THE WEALTH PRIMARY:

THE ROLE OF B1G MONEY INTHE 2006 CONGRESSIONAL
PRIMARIES

NovEMBER 2006



Acknowledgements

Written by Adam Lioz and Gary Kalman, U.S. PIRG Education Fund.
© 2006, U.S. PIRG Education Fund
Cover photos: Donnie Mires/FOTOLIA (money); Stephen Coburn/FOTOLIA (flag).

The authors would like to thank the Educational Foundation of America for its financial support of U.S.
PIRG Education Fund’s work on democracy and campaign finance reform issues.

For a copy of this report, visit our website or send a check for $20 made payable to U.S. PIRG Education
Fund at the following address:

U.S. PIRG Education Fund
218 D Street SE
Washington, DC 20003
(202) 546-9707
www.uspirg.org



Table of Contents

EXECULIVE SUMMANY ...covieeceeeeiiirsirrrneecces s s s e e s s snnmmsss s s e s e s s nnmmmssssssser s e s s nmmmmsssssssseessnnmmmnnssnnns nmnnnnnnnns 4
INErOAUCHION....cciii i —————— 6
Findings: Winning the Wealth Primary...........cccccimmmmmmmmmsssssssssssssssssssssssssssssssssss 9
T 1T |, 12
RecomMmENdations ...........cceiiiiimmimiiimmeriiss s s n s Eaann 13
MethOdOIOBY...cueerrrrrrrrrrrrrrrrrrrrr e e s e e e e e s e e r e e ————— 14



espite the recent corruption scandals in

Washington DC, the most significant
problem with money in politics is that large
contributions, which only a fraction of the
American public can afford to make, unduly
influence who runs for office and who wins
elections in the United States. Money is a
critical — and perhaps decisive — factor in
determining election outcomes. Candidates
who wish to present their views to the voters
must first compete in the “wealth primary.”
Without personal wealth or the ability to raise
large sums of money from well-heeled
contributors, many aspiring officeholders are
locked out of the process before the first vote is
cast. Those voters who wish to express views
that are not supported by wealthy donors are
left without an outlet.

Our focus on primaries is particularly
instructive. Partisan redistricting has ensured
that fewer general elections for the U.S. House
of  Representatives are  meaningfully
competitive. This means that the primary
election of the dominant party is often the most
important race in many districts and makes
primaries the best forum in which to examine
the influence of money on winning and losing—
free from the confounding factor of district
makeup.

Our analysis of Federal Election Commission
(FEC) campaign finance data for the 2006
primary elections shows that money played a
key role in determining election outcomes and
that most campaign contributions came from a
small number of large donors.

e Money was a key factor in determining
primary election outcomes. According to
FEC data, major party congressional
candidates who raised the most money won

Executive Summary

92% of their primary races in 2006.
Candidates who spent the most won 91% of
the time. Winning candidates out-raised
their opponents by a margin of 3.5-to-1,
with the winners raising an average of
$1.06 million and losers raising $304,000.
This pattern held true for open seat races
as well. The biggest fundraiser won 82% of
the contests without an incumbent running
for re-election in the district.

¢ The vast majority of campaign contributions
came from a small number of large donors.
FEC data indicate that while only 0.27% of
voting age Americans made a contribution
to a candidate of $200 or more, these large
donations accounted for 82% of individual
contributions received by primary
candidates. More than a quarter (29%) of
the contributions came at or above the
$2,000 level, while only 0.03% of voting
age Americans made a $2,000
contribution.

e Large war chests hindered electoral
competition. Fully three quarters (76%) of
2006 congressional primary races featured
only one candidate seeking his or her
party’s nomination, providing voters with no
real choice on primary election day. One
reason for this is that large financial
advantages of either incumbents or “first-
movers” (often party favorites) discourage
meaningful competition. Incumbent
candidates began the 2006 election cycle
with about $188 million in cash on hand,
for an average of more than $432,000 per
incumbent. The average incumbent
Senator started his or her reelection
campaign with $1.43 million already on
hand.



In order to strengthen the voices of ordinary
non-wealthy Americans in the political process
and break the stranglehold of a small minority
of well-heeled donors over who runs for office
and who wins elections, we recommend the
following policy proposals:

Offer candidates who demonstrate
sufficient community support a full
public funding option in exchange for
accepting a voluntary spending limit
and forgoing private funds;

Provide free media for qualified
candidates;

Provide incentives for small political
contributions such as tax credits,
refunds, and vouchers;

Lower campaign contribution limits to a
level that average Americans can afford
to give; and

Limit campaign spending to make
elections contests of ideas, not battles
for dollars.



for 31% of House candidates’ and 28% of
Senate candidates’ individual contributions.

