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Dear Menbers of the Legislature:

_ Pursuant to its statut ori[2 nmandat e, the Commission presents to you the
first "Gubernatorial Cost Index Report." This docunent is another in a |ong
l'ine of pioneering steps in New Jersey's Gubernatorial Public Financing
Program

In prior years the Conm ssion reported to the Legislature on the
costs of New Jersey gubernatorial canpaigns and the adequacy of the limts and
threshol ds contained within the public financing law. As a result of the 1989
anendments to the New Jersey Canpaign Contributions and Expenditures Reporting
Act (N.J.S.A. 19:44A-1, et seq.), the Conm ssion is required to adjust those
|imtsS and threshol ds based upon the Conmi ssion's determnation of an index of
costs relevant to gubernatorial canpaigns.

The Comm ssion believes that the canpai gn cost index and the
adj ust ment process are not only innovative but unique to New Jersey. The cost
i ndex insures that the Gubernatorial Public Financing Programremains
responsive to changes in the econony and therefore to the needs of

gubernatorial candidates. The program therefore serves the interest of the
citizens of New Jersey.

Wth this report, the Conmi ssion takes another stride in maintaining
the national reputation of New Jersey's Gubernatorial Public Financing Program

Gwen V. MoHamy. ZII, Chairman
—_— T s"
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S
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St anl ey % Bedf ord, Conmi ssi oner

-
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David Linett, Commi ssioner
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1993 GUBERNATORI AL COST | NDEX REPORT

| NTRODUCTI ON

New Jersey's QGubernatorial Public Financing Programwas at the
forefront of canpaign finance reformwhen it operated in 1977 as the first such
State programin the nation. The programremains crucial in New Jersey where it
continues to fulfill the statutory mandate to provide public funds pronptly to
qual i fied candidates so that they may conduct their canpaigns free fromthe
i mproper influence of large contributions and so that candidates of limted

financial neans may seek election to the office of Governor

Amendment's contained in legislation enacted on January 21, 1989, have

further contributed to the nationally-recognized and innovative reputation of
New Jersey's gubernatorial public financing program As a response to
information devel oped by the Conm ssion concerning the costs of gubernatoria

campai gning in New Jersey over the period 1981 to 1989 and contained in the
Commi ssion's June, 1988 '' Cubernatorial Cost Analysis Report,'' not only did the
new | aw adj ust upward for 1989 the various limts and thresholds contained in
the statute to account for inflation, but the amendnents al so nandated that the
Commi ssion establish a wei ghted, quadrennial canpaign cost adjustment mechani sm
for future publicly-financed gubernatorial elections. This action was a

pi oneering and naj or acconplishnent.



For the gubernatorial elections of 1985 and 1989 , the statute had
required the Comnm ssion to report to the Legislature on the adequacy of the
contribution and expenditure limts and to provide recomendations, if economc
conditions dictated, for changing those limts. To meke the gubernatori al
public financing programresponsive to the econony therefore required

intervention by the Legislature to amend the statutory limts and threshol ds.

Based upon the nodel established in the Conm ssion's 1988 Report, the

new statutory |anguage makes the Conmi ssion responsible for the production of:

an index reflecting the changes occurring in the
general |evel of prices of particular goods and
services, including but not limted to goods and
services within such categories of expenditure as mass
medi a and other forms of public comunication,
personnel, rent, office supplies and equi pment, data
processing, utilities, travel and entertainnent, and
| egal and accounting services, directly affecting the
overal | costs of election canmpaigning in this State.

The index shall be weighted in accordance with the
inmpact in the preceding general election for the office
of Governor of the respective prices of each of those

several goods and services upon those overall costs.

(N.J.S. A 19:44A-7.1).



The following limts and thresholds in the law are to be automatically
adj usted by the new nmechanismand will therefore reflect changes in the econony
wi t hout relying upon |egislative action prior to every publicly-financed

gubernatorial election

the contribution limt,

the primary and general election public funds caps,

the candi date qualification threshold,

the amount of private contributions within the qualification
threshol d which is not subject to match, and,

the primary and general election expenditure limts.

Thi s canpaign cost index is a refinement of the prior Comm ssion
reconmendation to adjust the [aw by the Consuner Price Index (CPl).
Gubernatorial candidates are required to be advised by ELEC in Decenber of the
year before a gubernatorial election of the precise linmts which their canpaigns
will be required to observe. The automatic adjustment process introduces
certainty and financial responsiveness into the gubernatorial public financing

cycle.

