people's homes
Parent teachers associations
Red Cross
Salvation Army
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School for prhftertl oprentiees
Tuberculdsij associations
United NatiOns relief and rehabilitation centers'
U.S. 'Army company funds
U.s, Coast Guard Auxiliary'
U.S. Olympic Association
Women's Council of National Events
Women's Exchange for Handiwork
World-Ikague Against Alcoholirm
Y.M.O.A.
Y.W.CLA.

There are, of'course, niany other types of organizations (such as labor unions,
business leagues, college fraternities4, etc.) which a'ke themselves exempt from
tax, contributions to which, however, are not deductible.

Senator WILLIAMS. Do you care to cominenton the suggestion that
it may take a combination of a deduction and a Federal contribution to
really solve this problemV 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 wonderingif we are not really going to have to come up
with a combination proposal.

Senator Mow-oN.- 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 a difficult administrative problem, but I think
this was put forward by the commission set up by the late President
Kennedy. This is another area which we might consider.

Senator WILLAMS. I think the important point is that we are ap-
proaching this problem with the general agreement that this present
situation needs corrieting.

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.

Senator Mor'oN. Mr. Chairman, may I ask that Senator Scott from
Pennsylvania, 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 willhave in a day or twoI

The CHAIRMAN. We shall be glad to.
(Tile statement referred to follows:)

STATEMENT BY HUGH Scovr ON CAMPAIoN FINANoCIo BEFoRE THE SENATE
FINANCE COMMITTZ

Mr. Chairman, I appreciate this opportunity to testify in support of my bill,
S. 3014, to amend the Internal Revenue Code of 1954 to allow an income tax
credit for political contributions. 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 Committee) of a political party whose candidates for President
and Vice President appear on the ballot in at least 10 States.

fThe 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 ftids to enable tli6m effectively to carry their mes-
sage and expose their candidates 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 easily afford to contribute large sums of money.
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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 civic-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 their solicitations.

Broadening the base of sources of campaign finance Is desirable, not only as
a means of raising more money to finance campaigns, but also a means of en.
listing greater and more widespread citizen interest in our political processes.
As I have declared previously, widespread citizen participation is the keystone
of the effective functioning of our democratic political system, and is, 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.
duced a bill, S. 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 of campaign funds, removal of the unrealistically low ceilings 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, S. 8485, pending In the Rules Committee, and which I am cospon.
sor. 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 CHAMMAN. Thank you very much, Senator Moiton.
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. CANNON, A U.S. SENATOR FROM
THE STATE OF NEVADA

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

Mr. Chairman, 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 greatest 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 go6s on, although it is seldom admitted.

What are the alternatives before the candidate?
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He can make his appeal as broad as possible. In most cases I have
observed or studied, this is automatically a part of a candidate's plan.
le 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
ie example Senator Anderson gave. ,.
I believe the answer is apparent, and the bills which are before this

committee 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 system. 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 a tangible wayis no more than a proper
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-
port his political party and its candidates would be most encouraged
by extending a 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 on, of -a substantial portion of their financial worries
and burdens, but ai o of the potential 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-
nient would be overshadowed by the resulting moral good and the
stimulating 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 effect, it operates on a sliding
calo accordingto the taxpayer's net income bracket. As the income

bracket rises, less Of the .otribution 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 a given' d6!dtion will "V'h i in 'taxes.
The effects of th6 pi 6~ls for'n l16Winftdeducti6ns fopbliticI.l c6n-
tributions of up to $100,.let's my; both a to cost tothe' con6tributor and
'revenue loss to the'Government, would'b6 determined by the tax brack-
ets of those who take the deduction.

A itax credit, on the other hand, i an s all6wafice taken from the final
tax liability, itself. It operates in sUich fashion that every taxpayer
arguee or small, would derive the same benefit for'the same amount o
contribution. The revenue loss to the Government is a function of the
number of contributions made and credits Sought on tax returns, not
of income levels or tax brackets. If a $0 tax credit were allowed for
example, every contri'butor, 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 to the average citizen.

You 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 to arrive at the best solution.

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

I am a little fearful about thiq nrevision, because I think it is more
than just a problem of the cost of presidential campaigns; even though
Senator Long did point out thatif the presidential campaigns were
adequately financed, then other efforts could go toward the raising of
funds for congressional campaigns.

I am not here today to crtictize any of the specific measures 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 -he Congress must remain flexible in our judgments
so as to achieve the most effective and responsible legislation.

I am delihted that this lofiganeedld reform, which would deal With
the politica-realities of the second halfof the 20th century, tppears to
have gained great momentum during'the current session of this Con-
gress. Certainly the subject of campaign contributions'is one whichhas needed overhauling for a generationad it"is my hope' that;the
fresh concern which has been expressed'his year will result in'the
adoption of a specific plan of action. I am certain the committee will
want to explore every possible opportunity to achieve the desired
results. The committee may wish to revise or combine the several
proposals now before it.

It may be that an alternative forimula allowing either a tax credit
of not to exceed $10 or a tax deduction of not to exceed $100 would
bettor serve the intereft 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 ,itle IV of
S. 2541 a bil which I. introduced last y ear and which recently- was
re orted from the Committee on RU". and Administration. That
bill is essentially an eletion:reform measure,-but tile IV provides for
a ta credit of one-half of the amount'of a political cont-bution, but
not to exceed $10 for any taxable year.
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,,The tax credit provision}in y bill would permit the Utx credit to
be apPied to any contriution made to:

(1), An individual whose fame is presented for election as President
of the Unitd. 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 (including a
delegate to the Hote of Representatives) in a general or special elec-
tion in a primary election or in a convention of a political party, for
use by such individual to furtherr hia candidacy for any 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
candidacyof such individgai 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 ijade earlier thatthis might result in
undue influence if an individual- had to disclose on the form what
articular 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--
vidual has.

The Subcommittee on Privileges and Elections-
The 'CHAIRMAN. Might I ay, 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. ith 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 t here and make tliat tax collector pull that tax form andRiid out ho u~ivt.,, /.,,:: :
, o Senatr u vW.O he could save himself a lot of trouble andgo

.4 LA~5 Or, o n o
over t the elet.ion bpard and make them tell him how everybody
iS regi tered... So think that argument would not stand.

Many pegle make co trikutions on both, sides of the fence anyway.
Senator CA NON I -Was going to' say, you, know of the study that

was made a .fe. yearsago b y the Su mm ttee on Privileges and
Ele4tins. I do ithbeliev the repot hasiever been officially adopted
by the- senate, it was o0bviousthat a number of big contributors were
givin t both.p lifical parties.' In other words, they .'were helping
on liL idsote fenice

aSenitor 'WILL4 ijs have always felt that in many of the State'
registration, it should not be required for a man to state how he intends
to vote.in a general eledio n or cast a vote. But nevertheless that is the
law in most,$tates, and in our State,

The CHRARUAN. Let me tell you what I have in mind. I am not
talking. abopt a-theory,1 am talking about a fact. I am not saying the
law coldn'tbe amended to correct that. Y6u might find a way to get
around this.

The State law required you to file this Federal income tax, a copy
of it, along with .your State income Itax, so they can see if you are
telling theFederal G1vQrn1m nt the same thing you are telling them.
All that Governor has to do if he wants to fiid, out how you voted, who
you contributed to, is go over and-
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Senator WxuuxAMs. He still does not kn6w how you voted. He only
knows how you contributed. He can find Utb t today hw you are.

TheCHAnmA-. I agree, but Senator Morton iist got through sayg
that a man who contributes money to you is going to vote for you I
he feels that way, he is going

Senator CANN0N. Some of these people ai' going to have a difficult'
time, because they have contributWI to'both sides.-

Senatr OCuRis. Is not the thing that ''w want to encourage for"people to make a contribution in support of the governIental princi-
ples in which they believe I And I tliik that it would be just odd to'
say that you can have a tax benefitU for h having contributed td your
church or to a hospital, but you do in6- have tOdisclose what it was. I
do not think thatthiS secrecy is necessary :at all. I believe what we
want to encourage is that people with coiiictiOns and principles:and a
desire to participation governmental 'affoird get a tax credit and not
necessarily are we concerned about, the individual Who is contributing
for the purpose of currymg favor on"oneor tVo individuals.

