Chapter 4

Public Funds:

Dollars and Sense

nother component of the Campaign Finance Program is the distribution of
% public matching funds to those candidates who can demonstrate meaningful

suppor in the form of contributions from their communities. The payment of
pubilic funds is an cssential part of the Board's mandate 1o “teve] the playing
Field,” enabling candidates of limited fnancial means © wage maore effective
campaigns against candicdates with sinong belses af financial support.

Although the injection of neutral public funds into 3 given race cin NCrEAse commpedi-
Civeness., it is not necessarily a decisive factor. Moreover, the 1995 elections posed difficult
questions absout the structure of the Program's threshold requirements ancl provisions for
“homues” matching (when a pacicipant faces a well financed non-participanty. Were the
threshodd requirements oo demanding, prevenling some viahle candidates from obtaining
public funds? And was two-for-one mateiung sufficient to counter the financial advantige
enjoyed by non-panicipants in “bonus’ situaticns?

The DMstribution of Public Funds in 1993

The 1993 clections were the third regulady
secheditled elections in which the Campaign Finance
Board distribured public marching funds. Approximately
$6 million was paid o 63 pamiclpants.! {See Figure 4.1
This figure would have been some $700,000 higher If
funds had not been withheld for invalid matching claims
and non-compliznce, 10 1993, candidasies for the olfice
of City Council member had the highest percentage of
matchable contributions {69 percent), and candidates for
mayor had the lowest (28 percent)

Hy way of comparison, in 1589, 3G paricipants
received approximately $4.5 million, and. in 1991, when
there were races for City Council only, aboant $2.6 million
was distributed 10 113 paticipants.
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Figure 4.1
1993 PUBLIC FUNDS PAYMENTS BY OFFICE

2,

Although in 1993 the Board distribored more money than in any single election in its
five-ycar history, this was stll considerably less than was originally anticipated. In 1088, it
was [orecast that candidates in the 1989 elections might qualify to receive as much as $28
mllicn in public funds. It is now clear that the cost of the Program to the City of New York
is Far less.

The amount of money [distribimed through the Program| is — in
the budget of New Yorl City, the amount of maney i infinicesi-
mal. Yoo can't find it 1e's a percentage of a percentage of 2
percentage of a percentage. — Rudolph Giuliani®

Public Funds and Competition, Based on candidates' own testimony, public funds
have had a significant impact on many campaigns.

Public funds may have contributed to campaigns’ competitivensss ar the citywide
level. Altogether just under two-thirds of zll participaring citywide candidates qualified o
receive melching funds and, in New York City's expensive media rmarket, the value of these
funds should not be understated. At the borough president and Council levels, public funds
recipients were also stronger candidates.’ Although mast Council candidates receiving
public funds were in somewhat closer contests, the impact of public funds may have been
greatest on staller campaigns.” Defining “smaller” a8 any campaign in which total contribu-
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Fact Sheet 4.1
PUBLIC FUNDS BY ELECTION
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tons or spending in the 1993 elections did nor
cxceod £30,000 (the criterion used in the Acr o
determine whether a non-participating Council
candidare has tigpersd the bonus matching cate
for 2 participating candidate), the effect is pro-
nounced, particularly in the general election.
Smualler Council campaigns qualifying for public
funds payments received a median of 33 percent
aof the votes, compared with only 11 percent to
those candidites who received no public funds.”

But not all competitive candidates received
public funds. At the Council level, the only two
candidates 1o defeat incumbents were non-pastici
pants.  And some Progrim paticipants who
receivied no public funds were also competitive
candidates — Rov Innis took abour 25 percent of
the vore in the Democratic mayoral primary, and
Atchuda Barkr walked away with almost one half
of all votes cast in the 415 Councl district pri-
marny,

The Threshold:
Too High, Too Low, or Appropriatc?

The Progrem establishes a “threshold” thar
pewrticipants must meet by demonstrating a basic
level of Anancial support in order to become:
eligible to receive matching funds, (See Faot
Sheet, Part 11, po 5.} This threshold reqguirement is
designed o prevent the disaibution of public funds w candidates who lack a base of popu-
tar support. If the threshold s ser oo high, serious candidates who lack sufficient nancial
support can be denied Funds, denying them the assistance that public funds are intended 1o
provicle,

In 1993, some candidates argued thar the Program’s threshold requirements are too
high, especially for the office of City Council. In her response 1o the Board's sost-election
questionnaire, Sandy Abby Aboulafia, a Coundl candidate in the 44th District primary, wrote,
“The matching threshold should be lowered w $3,000." Another responded, “The candidare
whe raised below $5,000 {the Giry Council threshold requirement] is not considered “serious”
by the CFB. In my case this is most interesting since my opponent spont twice thar amoant
to kmock me off lthe ballot).™

Dollar, Number, or Both? The threshold requirement is twolold, Candidates must
raise a mitimun pember of contributions from City residents (in the case of borough
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president and Council candidates, from residents of their own horoughs or districts, respec-
tively), and raise a minimum dollae amount. Although the Program matches contributions
bormeen $1 and §1,000, a contribution must e $10 cr greater @0 count towared the (duwesheld,
(5ee Fact Sheet, Part 1T, p. 5.0

