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Enlightened Rationality and Indirect Policy Instruments: How Business
Campaign Contributions Influence Congressional Votes

Manuscript #101901A
Abstract

This sudy re-examines the influence of business campaign contributions on
congressiond voting behavior. Wefind that previous empirical work has poorly
measured business contributions and has not properly consdered the diversity of policy
instruments used by Congressto reward benefactors. We correct these methodol ogical
problems, and build severa indexes of nationa business policy votes in the 105"
Congress. These improved measures are used in conjunction with a theory of
"enlightened rationdity” thet predicts legidators will utilize diverse legidative policy
instruments to balance benefits and costs associated with rewarding business campaign
contributors. This theory is than tested in vote choice models that, in dl, account for over
fifty business policy votes. Our primary findings are that businesses apparently use
campaign contributions to influence favorable regulatory and tax policy votes, and are
unable to influence votes on direct government expenditures that benefit busness. We
find these results to be entirely consgstent with an enlightened view of rationdity in
which members of Congress seek to trade votes for campaign contributions without the

appearance of an embarrassing quid pro quio.



Introduction
Business interests contribute millions of dollars to political candidates during each
election season (Drew 1998). Such massive expenditures pose obvious risksto a
democracy, snce they may distort policy decisons. Surprisngly, most campaign finance
scholars have found that no such threat to democracy existsin the United States.
Scholarly work on campaign finance has consstently shown business contributions are at
best only buying innocuous access to the politica process (Chin, Bond, and Geva 2000;
Hal and Wayman 1990; Langbein 1986), an occasond vote (Smith 1995), and, perhaps,
nothing (Rothanberg 1992).  Why, than, are businesses il contributing millions of
dollars every ection season?  In this study we provide an answer to this vexing
question.

We gart by unpacking past models deployed to explain the relationship between
campaign contributors and recipients. In this research, we find a systematic undercount
of business contributions, as previous measures failed to include the individua
contributions of business executives (Clawson, Neustadtl, and Weller 1998, 13-15;
Goldstein 1999, 61-62). We dso find ahighly inconsstent operationa definition of
business policy with no regard for the full range of policy insgruments employed by
Congress. Findly, we find only limited consderation of the indtitutional congraints that
bound the relationship between the business contributor and candidate recipient.

In our analys's, we address these shortcomings by utilizing improved measures of
business policy and contributions, and by developing anew theory of enlightened
rationdity that predicts legidators utilize diverse legidative policy indruments to redize

the benefits while minimizing the costs associated with business campaign contributions.



Our primary findings are that business campaign contributions influence favorable
regulatory and tax policy votes, but do not appear to influence votes on direct
expenditures that benefit busnesses. These reaults are entirely consistent with our theory

of enlightened rationdity.

Findingsand Conceptsin the Literature

Politica scientists have amassed an enormous literature on campaign contributions. One
recent study totaled 35 articlesin just the area of interest group contributions (Smith
1995, 92). The bulk of this literature has reached the surprising conclusion that
contributions do not impact vote choices. In asmple regresson anaysis of roll call
votesin severd policy areas, Chappd (1982) found that business and labor contributions
have a negligible effect on roll cal votes. Evidence of no effect of contributions on votes
was confirmed in numerous later studies (e.g. Rothanberg 1992; Vesenka 1989; Wawro
2001; Wayman 1985). An even larger body of literature defends the more nuanced
position that contributions generadly have no effect on roll-cdl votes, though in specid
circumstances a positive effect is observed. The specid circumstances under which
contributions seem to matter include low vote visibility (Sorauf 1992, 96), narrow policy
impact (Stratmann 1992, 663), non-controversa and non-publicized vote choices
(Conway 1991), and heavily lobbied votes (Evans 1986).> Although these spedid
circumstances dlow for some impact of campaign contributions, the underlining themein
both groups of literature is that contributions have a negligible impact on rall call votes.

These generd findings are based on two foundationa concepts, which we

interpret as " systematized concepts' (Adcock and Collier 2001).2 The first concept is



what scholars define as a business contribution. At firgt blush, the quantitative literature
has varied greetly in its measurement of this concept. For example, Chappel (1982, 80)
used specific interest group contributions, Wright (1989, 718) measured donations from a
sample of interest groups, Langbein (1986, 1054) used an aggregate measure of non-
party, nonindividua contributions, and Jones and Keiser (1987, 172) used business PAC
contributions. The fact that business contributions were shown to have virtudly no effect
across each of these measures certainly has supported generd claims that contributions
have aminor, if any, impact on vote choice (Smith 2000, 123).