Senator WmuzAms. If his contribution is jiade to a cafididate and
he is ashamed of having made that contribution, he is better to have
kept it in the first place.

Now, 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 suggested
that 70 percent of the first $25 be a tax credit and the other $75 be a
deduction, with no particular provision, as you stated, beipg wedded to
the figures; it is mire or lessthi principle.

I, too, was inclined to'think that if yoh could have 'a 'iat tax credit
on the first $10 or something, it may be a greater incentive. But
regardless of that, I do think we*havea probkni here. One thing that
intrigues me and interests me very much on the contribution side f it,
or the tax incentive either,'puttihg'that on thethx return, we would
have eliminated automatically 90y prcnt of the problem we now haveon actual and factual sporting by the various committees that have
been created at State, National and local levels for'raising campaign
funds for individuals. Because if you once adopt this tax credit
system or a deduction system, either where John Doe is putting on
his tax return that he'made a doitribution to Mr. X as a candidate,
Xfr. X has automatically to file an accurate return of all of his con-
tributions, because he knows John Doe is going to claim that par-
ticular contribution on his tax return. The Treasury Department, in
relating your contribution to my campaign, would examine my reports
as file 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 Committee thatwas 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 we adopt
as a part of our revenue laws an allowane- for contributions to polit,
ical parties or to candidates or to political committees of our choice,
that party and that committee must,' in self-protection; *make an tc-,
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 CAXN1. Yesit would be very true; the statenient the Sen-

stor has made. Of course, a'crdingly, it would retire a Inodific-
tion of our present election laws. 'They are completely unrealistic.
The limits on amounts that can be spent by the national committees,
the limits on amounts that can be spent by Senators, candidates for
the Senate and candidates for; the House of Representatives-!-thes
result in the devious methods of creating multiple committees and
operations of this nature so that the candidate himself is not teclinically
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 incentives.

Senator WuiiLTANs. There is'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 they would
ow 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.

So I think this would fore6 us over into complete, detailed, accurate
reporting on the part of all committees, whether it be at the National, or
State level. I think that was one of the suggestions embodied in the
contributions. go i

The tax incentive Would force usinto-that position where we would
have to have public'dis.losures -of all contributions and expenditures.

Senator CANNON. As I 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 dimini'sh
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. I

It "has already been pointedi out the way the campaign costs have
increased. I heard Senator. Morton answer to Senator Anderson in
response to a 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 ANDERSON. Senator Cannon, you and I may have different
viewpoints than Senator Morton, because in our States, they are
sparsely populated and you can get them around a television set very
quickly, whereas in Kentucky, you can pick out pockets and be in
front of people in a *short time. I remember a representative of one
of the New England States said he was never more than 80 minutes
away from his farthest voter. At that time, it took us 2 days to
get across the State by trami.

Senator Wimuis. 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 comesunder the juris.
diction of other committees. , That is the reason this hasto be done
separately, yet they should bo considered as a package; because all.
of them together are tied together and it is essential if we are, going
to make one step, we take all: of the steps to clear up this particular
problem.
. Senator CAwoi. The Senator is certainly correct. I am sure that

this committee will give careful study to all the proposals 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 6f. that blll the benefit olyour consideration during the
course of your inquiries and deliberations,.

As I said before, I am not inflexibly, wedded to that. Senator Wil.
liams' propal was somewhat similar. I proposed a 50 percent tax
credit. Ithink yours was 70 percent.
- Senator WIdLIAMs. But I would not care whether it is 50 or TO

percent.
'Senator CANzON. Maybe a part Itax credit and part deduction. But

I think the main point is that we are pretty well in agreement that
something has to be done.

As Senator Williams has ivelJ pointed out, if we act, in this area,:
then we are concurrently going to have to take action to modify the
other provisions of the election, lav, and many of those measures have
been siubmitted. I have stated, and Senator Curtis is WvelI aware of it
aa member of the Rules Committee, that we intend to hold further
hearings on the proposals that; ,are.before us going into some of the,
prticular provisions that my bll 8, 2541, does not cover. That bill
is identical to one that was itr0z[ueed a number of years ago. We
had. long hearings and' finally camq out with a bill that we thought we
could get passed. We got it past'the Senate, but in the process had
to drop the tax provision, because it wa subject to a point 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
at all. So we had our handstied vera period of time.

Senator 'WILAMS. Recognizing, that responsibility is the reason
that' tax credit or tax deduction, whichever ve decide on, is before
the committee and the plan is t '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 CHAIRMAN. Senator Cannon, I want to bring up a practical
thought here and throw it out foryour reaction. The thought occurred
to me that if we passed one of these plans to make it easier to finance,
senatorial and congressional 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 2 years.

Senator WILLYAMS. Which would be good in many instances.
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The CHAIMAN.: Yes, but I am not sure it would be popular over
there. The-House made us back down ona deduction we passed in 19,64.

Now, I notice that a man went all over the State planning a cam-
paign against my senior colleaue, 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.

A Congressman from Texas recently sent out a solicitation to see
how much money he could raise.. He went on television 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 with that.

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 a0so helps their opposition to finance.

Senator WLLIAMS. 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 neverthele, 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" CILAIRMAN. 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.

Senator CANNON. Of course, you have indicated that that may be
a problem in the other body. I would not undertake to attempt to
speak fdr them. But I would say along the 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 vested
interest or a vest 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 tW thb old philosophy that only the very wealthy
can ever be in office in this cbuhtry, ca'n afford to -be in office, 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 the'opportunity,' at least, not to
be precluded from making an attempt simply because the costs are
high and they have no way of raising those funds.

The CHAIRMAN. One thing we have not discussed at all, Senator
Cannon, is the possibility of giving'a man a 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
a man's campaign, what lie puts up out of his own pocket to pay his
campaign expenses.

'Senator VILLIAMS.' Again if you adopt that proposal, a man who
has a hundred million dollars can very easily put a million dollars in
his campaign to elect 'himself as a; Senator or Governor if he can
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get that as a-tax credit. You will end Up with a situation .wher ou
will have nothing but_ multimillionaires able to run a campag . That
again is exactly what we are trying to get away from. -iWe dotftot
want a situation where a man has tobe able to put up a million dollars
for the goverliorslip or the senatorial nomination frohi one: of our
large States, or in any State. .

I think tfiat whatever solution we write out here, we have to get
some solution where a man can, %ttract 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 1 philosophy of government and the people can
get behindhim if they want to, put up their money and'elect: that man
and get the same credit as if they are trying to perpetuate the
incumbent.

"I prsonally would not support any of these proposals -if it, does
not extend 'to our opposition the same benefits and opportunities to
replace us that we have to continue ourselves in power.'

The CHAIRMAN. Might I say with regard to tie suggestions I made
about allowing a person a credit or a deduction againsthis0own income
taxes for expenses ie spent in seeking. public office, if you did it' just
with regard to Federal officls-Congress, Senators-and you limited
that, let's say, to $3,000, $5,000, you would not have the same 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.
Although I pointed out that Senator Morton made a very good st ate-

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 agree with the type of philosophy that you represent or
they disagree with that which your opponent represents, and not on
that narrow self-interest base that some people have indicated.

The CHAIRMAN. 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 ma ing a tremendous effort
against the:medicare proposal, for example, it would work very well
for them because they could take this deduction and it wouldbe worth,
perhaps, anywhere from 50 to 70 cents on the dollar as a deduction, or
more as a tMx 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 a tax deduction is rather meaningless as an incen-
tive because they really (1o not pay Federal income tax. The sugges-
tion I make does get those people, on a vote-for-vote basis, the same
power or same influence, at east for one election, that everybody else
has. It does tend to reach those people you could not reach with a
tax credit.

Senator VILLTAMS. Of course, one solution would be to stop the
propaganda of private interests and at the same time, stop the Federal
Government from using the taxpayers' money to propagandize their
side of an isue 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 thiik 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 wel1 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
support someone they believed in. His proposition in that respect
would give perhaps a broader coverage or a broader opportunity for
coverage, even though they are not paying for part of it, than some of
the others, although that particular proposal I 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 CHAIRMAN. 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 I

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 verify them. I am sure the could work up a
satisfactory system that would eliminate any broad abuses of it.