Figure 2. Individual Contributions to 2006 Congressional
Primary Candidates: By Contribution Size
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Large Contributors Represent a
Small Fraction of Voting Age
Americans

Few Americans make large political
contributions. According to FEC data, not more
than 608,000 Americans made an itemized
political contribution of $200 or more to a
2006 federal primary candidate.” This amounts
to 0.27% of the voting age population of the
United States. Just 78,000 people, or 0.03% of
voting age Americans, contributed $2,000 or
more to a 2006 congressional primary
candidate.

7 This number represents the number of contributions of
$200 or more. Since many individuals contribute to more
than one candidate, this overestimates the actual
number of people making donations at this level—and
therefore is a conservative estimate for our purposes.

If money is a key factor in determining election
outcomes, a small number of Americans
making the bulk of contributions enjoy
disproportionate influence over who runs for
office and who wins elections in the United
States.

These large donors are not representative of
the larger population as a whole. According to
a nationwide survey funded by the Joyce
Foundation during the 1996 congressional
elections, 95% of those who gave contributions
of at least $200 were white; 80% were male;
50% were more than 60 years of age; and 81%
had annual incomes greater than $100,000.
This stood in stark contrast to the general
population at the time, where 17% were non-
white, 51% were women, 13% were over 60,
and only 5% declared an income of more than
$100,000 on their tax returns. The study also
found that 65% of these donors were affiliated
with a business organization.® Because this
segment of society does not reflect the United
States population as a whole, its interests may
differ from those of society at large.

8 John Green, Paul Herrnson, Lynda Powell, and Clyde
Wilcox, /ndividual Congressional Campaign Contributors:
Wealthy, Conservative and Reform-Minded, 1998.
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Our analysis of the 2006 congressional
primary elections demonstrates that the
candidates who raised and spent the most
money won their parties’ nominations the vast
majority of the time. Furthermore, a large
portion of the money raised by primary
candidates comes from a tiny fraction of the
American public. This segment of society does
not reflect the United States population as a
whole, and its interests may be distinct from
those of society at large.

These findings are consistent with our studies
of the 2002 and 2004 congressional primaries.
In the end, the disproportionate financial
influence exerted by a small percentage of the
American population has a profound impact on
the democratic process in several ways.

First, the “wealth primary” serves as a filter,
sharply limiting the pool of candidates for
federal office. Because money is a key factor in
determining election outcomes, candidates
who are not wealthy themselves are forced to
appeal to wealthy donors in order to compete
effectively in election contests. Many qualified
candidates who are unable or unwilling to raise
funds from this segment of society struggle to
mount viable campaigns for federal office.
Many of these candidates drop out of races,
lose in the primary, or decide not to run in the
first place. In effect, our big money system may
limit the diversity of public service talent
available for solving society’s most pressing
problems.

Second, candidates are running election
campaigns differently than they might be with a

Conclusion

more democratic campaign finance system.
Currently, fundraising and campaigning are
largely separate activities. = Rather than
meeting with voters, candidates—and elected
officials—must spend much of their time dialing
for dollars and interacting with a narrow
segment of wealthy donors—many of whom do
not even live in their districts or states.

In addition, members of Congress may not be
representative of—and often may not be
representing—average, non-wealthy voters in
their districts. Because of the important role
large contributors play in financing campaigns,
legislators may feel more accountable, at least
in part, to the wealthy donors that determine
their chances of re-election.

Finally, and most importantly, because elected
officials may be more accountable to donors
than ordinary Americans, public policy
decisions on issues ranging from the
environment to consumer protection may
reflect the interests of large contributors at the
expense of average citizens.

Our research has shown that wealth plays an
important role in American democracy,
specifically by influencing who is elected to
federal office. This, however, is not a given; itis
the result of our particular campaign finance
system. On the following page, we recommend
several policy reforms that will help strengthen
the voices of ordinary citizens in our democracy
and break the stranglehold of well-heeled
donors on the American political process.



Measures to reform the role of money in
politics must provide ordinary citizens
with an equal opportunity for political
participation. A comprehensive campaign
finance reform plan should include the
following provisions:

1. Provide candidates with a full public
financing option. Candidates who agree to
limit their campaign spending and forgo
private funds, and who demonstrate
sufficient support in the community by
raising a threshold number of low-dollar
qualifying contributions, should be given
the option of accepting a public grant to
fund their campaigns. Publicly financed
elections would bolster the role of ordinary
citizens in determining who is able to
mount effective campaigns for office; place
candidates on a level playing field; free
aspiring officeholders from the constant
burdens of fundraising; and ensure that
elected officials are accountable to their
constituents.