Pursuant to this new statutory mandate, and using the methodol ogy
described in the "Qubernatorial Cost Analysis Report" of June, 1988 , the
Conmi ssion has determ ned that for the 1993 gubernatorial primary and general
el ections the canpaign cost index multiplier wll be 1.1791. Using established

i ndi ces to neasure the changes since the |ast gubernatorial election, the



Commi ssion has therefore concluded that costs relevant to gubernatori al

campai gns have risen in New Jersey by 17.91 percent in the period 1989 to 1993.

Applying the cost index to the various public financing thresholds and

caps results in the fol | owi ng changes for 1993:

Contribution Limt: $ 1, 800. 00
Qualification Threshol d: 177, 000. 00
Amount for which no

public funds are awarded: 59, 000. 00
Primary Expenditure Limt: 2,600, 000. 00
Primry Public Fund Cap: 1, 600, 000. 00
General Expenditure Limt: 5, 900, 000. 00
General Public Fund Cap: $3, 900, 000. 00

This report will describe the steps taken to determ ne the canpaign cost index
for 1993



THE GUBERNATCRI AL CAMPAI GN AS CONSUMER
COVPONENTS OF THE | NDEX

Any attenpt to measure or quantify the magnitude of change in costs
associ ated with gubernatorial canpaigning in order to produce a wei ghted,
canmpai gn cost index first requires that expenditure patterns of campaigns be
anal yzed. Each gubernatorial canpaign is, after all, a consumer of goods and

servi ces whose purchases can be studied and quantifi ed.

Data provided by gubernatorial canpaigns since 1973 has enabl ed the
Commi ssion to exam ne their spending patterns and to identify trends in their
behavi or. Mbst notable has been the steady shift since 1973 to concentration of
canpai gn spendi ng on nmass comruni cations to voters and away from spending on
admnistrative, travel, and fundraising goods and services (Table I). The New
Jersey gubernatorial canpai gn consunmer now spends approximtely 80 percent of
its canpaign dollars on efforts to conmunicate its message to voters. In 1989,
t he canpai gn consumer spent |ess than 20 percent of total campaign funds on

itens other than mass communications (Table I).

More specifically, in 1989 the gubernatorial general election
canpai gns spent 76.6 percent of total canpaign spending on the purchase of
broadcast media time. This 1989 |evel of spending on media purchases was up
from72.8 percent in the 1985 general election (Table I1). Thi's purchasing

behavi or continued trends observed in 1984 and 1988 by the Commi ssion



The accent on spending for broadcast media has been
increasingly evident since 1977. In fact, it was in
this general election that spending on broadcast nedia
first occupied a greater proportion of communications
expenditures than all the other types of nedia
expendi tures conbined. Needless to say, within this
broad category of comunications spending, a definite
trend has energed toward the use of television and
radi o and advertising to comunicate the candidate's

message to the voters. 1

The Commi ssion had al so noted the "near demise of the two print media,

i.e. , newspapers and billboards, as vehicles for commnicating the candidates

messages = and that the percentage of canmpaign spending on adm nistration had
experienced "a notabl e decrease” between 1973 and 1981.2 Evi dence of these

spending patterns continued in 1985 and 1989 gubernatorial general election

canpai gn spendi ng.

Anal ysis of the 1985 gubernatorial general election canpaigns'
spendi ng denonstrated the exi stence of two key spendi ng conponents , nmass
conmuni cations expenditures and other canpaign costs. These conponents formed
the basis of the weighted fornula advanced in the 1988 "Qubernatorial Cost
Anal ysis Report" for calculating the quadrennial change in gubernatoria

3

canpai gn costs. Simlar analysis of spending by the 1989 gubernatorial genera

el ection canpaigns reveal ed parall el spending patterns.4



Based upon the trends observed and the consistent behavior of the
gubernatorial canpaign consuners of 1985 and 1989, the Conm ssion has assuned
for the purpose of creating the canpaign cost index for 1993, that the m x of
mass conmmuni cati on and non-communi cati on expendi tures conmponents for 1993
canpaigns will be simlar. The Conm ssion has therefore used the m x of
comuni cati on and non-communi cati on expenditures exhibited in the 1989
gubernatorial general election as the basis for conputing the canpaign cost

i ndex:

Mass communi cations expenditures: 82 percent
Qt her canpai gn expendi tures: 18 percent

100 percent

Having identified the magnitude of spending upon and therefore the
relative inportance of the two basic conmponents of gubernatorial canpaign
spending, i.e. , communication costs and other canpaign costs, the Comm ssion
next exam ned changes in costs of those elenents in order to produce the

canpai gn cost index for 1993 canpai gns.



