


To: SenatoriVictor Fischer Decemebr 2?7, 1981
Chairmafvstate Affairs Committee

From: hill Salamenta

Re: Final Project Update

I hope that the final copy of the Political Contribution
Tax Credit report will assist you in your delibeiations oh the



Alaska State Legislature

Senator Vic Fischer « Pouch V e Juneau, Alaska 99i£11 «(907) 465-4954

MEMORANDUM

To: Tan Williams,
FROM: Senator Vic. Fischer
DATE: Feb. 11, 1982

RE: Political Campaign Contribution Credits

I am concerned about tine operation of the Alaska Political Campaign
Contrite* ion Credit program. This is the first year in which claims for
refund ol payable credits are filed on a separate form independent of
Individual Income Tax forms or Claim for Refund of Individual Income Tax
forms. 1 understand that tine 1981 Alaska Claim for Refund of Payable
Credits form has only been mailed to persons who filed for a campaign
contribution tax credit refund in 1980. 1lvis distribution is much
smaller than the distribution of the combined individual income
tax/campaign credit forms of prior years.

I am committed to line goal of maintaining a high level of participation
in the campaign contribution cir Jit program. | believe that each
registered voter should recciv pa 1981 Alaska Claim for Refund of
Payable Credit form. 1 hope you will expand your distribution list to
include all. registered voters, and please let me know if you can
accomplish this.

I have teen informed that you;; Manager of Document Processing for
Administrative Services, Barbara Staubough, is receiving a slower rate
of return on claims for refund of payable credits than had teen received
at this time in prior years. | am concerned by this trend, and it may
well Ho due to _limited distribution of claim forms. Please contact me
if you have any suggestions for ways to maintain the high level of
participation in the Alaska Political Campaign Contribution Credit
program of previous years. As you may knew, we are working on
legislation dealing with this whole subject matter, and the current
practices and results are an importai. lactor in our analyses.

ce: Terry Miller, Lieutenant Governor
cc: Patty Ann Pol ley, Director Di.ision ol: Elections

Committees: Suite Affairs, Chuinmn; Resource*, Via-Oimrmnn; Health, Education Social Services
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krom:

Re:

Hena t»jr "isober

Campaign for, *ribu ticri tax credit Report

here is the low awaited report from oalamenta.

vh.y don"t you take a read throuph - mark the spots
that, you feel need clarification etc. and have Nancv
five me a call about revisions.

J have a cgpﬁ of the report hero in Massachusetts
and can quickly charce any part.

j think that the Alaska li.xpoi'iencr* section is best,
with the philosophic Arpuom.-iits runriirip a close second.
ho Federal State VIxporince section - reallly doesn et
mean all that much - it has very 1littie bearinp on

the Alaska situa tion .

have a nic< vacation - Happy Holidays.
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Hie Alaska Experience with Public Financing of Political Canpaigns

In 1=74 Alaska, like many other states and the federal government,

adopted an election law reform package in the wake of the Watergate scandal.

One of the provisions in the reform package was the establishment of
what is coimnnly called public financing of political caiTpaign activities.
A political, contribution tax credit of up to $50 (since amended to up to $100)
was established to encourage participation of small contributors in the

funding of political campaigns.

Special interest money, money goven to political candidates by
parties socking to influence governmental decisions, has long been a source
of concern to those concerned with keeping the elLectoral process open ;ind
competitive. An open and competitive electoral process is at the very heart:
ol any den* ratio system, yet studies indicate that due to campaign monies
ilowing, into incumbent oilier holders, subtle quid pro quos behind soeeial
interest contributions and as in Watergate the use of surplus cnmpaij®! imney
lor use in illegal cjimpnign aeliviles = campaign contributions can significantly

elect the tle.mnermlL.ie process.

Campaigning and winning, poli.t ieni office 1is big bussiness. in Alaska
over twe leve million dollars has been spent on running, for political office
since the euska public ol liees ooiiniission has been keeping records starting
in 1974. A candidate lor governor in Alaska can expect to spend up to a

million dollars in seeking, that office while a candidate for the legislature
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The Alaska Experience, Page 2

can expect to spend on the average between twenty-two and twenty-seven
thousand dollars. In a hotly contested race for a legislative seat the canpaign

price tag can rise as high as one hundred thousand dollars.

Since the political contribution tax credit appeared as a methud for
public financing of political campaigns in Alaska it has been reponsible
for a major portion of all campaign monies contributed. 17.96% of all
monies raised in political contests in Alaska since 1974 have come from the

political contribution tax credit.

A total of $ 2,260,220.00 has been spent by the state of Alaska in
tax credits or refunds. This dollar amount represents .0005% of all monies

appropriated by lhe state in its operating budget during KY 1974 to 1980.

Participation in the program has grown since its incept..on. Slightly
ovjr forty thousand (40,062) tax crediLs have approved by the department:
of revenue. The actual number of individuals participating i.i the program
is big,her, however, because of the system of filing joint; tax returns
participation in the program is reflected in the number of credits given.
With slight fluctuat ions in lumbers of participants clue to non-election
activity in some years the program has steadily increased in participation.
In 1980, the most sucessful year ol the program, participation was 437%

higher than in 19/4, the yeat the program first started.

In 1 30, (lie lirsi year tlviit Alaskans did noL file a state income tax
form, participation in the program was its highest. 15,290 contribtuion
tax r edits were given, a 100% increase in participation over the previously

most sucessful year for the program, 1978. If appears that the systm can work

without being tied to a manditory filing ol a Lax form.
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The following table will give a year-by-year analysis of how the

political contribution tax credit has worked in Alaska.

