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Today, | would like to share with you some thoughtswhat | consider is one of the main
challenges faced by modern democraciesy to promote a sound and more transparent
relationship between money and politics.

As all of you know, from the late 1970’s and throude following two decadeshe world
witnessed with optimism a series of transitions toard democracy. During those years,
political analysts in academic centers and intéonat agencies around the globe focused on
the study of what conditions were conducive to the establishment of lextoral
democraciesand onways in which a successful transition was feasibfer countries still
living under non-democratic regimes.

However, once plural political institutions haveeheestablishedy new series of issues have
arisen regarding the performance of emerging demoecies. There is a new agenda of
challenges for bottdemocratic consolidation and for the increase ithe quality of
democratic institutions. One of these new issuestie relationship between money and
politics, which has become in recent yeamse of the most sensitive concernamong
democracies, especially among those in a consmidatage.

In these days, no country in the world can clairh@écexempt of experiences where the undue
influence of money has led &mcusations of corruption,political scandals and, ultimately,
public distrust in the political activity. The most recent Global Corruption Barometer
published by Transparency International shows kletlrat people around the world
perceive that one of the main sources of corruptiom their countries is politics. More
worryingly, in 36 out of 62 countries surveyed by T, political parties were rated by the
general public as the institutions most affected bgorruption.

At the Latin American region, the United NationsvB®pment Program’s Report on
Democracy also shows thablitical parties are consistently ranked in the b&tom of
surveys measuring public confidence in institutionsThe average Latin American citizen
considers that political parties are even lesalédi than other institutions facing important
public confidence problems, such as the legislatarethe police. Both Tl and the UNDP
have identifiedfinancial scandals as a main source of this lack aonfidence in political
parties. This creates a number of significant problems &wmocracies, as citizen
participation in public affairs is hampered to g extent byskepticism in the institutions
that are central to democratic systems, such as pital parties.

Clearly, for emerging democracies to consolidatet is necessary to promote a sound
relationship between money and politics. However,saall of you know well, this is much
easier said than doneMoney and politics have, and will always be inten@d. The problem
here is that, as John Maynard Keynes put it onedtedh years agdwhatever be the
numerical representation of wealth, its power waliiays be out of proportion”

It has come onto us, electoral authorities, to tryand find innovative ways to regulate
this power on behalf of the public interest.In this contextthere are three key questions



that | think can serve us as a map to begin oaudson and exchange of ideas on money and
politics during the workshops taking place in tbdwing days. These questions are:

1. Should money for political parties come from publicsources, from private
sources or from both?

2. What is the best approach to regulate the relatiorfép between money and
political campaigns?

3. Should electoral authorities regulate political paties’ access to the mass
media?

1. Should money for political parties come from publgpurces, private sources or from
both?

In order to address the first question, let met $tprsummarizing the different points
of view on what is the most desirable source foafficing of political parties. On the one
hand, advocates @iivate financing consider that political activities should be paidtbose
who take a voluntary interest in ideologies, issaad candidates. From this perspective,
passing the bill of political competition to taxpagrs is both unfair and inefficient.
Another strong argumenh favor of private contributions is that they creata linkage
between parties and their constituenciesmaking politicians more responsive to the
demands of their supporters.

On the other hand, there algee important arguments that have led to many nations to
support the allocation gbublic resourcesfor political parties:equality, legality and the
social benefits of democracyWith regard toequality, it is clear that the use of money in
politics will inevitably reflect the uneven disttibon of wealth in a society. Therefore,
political parties representing the interests ofaffeient will have better chances to win than
parties representing disadvantaged constituenBieblic money levels the playing field,
thus promoting a wider social representation in eletoral contests.The second argument
for granting parties public resources igptomote legality. It is argued that, left to their own
devices, political parties will be tempted to rameney from whatever available source. This
need is higher in an environment where campaigogsgs are constantly rising, which raises
concerns abouthe origin of funds for politics and the risks of wndue influence from
illegal or even criminal groups Public money flows are also easier to track anersee,
which helps to ensure the legality of electoraltests. Finally, a third reason for favoring
public funding to political parties is related tdet notion thatdemocracy can be
characterized as a “public good’providing key “positive externalities”, such as political
stability and civic liberties. The benefits of suekxternalities clearly outweigh the associated
costs. Thus, sustaining democracy with public resesl ensures the existence of these
positive effects over time.

In the case of Mexicqpolitical parties are mostly publicly-funded institutions. This fact
has its origins in the nation’s political evolutioAs you may know, the Mexican political
system was dominated by the Institutional Revohaiy Party (PRI) during most of the"20
century. Virtually all political positions, from ¢hnation’s presidency to governorships,
municipalities and Congress seats, were occupie®Rl politicians. During the 1990’'s a
series of electoral reforms helped to promote deawycand competitiveness in elections.



Public funding to political parties was introduced in 1996 in order to reduce the
inequality faced by opposition partiesvis-a-visthe PRI. This boosted political pluralism in
the Congress and state governments, and pavedathéwthe victory of an opposition party
in the presidential elections of 2000, which endéd/ears of a single party’s dominance.

Nevertheless, the search of equity and pluraliss thaned out to be very expensive for
taxpayers. For instancér the 2006 election, the Federal Electoral Institte estimates
that parties will receive almost $500 million dollas. But, despite receiving important flows
of cash, the increasing costs of political campgigave made many partiesdeek private
funding, even if this means to break the rules praibiting certain money sources, such as
unions or foreign donors.

