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success in fundraising has been highlighted by several especially large
ideological PACs. within their ranks. The three largest spenders among .PACs
have been unaffiliated in the 1976, 1978 and 1980 elections; their spending
levels have been dramatically higher than those of most other PACs. -While
they have achieved prominence for their spending levels, the non-connected
group has achieved little distinction among contributors to Federal candidates.
Their contribution levels have been low in the aggregate and few of the giant
spenders have recorded very high levels of direct contributions to candidates.
Finally, this group has been the most Republican and least incumbent-oriented
among the categories; it is, in fact, the only grouping that gives less than
half of its money to incumbents.

Corporate PACs today constitute half of all PACs and have exhibited the
largest numerical growth since 1976. They spent one-fourth of all PAC money
in 1980, up from just one-tenth in 1976, and they contributed more than
one-third of PAC money in 1980 and more than doubled their level of 1978.

Other than non-connected PACs, they are the most heavily Republican and least
heavily incumbent in their orientation, although more than half of corporate
PAC money continues to go to incumbents. Theii strength lies in a large number
of relatively small PACs, the reverse of labor®s situation.

In terms of its growth and its spending patterns, the trade/membership/
health category has exhibited less pronounced trends than have the other three
groupings. It was the second highest spending group and contributing group
in 1980, it is second only to labor in its bias toward incumbents, and jt‘Af
is the least Republican-oriented among the non-labor groups. Its growth in

numbers and spending has been steady, yet impressive.
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The final observation concerns the contribution-to-expenditure ratio
among PACs. As noted earlier, some 42-50 percent of PAC expenditures haVe
taken the form of direct contributions to Federal candidates since 1972- a
somewhat less than 1 to 2 ratio. The ratio more nearly approximates the
? to 2 ratio among labor PACs, corporate PACs, and the trade/ membership/
health PACs. The contribution-to-expenditure ratio for the non-connected
grouping was only 1 to 8 in the 1980 election, with large amounts of money
spent on such things as fundraising and independent expenditures. The spending
patterns of the non-connected- PACs have thus pulled the aggregate PAC community
away from the 1 to 2 ratio and have, in fact, skewed the spending data for

all PACs.

I11. REASONS FOR PAC GROWTH SINCE THE 1970s

Having examined at length the proliferation of PACs and their increased
levels of financial activity, one is in a better position to comprehend the
reasons for these developments. The numbers and the dollars presented in
this chapter represent not only the effects of PAC growth, but a cause thereof,
as well. The proliferation of PACs and the widespread attention accorded it
by the media has undoubtedly provided impetus for their further growth and
proliferation. With each interest group®s successful experience in establishing
a separate segregated fund, within the context of the FECA, the road has been
paved for other PACs to follow. The fact that so few groups took advantage
of the PAC option in the early 1970s was indicative of their reluctance to
test the legality of various PAC-related practices. Those groups that did
form PACs set precedents in the field and, in turn, acted as catalysts for

congressional amendments to the FECA which eliminated existing ambiguities and
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restraints. Thus, the continuing increase in PAC numbers and dollars is
attributable, in part, to the ripple effect of the increase itself.

This self-generating effect accounts for only part of PAC growth, and it
does not begin to explain the initial, large waves of new PACs in 1975 and 1976.
Rather, two different areas might be explored to approach an explanation of
the rise of PACs: the legislative and administrative decisions described in
Chapter Two and the circumstances affecting the political process in general.

Chapter Two discussed the barriers to PAC formation which were eliminatei
with the passage or issuance of each successive legislative, judicial, or
administrative action. These included the original sanction for PACs provided
in the 1971 FECA, the elimination of the presumed ban on PAC establishment by
government contractors in the 1974 Amendments, the permission granted
corporations to solicit employees for PAC donations in the FEC"s 1975 SUN PAC
Advisory Opinion, the constitutional legitimacy accorded separate segregated
funds in the Supreme Court®s 1976 Buckley v. Valeo decision, and the 1976
FECA Amendment®s guidelines for solicitation by corporate and labor PACs and
its express authorization for the formation of PACs by trade and other
organizations. Each of these contributed to an environment more hospitable
to political action committees.

Several provisions of the campaign finance laws merit special mention
for their contribution to the overall PAC spiral. First, the introduction
of public funding of Presidential campaigns in the 1976 elections deemphasized
the role of private (including group) money in such races, leaving PACs to
channel even more money to congressional races. While private contributions
are sought during Presidential primaries for matching fund purposes, PACs
have exhibited a reluctance to become deeply involved in elections during

these early stages. Whatever PAC money has been forthcoming to Presidential
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contenders (less than 10 percent of all PAC donations to Federal candidates
in 1980) has been given in the primaries since 1976; candidates accepting
Federal funds in the general election (as did all major candidates inl1976
and 1980) are barred from taking any private contributions. This political
reality has undoubtedly had an impact on the growth of PAC money entering
the congressional arena, although it may do little to explain the overall
growth in PAC numbers or dollars.

Another major feature of the FECA which has, by all accounts, affected
PAC growth has been the $1000- limitation on contributions by individuals to
Federal candidates. Coupled with the strict disclosure requirements of the
1971 Act, the limitation apparently spurred wealthy donors, particularly those
affiliated with the business sector, to seek other avenues for political giving,
particularly through coalitions with like-minded individuals. This theory is
especially helpful in explaining the surge in business PACs, by 1980 the
leaders among all PACs in their contributions to Federal candidates. The
transference of business money from individual givers to PACs is described in
the following passage by Edwin Epstein:

. until the campaign financing laws were reformed in the

1970s to impose strict limitations on individual donations

and to provide for effective public disclosure of the sources

of funds, there was little need for business PACs; money from

business-related siources could legally enter the electoral

arena, almost undetected, 1in almost unlimited amounts in the

form of individual contributions by wealthy persons affiliated

with corporations and other business organizations. 140/
The view that PAC growth constitutes the substitution of one form of large

contributor for another is echoed in the work of another PAC observer,

Michael Malbin, who wrote:

140/ Epstein, Business and Labor Under the Federal Election Campaign
Act of 1971, p. 111.
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The growth in PACs since 1974 has been matched by a decline
in the importance of large contributions from individuals. Be—
cause corporate PACs are increasing faster than any other PACs,
and because large individual contributions in the past tended
to come disproportionately from business interests, the rise of
one and decline of the other seem roughly to cancel each other
out. Instead of saying the law has failed to achieve its pur- e«
pose of curbing the power of the "special interests,”" we should
say— at least with respect to business interests- that the law
has achieved the goal of transforming the character of business
participation in politics from the undisclosed and sometimes
seedy form it took before 1974 to the more institutionalized
and accountable form we see today. 141/

This theory, of course, is based on the overall trends in political giving,
and an objective judgment as to its validity is handicapped by the lackof
adequate, accurate disclosure records prior to .1974. It Is known that large

donations were sharply curbed by the 1974 FECA Amendments and that business
PAC growth since 1976 has been one of, if not the, most striking aspects of
the PAC statistics presented in Chapter Three. There 1is generally assumed to
be a correlation between these two developments.

Although this theory is difficult to substantiate when viewed from
individual giver®s perspective, it is bolstered nonetheless by the
differential in the maximum contribution one may make to a candidate ($1000)
versus to a multicandidate committee ($5000). While the intent in allowing
the higher limit for donations to PACs was likely related to the lesser
opportunity for gaining undue influence by contributing to an intermediary,
the law ->.llows wealthy individuals to maximize their political giving by
contributing to a multicandidate PAC of like philosophy rather than a particular
candidate. The donor understands, of course, that only part, if any, of Chat

donation may reach the favored candidate by giving to the PAC. The wealthy

141/ Malbin, Michael J. Of Mountains and Molehills: PACs, Campaigns,
and Public Policy. |In his Parties, Interest Groups, and Campaign Finance
ufivs, p. 152.



giver % spending decisions must also take into account the overall $25,000
limit on all political contributions by an Individual, providing perhapa a
further incentive to maximize his potential for influence with each
contribution.

The third major feature of the FECA which has affected PAC growth is
closely related to the second. The same provision of the FECA which imposes
the $1000 limit on individual contributions to candidates places a $5000 linmit
3n contributions by multicandidate committees [2 U.S.C. 44la]. Furthermore,
there is no aggregate limit on-the amount a PAC can give in a calendar year,
such as the $25,000 limit affecting individuals. By according a greater
latitude to the multicandidate PAC than to" the Individual, the FECA has thus
provided stronger incentives for candidates to seek funds from the former than
from the litter. This view parallels the findings of the Harvard University
Institute of Politics in its analysis of the FECA ™ impact:

In effect, the current law forces candidates to turn to

corporate and labor PACs as well as to their personal bank

accounts for the needed funds no longer available through

the parties and from individual contributors. At the same

time, the limits on amounts individuals can contribute

directly to candidates have served primarily to divert

money into channels of organized giving. 142/

Particularly given the time-consuming nature of fundraising, it iIs easier

to raise large amounts of money by directing appeals to PACs. This is
especially true for House candidates, whose races are not as well suited to
direct-mail efforts as are Senate races, thus, perhaps, a further explanation

for the greater reliance of House candidates on PAC money than their Senate

counterparts. By making PACs more attractive to candidates as a source

142/ U.S. Congress. House of Representatives. Committee on House
Administration. An Analysis of the Impact of the FECA, p. 6.
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of funding, the FECA has added yet another incentive to their proliferation.
In the view of some, the higher limit on PAC contributions is the
single most important factor in the growth of PACs in recent years.

The second area which offers explanations for PAC growth is the political
landscape in general. One finds that PACs have stepped in to fill a void
created by the declining fortunes of the two major party organizations. One
also finds that proliferation of PACs has mirrored a general trend toward
the fragmentation of the political system. And one must also consider the
increasing role government has® played in the lives of its citizens, thus
providing further incentives for political organizing to affect governmental
decisions.

The political parties have traditionally served as arbiters of competing
interests in the process of welding coalitions united by certain underlying
principles. The parties provided candidates with a general platform on which
to run and with the financial and other resources necessary for a campaign;
the parties in turn exercised strong control over the recruitment of candidates
and commanded a high degree of loyalty to the party issue positions among
their officeholders.

Most observers contend that the party organizations have declined since
the 1950s and are no longer able to influence to the same degree as in the
past those candidates who become elected officials. Some, like David Broder,
insist that this is largely the result of candidates bypassing the party
structure to wage more independent campaigns; the successful experiences with
such campaigns resulted in the atrophying of the party organizations and,

concomitantly, a lessened ability to provide necessary resources for future
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campaigns. 143/ The organizational decline paralleled a weakening of party
loyalties among voters, as evidenced by survey research data on party
identification trends and the increased incidence of voters crossing party
lines in selecting their preferred candidates. 144/

The weakening of the power of party organizations and the party loyalties
among voters created a vaccuum which, in a sense, generated the need for new
organizations to provide financial and technical assistance to candidates and
issues around which candidates could rally voters. The evidence indicates
that PACs have proved to be suéh substitutes for these party functions. The
drop in the party component of candidate funding after 1972 and the concomitant
rise in the PAC component as revealed in Tagles 6 and 7 is indicative of such
a development.

The experiences of the Republican Party in 1980 and 1981 have raised
questions as to the continued validity of the party deterioration theory.

The impressive fundraising record of the three principal national committees

of the Republican Party in 1980 (when receipts totaled $111 million) and 1981
(when the three GOP committees raised $73.6 million, 1in contrast to $9.9 million
by the Democratic counterparts) was a tangible indication that at least cne

of the two major parties had gone some distance in improving its ability to

assist its candidates financially; this financial assistance included direct

contributions, coordinated party expenditure , and campaign assistance in

143/ Broder, David Let 100 Single-Issue Groups Bloom- The Pains
They Cause May Push Politicians Back to the Parties. The Washington Post,
Jan. 7, 1979: CI-2.

144/ Samuelson, Robert J. Fragmentation and Uncertainty Litter the
Political Landscape. National Journal, v. 11, Oct. 20, 1979: 1731.
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such technical skills as polling and media as polling and media advertising. 14p/

The high degree of cohesion among Republican Members of Congress on the Reagan

budget and tax programs during 1981 may be further indication of a renaissance

in the GOP"s prestige and organizational strength. (The issues affecting perceived

party decline and the causes thereof will be discussed further in Chapter Four.)
The growth of PACs can also be viewed as yet another reflection of the

general fragmentation of American society and its political system which has

been perceived since the 1950s. Kevin Phillips wrote in 1978 of the

"Balkanization” of American society, in which:

Small loyalties are replacing larger ones. Small outlooks
are also replacing larger ones. 146/

Phillips saw the "political and social decomposition™ of America aggravated
by such events as the Vietnam War and the end of Pax Americana, the failure
of the Great Society, the end of energy abundance, and Watergate and the
public®s loss of confidence in its political institutions.

. the breakdown of these unities, hopes, and glories has been
enough to send Americans . . . scrambling after a variety of lesser
combinations and self-identifications: ethnicities, regions,
selfish economic interests, sects, and neighborhoods. 147/

Other observers differ as to the causes of fragmentation and whether or not

it represents the harmful phenomenon which Phillips believed it did. One must

also be cautious not to mistake current political and social trends for the

145/ Cohen, Richard E. Democrats Take a Leaf from the GOP Book With
Early Campaign Financing Start. National Journal, v. 13, May 23, 1981: 923.

146/ Phillips, Kevin. The Balkanization of America. Harper®s, May
1978: 38.

147/ 1bid.
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merely contemporary manifestations of the heterogeneity traditionally a part
of the United States.

The evidence of splintering and fragmentation in the political system
is readily observable. For example, Congress has experienced an extraordinary
growth since 1970 of informal groups seeking to influence the policy-making
process within that institution. Such groups, commonly known as caucuses,
are not recognized in the House or Senate Rules and do not receive appropriated
funds. They are formed by like-minded Members who desire the development of
common policy approaches to shAred policy concerns. 148/

Only three informal groups existed in 1970.: the Democratic Study Group,
the House Wednesday Group, and the bicameral Members of Congress for Peace
Through Law. By 1981, more than sixty informal groups were in existence,
including such groups as the Congressional Rural Caucus, Jewelry Manufacturing
Coalition, Solar Coalition, Senate Steel Caucus, Textile Caucus, Mushroom
Caucus, Western State Coalition, and Automobile Task Force. 149/ These
caucuses can be characterized by their narrowly-focused agendas or bases of
support, and, particularly among the new informal groups, "the major emphasis

. has been a single issue orientation which underscores economic and

regional shared interests over partisan considerations.”™ 150/

148/ U.S. Library of Congress. Congressional Research Service.
Formal and Informal Congressional Groups [by Paul Rundquist]. Report
78-172, October 30, 1978. p. 16-17.

149/ Stevens, Arthur G., Jr., Daniel P. Mulhollan, and Paul S.
Rundquist. ,U.S. Congressional Structure and Representation: The Role
of Informal Group3. Legislative Studies Quarterly, v. 6, August 1981.
p. 415-437.

150/ U.S. Library of Congress, Formal and Informal Groups, p. 2.
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Just as the proliferation of narrowly-focused congressional caucuses
represents the institutionalization of the multitude of loyalties and interests
which exist in the United States today, so do PACs constitute one more form of
institutionalized representation for America®"s divergent interests. -Their
growth in number and influence can thus be viewed as a reflection of what
appears to be the higher degree of social, political, and economic heterogeneity
of the American people today. When viewed in such an overall context, the PAC
phenomenon of the 1970s and 1980s seems hardly surprising.