Problems meeting the threshold are lkely w be greatest among Council campaigns,
where candidates have a relatively limited geographic base from which to draw most of their
financizl support. The threshold requirement is the same for all Council districts, but there
are ecnnoimic diflerences within the City which the threshold requirement docs not currently
tike into account. In some boroughs, the per capita income is subsantialiy below the Ciry
average Of about $16,000. In the Bronx, the per capitd income iz $10,535, the lowest of all
the bomoghs." In the 1ath Council District in the Bronx, incumbent Israel Roiz, Jr. odid not
meet the threshold, And in District 8 (which spans pant of upper Manhkattan ard the Bronx),
camdidates including incumbent Council member Adam Clayton Powell and challenger
William Del Toro had difficulties in meeting the threshold.  Incumbent Council member
Guillerme Linares of District 10 in Upper Manhattan met the threshold comparatively late in
the election cycle.™

Data analysis indicares
that geographic income
disparities, by affecting the
contribution pool upon
which candidares can draw,
may have 4 consiclerable
impact on some panicipants
ability to raise campaign
furids and o meet the
Program's threshold require-
mwent. ‘This 15 particulary
true of City Coungl candi-
dates, most of whom rety on
Iocal financial suppoa, For
example, in conieast 0
residents of the ather four
boroughs, Bronx residents
comribuie less, hath in
feerms ofF gross contriinetion
amount and as 4 percentage
of rotal contribetons, o Ciy
Council candidates from
sherir own boroagh More-
owver, the average matchable
conmmibution made by ooy
residents is lower than the
average matchable contribu-

“j believe the minimum contribution of
~ fifty people giving $10.00 should be
‘ lowered, perhaps across the board, but
certainly in districts where . . . the
‘incomes of the people are far lower. . ..
{Candidates in these] districts . . . depend
on smaller contributions and cash
contributions of low[er] amounts.”
— Council member Tom Duane'®
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tion made by resicens of the

other four boroughs, Figure 4.2

PERCENTAGE OF PARTICIPATING COUNCIL
CANDIDATES NOT MEETING THRESHOLD

by T ¥ - B

The highest percentige
of participating candidates who
died et meer the threshale for
the office of City Council was in
the Brosse Staten Island, by
contrast, saw all s City Council
candidates reach the threshold
requirements. (See Figune 42

Of those candidates not
meeting the threshold, about
half failed both aspects of the
threshiold test, meeting neither
the dollar nor the aumber
requirement, bul in some cases
the numeric threshold alone
posed a barrer that candidates
coulld oot overcome,"™ The 310
of-greater requirement played
an important role in these
instances, Sarndy Abdy
Aboulafia, a candiclate For
Brooklyn's 44th Council district
seal, complained that most of
her comtributions wene uncder
Slbin 1991, Ar the 1991 pos-
election Board hearings, Ms.
Aboulafia stated, “The [Act's
rexquirement] of only maiching
fundls $10 and over was devas-
[AnNg 1 my canpaign I 1
also pot dorations fotaling = SR o e i
81,400 in cash from contributions under $10 ., T missed out [on public funds] due o the
[Act] not matching donations under $10.7°%

Is the $10 requirement an unreasonable hurdle for candidates in some areas?  Results
for 1993 are equivocal, I contributions under $10 had been counted towsud the thiresiclid
requirement, it would not have made much difference w many candidates during the 1993
elections; the total wnount of iemized contributions from individuals Falling uncler $10 i
very small. 1F in the aggregate candidares do nat rely on small-clollar contributions, how-
ever, iy bath 1991 and 1993 there were campaigns that placed a disproportionare reliance on
under-510 comtributions, and reimoving the 8 10-and-over requiremen: might have hacl a
beneficial effect in these instances.
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Another aspect of the threshold reguirement applicable o Council cindidates is thaar
contributions counting toward the threshold number st originate from residents of the
candidate’s district. Bemoving this requirement would make things appreciably easier for
many campaigns. The effect, of course, would vary from horough o borough.  Allowing
comiributions from within the candidate's horough to count toward the threshold numbser
wiorild have increased the number of contributions actually received thar coald have quali-
fied For the threshold by over 100 percent for candickates in Manhattan, (ueens, and SLaken
1sland; by over 90 percent in Brooklyn: and by about 30 percens: for canclidates in the Bronx

Taken together, there do appear (0 be economlc disparities across different areas of
ther City that directty affect a candidate’s fund ratsing ability and his or her ability w meet the
threshold. The re-structuring of the Programy's threshold requirements contemplated in
Chapter 11 would go Far toward sedressing these inequitics

What Happens When Candidates Do Not Participate

The Campaign Finance Program is imended 1o fer candidates’ eas, rather than their
deep pockets, speak for them, and rthus w help them wage meaningful campaigns for public
affice, The Program distributes matching funds at an accelerated rate of two dedlars for
every one doliar rmised o a participant Facing a non-participating epponcnt who hs raised
or spent more than half the applicable expenditure lisnit {or 30,000 in the case of the City
Councild, In addition, expenditure limits on the participating candidate are removed." The
e for-one” rate is designed to protect participants against high-spending non-pamicipants
whise campalgns are nol censtrained by Program birmils.