Recent quditative work suggests, however, that these operational definitions of
busi ness contributions are under-specified. In interviews with anationa sample of
corporate PAC executives, Clawson, Neustadtl, and Weler (1998, 58-59) found that
industry groups often bundled corporate contributions to gain access to lavmakers.
Goldstein (1999, 64), in amilar qualitative work, found that companies frequently turn to
their employeesto put grassroots pressure on legidators. Finally, Sorauf (1992, 37)
reported that businesses frequently solicit individua campaign contributions from
employees. These findingsillugtrate that the concept of business contribution has been
defined very differently in the quantitative and quditative literatures. We will explore
the methodologica sgnificance of this difference in a systematic manner in the Results
section, but Table 1 makes a sufficient descriptive case that the exclusion of individua
contributors with businessinterestsis not atrivial oversght in the quantitative literature,
In both the House and Senate, incumbents in the 105" Congress received, on average,
sizable contributions from both PACs and individuals with business interests

[Table 1 about here]



The second foundationa concept in this literature is what scholars have defined as
business policy. One segment of the literature has defined a "business interest” broadly.
Neustadtl (1990, 562-63) used votes on Superfund, plant closings, and textile import
quotas, among others. Criticism that these analyses did not account for important
industry differences engendered additiond studies that developed a narrower concept of
busnessinterests. Stratmann (1992), for ingtance, focused on agriculturd interests and
Davis (1993) focused on transportation indudtries. In these cases, scholars examined a
smdl sample of roll cdl votes that clearly interested particular groups.

The concept of busnessinterest has thus undergone atrangition in this literature,
from a broad universe of business interests to a more narrow industry specific definition.
Along the way, however, the measurement of business interest has become convol uted.
For ingtance, should one measure 6 or 35 roll cal votesto properly measure a business
interest? Further, which industry votes should one measure to capture a representational
busnessinterest? In thisliterature, there is no guide to answer these questions since it
has focused on conceptud debates about business interests, which has sddlined or
mitigeted these basic, though critica, measurement questions.

We re-focus on thisissue of measurement, and argue that the evolution of the
concept of businessinterests has yielded two distinct concepts, and not smply improved
upon one. Thefirgt isanational businessinterest, which embodies a sat of basic policy
positions favorable to dl businesses, such as lower taxes, more subsidies, and favorable
regulation.* Such interests are directly represented by groups like the U.S. Chamber of
Commerce and the Nationa Federation of Independent Businesses, but might also be

indirectly represented by the massve chaoir of voices in the business community



demanding these basic policy positions from government. This concept is characterized
by its digtinct focus on aggregate indicators, such as the cumulative effect of campaign
contributions from the business community.

The second concept is anindividual business interest, which accounts for business
or industry interests thet are particularistic, and might very well pit businesses againgt
each other in policy debates over taxes, regulation, and subsidies. Such micro interests
are represented by splinter interest groups that advocate insular policy concerns (Bauer,
Pool, and Dexter 1963). This second, narrower, concept is distinguished by itsfocus on
micro indicators, such astheimpact of campaign contributions from particular business
communities or competition between different micro interests.

Both concepts are therefore evauating very different empirica questions. Oneis
focused on aggregate indicators, macro behaviors, and cumulative influence. The other is
focused on individud-levd indicators, micro behaviors, and firm or indudtry leve
influence. Whileindividua business interests have been measured successfully in
numerous studies (Davis 1993; Stratmann 1992), analyses of macro business interests
have been less successful. The largest sample of votesin astudy of nationd business
interests included over 35 rall call votes (Neustadtl 1992), however thereisno clear
indication or test that illustrates the votes are a good representation of national business
interests

From this overview of the literature, the generd finding that business
contributions have a negligible effect on voting behavior now looks as though it may be
an artifact of measurement problems. Previous work measured business contributions too

narrowly and business policy too ambiguoudy. As a consequence, the true effect of



business contributions on voting behavior may have been obscured by these satistical
problems. Before we test to seeif thisis the case, however, it isfirst necessary to
congder the indtitution where the relationship between members of Congress and
contributorsis nurtured. This discussion leads us to make a third break with the
literature: we develop atheory that predicts legidators utilize diverse legidative policy
instruments to realize the benefits but minimize the costs associated with business

campaign contributions.