COST CHANGES: COVMUNI CATI ON COVPONENT

The New Jersey gubernatorial canpaign consumer purchases a variety of
media in its attenpt to reach the New Jersey electorate. OF the 82 percent of
total canpaign expenditures devoted to mass communication, television and radio
advertising and direct mail now account for very nearly all the conmmunications

component dol | ars spent by gubernatorial canpaigns.

Therefore, in order to determ ne the magnitude of changes since 1989
of costs associated with the mass comuni cation conponent of the canpaign cost
index, it was necessary to locate an established index of costs relevant to
advertising in various media. Medi a advertising costs for television, radio,
newspapers, nmgazines, outdoor media, and direct mail are conpiled and indexed
by McCann-Erickson, 1Inc. , New York City.5 McCann- Eri ckson has mai nt ai ned

indi ces of advertising costs since 1945.

McCann- Eri ckson data fornmed the basis for the Comm ssion's anal ysis

: : 6 . :
and subsequent observations in both the 1984 and 1988’ gubernatorial canpaign
cost anal yses that nedia costs were during the years 1981 to 1989 rising faster

than the costs of other products purchased by the canpaigns.

The McCann-Erickson Media Cost-Per-Thousand (CPM Conposite nmeasures

change in the cost to reach an audience of 1,000 individuals in eight media



rel evant to statew de canpaigns in New Jersey.8 Further, it includes data for

the New York and Phil adel phia medi a markets.

Exam nation of the CPM Indexes for the period 1988 to 1992 indicates
that media advertising costs are now rising at a nuch slower pace than in
periods previously studied by the Comm ssion. The nmedi a cost-per-thousand

conposite increased by 45.3 percent from 1981 to 1987, but by only 17.4 percent
from 1988 to 1992 (Table I11).

This 17.4 percent increase in the CPMwas determ ned by the Conmm ssion
to be an appropriate nmeasure of change in nmass conmmunication costs necessary to
New Jersey gubernatorial canpaigns during the four-year period preceding the

1993 gubernatorial el ection.



COST CHANGES: OTHER CAMPAI GN EXPENDI TURES COVPONENT

In its purchases of supplies, goods, and services, other than mass
communi cations, the gubernatorial canpaign is a consuner in a nore famliar
mar ket pl ace.  Anmong ot her expenses, canpaigns pay for: rent, utilities, travel,

food, and beverages.

These itens are part of the established "market basket " of goods and
servi ces whose prices are nonitored in the Consunmer Price |Indexes (CPl)
maintained by the United States Bureau of Labor Statistics (BLS). As defined by
the BLS, the CPI measures the average change in prices over tim for a fixed
array, or "market basket," of goods and services purchased either by urban wage
earners and clerical workers (CPI-W or by all urban consumers (CPI-U). The
CPI-U which covers approxinmately 80 percent of the total popul ation,is nore

representative of price changes in New Jersey than is the CPl-Wwhich only

covers data for 32 percent of the total population.

The United States Bureau of Labor Statistics sanples prices of the
"mar ket basket " items in various geographic regions and publishes CPl results
for those regions and for the entire United States. CPl data relevant to New
Jersey are incorporated into statistics for two regions: New York - Northern New

Jersey (NY/NJ) and Pennsylvania - New Jersey (PA/NJ).

.10 -



CPl results are used as a standard neasure of price increases or
inflation, and have been used by the Commssion in its analyses of canpaign cost
changes for items other than nedia. In the preparation of this report the
Conmi ssion has therefore relied upon CPl data for the NY/NJ and PA/NJ regions to
measure the change in the canpaign cost index component for canpaign

expendi tures other than comunications. °

Wi | e mont h-to-nmonth changes in the CPl are often published as a
measure of inflation, a nore accurate indication of inflation is provided by a
conparison of the CPI froma given nonth in one year to the CPI for the same
month in another year or years. The Comm ssion therefore used the CPl index
nunbers for the nmonths of Decenmber 1988 through 1991 for the NY/NJ and PA/NJ
regions and used mathematically projected index nunbers for Decenber of 1992 to
determ ne the percent increase in consumer prices for the two regions which

i ncluded New Jersey (Table IV).

The percentage change in the two regional numbers was then weighted at
a ratio of two-to-one to reflect the heavier population in the NY/NJ region.
The 20.7 percent change in the Index Nunmber for the period 1988 to 1992 for the
New Yor k/ New Jersey region was multiplied by two and added to the 19.2 percent
change in the Index Number for the same period in the Pennsylvani a/ New Jersey
region. The result of 60.6 percent was divided by three (3) to yield the
wei ghted CPI-U of 20.2 percent for all of New Jersey. The Conmmi ssion therefore
found that the resulting increase in the CPI-Uin New Jersey for canpaign costs

ot her than mass communications was 20.2 percent.