Contribution Tax Credit

XhrLf lotal Amount of Contributions Amount No. of Paticipants “overall
1974 $ 1,144,819 $ 184,043 3,502 16%
1975 $ 393,910 $99,804 1,691 25%
1976 $ J,260,632 $ 246,831 3.841 19.5%
1977 $ 198,261 $ 230,046 3,693 116%
.1978 $ 6,098,688 $ 520, 58 7,575 8.5%
19/9 $ 355,14 $ 296,518 4,470 91.5%
1980 $ 3,139,948 $682,529 15,290 21.8%
olal $ 12,381,422 $ 2,260,220 40,062 /. %%

I. Total Amount ol i gtribnl ionsapplies toSlaLe elections not Federal.

3. N 1+t ol pari icipants shown relates to the number of tax credits
gU a that year. The artuni iniirher of individuals involved is higher,
howeve., because joint tax returns”participation level is measured
in number of tax credits given.

3. overall relates to tlie percentage of all inmey raised that year that
was refunded through the contribution tax credit.

4. inlornvil ion was obtained fromLhe Alaska Public Offices Conmission®s
Annunnl reports 1974 to 1980. The dollar amount and partii.cpation level

in the contribution Lax credit program for 1980 was obtained from the
Alaska dept, of revenue.
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The unusually high percentage of total campaign funds that the contribution
Lax credit is responsible for in 1977 aid 1979 is probably due to fund raising
activities in those years by candidates in the 1978 gubinatoral race. A
three year average for 1977, 1978 and 1979 shows the contribution tax credit
providing 15.77) of all nnni.es raised for those years which is closer to the

overall average of the program, 17.967.

The 1impact oJ Lhe program is re ™ Lvely higli in comparison with other
states that use public financing, metheods. ‘I're state of Oregon that also has
a contribution tax credit program, which is a $75 credit for political contrilr " :.ins,
only lunds 7.87. o! its total polilcal contributions witn the Lax credit (1978 figure)

and in 19/b only 77 ol political contributions were funded by their tax credit.

ldrt ieipation in the prog,ram can also be ascessed in reviewing, the
percentage ol ail those li'iw, slate income tax lonus that have used the
contribution lax credit . In 19// 1,97. took advantage* ol the l.Ix credit, in
19/8 the liguiv was A. 17 and in 19/9 7.A7 useil the credit. This compares with
lhe Oregon system that had a 1.987 part ieipai ion level durinnp, 1977 thru 19/9

wiil. le Alaskan.s participated at a 7.8" level.

Alllun i Alakans were not required to tile a stale income tax form in
1980, il they had an eSl imiled part ieipat ion rate ol 8. 17 would have been

realised bas.ed on (lie total number ol stale iikKoiu* lax filed in the previ.ous
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The tax credit contribution appears to have a growing rate of participation,
however the program can also be reviewed with respect to the number of small
contributions Chat it is incouraging versus the number of large contributions

from special interests that the program is designed to offset.

fhis table represents the only stalLisitcs available of Alaska contributions

of $100 or less and of contributions of over $100.

1974 Cubinatorial Primary and General Election

337. of all contributions $100 or less
477 ol nll contribulions over $100

1975 AlIl Municipal Eliel ion.l

527 of all contribulions $100 or less
117 of all contributions over $100

Jlgzg Infonuat ion not avai labh
1978 All Stale Elect ions
257 ol allcontributions $100 or less
437 of all conlribtuions over $100
19/9 Infonuat ion not Available
1980 Slate Senate Election.l;

397 of all conti”™ hiit ions $100 or less
307 of all conlribut ionsover $100

House ol" Represent at iwes Elections

317 of all contributions $100 or less
517 of allcontributions over $100

Remaining 7 consists ol candidates own contribution to the
campaign fund.



The preceding table on page 5 dies not demanstrate that the
contribution tax credit has had any great impact on the percentage of rmall
contributions increasing. It should be pointed out however, that the table
is composed of different types of electoral positions with differing canpaign
costs, consitiuances and power over such things as budgets / power where most

special interest money tends to flow.

Another measure of how the contribution tax credit is working to
olfset the influence of special interest money can be seen in an analysis of
the Alaska Public Offices Conmission®s records of large contributors to political
campaigns, I' might be seen as rather presi.unt.uous to call all. large contributors
to political campaigns in Alaska special interests and this report does not
wish to equate "active"™ political participation by corporations, bussiness,
issues organisations and individuals as such. However, contributions by these
large contributors has a large impact on the total nuniier of dollars raised
in all political campaigns. Il is also pointoil out that there are Contribution
limitations lor corporal ions anil individuals in political campaigns, but there
is no overall spending, limitat ion on the annum these contributors can
contribute nor a limit,it ion on how many candidates or causes they can

contribute lo.

An individual example ol a large contributor, that could he honestly
pointed out as a "special interest"” is the largest lobbying firm in the Stale of
Alaska, Trust Consul lant . The total do Ilar amount in political contributions
made by this company and it;; principal employees amounted to $ d3,299.00 in

1980. This was apmxi mutely 1Z oi all ironies raised by political candidates

that year.
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Hie following table represents an overview of the inpact that the

large contributors on state elections

Jqui Kxrvri nice , 1Tis

in Alaska.

voAv

Year Nunber of large contributors Dollar Ajunin* contributed lovera-
1976
Lo77 172 $ 181,816 14 .47
9 $ 126,257 63.77

1978 ’

248 $ 778,955 12.87
1979 ’

142 $ 277,644 78.17
1980 23p ’ 19.47

$ 607,677 __ ;

Total

Bre $ 1,972,349 17.86 7

Hie number of contributor:; on

Itie above table represents the number of

filings nude each year with AK)C. Hone contributors are counted twice or as

many as five Limes, so the actual number ol contrilttors is actually smaller.

