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ADDRESS BY ELMER B, STAATS 

EEFORE 
THE ECONOMIC CLUB OF DETROIT 

DETROIT,  MICHIGAN 
NOVEMBER 26 ,  1 9 7 3  

COMPTROLLER GENE- OF THE UNITED STATES 

- ,  
HOW CAN WE INCREASE CONFIDENCE I N  THE 

MANAGEMENT OF FEDERAL PROGRAMS? 
I 

Given the mood of disillusion that prevails in this 

country, some of you may be curious as to why anyone would 

come out from Washington at such a time to talk about increasing 

public confidence in the management of Federal programs. The 

reason I selected this subject is because there is this disillusion. 

From the many comments by the press and others in recent 

months one could conclude that 

--there is no person or thing you can trust 
in Washington, especially your own telephone; 

--Federal civil servants are wandering about 
Washington like blind camels; and 

--the parlor game "musical chairs" has become 
Washington's most popular entertainment. 

Talk such as this is not helpful. While it is true that 

the American public tends to be somewhat schizophrenic, suffering 

from extremes of optimism and pessimism, we are nevertheless 

a society that has demonstrated time and time again its vigor 

and its ability to rise successfully to past challenges once 

the directions were clear as to actions which needed to be 
/I 

. , taken. I should like to refer today to three areas where 
._ 

. ' - '  changes are under consideration which I consider important 

challenges and where your support is needed. These are: 



--improvements i n  t h e  way t h e  Congress reviews 
t h e  budget: 

- -c losely r e l a t e d  i s  t h e  need for  b e t t e r  
e v a l u a t i o n  as t o  whether programs once 
s t a r t e d  are e f f e c t i v e  and a r e  s e r v i n g  
t h e i r  purpose; and, t h i r d l y ,  

--ways i n  which w e  can improve t h e  f inanc ing  
of e l e c t i o n  campaigns. 

INCREASED CONFIDENCE I N  THE 
CONTROL OF FEDERAL SPENDING 

Our meeting today co inc ides  almost e x a c t l y  wi th  t h e  

ann ive r sa ry  of t h e  success ion  t o  t h e  pres idency  of  Lyndon Johnson 

who, i n  November 1 9 6 3 ,  faced  a d i f f i c u l t  d e c i s i o n  on t a x  and 

expend i tu re  p o l i c y  a t  a t i m e  when t h e  Federa l  budget f o r  t h e  

f irst  t i m e  th rea tened  t o  exceed $100 b i l l i o n .  P r e s i d e n t  

Kennedy and V i c e  P r e s i d e n t  Johnson had both  favored a t a x  
> I .3 

,' r e d u c t i o n  as a s t imulus  t o  t h e  economy. The Counci l  of Economic . ' i 

Advisors, while  suppor t ing  t h i s  e f f o r t ,  n e v e r t h e l e s s  had urged 

a s i z a b l e  i n c r e a s e  i n  Federa l  spending. I n  a meeting which 

r a n  p a s t  midnight t h e  day of P r e s i d e n t  Kennedy's f u n e r a l ,  

P r e s i d e n t  Johnson made t h e  d e c i s i o n  t o  c u t  back t h e  budget and 

t o  p r e s s  fo r  a r educ t ion  i n  t a x e s .  H i s  budget ,  submit ted i n  

January ,  was $97 .9  b i l l i o n .  I t  w a s  h i s  judgment t h a t  t h e  

p o l i t i c a l  shock effect  of a $100 b i l l i o n  budget would  be so 

great  t h a t  t h e  Congress would r e f u s e  t o  e n a c t  a tax- reduct ion .  

Where do w e  s t a n d  today? 

Budget o u t l a y s  f o r  t h e  f i s ca l  yea r  which ended l a s t  

June  30 were $ 2 4 6 . 6  b i l l ion- - two and one-half times P r e s i d e n t  
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Johnson's first  budget. Expected expenditures fo r  1 9 7 4  

w i l l  be i n  t h e  o r d e r  of $ 2 7 0  billion, Why i s  t h i s  of concern? 