Senator ANDERSON. 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 Cuirris. 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
havea great amount of merit. The Senator from Nevada has advanced
a bill that is possible to administer. It would make very definite im-
1rovements 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 able 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
celainly, 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 CurIs. Is this not trite, that while there are contributions
and expenditures that very justly should be criticized, on the other
hand, there are millions of people 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 I
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"'Senatoit CAk;o . The Senitor is abshiltely krect.Senator Cufrs.' Ad isn't itolsoftrub that many. thousands of indi.
Viditals serve 'as sicitbr4of political finds and 'as treasurers of -om-
mittees who do so without any ulterior motive? I , -

SenAtor CANJqoN. AbsolUtely. These people have no interest other
t hnn-a like for a ceindidate or a paty and ai willingness toinvolve them.
selves and participatoin theelectioh process. , _

Senator Cuyris. Yes., And while we mustdevise means to'eliminate
pitactices that smack of corruption or something that is n6t in the
public int66sti, it is also important that we not'Weight down the giver
or the individual who solicitS thefunds or "the local treasurer that
handue6 them, with such redthpo that it becomes harassment'; is that

Senator CAxON. That is absolutely' ofrect. You ire, oing"to
hear more bn that frot ooiof your witnesses here. I read Mi Barr's
statement earlier today and I was rather amused by the-point that he is
going to tell you-that when" he served its treasurer of a political corn-
mittee, he was mighty glad when the statute'of limitations had run,
because thereare a lot of hilherent, dificultieA in the stemm now-and
as Senator Curtis pointed-out, we d6 not wantto discdurage people
from participating in this type of activity, because it is good for the
country, good for the political systetn; fhnd-it is good for the people
who are engaged in running for publicoffice.

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
encouraging of broad participation in political activities; is that not
true?
Senator CANNONZ. 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 getting such contributors to the
polls. You know that they are directly involved in the election, and
they are interested in the Government and its programs.

Senator Cuwrrs. 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 I

Senator CANNON. No. I absolutely agree that it person should
not be.

Senator CunRs. 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 support it; at the same time, some of these na-
tional campaigns are like building a church or a library or a hospital.
They require a 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 ol
them-will give without any ulterior motives or without any expecta-
tion of making demands upon Government or upon officeholders.
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Senat6r :CANwi. I 'certainly agree with you, Senator, on that
stement.
,The CHAMMAN. Thank you very nuch Senator Cannon. Let mfe,

as aimember 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 ver unfair in putting such heavy burdens on
the Rules Committee. I think we have given you as many difficult
tasks and thankless chores as it would be fair to impose 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
Senate in trying to improve our election laws and also to improve
our procedure here.

Senator CANkoX. Thank you very much. I appreciate it.
TheCHAmmAN. Senator Clark is testifying elsewhere.
Senator Smathers has a statement 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
to it.

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. VAM (reading). Mr. Chairman, S. 2006 which I introduced on
Hay 21 and which is in line with the recommendations of the Presi-
dent's Bipartisan Commission on Campaign 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 argmunents 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-
ary 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 rfmy 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, Ave have effectively tuned Out the messge.

Each year it becomes more apparent that expanded sources of fi-
nancing campaigns are necessary because the costs soar ever higher.
Yet, 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.
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As Prof. Alexander Heard, dean of the Universityof North Caro.
lina Graduate School and former Chairman of the President's .Con.
mission on-Campaign Costs, wrote in a definitive book on thesubject:

* * campaign expenditures' mut be r lzed tt vita tethe Ameican way
of choosing publld officials. The *expendltares are inherently neither good ot
bad, neither high nor low. They are simply necessary, And In the United States
they can easily be met.

They can most easily and fairly be met, I ejubmit through tax in-
centives such as are embodied in S. 2006. This bill would do two

Allow a waximum tax.oredit of $10 per taxable years per indi-

vidual or $20 in the case of a husband and wife filing a joint return.
Two. Allow, in the alternative, a maximum 'tax deduction. of .$500

for any taxable year:.
The taxpayer would be able to elect whether he would take, a tax

deduction or a tax credit. In -this way,, the proposed bill would pro.
vide equitable treatment to all our citizens, irrespective of their tax
bracket.

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 coitple or a deduction not to
exceed $500.

. To those who would be reluctant to adopt this new approach to an
old problem, let me say that encouraging donations to supp ort 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 political donations. Mfinnesota adopted
such a law in 1955 and CaB fornia 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.

I now make a similar urging to the committee to act favorably upon
a measure such as S. 2006. Iam confident that contributions by the
public to persons seeking political office will be greater and the Ameri-
can political climate willbe made healthier by the passage of this
bill.

The CHAtAIRUA. Thank you very much.
Mr. Joe Bair, Under Secretary of the Treasury, is here to explain

the Treasury position on this bill.
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 S. SURREY, ASSIST-
ANT SECRETARY OF THE TREASURY FOR TAX POLICY

Mr. BARR. Before I begin my testimony, Mr. Chairman, I want to
assure the committee that I do not want to shatter the feeling of har-
mony that has been displayed. by the committe., members this morning.
I know I speak for the President when I say that his desire to o

AO
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somatlhin 'n this ata is equiti to" your. The plan he has proposed_ isi tax incentie i1an2 snatorWilliams p oteddut, t ffiiht tako
v lcimbatioiI of thli§ pI ni i14h other plans to a plisl th'dbsred
oAjectivo. ,.' he only thmg.I want to, reeoonulend to You is that you
continue this study you'hive started andi in doing so, I ho thatyou
give serious consideration to the plan le President put forward in
tis message to the Congress onthis subject..
Mr. Chairman and members .of the committee, I appreciate 'tilsopportunity to app ear before youto Preent, the views Qf the Treasury

Department on the problem of Feral support for' political! caim-paflg4 financing, An apPropriate solution to this problem is vital to
thip~ngby toe eltorate fin and to more meaningful par-
tiepation by the eleof rate in the6political process.,.

I am not without some personal experience inthis whole subject.
served as the treasurer of the Marion Cofnty, Ind. Democratic (an-

tral Committee from 1952 tQ, 1956. I served as the treasurer of the
Welch for G3overnor Cqmmittee in 1956. I, of course, was subject to
the current laws governing political contributions while I served as a
Member of the 86th Congress.

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 beartrap 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 necessury to
the proper functioning of the election processes of this country,

I have learned that one can be defeated as a Congressman without
destroying his reputation or his credit worthiness. A reasonable
amount 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
conscientious 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 great 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 recognized that existing Federal laws
pertaining to restrictions on and tile disclosure of, political cam-
paign finances have been ineffective. At the same time the soaring
costs of campaigns for elecdiye public office have contributed to the
circumvention qf 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.

Recognizing the importance of these matters to the basic fabric
of a free society, President Johnson, in his state of the Union message,
stated:

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 resttictiono
on contributions-to prohibit the endless, proliferation of committees, bringing
local and Otate committees under the act-to attach strong teeth' and severe
penalties to the requirement of full disclokure.6f contributions-and to0broaden
the participation of the people, through added tax Incentives, to stimulate small
contributions to the party and to the candidate of thAlr choice.

Pursuant to this pledge, the President submitted to the Congress a
proposed ElectiQn Reform Act of 1966., This pro osed act would
invigorate the laws concerned 'with'the disclosure of polithcM ' cOntri.
butions and expenditUres'as Well as the linlitations on political ontri.
butions. The proposals are designed to obviate the possibility that
small groups of affluent men can, by their wealth, achieveundue politi.
cal influence.

An affirmative approach is also nedssary to insue that, political
parties' and candidates will have adequate financial re9oUrces derived
from large segments of the population. -Accordingly,! to', complement
the other proposals contained in the election reform legislation, the
President has recommended a tax deduction for political contributions.

This tax incentive serves the primary purpose of encouraging greater
public participation in the political process and thereby -reducing the
dependence of elected public officials on wealthy 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 filng a
separate return.

Since the deduction would be available even to those taxpayers who
claim the standard deduction; the incentive has a potential effect on
all taxpayers and not only to the 50 percent of taxpayers who itemize
their tax deductions. This is consistent with the need to stimulate
broad public participation in the political press.