However, the nunber of 876 eont iihutors will be used because the number of

particip. fits in the contribution tax credit piogr.um may also be counLed mire tlvin

once in the iolLals.

A comparsion with the cont rihut ion tax credit program reveals a very
surprising, slat isl ie. The conl iihut ion tax credit equals the annual contributed

by the large cont ihutors - only it takes, 14,000 m»re people t< do it.

19/6 to 1980 I.urge Cont rihutor Contrihut ion Tax Credit

Dol lar Annum

Contributed to 1,9/2, 349
pol itical Canpaigns 1.9/6,382

I1&rcenl age of

total campaign 1/.H67,
contrihut ions 17.877,

nunber of those 876
cont rihut. ing 34,896
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A review of the Alaska experience with Public financing of political
campaigns throught the contribution Tax credit finds tint:
1. The Tax credit program is growing and has done so, with only
slight deviations during non-election or light election years.
2. The program contributes a major proportion of all campaign
funds collected by political candidates.
2. The program has not been hindered by the fact Liiat Alaskans are no

longer required to file a state income tax form each year. In the
first year of Lhe program, 1980, that this has happened the
nunber of the participants using the contribution tax credit
actually grew. In fact the program had its best year - with out
mandiLory income tax forms being filed.

A. Theprogram has been sucessful in ol set ting the annum of nonius that
large contributors donate to political campaigns. In facL Lhe
tax credit is almost exactly equal to the amount that large contributors
give.

9. The Tax credit docs not seem to have spurred nine smaller contribul ions
as a percentage of all nnnies given, however this particular area
of analysis is difficult to discern in that the Hfata is not conplete

and tends Lo cont ridiei tin* oilier figures.
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"his «r»ph river a visiual representation at* lo the prowth
oh tin. Alaska tax credit r.y*.:"_"or donations to political

ran pa ipos .

dollar tinOlnll in

taxpayer use
hundred thousand do! lart* pay

in thousands

r< pmntMi I do! lar Atnoant
r<>|-.ic:iM I; taxpayer participation



Tlie Federal and State Experience- with Public Financing of Political Campaigns

From 1972 to 197A the Americai politcal system was in clanger. A
third rate burglary ol the Demicralie National Corrmittee"s offices in Wahington
led to the unciivering of massive abuse of the electoral sysstem and led to the

ecvenetual resignation of an incumbent President of the United States.

Press coverage and public concern about t.hses absues of the electoral system
led to the enactment on the Federal level and in many states of reforms in

the eletoral system that would curb such .disuses that put the democratic

system in such parell.

Kel roms were sought. 1in the areas ol campaign finance, politcal advertsing,
supervlson of campaign act ivites tnd enlorceiinel of the campaign laws.

The rc"lonus Look several general lonns - that wore adopted in different variations

hv _slates and the Kedcreal (iowmmcnt .

a. Ueporl inp, ol <:utif*«i>% Pont ri hut ion:, am e/pundi lures

b. Commissions lo ensure that all candiiLil.es and political
coninitlees comply with report imp, act ivites.

e. Public linaneing ® political campaigns. This was to ensurelhat
speeial interest mmey would not dominate the funding oT elections.
The ivsa> ib,;t popular met beds ol public financing were tax credits
lor n>ni rilnii ions and a lax check-ol T system that creates a pool
ol mmey that 1is distributed to politcal candidates or
part ies. on a lonuila basis.

d. Limitations on cent ribn ions. Maxiiuim aiinunb. were assigned to

individuals and corporal ions Ili.il they were .file to give to
indi vidual enmlidnt es.

r. Overall spending limits on |Kdiical campaij.yiH. Maxilium spending
ammill s were assigned to keep llie cost, ol political campaigns
down
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i. Curbs on who may contribute to campaigns were placed on corporations
labor unions and federal employees.

All 0l the 1lifly states have adopted some of these generalized refroms.

49 states have adopted financial reporting rogyuirements with the
exception of North Dakota.

36 states have suporv!80l7 conmiss"ons th- mmitor campaign expendiutres
contribuLioins and campaign act Lvitios while otheres have included
stipulations in the laws tliat require Attomey Geneals or State
secretaries to supervise elections.

33<  states have son?* sort oi piil>lic- Finaneinfscheme.

J slates have a tax credit system of public fmacing

8 st.ales allow a dcdjclion in personal income taxable.

11 states have a check oil system that allows part of the state
income tax to he put into a pool ol funds Lo be used in elections.

3D stales prohibit corporate conl libul ions in political canpaigns.
6 stales pro ubil [labor union cont ribt itions in political. caniapij7is.
53 stales have conlrihut ion limitations on how such an individual or

corporation may conl rihute to a political campaign.
19 stales had cieling on the amnini ol mmey that could be spent by

candidates on politcal campaigns however this has been ruled
tinconsil it ional by the united r.tates supreme court.

soiic stales have dual systems a! lowing, a combination of a check off
deduct ion and/or lax credit .

Idaho has a tax credit and check oil syslLem
Minnisota has a taex credit or Tax dcdducti.Oll system
I owa has a L- dcdcul ion and a checkoff system

Michigan has a lax deduction and a check oft system
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in those 33 states with some sort of public financing of politcal
campaigns there are se”*cra different meteods that are used and those netheds

differ from state to state.