--In t h e  p a s t  t h r e e  y e a r s ,  w e  have accumulated 
new d e f i c i t s  t o t a l i n g  more than $60 b i l l i o n  
c o n t r a s t e d  wi th  $58 b i l l i o n  i n  t h e  e n t i r e  
p r i o r  10-year pe r iod .  

--In t h e  1 3  y e a r s ,  1 9 6 1  through 1 9 7 3 ,  w e  had 
a budget s u r p l u s  i n  on ly  one year--and t h a t  
w a s  a s m a l l  one .  

--The Congress has b e f o r e  it c u r r e n t l y  a b i l l  
which would i n c r e a s e  t h e  Federa l  d e b t  l i m i t  
t o  $ 4 6 5  b i l l i o n .  

--When S t a t e  and l o c a l  expend i tu re s  a r e  added 
t o  t h o s e  of t h e  Federa l  Government, t h e  t o t a l  
r e p r e s e n t s  over one - th i rd  of t h e  Nat ion ' s  Gross 
Nat iona l  Product .  

--In r e c e n t  y e a r s  t h e  governmental sector of 
t h e  American economy has been growing twice 
as f a s t  as t h e  p r i v a t e  sector. 

S t a r t l i n g  and sober ing  a s  t h e s e  f a c t s  may be ,  t hey  do n o t  

t e l l  t h e  whole s t o r y .  More important  i s  t h e  f a c t  t h a t  n e a r l y  

th ree - fou r ths  of t h e  c u r r e n t  budget is f i x e d  by l e g i s l a t i v e  

mandate o r  earlier d e c i s i o n s  f o r  such programs a s  Medicare, 

urban renewal, farm s u b s i d i e s ,  and t h e  completion of defense  

c o n t r a c t s .  

I t  appears  t h a t  t h e s e  same cond i t ions  w i l l  o b t a i n  f o r  

1 t h e  f u t u r e .  The O f f i c e  o f  Managenent and Budget has  e s t ima ted  

t h a t ,  if economic cond i t ions  are good and w e  ach ieve  an unemploy- 

ment r a t e  of 4 pe rcen t ,  presen.t t a x  laws should gene ra t e  about 

$70 b i l l i o n  i n  new Federal revenues i n  t h e  nex t  fou r  yea r s .  

Y e t  a l l  except  $5  b i l l i o n  of t h e  amount, according t o  t h i s  

estimate, w i l l  be r equ i r ed  t o  pay for  t h e  growth i n  t h e  c o s t  
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of e x i s t i n g  programs p lus  t h e  new ones which t h e  P r e s i d e n t  

has recommended t o  t h e  Congress. 

Conversely, i f  economic cond i t ions  are less favorab le ,  

t h e  revenue growth w i l l  be  lower and expendi tures  f o r  programs 

such a s  unemployment compensation and p u b l i c  a s s i s t a n c e  w i l l  

be  h igher .  

An i l l u s t r a t i o n  of t h e  e x t e n t  t o  which expendi tures  

become "fixed"--or a s  some people  p r e f e r  t o  c a l l  it "uncon- 

t r o l l a b l e " - - i s  r e f l e c t e d  i n  t h e  Federa l  expendi tures  fo r  programs 

which suppor t  t h e  income of i n d i v i d u a l s ,  such as  v e t e r a n s '  

compensation, m i l i t a r y  r e t i r e m e n t ,  r a i l r o a d  r e t i r e m e n t ,  and 

S o c i a l  S e c u r i t y .  These programs, which t o t a l e d  less than  

$ 4  b i l l i o n  i n  1 9 5 0 ,  grew t o  n e a r l y  $17 b i l l i o n  i n  1 9 6 0 ,  t o  

n e a r l y  $50 b i l l i o n  by 1 9 7 0 ,  and t h i s  yea r  are es t imated  a t  about  

$82  b i l l i o n .  I f  one w e r e  t o  add o t h e r  income suppor t  programs, 

such as p u b l i c  a s s i s t a n c e ,  housing s u b s i d i e s ,  s t u d e n t  l o a n s ,  

and f a r m  p r i c e  suppor t s ,  t h e  i n c r e a s e  s i n c e  1 9 5 0  is more than  

t e n f o l d  and r e p r e s e n t s  about  4 0  percen t  of  t h e  t o t a l  budget.  