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 publicc office,' and 'to any
candidate for any elective public office, whether at the Federal,'State, or
local level. Qualified recipients of deductible political contributions
would therefore, cover the spectrum of political office. This approach
should foster the full and free discussion of governmental affairs which
is basic to a democratic system.

. It is estimated that the revenue loss whikh 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. * 1 .

The extent to which this proposal 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 contributions' It should
also encourage political organizations to devote greater efforts on small
contribution fund raising.

We recognize that other possible solutions to this'problem. have been
suggested. The distiiigtish ed chairman:df this committee has intro-
duced a bill which would provide funds to political partiesf6r *resi-
dential campaign purposes by direct grants computed on the basis of
popular vote. Others have suggested a matching incentive plan under
which the Government Would pay directly to political parties or
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candidate amounts equivalent to small contributions tley receive.

Tese hearings provide an opportunity for public disicussion and
evaluation of all rgson able proposals. Our goal is A common one--to
provideth lst methods possible to achieve the desired' results.

I want to mcke cleir 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 gr.titer partici-
pation 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 CHAIRAN. One or two thoughts occurred to me about'this pro-
posal, Mr. Barr. I wonder why we want to provide a Federal deduc-
.ion to stimulate ihe financing of local and State elections? Why not
4ust let the State worry about that? It would seem to me that the cost
of running a race 'or county commissioner or mayor of a small city
would more appropriately be a matter of State concern, not national
concern.

Mr. BAnR. Mr. Chairman, agr e that this -is a debatable issue.
However, it was our conclusion that this Wh'le area of public' morality
and the influence Of contributors on political candidates was of such
overriding importance. that we were willing not merely to. confine
ourselves to the Federal level but to extend this benefit tothe 'Whole
spectrum of political activity.

Senator C "' s. M.. Chairman, would you yield to me right there?
The CiAmirAIU . Yes. .,. ....
-Senator CURTIs, 's it not also a matter of practieality in claiming the

deduction. and handling it? I am referring to the case of a local
committee which raises funds and they support the county candidates,
the State and the national candidates. It -would be most confusing
for a taxpayer to have to allocate a $10 contributioni to find out what
portion of it 'went to Federal candidates.' Ts'tiat not true?

Mr. BARR. That is'A practical difficulty, Senator.
Senator CuRTIS." Ithink ithasto go to allof them.

1The CHAIRBAN. Well, suppose a. fellow running for. mayor in 'a
rimarycampaign just raised a world'of money over an~d beyond what
is actual expenses were, sticks about half of it in hispocketand keeps

it. Then that puts you in the business in the Treasury of tracking
that fellow down, getting an accounting from him, putting him in jail
for a primary-- . .

Senator WILLTAM.S. You are already in that business, are you not.
Mr. BARR. Yesi, 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. I 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 you do not spend.

The CHAIRMAN. I know a politician running for office ri lt now in
my State. How much does he owe you? About a quarter o a million
dollars something like that or is that a secret?

Mr. BArm. I think I prefer not to comment on it here, Senator.
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The (uAnwAN. He owes you a great deal 6f money, does he not?
Mr. BARR I am not aware of this person you are talking abo.ut.
Senator WLAMS. Whether he is a candidate or whether he is nht

he owes the money and your job is to collect it and you will be col-lecting it.
Mr•XBAIW. That is right.
Senator Wmuus. 'At least you should be cllectmog it.
The CHAIRMAN. 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 a lot -better, not a lot worse. We have some bad 'apples in our
business, so does the business area, so do labor people, so does every-
body else.

But there are people raising money for campaigns who when the
campaign is over with, hojpe to have some of it left'to put in their
pocket. If it is not deductible for the fellow contributing it, they do
not report that, they do not report how they spent that or how much
they haveleft over.

It 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 insistmig upon an accounting and running that mono
down and finding who put it up and how was it'spent and what was lea
over.

Mr., Bmm. 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 difficulty
that you have pointed out. We are aware of it. Itwas still our bal.
anced opinion that the overriding importance of supporting the
whole spectrum of political activities overrode the valid point that
you are making.

The CHARMXAN. If I might just address myself to this, the point I
am getting at here is when you 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
purely local election. You would be using a; Federal tax gimmick
to 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 WrmAxs. As you allow this deduction for a -local candi-
date, while it may be true that you are not under the law requiring pub-
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 sporting that man to the Treasury Departiment. And by
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checking against his tax returns, you could pick up this Louisiana fel-
16w you 'knetioned.

The CHAtMxAN. You will never get him in jail.
Senator WI.Irrs. But you can get him in jail if you enforce the

laws, because if a man is a, quarterof 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 is one of the attractive provisions of my bill,
because it would get them.

Mr. BARR,' 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 -system as a substitute for proper disclosure laws.

_ Senator WILLIAMS. I am not suggesting that. But I am suggesting
that in self-protection, you and I as John Does would have to keep
such a record to' protect ourselves against the possible charge of the
Treasury De prtment 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 requires that he file a list of his contributors over here in our
c se with the Secretary of the Senate, a disclosure of the expenses and
the money that has been collected and receive . 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 very easy for the Treasury Department to look at the disclo-
sure list filled 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 check basis and they could very easily pick up the culprit that is
evading 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 coifie 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 checking
on this and they seemed to have good stories because they checked
out. But I often wondered if all the cash was coming from the places
indicated.

The CHAIRMAN. 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 to them. How do you justify giving a 0-percent advan-tage to a wealthy person and no advantage to a poor one?

Mr. BARR. 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 pay income taxes. Although 65
million people file tax returns, 15 milion of them owe no taxes. You
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am correAt that this apprwli does not give any benefit at.ail to those
not paying income'tax. -Despite th s, however, it, woui[d affect 50
million people and is a way to get at 00 million people who are inter-
ested in the election process.

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

Th11 CHAIRMAN. Very -year?,
Mr. BARR. Everyear.
The CHAIRIMAN. o) 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?.

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

The CHAIRMAN. Frankly, I have done a lot of- campaign fundrais-
ing, both for myself and for others, Presidents, mayors2 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 retun the favor. Generally speaking,
I can hardly recall any; campaign contribution I raised, out of some-
body who was making less tha $10,000 a year. I jist wondered if
that has been your reaction, trying to finance campaigns.

Mr. BARm. 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 is what you are going to end up with in this comnlittee I
don't lko,%., Iwould say, however,- that we are asking 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 CH^AxMAN. Thank you very much, Mr. Barr.
Mr. Williams? '
Senator WILLIAMS. I understand that you are endorsing the pro-

posal that was introduced as an amendment on August 8 to H.R. 18103,
the so-called Williams-Jolmson proposal?

Mr. BARR. 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. I find it difficult to debate that
point. -I would-think'that could be accepted. I

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. Under your proposal, the
contribution must go,' in effect, to recognized political parties already
in existence.

Senator WILLIAMS. 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-
ample, 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 Camns ~ry'~ ny 0te ocltdfig
group. I think we would be in agreement on that objeotiv6,with thatmodification. .

Mr. BARR. No, sir. Again, thisis subjectto debate but the admin-
istration proposal covers contributionsto 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
Society and the Communist Party could possibly organize committees
designed exclusively to influence or attempt to influence an election,
back candidates, and still be qualified for the deduction under the ad-
ministrative proposal.

Senator WILLIAMS. Do you endorse that?
Mr. BARR. I endorse the administration proposal, sir. I say this

particular provision is o pen to debate.
Senator WILLIAXS. 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 to organize on a-
Senator WILLIAMS. 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.Ir. 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 fdminis-
tration proposal, and it is the best we can do, we will be content to let
you gentlemen debate this proposal.

Senator WILLIAMS. 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 CuRTis. 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 or a 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 WLiAms. Which it would be ey to do by an or ganiza-
tion labor unions, Communist Party, John Birch Society, Nazi Party?

Mr. BARR. Yes.
Senator WIMIAMs. You could even have a committee for the assas-

sination of a President, almost.
• Senator CURTms. 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 committee com-ing within the confines of your definition, spend all of their money to
help elect or defeat candidates, 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.

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
in an attempt to include all spectra of political thought, including those
who do not want to operate within a political party.