In those slLates that use a tax credit system:

a. Alaska has a tax credit up to $100.

b. Idaho has a a tax crei.l. up to $10

i MinnisolLa has a t.ax creidilL of up to $25
d. Oregon has a tax credit of up to $25

C. The Disi irct ol Columbia (whcih is notaclualLy a state, yet)
has alax credit of up to $50

In those states that: have a I ax deduct iun al lowance:

a. Arkansas has a maximum ol $25 deduction

b. California Iris a maxiiuun tax deduct ion of $100

C. Hawaii has a tax ilednet ion ol a maximum of $100

d. lowa has a tax deduct ton ol up to $100/ il their lax credit. 1i.s not: used.
e. Michigan has a maximum deduct ion of$50

* Minnesota has a selected tax deduction system with varying nrxini.ii*~

deductions dependant upon which office the candidate is seeking.
Jz Oklahoma has a maxinun deduct ion ol $100

h. Utah has a maximum dedcl ion of $25
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line atate "a that have a lax check off system system that allow a
dollar of their incone tax liablity to be put to use in theeir states
public fincing of political campaigns program have a variety of systems
of allocation and lisLribtuiun i mulas. Only one state Massachusetts has
an all together differed type of tax check off system, their system makes the
dollar check off cost the tax (.ayer a dollar more tlian the taxes that he 1is
liable for - all other states the dollar check off is taken form the amount that

they (we the in taxes.

An overview of the check off system revials that the systems have two
forms one that distibtes money directly to qual ify. ig candidates and the other that
distributes the fluids to the political parlies in the states.

a. A check oil system lhal has all fluids held In a general state

account and then distributed equally annunst political parties 1is
used in lowa bentuckyand Montana.

)% A check oil system that diverts fiuuis direct iv to designated
politcal parl ies ol "le individual tax payer is used in Maine, Nona CaolLina
and litlla.

C. a mixed system ol either direct com rihutions to politcal parties

by taxpayer request and a general fund slate account Fro equal
distribution, il no parlv designation is made by the tax payer
who cheeks oil the contribution, is used in Rhode Island.and Iclho

t. Maryland Massachuset ts.Michigan, Minnisota and Wisconson u.e "a system
that allocates imnies collected in the check off fund directly to
Candida®ey for statewide eonsitLulional offices such as governor, lhtennlLnt
governor, attorney general and secretary of state. "ITtese formiulas
differ from state to slate hut usually require a threshold amnnt of
money to be raised bv inch canddialLc, of small, contributions under $21>0,
Lo qualify for the pub®ic funding of their ea.paigns.
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o* erijtrfj! uvw*m:(elti lub !tm nan ;im o:f Presiden t.ial

trio Lot.thiin.j t ¢, thn aspect, “§* the veneral reforms
that states used in *oreula tLon of thus r cam.paiyri 18form laws,
hr? .ederal r.ivrr.ni; * dollar chock off <n the "&deral! Tricotre
tax l'afin provides tin3 <&nds to run 1lhe nubl i. financing system.

' a rrn.or p-irt.y in the previous election has drawn
atlessi S-"; o © *I"4 vote it is e]ipabi:l for public ."undinp.
mes .dtrtlai primari r-s are funded by a mixture of public and
pr-vaic funds. A candidate has to raise an initial "seed"

amount i each o1l the primary state:; contested 1in order to be

et liable foi public monies.

If in itilerr sLiier i< note that whi le eonpress passed Jaws
providirip put) lie. finane;nr of pres idin tjaJ races it choose not

to participate 1in the system.

f “top loi%kin>r at |,ow tio-se vailoss systems work, both
sta"f* and ederal , it fcPeir lanl t* p tint out that, they are

aj 1 et oille Inst ion or anotln r tied to a ;lat income tax

fitit'en paric:pallor. ir a public finaneinr scheme
wether it tie tax <ladi " or tax .inlui"tiori - 1is dependant, upon
the individual lax payer t"ilinp a t,,x torm with the state
covernmeri® that 1is proviuinp tin. ss,=tem - no state without a

state :neonetax has a put lie -inanr in> systr-m,

Alask i "I return ta n .niouc problem in that, it now

lias a tax eredi t pp. "inn ana .m tax rorm lor its people to

"ein « except for t .leci.,1 tax crerits eurrer.tjy allowed by
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"he s tate such as the political com rin. lion tax credit.

Kow that the various aye rcms: have been out,lined, a

look at how they are preformirip appears to oe 1in order.

""he Federal Government reports that an average of 7?7575
of those individuals nnd/or tho.se filinp joint Federal income®
tax ;orms participate in the Lpderal Gystom of Public Financinp
of puli tical campai pns. In that trie Federal Gystem only
provides funds for presidential candidates - which takes place
once every Tfour years - the federal government 1is able to
generate enouph money Mirooph the tax check off system to fund
the program. In 10RO the rovernmerit. estimated that it. had

approx inrmately 150 mi! lien on hand lor the presidential contests.

"fhe .State of Massachusetts thathas a tax check off" systen
of tlI anits slij.te income tax form (this 1is a check off that
adds one dol las In the exisi tinr tax linbi li ty rattier than that,

o'the Mmdern | Wlovernmeri ts check Off  for thepublic campaign

lund that causes rio addi timial Jliahi lity). M-ssachuse ttsl experience

has not been as swcessful, in loyr the first year that stations
were (.allied, only P.OP"f, ot these filinp t.ax returns used the
system, con trihu t\nr OM ,V*V*.00 in the .states fund. The followinr
year even fTewer participated in Hu propram and ,t9R,T10.0F) was
contributed 1lo the system, “ehis total would have a neplipibln
effect, on tlie outcome of the statewide races that, the Mass.

state finaricins law is devised to fund. Statewide political
fampaims in Fas: nonusettn can cost up to one and a half million

do llars per carnl ida te .
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rf;e Mate o: (rOi".nihas a ?. dollar tax credit propram
lor contributions topolitical eampaiprv;. (repori with a
population ol" over ? ir.il] ion r.as provided $2,267,00 for tax
credits lor political catnpiapns since 14V . ireponeans participate
at a rate of | ofall those 'ilnip lax forms with the state
and participating inthe tax credit propram - that is equo:l to

m(0,603 paticipants.