These programs a r e  n o t  on ly  p o l i t i c a l l y  s e n s i t i v e  and hard t o  

modify b u t  become h igh ly  impor tan t  i n  consumer income and, 

hence,  have an i n c r e a s i n g l y  impor tan t  e f f e c t  on t h e  economy. 

This  s i t u a t i o n  i s  t h e  r e s u l t  of  t h e  m o s t  dramatic  growth 

i n  non-defense spending programs i n  t h e  past  1 0  y e a r s  which 

w e  have experienced i n  r e c e n t  h i s t o r y .  These programs genera ted  

i n  both t h e  execu t ive  and l e g i s l a t i v e  branch f l o w  t o  a l a r g e  
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e x t e n t  from t h e  growing p r e s s u r e s  of a s o c i e t y  which i s  

becoming i n c r e a s i n g l y  urbanp i n c r e a s i n g l y  complex, and 

i n c r e a s i n g l y  dependent upon government to provide t h e  s t imu lus  

f o r  employment and economic growth. It  i s  also t h e  r e s u l t  of  

a p o l i t i c a l  system and a p o l i t i c a l  environment i n  which t h e  

execu t ive  and t h e  l e g i s l a t i v e  branches of  t h e  Fede ra l  Government 

have been vying f o r  p o l i t i c a l  advantage by suppor t ing  more and 

l a r g e r  programs wi thout  f a c i n g  up t o  t h e  r e a l i t y  t h a t  such 

programs can only  be  f inanced  through new t a x e s  o r  new borrowing. 

I say  t h i s  i n  p a r t  t o  demonstrate t h e  fact  t h a t  it i s  imposs ib le  

t o  c o n t r o l  o r  s u b s t a n t i a l l y  i n f l u e n c e  t h e  budget i n  t h e  t i m e  

framework of  a s i n g l e  year. 

a c t i n g  on t h e  Budget each y e a r  are l a r g e l y  a t  t h e  mercy of  

d e c i s i o n s  made i n  p r i o r  yea r s .  Between 70  and 80 p e r c e n t  of 

t h e  o u t l a y s  t h i s  yea r  w i l l  r e s u l t  from d e c i s i o n s  made l a s t  

yea r ,  t h e  yea r  be fo re ,  and t h e  y e a r s  defore t h a t .  

The P r e s i d e n t  and t h e  Congress i n  

That  is  why i t  i s  necessary  fo r  t h e  P r e s i d e n t  and t h e  

Congress t o  g i v e  greater a t t e n t i o n  t o  t h e  long-term e f f e c t s  of 

f i sca l  and program d e c i s i o n s .  That is  why Congress i s  moving 

b e l a t e d l y  t o  set up new machinery t o  review t h e  Budget as a 

whole,  t o  e s t a b l i s h  n a t i o n a l  p r i o r i t i e s  among d i f f e r e n t  p a r t s  

of t h e  Budget, and t o  look a t  t h e  longer-range impl i ca t ions  

of spending dec i s ions .  

A P r e s i d e n t ' s  Budget i s  n o t  "holy w r i t . "  I t  is  made up 

of compromises and always has been. It i s  a p o l i t i c a l  document, 

an economic p l an ,  and a n a t i o n a l  s e c u r i t y  p lan .  Assumptions a 
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President uses to justify his revenue projections may be 

o f f  the mark depending upon the political year he is in, or 

whose economic advice he listens to. But his Budget does 

have a rationality that all of the appropriation and authorization 

bills at the end of the year, singly or added together, presently 

do not have. 