Twr of the four candidates in 1993 who teceived the maximum amaount of public
matching funds for which they could become eligibie in an election received these funds at
the accelerated rwo-for-one rate. The bonus was triggered in four Council districts in the
primary election and three Councl districts in the peneral election, resulting in payment of
an additional 539,000 during the primary, and an additonal $7,500 in the general election.
I 1991, when the bonus was triggered much more often, il cost mxpayers about $500,000 in
additional public funds dishursed.”

By nat joining the Program, candidates often put themselves at a financial disadvan-
tage. Most non-panicipants in the 1993 elections woubd have come out shead Anancially
had they “opted in” 1o the Program: a review of non-pamicipants’ filings with the Board of
Flections suggests that an average of about 40 percent of these non-participants’ contribw-
tions woulkd have been matchable, ™

Bonus Matching: Is It Enough? In those mces for which candidates received
public matching funds at the two-for-one rate in the 1993 City Council elections, bonus
ratching wes very successtul,” but in 1993, the story was quite different.  {Anecdotal evi-
dence suggests that some candidates may now opt in to the Program o prevent their oppo-
nents from hecoming eligible For bonus matchiog, )
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OF the cight candidates who were eligible to receive funds at the two-for-one tae in
1993, three received no public funds because they did not meet the threshold requirement
ne participant caprured & very respectzble share of votes after receiving litde or nothing in
the way of mawhing funds. In ather maces, however, money may have been the deciding
tactor. And, while public funds in bonus districts did make up a high percemape of the
Pancls available 1o participating candidates, these funds did noo offser the financizl advantape
enjoyved by many non-panicipants.®

Iy the 1993 special election to Gl the 4th Coundll districr seat, Andrew Erlstoff loaned
himself §256,(64 in his race sgainst participant Jane Crotty, with a repeat performange in the
fall electian; altopether, Eristolf made abowl, 5643000 of his own resources avaitable o his
campstign. Croay was greatly oatspent in hoth races, despite the “honus® provision of the
Program, and fost the election. Despite her loss, Crotty felt thar she was assisted by the
Progrm, A representative of her campaign restified & the Board's post-election public
hearings that, *. . | the Program must be considersd a SUCCEss, a1 least from our point of
view. .. . But we are hoping that one day money will not determine who sits in the City
Council. " As discussed in Chapter 11, the Bourd is recommending an increase in the
bomus to overcome extreme disparities,

Public Funds aud Incumbent Advantage

The: Program matches contributions received from City residents and therefore
benefits those campaigns with superior fund raising capabilitics.  Are incumbents better able
to attract matchable contributions, and does the Program exacerbate incumbents financial
advantaue?

More public funds were distributed during the 1993 elections 10 non-incumbents than
ter incumbents, and public funds generally made up a considesably larger proportion of non-
incumbents' funds for some offices. Among citywide campaigns, incumbents and major
nen-incumbent candidates had roughly equal fund-mising capabilities. At the Council level,
however, incumbents mised about 32 million, compared to about $1 million for non-incum
bents. When thess totals are reduced o means per campaign, the typical Council incumbent
e about $51,000 in contriburions, compared to $20,009 for 2 non-incumbent.

As shown in Chapeer 2, incumbents tend to rely more on contributions from organi-
zational contributors, which the Program does nol match. Although non-incumbents ofien
Fight an uphill battle in fund raising, they place greatest reliance on individual, potentially
matchahle, contributions. To some extent, therefore, the Program mitigates the financial
advantage enjoyed by incumbents, as it enhances the value of the kinds of contributions on
wiich non-incumbents depend most. At the Council level, public funds boosted the average
incumbent's receipts by about 235 percent, compared with about 30 percent for non-incum.
Bents — thereby “teveling the playing field” 1o some extent, but tota! dollar amounts avail-
able to incumbents generzlly remained far in excess of what non-incumbents were able o
collect, The Board is proposing increasing the matching ete for smaller individual contribu-
tions, up o a lower maximum matchable amount per contributor, which would further
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enhance the benefits of raising contributions from individuals for all candidates. (See p.
122}

Conclhision

Puhlic funds play a major role i some campaigns. Although matching funds do not
immediately ranslate into votes, studies at the Congressional fevel have shown that challeng-
ere’ resources need not reach those of incumbenis in order to have a dramatic effect on the
competitiveness of 4 race.” Bur the $1.1 million distributed at the Council leved did not yield
a significant increase in competition, prompting the Campaign Finance Board to review the
Program's matching funds provisions and to recommend changes that would increase the
value of smaller contibutions from individual City residents, eliminate some barriers posed
by the threshold requirement, and give participants facing extremely well-financed, non-
participating opponents a bener chance of waging 4 viahle campaign.

(AR RN

The next chaprer describes how the Board has accomplished its public disciosure
nission.