Enlightened Political Rationality, Campaign Contributions, and L egidative
Instruments

The“pure’ modd of economic rationdity relies heavily on quid pro quos (Downs 1957).
Participants agree to exchanges—money for goods, labor for wages, campaign
contributions for policy votes—when each party thinks that benefits will be obtained
from the exchange. Thissmple mode of economic rationdity fallsin the politica arena,
since public scrutiny and politica vaues bound “ pure’ rationdity, to the extent that the
purchasing of quid pro quos, or votes, in the palitical arenais considered corruption
(Lane 1986). It istherefore predictable that legidators will not want to be connected to
quid pro quo exchanges with campaign contributors. Members of Congress may risk
losing an eection if they appear to be “on thetake.” Nonetheless, they are aso pressed
to accept such risks, because of the need for campaign contributions in re-election
campaigns and to establish credentials with party leaders (Sorauf 1992, 93-94). The
recent case of the Enron debacle merdly highlightsthis palitica dilemma. Legidaors

must Smultaneoudly consider the risk of business campaign contributions with their



benefits.  We argue that Members resolve this dilemma through a strategy based upon
“enlightened rationdity.”

According to an enlightened theory of rationdity, Members look for waysto
reward business contributors with benefits that impose minimal eectora coss. Such a
caculus naturdly leads Members to consider the diverse costs and benefits associated
with various policy indruments. Whilethisis related to theories about the vote
consequences of bill visibility (Morton and Cameron 1992; Potters and Sloof 1996), our
focus on aggregate indicators leads us to test policy instruments, since the vishility of
individud billsisavariable for micro case dudies. If vishility does have any effect in
the macro studies, a proper index messure should neutralize this effect by striking a
ba ance between high and low profile bills. Moreover, the visibility of abill can change
quickly, based on changing circumstances and media coverage; whereas, the policy
indrument employed in agiven hill is unequivoca.

We anadyze three types of policy instruments: direct expenditures, tax
expenditures, and regulatory bills. Direct expenditures send the clearest Sgnd of aquid
pro quo relationship, since Members who receive business contributions may fear
accusation of an outright exchange of campaign contributions for direct government
payouts. Thisdamis amilar to Stein and Bickers (1994) finding that membersresst
providing direct expenditures for their condtituents until their electora margins become
competitive, though the evidence on an dectord connection is admittedly mixed (Frisch
1998; Rivers and Fiorina1989). Since business contributors generdly hail from both
ingde and outside amember’ s condtituency, the use of direct expenditures to benefit

business contributors presents the highest ectord risk for members of Congress. Direct
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expenditures can be tracked to individua members (Frisch 1998), beneficiaries may not
be a member’s congtituents, and the perception of a quid pro quo relaionship would
confirm voter’s suspicion of corrupt elected officias (Lane 1986). We therefore

hypothesize that:

H1.  Thereisno systemic association between Members' reliance on business contributions

and support for direct expenditure bills favorable to business interests.

Regarding hills for business tax expenditures and regulatory relief, we expect to
encounter very different results. First, bills that propose tax breaks and favorable
regulation of business are not as clear aform of quid pro quo, since thereis no dollar for
dollar exchange between contributors and members of Congress. In fact, some
policymakers even regject the concept that tax expenditures spend government money,
snce no government check is ever sgned (Schick 1986, 9). Second, these instruments
tend to be lower profile initiatives that are often not given significant amounts of time for
floor debates (Howard 1993, 410; McDanidl 1989, 170-73).° Less public debate suggests
that the politics of the policy process for these policy instrumentsis often less visble than
in the direct expenditure process.” Third, both tax expenditures and regulatory relief
appear off budget and are promulgated separately from appropriations (McDaniel 1989,
169), suggesting that they are made politicaly digtinct from direct expenditures. Findly,
businesses and their lobbyists recognize these policy instruments as advancing their
interests in important ways. Clawson, Neustadtl, and Weller (1998) found, for instance,
that over 90 percent of their sample of corporate PAC representatives claimed specific

tax expenditures as evidence of their success as lobbyists, and found repested claims that



the "tax code has become the de facto U.S. indugtrid policy.” (70) Thus, our second

research hypothesisis:

11

H2.  Thereisa positive association between Members' reliance on business campaign

contributions and their support for non-expenditure bills favorable to business

interests.