Can the present congressional actions add up to a 

rational picture? Should they? 

There are 13 appropriation subcommittees, each with a 

high degree of independence. Each is constituent-conscious 

and not about to have another committee or the Congress as 

a whole tamper with its work. 

Significantly the power of the Appropriation Comdttees 

has eroded to the point where it now reviews only 45 percent 

of the Budget. The remainder is controlled by the legislative 

Committees or by mandatory provisions of law. 

This situation may change, for the better. In legislation 

enacted in the last session that increased the debt limitation 

temporarily, the Congress also established a Joint Study -i I .  , 

c, Committee on Budget Control. 

Its report came in April. 

The Committee was chaired jointly by the ranking majority 

members of the Appropriations and Ways and Means Committees-- 

Representatives James Whitten of Mississippi and A1 Ullman 

of Oregon. They were able to o b t a i n  the unanimous support of 

all the Committee's 32 members. 

-6- 



Here are the pi_fncipal conclusions.  There should be: 

--A legislative budget committee Fn each body 
of Congress, supported by a joint professional 
staff. It would have jurisdiction over all 
forms of Federal spending. 

--Overall ceilings for expenditures as well as 
all authority to obligate for future expenditures. 

--A recommendation to and action by Congress, 
as a whole, as to debt and tax policy in the 
light of an expected budget surplus or deficit. 

--Ceilings to cover not only appropriations measures, 
but also "back door" spending through the 
legislative committees. 

--Ceilings allocated to individual committees and 
subcommittees. 

--Analyses made of existing and proposed legislation 
to project long-range costs, three to five years. 

After months of hard work in both the House and the Senate, 

committees have completed drafting measures to.carry out the 

essential features of the report issued last April. While they 

differ in certain respects, the fundamental concepts of the 

report of the Joint Study Committee have been retained in both. 

In addition--a recommendation not included in the report-- 

both would have the fiscal year begin October 1, thus making 

it possible to complete action on appropriations before the 

beginning of the fiscal year rather than having the Government 

operate, as it must today in many areas, on costly and disruptive 

continuing resolutions carrying over spending authority from 

the previous year. 

This proposal represents the most hopeful sign of fundamental 

fiscal reform in more than 50 years. It is legislation which 
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i s  v i t a l  i f  w e  a r e  t o  have confidence t h a t  t h e  Congress i s  

a c t i n g  i n  a r a t i o n a l  and r e s p o n s i b l e  way--in dec id ing  no t  

on ly  what t h e  t o t a l  budget should be b u t  a lso t h e  p r i o r i t i e s  

w i t h i n  t h e  t o t a l .  

I a m  s u r p r i s e d  t h a t  t h e  proposa l  has  no t  had more p u b l i c  

suppor t  than it appears  t o  have rece ived  t o  d a t e .  I t  i s  

l e g i s l a t i o n  which deserves  your a c t i v e  suppor t .  

INCREASED CONFIDENCE IN THE EFFECTIVENESS 
AND MANAGEMENT OF GOVERNMENTAL PROGRAMS 

Important  a s  g e t t i n g  b e t t e r  c o n t r o l  of t h e  budget t o t a l  

and p r i o r i t i e s  w i t h i n  t h e  t o t a l  may be--we should n o t  l o s e  

s i g h t  of t h e  importance of g e t t i n g  o u r  money's worth from o l d  

and e s t a b l i s h e d  programs. All too f r e q u e n t l y ,  i n  any o r g a n i z a t i o n ,  

t h e  tendency i s  t o  look a t  t h e  increases- - the  add-ons--rather 

t han  whether economies can be achieved by making p r e s e n t  programs 

work be t te r ,  by making them less c o s t l y ,  o r  by e l i m i n a t i n g  

them e n t i r e l y .  