Finally, the Issue of increased government regulation is often suggested
as a catalyst for PAC growth. The theory holds that the more governmental
decisions are perceived as having an impact on peoples®™ lives, the more
politicized people become, in order to help shape the outcome of policy
decisions. This view, as it relates to government regulation of business, was
well expressed by a representative of the Business-Industry Political Action

Committee (BIPAC):

It was not the Federal Election Campaign Act and the Federal
Election Commission that promoted the PAC movement; it was every
other law and every other regulatory body that began intruding
into the business of business. A clear pattern emerges when
reviewing who does and who does not have a PAC- the more regulated
an industry and the more obvious an industry is as a congressional
target, the more likely It is to have a political action committee
within the associations or within the companies that make up that
industry. As the government moves closer and closer to partnership
wn,h an industry, the result of that liaison is a PAC, mothered by
industry but unmistakably sired by government. 151/

Apart from the value judgment associated with government regulation, the
essential argument is both widely-accepted and logical. The business-related

examples cited by the BIPAC spokesperson could be expanded considerably by

151/ Budde, Bernadette A. Business Political Action Committees.
In Malbin, Parties, Interest Groups, and Campaign Finance Laws, p. 11.
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by looking at the proliferation of PACs organized around such social issues as
abortion and gun control. The principal flaw in the above quotation may be the
discounting of the impact of the FECA itself on the growth of PACs. Government
regulation of and involvement in peoples®™ lives and businesses is not just a
phenomenon of the 1970s; certainly the active involvement of government has
been a growing trend since at least the New Deal era of the 1930s. While
government regulation is not solely responsible for today"s growth of PACs, it

is nonetheless an important cause that cannot be divorced from the issue of

PAC proliferation.



CRS-149

ISSUES SURROUNDING THE PAC ROLE IN THE POLITICAL SYSTEM

This chapter focuses on the Impact which PACs have had and are continuing
to have on the political system. We learned in the previous chapter that,
since 1972, PACs have steadily and enormously increased both their numbers and
the amounts of money available for political spending and that they are playing
an increasingly important role in the financing of congressional elections.
How the PAC phenomenon with its infusion of many millions of dollars into our
election campaigns has affected the political system overall and the various
segments and values thereof has been a matter of sharp controversy In recent
years.

The debate over PACs has revolved around the issue of whether or not
interest groups have developed too much power over the policy-making process,
to the detriment of other sectors of society and to the Nation as a whole.
While that is the central question, other issues have inevitably become
entangled in the ongoing debate. Such factors as who has benefitted or who is
likely to benefit from the growth of PACs have tended to color the perceptions
of proponents and opponents of political action committees.

This chapter offers a discussion of the major component Issues in the
debate over PACs: the role of interest groups in society and whether or not
they exert %oo much power today, how PACs have affected the position of the
political parties, how PACs have affected the role of the individual in the
electoral process, the effect of PACs on Congress, the level of funding for
modern election campaigns, the effect of PACs on the balance of power between

the business and labor sectors, and the relation of PACs to the notion of
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political accountabity. For each component issue, the views of PAC proponents

and opponents will be discussed and analyzed.

I. THE ROLE OF SPECIAL INTERESTS

The debate over PACs essentially corresponds to whether one tal- sa benign
or a suspicious viewof the role interest groups play in the politicalsystenm
and whether or not the power exerted by interest groups today is detrimental
to the national good. Opponents of PACs assert that the sum total of special
interests do not always add up to the national interest, while defenders insist
that the national interest inevitably emerges out of the conflict between the
special interests.

PAC opponents argue that the special interests have become too powerful
in recent years (the PAC being a vehicle for wielding that power) and that this
is making it Increasingly difficult to forge cohesive national policy. They
see Interest groups as having become increasingly strident and unyielding,
particularly those advancing single, "litmus"™ issues. The end result of their
input into the political system, opponents say, has been to undermine the spirit
of compromise and flexibility which 1is essential in a democracy and to paralyze
the Congress. In the words of Common Cause®s Fred Wertheimer:

The PACs stand out as one of the major causes of the growing
fragmentation of our political system and also of the Increasing

difficulty we experience in our attempts to reach national consensus.

They argq a key factor in the growth in America of the special-interest

state. 152/

Although PAC critics acknowledge the legitimate role interest groups and PACs,

as their agents, have to play in the political system, they argue that they

152/ Wertheimer, Fred. Commentary. In Malbin, Parties, Interest Groups,
and Campaign Finance Laws, p. 199.
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must be kept in check, lest the integrity of the system be threatened. It is
their contention that the large amounts of money which PACs have introduced
into the process over the past decade and the increased candidate reliance on
PAC money have signaled the upsetting of the balance between organized interest
groups and the rest of society.

The defenders of PACs insist that they are not a monolithic force and that
they represent a wide spectrum of political philosophies. Rather than expressing
alarm at the proliferation of PACs, they see it as a healthy development which
contributes to a vigorous democracy. Proponents appear to adopt the Madisonian
view, as expressed in Federalist No. 10, that the way to prevent a tyranny of
factions 1? to allow them to flourish and multiply so that no one faction co-.ld
so dominate others as to eliminate incentives for compromise with other sectors
of the society; they believe that the diverse economic interests present in
America today manifest such a system. 153/

PAC supporters contend that the sharp increases in PAC spending largely
reflects a transformation in the methods which corporations formerly used to
influence election outcomes. They note that corporate PAC contributions have
replaced the "large contributions from corporate ¥at cats,” “double-envelope®
individual contributions collected and bound together in an outside euvelope with
a corporation®s return address, and illegal in-kind cor; e"rate contributions.”™ 154/
The goal of the FECA, Michael Malbin observes, was not to end the role of business
in politics, but to transform it. And, as further evidence of the transformed
nature of campaign financing, he cites the decreased share of large individual

contributions among House candidate receipts between 1972 and 1978.

153/ Malbin, Of Mountains and Molehills, p. 215-216.

154/ 1bid., p. 156.
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Because most of the large contributions traditionally have

come from business interests, this drop seems more than

adequate to account for the proportionate growth of PACs. 155/
Thus, PAC defenders downplay the statistics (which critics underscore) on
PAC spending. They believe that so long as the money comes from voluntary
contributions, subject t disclosure laws and limitations, there is little
reason for concern.

Finally, PAC supporters object to the frequent pejorative connotation of
the term "special interest”™ and the juxtaposition of it with another value-laden
term, "public interest.” They hold the view that all factions which advocate
specific government policy objectives are, in fact, special interests, and that
no one group has any more claim to the rolelof defender of the public interest
than any other group.

Both the critics and the defenders of PACs make some valid points and
some which raise legitimate questions. Both sides claim to support the role
of interest groups in society while recognizing the need for some balance,
lest they become overly powerful. The critics believe that this balance has
already been upset by PACs, while defenders claim that PACs do not exert a
disproportionate influence. The question may be addressed to supporters as
to what level of PAC funding might cause them concern: if not the 20 percent
of House and Senate receipts in 1978 or the 26 percent in 1980, what level of
PAC spending as a proportion of candidate spending would signal too great a
role by interest groups?

PAC defenders are correct in their observation that, to some extent, what

is occuring is a transformation of the way in which business-oriented money is

155/  1bid., p. 156
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contributed. Because of the absence of complete, thorough disclosure requirements
prior to 1972, it is impossible to determine whether this accounts for most of
the PAC growth or 1is merely one factor among many.

It is also true that PACs are representative of modern-day pluralism,in
which a wide-range of interec™ groups compete to win friends and influence
policies. They are not a monolithic rorce. However, they constitute the
vehicles of organized interests, those persons and groups who are sufficiently
educated and involved in the system so as to have an impact on policies. The
concern expressed by critics may be based, in part, on the comparison of the
organized interest groups with those sectors of society unable or insufficiently
aware or motivated to be politically invoI;ed. At the root of this concern is
the question of whether equal access to government is possible for those sectors
of the population which are unable to raise large amounts of money; thus, PACs
are seen as furthering an imbalance in access to the policy-making process.

A further misgiving of critics, as will be discussed later, is the accumulation
of too much power ay particular industries or factors of society, which PACs
may play an important role in helping them acquire.

PAC defenders make a valid protest to the pejorative use of the term
"special interest.”™ What actually separates special interest group from t;.e
so-called public interest group is the primarily economic agenda or focus which
characterizes the former (corporations, unions, trade associations) and the
more 1ideological nature of the latter®s agenda or focus. What may explain the
pejorative co..notation given the term "special interests” is the perception

that their motivation is essentially greed, In contrast with the "nobler”

motivation of commitment to an ideology or set of non-economic principles.
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Finally, with regard to the principal threat which critics feel PACs
constitute, the perception of fragmented and paralyzed government may be both
fleeting and in the eyes of the beholder. |Interest groups were widely criticized
for the obstacles they placed in the path of a national energy policy during the
Carter administration; PAC money was seen by some as a root cause of the ability
of omnipotent interest groups to thwart the national interest. This can be
contrasted with the success encountered by the Reagan administration in winning
passage of its far-reaching tax and budget programs in the 97th Congress, this
despite the pressures from interest groups which had a strong stake in the outcome
and whose PACs had, by 1981, become an even more important component in the funding
of congressional campaigns than they were in the late 1970s. This suggests chac
if other segments of the power structure are performing their functions well, the
Influence of interest groups will be kept in check. Thus, what some perceived as
governmental paralysis just a few years ago may have had less to do with interest
group strength than with insufficient power wielded by other forces. Rather than
the stand-off some perceived earlier, the 1981 experience may have raised an
entirely different spectre- the disproportionate influence which some saw as
being successfully wielded by those interest groups which"stood to gain from

the outcome.

I1. PAC IMPACT ON THE POLITICAL PARTIES

One 1issue often raised by critics is that PACs have contributed to the
declining power of the political parties. The theory holds that by offering
new sources of financial and logistical support to candidates, while the
parties® ability to provide such support has lessened, the PACs have rendered

the parties increasingly impotent in performing their traditional role as agents
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of compromise and reconciliation. Party ties have become less important to
elected officials, who owe their victories less to parties than to interest
groups. The parties are thus less able to act as intermediaries between
interest group demands and public officials, contributing to the overloading
of the policy-making process and resulting in the fragmentation discussed above.
There 1is J reciprocal nature to this theory, in that PACs are seen as owing
their growth, in part, to weakened parties and that that growth, 1in turn, has
contributed to the further ero;ion of party strength.
i

Most scholars, however, appear to adopt the view that while "PACs are

getting stronger and the parties are getting weaker . . . the directions are

coincidental for the most part."™ 156/ Political scientist David Adamany asserts

The forces ravaging American parties were set in motion long
before the recent emergence of PACs. 157/

Adamany attributes party decline essentially to a "media-oriented middle-class
electorate™ having become more interested in issues and candidates and less
interested in parties. 158/ As his fellow political scientist, Austin Ranney,
noted, "anything that increases the role of TV in national campaigns diminishes
the role of the parties.” 159/ While television is widely viewed as one
contributor to weakening of party ties and, hence, power, such other development

as internal party reforms, a proliferation of primaries, and public financing

156/ Kayden, Xandra. Campaign Finance: The Impact on Parties and PACs.
In An Analysis of the Impact of the FECA, p. 97.

157/ Adamany, David. PACs and the Democratic Financing of Politics.
In Political Action Committees and Campaign Finance: Symposium, p. 593.

1587 1bid.
159/ Ranney, Austin. The Political Parties: Reform and Decline.

In Anthony King (ed.). The New American Political System. Washington,
American Enterprise Institute for Public Policy Research, 1978. p. 244.
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of Presidential election campaigns are often mentioned as other important
factors. 160/ It can be argued that these factors have had a direct role in
the growth of PACs, as well.
Frank Sorauf is another political scientist who tends to downplay the

role of PACs in the declining fortunes of the political parties. "At most,”
he says, "PACs have only nudged the parties “downward slide.”™ 161/ He views
PACs as a major partner in a new coalition of political forces in America, one
in which the parties are largely excluded. He nonetheless suggests one way 1in
which  PACs have likely worked to the detrimentof the interests of theparties.

The ability of PACs to raise increasing amounts of campaign

money supports legislative candidates in their reliance on

new campaign technology and expertise. Very simply, PAC

contributions help candidates retain the costly services of

opinion pollers, campaign consultants, and the media itself.

It is, in effect, possible to "rent"™ a political party surrogate,

but the price is dear. PAC money fosters the extension of

personalism in campaign politics and supports the freedom of

candidates from reliance on party organizations, resources,

and, even at times, the party label. 162/
The availability of the large amounts of moneynecessary to wage modern, media-
oriented campaigns is widely viewed as the principal strength of political action
committees, and to the extent that modern campaigns promote a candidate-oriented

system, the political parties may well suffer. |In this crucial respect, PACs

can be seen as indirectly contributing to party atrophy.

160/ Kayden, Campaign Finance: The Impact on Parties and PACs,
p. 97.

161/ Sorauf, Frank J. Political Parties and Political Action Committes:
Two Life Cycles. In Political Action Committees and Campaign Finance: Symposium,

p. 454.

162/ 1bid. p. 455.
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A final charge by PAC critics which pertains to political parties is that
PACs are drawing money away from the parties. There is support for this view
from former Republican National Committee Chairman Bill Brock who said that
PACs have the potential for drawing support from the party because of the
tendency of Republican businessmen who might normally be expected to contribute
to the party to say that they have "already given at the office.” 163/

Although PACs and parties may indeed be competing for money, we are reminded
that the principal appeal of the parties to candidates traditionally has been
their provision of nonfinancial resources. 164/ Adamany observes that parties
were not good providers of campaign money long before PACs became a growing force.

«

Parties have provided funds only inadequately, fitfully, and

unevenly in the whole of the post-war period. The continuing

decline of party financing is surely not due to the rise of

PACs, although the converse may be true. 165/
Thus, even if one sees PACs as attracting contributions which might otherwise
go to the parties, it is not clear that providing money to candidates is the
principal means by which parties induce loyalty among their candidates and
elected officials. It should also be noted that the FECA, despite criticism
that it has played a role in party decline, in fact encourages contributions
to political parties by imposing a $20,000 limit on individual contributions
to the national committees of the parties, in contrast with the $1,000 limit

on contributions to candidates and the $5,000 limit on contributions to

multicandidate committees.

163/ *“Kayden, Campaign Finance: The Impact on Parties and PACs, p. 86.

164/ Sorauf, Political Parties and Pulitical Action Committees: Two Life
Cycles, p. 451.

165/ Adamany, PACs and the Democratic Financing of Politics, p. 593-594.
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One additional observation may be appropriate with respect to the icsue of
political party decline. In line with other comments made in this report, all
such theories may be proven invalid if the Republican successes in the 1980
elections, combined with the early signs of party cohesion in the 97th Congress,

continue unabated. Party decline may suddenly be seen as being reversed.

I11. THE ROLE OF INDIVIDUALS IN THE POLITICAL PROCESS

Supporters of political gption committees claim that they perform a
beneficial function by promoting greater citizen involvement in the electoral
process. It is said that, rather than constituting amorphous "special interests,
PACs are made up of millions of people and that they are the one vehicle for
influencing the making of public polic"y open to those who do not have large
amounts of money to contribute. The opponents of PACs insist that individuals
are being crowded out of the campaign finance process by the organized interest
groups, operating through their PACs. They see the average citizen less likely
to contribute money both out of frustration over his Inability to compete with
large sums of money which PACs can spend and out of cynicism over the perceived
dominance of special interests over the policy-making process.