2. Provide free media for candidates. Free TV,
radio, and mail should be provided to
candidates. This would decrease the cost
of campaigns and would provide an
opportunity for those who are not favored by
wealthy donors to get their messages out.
The American public owns our airwaves,
which are supposed to be operated “in the
public interest,” so this requirement would
not impinge upon the rights of commercial
broadcasters.

Recommendations

3. Provide incentives for small political

contributions. Incentives for small political
contributions (up to $100) such as tax
credits, refund programs, and vouchers,
would move us toward a small donor
democracy by encouraging more ordinary
citizens to participate in the political
process. This would increase the voice of
average Americans, enable candidates to
run campaigns geared toward non-wealthy
citizens, and provide a counterweight to the
big money flooding into the process from
large donors.

Lower contribution limits. Contribution
limits for all candidates and all races
should be set at a level that average
Americans can afford. Given that only
0.03% of voting age Americans made a
$2,000 contribution for the 2006 primary
elections, Congress should dramatically
lower contribution limits, not increase them
as they did in the Bipartisan Campaign
Reform Act of 2002.

Limit campaign spending. Elections should
be contests of ideas, not battles of dollars.
The use of personal wealth in campaigns
should be limited through spending caps so
that no candidate has an unfair financial
advantage. Given the Supreme Court’s
recent ruling striking Vermont’s spending
limits, this measure will require a
constitutional amendment.
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Data Sources

All fundraising and expenditure data are from
spreadsheets emailed directly to Adam Lioz by
FEC Press Officer Bob Biersack except: a)
candidate fundraising data for 2001-2004 for
Senate candidates;® and b) data regarding
cash-on-hand before the 2006 election cycle
for House candidates.10

We obtained the United States 2006 voting age
population (226,357,772) from Professor
Michael McDonald’s United States Election
Project.11

General Methodological Notes

It is important to note that FEC data files are
far from perfect. In some cases candidates
who appeared on the ballot are not in FEC files.
This may be because candidates failed to file
reports, filed reports later than the period
covered by this study, or did not raise enough
money to require filing. In other cases
candidates who have filed with the FEC may not
have appeared on the ballot. Finally, FEC
coding of party affiliation, winners and losers,
and candidate status (incumbent, challenger,
open seat, etc.) contained errors. We made as
many corrections as possible and in all cases
made methodological decisions that would

9 FEC, “Six Year Financial Summary for 2006 Senate
Campaigns Through June 30, 2006,” accessed at

www.fec.gov/press/press2006/20060803can/13sen6182006.xIs
on October 27, 2006.

10 FEC, “House General Election Candidates Financial
Activity January 1, 2003 through December 1, 2004,”
last accessed October 217, 2006 at
www.fec.gov/press/press2005/20050609candidate/house.xls.

11 United States Election Project, “2006 Voting-Age and
Voting-Eligible Population Estimates,” data current as of
October 19, 2006. Available at

http://elections.gmu.edu/Voter Turnout 2006.htm.

Methodology

lead to conservative results with respect to the
message of this report. We used the National
Journal website to verify party affiliation and
winner/loser status.

The FEC files also contained data for many
candidates who were not running as Democrats
or Republicans. Given that this study examines
the role of money in major party primaries, we
eliminated these candidates to the best of our
ability.

For the purposes of this report, incumbents are
candidates who are currently holding office.
Challengers are candidates who are directly
challenging an incumbent of the same party in
their party primaries. Open seat candidates are
candidates running in districts with no
incumbent of either party. Candidates running
in districts in which the incumbent is of the
other major party are counted as none of the
above.

Calculations

Total Primary Fundraising, House Candidates.
For each House candidate, total primary
fundraising includes all receipts in 2005 and
all receipts in 2006 through the candidate’s
filing of his or her pre-primary report to the FEC.
This includes fundraising until 20 days before
the primary. Itis possible that some races saw
significant fundraising changes in the final 20
days, but out of nearly 900 primaries, it is
unlikely this would have a significant effect on
our aggregate data. Louisiana does not have a
conventional primary; we included fundraising
data for Louisiana through 7/22/06.

Total Primary Expenditures, House Candidates.
For each House candidate, total primary
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expenditures includes all disbursements in
2005 and all disbursements in 2006 through
the candidate’s filing of his or her pre-primary
report to the FEC. This includes disbursements
until 20 days before the primary.