I t  has  been sa id  t h a t  t h e r e  is nothing more was te fu l  t han  

doing something e f f i c i e n t l y  which should n o t  be done a t  a l l .  

The Senate  budget reform b i l l  proposes t o  l i m i t  budget a u t h o r i t y  

f o r  new major programs t o  t h r e e  yea r s .  E x i s t i n g  programs would 

e x p i r e  a t  t h e  end of t h e  f i f t h  y e a r  a f t e r  enactment of t h e  

budget reform b i l l .  

l a t i o n  t o  approve t h e i r  ex tens ion .  

t o  provide f o r  r e e v a l u a t i o n  of t he  need f o r  programs and closer 

congress iona l  o v e r s i g h t  o f  t h e  e f f e c t i v e n e s s  of these programs. 

Thus Congress would have t o  e n a c t  - new l e g i s -  

The o b j e c t i v e  of cour se  i s  
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The General Accounting O f f i c e ,  which t h e  Comptroller 

General heads,  p lays  an  importafit p a r t  in t h i s  process  and 

would p l ay  an even more impor tan t  p a r t  should t h e  budget 

reform l e g i s l a t i o n  be enacted.  S t a r t i n g  i n  1 9 2 1 ,  t h e  GAO 

was p r i m a r i l y  concerned w i t h  a s s u r i n g  t h e  Congress as t o  t h e  

l e g a l i t y  and f i sca l  i n t e g r i t y  of Federa l  expendi tures .  Later 

on, t h e  GAO became i n c r e a s i n g l y  involved i n  ways i n  which 

Federa l  programs could be  carried o u t  more economically and 

more e f f i c i e n t l y .  S t i l l  more recently--encouraged by t h e  

Congress through l e g i s l a t i o n  which d i r e c t e d  GAO t o  make s t u d i e s  

of costs o f  programs i n  r e l a t i o n  t o  t h e i r  b e n e f i t s - - i t  has  

become deeply concerned wi th  b a s i c  ques t ions  of whether t h e  

programs are working as they  should,  whether t hey  need modifi- 

c a t i o n  t o  make them work b e t t e r ,  and whether t hey  should b e  

expanded, c u t  back, o r  d i scont inued .  

From where w e  s i t ,  it appears  t h a t  bo th  t h e  execu t ive  

and l e g i s l a t i v e  branches of ou r  Government have been more 

concerned wi th  s t a r t i n g  new programs than  wi th  making c e r t a i n  

t h a t  t h o s e  w e  a l r e a d y  have a r e  working s a t i s f a c t o r i l y  o r  could 

be improved. 

This  p o i n t  is  i l l u s t r a t e d  by a s t o r y  of an e l d e r l y  l ady  

who w a s  t a k i n g  he r  f i r s t  a i r p l a n e  r i d e .  She w a s  s i t t i n g  nex t  

t o  a m i n i s t e r .  The a i r  became very t u r b u l e n t .  She w a s  q u i t e  

f r i g h t e n e d  and s a i d  t o  t h e  m i n i s t e r :  "You a r e  a man of God. 

C a n ' t  you do something about  t h i s ? "  H e  sa id ,  "Sorry,  l ady .  

I a m  i n  sales. I a m  n o t  i n  management." 
s 
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Too often those in government are concerned too much 

with sales rather than good management. 

I want to emphasize that our purpose i n  GAO is no t  so l e ly  

to reduce the cos t  of managing programs; we are equally concerned 

with developing recommendations to make them work better. We 

have been reviewing programs to provide better consumer protection, 

to provide better housing, for improvement in safety, conser- 

vation of scarce energy and raw materials, and so on. 

GAO has a professional staff of more than 3,300 with 

backgrounds in many fields--engineering, economics, accounting, 

industrial management, business administration, systems analysis, 

law, and many others. Increasingly we call upon outside experts 

as consultants and we have drawn heavily on the experience of 

private industry and nonprofit organizations. 