19,679 Alaskans choose to 1iso their- tax credit systemfor
public financinp of political campaigns durinp that same time
period, a rather surprisinp statistic when you consider the

difference in popualfion between the states.

between 10 and luyb 67,660 Hinosota residents took
a tax credi ! of up to on their state tax forms for®
poli tieal eon tri00 lioris rines".oa has a popoulation of approx-
ima tolv Ji inillion .

1"ticn participation rales r. each states public Tfinancinp
system is made based on pojiola tion data (not on the actual num-—
ber 0" tax returns because states differ as to how these are

tabu In led! Alaska shows a very hiph mie of participation.

Alaska 2 .y Cct (tax credi t]
f*repon l .00P*- (tax (Tedi t)
fAnui s.oia | .67Vv" (tax credi t)

Massachusetts, u." r>f(nddi tiona | dollar check off)
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Concern for the hea.l th of the democratic system of
povernirip has orouphi about campaipn reform measures in
the I"nited dates and Alaska. 1In the case of Public Finandinp
of eoJiticai Campa ipris. a:: Common Cause, the Governmental
Public Tn terest Research and lobbyinp proup that has bee-
loader in prcposirip snob legislation puts 1it, the issue
wether campaipn contributions provide across and influence
that affects povornmental decisions strikes it the very heart

of an optt, arid competitive democracy.

Critic.* of Public Pinancinr of Political Carnpaipns ar. am
that public financinp f political campaigns inhibits freedom

of spo"-ch wliich is basic to democracy.

An overview of there positions for and apninst Public

Financing of Political rnmpnipns would involve the followinp

pos. 1 ti oris :

Iro Pub! ic Financi ijt

Public Financinp allows for equal access to
public office by both the ri <h and noor.

Public 1linane; rip helps elimiaate the preuures
put upon Die democratic system by special interests.

Public Financinp would help eliminate coruplion 1in
*ho pi hi ie s.eclor.

int, lie Financi rip allows for the contestinp of
public offices Ihr mph the electoral process.
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Apainst Public "is.aiyj_ng
Public Financing inhibits freedom of speech

- Public Financing allows unqualified individuals
to seek p olio office

Government shouiu not be involved in subsidizing
political parties or candidates.

Public Financing is overestimated in its effects on
the political process

Public Financing doesn"t work.

fhe most basic arguement pul forth by ei ther side in
discussing wether or not public Tfinancing should exist is
that of Freedom of Fpeech and the rights of all citizens to
seek public office. The ideas presented in these arguement.s
are no | view, in fact they date back to the beginlngs of

democratic “sought and Lhe founding of this nation.

Democracy; the term is derived from the Greek words
"demos"™ (the people) and "Kratos" (authority), Democracy requies
a decisoin making system based on majority rule, with minority
rights protected. Pol it.es parties, and politicians are the

catalytic agents that, make democracy workable.

The Greeks, who 1invented the word, had a very different
idea as to what a democratic state might look like than the
present American and Alaskan democratic Utate. Aristotle,

who lived 1in the years to If?, did a great deal of
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writing about politico and democracy observed that a state
should ideally have "each citizen oi" the state know one another
personally”. 1In such a state, politcal office seeking would not

require great amounts of wealth.

In the founding of this nation, the first large scale
test of democracy, the visions of the founding fathers concerning
America®"s future use of the "people®"s authority" was cause for

great debate.

Thomas Jefferson believed that this democracy should
remain small and rual so that political activity could bp
confined to a small weJl educated "vituous* electorate. |In
such a system elections rand the government that those elected
would provide would be based on a common set of values and
principals. In Jeffersons world, simplicity would beget good
government. Jeffersons model of democracy would also discount

wealth as either necessary or meaningful in elections.

The writers of the federal is;t papers, Hamilton, Madison
and Jay, had a different view ol how democracy would work.
Their view, a more accurate view of how the "experiment" was
to work, called for a large and diverse population, so diverse
and mu lti-face tod with interests that there would be no domination
of factions that could cause an imbalence in the electoral or
governmental system. "Tie federalists would have seen wealth
balanced 1in election::, because of the multi-interested society
that, they envisioned wealth would not necessarily be found only on

ihe side of one particular interest.
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What Aristotle, Jefferson and the federalists could not
envision is the truely enormous physical size this country and
its states would grow to be, nor were they able to envision
the complex means of mass communications that would effect
the democratic system. Yet, each one of these thinkers about
democracy belived that the system should be onen for all

citizens to participate in the process (the defin. tion of citizen

has had verying meanings throughout the ages - however today,
in this democracy - citizen 1is defined as a 1 people of voting
ago) .

To those who are in favor of Public Financing of Political
Campaigns the arguements of Aristotle, Jefferson and the Federali
is clear - public financing ol" political campaigns provides the
equality of accc®S for all people to public office. MAe proponents
argue that with the cost of" running for public office so high
because of the cos i of media and (.he sheer size of the populous
- public financing 1in the way to ensure representation of all

interests in government.

Opponents of public financing argue that the founders of
democracy would not agree with any scheme of governmental
assistance in the election of public office holders. The
presence of governmental funds creates imbalences in freedom
of speech - because voices, factions, within the society
that would not ordinarily participate in the electoral process
arc heard. Plus, with the financing of political campaigns
usually comes tin." restrictions on how much 1individuals may

givo to political campaigns, therefore denying the rights of
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some to participate to there fullest oxtent. This denies a
full freedon of expression or speech - which opponents to
puolic financing see as a greater evil than equal access to

public office.