In the absence of comprehensive, reliable information on the internal
operations of PACs, it is difficult to draw conclusions about the accuracy of
the above assertions on the extent to which PACs promote greater involvement
in the political process. Nonetheless, there is some evidence that lends
support to that proposition. A 1980 post-election survey by the University of
Michigan®s Survey Research Center found that a higher percentage o individuals
polled claimed that they had contributed to a PAC than had contributed to

either a candidate or a political party. The question was asked:
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E12, Now what about political action groups such as groups

sponsored by a unionor a business, or issue groups like the m

National Rifle Association or the National Organization of

Women. Did you give money this election year to a political

action group or any other group that supported or opposed

particular candidates in the election?
The response was 6.7 percent 1i.i the affirmative and 92.5 percent in the negative.
This compared with 5.9 percent who reported contributing to a candidate for
elective office (at any level) and 3.6 percent who said they had contributed
directly to a political party. 166/

One caveat that should be. added to this data relates to the phrasing of
the question on PACs. The National Rifle Association and the National
Organization for Women are not political action committees, although the NRA
is the sponsor of a PAC. People who gave money to issue groups like NOW may
have thought they were giving to a PAC; clearly there was a misunderstanding
about the nature of the organization even on the part of those who wrote the
survey. Concerning groups like the NRA, there are people who give money to
the sponsoring organization who do not also give to their PAC. This may have
contributed to the higher percentage for PACs than for candidates or parties.
A second caveat regarding the Michigan data is that it is not possible to
determine to what extent those who gave to PACs and to candidates were largely
the same group of people. This data nonetheless provides an indication that
PACs are attracting a significant level of contributors.

There Is also some evidence, although here again data is limited, that

PACs get most of their money in small donations, thus implying a broad, democratic

base of support. One study shows that of all PACs in 1976 with receipts of more

166/ Center for Political Studies. Institute for Social Research.
Center for Political Studies. American National Election Study, 1980.
Traditional Time Series. Codebook.
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than $100,000, 87 percent of their receipts were from contributions of $100 or
less. As might be expected, this result was skewed by labor PACs, which got
96 percent of their money in donations of $100 or less; the percentage for
corporate PACs was 66 percent and for all other PACs, 82.5 percent. 167/

The average size of contributions to PACs is a much-disputed matter,
particularly regarding those to corporate PACs. One labor union study found
the average donation to a corporate PAC was $200; another study, this by the
business-orientad Public Affairs Council, found the figure for corporate

ot
PACs to be under $125. 168/ Clearly, there exists a tendency for proponents
of (business) PACs to maximize the appearance of small giving, whereas critics
of PACs may downplay any such evidence.

Regardless of the evidence showing large numbers of relatively small
contributions to PACs, critics contend that participation in many cases is
brought about as a result of perceived pressure by corporate managers. Despite
the prohibition on coercion under the FECA, reports persist that a subtle,
unstated pressure does exist, particularly within corporations. As the Wall
Street Journal wrote in a 1980 article:

Some middle and senior managers at the 900 or more
companies with the so-called PACs . . . are Increasingly
feeling pressured to cough up part of their paychecks to
support "our way of life,"” as one solicitation letter
puts it.

"1 know it isn"t mandatory to give,"” says an employee
of a Litton Industries unit. "But the word around the water
cooler is that if you don"t give or if you give less than

the amount expected based on your salary, you®re liable to
be called in for a pep talk from the divisional president.” 169/

167/ Adamany, PACs and the Democratic Financing of Politics, p. 590.

168/ Discussion. In Malbin, Parties, Interest Groups, and Campaign
Finance Laws, p. 226-227.

169/ Sansweet, Stephen J. Political-Action Units At Firms Are
Assailed by Some Over Tactics. Wall Street Journal, July 24, 1980: 1, 12.
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Critics point to comments like the one by Justin Dart, chairman of Dart
Industries, who said in 1978, regarding his practice of writing letters to
his executives soliciting don-tions to the company®s PAC, "If they don"t give,
they get a sell.™ 170/

Corporate PAC spokesmen insist that coercion is a rare occurrence, at
most, and that such charges really are indicative of attempts by business
adversaries to discredit them. For the most part, they contend that they are
"100% serious about avoiding pressure.” 171/ The following solicitation letter
from a corporation chairman is seen by business executive Clark MacGregor as
characteristic of the great lengths corporations go to avoid any sign of coercion:

I hope you will decide to take part in this program, but

there is absolutely no pressure on you to do so. Whether

or not you take part is up to you and will have no bearing

on your present position or Tuture with our company. There
will be neither rewards nor reprisals whatever your decision.
Should anyone even imply anything to the contrary, |1 ask

that you immediately bring this to my personal attention. 172/

Critics respond, with some justification, that employees may feel pressure,
regardless of what is actually said to them. As described by Common Cause senior
vice president Fred Wertheimer:

There™s 1implicit pressure in the system to begin with.

When you have people working their way up the ladder and

their boss asks for contributions to the PAC, many will

conclude that this an expected activity. 173/

Conversely, unspoken, subtle pressure Is the most difficult to prove.

170/ Ulman, Neil. Companies Organize Employees and Holders Into a
Political Force. Wall Street Journal, August 15, 1.978: 1, 18.

171/ Sansweet, Political-Action Units At Firms Are Assailed.

172/ MacGregor, Clark. Commentary. In Malbin, Parties, Interest
Groups, and Campaign Finance Laws, p. 207.

173/ Sansweet, Political-Action Units At Firms Are Assailed.
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Although the issue of perceived coercion may be too nebulous to enable
an objective finding on its existence, PAC defenders make a valid claim that
such practices are not unique to business and may extend to labor unions, as
well. In response to a 1979 suit by the International Association of Machinists
alleging coercion among corporate PACs in their fundraising, the corporations
asserted that that union®"s own practices exhibited the same patterns which they
saw as indicative of coercion by the corporations. 174/ A more neutral observer,
Edwin Epstein, maintains that, "upper-level business and labor officials still
face subtle peer pressures and psychological arm-twisting." 175/

A final issue with implications for the role of the individual in the

i
political process is the nationalization of campaign financing which is seen

as being fostered by PACs. "Because money 1is readily transferable,"” writes
David Adamany, "PACs nationalize funding sources. They collect ample treasuries
in small individual gifts from many locales, centralize those funds in the hands
of institutional officers, and then make large contributions in strategically
important races anywhere in the country.””176/ This trend toward nationalization
is increasingly discerned by observers as a major effect of the PAC phenomenon,
and it is a cause of some consternation among local politicians. Consider the
frustration voiced by one State party chairman over the "outside money™ coming
into his State:

Sixty percent of the money in the State is from outside the

State— on both sides. There ™ no eliminating the influence
of the special interest. Out-of-state special interest groups

174/ 1bid.
175/ Ibid.

176/ Adamany, PACs and the Democratic Financing of Politics, p. 596.
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are working as a coalition- not a conspiracy- just a oneness of
purpose and they"re looking for like-minded candidates. Thesel
conservative or liberal PACs can get together and in a small
State they can really make a dent in a campaign. Yet the guy
in the State who lives there can only contribute $1,000. 177/
As candidates receive greater shares of their funding from outside of their
jurisdictions, one link between the elected official and those he represents

may tend to disintegrate. Again, to quote Adamany:

These nationally centralized institutions thus compete with

local constituents, including those who supply political

resources, Tfor the attention of public officials. In this

competition, nationally centralized institutions are

increasingly at an advantage because the money they proffer

is readily convertible into technologies that are ever more

effective in modern campaigns. 178/

i
With increasing nationalization, the role of the individual will tend to become
overshadowed in the process.
In summary, there is reason to believe that PACs both promote and hinder

the role of the individual citizen in the political process. By offering a
new, 1issue-oriented vehicle through which to become involved, PACs appear to
be bringing more people into the process. Subtle pressure may play a role 1in
some of the PAC giving, but it is likely that this accounts for only a small
portion of the money donated. Furthermore, PAC supporters correctly note that
individual contributions still constitute the single largest component of

campaign receipts for congressional candidates, notwithstanding arguments about

individuals being crowded out of the process.

177/ Kayden, Campaign Finance: The Impact on Parties and PACs,
p. 96.

178/ Adamany, PACs and the Democratic Financing of Politics, p. 596.
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Based on interviews conducted with PAC managers, the Harvard study on the
FECA®"s 1impact concluded that the encouragement of political participation by
its membership is a major and sincerely-held goal of those who establish PACs.

There are two obvious objectives often cited by PACs: To see
candidates elected to office who represent their views . . . ;
and to encourage participation by their membership as part of
their civic responsibility. The latter objective should not
be underrated as a factor because it appears to be very much
in the mind of many of those interviewed. Education always
has been a major emphasis of labor®s, and many business PACs

are not run by people with either strong ideological viewn or

much political experience. 179/
*> *> kS

As one business executive putit, "Giving is a way of getting

citizens to participate, the PAC is a conduit. Our philosophical

premise is that financial support is as important as voting."

Labor leaders would say the same. ®hing. 180/

Two serious concerns are raised by PAC critics as they affect the

individual®s role. One, as discussed above, is the association of PACs with
the trend toward nationalization of campaign funding sources. This could serve
to diminish the importance of the average citizen in the electoral system. The
other is the disadvantage individual contributors face vis-a-vis PACs in that
while "private individuals may . . . have policy outcomes in mind when they make
contributions . . . these are rarely linked to an organized lobbying effort.””181/
If one views the process of influencing public policy as a two-step process
involving campaign contributions before the election and organized lobbying
efforts afterwards, the tendency of PACs to be linked with lobbying arms of

parent organizations implies potentially greater clout for a PAC than for an

individual 1in a given instance.

179/ Kayden, The Impact of the FECA on the Growth and Evolution of
Political Action Committees, p. 111.

180/ Ibid., p. 103.

181/ U.S. Congress, An Analysis of the Impact of the FECA, p. 5.
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1v. IMPACT OF PACs ON THE CONGRESS

Perhaps the most fundamental issues at stake in the debate over PACs concern
the effect PAC spending has had on the Congress, given the congressional role
as chief policy-making body in the United States and the concentration of PAC
resources in congressional elections. Those alarmed by PAC growth see the
ability of Congress to act decisively impeded by the pressures of the special
interests, which they feel are emboldened by their financial largesse. And they
express concern that PAC money, has created a climate wherein the interests of
the PAC receive special consideration, or are perceived by the public as such,
when the legislator decides his position oh a relevant vote. They are answered
by others who insist that PAC money follows issue positions, and not the other
way around, and that the competing pressures on Congress are an inherent part
of our governmental process. In addition, a third issue affecting Congress is
the extent to which PAC money helps to lock incumbents into office; this issue
causes concern among both defenders and critics of PACs. Each of these three

issues will be discussed iIn this section.

A. Paralysis of the Policy-Making Process

One of the fears most often voiced by PAC critics is that PACs aid the
interests they represent in gaining a stranglehold on the legislative process,
leaving each Member beholden to conflicting and unyielding pressures and making
compromise more difficult. This perspective was best characterized by
Representative David Obey in 1979, during his defense of the Obey-Railsback

amendment to limit PACs (to be discussed in the final chapter). After commenting
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on the decline of the political parties as mediating structures for competing
interests, Obey proceeded to mention the following other causes of the perceived
legislative paralysis:
When we add to that the pressure of single-issue groups
who want to judge this place and judge us individually only
on the basis of how we perform on their own single issue,
and to blazes with what we do on anything else, we have a
situation in which the ability of the House to perform is
at best marginal.
When you add to that the ability of all these groups to
now begin to inject large and ever increasing amounts of
dollars into each of our campaigns and into the campaigns
of our opponents, you have a prescription for making the
Federal Government one giant isometric exercise, because
you gradually freeze the wheels in this place because you
have such tremendous pressure being put on this place, it
is pulling this place apart on every single issue you can
name. We almost lose our ability to put together a majority . . . . 182/
As discussed in Section 1 of this chapter, the perception of governmental
paralysis may be just that- a perception; even to the extent that it is real,
it may be only a temporary condition. The defenders of PACs tend to see them
as merely the modern-day vehicles of America"s traditional pluralistic politics.
The discomfort they cause legislators is not only inherent in the system but
may produce desirable results, as well. By "keeping the heat"™ on legislators,
the interest groups serve to remind them of their role as representatives who
may ignore the wishes of the voters only at their own ultimate peril. The
complaints by some Members of undue pressure from PACs may be viewed by PAC
supporters as indicative of discomfort over being forced to confront controversial

issues which they would rather ignore. Thus, the perception of paralysis in the

Congress and the values associated with it are not easily reconciled.

182/ Obey, David. Federal Election Campaign Act of 1971 Amendments.
Remarks 1in the House. Congressional Record [daily ed.], v. 125, October 17,
1979: H9288.
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B. Linkage Between PAC Money and Legislative Votes

The debate over whether PAC money influences legislators®™ votes or whether
it merely rewards votes of sympathetic Members is the single most controversial
element of the entire PAC phenomenon. It is also the one which is most difficult
to evaluate objectively; neither perspective is right and neither is wrong. At
most, we can hope to understand the basic perspectives of the critics and the
defenders on this important issue.

The Harvard study on the. impact of the FECA declares:

. PAC money is interested money. While those who run

political action committees may not be successful in

accomplishing their legislative designs, it is clear that

they do have specific agendas for public laws. 183/
Concerning this observation, there appears to be no dispute. The point of
divergence lies in the perception by some but not others that, through PAC
contributions, interest groups gain sufficient leverage to influence legislative
votes that they might not otherwise have had and which gives them an unfair
advantage over those with less or no money to spend.

There can be discerned in the attitudes of PAC opponents a hierarchy or
spectrum of perceived obligation as it pertains tothis Issue. Anyor all of
these views are likely to be held by PAC critics. At one level, theymaypoint
to examples in which specific congressional votes appeared to have been overly
influenced by campaign contributi "ns from PACs. (Common Cause 1is perhaps the
most prominent advocate of this viewpoint, which it promotes through its many

studies attempting to correlate key votes or committee assignments with PAC

giving.) At the next level, the argument is advanced that a feeling of obligation

183/ U.S. Congress, An Analysis of the Impact of the FECA, p. 4-5.
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tends to be created by PAC contributions and, whether or not a legislator

alters his vote on a given matter as a result, he has been placed in an awkward
position. The next level of argument is that even if no quid pro quo relationship
is established, the cumulative effect of all the PAC money is to make it more
difficult for Members to place the national interest above some special interest.
Finally, even if the correlation between money and votes 1is ambiguous or non—
existent, the public perception of such a connection jeopardizes the appearance

of their representatives “objectivity and thus damages the credibility of the
entire Congress. In this case, the appearance of impropriety may be as damaging

as the reality.

i
What most concerns those who are skeptical of PAC power is the ability

of interest groups to join forces on particular issues, thus overwelming the
opposition. Representative Obey described this tendency as follows:

. the interests of PAC contibutors frequently coincide,
such as when an issue affects business as a whole or an
entire industry and all of the companies and labor unions
in that industry.

When that occurs, when a large number of groups which have
made substantial contributions to Members are all lobbying on
the same side of an issue, the pressure generated from those
aggregate contributions is enormous and warps the process. It
is if they had made a single, extremely large “contribution. 184/

Thus, while the aggregate spending of PACs is of concern largely because of
the general appearance of impropriety or influence peddling, the ability of
PACs to concentrate and target their resources causes concern over the actuality

of such practices.