Perhaps I can best illustrate how we do our job by citing 

a few examples illustrative of more than 1,000 studies which 

we have under way at any given time either at the request of 

Congress or at our own initiative covering a wide range of 

Federal activities. 

In the field of housing, we have issued over 100 reports 

in the last 3 years, including reports on model cities, low-rent 

public housing, urban renewal and mortgage insurance. Here 

in Detroit our regional office has played a major part in 

several of these studies. I s h a l l  mention just two. 
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The first was a nation-wide evaluation of the homeownship 

subsidized mortgage insurance program in which we were concerned 

with finding ways to improve the effectiveness of the program 

and reduce its costs. 

What did we find nationally? 

--Houses with significant defects affecting 

the safety and health of the occupants were 

insured under the program. 

--Mortgage defaults were a major problem which 

could result in additional costs of $532 

million to the taxpayer. 

--Over $1 billion could be saved if this program 

were financed through Government borrowing 

rather than through private lenders. 

What did we find in Detroit? 

--Overall, the insuring programs--both subsidized 

and nonsubsidized--for low- and moderate-income 

families are failing. 

--Efforts to counsel homebuyers had begun, but 

the pace needed to be quickened. 

--Efforts to curb high speculator profits needed 

to be improved. 

--As in the nation-wide review, substandard houses 

were being insured because significant defects 

were overlooked by HUD appraisers and HUD 

management was not adequately monitoring the 

appraisers' work. 
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Here are some examples of the defects overlooked: 

--Roofs in very poor condition. Many had 

rotted roof boards and required removal 

of two or three layers of shingles. 

--Electrical systems needed extensive work 

or complete replacement. 

--Plumbing generally in poor condition. 

Many drain pipes were rotted and leaking 

and faucets had practically no pressure. 

--Porches and steps badly rotted and had 

to be completely rebuilt. 

What has happened since our evaluations? 

--In January 1973, HUD announced a mora- 

torium on its subsidized programs until 

it completed a comprehensive study of 

the Federal housing policy. 

--In September 1973, the President out- 

lined a new housing policy which empha- 

sized a shift from subsidizing the 

construction of new housing to providing 

direct cash assistance to families needing 

decent housing. GAO is currently assessing 

HUD's early experiments on this new approach. 

Let's take another example: 

The Code Enforcement Program of the Federal Government is 

obviously important. It is designed to stimulate communities 
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in combating housing deterioration by adopting local code en- 

forcement. Detroit was one of 29 communities included in our 

review of this program. What did we find? 

--Housing deterioration and decay have not 
been arrested because communities have not 
enforced housing codes effectively. 

--The objectives of the program--preventing 
the spread of blight and preserving good 
neighborhoods--could have been better ac- 
complished if HUD had approved projects 
only in neighborhoods where housing was 
basically sound and could have been re- 
stored by enforcing codes. 

--Much of the spending for public improve- 
ments (paving streets, repairing sidewalks, 
etc.) was questionable because the improve- 
ments had little impact on achieving the 
program's primary goals. 

What has happened since our evaluation? 

--In January 1973, HUD announced termination 
of the program rather than attempting to 
take corrective action. 

--In April 1973, the President submitted a 
proposed bil1,entitled "The Better Com- 
munities Act," to the Congress which would 
provide $2.3 billion of shared revenues to 
cities, urban counties and states for com- 
munity development activities. The Code 
Enforcement Program is one of the several 
HUD programs to be carried out through this 
proposed Act. 

In citing these illustrations my purpose is to underscore 

the need for continuing evaluation of the effectiveness of all 

programs and to make sure that they are modified when they do 

not serve the objectives for which they were designed. 

I could cite many other illustrations of reports of our 

Office. In recent months, for example, we reported on the 

following matters: 
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--How improved market analysis can increase 
United States exports. 

--Effectiveness of Narcotic Addiction Treat- 
ment and Rehabilitation Programs in 6 
metropolitan areas. 

--Four studies focusing on the operations of 
AMTRAX. 