In sum, members of Congress find themsalvesin abind when it comesto
corporate campaign contributions. They tend to be heavily indebted to businessinterests
for bankrolling their campaigns, yet want to avoid the political damage of a quid pro quo
exchange with busnessinterests. The variety of legidaive ingruments that are avalable
to shape public policy provide the solution for their conundrum. Members vote
independently of their corporate Sponsors interests when legidation provides direct
government expenditures to business, but reward their business contributors with
favorable votes on tax and regulatory policy. In the next section, we describe the data
that enable us to test these hypotheses about the relationship between campaign

contributions and congressiona votes.

Methods
We test our theory of “enlightened rationality” on data from the 105™" House of
Representatives. To develop empirical measures of national business policy, we useroll
call votes cast in either House session of the 105" Congress that were deemed important
to business interests by the national groups that represent or oppose such policy. Our

sample of groups included two nationa business groups (the U.S. Chamber of Commerce
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and the Nationd Federation of Independent Businesses) and one citizen group
(Taxpayersfor Common Sense). Since we are dso specificaly interested in votes on
business tax policy, we included an additiona two votes that were deemed by the Joint
Committee on Taxation to involve business interests. Using these data, we developed two
measures of business policy. Thefirst isan index of thirty-one votes on direct
expenditures; the second is an index of twenty-five tax and regulatory policy votes®
Coding information and an annotated list of these bills appears in the Appendix.

Both of the vote indexes that we use as dependent variables are interndly
consggent. Theindex of thirty-one expenditure votes of interest to busnessregistersa
Cronbach’sa of .83, indicating that the value of each item in the scale isrdiably
predicted by the values of al of the other items (Spector 1992, 32). Thea for the twenty-
five item index of non-expenditure votes favorable to businessis a resounding .95.
Rdiability tests of the important vote indexes used in this analyss indicate thet they are
reliable and internaly consstent measures of their respective underlying congtructs:
expenditure bills that benefit business and non-expenditure bills that benefit business.

Each measure of business policy votes was regressed separately againgt a
quantitative measure of business contributions® We utilized Federal Election
Commission (FEC) data on business PACs and individua contributors. PAC data are
derived from candidate filings with the Federd Election Commission (FEC), and dataon
individua contributors includes only large (>$200) contributions, since smaller
contributions (<$200) are too numerous to code. Since only afew Members receive most
of their contributions from smdl individua donors (e.g., Ron Paul and Bernard Sanders),

the gatistical effect of this deta limitation is likey minimal.
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To edimate aggregate contributions from businesses which “bundled” individua
contributions, and the amount contributed from more dispersed business interests, we
relied on amethodology created by a non-partisan research ingtitute ' This methodology
utilizes information required by the FEC of candidates that receive contributions from
individua contributors. Thisinformation is provided on forms that can be used to
associate contributors with businesses, unions, and ideological interests, among other
groups. Using this information, we calculated the proportion of total business
contributions for each incumbent in the 105™ House of Representatives. Letting P =totd
contributions from business PACs; | = tota contributions from individuas with business
interests; and T = the total campaign contributions received by each incumbent, this
equation took the following form:

P+l )
T
Using this method, we controlled for the high variance in campaign contribution amounts
among House incumbents by confining the variance to a 100-point scale.

Severd other variables of interest are included in our models. Thefirst is member
ideology, which Wright (1998) among others, has shown to be critical in vote choice
modes. Like Wright, we use Americans for Democratic Action (ADA) scores as our
measure of ideology.!* Since there is some evidence that members are more likely to
provide benefits to their condtituents when they face competitive races (Stein and Bickers
1994), we include an dectord margin variable that is the incumbent’s margin of victory
in the 1996 dection. We dso include adummy variable to control for effects associated

with Members who may be more favorably inclined toward businessinterests because of



their committee assgnments.12 Findly, we include dummy variables for incumbent
region to control for different regiona levels of support for busnessinterests (Wright
1989). Thisvariable is operationalized by a series of dummy varigbles which are

derived from region standards established by the National Election Studies (NES).*

Results
The Effects of Overall Business Campaign Contributions on Business Votes
The results of our Ordinary Least Squares (OLS) modd estimates are consstent with our
“enlightened rationdlity” hypotheses. Members of Congress who receive a grester
proportion of their campaign contributions from business sources are more likely to
support business interests when bills are not direct quid pro quos.