The question of wether public Ffinancing helps -<Pliminate
the preasures of special interests on the democr?"tic process
follows a similar pattern of reasoning as did the arpuei-.ant
concerning public access to poliitcal office and freedom of
speech, however with some exceptions. As the founders did not
f"orsee the size of the country nor the advances 1in technology
that would effect the electoral process, they were unable
to see the effects of larpe corpora io interests upon the

democratic declsoin makinp process.

Proponents of the public financing system contend that
money from larpo contributors 1in the election process enables
those wit"™ the money to elect, citizens that will favor their
point of view. Proponents, site instances were proups contributing
heavily to a candidate ret , protei-ent.ia.l treatment. As Fred
Tortheiiner, a Common Cause "."enior Viet? President and public
linancinp proporiertl has point.ed out, "special interest contributions
to political candidates 1is subtle, articulate quid pro guos are
rare v involved, but. the process does provide access and influence

and it does effect dec iso itin™.
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Op. onents prefer to see political contributions by
special interests as participation in the democratic experience.
Money, like volunteer activity on a political campaign, they
contend 1is simply a means of support of a candidate which
provides the same type of access and influence that volunt.eerisnm
has. Giving money in political campaigns is a form of expression

and speech .r.my in the opponent camp believe.

Corruption due to political contributions by special
interests and those doinp bossiness with the state is another
ill of the democratic system that public financing proponents
base their arpuemont for such laws. As with the quid pro quo
of special interests in the governmental decison process -
public financing”™ would take away such questions as to wether or
not a politcal contribution 1is a bribe for a favonble decision

or a payment to seek favor ia obtaining governmental contracts.

Jn the state of Wnssnohuse tIn N special commission studying
governmental corruption, "In? Ward Commission, found a link be—
tween shoddy workmanship on governmental, buildings and political
contributions to candidates hand in,”” out; the contracts for those
bui 1di rips. Several fund raisin/ ~aides of past governors are
now sorvinp prison time for their roles in exchanpinp political
contributions for favors in the awarding of constrution contracts.
Those instances of corrution were prompted by the fact Ilhat.,
as tin* testimony of the defendants revealed, pivinp political
contribution:; in order to ret contracts was "the way it was done"

in Massachuso tt
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Jfie final arjtuement that the proponents of public
financing of political campaigns put. forth is the..roost difficult
arruement that, legislators must ncal with - public financing
of political campaigns eneourapes competition within a

democracy.

Competition for political office allows for exchange
of ideas and values as to what the public mood should be
without competition the democratic process would eventually

faild.

Common Cause studies, indicate that campaign monies
tend to flow to inunnbcnt oi lice holders, examples are
abundant, In the New Jersey 1%/?! lepic lalive race 75$% ol ~all
contribution}; from lobbists went to incuml"Z-ntr., in New Yorks
197b legislative races, 0V/, of three of the major contribtinp
proups of, medical, bnnkirtp and public employees worit. to
incumbents, arid in Missouri®s 197fi lepisin live races the five
wirtninp .senatorial Candida l.e:;; that were 1inooinbent.n span* one
and one half times more titan there challonpcrs on their political

campaipns for roe lee tion.

Conn* political, observers site the flow of money to
incumbent. . ffiee holders as the reason for the hiph percentage
of incumbents annually heinp returned to office. In 197b
all *»1 of* New York Stain®"s Senators s.eekinp re-election wort.
elhe New York Ct.nte Assembly®s incumbent lepislators enjoyed

a T)Y" rate of re-election that year.
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"J*his is a most oifficai] t posi tori tor the 1incumbent
lepilator because if publie financirip creates competition
tnon by votir.p or such Itpislat ion mmthe lerislator tnay
be creating a si tnation that woi. Id eventually remove that
legislator from public office, “his creates a delema for
even the most "coneit*ncious” of law makers and may be the
reason public financing of political campaigns has taken such
a lory time to evolve. 1In 190? President ft"heodre Roosevelt
called tor a conpresslona.l appropriation of campaign funds
"for the proper and legitimate expense3 of each of the proat
parties". Not. until the early 1970"s and the revelations
concerning the Waterpa te scandal did most states take up
political campaign reform and public f"inancinp of political

campa ipris.

Opponents ol public finaricinp have an equally weipht.y
nrpuement. t.o counter the 1idea that public financi nr of
political campa ipris crea ten competition. They arpue that
if a candidate is real and lepitimate then the monies for
that candidates, election will be forth cominp. They site
the history of movements and issues in this country that
have flourished without, the ip of public monies in

painirip a voice 1in the povuri.iu nt.

(Opponent.;; to public I innncinp also contend that with
the participation of public monies in the political process
unqualified candidates would he able to seek and even win

a public office. 1< a candidate 1is unable to pull topether

the necessary resources to win public office on his own

tm-ii should this person be elected.
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Probably the strongest arpuement against public Ffinancing
of political campaigns and the one that wins out most often;
is the question as to wether or not government has any bussiness
in funding political campaigns for public office. All philosophic
arpuements about competition, corruption, freedom of expression
and equal access to public office aside - does a government
that has responsibilities for such basic human needs as food
and shelter of its poor - can it take funds away from vital
human services to assist in the election of public office

holders.