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 WILLIAMS. Let me say the suggestion was made about a com-
bination tax incentive. I have a proposal 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 WmILLrAMS. Senator Cannon, I think, proposed a 50-percent

tax credit for the first $10. But that principle in general, would you
comment on?

Mr. BARM. Senator Williams, as you are aware, the Treasury takes a
rather dim view of tax credits. We have consistently opposed the
proliferation of tax credits for several reasons-not the least of whicli
is 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.

Senator VILLIAMS. 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 getting, especially in Congress
and even on your end, have been some of our best men in State govern.
meant 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 an4
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 herb *6rethe cream of the
crop in the State leiislature. 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 comrpletely 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
fight against A eiaham Ribicoff's idea to aid education by tax credit.
You 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 and
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 pollution. Again you
said that is not the way to do it. 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 appropriation
route to pay the campaign expenses you think should be paid for

Mr. BAPm. 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.

Secondy, 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 CHAIMAN. Thank you very much.
Senator W ILiAMS. 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 is not the law of the Medes and Persians.

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

Mr. BARR. Yes, sir.
Senator WILLIA31S. 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 CIARiK. If I 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 WxAins. Was it reportedI
Senator CLARK. By a vote of 5 to 4, it was decided not to even hold

hearings on it.
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SenatorW 18. then I stand 'rred on that Poit It was
the adiistration bill intrwliiced in th 6 H6us-H.R; 15917-which
omitt! the tax incentive. Our only opportunity here is to offer it
as an iamendmentto a previously passed House bil, as you Understand.
I would prefer very much if we could get a chance to act on it, in a
bill that was passed 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 billthe administra-
tion wants.

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 could be difficult. So we
are urging the enactment, Senator Williams, in this session of the
whole package if possible.

Senator WiLLIAMS. 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. Perhaps 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
when 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. BUmm. 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 W wIAms. We will try to live up to that and give you the
package down at the White House.

The CnAnwz;. 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 are seeking to get for us.

STATEIENT OF HON. IOSEPH S. 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 was scheduled 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 testimony
printed in full in the record, because I may not be able to get through
it all before we have to go to vote.

The CHAIRMAN. Yes.
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Senator CLARK. 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 hearings 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 WILLIAMS. 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
in the Revenue Code. We can only change it by amending a House
bill.

Senator CrARK. The Senator, of course, is correct.
Senator VILLTAMS. 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 CLA1K. The Senator is correct.
Senator VILLIAmS. That is the reason I was saying you will have to

approach this as an amendment and not as a direct bill.
Senator CLARK. 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
going to handle that aspect of it. That, of course, would go to the
Commerce Committ . 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 jiist 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 WILLTIA3[. I think you are right, and I was not discussing
these points just 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 Finance 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 CLAIK. 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 W1VMA~ts. Either that or we canrgeft a recommendation
for the leadership that one bill! follow the other so the Senate could
get a, vote on. all: of these measures. I think such a vote should be
taken at this session of the Congress.

Senator CLAiK. I think that is true, t0, but may I say, sir, I feel
pretty strongly that no bill should be brought to the floor of the
Senate until some committee or some combination of committees has
had adequate hearings on, all of the areas.. Therefore, I would urgethis~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 wil be printed hearings which will be available to the Members
so that we will have an informed Senate to deal with.

Senator WILLmus. 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 together.

Senator CLARK. In that connection, I would like to submit to this
committee, if it has not already been done, S. 3435, 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 committee 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 to have both of those pieces of legislation printed as part of your
record.

The CHAIRMAN. That will be done.
(The documents referred to follow:)

(S. 3435, 89th Cong., 2d sess.)

ABILL To revise the Federal election laws, and for other purposes

Be it enacted by the Scnate and House of Representative8- of the Unfted States
of Anwrlca ,i~ Congre8c a88embled, That this Act may be cited as the "Election
Reform Act of 1900."

TITLE I

AMENDMENTS TO CUMINAL CODE

Sm. 101. Section 591 of title 18 of the United States Code is amended to read
as follows:
"§ 591. Definitions

"When used in sections 597, 599, 602, 008 and 010 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

election 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 ;

"(c) The term 'political committee' includes any candidate, committee, asso-
ciation, 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 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 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."
SEc. 102. Section (08 of title 18 of the United States Code is amended to read

as follows:
"§ 608. Limitations on political contributions and purchases

"(a) Whoever, other than a political committee, directly or indirectly, makes
contributions in an aggregate 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 national 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, flags, 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 (c)
shall not interfere with the usual and known business, 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 title 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 material, supplies, equipment, land,
or building is to be made in whole or in part from funds appropriated by the
Congress, during the period 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 solicits any such contribution 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 011 is
amended to read:
"309. Repealed.
"611. Contributions by corporations, firms, or individuals contracting with the United

States."
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TITLE II-DISCLOSURE OF FEDERAL CAMPAIGN FUNDS

DEFINITIONS

SEc. 201. When used in this title-
(a) The term "election" includes a general, iipeclal or primary election;
(b) The term "candidate" means an Individual who seeks nomination or

election as President or Vice President of the United States, Senator or Rep-
resentative 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, 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 presidential 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 purchasA3, 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.

(f) The term "Clerk" means the Clerk of the Iouse of Representatives of the
United States.

(g) The term "Secretary" means the Secretary of the Senate of the United
States.

TREASURER OP POLITICAL COMMITTEE; DUTIES OF TREASURER

SEC. 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 purpose of influencing an election until such treasurer has been
chosen. 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 committee;
(2) the name and address of every person making any such contribution,

and the date thereof ;
(3) 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 date thereof.

(e) 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 demand 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 WITII TIIE CLERK AND TIlE 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 15th 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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and the Secretary, containing, complete as of the day next preceding the date
of filing-

(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);

(3) 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 hag been made by or on behalf of such committee, and the
amount, date, and purpose of such expenditure;

(5) The total sum of all expenditures made by or on behalf of such com-
mittee during the caleda.r 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 Relv'esentatIves shall file a statement, as required by subsection
(a) of this section, with both the Clerk and the Secretary.

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

STATEMENTS BY OTHERS THAN POLITICAL COMMITTEE FILED WITH THE CLERK OR THE
SECRETARY

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. 206. The Clerk and the Secretary shall-
(a) Prescribe standard forms for all statements required to be fi!ed by this

title;
(b) Receive all such statements;
(c) Maintain all such statements in such manner that they shall be available

for public Inspection and copying during regular business hours;
(d) Make copies of all such statements available on request at the cost of

reproduction;
(e) Review 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 same committees or other persons pursuant to this
title:

(f) Compile 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 filed by sec-
filons 204 and 205 of this title for a period 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 filed 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 F01 VIOLATIONS

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

STATE LAWS NOT AFFWTED

SmC. 209. This title shall not be construed to annul the laws of any State relat.
ing to the nomination or electtoii of candidates- unless directly inconsistent with
the provlsi6nR of this title, or to exempt any candidate from complying with
such State laws.

?ARTILLINVALIDITY

Szo. 210. If any provision of this title, or the application thereof to any per-
son or cirumstance is held invalid, the validity of the remainder of said title and
the application of such provision to other persons and circumstances shall not
be affected thereby.

REPRALI NG CLAUSE

Sao. 211. The Federal Corrupt Practices Act, 1925, and all other Acts or parts
of Acts inconsistent herewith are repealed.

ITATION

SEm 212. This title may be cited as the "Campaign Funds DisclosUre Act".

TITLE II1-DISLOSURE OF GIFTS AND CERTAIN COMPENSATION

DEFINITIONS

SE. 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 paid or reimbursed, whether In 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 Rest-
dent Commissioner to, the Congress of the United States.

(c) The term "Check" shall mean the Clerk of the House of Representatives
of the United States.

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

STATEMENT OF GIFTS TO BE FILED BY SENATORS AND REPRESENTATIVES

SEQ. 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 11 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 received on his or their behalf,
one or more gifts other than money of an aggregate value estimated by the donee
of $100 or more within the calendar year, together with the date and identity
of such gifts;

(e) 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.