Results from the first two models appear in Table 2. Modd 1 tests our first
hypothes's, which predicts no systemic association between business contributions and
member votes on direct expenditure bills favorable to business. Our results support this
hypothessin full: the contributions coefficient is Satigticaly inggnificant. Surprisngly,
the politica ideology coefficient is aso insgnificant, which suggests palitica
conservatives, who tend to oppose direct spending by the federa government on most
non-defense matters, and political liberals, who tend to oppose government handouts to
business, are indiginguishable regarding their overdl levels of support for pro-business
direct expenditure bills. Two other factors, whether amember Sits on ardevant
committee or is from the south, do display satisticaly significant associations with pro-
business direct expenditure votes.**

[Table 2 about here]
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Modd 2 tests our second hypothesis, which predicts business contributionswill
have a pogitive association with Member votes on hills that provide indirect benefitsto
business interests. The business contribution coefficient is correctly sgned and is
sgnificant, which supports Hypothess 2 in full.  Maogt of the control varigblesin the
Mode 2 estimation dso digplay Satigticaly sgnificant effects on the propengty to
support pro-business nortexpenditure bills.

To interpret these coefficients, we hold each variable congtant &t their means and
caculate first difference scores, which adjust for different measurement scales®® A
change from ardétively low reliance on corporate campaign contributions (58% of
funds) to a high rdliance on business contributions (93% of funds) increases the predicted
frequency of support for pro-business tax expenditures and regulatory changes by 13%.
This predicted effect of business contributionsis more than twice aslarge as a
comparable change in seniority, and more than three times as large as the effects for the
relevant committee, ectord margin, and two of the region variables. Politica ideology
has the greatest independent effect on support for business tax breaks, with afirst
difference score of 46%. Ideology may be the 900- pound gorillawhen it comesto
explaining votes for indirect government support for business interests; however,

corporate campaign contributions appear to play the next most influentid role in the

policymaking jungle.

The Independent Effects of PAC and Individual Contributions on Business Votes
In the first two modes we tested each of our hypotheses using the full contribution

variable, which we think isamore valid measure of the concept of business



contributions, since the same businesses that form and contribute to PACs aso encourage
employees to contribute to campaigns. We now distinguish between these two business
contribution measures to estimate the individual statistica effect of each contribution
type. Theteststhat follow will dlow usto edimate the significance of an incomplete
contributions messure in the extant literature.

[Table 3 about here]

Table 3 contains the coefficients for each type of contributions variable regressed
agang each voteindex. To contral for intervening effects, we generate the coefficients
by re-running the full models used to test our hypothesesin Table 21° Thereailts
suggest that incomplete measures of business contributions have undermined estimates of
the true gtatigtical relationship between contributions and congressiond votes.

In each modd, the substantive impact of business contributionsis Setidticaly
dependent on the indicators used to measure the business contribution coefficient. If the
contribution measure is limited to PAC contributions, Hypothesis 1 is disconfirmed. The
coefficients for the busness PAC measure are al positive, Sgnificant, and predict, ceteris
paribus, that PAC contributions are associated with pro-business voting records
regardless of the policy instrument that is employed. If, on the other hand, we limit the
contribution measure to individuals with business interests, the results are more
ambiguous. The coefficient on the individua contributions variable in Modd 5is
negatively sgned, which disconfirms Hypothesis 1. On the other hand, the same variable
has a positive coefficient in Modd 8. Importantly, coefficients for the incomplete
measures of business contributionsin Models 7 and 8 are also considerably weaker than

the estimate for the full contribution measure reported in Modd 6.
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All of these results suggest that measurement error in the contributions variables
that have been employed by previous analysts has likely biased the conclusions that

dominate this important literature.