184/ Obey, Federal Election Campaign Act of 1971 Amendments,
H9276.
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Defenders of PACs adopt the view that because interest groups are not
inherently evil or corrupt, neither are their contributions to candidates
inherently corrupting or sinister tocls. With the concept of access being a
fundamental element of representative democracy, there 1is nothing- alarming
about their seeking to maximize their access to their elected representatives.
While PAC supporters acknowledge that it is possible for a particular group to
gain undue influence over Members, it is a rare occurrence, given the diversity
of interests competing with one another and the disclosure laws which serve
as a restraint against unseemly practices. These two factors are seen as

sufficient to protect the public interest against the accumulation of too much

power by any one group or sector.

PAC proponents assert that PAC contributions are generally given to
candidates who are basically sympathetic with t at group®s philosophy; therefore,
it is logical for a high correlation to exist between PAC giving and Members”

votes. Representative Mendel Davis explained this pattern in his floor statement

opposing the Obey-Railsback Amendment:

I think maybe we get contributions because of the way we
vote, maybe for free enterprise, maybe because we are
pro-labor, or maybe because we address specific issues.
But to say that just because we have taken money, we are
casting votes in the interest of that money, 1 think, 1is
unsound. 185/

Thus, the money is seen primarily as an effect of Members®" 1issue positions

rather than as a cause of them.

185/ Davis, Mendel. Federal Election Campaign Act of 1971 Amendments.
In Remarks to the House. Congressional Record [daily ed.], v. 125, October 17,

1979: H9300.
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PAC defenders view campaign contributions as only one of many tools used by
interest groups in their efforts to influence public policy. As Michael Malbin
observes:

Just as members do not depend on any one set of groups for

significant portions of their campaign funds, neither do

the most successful groups rely on contributions as the

basis of anything more than a small part of their overall

lobbying strategies. 186/
The factors which determine a Member®s vote on a given Issue are too complex to
be systematically prioritized by observers. Hence, those who are supportive of
PACs claim that campaign donaf}ons play no greater role in a Member®s vote than
do newspaper editorials, organized lobbying, constituent mail, or a host of other

«

factors.

Critics often charge that PAC contributions constitute investments 1in
prospective Members of Congress. This appears to be an accurate observation,
leaving aside the question e* whether the investment should be viewed in a cynical
or benign manner. At the very least, PACs hope to gain access to Members, to
help ensure a fair hearing of their concerns. Beyond that, the strategies of the
various PACs diverge, with some emphasizing the need to reward proven friends and

to keep them in office and others embarking on a so-called "risk-taking” policy

in order to elect new friends to Congress.

C. PACs as Protectors of Incumbents

i
As was demonstrated in Chapter Three, PACs have a strong bias toward incumbents,

and this bias has increased since 1972. In 1980, two-thirds of PAC money was

contributed to incumbent House and Senate Members. Among the categories of PACs

186/ Malbin, Of Mountains and Molehills, p. 177.



CRS-171

in 1980, labor PACs gave 74 percent of their money to incumbents, trade/membership/
health groups 66 percent, and corporate PACs 58 percent; only the non-connected
PACs gave most of their money to non-incumbents. Furthermore, incumbents have
received an increasingly larger share of their funds from PACs, rising from 17
percent of House receipts in 1972 to 34 percent in 1980; this level far exceeded
that for challengers and open-oeat contenders. Many observers, critics and
defenders of PACs alike, find the incumbency bias disturbing, although their
reasons vary.

PAC critics tend to see the support for incumbents as confirmation of their
theory that PACs seek to buy influence and that, by giving to incumbents- who
generally do not need as much money as theii opponents to wage a credible
campaign- they are maximizing their chances to win that access. Many PAC
supporters ravor a more aggressive strategy for PACs, urging them to back
candidates more on the basis of issue compatability than on the safer course
of contributing to those most likely to win- the incumbents, at least in the
case of House candidates; by giving up the cautious, passive approach, PACs
would risk alienating incumbents in favor of winning potentially stronger
friends among their challengers. This advice is particularly directed at
corporate and trade PACs which are seen as too willing to support Democratic
incumbents than to support their philosophical interests by backing their
Republican challengers.

Regardless of one"s general attitudes about PACs, there is the concern
that the competitiveness of our elections is diminished by the perceived
enormous advantages incumbents have over their opponents. When PAC financial

support is added to an incumbent®s perquisites of office and higher visibility
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(as compared with non-incumbents), the challenger, generally underfinanced to
begin with, may be overwhelmed by his incumbent opponent and, thus, be unable

to compete effectively.

Two factors may mitigate the perceived PAC bias toward incumbents. First,
insofar as corporate PACs-— the most numerous and fastest growing- are concerned,
the distribution of funds to incumbents declined sharply in 1976 and again in 1978.
Second, Malbin asserts that, if one factors in the variables of competitiveness
of a congressional election and number of candidates in a given category, the
apparent disproportionate share of PAC money distributed to incumbents is

diminished. He explains:
1

since most challengers have little realistic chance
of winning against most House incumbents in any given year,
and since most people are reluctaat to "waste"™ money on a
candidate who has no chance of winning, it distorts the
picture to talk about the receipts of all incumbents versus
all challengers. A much clearer picture can be obtained by
controlling for both party and competitiveness. Second,
percentage of candidates in a given category: it should be
obvious that if safe incumbents represent about 40 percent
of all House general election candidates (as they do) and
if they receive about 40 percent of all nonparty PAC
contributions to general election candidates (as they do),
one cannot use the 40 percent contribution figure to claim
that PACs favor safe incumbents disproportionately. 187/

Although Malbin®s figures do lessen the appearance of incumbency bias, one
finds in other of his data that competitive incumbents received 23 percent of
PAC money compared with only 13 percent that went to competitive challengers. 188/

Once again, there is evidence of the PAC bias in favor of incumbents.

187/ Ibid., p. 157.

188/ Ibid., p. 160-161.
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V. THE BUSIRESS-LABOR BALANCE OF POWER

The 1issue of how the PAC phenomenon has affected the strategic positions
in society of the business and [labor sectors is one that is raised repeatedly.
The perception of how each has either benefitted or suffered has a bearing on
how many people generally feel about PACs; it might be argued that, whether
spoken or not, it is at the heart of the entire PAC debate.

At the outset of this discussion, it should be noted that the concern over
the balance of power between husiness and labor presupposes that that split
reflects the pivotal focus of power relationships in the U.S. As demonstrated
in recent years in such 1 sues as defense spending, trade policy, environmental
regulation, maritime legislation, trucking legislation, and nuclear power, the
convergence of business and labor policy positions may call into question the
relevance of that configuration to today"s politics. 189/ Because so much of
the PAC debate has been influenced by the business versus labor contest, however,
it does warrant exploration here, bearing in mind that other perspectives may
ultimately prove to be of greater utility.

While labor PACs once dominated the field, since 1974 they have been greatly
and increasingly overshadowed by corporate, trade, and other PACs; one-third
of all PACs in 1974 were sponsored by labor unions, but, by 1981, labor only
constituted one-ninth of all PACs. In contrast, corporate PACs grew in number
from only 89 in 1974 to 1,327 in 1981 and today make up almost one-half of all
PACs 1in existence. Furthermore, labor PAC contributions to congressional
candidates accounted for one-half of all such contributions in 1974 but only

one-fourth in 1980. Corporate PAC contributions, which nearly equaled labor

189/ \Wertheimer, Fred. Commentary. In Malbin, Parties, Interest
Groups and Campaign Finance Laws, p. 199-200.
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giving in 1978, surpassed labor®"s aggregate contributions by 50 percent in 1980.
More than one-third of all PAC contributions in 1980 came from the corporate
sector.

While these data depict a rather bleak picture for labor vis-a-vis Iits
traditional corporate rival (and not without justification), there are other
factors which work to labor®s advantage. Their adversaries in the corporate
community are quick to point out the large sums of money expended by labor on
internal communications and other political activities; these expenditures are
seen as keeping labor in a more competitive position than the aggregate data
reflects. -

The estimation by spokesmen for the business and labor sectors of each
other®s strengths can be seen as part of the propaganda battle which ensues
between them. As observed by the Harvard study on the FECA"s impact:

Each side assumes the other has more power, more influence,

and each side sees itself as appealing to positive values

such as the civic pride that comes from participation. 190/

It is possible and desirable to astess some of the strengths and weaknesses
of business and labor as it affects their respective abilities to influence
electoral politics.

Clearly, the most impressive advantage possessed by the business sector
is reflected in the numbers of its PACs and the potential for even greater
proliferation in the future. As observed by Edwin Epstein:

The figures suggest that whereas growth opportunities are
limited on the labor side, the potential for corporate and

190/ Kayden, The Impact of the FECA on the Growth and Evolution
of Political Action Committees, p. 103.
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other business PAC formation and expansion is virtually

unlimited. 191/
One labor official estimated that there were more than 4 million businesses
in the U.S. (with 186,547 employing more than 50 people), as compared with 60,C00
local unions. 192/ Furthermore, only 20 percent of the 3,700 corporations with
asset3 over $100 million had set up PACs by 1978, and only 3.4 percent of the
23,800 with assets between $10 and $100 million had PACs that year; these data
point to ample room for further proliferation. 193/ Because of the growth in
numbers, corporate PAC giving in the aggregate has increased at an impressive
rate, more than doubling its contributions to congressional candidates in 1980
over its 1978 level, thus ranking first among all PAC categories. As corporate
PACs grow 1in number, their ability to spend will increase accordingly.

The business advantage in overall spending capability is greatly increased
if one views the trade/membership/health PACs largely in the context of the
business sector. There 1is considerable agreement that most of these groups
do, in fact, exhibit an essentially pro-business orientation. As noted in the
first section of Chapter Three, Epstein makes the conservative estimate that one-
half of the PACs in the FEC"s trade/membership/health category can be considered
representative of the business community. Thus, adding the dollar figures for

this category to those in the corporate grouping shows organized labor increasingly

191/ Epstein, Business and Labor Under the Federal Election Campaign Act
of 1971, p. 138.

192/ Jessup, David. Can Political Influence Be Democratized? A Labor
Perspective. In Malbin, Parties, Interest Groups, and Campaign Finance Laws,
p. 32.

193/ Tumin, Jonathan. How to Bury Liberals. The New Republic, v. 182,

May 24, 1980: 14.
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overwhelmed by the business sector in its ability to give to candidates. -Along
these lines, the Harvard study observed:

If one excludes, for the purpose of this discussion, membership

associations, and considers only those trade associations with

corporate members, it seems clear that business has increased

its arsenal by doubling the number of avenues through which it

can participate. It is not unlikely, for instance, for a trade

association PAC to support a candidate, for the corporations

which belong to the association to contribute, and for the

executives who work in the corporation to make donations on

their own behalf. 194/

The same study, however, reported the contention of trade association executives
that there is a difference between representing an industry and representing

a corporation; they note that trade groups often ally themselves with labor

cn policy matters. 195/ Howone views the general policy orientation of the
trade PACs is a determining factor in one & perception of the magnitude of
business®™ spending advantage over labor.

Labor PACs, although fewer in number than their corporate counterparts, are
generally larger in size and tend to make larger individual contributions. The
lists of the largest PAC contributors presented in Chapter Three revealed that
between 10 and 12 of the top 20 were labor PACs in every election since 1972.
(This, of course, contrasted with labor®s dwindling position among the largest
PAC spenders in those elections.) And, despite the fact that corporate PACs
outnumbered labor PACs by 4 to 1 in 1980, their aggregate contributions to

congressional candidates were only 50 percent higher than labors®. That labor

contributions comprised as much as one-fourth of all PAC giving in 1980, in

194/ Kayden, The Impact of the FECA on the Growth and Evolution of
Political Action Committees, p. 104.

195/ Ibid.
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the face of other indications of waning strength, bore testimony to organized
labor®s still considerable political and financial skills.

IT corporations have the numbers in terms of their PACs, labor has the
numbers in terms its membership base- one-fourth of the Nation®s work force.
It is this base to which the unions direct their ostensibly non-partisan voter
registration and get-out-the-vote drives, which, 1in accordance with the FECA
[2 U.S.C. 441b(2)(B)], may be conducted with general treasury funds (corporations
have the same rights in this area). By targeting these appeals to individuals
whose presumed political philosophies are in concert with those of organized
labor, the unions have a potentially important vehicle for political impact.

Beyond the non-partisan drives are the internal communications which, under
the FECA [2 U.S.C. 441b(2)(A)], are allowed between unions and their members
and families and between corporations and their stockholders and executives
and families. These communications may be political and partisan in nature,
and their costs are paid out of the general treasuries of the unions and
corporations. For the unions, with their enormous membership, these partisan
communications represent an invaluable tool, comprising such tactics as mailings,
phone banks, door-to-door canvassing, leaflets at factories, and rallies. In
the words of AFL-CIO COPE"s David Jessup:

Labor leaders are justifiably proud of this effort and do not

demur when columnists or conservative journalists exaggerate

its cost. Labor"s strength does indeed rest with its membership

communications. 196/

The combined value of the registration and get-out-the-vote drives, the

partisan communications to the membership, and other goods and services provided

to campaigns by unions is potentially enormous. (None of these expenditures

196/ Jessup, Can Political Influence Be Democratized?, p. 32.
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is subject to contribution limits, although internal communication costs above
$2,000 must be reported to the FEC.) Malbin estimated that organized labor
spent $11 million on such activities on behalf of the Carter-Mondale ticket

in 1976, one-half of the amount Carter was given in Federal funds with which

to run his entire campaign. 197/ The cost of these activities by labor in 1978
was estimated by Epstein at nearly $20 million. 198/ While labor may justifiably
point to the business sector™s organizational network and its numerous journals
and in-house publications with.which it can disseminate partisan, political
information, there is little reason to believe that the business community is
nearly as adept or successful as labor in u6ing such methods. 199/ Internal
communications are perhaps the most important single device labor has to keep
itself politically competitive with business.

Although labor has the membership base, it clearly needs it even more as
labor®s political spending is increasingly overshadowed by that of the business
sector. And while union members are seen as operating in an environment that
has traditionally been conducive to political activity (by themselves and their
families), corporations have a potential elite pool of better educated individuals
who might bring to bear even greater political skills if they chose to become
involved. 200/ If one sees money as business®™ principal political capital and

the membership base as labor®s, the greater momentum may lie at the present with

197/ Malbin, Michael J. Labor, Business and Money-— A Post-Election
Analysis. National Journal, v. 9, March 19, 1977: 412.

198/ Epstein, Business and Labor Under the Federal Election Campaign Act
of 1971, p. 125.

199/ Jessup, Can Political Influence Be Democratized?, p. 32.

200/ Kayden, The Impact of the FECA on the Growth and Evolution of Political
Action Committees, p. 103, 109.
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business; the trend toward more corporate giving is clearer at this point -than

toward increasing cohesion in labor®s membership base.

VI* PACs AND POLITICAL ACCOUNTABILITY

Indications that PACs are increasingly engaging in campaign activities
independently of either candidates or parties have resulted in charges that
PACs are serving to weaken the accountability deemed necessary in the political
system. As used herein, "accountability” relates to the process under which
candidates assume responsibility for the campaigns waged in their behalf and
by which the candidates must answer to the voters on election day for those
campaigns and tactics. Although independent expenditures may be made by
individuals and groups, as well as political committees and PACs, it is the
PACs that have used them most heavily and in a highly visible manner. \s such,
the terms "political action committee™ and "independent expenditure™ have become
linked in the eyes of many.