STATEMENT OF OOMPENSATION TO BE FILED BY SENATORS AND REPRESENTATIVES

SEo. 303. Each United States Senator shall file with the Secretary and each
Representative shall file 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 received any such income; the amount or, if not money, the Identity
and value thereoff; and the name and 'address of each person for whom such
service was performed;

(b) A description of the service performed.

DUTI Or-THE, CLXS 'AND THE, SEGRErARY

SEM. 804, The Clerk and the Secretary shall-
(a) Prescribe standard forms which must be used for the statements re-

quired to be filed by this title;"
(b) Receive all such statements;
(c) Maintain all such statements in such manner that they shall be available

for public inspection and copying during regular business hours;
(d) Make copies of all such statements available on request at the cost of

reproduction;
(e) Preserve for pUl tic'inspeotion the statements required to be filed by sec-

tions 802 and 806 of this: title during the term or terms of office of the -Senator
or Representative filing the same end for two years thereafter.

STATEME1NTO VESIFI0ATION; FLING

Sw. 805. Statements equired to 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 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 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, a
duplicate of such statement shall be promptly filed.

PENALTY FOR VIOLATION

SEo. 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 imprisoned not more than one year, or both.

CITATION

'SEC. 307. This title may be cited as the "Disclosure of Gifts and Certain Com-
pensation Act".

TITLE IV-AM)NDMENT TO INTERNAL REVENUE CODFI OF 1954

INCOME TAX DEDUCTION

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

POLITICALL CONTRIBUTIONS

"SEC. 218. (a) ALLOWANCE OF DEDUOTION.-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 is made by the tatc-
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 $50.

"(b) VEFcAx oN.-The deduction under subsection (a) shall be allowed,
with respect to any political contribution, only if such political contribution Is
vertifled in such manner as the -Secretary or his delegate shall prescribe by
regulations.

"(e) DEFToN Or POLrrCAL CONTRBUTION.-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 Iiicoriorated
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

"(2) an individual.who is 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 subpar graph (1), for use by such
individual to further his candidacy.

"(d) Ceoss REFEENC.-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
last Item and inserting in lieu thereof the following:
"See. 218. Political contributions.
"See. 219. Cross references."

(C) 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) POLITIOAb OONTRIBUTIONS.-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 deduct.
tion otherwise allowable under this chapter" and inserting in lieu thereof
"Except 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:
* " "(1) POLITICAL coNTIB3UTrNs.-An estate or trust shall not be allowed the

deduction for political contributions provided by section 218."

TITLE V
EFFECTIVE DATE

1S. 501. This Act shall take effect January 2, 1967, except that the amend.
ments made by title IV 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.

[S. 1913, 89th Cong., let seas.]
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 assembled, That this Act may be cited as the "Federal
Corrupt Practices Amendments of 1965".

DEFINITIONS

SEe. 2. (a) Section 302(a) of the Federal Corrupt Practices Act (2 U.S.O. 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 (c) and
.(d) ) are amended to read as follows:

"(c) 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
$50 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 expenditure; and

"(2) any organization, association, group of individuals, or other entity
organized for o r 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--
"(1) 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 (c) for or on account of any advertisement con-
tained in or solicited for any publication of a kind described in that para-
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 committee" and "contribution"), 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 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) 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
"(3) 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. 3. (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) Subsection (h) of that section is repealed.
(c) Sections 803, 305, 306, 307, and 308 of that Act (2 US.C. 242, 244, 245, 246,

and 247) are amended by striking out the words "Clerk", "Clerk of Hiouse of
Representatives", "Secretary", "Secretary of Senate", "Secretary of Senate and
Clerk of House of Representatives", "Clerk or Secretary", and "Clerk or Sev.re-
tary, as the case may be", wherever they appear therein, and inserting In lieu
thereof 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:

"(c) Shall be preserved as a permanent part of the public records of his office,
shall be 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) Section 308 of that Act (2 U.S.C. 247) Is amended by adding at the end '

thereof the following new paragraphs:
"The Comptroller General shall establish within the General Accounting Office

an automatic information retrieval system through the use of autoi,.atic data,
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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 and 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 this title are complete and correct,
and (2) whether all statements required under this title to be filed in fact have
been filed. 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 criminal penalty is prescribed, he shall
promptly transmit such report to the Attorney General, who shall institute such
criminal action as he may determine to be warranted."

PURCHASE OF ADVERTISING IN CAMPAIGN PUBLICATIONS BY CERTAIN ORGANIZATIONS

SEc. 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 CLARK. Shall I proceed?
The CHAIRTNAN. I have read your statement while you were talking

about the technicalities and it is a very fine statement.
Senator C.R1K. I wonder if it would not be better just to subject

myself to your questioning, rather than read it.
The CHAIRMAN. 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 becitme more troublesome than that of providing adequate
financial support for campaigns. That finding was made by President Kennedy's
Commission on Campaign Costs, commonly known as the Heard Cominmission.
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 financing
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.

DIRECT FEDERAL PAYMENT--CRITIQ UE OF THE LONG PLAN

In my comments on campaign financing techniques, I should like to deal first
with the extremely imaginative and ingenious proposal advanced by the chairman
of the Finance Committee, Senator Long. As I understand it, S. 3490, Senator
Long's bill, provider for a system under which payments are to be made directy
from the Federal Treasury into the treasury of a political party wlich ruims a
candidate for Presi lent, provided that the party complies with specified require-
ments and its candid 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 party is to be paid after the elc-
tion. The advance payment is computed as follows: multiply one dollar tiMs
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 las t 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 thu
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
$1.5 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 a number of the members of this committee the desire to see
a far-reaching simplficatlorl 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 schemes, is that it makes unnecessary the expense of a
solicitation effort. That advantage would apply, however, only to parties
whose candidates had already achieved enough popularity to earn 1.5 million
votes.

COUNTERVAIING 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. It 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. 0

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 50-50 between him and the
government. What the candidate gets is a matching grant, to which the individual
contributor 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
concentrating 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." This 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 is what contributions shall be entitled to the tax benefit.

The Administration bill answers that question 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 is 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. However,
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-emamination 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 deduction, standing
alone, would slant the whole political process in favor of the wealthy and
against the poor.

The "hybrid deduction" is 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
to taxpayers in higher brackets, and a lower subsidy to taxpayers in lower
brackets.

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 $25
back from the government on his $100 contribution.

For this reason I favor the tax credit device recommended by the Heard
Commission: 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-half the amount contributed, it puts the con-
tributor on a matching basis 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 year. Per-
sonally I do not favor this approach, even when it is coupled with a tax credit.
However I realize that compromises are sometimes necessary 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 hi the Administration bill. I shall not do so here again. They have
iay strong endorsement with the mnodification just noted-namely, dropping the
"hybrid deduction" and substituting a tax credit.

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
is neither limitless nor wholly 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 to be taken on an informed and reasoned basis.

Consequently, even though this committee may technically 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.
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ENFOROEMENT

Last year I Introduced a bill, S. 1913, amending the Corrupt Practices Act
to require that campaign statements be filed 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 filed information on an inddflnite 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 S. 1913 which would
place the Comptroller General under a duty to report to the Department of
Justice the failure to file of any persons or organizations under a duty to file,
or the filing 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 aiot 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 custodians 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 S. 1913. Every
Member of Congress is aware of the splendid work that GAO's investigators
have done in a variety of fields--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 REPOR'CING 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
tn 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 tie 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 annum, to file a financial report each year. The report would contain
the following kinds of information:

a. Assets: The Identity 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 lnvl-
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 1904 were $24.0 million, an increase of 73% over
the figure for 1960. Unless firm 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
10% of ail votes case in the preceding general election. A candidate of a minor
party not eligible for free time under this standard could have all or part of his
television expenses reimbursed if lie 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 broadcastinglicense.

I appreciate that the Commerce Committee has jurisdiction 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 system 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
accept it, to construe it broadly, and to move ahead to do the job that must be
done.

The CHAIRMAN. 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 a 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 a position to
object that his committee has jurisdiction and they should not go to
conference with us at all and it gets involved in all sorts of comuli-
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 jurisdiction, the Rules Commit-
tee or the Commerce Committee, handle the free television' time that
you speak of, and let, them do their part of it-

Senator CLAK. The trouble is they will not.
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The CHAIRMAN. 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 efficiently. 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 WILLAMS. 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 point 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 cooperate with us.