NOTES

' One additional participant, Ernest Emmanuel, receives! paiblic fumds in anricipanon of 4 mce for Clry
Couneil; bowever, he was subsequenily knocked off the ballos

P ampaign Fingnce Bovrd 1993 Hearings, at 297 (estimony af City Councll candidare Alexander Seaberh
Campaign Fimance Board 1007 Hedvings, at B (esfunony of 1999 mavoedl candidise Rudelpl Giuliani).

* Among Councl candicizes, those reoeiving pubdic funds averaged 43 percent al the wote in their districos
i the primary, comgpared with 37 percent for candidates who i e receive public funds. o dwe general
glection, the differénee was even more pronounced: candidates receiving pulbslic furds received an average
of 63 percent of the voles, while those not recdving public funds recetved on averge of 39 percent. This
& not an unexpected linding, as many reciprents at the Councll level were incum bty

T O average, thase City Coun] races in which a candidate received pubdlic funds were more competithve
than fhose in which no candsdaze was paid. In the primary election, 0 those moes in which at leas one
candldate received public funds, the mean percenmge of votes to the winmer was il percent, companed o
a mwan of 60 percent to the winning candidate in faces in which o puhblic funds payments were nace. . &
similar pattern was evident in the general elecon: wWinners ook abxul 5 percent in rxces lockuding sl Jesel
ane recipient of public funds, compared 1o 85 percent frvr thwose In which ao public funds were dishumsed.

I proes in which at keast one candicate challenging an incumbent Council member wad paid, the
difference barween the mein percentage of violes was even greater. In the primary, the winner received
b 5% percent of th voce o such conicsts, compared w69 peroent in the mees in which no challenger
was paid by the Boand. Cleady, publicly-funded challengers were more Competitivie.

¥ The mediin was used instead of the mean, a5 the mean was “skewesd” by a fewr strong candidares with
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wnusuelly low fnancial activiey,
' Campaign Finawce Board 1993 Hearings, ot 318 destimony of City Council member Guillerma Linares),

Y Compaigr Fdrce Board 1993 Posr-election Surey (Sandy Abby Aboulafia, candidure for Ciry Couneil,
dlesrrict 44,

* Canptign Finance Board 1993 Post-elecrion Swney (Ellion Kramer, candidate for City Coungl, distric
4

* Dats provided by the U8 Census Burean, baged upon 1990 census nambers
I Linares received b first perymend from the Boand on Movernher 5, 1992

" Foc example, while contributlons frem Brooklyn ressdents make up ahout 680 percent of the togal
contribyticns recsived by Brooklyn Council cundidases, contributions from Bronx residents semaount b only
3} percent of the 1ol comtrbutions received by candicases lrom the Brome.  See p. 19,

o Campeigh Fincvcs Board 1999 Heastrgs, ar 246-247 frestimony of City Coungil member Tom Duaane,

* Hased on a rough approitarion of fnancial activity using unasdited das that incleded prrrticipants
submining marching clzims, whether or got they were on the ballor,  This analysis may not coincide with
thi acnsil pPerymEnt progess

" Campaign Fingace Soard 1997 Feorings, a0 536-340 {resimony of City Council candidare Saruly Abby
Aboalaria).

' Uncler the Program’s “honus” provisions, although the rate at which cartipaigns receive marching funds
8 deabled and the spending kit i removed, campaigns remain subject 1o the per-elecion “cap” on the
amount of pubilic fumds they can recetve.  See Fact Sheet, p. 5,

P New Yark City Campaign Finance Board, Windous of Onporturnity Campaige Finaace Reform ard S
Vewe CHy Coreticdl, July 1992 (heresfier Winalous of Ofporsering, 20,

# Based an an unaudived review of lnancial data submitted 1o the Board of Elections. As reporting
standarcs for non-participants are substantially different from deose applied o participants, this & & rowgh
approglmiion omly

* The average particlpant in 1991 had only 329,320 in contributions. compared to the average non
participant, who had $39.400. The average partoipant in 1991 recetved 324,200 In public funds, however,
bringing the total funds available o 593,500, encagh o offset any financial advasage held by mest nices-
panicipants, { Windons of Ofortunily, 28-290

* Archasdra Backr, ol Michaets snd Leon Nadeowski

! In the Tour benus disrics o the 1993 primary, mean ot contributions and kans o pamicpanis wers
524,000, while non-participants in these bonus districts had 20 average of $180,000. [n the general shec-
bon, participants received an average of $70,080 in contmbutians and loans, compared 53 5234000 for non-
partcipanls, Cleardy, public funds payreenis weould haee bad to have heen 5|,||::-:q;.|.|-_|ui.|]|_:.r higher o nawch
men-parncipans’ lnancisl resotrees,

= Campaign Fimance Boand 1993 Hearings. at 71-72 (estimony of Amold Kriss, Gity Council candidase
Jame Croy's campaian managerh

# See Michzel J. Malbin, “Campaign Finanee Reform:  Some Lesans bom the Data,* Boctofler Tstitute
Bt 1993, %051




Chapter 5

Disclosure:

1993 Innovations and Beyond

he New York City Charter mandates that the Campaign Finance Board receive
candidates’ campaign finance information and make it available w the public
it also redguires that the Board crease and maintain a computerized database of
campaign finance information that i accessible 1o the pubdic. But s public
access is only useful if the data are tmely, relevant, and accurate. One af the
Board's greatest challenges has been to report municipal campaign finance data quickly and
accurately in 4 way that the public can easily make nse of them.

of course, the Board's public disclosure and computerization mandares serve a
number of different purposes. In addition 1o providing rmw information that the public and
the press can track and evaluate, the computerized database allows the Bosrd o conduct
effective enforcement of the various Program requirements and 10 analyze the data so that
the Board can bener fulfill another of its mandates: 10 study the effects of the Program and
make recommendations for change. The detailed analyses of the preceding chapters would
have been impossible withow the existence of the Board's computerized database. For the
1003 elections, thess various puiposes were served with the use of culting-edge computes-
ized public disclosurs systems relying upon both mainframe and personaal computers.

The Campaign Finance Bouard is at the forefront of techaclogseal innovations fiste
disclosure and has become a resource for other jarisdictions, including the Federal Election
Commission, interested in the uses of this technology. Tts computer software for candidates'
filings, C-SMARTD (see below), has heen demonstrated at the 1993 Councll on Government
Ethics Laws conference. to the Faders] Election Commission, and to two ste legislanve
committiees, Sample copies have been distributed to over 25 entities representing 21 differ-
£l stales.

CFIS - The Backbone of Public Disclosure

The Campaign Finance Information System (“CFIS") is the Charter-mandated reposi-
tory of all fnancial disclosure informaton submitted o the Board. CFIS is a mmnframe
application that stores candidates’ financial infonmaion and allows the Board o mun bun-
dreds of public disciosure and analytic reports from the data. For the 1993 elections, some
160,000 contribution, loan, and expenditure records were entered onto CFI5. CFLS now

=
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oonfains 2 il of some 370000 records from the 1989, 19901, and 1993 elections, as well as
fromn the specal Ciry Council elections that took place in 1990, 1991, 1993, and 1994,

CFI5 was developed in the six months prior to the Program's implementation i the
1989 citywide elections.  This development cycle was exremely rapdd for such a compre-
hensive disclasure system, requinng a tremendous amount of work over a very short ime.
The system was designed to assist in the administration of the Campaign Finance Act, incled-
ing the payment of public matching funds, audit reporting, and public disclosure. For the
1991 and 199% elections, CUIS was retrofitted to conform 1o improvements in the Program’s
chisclosune forms, and significant enhancements made the svstem more flexible and “user
friendhy.”

Electronic Submiission - From Months to Days

Hard copy of candidares” filings has always been available immediately to the public
upem being received at the Board's offices.  During the 1989 elections, however, computer-
ized public disclosure reports containing contribution and expendilure transactions were not
issuedd untif after the general election.  This meant that the data were somelimes months old
by the time the compuierized repons were released 1 the public. During the 1991 clec-
tions, these reporms were issued three times: once before the primary election, once before
the general election, and once after the geneml election. In an effort 10 make candidates’
financial mformation available 1o the public as quickly as possible in computerized form, the
Board reviewed this disclosure process for ways o expedite it duclng the 1993 elections,

Data entry was found t© be one area in which significant improvements could be
made. Prior to the 1993 elections, all fnancial disclosure data were manually entered onto
the Board's computers, requiring exhaustive verification to cnsure that every iransaction was
enteresd into the database exactly as it was reported.  Initially during the 1989 elections, data
were entered into CFIS, then proofread to ensure accuracy, This process proved o be Labor
intensive and subject to time-consuming ercor, By the 1991 elections, the data entry SYSIEm
bad been modified wo provide key tevificarion, or the entry of each transaction twice by
different operators, after which any differences betweeen the two entries were reconciled
with the original. Because of this emphasis on accuracy, data entry was — and is — one of
the maost ime-consuming and expensive services performed by the Campaign Finance
Board.

To reduce osts and accelerate the process even [urther, while maintaining rdgonous
standards of accuracy, the Board devised an electronic submission process that allowed the
Board to “upload” data onto the mainframe and to bypass manual data entry.  Instead of
relensing detailed public disclosure reports months after a filing deadline, electronically-
subrnitted filings make it possible 1o produce public disclosure reports in a matter of days.
The Board developed a companion program o CFLS that reviews elecuonic submissions.
Omee a submission has successfully completed an initial “intake” process, it is uploaded onto
CFIS at a eate of abour 1,000 transactions every 10 minutes. By comparison, a data entry
operator enters about 1 trunsactions per minute and, as mentioned above, cach transaction
orust be enteved rwice.
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Data input is not only extremely rapid, but when performed electronically it is also
controlled by each individual campaign, which minimizes the chances of inadvertent data
entry errer. With electronic submissions, the Board was able w enter 67 percent of all
transactions immediately withour the need for data entry operatoss and the delay thar entry
error-checking involves, The remaining 33 percent were manually entered,

Acrepting disclosure information electronicatly greatly improved the Board’s abiliny to
fulfill its Charter-mandated disclosure functions. The Board offered candidates interested in
filing electronically two options: they could either use the Board's own candidate software or
develop their own software packages.