The FECA [2 U.S.C. 431 (17)] defines "independent expenditure" as:

an expenditure by a person expressly advocating the election

or defeat of a clearly identified candidate which is made without

cooperation or consultation with any candidate, or any authorized

committee or agency of such candidate, and which is not made 1in

concert with, or at the request or suggestion of, any candidate,

or any authorized committee or agent of such candidate.

In contrast with contributions from individuals or groups directly to candidates,
independent expenditures may not be limited by law; this was a major component
of the Supreme Court®"s ruling in Buckley v. Valeo, 424 U.S. 1 (1976). Not being

subject to limitations, they constitute a major loophole for those wishing to

influence elections beyond the scope allowed them under the FECA.
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Some S2 million was spent independently in 1976 and $317,455 in 1978. 201/
In 1980, the level of independent expenditures jumped dramatically- $16.1
million. 202/ Of particular relevance here is that some $14 million was spent
independently by PACs, representing 12 percent of all PAC spending in 1980 and
equaling about one-fourth of the amount PACs contributed to all Federal
candidates. 203/ The vast majority of these independent expenditures were made
by New Right, non-connected PACs, although 1980 also saw some prominent trade
PACs, such as the AMA"s PAC and the Realtors PAC, enter the field. In 1981,
several new liberal PACs, sucH.as PRO-PAC and Democrats for the 80"s, became
involved in independent expenditures, as well, 1in order to counteract the same
tactics being used by NCPAC. *

The controversy over independent expenditures was brought to focus around
advertisements which the National Conservative Political Action Committee (NCPAC)
ran against several incumbent Democratic Senators. These ads were considered
by many observers to be inflamatorv and their accuracy was challenged in some
cases. Although they were intended to benefit the campaigns of the incumbent
Senators®™ opponents, there was disagreement within the campaign organizations
of those opDonents whether or not such ads would prove beneficial; some candidates
requested that NCPAC discontinue its advertisements, fearing a backlash effect

among voters. In fact, there remains doubt over the effectiveness of the

201/ U.S. Federal Election Commission. FEC Releases Information
on Independent Expenditures (press release): October 9, 1980.

202/ U.S. Federal Election Commission. FEC Study Shows Independent
Expenditures Top $16 Million (press release): Nov. 29, 1981.

203/ U.S. Federal Election Commission. FEC Releases Final Summary
Data on PAC Riving (press release): August 4, 1981.
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advertisements; NCPAC, pointing to the victories of many of the incumbents™*
opponents, insists that their use has been vindicated.

The NCPAC ads and those of some other groups resulted in editorials and,
ultimately, comments from leaders of both political parties decrying the trend
toward independent expenditures, mainly . the ground that they involve spending
by individuals and groups which are not accountable to the electorate and which
may not accurately reflect candidates®™ views. Even the new Republican National
Chairman, whose party®"s candidates have been the intended beneficiaries of most
of the independent irv.\_uitures thus far, has declared about the independent
spending PACs: "They create all kinds of mi3chief. They"re not responsible to
anyone." 204/

As discussed in Chapter Three, independent expenditures represent a logical
political tool for non-connected PACs, which, usually not being linked to
organized lobbying efforts, may be less interested in gaining access on Capitol
Hill (and less concerned about alienating Members) than in changing the
philosophical make-up of the Congress as a whol”. Non-connected PACs and
independent expenditures may understandably cause concern among those who
place a high value on a responsible, accountable political system. Both
represent legitimate and constitutionally-protected activities, and it can
be argued that they promote expression of diverse and hitherto ignored viewpoints
in Washington; some would suggest that, if they serve to disrupt the established
political forces and power structure, they are performing a beneficial function.
In any case, "given the perceived successes of the independent expenditures

by PACs in 1980, they are likely to continue into the forseeable future. It

204/ Cannon, Lou. GOP Chief Decries the Independent Efforts To
Target Democrats on "Single Issues.”™ Washington Post, April 28, 1981: A3.



CRS-182

is possible that the experiences of the AMA and the Realtors will help popularize
this device among those PACs which are sponsored by other organizations, providing
further evidence as to whether independent expenditures are inherently destructive

of political accountability. 205/

VIl. THE LEVEL OF MONEY IN POLITICS

A final issue is one that perhaps underlies the entire PAC controversy.
Elections have become increasingly expensive, with an estimated $1 billion
spent on elections at all levels combined in the United States in 1980, double

«
the amount spent four years earlier. 206/ The costs of elections have, Iin
fact, risen faster than the rate of inflation, with the costs of such campaign-
related activities as media advertising, direct-mail fundraising, and air
travel contributing heavily to the sharp increases. 207/ The cost of running
for elective office has thus become increasingly expensive.

The large amounts of money being spent on campaigns have caused concern
essentially over the fear that it is distorting our democratic system by making
the possession of and/or access to large sums of money a pre-requisite for

running for public office. As stated earlier, this fear is tied to the larger

concern that the ever-increasing sums of money needed for election campaigns

205/ For a more thorough discussion of the independent expenditure issue,
see: U.S. Library of Congress. Congressional Research Service. The Evolution
of and Issues Surrounding Independent Expenditures in Election Campaigns
[prepared by" Joseph E. Cantor]. September 23, 1980. 45 p.

206/ Election Tab: A Billion Dollars, and Rising. U.S. News & World
Report, v. 89, December 15, 1980: 32.

207/ Clymer, Adam. Inflation and a Limit on Contributions Strain
Presidential Hopefuls®™ Budget. New York Times, February 4, 1981: Al4.
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may be, in effect, curtailing the access to L"-e process by large sectors of the
electorate. By raising large amounts of political money, PACs are viewed as
the new leader in the trend toward more expensive elections. The skepticism
which many perceive among the electorate over the large amounts of money spent
in elections is seen as proof, in and of itself, of money"s corrosive effect
on politics.

The cynical view of money in politics and the high costs of campaigning
were disputed by the Harvard study, which concluded that:

there 1is nothing intrinsically wrong with campaign contributions

and expenditures. Adequate campaign funds are essential to

competitive congressional elections. The essence of an election

campaign is to provide voters with a choice among alternative

candidates. This process requires the communication to voters of

some minimum quantity of information about the contestants. In

contemporary America, providing that information to the voters
costs substantial amounts of money.

Every study based on the information available since 1972
has shown that most campaigns have too little, not too much
money. 208/
The view which appears to prevail today is that the high cost of campaigns

is perhaps unfortunate but that it is not disproportionate to the costs of

other goods and services available today.

208/ U.S. Congress, An Analysis of the Impact of the FECA, p. 1.
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CONGRESS®™ RESPONSE TO PACs AND THE PROGNOSIS FOR THE FUTURE

In view of the rapid growth and proliferation of PACs inrecent years,
a number of suggestions for curbing PACs have been cade, bothin and out of
Congress. This chapter will discuss recent legislative initiatives in the
area and will analyze some of the current proposals for curtailing the role
of PACs. Part 1 describes bills introduced ﬂn the 95th through 97th Congresses,
with a focus on the 96th Congress®™ Obey-Railsback amendment. Part Il offers
an evaluation of the major PAC-related proposals currently under discussion
in Congress, the media, and the political and academic communities. Finally,
Part 11l will conclude with a brief discussion and some observationsregarding

scenarios for the future of PACs.

I. LEGISLATION TO LIMIT PACs IN THE 95TH THROUGH 97TH CONGRESSES

A. 95th Congress Legislation

Six bills in the 95th Congress proposed various forms of PAC limitation
measures. An outright ban on PAC contributions was proposed in H.R» 6132,
introduced by Representative John Erlenborn on April 6, 1977; identical bills
were later introduced: H.R. 7005 on May 9, 1977, by Representatives Erlenborn,
M. Caldwell Butler, James Collins, John Duncan, Millicent Fenwick, Tom Hagedorn,
William Ketchum, Albert Quie, and C.W. Bill Young; and H.R. 7585 on June 2,
1977, by Representative Richard Schulze. These bills banned contributions by

nonparty political committees to any Federal candidate or any other political
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committee, except to official party committees; they also imposed a $5,000
limit on what a national, State, or local party committee could give to a
Federal candidate.

A ban on PAC contributions was also proposed in two bills introduced by
Representative James A.S. Leach: H.R. 7966 on June 22, 1977, and H.R. 8092 on
June 29, 1977. In addition to proposing public funding of congressional elections,
Leach®s bills prohibited all contributions by nonparty political committees and
limited congressional candidates to accepting only contributions from party
committees and from individuals residing in a candidate"s own district (State),
the latter in amounts of $500 or less. In restricting contributions to within
a candidate®s State or district, Leach was apparently influenced by the argument
(discussed in Chapter Four) that campaign funding sources have become increasingly
nationalized, with potential damage to the ties between a Member and his
constituents.

Whereas none of the above measures received any action in the 95th Congress,
a bill reducing the limit on PAC contributions made it through the committee
stage in the second session of that Congress. H.R. 11315, introduced by
Representative Frank Thompson on March 6, 1978, was reported from the House
Administration Committee on March 16, 1978, bj a vote of 16-9. 209/ Although
it largely consisted of noncontroversial amendments to the FECA, the bill

became embroiled in a highly partisan controversy over the inclusion of provisions

209/ UZ. Congress. House of Representatives. Committee on House
administration. Federal Election Campaign Act Amendments of 1978; report
together with minority, supplemental, and additional views to accompany
H.R. 13315, 95th Cong., 2nd Sess. Washington, U.S. Govt. Print. Off.,
1978. 123 p. (95th Congress, 2nd Session. House. Report no. 95-982)
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reducing the amcunts which party and nonparty committees could contribute. 210/
Specifically with regard to the latter, the bill, as reported, reduced from
$5,000 to $2,500 the amount which nonparty multicandidate committees could
give to either Federal candidates or to other political committees. Furthermore,
it reduced from $15,000 to $10,000 the amount such committees could give to
the national committees of political parties.” An attempt to delete these
provisions failed by a 9-13 vote within the Committee. 211/ The bill also
included a provision to tighten the prerequisites for multicandidate status
by a political committee, adding the additional requirement that contributions
in amounts of at least $500 be given to five Federal candidates (the introduction
of the dollar amounts intended to "curb the creation if bogus PACs designed
to aid only one candidate"). 212/

By the time the Committee®s bill reached the House floor, the controversy
surrounding it had been heightened by the announced intentions of supporters
to offer an amendment to institute public funding of congressional elections.
Thus, the focus of debate was on the open rule for consideration of H.R. 11315,
which had been reported bv the Rules Committee. In a brief but heated debate
on March 21, 1978, the House rejected the open rule- H. Res. 1093- by a vote
of 198-209. 213/ This killed not only the prospects for public financing

but the bill itself, with its PAC and party limitation provisions.

210/ Public Financing, Campaign Spending Bills. Congressional Quarterly
Almanac, 1978. Washington, Congressional Quarterly, Inc., 1979. v. 34, p. 769-
773.

211/ 1bid., p. 771.
212/ 1bid.

213/ Providing for Consideration of H.R. 11315, Federal Election Campaign
Act Amendments of 1978. Debate and Vote in the House. Congressional Record
[daily ed.] v. 124, Mar. 21, 1978: H2269.
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3. 96th Congress Legislation

Five bills were introduced in the 96th Congress which sought to limit the
opportunities for influence by political action committees. Two of these proposed
a flat prohibition on PAC contributions to Federal candidates. S. 714, introduced
by Senator Adlai Stevenson on March 21, 1979, banned contributions to Federal
candidates by any political committee which received donations from at least
50 individuals and which was not a candidate®s authorized committee; this would
have applied to all multicandidate PACs and those PACs which had as many as
50 contributors but did not meet the other criteria for multicandidate status.

An interesting feature of this bill was its explicit declaration of purpose,
one which can be be viewed as the motivating force behind most of the PAC
limitation bills:

Sec. 2. The Congress finds and declares that-

(a) the proliferation of multicandidate political committees
has resulted in a massive increase in the amount and proportion of
funds contributed by such entities to candidates for election to
Federal offices;

(b) such contributions create at least the appearance of
disproportionate influence stemming from the dependence of
candidates upon large campaign contributions from entities with
special interests;

(c) it is inappropriate for such artificial legal entities,
which are not permitted to vote for candidates for Federal office,
to make political contributions to, or for the use of, such
candidates; and

(d) it is an appropriate exercise of the authority of the
Congress to eliminate the reality or appearance of improper
influence upon its decisions by limiting the privilege of making
contributions to candidates for election to Federal office to
individuals generally.

H.R. 5081, introduced by Representatives Erlenborn and Thomas Railsback on

August 2, 1979, was identical to the Erlenborn bills in the 95th Congress
(prohibiting contributions by nonparty political committees to Federal candidates
and other political committees, while allowing them to contribute to official

party committees).
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Three bill3 in the 96th Congress sought to curtail PACs by lowering the
limit on how much they could contribute to Federal candidates, rather than
prohibiting such contributions entirely. H.R. 4768, introduced by Representative
Joseph Minish on July 12, 1979, proposed a lowering of the contribution limit
for multicandidate committees from $5,000"to $1,000- thus placing them on the
same level as other political committees (such as non-multicandidate PACs) and
individuals. (Of course, individuals would have the additionalrestraint of
the overall $25,000 limit on all political contributions.)

On August 3, 1979, Senators Edward Kennedy, Robert Stafford, and Paul
Tsongas introduced S. 1700, which lowered the limit on multicandidate committee
contributions only to Senate candidates (leaving a decision regarding House
candidates to that body). The bill placed a $5,000 aggregate limit on PAC
contributions to a candidate in both a general and primary election (or special
and primary election), 1in contrast with the existing $5,000 limitation per
election. It allowed a higher limit- $7,500- for candidates involved in a
runoff election, as well, while specifying that no more than$5,500 could be
contributed in one phase of the election cycle.

The only PAC-related bill to be acted upon during the 96th Congress was
H.R. 4970, the Campaign Contribution Reform Act of 1979, which passed the House
in amendment-form but was not acted upon by the Senate. The Obey-Railsback
bill, as it came to be known, was the principal focus in the -96th Congress of
those seeking to curtail the influence of PACs. It has remained the hallmark
of such efforts to date, and it has set the tone for the debate over PACs which
has ensued.

H.R. 4970 was introduced on July.26, 1979, by Representatives Railsbhack
and David Obey and co-sponsored by more than 120 other House Members. In its

initial form, it proposed lowering the limit on nonparty, multicandidate committee
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contributions to any candidate from $5,000 per election to $5,000 overall;"
the $5,000 would apply to primary and general elections, but would be raised
to $7,500 if a candidate was involved in a runoff, as well ($5,000 wap the
most that could be given in any one election, however). The second major feature
was an aggregate limit of $50,000 on the amount a House candidate could accept
from all PACs in an election cycle. Finally, the bill imposed a 30-day limit
on the extension of credit (of more than $1,000) to House candidates by campaign
consultants and other political.vendors; this was aimed at curtailing the
influence of media and direct-mail specialists.

On October 17, 1979, the bill was offered as an amendment to S. 832,
the authorization for the Federal Election Commission (already passed by the
Senate). 214/ An amendment was offered to this amendment which was designed
to improve its chances for passage by the House. It raised the proposed limit
from $5,000 to $6,000 (retaining the $5,000 per election limit) and raised
the limit on elections involving a runoff from $7,500 to $9,000. It also raised
the aggregate limit on all PAC contributions from $50,000 to $70,000, and
to $85,000 when the candidate faces a runoff election. Finally, it declared
that all contributions delivered by a PAC to a candidate, including earmarked
donations, would be counted against the PACs contribution limit; this was
intended to prevent evasion of the contribution limit. This amendment to the
amendment had the support of the sponsors of Obey-Railsback, and it was adopted

by voice vote. 215/

214/ Federal Election Campaign Act of 1971 Amendments. Debate and
Vote in the House. Congressional Record [daily ed.] v. 125, Oct. 17,
1979: H9287-9288.