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

Senator CLARK. I am sure anyboy with the persuasive genius
of the Senator from Louisiana would be able to persuade Senator
Mfansfield that that is the way to handle it.

The CHARMMAN. Thank you for this very thoughtful 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 CLAi. Thank you.
The CHAImRzA. 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, 1966

U.S. SENATE,
COMMII'EE ON FINANCE,

Vashingtan, D.C.
The committee met, pursuant to notice, at 10:05 a.m., in room 2221,.

New Senate Office Building, Senator Russell B. Long (chairman)
presiding.

Present: Senators Long, Williams, and Morton.
The CHAIRMAN. This morning, we will conclude hearings on a 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:)

STATEMENT OF FRED G. SCRIBNEB, JR., GENERAL COUNSEL, REPUBLICAN NA-
TIONAL CoMMrmrEE TO THE HousE ADMINISTRATION COMMITTEE'S SUBCOM-
MITTEE ON ELECTIONs REGAwINO H.R. 16317, ELECTION REFORM BILL OF
1966 (AUouST 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
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
that in his opinion the Federal Corrupt Practices Act should be substantially
revised to meet the problems of modern political campaign techniques. The same
viewpoint was expressed by his successor, Representative William B. Miller.

This continues to be the position of the Republican National Committee.
We believe that existing Federal legislation i archaic; that it needs to be

modernized and made realistic. We also believe that the major weapon in
preventing improper and excessive use of money in campaigns Is early and
detailed full public 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. These have resulted In the proliferation of multiple committees
or the creation of new campaign techniques designed to meet statutory require-
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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 select

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.

Ceilings 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 restraining 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 in a report
which it issued in December 1965, said:

"We also recommended that the wholly unrealistic limitation of $3 million on
the ai)nuaj 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 Jas spawned the creation by both
major parties of hosts 'of satellite -committees, each legally able to-collect and
spend $3 million. Equally unrealistic ceilings which apply to Senatorial and
Congressional campaigns should be raised to meaningful levels."

. I also adopt for presentation to this committee as the position of the Republican
National Committee on points now under consideration by this committee the
following statement prepared and issued by the Republican Coordinating Com.
mittee:

"The costs of financing campaigns for elected officials 'are enormous. Total
campaign expenditures In 1904 at local, State and National levels amounted to
at least $200 million, a $25 million increase from 1960. Total costs in 1904 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
Democratic 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 Iarties' aiid'the political system.
We .are opposed to any scheme which would provide direct 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 dedtiction from the Federal income
tax be permitted for contributions to parties or their nominees. By making
political contributions up'to a modest ceiling tax deductible, persons of moderate
income will have greater incentive than they now do to contribute to political
parties or their nominees."

"These recommendations have dealt with Federal law governing the finances of
campaigns for Federal office. But the States have an active role in this field, not
only with regard to elections for Federal offices but for State and local offices
as well. Wecommend 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 CHAIRMAN. Our first witness will then be Mr. Thomas Harris,
legal counsel of the AFL-CIO.

-Mr. Harris, will you take a seat here and proceed with your state-
ment, please?
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STATEMENT OF THOMAS E. HARRIS, ASSOCIATE GENERAL COUN-
SEL, AMERICAN FEDERATION OF LABOR & CONGRESS OF INDUS-
TRIAL ORGANIZATIONS

Mr. HmI~m. My name is Thomas E. Harris., I am associate gen-
eral counsel of the AFL-CIO and appear-;here on' its behalf. We
appreciate this opportunity to state our views on' the important issues
erthe committee.
, The' CHIuSAN. May I say, 'Mr.- Harris, I think it is desirable that

there should be a withesshere for'the AFL-CIO, because in my esti-mation 'this sibjedt is 'very important to your brganiiation.

Mr. HIARRIS. It is a subject, about which we feel concern ^and about
which .*&tiave always thken it cei~in initer et.

As to the financing of political campaigns, different and. hot always
compatible ob'ectiVesinust be'taken'int6 account.'
It essentiali "we think, t6 t.e pr'ope'iworking of a democratic

politicalvsystem that'campaig ns: be adeuately financed., Voters need
to be made familiar with cand idates aild issues, despite coinpeting dis-
tractions.,. We in the AFL-CIO .are always primarily concerned *to
irsurb that the candidates andpolicies we support are fully presented
to-the electorate, and we have no objection 'at all to equal exposure for
the other side. We want well-publicized campaigns, with lots Of
public attention focused on them. As we see it,'that is the Way democ-
racy works best..

The'question,:then, is where the money is going to come from; for
certainly, no one Waits to sde the day when only very wealthy men,
who cftn finance 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 amountss, the less
candidats,ahd parties" Aeed be beholden to a few large contributors.
And.while many large contributors undoubtedly simply support those
candidates with whose views they agree, and with :no anticipation of
reciprocal favors,- that is not always the case. Moreover, the making
of political 'contributions by large numbers 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
credits 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.

Let us consider, first, the question of deductions. One proposal
(S.- 2006) 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
60-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 wealthy.

While the President proposed a deduction limited to $100, the prm-
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 1966, President
Johnson stated that he would submit legislation "to boaden the par-
ticipation of the people, through added tax incentives, to stimula
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 "small 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. Quite the contrary.

Of course, I do not mean that the very wealthy would be much af-
fected by these tax deduction proposals. People who have been giving
$10,000: or $20,000 in political contributions are not going 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 is set for the tax deduction.

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 family which makes a $20 contribution over'the family
which contributes $10, since the former would receive a larger tax
credit. However, 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 understand the scheme would contribute the maxi-
mum, since thA 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.

Moreover, as stated earlier, we strongly' urge that any credit. or
deduction which is granted should embrace" independent, political com-
mittees, such as 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.

The 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 fie regular parties or regular political organizations.

We thank the committee for this opportunity to appear.
The CHAIN Mx. Thanks so much for coming here. I had been some-

what hopeful that we might be favored by the presence of your presi-
dent, Mr. George Meany. I think he is a great man.

Mr. H, mis. Thank you.
The CHAMIAN. He is a wonderful, warmhearted person to every

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 CHAIMANA. I did discuss this with Mr. Meany some time ago
and tried to explain it to him, and lie 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 sugested-and Senator Nelson
of Wisconsin and Senator Douglas of I~l nois 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
government and every other government. The people who have money
have 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.

I 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. HAmis. 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 CHAIRMAN. 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 100 Y

Mr. HARRIS. Yes; we think it is a much healthier situation, and not
only diminishes the chance of undue influence, 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
part of the election costs, and it would be-quite proper for the Federal
Government to meet it.

The CHAIRAw. Senator Morton?
Senator MORTON. 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, as I
pointed out yesterday, that the proposal that Senator Magnuson and
I 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-let
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.
Mr. HAmus. Thank you, sir.
The CHAIR.MAN. Thank you so much, Mr. Harris. We appreciate

your being here today.
Mr. Martin Lobel, of Lbbel & Lobel, Boston, Mass.

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

Mr. LOBEL. I am Martin Lobel, a practicing attorney in Boston, and
I Will bo assistant professor of law at the University of Oklahoma
this cominFf 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 skeptical 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..

You have already heard from soe- of the m ost eminent students
and practitioners of pragmatic politics so, rather than waste the com-
mittee's time covering the same material, I would like to attempt to
pl.ace-tlese bills into the framework of a functional democratic theory,
so that wecan approach campaign financing unemciimbered by the
campaign financing theories usually encountered..

-Your function when you go out t6 campaign is to inform and edu-
cate the people so that they can make a rational choice between those
issues which are in contr6ietsy. You present yourself, your policies
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and your method of approach 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 insulated 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.. a

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 amount of
money he can spend to inform the public about his program, his qualifi-
cations and his accomplishments: Nor should he be 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 o' policy, it
seems clear that too much information is to be vastly preferred to too
little information.

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 sufficient 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 partof 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.

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 encoura go small contributions or a direct Gov-
ernment subsidy. The choice will depend upon the followin : how will
.the plan affect our political system ? Will the plan provide 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 could 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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violation involved, but he was just asking about what tli6y put uplthai
they were not required to answer.