Conclusons
Our study has provided new theoretica and methodologica answersto the longstanding
question as to why business interests regularly contribute hundreds of millions of dollars
to candidates every dection cycle but appear to gain no policy advantage from their
gzeable invesment. Our empirica results show that business campaign contributions do
have an influence on pro-business tax and regulatory votes--much more than mere access
into the policy process or an occasond vote. Thisfinding is consstent with atheory of
rational members of Congress acting within the bounds of inditutiona congraints.
Incumbents must minimize the dectord risk of gppearing in aquid pro quo rdationship
with business, but must nonetheless attract large contributions to remain in office and
cultivate credentids among party leaders. Such opposing objectives create an incentive
for Membersto learn how to calculate the costs and benefits associated with the use of
various policy ingruments.

Our findings from the additiond models we presented in Table 3 dso suggest that
previous clams of no connection between contributions and votes were driven by
measurement error. Even as earlier andysts were mistaken to treet all policy instruments
similarly, as direct expenditures differ from indirect benefits in fundamenta ways, they
were also mistaken to treet corporate campaign dollars differently, depending merely on
how the dollars arrived on their doorsteps. The analysis shows that a more complete

measure of business contributions, which takes into account both PAC and individud
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contributions solicited by businesses, yields substantialy more robust results.

Incumbents are more likely to be aware of, and responsive to, their overall dependence on
business contributions and |ess attentive to whether the money was ddlivered by a PAC or
the bundling of individud contributions.

Our study certainly does not close the book on the question of campaign
contributions and policymaking. However, it should open anew chapter for more
rigorous explorations of thisimportant politica and policy issue. Future research should
examine whether our enlightened rationdity results hold for House membersin other
Congresses besides the 105" and for union contributions as well as donations from
business sources. Thereis aso aneed to test our theory in the Senate, since the longer
terms, larger condtituencies, and higher campaign costs may creste different incentive
dructures than in the House. Al of these studies will contribute to our understanding of
the crucia connection between campaign dollars and public policy, and our resulting

evauation of representation in the democratic process.
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Appendix
Table Al. Annotated ExpenditureBill List

BILL DESCRIPTION

H.Amdt 272 On passage of an amendment to limit loans to sugar companies

H.Amdt 273 On passage of an amendment to prohibit types of funding for peanut companies

H.Amdt 227 On passage an amendment that would reduce various Forest Service Funding

H.Amdt 229 On passage of an amendment that would cut funds for Clean Coal Technology

H.Amdt 230 On passage of an amendment that would cut funding for fossil fuel programs

H.Amdt 274 On passage of an amendment to limit grants to businesses and trade associations

H.Amdt 390 On passage of an amendment that would diminate funding for the Advanced
Technology Program

H.Amdt 301 On passage of an amendment to reduce funding for overseas investment

H.Amdt. 271  On passage of an amendment to prohibit subsidization for tobacco businesses

H.Amdt 755 On passage of an amendment to increase funding for the Bureau of Land
Management

HR 1385 On passage of the Employment, Training, and Literacy Enhancement Act

H.Con.Res84  On agreeing to the Budget Resolution for Fiscal Year 1998

HR 1270 On passage of the Nuclear Waste Policy Act

H.Amdt 701 On passage of an amendment that would limit peanut subsidies

H.Amdt. 703  On passage of an amendment that would limit loans to sugar companies

H.Amdt 698 On passage of an amendment that would limit dairy subsidies

H Res. 605 On passage of aresolution for the Department of Transportation 1999
Appropriations

HR 4328 On passage of the Department of Transportation Appropriations

HR 4060 On passage of the 1999 appropriations for energy and water devel opment

H.Amdt. 275  On passage of an amendment to increase reduce tobacco subsidies

H.Amdt 704 On passage of an amendment to limit funds for overseas marketing

H.Amdt 730 On passage of an amendment to reduce loan amounts to companies with foreign
entities

HR 2631 On passage of a hill to overturn President’s Clinton’s veto of military
congtruction in the Military Construction Appropriations Act

HR 4570 On passage of ahill for certain appropriations to the nationa park service

HR 4193 On passage of aresolution to waive points of order against appropriations for
the Department of Interior and related agencies

H Res. 605 On passage of the Department of Transportation appropriations

HR 2400 On agreeing to the Conference Report of the Building Efficient Surface
Transportation and Equity Act

HR 2400 On motion related to federal-aid for various transportation programs

HR 2400 On agreeing to a conference report related to federal-aid for various
trangportation programs