215/ Ibid., p. H9295.
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Before proceeding to the final passage of the Obey-Railsback amendment,
several additional amendments were attached to it, including: a ban on the
extension of credit to candidates by direct-mail firms, raising from 30 to
60 days the proposed limit on credit extension by campaign consultants, and
a $35,000 limit on the amount of campaign contributions a House candidate
could use to repay his own loans to his campaign. In its final form, the
Obey-Railsback Amendment included these provisions, plus the $6,000 limit
on PAC contributions ($9,000 with runoff) and the $70,000 aggregate limit
on PAC contributions ($85,000 in cases of runoff elections).

The debate over Obey-Railsback essentially involved the issues discussed
in Chapter Four, although there was a qualitative difference in the thrust of
arguments among supporters than among opponents of the amendment. Opponents
largely centered their arguments on what they saw as the harmful consequences
of specific features of the bill and appeared less inclined to address the
overriding contention of the amendment®s supporters that the relation between
interest group money and politics was having a corrosive effect on the political
system. In contrast, supporters based their positions primarily on that

|
underlying issue and spent less of their time rebutting the specific flaws
raised by amendment opponents. This difference in tone is exemplified in the
excerpted floor statements of Representative Leach (in support) and Representative
Bill Frenzel (in opposition). Leach focused on the damage to the system which
he saw resulting from too much PAC money:
The most effective way for a candidate to achieve support

in a bid for legislative office is to isolate every identifiable

group— especially moneyed groups— and announce support for the

group®"s vested interest. Unfortunately, going along with the

most powerful interest groups inevitably leads either to the

proliferation of Federal programs or to the weakening of the

tax structure. Fiscal balance and equitability are impossible

to maintain after lawmakers, that is, the successful candidates,
have committed themselves in advance to support specific tax
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advantages or Government programs favoring those having made
generous campaign contributions. America may be a society of
individuals, but power groupings— not individuals- are represented
in legislative bodies where money is a key determinant of election
outcomes.

A government of the people, by the people, and for the people
cannot be a government where influence is purchasable through large,
private campaign contributions. The subordination of individual
rights to indiscriminate moneyed influence 1is the subordination of
representative democracy to institutional oligarchy. 216/

Opponents took issue with the premise that support for particular positions

followed financial contributions and that we have arrived at a point where
.

interest group money is indeed dominating the process. Frenzel addressed his

remarks to the harm he saw resulting from the passage of the amendment, with
i
the underlying assertion that supporters were motivated by a desire to keep

the political balance tilted toward their own philosophies and interests.

Here is what the sponsors are trying to hide:

First. This 1is an incumbent protection bill. All the
sophistry in the world cannot hide that fact. Sure, incumbents
receive more but they do not need it. They already have the
recognition challengers cannot live without. With limits on
contributions set at a time when campaigns cost one-third as
much as today, challengers cannot make a viable campaign without
PACs.

The reason incumbents have waited this long to smash PACs
down is because only now are they beginning to favor challengers.
This incumbents® protection bill is a sure sign of that.

Second. It is a rich person®s protection bill. The rich,
protected by the Constitution, can spend unlimited personal funds
despite a clumsy, unconstitutional attempt in Obey-Railsback.
Because individual contributions are limited to $1,000, PACs are
the only defense against rich candidates. Those who contribute a
large share to their own campaigns will surely want to vote for it.

Third. It is a big labor protection bill. It restricts all
PACs equally, and leaves labor"s enormous special loopholes to
communicate and to run registration and get-out-the-vote drives,
all of which can be done with dues money collected involuntarily.

Fourth. It is a bill to protect the people from knowing very
much about candidates or issues. But, not to worry, it will only
stifle those campaigns that are close, or have contested primaries.
Only where there is real competition, which we used to think was

216/ 1bid., p. H9281.
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the life"s blood of our political system, will this bill have
effect. The sponsors are incumbents. Incumbents do not like
competition.

Fifth. But worst of all, its an antiparticipation bill.
Hundreds of thousands of thoughtful Americans, not satisfied
with parties, turned off on politicians, find political
expression by contributing through a reference group. It may
be a union, a corporation, a professional association, or an
ideological group. Whatever it is, they have some confidence
in it. Yes, PACs are growing because people like them. They
find PACs a convenient way to participate in the political
processes of this Nation. They give to PACs for some reasons
in the same way as people give to campaigns directly. So let
us throw them out, say the Obey-Railsback sponsors. Let us
stifle participation. Let.us keep politics for the elite- just
for us insiders. 217/

Supporters responded to these points by noting that PAC money goes overwhelmingly
«

to incumbents, thereby stifling competition, that labor PACs give larger

contributions than do corporate PACs, and would therefore be hurt by the reduced

PAC limit, and that rather than enhancing the individual®s role in the process,

PACs are serving to crowd him out.

Following debate, the House passed the amended version of the Obey-Railsback
amendment by a vote of 217-198. 218/ Democrats split 188-74 in favor of the
amendment, while Republicans split 29 in favor and 124 against it. After an
unsuccessful vote to recommit the amel. - to the House Administration Committee,

the House approved S. 832 by a voice voto, Tlesting a conference with the

Senate. 219/

217/ 1bid., p. H9271-9272.
218/ lbid., p. H9303-9304.

219/ 1bid., p. H9305.
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No further legislative action was taken on the S. 832 or the Obey-Railsback
Amendment. A threatened filibuster kept the measure from being considered in

the Senate during the 96th Congress. 220/

C. 97th Congress Legislation

Five PAC limitation bills have been proposed thus far in the 97th Congress.
On January 5, 1981, Senator Robert Byrd introduced S. 9, which was identical
to the Obey-Railsback amendment., as passed by the House in 1979. (It would
app”v only to House elections.) On July 8, 1981, Representatives Dan Glickman,
James Leach, and Mike Synar introduced H.R.* 4070, which combined some features
of the Obey-Railsback bill with others not previously proposed in Congress.
Designed to reduce the influence of PACs while enhancing the role of the
individual and of the political parties, itincluded thefollowing features:

— an overall 1limit on how much Houseand Senate candidatescan accept from
from raulticandidate PACs- $75,000 for House candidates (and an additional $25,000
in case of a runoff) and between $75,000 and $500,000, depending on the size
of the State, for Senate candidates (with an additional $25,000 or $12,500 times
the number of congressional districts, the higher figure, in the case of a runoff);
$500,000 would remain the outside limit for Senate candidates, in any case;

— an increase in the limit on individual contributions to congressional
candidates from $1,000 to $2,500;

— an increase in the maximum allowable tax credit for political contributions

from $50 to $100 for single returns and from $100 to $200 for joint returns; and

220/ Buchanan, Christopher. Obey-Railsback Plan Stalled in the Senate By
Threat of Filibuster. Congressional Quarterly Weekly Report, v. 38, Jan. 5,
1980: 33.
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— the establishment of a separate tax credit for contributions to political
party committees— 50 percent of the contribution amount, with a raaximum of
$100 for single returns and $200 for joint returns.
H.R. 4070 differed from all previous PAC limitation bills in that it neither
prohibited such contributions nor reduced the limit on PAC contributions. It
did retain the overall limit on aggregate PAC giving contained 1in Obey-Railsback,
and it extended this limit to Senate races, as well. Rather than reduce the
PAC contribution limit, H.R. 4070 sought to enhance the individual®s position
by raising the individual contribution limit and by raising r.he maximum allowable
tax credit. Finally, it sought to encourage giving to the parties directly
through the establishment of a separate tax credit solely for such contributions.
A bill identical to H.R. 4070 in all but one respect was introduced by
Rep. James Howard on March 10, 1982. H.R. 5793 includes all the features
of the Glickraan-Leach-Synar bill except for the increase in the contribution
limit. H.R. 5450, proposed by Rep. Joseph Minishon Feb. 3, 1982, would Ilower
the limit on multicandidate committee contributions from $5,000 to $1,000.
Finally, on April 1, 1982, Rep. Andrew Jacobs introduced H.R. 6047, a House
public funding bill that includes a provision prohibiting candidates who accept

public funds from receiving PAC donations.

I1. CURRENT PROPOSALS TO LIMIT PAC INFLUENCE

The major current proposals intended to reduce the influence of political
action committees can be organized around four basic themes: those which directly
reduce the influence of individual PACs, those which reduce the level of candidate
dependence on all PACs, those which indirectly attempt to reduce PAC influence
by enhancing the financial power of other fundraising components, and those

which seek to eliminate most forms of private contributions through public
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financing of elections. This section offers a discussion of the strengths and

weaknesses of some of the key proposals within these four clusters.

A. Reduce PAC Contribution Limits

As was seen in the first section of this chapter, it ha3 been Droposed that
the limit on raulticandidate PAC contributions be lowered from $5,000 to either
$3,000 or $1,000, or that such contributions be banned entirely. The common
thread in all of these suggestions 1is the attempt to reduce the potential for

.
undue influence by any one PAC; in addition, the proposals to lower the limit
appear to be motivated by a desire to make PAC donations more in line with the
»
limits on individual contributors (certainly the proposal for a $1,000 limit
would do precisely that) and thus make .PAC contributions less valuable vis-a-
vis those of individual citizens. The concept of a limit on contributions finds
support in the Buckley v. Valeo ruling. This passage confines itself to the
$1,000 individual limit but may be applied as well as to lirats on group
contributions:
It is unnecessary to look beyond the Act®"s primary purpose- to

limit the actuality and appearance of corruption resulting from large

individual financial contributions— in order to find~a constitutionally

sufficient justification for the $1000 contribution limitation

To the extent that large contributions are given to secure political

quid pro quos from current and potential office holders, the integrity

of our system of representative democracy is undermined . . . . Of

almost equal concern as the danger of actual quid pro quo arrangements

is the impact of the appearance of corruption stemming from public

awareness of the opportunities for abuse inherent in a regime of

large individual financial contributions. 221/

Thus, the appearance or actuality of quid Dro quo relationships between donor

and recipient are seen as justification for contribution limits. Clearly, the

setting of more restrictive limits on what a PAC can give would create obstacles

221/ 424 U.S.1 (1976), at 26.
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to i1ts gaining what may be perceived as a disproportionate level of influence
through its financial contributions.

Three problems might be raised with regard to the reduction of the PAC
limit or the outright ban on PAC giving. First, inflation has made the $5,000
limit imposed in 1974 a less meaningful boundary between proper and improper
levels of political influence. It might be suggested that the inflation factor
alone has obviated any perceived need to reduce the limit as a means of reducing
the accumulation of too much power by any group.

A second potential problem with the imposition of further limits on PAC

contributions might be constitutional objections. In the Buckley case, the

«

Supreme Court suggested that although contribution limits were theoretically
a justifiable instrument of public policy, they could pose problems depending
upon the exact levels of contributing allowed:

Given the important role of contributions in financing
political campaigns, contribution restrictions could have
a severe impact on political dialogue if the limitations
prevented candidates and political committees from amassing
the resources necessary for effective advocacy. 222/

With regard to imposing a lower limit on PAC contributions (e.g., $3,000 or
4

$1,000), a CRS legal analysis in 1979 stated:

While the proposal would render the limit which is applicable
to separate segregated funds more restrictive of pertinent
First Amendment freedoms than the limits upheld in Buckley
which formerly applied to separate segregated funds, the newer
limit might still not be too restrictive. That is, it might
yet be justified by the relevant counterbalancing governmental
interest (i.e., the prevention of both actual and apparent quid
pro quo arrangements between donors and recipients of campaign
contributions). Unfortunately, the Buckley decision provides
little guidance in this connection. 223/

222/ 1bid., at 21.

223/ U.S. Library >f Congress. Congressional Research Service.
Restricting "PAC"™ Involvement in Federal-0ffice Political Campaigns: Some
Constitutional Consideration [by Robert B. Burdette]. May 25, 1979. p. 3.
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If the reduced PAC limit might raise constitutional questions, the proposed ban
on PAC contributions would likely raise even more such objections. The same CRS

study declared:

Demonstrably restrictive of both political expression and
political association, the proposed ban could survive First
Amendment scrutiny only if justified by a sufficiently strong
and directly served governmental interest. Inasmuch as a total
ban 1is necessarily more restrictive than a mere limit on amount,
it seems clear that the requisite governmental interest would
have to be one which would not be satisfied by the imposition of
a limit. That is so since in the case of so-called "fundamental"”
rights generally (and First Amendment rights in particular) a
pertinent governmental interest justifies only the least restrictive
option. Consequently, the governmental interest isolated in the
Buckley case as sufficient to justify amount limits on contributions
(i.e.,an interest in preventing actual and apparent quid pro quo
arrangements between donors and recipients of campaign contributions)
would not suffice to justify the proposed ban. No suitable governmental
interest seems immediately apparent. 224/

Potential constitutional questions aside, there is a third problem inherent
in lowering the PAC limits, one which may have become sufficient to squelch
further consideration of such proposals. The perceived likelihood that the
imposition of further restraints on PACs would lead to other, less controllable,
forms of PAC activity has been increasingly recognized as valid even by those
seeking to limit PAC influence; indeed, it has given pause to many PAC opponents
who have advocated this approach.

Opponents of Obey-Railsback had charged that a lower PAC limit would
result in PACs seeking other avenues for spending, specifically a proliferation
of PACs within an industry and the increased use of independent expenditures.
This charge was supported by the Harvard study, which stated:

S the study group considered the most probable results of
reducing legislatively the amount of money which PACs can

contribute to political candidates. That change will merely
divert, but not stem, the flow of money. Proliferation of
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political action committees, perfectly legal cooperation among

PACs, and a rapid expansion in independent expenditures by PACs ,

are the clearly predictable consequences. 225/

Whereas there exist certain restraints on proliferation of PACs within a company
or union (limiting all affiliated PACs to a single contribution limit), independent
expenditures apparently can not be capped, in accordance with the Buckley
decision. The incidence of PACs engaging in independent expenditure campaigns
increased dramatically during the 1980 election, and many of their organizers
flatly asserted that they were driven to such forms of spending by what they

saw as the unduly restrictive limits on direct PAC contributions ($5,000).

Many went so far as to pledge continued and expanded use of the independent
expenditure route, in view of that limitation. Thus, the threat of greater
levels of independent expenditures as a direct result of limitations on direct
candidate contributions by PACs appears to have already been realized, to

some extent.

The possibility of lowering the limit even further is increasingly seen by
opponents of PACs as likely to be counterproductive to their ultimate goal of
reducing PAC influence. The fact that such a proposal was not included in the
97th Congress®™ H.R. 4070 may be seen as indicative of sucA a realization.

If, however, one equates potential for influence only with direct candidate
contributions (as opposed to independent efforts), one may be more likely to

accept such a risk in imposing tighter limits on PAC giving. One bill in the

97th Congress, H.R. 5450, would lower the PAC limit- to $1,000.