Making Electronic Disclosure Easy: C-SMARTO

In Apeil of 1992, in response o overwhelming requests from candidates who partici-
paied in the Program during the 1991 elections and an amendment 1o the Campaign Finance
Act, the Board hegan developing o computer program that would allow participants to file
their disclosure statements electronically: C-SMARTD CCandidate Soltware for Managing Ard
Reporting Transactions™), During the 1993 elections, it was used by 45 pamicipating <am-
paigns 1o disclose about 30,000 mmansactions, (see Figure 5.1.)

How C-SMARTD was developed. The first phase in the development of C-SMARTD
entailed interviews wilh various campaigns in an efforl o pinpoint the essential features that
wonld make the program useful. One of the main goals in this fire phase was 1o design one
program that would accommeodate the complexities of large campaigns and yet be sulll
clently user-friendly for smaller ones. The Board was able 1o develop a prototype of
CSMARTE in time For the 1993 [Gth Comneil District Special Election, Bdward Stevens, the
treasuret for candidate Tane Crotry, was one of the fist 1o use . He commented, [ frmanel it
very helpful, very understandable | . T can't sy enough abouat il J*

Features/ Advantages. C-SMARTE currently supposts over 90 percent of the data
eniry reporting teeds of a campaign and, in conjunciion with other Board efforis, goes 4
lomg way toward casing candidates’ reporting burdens. The Campaign Binance Program's
disclosure forms are accepted by the New York City Board of Elections, C-SMARTO-gener-
ated forms — vinually identical 1o their printed counterpars - are also accepted by the
Board of Elections, Because candidates are required by State kw o report their financiat
activity to the Board of Elections, this sighificantly reduces the reportieg burdens of
CAMARTE users 1o mr'q_-r.-i:ghl. AZEenCics.

CSMARTD ity Files are in a formas that is accepred by a wide varicty of software
packages, This allows candidates o use C-SMARTD data for ather campaign functions —
for example, printing mailing lists of contribuiors’ names and addresses ro send them letters
and other campaign materials, C-SMARTE also has a bullt-in help Facility that gives the user
om-screen advice withour having to refer o 2 manual. The C-SMARTS user guide conlams
detailed instuctions andd @ tmorial
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C-SMARTE has many advantages over handwritten disclosure forms. Most important,
L-AMARTE makes il easler for campaigns o comply with the Program’s requirements, 1r is
dhesignedd o warn of possible violations in three maein areas: over-the-limic contributions,
contribiions missing employer information, and invalid matching claims, {Aliogether, there
are 13 different renscns C-SMARTE can give for identify-
g 4 transaction as potentially invalid for matching )
This allows the campaigns to spot and comect many
problems before their disclosune sttements are subamie-
tecl o the Board, Those campaigns filing electronically
hael o notiveably lower rate of invalid matching claims
than those campaigns filing by hand

C-SMARTE also standardizes names and ad-
dresses, Upon entering a new transaction, the program
searches to determine whether the same contribunon’
paver has already been emered, The dambase is cross-
referensed for all schedules, so the user never has 1o
enter the sime name information twice. C-ASMARTE allows campaigns to keep truck of
contribution tetals by autematically aggregating contributions From the same source, mini-
mizing the calculation errors 1o which manual tracking is prone. C-SMARTD also produces
severzl special reports which can assist candiduales in managing their campaigns.

Training/ Sapport. Candidates were introduced o C-SMARTS through the Boand's
community “outreack” effors (see Fact Sheet, p. 114), and by mailings to interested parties.
C-AMARTE was availabie, free of charge, 1o all participants in the Campaign Finance Pro-
gram. Candidates were enthusiastic about the free, on-site raining, and the Z4-hour-a-cay,
seven-cay-a-week telephone help line Boand staff maintained during the election. Results of
the 1993 post-election survevs showed that the vast majority of users who responded, 71
percent, thought the software was “very helpful” or “helptul.” Most users agreed: C-SMART®
macle their job easier. The Board considercd C-SMARTE 1o be one of its bigpest successes
in the 1993 elections.

The Future of C-SMARTE, As noted above, C-SMARTE cumrently processes ahout
a0 percent of the typical campaign's data entry reporting needs.  Disclosure schedules A and
B (monetary and in-kind contributions), D (refunds), E fexpendinure payments), and N
{inrermedsary information) are all avaikible in C-SMARTES. The next veesion of the software
will imclude all the required schedules. The Board is also exploring the possibility af provid-
ing “name” files of contributos from CFIS for prospective C-SMARTE users o they will not
have to re-enter their data [rom past campaigns,

On Their Own - Alternate Format
Some large citywide campaigns did not want o abandon their own, pre-existing

computer software, and wanted instead 10 use it 1o generae their flings.  Although, as
Figure 3.1 shows, these campalgns made up only eigh percent of the Program's participants,
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Figure 5.1
PERCENTAGE OF CANDIDATES
USING EACH DISCLOSURE METHOD

. nhemate Farmat*

- "Four candidates used mm C-SMART and an alternats [urm_a;[ for disciosure. Bacauss
- mostat their ransations were reported using an alitermals formal, these candidates are
_ represantad in the Alternate Format categary. ;

they reported roughly ane-half of all ransactions disclosed by campaigns for the 1993
clections,

Thuse campaigns submitting electronic disclosure using “alternate fonmats™ had o
follow serict puidelines and obtain written approval from the Boand. Before penmission was
granted, these campaigns had 1o provide a sample disketie containing the electronic data
files to be uploaded, which were required o adhere precisely o the C-SMARTE file formats.