H.Amdt 549 On passage of an amendment to limit authorized highway project funds

H.Amdt 550 On passage of an amendment to reduce funds for various highway projects

Note: All bills are from the 105" House of Representatives, and were listed by either the
Chamber of Commerce, National Federation of Independent Businesses, Taxpayers for
Common Sense or the Joint Committee on Taxation as a business policy vote. Billswere
coded as expenditure billsif the bill content included government expenditure.
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Table A2. Annotated Non-Expenditure Bill List

BILL DESCRIPTION

HR 992 On passage of the Tucker Act Shuffle Relief Act

HR 3310 On passage of the Small Business Paperwork Reduction Act Amendments

HR 3246 On passage of the Fairness for Small Business and Employees Act

H.Amdt 633 On passage of an amendment that would not exempt certain tax and tariff
provisons

HR 3534 On passage of the Mandates Information Act of 1998

HR 3150 On passage of the Bankruptcy Reform Act

HR 2888 On passage of the Sales Incentive Compensation Act

HJRes.121 On passage of the Disapproving most-favored-nation treatment for China

HR 1689 On passage of the Securities Litigation Uniform Standards Act

HR 3736 On passage of the Workforce Improvement and Protection Act

HR 2621 On passage of the Reciproca Trade Agreement Authorities Act

HR1 On passage of Working Families Hexibility Act

HJRes 79 On passage of the Disagpproving most-favored-nation treatment for China

HR 2015 On passage of 1998 Budget Reconciliation (see note below)

HR 2607 On passage of the Sabo (MN) Amendment

HR 1534 On passage of the Private Property Rights Implementation Act

HR 2676 On passage of the Internal Revenue Service Restructuring And Reform Act

H.Amdt 918 On passage of an amendment to stall tax cuts

H.Amdt 207 On passage of an amendment that would target tax cuts

H.Amdt 123 On passage of an amendment to delay tax credits

H.Amdt 126 On passage of an amendment to cut defense spending and limit tax cuts (see
note below)

HR 4579 On passage of the Taxpayer Relief Act

H.Amdt. 551  On passage of an amendment to phase out most of the federal gas tax

HJ Res. 62 On passage of the Tax Limitations Amendment

HR 2014 On passage of the Taxpayer Relief Act

Note: All bills are from the 105™" House of Representatives, and were listed by either the
Chamber of Commerce, National Federation of Independent Businesses, Taxpayers for
Common Sense or the Joint Committee on Taxation as a business policy vote. Billswere

coded as non expenditure billsif the bill content did not appropriate government revenue, or at
least one interest organization placed the mgjority of emphasisin their analysis of the bill (see
Archival Data Resources below) on the non-expenditure bill content.
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Table 1. Mean Business Campaign Contributionsin the 105" Congress

Campaign Contribution Sources House Senate
Mean aggregate business contributions $437,360 $1,015,518
Mean business PAC contributions $219,378 $665,523
Mean business individuals contributions $217,983 $349,995
Number of cases 435 100
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Note: Contribution estimates are based on al business contributions made to incumbentsin 1997
and 1998. Severa incumbents were excluded from analysis because they either |eft office before

the term ended, or had incompl ete data.



Table 2. Effects of Business Contributions on Pro-Business VVotes
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Modd 1 Model 2 First Difference
Dependent Variable Expenditure Non-expenditure Non-expenditure
Variable of Interest:
Business % of Contributions .09 38x** 13.19%
(.07) (.05)
Control Variables:
ADA Ideology Score -.00 -.B1*** -45.90%
(.04) (.03)
Electora Margin -.03 -.08** -3.66%
(.04) (.03)
Seniority (years) .18 - 31F** -4.95%
(12 (.08)
Relevant Committee Member -4.26** -3.72%* -3.32%
(2.02 (1.44)
Midwest 2.66 3.90** 3.41%
(2.67) (1.91)
South 9.53x** 42 40%
(259 (1.85)
West 155 3.82* 3.10%
(2.81) (2.00)
Constant 51.72%** 61.35%**
(6.97) (4.98)
Adjusted R* .05 .83
F-Statigtic 3.82x** 263.78***
Number of cases 423 423