Did you read the report?
Mr.MLoEL. Yes, sir; Idid..
The CHAIRMAN. It is out Of print., It 6ught to be reprinted as a best

seller, for anybody who wanted to get alist of prospets.
I am frank to tell you that I sometimes gain the impression that when

you are talking in terms of large campaign contributions--I:do not
mean the $100 type, Imean the big ones,.$5,000 and above-the distinc
tion between a campaign. contribution and a bribelis almost a hair' line
difference. You can hardly-tell one from the other.
I For example, I recall an election in my State where one man put Up

almost a quarter of a milliondollars. He was a very fine, high type
man and we passed a big tax that cost him a fortune. But we did not
do that without first talking to him and saying; we think this is neces.
scary, 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.

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 changing 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 alico
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 tango. Now;, if a Senator or a Congress-
man has a bad bill or something that should not be done and hewants 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 v, eto
message. I do not kniow of any time- the President has been bver-
ridden unless the Congress thought very strongly he was indisputably
wrong.

Can you tell me how many times in the last 20 years, for example,
Presidential vetoes have been overridden. Not many, have tliey?

Mr. TkAFB,. Not; many.
The CIAMMAI. I think we overrode Eisenho~er about one time.

We did not override Kennedy once, and we. h ave not overridden
Lyndon Johnson one time.': Itrry Truman would slap a veto on -a

ill, and have himself overridden a few tinies. But generally speak-
ing, where we did override him, 'every Congressman aid every Senatot
explained in greatdetail to his constituents why'he'oVe rode thle veto of
the President.

Mr. TA BEL. I thifik. many pl ople make the mistake" pf "saying that
large c'ontributions ar, per s bad. I think this is' iif-,ect, I think

it is a. bahuce jbu- have to' dva between hoi lr'e contribution i
and the office being'cbintesteod.' For ikanple, $10,000 'i ,mitch mor
important to a Congressman than to a Senator or President. Yet
those who are able to contribute $10,000, or $1,000 more commonly
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should have some means of acess to the -Congress, to the Pisesideiit or
what have you, so they can bring whiievet ideas they have to the
CongrS oi President.

The CHAIRMAN. I have seen it both wayS. I have seen people put
up more than $100,000, some of the finestp highet motivated people in
the world. On tlie other hand, I have seen some other felloims come in
looking for a highway ' 0ntratd, let's say, and stat, "I. am. willing to
put up $25,000i but I want to name the' hig way comfnissioner of this
next administration, and if I camot name hii, 'I want' to 'hav veto
power over who it will be. Here is the $25,000 and nW drfp6t.ingj n6
anything. Let's just understfgnd each other. If we can do busiio~s, I
will put this money up."

I have seen it work both ways. I am sure that the people dh the
other side have experienced the same problem.'

Mr. LOBe. 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 the people. There is a new book com-
ing out shortly that will indicate the weakness of our present laws'peg-
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 t. thepeople.

The CHAIRMAN. My suggestion is a simple way to 'meet one prob-
lem-the biggest one. If you can solve the big problem;, you can solve
the small problems later on. My thought on' th subject is that you
can move step by step. If my suggestion :applied to the next presi-
dential campaign, it Would mean that the Republi6an Paty and'the
Democratic Party, with their toVq'nominees, would bWth have ar liable
to them $26 million, which would be on th theory of oie man, "one
vote. They could take a look at how they are running and take a
chance on spending more than 'that, and chances are both of them
would. If they got more votes, all right, they should b.e allowed -it
larger amount of money.

Mr.- LOBEL. 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 prefer 'the party dp'it,
than some contributor wlios money had been refused by a presidential
candidate because the latter already was assured of funds under your
proposal.

The CHAIRM AN. In States like Louisiana,'a- big Southern State, we
tend to think of it on a different basis, because Usully, the big race is
the Democratic primary and you get all shades o the rainbow in thow
candidates. Some people who run are very' fine men. You get some
people who are so liberal that they are out of bounds on'the' left. and
som6 so 'conservative that- they are out of bbunds on tho right, and
'you get some people 'who arer just comldtely scthobaly
all' put their hames out there.'k'doescause'ntie towonder whether
we have any business trying to finance some.6f these pep3 1whol iIv6
no business running to begin with. That is why I do no' try't6'answer
that. And I am not sure that you would want to anisWef~it., Would
you .. .. . .. .

Mr., t n,.E No, ,wouldsay We art financig' the paiy falierthan
the candidates. All too often; 'thei-e rsidential candidfite has boine
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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 CHArRMAN. If you do not want to name the book you mentioned
earlier I would appreciate it if you would bring it to my attention.

Mr. LOBEL. You will see it in newspaper headlines, I am quite sure.
It concerns campaigning in Massachusetts.

The CHARMMAN. 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. Lonu . We just wash our linen publicly.
The CHAMMAN. Senator Morton?
Senator MoRwON. 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 a 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 CIAIRMAN. I would be happy to have it.
Senator MoRToN. Do you want just the Louisiana names, or would

you like all of them I I have them broken down by States and dates.
The CHAMMAN. 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.

Senator MORTON. I just wanted to offer to be helpful in anyway I
could.

I have enjoyed your testimony.
The CHAIRMAN. I must say, Senator Morton, it was rather amazing

to me to find on the front page 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 Lyndon 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 you on that. I saw 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 Party. It
was not any news to me.

The CHAIRMAN. 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-
porting Lyndon Johnson, doing what he could to support his friend,
Mohole or no Mohole.

Well thank you, Mr. Lobel.
Mr. k'ike Callas, 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., HAGE1STOWN, MD.; ACCOMPANIED BY JOHN LLOYD, CUM-
BERLAND VALLEY CHAPTER OF THE ASSOCIATED BUILDERS &
CONTRACTORS

Mr. CALLAS. Mr. Chairman, my name is Michael Callas. I am the
president of Callas Contractors, Inc., a construction firm located in
Hagerstown, Md. I am also the president of the Cumberland Valley
Chapter of the Associated Builders & Contractors of Maryland.

T6day 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 iscaes 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 contriLute 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 construction 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 phone 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 aloe 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.

81



FINANCING POLITICAL CAMPAIGNS

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 deduc-
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 appear this morning.
The CHAIRMAN. Thank you very much, Mr. Oallas. You are the

concluding witnss 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 legitiinate, 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 we can find the i'ight, answer, 'because I think just in the interest
of good government, people should be in a position, when they are
elected to office, to do what, they think is right without any heavy com-
mitment one way or the other to favor one particular'group over an-
other.

Thank you very much for your statement here.
Senator Morton ?
Senator MORTON. I have no questions.
The CHARM5AN. 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
Truax, chairman of the Republican State Committee of Harrisburg,
Pa.

(The statement referred to follows:)

STATEMENT OF CRAiG TRUAX, REPUBLICAN STATE CHAIRMAN OF PENNSYLVANIA

This statement is based upon 10 years of work within the Republican State
Committee of Pennsylvania'. My observations and experiences, as they concern
the financial problems. of political committees are similar to those of participants
in other states in both political parties.'

Both the'Republican And Democratic Parties-are today in serious financial
trouble. Not only are the majority of such committees unable'to properly fulfill
responsibilities to the electorate, their weakened'cndition makes them vulnerable
to takeover by individuals and groups who have access to financial power.

For years, citizens groups,, political leaders, Presidents, Commissions and
officeholders 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 ipn in the secrecy of the polling place..

At work in-every Capitol City in the Nation are organizations representing
the political and economicc interests of the, professions, uniohs. and businesses.
Tlh'66 organizations,: properly, involved in their government, are in most cases
handsoml-lheadtquajtcred, well-staffed by career- pesonnel, and 'heavily financed-
by memb&§rshlp contribitioiie Which are tax dcductibl'e! We approve of, and we,.
salute these organizations.
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llowever, we believe that the legally constituted system of political parties
deserves the same privilege-and our feeling is supported 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 electoral process. Ve are the maintenance crew which keeps alive the concept-
that citizens should develop and maintain a voluntary decision-making political system
free of government domination or interference.

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: Will Parties be put on a direct
Goernimental subsidy plan, or will they be given the right to receive tax-deductible
contributions to the degree that the public feels they merit voluntary financial aidl

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.)