The challenge in Mexico is dual: on the one hgmablic funding is one of the
foundations of the nation’s political pluralism, with all the benefits that a vigorous electoral
competition has for democracy and the empowernietitivens. On the other handhe
amount of public funding granted to parties is highy unpopular, due to the perception
that these resources have been often divertechéopérsonal gain of some politicians, and
that political campaigns are often more centeredpersonal attacks, rather than on more
important issues and concerns affecting citizens.

In this context, several ideas have been proposethdderate the cost of the Mexican
democracy for the taxpayer, such as reducing tingtheof political campaigns. However, the
Congress has not amended the electoral law ire¢gerd. Consequently, the IFE has focused
more onidentifying the sources of private funding to politcal parties in order to ensure
their legal validity and taphold the rules limiting its amount The IFE alsdries to detect
cases of inadequate use of public funds for politdd campaigns although this is a task that
also belongs to the sphere of other public audiiffiges.

2. What is the best approach to regulate the redagship between money and political
campaigns?

The second question is related to the approach elettoral authorities follow when

regulating the relationship between money and ipslitin many nations, the autonomous
nature of political parties has led to adopdiasez-faireapproachto their finances, based on
the assumption thatfisclosure has by itself the power to regulate thgystem.

In this approach, parties are required by law t&er@ublic the sources of their funds, which
are mostly or entirely private. The voter has them right to access this information, either
directly or through the media, and then passesmaidg on the legitimacy of their preferred
party’s or candidate’s contributofBarties, it is assumed, will pay special attentioto their
sources, as illegal or dubious contributors could &rm them politically and turn voters
away from them.

On the other hand, theegulatory approach says that a public agency must monitor and
check the flow of money going to the pockets ofdidates, on behalf of the general public.
This approach emphasizes the role of sanctiont® dissuade and/or to punish parties
accepting illegal money or breaching the limits impsed on campaign spending

This is the case of the IFE in Mexico, as we hawe legal mandate to organize federal
electionsand to allocate and oversee funding to political gaxtiThe IFE also oversees that



parties do not breach the limits imposed on cammpamending, as a way to ensure equity in
the competition. This has created@¢@mplex “love and hate” relationship between partie
and the electoral authority, as the IFE needs cooperation of political paitiesll the issues
related to electoral organization. Howeveonflict often arises when the IFE performs
audits to parties’ financial statements, and espeagily when such audits expose irregular
management and lead to sanctions.

Some analysts have pointed out the need to inteodome components of thessez-faire
approach to gradually reduce the role of sanctiaasthe main regulatory tool, thus
diminishing the conflictive side of the IFE — padi relationship. Transparency can serve as a
preventive measure, aiming to make these institatinore accountable before the electorate.
The IFE has taken steps toward this goal, by modifgg its rules on public access to
political parties’ information.

3. Should electoral authorities regulate politicphrties’ access to the mass media?

When talking about money in politics one has tol eeth the issue of parties’ access to the
media. Campaigns in modern democracies are indeedtly business. Parties are constantly
in need of more resources to be competitive, la@idg competitive is often the same than
being permanently on the spotlight of the mass meai Many democracies allow parties to
buy freely their own media time, following the matkules. However, other countries have
recognized thaparties’ access to the media can also pose a ckalje in terms of the cost
and the equity of the electoral competitionIn order to address these challenges, electoral
legislations in different countries establish aewariety of arrangements, such as:

<

Banning advertising in private media;

Allowing access only through publicly-owned medidezprises at low or zero
cost; or

v Offering parties free time in the slots allocatedr fpublic service
announcements in private media, among other measure

<

However, any attempt to regulate the political asmedia influenceften enters in conflict
with issues such as freedom of speechhe challenge is how twombine the flexibility that
every modern campaign needs in using of media astaol to reach and persuade the
electorate with the issues of transparency, equignd the cost of the electoral contest.

In Mexico, political parties are granted free access to the nd@ via the IFE. Nonetheless,
they can also purchase their own spaces eitherpwithic funding allocated by the Institute or
with private moneylt has been estimated that Mexican parties spend begeen 50 and
70% of their resources in radio and TV advertising thus making access to the media one
of the key elements in the discussion to curb th&tscof political campaigns, and thus in
moderating the costs of democracy for the taxpayer.

Yet another issue in parties’ access to the medilequality of the public debate Citizens
need information regarding parties’ platforms arahdidates’ proposals on the relevant
issues, in order to cast a more reasoned vote.rieless modern campaign advertising
has overemphasized the role of image, emotions apeérceptions The media often focus
on the exchange of accusations and insults by datedi, rather than in their specific public
policy proposalsThe IFE in Mexico has sought to improve the qualityof political debate



by organizing academic events and conferences and lairing TV and radio debates
between members of all parties.

As we have seen, the relationship between moneypalitits is not a problem with a simple
solution.The long-term challenge for the electoral authorites is how to create the right
incentives for all actors to promote best practices party financing:

v

Regulation must ensure a basic levekqtiality in the opportunities for all parties
competing in an election.

Regulation must also open dgferent channels for political fund raising, since
parties cannot become neither fully- subsidized lipuhgencies, nor private
entities responding only or mainly to particulateirests.

Regulation mustrely not only on sanctions, but also in promoting
transparency and disclosureregarding the origins and sources of funding for
political parties.

Regulation has also teeek ways to ensure that all parties have accessthe
mass media, looking for ways to enhance the qualityf public debate.

Finally, regulation has to keep in mind thmbney and politics are inevitably
related, and will remain that way in the future.

Therefore, the best approach isfiimd realistic and feasible ways to regulate
this relationship and promote an efficient and trarsparent party finance
system

| am sure that this International Conference wilbwa us to discuss innovative ways to
address these and other important challenges fageslectoral institutions throughout the

world.