--A series of reports recommending improve- 
ments in the operation of the Postal Service, 
including Detroit only last month. 

--A major study, at the request of the Congress, 
on ways to reduce the cost of construction, 
operation and maintenance of hospitals as 
one way of lowering the cost of medical care. 

--Ways to reddce the cost of food distribution 
to the needy. 

--Ways to reduce the costs of awarding nego- 
, tiated contracts by the Defense Department. 

--Use of revenue sharing funds by State 
Governments. 

We report on these matters and others like them to the 

Congress and to the public month after monthd year in and year 

cut. A s  you can readily see, some reports get down to the 

nitty-gritty problems in Government management. Some are more 

important and more complex and more interesting than others, 

but they have one thing in common. They all require the effort 

of capable and objective people. Importantly, all affect you 

directly as taxpayers. Many of you are adversely affected 

when Federal programs do not work as they should. 

INCREASING CONFIDENCE 
IN CAMPAIGN FINANCING 

You may wonder why I have included the topic of campaign 

financing along with the two subjects which I have just d i s -  

cussed. To me the answer is an obvious one: Few things have 
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done more to reduce confidence in the administration of Federal 

programs and in the credibility of Government than the problems 

associated with the 1972 national campaign. I mention it also 

because the General Accounting Office has responsibility fo r  

the administration of two major laws dealing with this subject. 

The Federal Election Campaign Act which became effective 

April 7 of last year had as its primary objective the disclosure 

of campaign contributions and campaign expenditures in excess 

of $100. This law was a quantum jump forward from the old 

Corrupt Practices Act which President Johnson once described 

as "more loophole than law." The law placed on GAO the respon- 

sibility f o r  administering the provisions relating to Presidential 

campaigns. Officers of the Senate and the House have had sim- 

ilar responsibility with respect to candidates for the t w o  

Houses of the Congress. 

There have been many problems associated with the adminis- 

tration of this legislation. Not the least of these problems 

was the tremendous pressure to contribute prior to April 7 in 

order to avoid public disclosure of contributions and expend- 

itures. GAO has been limited also by the fact that it has had 

no subpoena power to obtain information and no way to make 

certain that violators are brought into the courts of justice. 

' For these we have had to rely on the Department of Justice. 

Even so, on balance, we would agree with most people that the 

law was a major milestone in campaign financing reform even 

though most would also agree that it does not go far enough. Witness 
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to this is the large number of 

Congress, the new and stronger 

bills introduced in the present 

bill already passed by the Senate, 

and the current hearings by the Ervin Committee on the subject 

as a part of the Watergate investigation. 

Probably less well known is the fact that the GAO has 

responsibility for administering a law enacted in 1971 providing 

for a new method for financing presidential campaign beginning 

in 1976. This is the so-called "dollar check-off" legislation 

under which each taxpayer is authorized to designate one dollar 

of his tax to be placed in a trust fund for use--on a formula 

basis--by political parties supporting the Presidential can- 

didates in 1976. 

took advantage of the new law last April, allocating only $ 4  

million out of a potential $119 million. There are several 

reasons for believing that this privilege will be taken advan- 

tage of to a much greater degree in next year's tax returns; 

it is better known and the income tax form has been improved, 

for example. 

this at the present. 

Only about three percent of the taxpayers 

However, no one can do more than speculate on 

While there is no doubt that many improvements can be made 

in the present disclosure legislation and the Senate-passed 

bill would represent a substantial improvement, there is never- 

theless growing sentiment favoring a movement in the direction 

of public financing of political campaigns. No one would or 

could maintain that public financing is a cure-all or a panacea 

for our problems in this area. Most would agree, however, 

that public financing would: 

-16- 



--tend to make challengers and incumbents 
more nearly equalp 

--relieve the candidate of what Senator 
Humphrey once described as "the most 
demeaning, disgusting, depressing, and 
disenchanting chore connected with the 
pursuit of public office," 

--help focus both candidate and public 
attention on issues rather than money 
raising, 

--remove the contributor from pressure-- 
real or imagined--to contribute in ex- 
change for favorable governmental treat- 
ment. In the present climate the 
contributor, particularly the business 
firm or the trade association, may be 
placed in a highly unfavorable light 
irrespective of the motives for the 
contribution. 