The Board's rules requite the rejection of any [ilings not mecling this standard.
When the Board discovered thar campaigns using alternage formats were having consider-
alle difficulty complyving, the Board modified its procedures to ofter them the Gppormunity 10
have their filings reviewexd by Board salf several days before the submission deadline.
These pre-submisson reviews were eccessful in citching many of the common filing
problems in time for the campaigns to nrke comecions Often, however, problams with an
ahernate format Gling could not be detected until after the deadline, holding up thie clisclo
sure process and in some cases causing the delay of public funds payments, Tn an addi-
linhal measure [0 assist campaigns using alternate formats, the Board provided software
enabling them to print information from their software in the requined format,
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Figure 5.2
PERCENTAGE OF TRANSACTIONS
REF'DHTED BY DISELDSURE METHQD

"

Every Flavor of Public Disclosure

An imporant oimeome of the Board's elfons o encourage and facilitate electronic
submission was the quick and easy availability of inancial disclosure data 1o the public. The
Board makes candidates” disclosare submissions — copics of the actual disketes filed by
campaigns and paper forms — available o the public within 48 hours of each filing dead-
fine, CThe Board releases information for alf candidates For a a prrticutar oflice simulea-
recaisly. ) Providing copies of diskettes was o new service performed by the Board in the
1993 elections, made possible by the widespread use of alternate formar and C-SMARTS
clectronic filing.  After the Board entered and oploaded this dara onto CFIS (2 week 1 two
weeks after each deadline), the da were released in several compitenized paper public
disclosure repoars. These repons were ﬂry.?,'.-lrLi;-:r:LI in a variety of ways o Bcilitate the track
ing of paricipating candidates’ financial data

Electronic versions of fnancial disclosure data were requested by the press, stidents,
educators, campaigns, and members of the public, (The Board, of course, continually
scrulingzes these data once they are uploaded oato CFIS as part of itz ongodng audit and
enforcement process; see p. 102 The press and the campaigns themselves were especially
interestedd in studying sources of contrihurions. Because the electronic version of the data
could easily be loaded into a variety of databases and siatstical compuier systems, it was
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especially well suited to this application. What would take hours, if not days, to accomplish
using the paper disclosure reports could be done in a matter of seconds using the electronic
data.

Based on frequency of use, one of the most popular forms of public disclosure
remains the computerized paper reports that the Board makes available during an election.
These reports are pre-programmed and released on a regular basis or more frequently when
requested. Other reports are also programmed on an ad boc basis. The Board filled over
100 requests for various reports during the 1993 elections, responding to national newspa-
pers, local campaigns, good government groups, scholars, and numerous other interested
parties. The pre-programmed reports released on a regular basis during the elections were:

» Contributions by Candidate, sorted alphabetically by contributor name,
« Expenditures by Candidate, sorted alphabetically by payee name,
» Contributions by Candidate, sorted alphabetically by employer name,

« Contributions by Intermediary, sorted alphabetically by intermediary and
then contributor name,

« Contributions by Candidate, sorted by contribution amount, and
« Contributions across all Candidates, sorted alphabetically by contributor name.

During the 1993 elections, public disclosure reports for the mayoral candidates were issued
eight times before the election and once after the election. Computerized public disclosure
reports were issued five times during the election and once after the election for candidates
for public advocate, comptroller, borough president, and City Council.

ACCESS. To enhance its ad boc reporting capabilities, the Board developed the
Automated Candidate Contribution and Expenditure Search System, or ACCESS. Used
primarily by the Communications Unit to respond to inquities from the press, ACCESS allows
easy search of the entire CFIS database across all elections for one or any number of con-
tributors, vendors or payees, lenders, or intermediaries. As ad boc requests must no longer
be routed through the Systems Unit, where they would compete for scarce programming
resources, ACCESS significantly decreased the turnaround time for many report requests.

The State Access System, The Campaign Finance Board is participating in the
Federal Election Commission’s State Access Program. On-line access to the Commission’s
database is now available at the Board’s offices, providing a wealth of information on na-
tional campaigns and F.E.C. activity. Topics include:

e information on candidates,
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* contributions from individuals, PACs, and political parties,

»

recent F.E.C. press releases,

F.E.C. advisory opinions,

selected court ¢ase abstracts relevant to election law.
Optical Imaging

Candlidates’ disclosure statements and other vital records from past elections have
created a tremendous volume of paper requiring a prodigicus amount of storage space. As
public disclosure requests are continually received by the Board, copies of these statements
must be readily available at the Board’s office, so that off-site storage is precluded. The
paper flow also creates significant logistical problems for the Board's own administrative
operations, as copies of candidates’ filings are shuttled between different departments for
internal review. Anticipating the storage demands that would be imposed by the 1993
citywide races, and after a comprehensive review of its internal operations and consideration
of many alternatives, the Board made a strategic decision: to implement a state-of-the-art
optical imaging system in time for the 1993 elections.