CALCULATI ON OF THE 1993 GUBERNATORI AL CAMPAI GN COST | NDEX

Havi ng exam ned the existing indexes and determ ned the magnitude of
change in costs for the two conponents of gubernatorial campaign spending, the
Comm ssi on cal cul ated the 1993 canpai gn cost index by applying the formula

described in the June, 1988 "Cubernatorial Cost Analysis Report”10 as foll ows:

L The 17.4 percent increase in nmedia costs was applied to the
proportion of all 1989 general election expenditures on mass comuni cations, or

82 percent, to yield a Canpai gn Cost Index communication cost conponent of 14.27

(.82 x 17.4 = 14.27).

2. The 20.2 percent increase in the CPl was applied to the proportion
of all 1989 general el ection expenditures on other canpaign itens, or 18

percent, to yield a Canpaign Cost Index component for other costs of 3.64 (.18 x
20.2 = 3.64).

3. The conponents for mass communications (Step 1) and other costs

(Step 2) were conbined as follows to indicate that canpaign costs in New Jersey

increased by 17.91 percent:

.12 -



Expendi ture % of 1989 Ceneral Four -year change
Cat egory El ecti on Spendi ng in costs

Mass comuni cations: 82% 7.4 =
Ot her canpaign costs: 18% 20.2 =

Canpai gn Cost Increase

Conponent of
Canpai gn Cost

| ndex

4. 2
_3. 64
17. 91

The Conmi ssion therefore reports that the cost index multiplier for

the limts and thresholds of the gubernatoria

1993 is 1.1791.

public financing programin

Applying the index to the public financing threshol ds

and caps, and rounding off the sumas required by a formula contained in the

statute
Cost
1989 | ndex
Ml TrplTer
Contribution Limt: $ 1,500 1.1791
Qual i fication Threshol d: 150, 000 1.1791
Amount for which no
public funds are awarded: 50, 000 1.1791
Primary Expenditure Limt: 2,200, 000 1.1791
Primary Public Fund Cap: 1, 350, 000 1.1791
General Expenditure Limt: 5, 000, 000 1.1791
General Public Fund Cap: $3, 300, 000 1.1791

- 13 -

Sum

¢ 1, 768.65
176, 865. 00

58, 955. 00
2,594, 020. 00
1,591, 785. 00
9, 895, 500. 00

$3, 891, 030. 00

results in the following statutorily required adjustnments for 1993:

1993

Rounded- of f Fi gure

§  1,800.00

177,000. 00

59, 000. 00
2,600, 000. 00
1, 600, 000. 00
5, 900, 000. 00

$3, 900, 000. 00



CONCLUSI ON

The automatic adjustnent process for the Gubernatorial Public
Financi ng Program described in this report acknow edges that a gubernatoria
canpaign is a consumer making purchases in different markets which are subject

to changes and pressures in the econony.

By being responsive to the econony and by advising potenti al
candi dates on a fixed date of the [imts and thresholds of the Gubernatori al
Public Financing Program candidate participation is encouraged. The goals of
Gubernatorial Public Financing in New Jersey are therefore advanced when
certainty and financial responsiveness are introduced into the gubernatorial

el ection process
The Conmi ssion believes that the citizens of New Jersey have been well
served by the Gubernatorial Public Financing Program and that the programis

further enhanced by the gubernatorial canpaign cost adjustnment process.

The Commi ssion recommended that the canpai gn cost adjustnment process

be undertaken and therefore wel comes the opportunity to produce this report.

- 14 -
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10. Op. cit., "Cost Analysis Report,"” p. 23.
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TABLE |

~Major Expenditure Conponents as a Percentage of _
Total Canpaign Expenditures: 1973-1989 CGubernatorial General Elections

1973 1977 1981 1985 1989
Mass communi cation
Expendi t ur es 53. 1% 62. 3% 76. 0% 83. 9% 81. 9%
QG her Expenditures
(I'ncluding Adm nistration,
Travel, and Fundrai si ng) 46. 9% 37. 0% 24. 3% 15. 8% 18. 0%

NOTE: Percentages may not total 100.0 because of rounding

Source: New Jersey Election Law Enforcement Conmi ssion, "New Jersey Gubernatori al
Public Financing Revised: 1989 and Beyond," Table X, p. 90, "New Jersey
Public Financing: 1985 Gubernatorial Elections, "Table K, P. 44, and "New
Jersey Public Financing: 1981 Qubernatorial Elections," Table 6.1, p. 6.7.