225/ U.S. Congress, An Analysis of the Impact of the FECA, p. 5.
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B. Reducing Candidate Dependence on PACs

The goal of reducing the level of candidate dependence on PAC money is
behind the proposal to impose an aggregate limit on the amount of PAC. contributions
a candidate may accept. No such limit exists today, and proposals for such a
limit vary. The Obey-Railsback bill suggested a $70,000 limit on House candidates
($85,000 if they faced a runoff) anddid not make arecommendation for Senate
candidates; the Glickman-Leach-Synar and the Howard bills in the 97th Congress
proposed a $75,000 limit for House candidates ($100,000 if they faced a runoff)
and between $75,000 and $500,000, according to the size of the State, for
Senate candidates (with an additional supplement if they faced a runoff). In
addition to limiting the degree to which candidates would be able to fund
their campaigns with PAC money, thisproposal would have the additional goal
of "restricting the influence by many PACs acting in concert."” 226/

Two principal objections are raised to the aggregate limit on PAC donations,
one practical, the other constitutional. Of a practical nature is the charge,
as articulated by Representative Frenzel during the debate over Obey-Railsback,
that this proposal would pose an undue burden to challengers of incumbent
Members, thus impairing the competitiveness of the contest:

. ; limiting the amount of moneys candidates can receive and

therefore spend drastically hurts the chances of challengers

of both parties without having much of an impact on incumbents. 227/
Supporters of the aggregate limit might respond that challengers would still

be free to seek out funding from other sources.

226/ Adamany, PACs and the Democratic Financing of Politics, p. 599.

227/ Federal Election Campaign Act of 1971 Amendments. Debate and
Vote in the House. H9274.
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The constitutional questions raised by the aggregate limit may present
a more serious obstacle to its enactment. These were addressed in an analysis
by University of Illinois law professor John Nowak (his references to a $50,000
limit were based on the initial limit proposed in Obey-Railsback):

This restriction is of dubious constitutional 3tatus, at best.
The $50,000 limitation may be seen as effectively imposing a
ceiling on total campaign contributions and candidate expenditures.

In Buckley v. Valeo the Supreme Court found that contributions
to candidates might be reasonably limited in order to fight both the
reality and appearance of improper influence by large contributors,
but that a ceiling on candidate spending was a constitutionally
invalid attempt to restrict speech activities in political
campaigns

The proposed law may reduce the role that some political
action committees may play in a given election, but it will not
further a government interest relating to the "reality or
appearance of improper influence stemming from the dependence
of candidates on large campaign contributions,” which was the
only basis accepted by the Supreme Court in Buckley for
restraining political contributions.

This bill may be seen as imposing an effective ceiling on
campaign spending because, as a practical matter, it will
limit the amount of money that can come into a congressional
campaign. 228/

Supporters of the limit, like Fred Wertheimer of Common Cause, insist that
it will not limit the free speech rights of candidates, noting the Buckley
decision®"s assertion that the effect of contribution limits was "merely to
require candidates . .. to raise funds from a greater number of persons" rather
than reduce the amount of political spending. 229/

Beyond the issue of whether the aggregate limit would constitute a
ceiling on candidate spending is the debate over whether it would infringe

on the rights of association of individuals. The Nowak study observed:

228/ Nowak, John. Constitutional Ramifications of the Obey-Railsback
Bill. In Extension of remarks of Guy Vander Jagt. Congressional Record [daily
ed.j v. 125, September 25, 1979: E4745.

229/ \Wertheimer, Fred. The PAC Phenomenon in American Politics. In
Political Action Committees and Campaign Finance: Symposium , p. 625.
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the bill goes beyond the mere limitation of campaign S
contributions and directly restrains associational freedom.
To examine that problem one needs only to hypothesize the

situation where a congressional candidate has received $50,000

from political action committees when another committee comes

on the scene that wishes to donate money to the candidate.

Under H.R. 4970 that "extra" political committee would be

prohibited from giving even $1.00 to the candidate and all

of the persons whose interests are represented by that

associational entity are denied the ability to contribute

to the candidate. 230/
This argument would no doubt be answered by supporters of the limit by noting
that individuals associated with PACs have other outlets for political expression,
such as through financial contributions directly to candidates. As David Adamany
observed, PACs also have other outlets available to them:

The case for sustaining such a limit is strengthened because

PAC speech is not cut off by such a ceiling: a PAC which

could not contribute within the limit could still make its

views known through direct independent expenditures. 231/

Certainly, there is room for discussion over the constitutionality of
the aggregate limit on PACs. Such questions may or may not serve to prevent

further consideration of thi3 proposal; the Obey-Railsback amendment passed

the House in the face of such objection.

C. Enhancing the Role of Other Participants in the Political Process

The third general approach to curbing PAC influence, and the one currently
receiving the most attention, revolves around additional Incentives fc
participation by individuals and political parties as a means of counterbalancing

the role played by PACs in the funding of political campaigns. As reflected

230/ Nowak, Constitutional Ramifications of the Obey-Railsback
Bill, p. E4745.

231/ Adamany, PACs and the Democratic Financing of Politics, p. 600.
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in a number of specific proposals, it is based on an acceptance of the continued
growth and strength of PACs and the belief that further direct limitations on

PAC financial giving will inevitably lead to further attempts by PACs to evade

the limits through various loopholes in the campaign finance laws.- By strengthening
the positions of individuals and parties to bear the funding costs of election
campaigns, these proposals seek to curb PACs in an indirect, rather than direct,
manner; 1in thi2 way, they are distinguished from the proposals outlined above.

One of the most widely suggested proposals is to raise the limit on individual
contributions from $1,000 to"some higher amount. In the 97th Congress, H.R. 4070
suggested a limic of $2,500, as did Senator Specter"s S. 1899. Senator Mathias”

S. 1851 would raise the limit to $4,000 on an election cycle basis (rather than

a "per election”" rasis), and Senator Humphrey®"s S. 2282, which would raise all
limits to account for influtior, proposed a $1,800 individual Ilimit. The Harvard
study noted that the $1,000 contribution limit was set in 1974 and had been
rendered a less significant figure by inflation. It declared:

Inflati n alone dictates raising the limit to $1,500 for the
1980 campa“”n. 232/

In announcing its support for raising the individual limit, a bipartisan group
if former Presidential campaign finance officers convened under the auspices
of the Citizens®™ Reseurch Foundation suggested that the limit might be indexed
for inflation and rounded to the nearest $500 (this to avoid some confusion
resulting ?Tom a simple indexing formula). 233/

Beyond the inflation factor, it is suggested that as the individual limit

is raised, to more closely approximate the current $5,000 PAC limit, it would

232/ U.S. Congress, An Analysis of the Impact of the FECA, p. 3.

233/ Citizens"™ Research Foundation. Amending the Federal Election Campaign
Act: A Statement of Recommendations by Former Presidential Campaign Finance
Officers, June 1, 1981. p. 2.
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establish individuals and PACs on a more equal footing. The presumption is, first,
that individuals would be more likely to contribute to a candidate than "a PAC
if they had more leeway to do so (they can currently give as much as $5,000 to a
raulticandidate PAC) and, second, that candidates would be more inclined to give
priority to raising money from individuals than from PACs if they could raise
as much money with as few a number of solicitations. Little other than supposition
has been offered to support the former suggestion. The vast majority of individual
contributions to both candidates and PACs fall well below the current limits,
thus detracting from the theory that large numbers of individuals are being
stifled by those limits and that they would give directly to candidates if given
a more flexible upper limit. The principal incentive to give to a PAC- the added
weight attached to a specific policy goal through the collective resources of
like-minded individuals— would appear to remain unaffected by raising the individual
limit. When viewed from the candidate®s perspective, as does the second proposition
it does appear that such an increase would further the goal of lessening candidate
dependence on PAC money. Therein lies the principal merit to this argument
and the likely reason behind the increasing popularity of the proposal.

Another proposal advanced to encourage individuals to play a greater role
is to remove the aggregate $25,000 a year limitation on all political contributions.
This recently was endorsed by the conference of former Presidential campaign
officers, which included persons across both partisan and ideological lines,
thus adding to the weight carried by its recommendations. 234/ In addition to
the fact that abolishing the limit would accord the individual citizen more
opportunity to contribute money, it may be further argued that the average cit-"zen

is placed at a disadvantage by the aggregate limit, in view of there being no

234/ 1bid.
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such limitation on political giving by PACs and other funding sources. In
the 97th Congress, proposals to raise the aggregate limit were included in
S. 1851 (to $40,000), S. 1899 (to $50,000), and S. 2282 (to $46,100); no
proposals to abolish this ceiling took legislative form, however.

The drawback to the suggestions of raising the individual limit and
abolishing the aggregate limit lies in the potential for upsetting the desirable
balance within the political system between allowing and encouraging access
and impeding the accumulation of a disproportionate degree of influence by
any one individual or interestf. It is undoubtedly an understatement to suggest
that this balance is difficult to gauge, given its subjective nature which
lends itself to differing perspectives. It is also quite possible, as many
have charged, that in their attempt to eliminate the large contributors of
the past, the sponsors of the Federal Election Campaign Act and its amendments
have helped to provide the impetus for the PACs of today, thus replacing one
type of "fat cats"™ with another, allegedly more pernicious type.

One may view the laws governing the electoral process as an amorphous
mechanism in which all its parts are related, perhaps imperceptibly, and under
which every bit of tinkering in one sector may have profound ramifications
for other sectors. In establishing a policy goal, the possible consequences
for other goals must be considered. If the goal is the reduction of the level
of influence which may accrue to large campaign contributors, one must consider
how specific proposals may affect such other cherished policy goals as encouraging
citizen participation, promoting the integrity of the political process, etc.
Conversely, if the goal is to allow greater opportunities for citizens to
participate in the process through financial contributions, one may have to
consider how this can be accomplished without tilting the balance so far in that

direction that it impedes the original goals which motivated the policymakers
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in imposing limits. The question here would be: can the limits be raised or
abolished without opening the door to large contributions of a sufficient number
so as to lead to the public cynicism which led to the restraints in the first
place? This delicate balancing act is a fundamental part of such policy changes.

Still other proposals designed to encourage individual giving focus on
the tax laws. Currently, individuals may receive a 50 percent tax credit
for political contributions, up to a maximum credit of $50 (or $100 on joint
returns). 235/ Proposals to increase the maximum credit abound, as in H.R. 4070
(97th Congress) which would double the limit. Others, like Michael Malbin,
have suggested full, rather than 50 percent, credits for small donations as
a means of encouraging contributions from ;ess affluent individuals. 236/

The limitations of these proposals might lie, first, in the additional revenue
losses for the Federal Government and, second, in the fact that the existing
credits are used by only around four percent of taxpayers, not indicative of
an overwhelming degree of participation. Of course, a broadened credit would
presumably increase the participation level.

The tax law3 are also the focus of some suggestions intended to strengthen
the political parties. The proposal for a separate tax credit for contributions
to official political party committees included in H.R. 4070 (97th Congress)
is representative of other proposals advanced in recent years. By creating
a separate credit, with 3uch generous terms as proposed in H.R. 4070 (50 percent
of the value of contributions, up to $100 for single returns *™d $200 on joint

returns), it is expected that more people would choose to make direct donations

235/ 26 U.S.C. 41(a), (b)(1), 218(a), (b)(1).

236/ Malbin, Michael. Round Table on Political Action Committees.
Statement at the Citizens®™ Research Foundation Conference on The Federal
Election Campaign Act: After a Decade of Reform. April 3, 1981. p. 5,
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to the parties. As with increasing the current credit, the question might,
be raised as to whether these credits would be used largely by relatively
elite, affluent individuals who have sufficient interest in politics to contribute
even without the incentive of a tax saving.

With regard to the various proposals described in this subsection, it
might be noted that many of them are made increasingly popular by the convergence
of other, perhaps differing, policy goals. \Whereas, for example, the raising
of the individual limit on contributions is recently being advanced by those
who see it as a means to reduce PAC influence, the same proposal has been
espoused for a number of years by those who pre philosophically opposed to
governmental regulation of the political process. When the inflation argument
advanced in academic circles 1is factored®" in, one sees a consensus building
out of a variety of policy goals. Similar consensus may well be building toward
strengthening the parties®™ fundraising abilities, although such consensus
is not at all present in such other suggestions as abolishing the aggregate

$25,000 limit.

D. Public Funding of Congressional Elections

Probably the most severe measure designed to limit PAC influence is the
proposal for public funding of congressional elections. In 1956, when the
first bill proposing public funding of Federal elections was introduced in
Congress (S. 3242, 84th Cong.), it declared:

Free and untrammeled representation of the public is possible

only when men and women in high office are not indebted to
special interests for financial donations. 237/

237/ Neuberger, Richard. Federal Campaign Contributions to Relieve
Officeholders of Private Obligations. Congressional Record, v. 102,

February 20, 1956: 2855.



CRS-208

Public funding legislation has been proposed in virtually every Congress since
that time, and the desire to eliminate the perceived disproportionate influence
of "special interests” has been one of the overriding goals expressed by the
sponsors in almost every case.

One recent proposal for public funding was H.R. 3436, introduced in the
97th Congress by Representative Matthew McHugh and 23 cosponsors. In his
statement on the bill, which would establish a matching fund system for the
financing of House and Senate primary and general election campaigns, McHugh

.
stated:
First, public financing works, and it works for both primary
and general elections as has been demonstrated by the 1976 and

1980 Presidential campaigns;

Second, one of the unintended consequences of itssuccess

has been to substantially increase the flow of specialinterest

contributions into House and Senate election campaigns; and

Third, as the expenses associated with running for Congress

increase, the influence of those special interests will also grow,

and the confidence of the American people in our election process

will continue to erode. 238/

Public funding supporters believe that only by ending the system of private
financing of elections will the opportunities for gaining undue power by

particular interests through their campaign donations be seriously curtailed.

As a practical matter, some may support other plans to limit PACs directly

(such as Obey-Railsback), while ultimacely retaining hope for the enactment e

of public funding as a more fundamental solution to what they see as money"s
corrosive influence on politics.

Oppposition to public funding of elections is just as deep-rooted as is

support for "it. Opponents point to such factors as the high cost to the taxpayers

238/ McHugh, Matthew F. Congressional Campaign Financing Act of 1981.
Congressional Record [daily ed.] v. 127, May 5, 1981: E 2124.



(particularly in a time of budgetary cutbacks), the perceived dangers inherent
in incumbent Members of Congress drafting the rules governing the campaign
funding of their opponents, and the difficulties in drafting an equitable
system as drawbacks to the public financing idea. Perhaps more basic is their
belief that such a system would hamper the participation ofindividualsdesirable
in a democracy. As noted by the Senate Select Committee onPresidential Campaign
Activities (the Watergate Committee) in its final report:

The committee™s opposition is based like Jefferson®s upon

the fundamental need to protect the voluntary right ofcitizens

to express themselves politically as guaranteed by the first

amendment. 239/

Some public financing foes have gone beyond their opposition to extending
the system to congressional candidates and have called for the repeal of the
existing Presidential funding system, as exemplified in Senator Lowell Weicker®s
proposal in the 96th Congress (S. 21). It is interesting that supporters of
public financing for congressional elections see the increase in PAC contributions
to congressional candidates as one outgrowth of the current Presidential system,
which they presumably favor. They insist that inequities are bound to result
from having different policies on private contributions for Presidential and for
congressional elections. Rather than abolish the former, they support extending
a similar system to the latter.

Even supporters of public funding for congressional elections acknowledge

the unfavorable climate for passage of such legislation in the imminent future.