There was a most significant column in The New York Times 

last week written by Charles W. Colson, recently of the White 

House staff, who resigned because of the Watergate affair. I 

should like to quote briefly from h i s  article. 

Perhaps some of us who have been in the eye 
of the Watergate storm can be forgiven if 
we look for a silver lining--if we suggest 
that out of the public turmoil and personal 
agony, there has emerged an historic oppor- 
tunity for long-overdue political reform. 

***Whatever may ultimately be determined 
about the guilt or innocence or moral worth 
of individuals, cannot we all agree that the 
time has come to take prfvate money and pri- 
vate gain out of politics? 

***I have these suggestions: (1) Public 
financing of political campaigns: No half- 
way measure like that now pending in Congress 
will suffice. Those who seek to corrupt 
will find loopholes in any purely regulatory 
statute Congress can draw. What is needed 
is a complete substitution of public for 
private financing. I know--and have made-- 
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many of the arguments against public 
financing. The most frequently heard 
is that it is unconstitutional. The 
answer to that is simple: amend the 
Constitution if need be. 

Or l e t  me quote a man more close at home here in Detroit, 

Henry Ford, Chairman of the Board of the Ford Motor Company, 

who last month said: 

The time has come to establish public 
financing of election campaigns f o r  Federal 
office on a direct, systematic and sub- 
stantial basis. Such a program would im- 
pose no great drain on the treasury. . . 
I am afraid that nothing short of a sig- 
nificant degree of public financing will 
get at the root of the problem. 

To go back a bit further, President Eisenhower, under whom 

I served for eight years, said that: 

We have put a dollar sign on public service, 
and today many capable men who would like 
to run for office simply can't afford to 
do so. Many believe that politics in our 
country is already a game exclusively for 
the affluent. This is not strictly true; 
yet, the fact that we may be approaching 
that state of affairs is a sad reflection 
on our election system. 

Significantly, on November 13, nine Senators, all of whom 

had supported individual public financing bills, got together 

on a proposal which has received widespread attention. The 

c bill was introduced by Senator Kennedy on behalf of five 

Democrats and f o u r  Republicans. The senior Republican involved 

is Senator Scott, the Minority Leader in the Senate. It has 

come to be known as the Kennedy-Scott bill. I do not have 

time to give you the details of the proposal in this brief state- 

ment. Suffice it to say that it builds on the dollar "check- 

off" system by providing that two dollars of each taxpayer 
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, 
liability automatically goes into the fund unless the taxpayer 

decides otherwise. Public funds would be mandatory, not optional 

as at present on political parties. It would extend to the 

primaries and not just the general election for President. And 

it would cover the general election expenses for candidates for 

the Congress. 

Equally important, the concept of the bill is to make the 

fund available only for matching of small contributions of $100 

or less and only when these small contributions add up to a total 

of $100 thousand. While amounts above $100 would not be matched, 

private contributions of $3,000 would be allowed. 

The proposal incorporates many features which should have 

widespread acceptance in both parties and by the American public 

generally. 

A l l  of you must have been impressed, as I was, with the 

fact that the Gallup Poll for September 29 indicated that 65 

percent of the American people favor public financing of political 

campaigns. Surely, we can all agree that confidence in govern- 

mental affairs should increase as the base of financial support 

for those elected to public office is broadened and as sus- 

picions are removed from candidates--as well as contributors-- 

as to their motives in the support of the ever increasing cost 

of political campaigns. 

Roscoe Dmmmond put it succinctly in the Christian Science 

Monitor recently when he said: "Just as Government itself is 

financed by public funds, so the elections which produce the 

Government should be financed by public funds." 

# # # 
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