16 -



TABLE | |

Comparison of Expenditures by Type of Expenditure (Net)

for 1985 and 1989 General Election Gubernatorial Publicly-Funded Candi dates

1985 Ceneral -Tota

1989 Ceneral -Tota

Type of Expenditure Net Net % Net Net %
Expendi tures Exenpt fromLimt:
Candi date Travel $ 18, 984. 50 0.4 $ 194,323.38 1.8
Food and Beverage/ Fundrai si ng 41, 292. 92 1.0 163, 626. 93 1.5
El ection Night Activities 10,177. 95 0.2 95, 502. 34 0.9
Conpl i ance- Legal / Account i ng 111, 635. 96 2.6 503, 687. 20 4.5
Total Expenditures Exenpt fromLimt: $ 182, 091. 33 4.3 $ 957,139.85 8.7
Expendi tures Subject to Limt:
Admini stration
Tel ephone $ 32,635.53 0.8 $ 81, 305. 46 0.7
Per sonnel / Taxes 158, 931. 84 3.8 602, 125. 77 5.5
Q her 294, 201. 39 6.9 333, 868. 29 3.1
Total Administration $ 485,768.768 11.5 $ 1,017,299.52 9.3
Communi cat i on:
Media Tine $ 3,082,045.19 72.8 $ 8,380, 700. 00 76. 6
Advertising Production 419, 384. 02 9.9 520, 354. 79 4.8
Newspaper Adverti sing 2,210. 29 0.1 12,627.99 0.1
Bi | | boards 3,204.30 0.1 0.0 0.0
Printing Literature 41,794. 48 1.0 33 ,777.11 0.3
Mailing Literature 6, 736. 34 0.2 16, 641. 90 0.2
Total Communi cation Expenditures $ 3,555,374.62  83.9 $ 8,964, 101.79 81.9
Total Expenditures by Cthers’ $ 11, 949. 55 .03 4,268. 44 0.0
Total Expenditures Subject to Linit $ 4,053,092.93  95.7* $ 9,985, 669. 75" 91.3
Total Canpai gn Expenditures $ 4,235,184.26 100.0 $10, 942, 809. 60 100.0

SOURCE

Public Financing

New Jersey Election Law Enforcement Comm ssion, "New Jersey CGubernatoria
1985

Revi sed: 1989 and Beyond," Table X, p. 90 and "New Jersey Public Financing:
Gubernatorial Elections," Table K p.44.

* "In-kind" contributions
** The 1985 general election expenditure limt was $2,252,503.40 per candidate
*** The 1989 general election expenditure limt was $5,000,000. 00 per candidate

-17-



TABLE 111

Cost - Per - Thousand
Mass Communi cation Percentage |ncreases

Medi a Type 1981- 1987 Percent age 1988- 1992 Per cent age
[ ncrease I ncrease

Broadcast

- Network TV 66. 7 13.2

- Spot TV 54.2 12.9

- Network Radio 41.7 19.1

- Spot Radio 29.9 12.1
Print

- Newspaper s 56.0 19.3

- Magazi nes 48.2 28.2

- Qut door 44. 7 9.4

- Direct Mil 20.7 20.0
Conposi te” 45.3 17.4

* Based on national and local budgets in all eight nmedia

Source: McCann-Erickson Cost |ndexes (May, 1992), Table I, Media Cost-Per-Thousand | ndexes

-18-



TABLE |V

Consuner Price Index for AIl U ban Consuners:
Mont hl'y I ndex Nunber for Decenber 1

. 2 .
United States New Yor k/ New Jersey ~ Pennsyl vani a/ New Jersey3

Decenber, 1988 120.5 126.0 125.6

Decenber, 1989 126.1 133.3 129.9

Decenber, 1990 133.8 141.6 139. 4

Decenber, 1991 , 137.9 146.6 144.6
Decenmber, 1992 142.5 152.1 149.7

Percent Change

1988 to 1992: 18.3 20.7 19.2

1. United States Bureau of Labor Statistics, Munthly Index Nunbers - All Urban Consumers, as
mai nt ai ned by New Jersey Department O Commerce, Office of Econom ¢ Research

2. Includes 12 New Jersey counties: Bergen,.Essex, Hudson, Hunterdon, Mddlesex, Mnmouth, Mrris
CQcean, Passaic, Somerset, Sussex, and Union

3. Includes 6 New Jersey counties: Burlington, Canden, Cunberland, G oucester, Mercer, and Sal em
Three counties are not included in any region: Atlantic, Cape My, and Warren.

4. Mathematical projection based upon average nonthly increase for January through July, 1992
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