Recently, the Massachusetts legislature faced a bill
to revise its campaign Tfinance laws to make them stronger
and allow more public monies into their public finace fund.
Proponents argued that the findings of the Ward Commission
concerning the relationship between poor const,rution of
public buildings and contributions to the political campaigns
of those awarding those contracts was ample evidence to
strengthen the purlin financing system. The bill was
defeated - primarily on the /"rounds that, the state of
Massachusetts, which 1is having economic difficulties, cannot
afford such a Jluxury. 1t is not known how much it will cost
the s tate, however, lo repaii the faulty eonstrution of those
st.nt.o buildings constructed because the contractor made the

proper political contribution.
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linally, the quescion as to wether public financing
actually works. Most proponents of any public financing
scheme would say that they do not .;eM it a-. a panacea for all
that at Is the political system, but that it should make the
system more open, more competitive and more democratic.
It is difficult &k measure, in the shcrt. lime that the various
public financing systems have been in existence, if there has
been Jess corruption, if the system is more competive or if the
system 1is now more democratic than it was in 1970 simply
because the sys lema have not had that many chances to prove.l
itself. Most of the public financing systems rely on public

participation - and thal can (ye a lorig educational process.
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To: Senato” Victor Fischer Decem”~br 27, 1981
Chairmh~/State Affairs Committee

From: Bill Salamenta”

Re: Final Project Update

I hope that the final copy of the Political Contribution
Tax Credit report will assist you in your deliberations on the
future of public financing of political campaigns”®in Alaska.



To: The State Affairs Committee
From: Bill Salament/Ar/AN"T

Pe: Final Billing

io hours of contract work at $50 per hour
(amount covered by cash advance)

Decemebr 27,

$500.00

1981



TATI @F I"UH 1 "Il §A
TCH HIIT®DSLMO r

LEGISLATIVE AFFAIRS AGENCY

CONTRACT BETWEEN

STATE OF ALASKA
LEGISLATIVE AFFAIRS AGENCY
Pouch Y
Juneau, Alaska 99811

AND

WILLIAM T. SALAMENTA

The parties to this agreement are the LEGISLATIVE AFFAIRS AGENCY, on behalf of
the Senate State Affairs Committee, hereinafter referred to as the "AGENCY,' and
WILLIAM T. SAIAMENTA, hereinafter referred toas the"CONSULTANT."

THE PURPOSE OF THIS AGREEMENT 1is to provide the Senate State Affairs Committee
with professional research assistance that will help the Committee examine
alternative schemes for public financing of campaigns and evaluate their
advantages and disadvantages.

IT IS THEREFORE MUTUALLY AGREED THAT:
CLAUSE 1 - STATEMENT OF WORK

(A) The Consultant shall examine the operation ol the political campaign
contribution tax credit in Alaska prior to and subsequent to repeal of
the personal income fax. The Consultant will also summarize methods
used In other states and by the Federal government to obtailn citizens”
participation in linancing of political campaigns and to provide
public funds to assist in campaign Tfinancing. In addition, the
Consultant, will analyze theoretical and practical issues that have
been raised iIn literature on the subject to justify and to oppose
public financing of elections.

(@) The Consultant, shall provide a draft, report covering work under (A).
The draft report will include conclusions reached and may include any
recommendations deemed appropriate by the Consultant.

(C©) The Consultant shall provide to the Project Director a final report
subsequent to approval by Lhe Project Director of the draft report.
Reproduction of the report is Lhe responsibility of the Agency.



CLAUSE Il - PERIOD AND DATES OF PERFORMANCE

(A) The work under this contract shall be performed beginning July 15,
1981, and shall be completed no later than October 15, 1981.

(B) This contract may be terminated by either party upon written notice

the other.

(C) Unless extended by written agreement, this contract expires on
October 31, 1981.

CLAUSE 111 - PROJECT DIRECTOR

The Project Director shall be Senator Victor Fischer, acting on behalf of the

Senate State Affairs Committee.

CLAUSE IV - COMPENSATION AND METHOD OF PAYMENT

(A) For the work specified in this contract, the Consultant shall be
compensated at the rate of $25.00 (twenty-five dollars) per hour,
total compensation for this work not to exceed $3,500.00 (throe
thousand five hundred dollars).

(B) The Consultant shall be reimbursed for travel and other expenses

authorized in advance by Lhe Project Director, except that per dienm

to

with

shall be paid at prevailing State rates, and all air travel shall be

reimbursed on the basis of coach Tfares.

(C) The Consultant may submit monthly billings to the Project Director.

All billings should be accompanied by a statement and description of

the work accomplished to the date of the billing.

(D) Total payments under this contract, including expenses, shall not
exceed $4,0U0.01) (four thousand dollars).

(1) Payment of $1,000.00 (one thousand dollars) will be made to the
Consultant upon execution ol this contract.

CLAUSE V - 0L 1ICE SPACI , LUUIPMLNI AND ¥ EPICAL SUPPORT

Office space, equipment and clerical support, of the Consultant that will be
necessary to carry out. his obligations under this contract shall be supplied
the Consultant at no cost to the Agency.

by



CLAUSE VI - RECORDS, DOCUMENTS, AUDIT

The Consultant shall maintain accurate records, including detailed time records
as may be required by the Project Director. The records are subject to
inspection by the Agency or the Project Director at all reasonable times. All
documents, report and writings generated as a consequence of work done under
this contract shall become the property of the State of Alaska and, on
completion of the work or at the termination of this contract, shall be
delivered to the Project Director and the Agency.

CLAUSE VIl - REPORTS

The Consultant shall keep the Project Director informed as to the progress of
the work performed under this agreement and shall provide progress reports as
specified by the Project Director.

CLAUSE VII1 - ALL WRITINGS CONTAINED HEREIN

This agreement contains all the terms and conditions agreed upon oy the parties
No other understandings, oral or otherwise, regarding the subject, mater of this
agreement shall be deemed to exist or to bind either of the parties of this
agreement.

IN WITNESS WHEREOF, the parties have executed his agreement on the dates
indicated below.