Total Primary Fundraising, Senate Candidates.
For each Senate candidate, total primary
fundraising includes all receipts in the 2001-
2002 and 2003-2004 election cycles, all
receipts in 2005, and all receipts in 2006
through the candidate’s filing of his or her pre-
primary report to the FEC. This includes
fundraising until 20 days before the primary. In
some cases, Senate candidates with primaries
before 6/30/06 did not file a report for the
first quarter of 2006, but did file reports
covering the first two quarters. In order to
make calculations that are as accurate and
conservative as possible, we used the numbers
for the first two quarters only for candidates
who lost their primaries. This avoids inflating
our fundraising numbers for winners, and losing
candidates are unlikely to have raised much
money after the primary.

Total Primary Expenditures, Senate
Candidates. For each Senate candidate, total
primary expenditures includes all
disbursements in the 2001-2002 and 2003-
2004 election cycles, all disbursements in
2005, and all disbursements in 2006 through
the candidate’s filing of his or her pre-primary
report to the FEC.

Percentage of Individual Contributions of at
Least $200, House Candidates. For each House
candidate, we added up the total itemized
($200+) individual contributions received in
2005 and the first two quarters of 2006 and
divided this sum by the total amount received
from individuals over this time period. Note
that we included the first two quarters of 2006
in our calculations even if the candidate had an
early primary.

Percentage of Individual Contributions of at
Least $2,000, House Candidates. For each
House candidate, we added up the total
individual contributions of at least $2,000
received in 2005 and the first two quarters of
2006 and divided this sum by the total amount
received from individuals over this time period.
Note that we included the first two quarters of
2006 in our calculations even if the candidate
had an early primary.

Percentage of Individual Contributions of at
Least $200, Senate Candidates. For each
Senate candidate, we added up the total
itemized ($200+) individual contributions
received in 2001-2005 and the first two
quarters of 2006 and divided this sum by the
total amount received from individuals over this
time period. Note that we included the first two
quarters of 2006 in our calculations even if the
candidate had an early primary.

Percentage of Individual Contributions of at
Least $2,000, Senate Candidates. For each
Senate candidate, we added up the total
individual contributions of at least $2,000
received in 2005 and the first two quarters of
2006 and divided this sum by the total amount
received from individuals over this time period.
Note that we included the first two quarters of
2006 in our calculations even if the candidate
had an early primary. Because the contribution
limits changed after the 2002 elections and we
were unable to obtain data on $2,000+
contributions for the 2004 cycle, we used only
2005-2006 data for this calculation rather
than the full six-year fundraising cycle.

Determining Primary Winners. We obtained
primary winner/loser information from FEC and
verified the information by referring to National
Journal s website.

Percentage of Time in Which Biggest
Fundraiser/Spender Won Primary. We added
up the total number of times the candidates
who raised/spent the most money won their
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races and divided by the total number of
primaries for which we had reliable information
on this subject. Uncontested races in which
the “winner” raised/spent money are counted
as races in  which the  biggest
fundraiser/spender won. Uncontested races in
which the “winner” raised/spent no money are
counted as races in which the biggest
fundraiser/spender did not win. Given that
Louisiana does not have a traditional primary,
Louisiana races were not included in this
calculation.

Percentage of Time an Incumbent Won/Raised
Most Money. We divided the number of times
an incumbent won or raised the most money by
the total number of primaries featuring an
incumbent. Again, Louisiana is not included in
this calculation.

Percentage of Uncontested Races. We divided
the number of races in which there was only one
candidate in the primary who both filed with the
FEC and appeared on the ballot with the proper
party designation by the total number of
primaries for which we had reliable
information. Races in which only one
candidate filed with FEC are considered
uncontested (even if other candidates actually
appeared on the ballot). Conversely, if

candidates appear in the FEC database but not
on the ballot as Democrats or Republicans, we
removed them from our calculations. Although
this is not conservative with respect to the
percentage of primaries uncontested, it
allowed us to avoid deflating the fundraising
statistics of losing candidates and is therefore
conservative with respect to the primary inquiry
of the study.

Incumbent War Chests. An incumbent’s “war
chest” is equal to the amount of his or her
“cash on hand” at the end of the 2004 election
cycle (obtained from FEC). To calculate
average incumbent war chest, we added up the
total cash on hand for all incumbents and then
divided by the number of incumbents running
for office in 2006.

Percentage of Voting Age Americans Making
Large Contributions. To estimate the
percentage of the voting age population (VAP)
that made a contribution of at least $200 or
$2000 to a 2006 major party primary
candidate, we counted the total number of
such contributions and then divided by the VAP.
This overestimates the number of Americans
making contributions because many donors
make several contributions. Hence this is a
conservative estimate for our purposes.
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