Disclosure statements and other records are now scanned and stored as images (or
computer-recognizable pictures) on the Imaging Management System (“IMS™). A document
that is stored can be instantly retrieved, reviewed, and printed by any PC connected to the
Board’s local area network (“LAN"). Implementation of the IMS has significantly reduced the
Campaign Finance Board’s future needs for space devoted to record storage. It has also
recuced the number of copies of records made during the intake review process. As candi-
dates’ filings are often amended {(or corrected by the campaigns), the IMS ensures that the
most current version of a document is immediately available. The imaging management
system has significantly facilitated the storage of and access to candidates’ financial disclo-
sure information at the Board’s offices.

The Future

One of the most important lessons learned during the 1993 elections is that electronic
submissions make compliance with the Campaign Finance Act easier and public disclosure
of the submitted financial data more timely. A major goal for 1997 is to increase the number
of campaigns submitting electronically. The best way to achieve this is to increase the
number of campaigns using C-SMART®.

Some candidates may still decide to use their own software for filing with the Board.
The Board plans to redouble its efforts to work with these candidates to ensure that their
filings meet all Board requirements. These efforts will include a pre-election approval
process which tests actual election situations and distribution of software to campaigns,
enabling them to check their submissions before filing with the Board.
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Another task facing the Board is redevelopment of its Charter-mandated CFIS data-
base. Designed and programmed only six months prior to the 1959 elections, then over-
hauled to adapt to simplifications in the Prograny’s reporting requirements in advance of the
1991 elections and retrofitied once again before the 1993 races, CFIS is in urgent need of
maintenance. The period before the 1997 elections presents the Board with its first real
opportunity to review its functionality comprehensively and implement improvements that
will keep pace with a rapidly changing technological environment.

For the 1997 elections the Board will alsc continue to improve the ways in which
information is made available to the public and the press. It is the Board’s plan to set up
public terminals at the Board’s offices. These terminals will allow members of the public
and press to get access to participants’ contribution and expenditure information and search
through that information in a number of ways. The Board's disclosure reports will be
available on diskette as well as on paper, reducing the cost of producing them and making
them easier to obtain. The Board will also investigate ways of making its financial disclosure
information available on a dial-up service,

Conchusion

Disclosure has been and will continue to be one of the most critical aspects of the
Board's mission. As shown in earlier chapters, the information it has provided has been
pivotal in shaping the character of municipal campaigns and giving the public meaningful
information on “who gives” and “who gets®. In March of 1994, the New York State League
of Women Voters, in a letter to the Board, gave the Board an A+ for its efforts to "msure
the public's right to know."™ Literally hundreds of news stories in the local and national
press made use of the Board's computer-generated data. This was the result of the Board’s
use of new technologies, both hardware and software, and intensive efforts on the part of
Board staff.

L

Has the Program levelled the playing field? Since the inception of the Act,
citywide campaigns have been extremely competitive, but at the Council level, more must be
done. As already discussed, changes in the Program’s threshold requirements and provisions
for bonus matching are being recommended to stimulate more competition. Many would
nonetheless agree that both the reality and perception of undue influence in New York
City elections have been diminished. Andrew Stein’s departure from politics, for example, at
least partly in response to public criticism of his fund-raising activities, signalled a change in
the “politics-as-usual” style of fund raising and spending.

The Program has also made important inroads in controlling campaign spending,
Although most campaigns stay well within the Board’s limits, mayoral candidates have
consistently brushed up against them, indicating that the limits are indeed important in
containing costs and that these ceilings may have contributed to the vigorous competition in
the mayor's race in the 1989 and 1993 elections. The limits, however, would be meaningless
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in the absence of decisive and impartial enforcement, as the Board has undertaken in assess-
ing penalties against two incumbent mayors for violation of the spending limits — Koch in
1989, Dinkins in 1993, (See p. 44.)

One of the Board's most significant accomplishments during the 1993 elections was
increasing the quality and amount of information available to the public. Informing
the public of the details of candidates’ campaign finances is cne of the most important
functions of the Campaign Finance Program, and it was successful to an unprecedented
extent during the 1993 elections.

ECE 1

The next two chapters present an overview of 1993 races: who ran, who won, and
what the issues were,

NOTES

' Campaign Finance Board 1993 Hearings, at 74 (testimony of Edward Stevens, City Council candidare
Jane Crotty's campaign treasurer).

* Campaign Finance Board 1993 Hearings, at 285 (testimony of Barbara Genco, City Council member
Joan McCabe’s campaign treasurer).

* Letter from Marjorie Shea, Director of Government and Election Law, to Nicole A. Gordon, Executive
Director of the Campaign Finance Board, dated March 7, 1994, on file with the Campaign Finance Board.
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