CONSULTANT LEGISLATIVE AFFAIRS AGENCY
William T. Sal amenta DATE M. R. "Charney DATE
SS No. //021-46-0307 Executive Director
Accepted: Approved as to Form:

Billy G. Berner DATE"
Chairman, Senate State Affairs AGENCY LEGAL COUNSEL

Comiiii ttee
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SUBJECT: Consulting Contract - William T. Salamenta
TO: Richard G. Berg, Director

Division of Administrative Services
FROM: David T. Walker

Legislative Counsel]
I have no suggestions relating to the form of this contract.

I do

1 hav
DTW: j

Enelo

have several observations relating to this contract.

(1) The contract will allow the consultant to bill for
work performed prior to the execution of the contract.

(2) The termination clause (11(B)) could be more
.specific hut: is probably satisfactory for our purposes.

D I believe the (C) of the compensation clause would
benefit if redrafted in a conversational style, 1i.e.
"The Contractor may submit monthly billings to the
Project Director. All billings should be accompanied
by a statement and description of the work accomplished
to the date of the billing."

V) Since the contract does not establish a work or
report schedule, the consultant could submit a bill for
any number of hours of work without ever submitting a
draft report or a final report. lie would be compensated
if the project director approved the bill. If a conflict
arose, the consultant could terminate the contract prior
to preparing any report and wo would be left with a

bill for professional services.

("3 As a matter of policy, | ben.eve the reports and
writings generated by the consultant should lie delivered
to the Agency.

e no other comments relating to this contract.

dn

sure
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LEGISLATIVE AFFAIRS AGENCY
MEMORANDUM August 10, 1981
SUBJECT: Consulting Contract -- James Packard Love
TO: Richard G. Berg, Director

Division of Admmistfative Services

FROM: David T. Walker!
Legislative CouKsel

I have no suggestions relating to the form of this contract
but 1 would like to make the following observations:

(1) The first line on page 3 contains a clerical
error -- the word "to" should be inserted betweenthe
word "as"™ and the word "progress".

(2) The contract will allow the consultant to bill for
work performed prior to the execution of the contract.

(3 The termination clause (11(B)) could be more
specific but is probably satisfactory for our purposes.

(4) I believe the (C) of the compensation clause would
benefit if redrafted in a conversational style, 1i.e.
"The Contractor may submit monthly billings to the
Project Director. All billings should be accompanied
by a statei. ent and description of the work accomplished
to the date of the billing."

(5) Since the contract does not establish a work or
report schedule, the consultant could submit a bill for
any number of hours of work without ever submitting a
draft report or a final report, lie would be compensated
if the project director approved the bill. If a conflict
arose, the consultant could terminate the contract prior
to preparing any report and we would be left with a

bill for professional services.



Richard G. Berg
Page 2
August 10, 1981

(6) As a matter of policy, |1 believe the reports and
writings generated by the consultant should be delivered
to the Agency.
I have no other observations relating to this contract.
DTW:jdn

Enclosure



To: The State Affairs Committee
From: William T. Salamenta
Date: September 10, I1f31

Re: Billing

Research
80 Hours at $25/Hr. $ 2i000>00

EN L $ 2,000.00

j i
Ai-PROVED
Senator Victor Fischer



To: Senator Vic Fischer

From: Bill Salment
Date: September 10, 1981
Re: Statement ofwork to date

I have begun researching the various states that have some
sort of public financing apparatus for political campaigns.

I have begun to summarize these methods and analyze their
possible application to the Alaska situation. | have

also undertaken a study of the Federal Governments public
financing program for presidential elections and have spoken
with the staff at the Federal Elections Commission.



William T. Salamenta
109 Commonwealth Ave.
Sof.ton, Mass. 02116

(617) 266-2770

October 14, 1981

Ms. Laura Flemming

The Senator Vic Fisher Office
511 West 4th Ave.

Anchorage, Alaska 99501

Hello there:

This 1is a bill from the Salamenta boy,
Y3

He Is running out of money and would appreciate
your assistance Iri getting some of it rather quickly.

If you could take a stroll down to the legislative

Information office and twix this- down to Juneau - ti in
ask them to return it to Anchorage - so that you oo" Id send
the check via express mail - life would be wonderfu-

I enclose enough D to send it express mail.

Please send it directly to the above adress via
express mall - they can do it - it Just takes two days
instead of one. Any problems call mo at the -hove V.

A draft copy ol" mv report to Vic and Nancy is 00101117
under a so>erate cover -. | should have done more of my
typing up In your office - as you can see - this letter
and the rest of the report are being typed on a turn of the
century machine - last century®s not the next.

Hope you guy [Ill.od my nor"-card, Nancy said th’1
1 am oeglnning to show some s< Itivlty in the area of

womens problems, oops, women"s Hits - sounds better
I guess.
Hope all is well - will tie talking to all when my

report 1Is in and critiqued (torn apart, diamantel!ad "-ct.)
Lobking forward to the experience.



To: Senator Vic Fischer
Chairman State Affiars Committee

Re: Contract Progress Report

My riport on the Contribution tax credit for
political campaigns is near completion of the first
draft with revisOins and closer examination of the
first section that you asked for. The report will
ultimately contain three sections, the _Alaska experience
with the contribution tax credit, other forms of public

financing of political campaigns in the united states and
a look at the philosophic and futuristic ideas concerning
the nuolic financing of political campaigns. 1 will be
awaiting your comments and criticisms of the draft renort.



To: The State Affiars Committee

From: William T. Salamenta/™7

Re: Billing

40 hrs of contract research @ $25/hr. $ 500.00
( 20 hrs Included in advance )

Expenses for round trip airfare to § 500.00
«Alaska

Total $ 1,000,00
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