Previous Congresses, particularly in the e"ost-Watergate period of the mid-1970s,

239/ U.S. Congress. Senate. Select Committee on Presidential Campaign
Activities. Final Repo-rt pursuant to S. Res. 60, February 7, 1973. Washington,
U.S. Govt. Print. Off., 1974. (93rd Cong., 2nd Sess. Senate. Report no. 93-981)

p. 573.
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had devoted considerable attention to public funding of congressional elections
the Senate passed such proposals twice in the 93rd Congress, and the House
appeared close to passage of similar ones on several occasions. By the 96th
Congress, supporters were unable to get a bill (H.R. 1) reported from the
Committee on House Administration, despite some 155 co-sponsors of the measure.

Thus far in the 97th Congress, only two bills (H.R. 3436, H.R. 6047) have
proposed a public funding system for congressional elections. Representative
Jacobs®™ H.R. 6047 envisions public funding for media advertising for House
candidates, with those who acéépt public funds prohibited from taking PAC
money. The 24 cc-sponsors of H.R. 3436 represent a considerable decline in

[

the number of co-sponsors of comparable bills in recent Congresses (e.g-,
the 96th). It is possible that the apparent decline in congressional interest
reflects a similar decline in public support for the concept. A 1976 Harris
Poll found that the public agreed by a 42-36 percent plurality that: "All
Federal elections should be financed out of public funds contributed by the
taxpayers"; by 1980, the same statement elici”_d approval from 39 percent,
while 58 percent registered disagreement. 240/ If an increase in support for
public financing is viewed as a reaction to revelations of real or apparent
impropriety (e.g., Watergate), it is possible that it will take some future

public scandal to reverse what appears to be a general decline in public and

congressional support for such s proposal.

240/ Limit on Political Action Committee Campaign Contributions Favored.
ABC News-Harris Survey (press release): April 3, 1980.
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I1l. Prognosis for the Future of PACs ,

In view of the many variables affecting PAC growth, most observers are
reluctant to make predictions regarding future increases in their aggregate
level of activity, financial and otherwise. The question often asked concerns
whether we have seen most of the PAC growth already or whether there is likely
to be an even more accelerated growth in the future. This final section will
explore some of the scenarios which have been suggested relevant to this
question, with no expectation, however, that definitive answers can emerge
from this discussion.

A conference sponsored by the American Enterprise Institute for Public
Policy Research in the fell of 1979 set the stage for much of the dialogue
which has ensued on the subject of PACs and their present and future role
in the political system. Of particular relevance here were the papers delivered
by Michael Malbin and Edwin Epstein, which, in their different perspectives
on how significant PAC growth had been, appeared to frame the dispute on how
large a role they might be expected to play in the future. With the election
of 1980 having transpired since that conference, we now have some additional
measure of the validity of the scenarios suggested in those two papers.

Malbin viewed the PAC phenomenon as neither "a mountain nor a molehill,”

asserting that while PACs had indeed grown since 1974, they were not "on a
growth curve wildly disproportionate to the growth of campaign costs as a
whole."™ 241/

Taken as a whole, PACs increased in number and became more
important to the electoral process between 1974 and 1976, but-

241/ Malbin, Of Mountains and Molehills: PACs, Campaigns and Public
Policy, p. 153.
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despite the picture given by most analysts— they were no more

important proportionately in 1978 than they were in 1976. 242/
Essentially, Malbin saw much of the increase in PAC spending as a reflection
of a transformation in the way business interests gave money to political
campaigns, rather than the introduction of large new, previously untapped
sources of funding; this interpretation, explored earlier in this report,
has been labeled the "old wine in new bottles” theory. Malbinls arguments,
examined cumulatively, seemed to suggest that PAC growth would level off,
if it had not already at that point, once campaign contributors fully adjusted
to the new modus operandi for political giving.

Epstein®s conclusions could be characterized by his comment that:

PAC operations in 1976 and 1978 reveal only the tip of a

possible iceberg- clearly for corporations and other business-

related groups, but to some extent even in the case of labor. 243/

On one level, the campaign finance data for 1980 elections gives an important
boost to Epstein"s views vis-a-vis Malbin®s. More than one year before November
1980, Epstein suggested:

In the campaign of 1980, there could be over a thousand

corporate PACs operating with aggregate receipts of 525-

30 million and contributions of $15-18 million. 244/

As Chapter Three revealed, there were 1204 corporate PACs in existence at the
end of 1980, such PACs spent $31.4 million and their contributions to

congressional candidates alone amounted to $19.2 million. In every respect,

Epstein®s prediction was exceeded, and it is noted that Epstein®s views were

242/ 1bid., p. 152.

243/ Epstein, Business and Labor Under the Federal Election Campaign
Act of 1971, p. 143.

244/ 1bid., p. 144.
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considered to be associated with the "alarmist™ camp regarding the whole PAC
question.

Furthermore, while Malbin correctly noted that PAC contributions were
no higher 1in 1978 than in 1976 proportionate to other sources of campaign
funding, the same could hardly be said of the increase from 1978 to 1980;
the percentage of PAC contributions among the overall receipts of congressional
election candidates who competed in general elections jumped from 20 percent
to more than 25 percent in those wo years, the sharpest such jump in the
five-election period covered in this report.

Most observers have focused on the corporate sector as the key to future
aggregate PAC growth. The Harvard study commented:

Whatever the motivation of corporate xACs within their
corporations may be, however, it is nonetheless true that
their numbers will continue to increase. 245/
In addition to the prospect for new PACs being established,Epstein noted
that "most corporate PACs that are already functioning have ample opportunity
to increase the size and scope of their operations.” 246/

These expectations regarding corporate PACs appear to contrast with the
expressed views of some of the key spokespersons for thecorporate PAC community.
Clark MacGregor is one such spokesman who commented:

I think that 50 percent of the corporate iceberg is already

above water in PACs. 1 seriously question whether the future

will witness anything like the rapid growth in corporate PACs of

the last three or four years . . . . From now on additional

corporate PACs will be few and far between in contrast to their

rapid proliferation since 1976 . . . . I would bet that the next
five years will not see- inflation discounted- a doubling of the

245/ Kayden, The Impact of the FECA on the Growth and Evolution of Political
Action Committees, p. 208.

246/ Epstein, Business and Labor Under the Federal Election Campaign
Act of 1971, p. 144.
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aggregate amount contributed voluntarily by individuals to their

corporations®™ PACs. 247/

Don Kendall, a consultant for BIPAC, also took issue with the projections of
continued enormous growth for corporate PACs:

There is potential for growth, but many of those working in

corporate public affairs believe the period of rapid growth

is over. They predict a more moderate growth for corporate

PACs in the next few years. 248/

Kendall noted that PACs in general were likely to continue to proliferate in
the coming decade, in the absence of the enactment of sharply restrictive
legislation. 249/

One additional comment from the business perspective is worthy of mention
here because it differentiates between the financial aspect of corporate PACs
and other facets of their activities. Lee Ann Elliott (currently serving on
the Federal Election Commission) suggested that the principal focus thus far
in the "early stages of development™ of corporate PACs has been on '"generating
and increasing contributions to the PAC." 250/ She asserted that the continued
successes of corporate PACs would depend upon how seriously they devoted attention

to their other stated goal- the education and involvement of their contributors

in PAC operations and the political process. All of these spokesperson? saw

247/ MacGregor, Clark. Commentary. In Malbin, Parties, Interest Groups,
and Campaign Finance Laws, p. 208,

248/ Kendall, Don R. Corporate PACs: Step-by-Step Formation and
Troublefree Operation. Campaigns and Elections, v. 1, Spring 1980: 16.

249/ 1bid., p. 19.
250/ Elliott, Lee Ann. Political Action Committees— Precincts of the

"80"s. In Political Action Committees and Campaign Finance: Symposium, p. 552-
553.
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continued growth of corporate PACs. although not at the same rate of growth
as h"itherto experienced and perhaps focusing on forms of political action
other than financial ones.

While most observers have focused on the corporate sector in their assessments
of future PAC growth, the overall picture may be greatly affected by the non-
connected grouping, as well. The corporate PACs have demonstrated the fastest
percentage growth among the categories, but the largest, recent aggregate dollar
increase has been registered by the non-connected PACs. Their enormous growth
in 1980 (to first place in expenditures) may well be indicative of large future
growth among the unaffiliated PACs, although once again Che "wild card" nature
of this category of PAC adds to the difficulty of future prognoses.

Epstein has isolated two factors which have resulted from the PAC growth
of recent years which are likely to play a major role in future PAC growth:
the institutionalization of electoral activity (particularly in the business
community) and the legitimacy which PACs have attaint;! as vehicles for political
activity. 251/ These factors provide a valuable framework through which one
can assess the likelihood of future PAC proliferation and growth.

In terms of the institutionalization factor, Epstein® writes:

While in the past the raising and spending of funds were

largely ad hoc, informal, and unsystematic activities, today such

efforts have become institutionalized within companies and are

in the hands of staff professionals (usually in public affairs

positions) who serve on an ongoing basis as the organizational

focal point for electoral activities. PACs are therefore visible

to office holders, prospective candidates, and party officials- as

well as to each other- and have become ports of call for office

seekers and fund raisers, as well as mechanisms for more effective
coordination of business groups. In summary, PACs allow corporations

251/ Epstein, Business and Labor Under the Federal Election Campaign
Act of 1971, p. 146.
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and business-related associations to organize and

institutionalize their electoral activities in a highly

efficient way. 252/
Epstein sees such institutionalization within the corporations occurring through
such devices as the automatic payroll deduction to encourage contributions
to the PAC, nonpartisan registration and get-out-the-vote drives, and greater
reliance on internal communications among management and stockholders; in
such ways, corporations will be mirroring the activities which have in the
past realized impressive gains.for organized labor. 253/

Equally important, according to Epstein, has been the legitimization
of political activity "both within firms and in the greater community":

Electoral politics, so to speak, has come out of the corporate

closet and is now recognized as a legal and appropriate activity

for business. Such enhanced status, together with a defined

legal mechanism for such activity- the PAC- makes it possible

for companies (1) to encourage political participation among

corporate personnel (who might otherwise be reluctant); (2) to

encourage other firms to increase their electoral involvement by

establishing PACs, thereby "keeping up with the Joneses™; and

(3) in general, to undertake political activity with a heightened

sense of rectitude and purpose. 254/

While Epstein views the new legitimacy as a rejult of the campaign finance
laws of the 1970°s, one might also look to the political environment for further
understanding of thi3 development. When asked whether business and labor PACs
constituted a good or a bad influence on politics and government, a 49-35
percent plurality of Americans told a 1980 ABC News-Harris survey that they

were a good influence (the same percentages for labor as for corporate PACs);

two years earlier, the same question had elicited a response of 65-21 percent

252/ 1bid., p. 146.
253/ 1bid., p. 144.

254/ lbid., p. 146.
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"bad"™ for corporate PACs and 58-26 percent "bad" for labor PACs. 255/ Such

a shift is indicative of perhaps a greater level of public sympathy for the
role of political action committees, although a measure of public understanding
of the nature of PACs was not elicited in this survey; furthermore, other
findings of the survey included strong support for the notion that PACs were
spending too much money and that overall limits were desirable.

Another recent opinion poll offered evidence of the fragmentation of
Americans into narrowly-focused.groups and causes, as was discussed in the
section dealing with the reasons for PAC growth. This 1981 Gallup Poll found
widescale public membership in and support of the kinds of interest groups
which are forming PACs today:

Special-interest politics is commonly thought to comprise
small, well-organized groups which wield disproportionately
great influence on the Congress and hence on the policies of
the federal government.

Contrary to this belief, the Gallup Poll recently found
that as many as 20 million Americans are members of special-
interest organizations, and another 20 million have given
money to these groups during the past year.

these projections may understate public participation in

ips formed to defend or promote single-issue interests, since
the survey covered only a selected list of 16 types of groups.

For the United States as a whole, the survey found that 13
percent of the adult population claimed membership in one or
more of these groups while 23 percent said they had given money.
About one-fourth of the public (26 percent) reported donations
or membership or both. In addition, 39 percent said they would
like to become members of one or more of these organizations. 256/

To the extent that PACs are a reflection of the same trends which are leading
so many Americans to join and contribute to interest groups, one finds further

evidence that the political environment is according greater legitimacy to PACs.

255/ Limit on Political Action Committee Campaign Contributions
Favored. ABC News-Harris Survey.

256/ Broad Public Participation Found in "Special-interest”™ Politics.
The Gallup Poll [press release]: August 16, 1981.
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As Epstein noted with regard to corporate PACs:

Political legitimacy coupled with institutionalization of

politics within the organizational framework no doubt will

lead to increased and more effective corporate political

action. 257/

The same institutionalization process and the legitimacy now accorded PACs no
doubt extends beyond just corporate PACs and indicates a hospitable climate
for the future growth of PACs ingeneral.

This prognosis, however, 1isnot without qualifications. Several factors
can be discerned which will likely have a bearing on the future of PACs, with
the potential for curbing the kind of growth now foreseen. Each of these bears
brief mention here. .

First, it remains to be seen whether the decline in the percentage rate
of PAC proliferation in 1981 (as demonstrated in Table 1) will continue. As
was said in the accompanying analysis, it is indicative of either a temporary
decline in interest in the wake of a major election or the beginning of a leveling
off of new PAC growth. Another six months to a year will tell us more.

Second, as the Harvard study observed:

To a large extent, all PACs are dependent on the issues of

the day for their growth and activity. The more adverse the

circumstances for a corporation, union, industry, interest

or segment of society, the more ".ikely it will 3eek redress

through active participation in electoral politics. 258/

Governmental policies which leadto less regulation could reduce the incentives

of hitherto regulated sectors to form PACs. By the same token, such policies

257/ Epstein, Business and Labor Under the Federal Election
Campaign Act of 1971, p. 146.

258/ Kayden, The Impact of the FECA on the Growth and Evolution
of Political Action Committees, p. 107
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could well lead to an increase in PACs by groups which favor greater government
regulation.

Third, the political climate will invariably affect the growth of political
action committees. As evidence above pointed to the legitimacy accorded PACs
today, such a hospitable environment could be altered in the future. Such
occurrences as the revelation of major improprieties resulting from PAC campaign
donations could work to sour the public tolerance of interest groups and their
influence on policy-making. Such developments, of course, cannot be foreseen
at any given time.

Fourth, the role PACs will play is hinged on the roles played by other
participants in the political process. IT the political parties were to play
a stronger role in the funding of campaigns, for example, the need for PAC
money will likely be lessened and, in turn, their raison d"etre will be undercut.

Fifth, and finally, the future of PACs is invariably linked to future
decisions by the Congress which affect the "rules of the game." Some decisions
could have a bearing on other participants in the process, as was mentioned
above or as would be the case if the limits on individual contributions were
sharply raised. Congress could also act to reduce incentives for individuals
to give to PACs, by disallowing tax credits for such donations. Congress has
the power to write the rules for solicitation of contributions by PACs. The
Harvard study noted:

Should the trade associations win the right to solicit

contributions with greater ease, not only will their numbers

increase, but so too, potentially, will their capacity to

participate in electoral politics . . . . 259/

These and other actions would obviously have a great impact.

259/ Ibid., p. 108.
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Whether or not PAG growth to date is merely a "tip of the iceberg” will
take considerable time to determine. The short term outlook, however, in

the words of one observer, is for "more of the same."™ 260/

260/ Phillips, Kevin. Introduction. Political Action for Business:
The PAC Handbook. Washington, Fraser Associates, 1981. p. 4.
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APPENDIX A: FEC Form 1 °
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APPENDIX B: FEC Form 3X
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