Note: Effects are displayed as unstandardized regression coefficients. Standard errors appear in
parentheses under coefficients. * = significant at p < .10 based upon atwo-tailed t-test; ** = p <
.05; *** = p < 01. First differences are the estimated effects on the dependent variable of a
change in the vaue of the given explanatory variable from one standard deviation below its mean
to one standard deviation above its mean, or from O to 1 in the case of dummy variables.
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TABLE 3. Effect of Three Business Contribution M easures on Pro-Business Bills

Model 3| Model 4| Model 5

Model 6 | Model 7 | Model 8

Dependent Variable: Expenditure Non Expenditure
Variables of Interest:
Total Business % of .09 38x**
Contributions (.07) (.05)
PAC Business % of 27 .120*
Contributions (.05) (.04)
Individual Business % of -.22%* Qr*
Contributions (.05) (.04
Control Variables;
ADA Ideology Score -.00 .03 -.05%* - B1F** WAk - T3
_ (.04 (.03 (.03) (.03) (.02 (.02
Electord Margin -.03 -.03 -.01 -.08** -.05 -.05
(09 (09 (.04) (.03) (.03) (.03)
Seniority (years) 18 .09 A2 - 31xx* -3 - 27x**
(12 (12 (12 (.08) (.09) (.09)
Relevant Committee -4.26%*| - 7.10%** -530***% -3.72*%* -3.12%* -1.12
Member (2.02) (2.02) (1.97) (1.44) (1.56) (1.52)
Constant 51.72%*% 49.16***| 69.94***| 61.35***| 00.25***| Q1.54***
(6.97) (334)| (369 (4.98) (2.61) (2.85)
Adjusted R* .05 A1 .09 .83 82 81
F-Statistic 3.82%*%  7.38***| 6.16%**| 263.78***| 23358***| 220.43***
Number of cases 423 423 423 423 423 423

Note: Effects are displayed as unstandardized regression coefficients. Standard errors appear in
parentheses under coefficients. * = significant at p < .10 based upon atwo-tailed t-test; ** = p <
.05; *** = p <.01. Region control variables are admitted due to space constraints — coefficient
estimates are available from authors. We operationdize the new contribution measures in the
same manner we operate the total campaign contributions variable — for instance, PAC
contributions were divided into total campaign contributions to derive a proportion of total
business PAC contributions to all contributions.
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Notes

! For amore extensive review of this literature see Smith (1995, 91-97).

2 Adcock and Collier (2001) distinguish between background and systematized concepts for the
purposes of establishing measurement validity. In the analysis at hand, we follow their lead in
focusing on the systematized concepts in this literature and not the background concepts.
Therefore in the analysis that follows, we ask the question "Has this literature properly measured
business contributions,” and not " Are contributions a proper measure of influence.” We leave the
later question for further debate and research, as extant literature has, but in no way think it is any
less of an important question to consider. By focusing on the systematized concept, however, we
will be able to more clearly focus our "friendly amendments' on previous work.

3 The weight of PAC contributions from businesses would likely diminish even further if we
included statistics on indirect expenditures, such as soft money and issue advertissment. Our
focus is exclusively on direct contributions, however.

4 Stigler (1971) and Peltzman (1976) argue that business interests actually lobby for regulation to
keep competitors from entering the marketplace. Nonetheless, the interest organizations that
lobby on behaf of national, or macro business interests, such as the U.S. Chamber of Commerce
or the National Federation of Independent Businesses, consistently take positionsin the published
literature we reviewed that suggest less regulation is generally preferred by national business
interests to more regulation. We do recognize, however, that micro business interests likely do
lobby on more narrow regulatory issues of the type put forth by Stigler and Peltzman.

® Mark Smith (2000) provides good examples and analyses of other political dimensions to
national business interests.

® There are important exceptions to this claim; see for instance Suarez (2000) for examples of
both high and low visibility tax bills. But, as McDaniels (1989) makes clear, tax expenditure
policy is often tucked away in omnibus bills that rarely are subject to visible debate or registered
conflict. And, the visihility that is given to these bills is often diffused through a variety of
interest frames, so it may not be enough to specify vishility asif political actorsreact toitina
dngle-issue vacuum.

" See Howell (n.d.) for apardld application of similar reasoning to the field of presidential
decison making. In his pioneering study, he concludes that presidents increasingly rely on
executive orders to accomplish their policy objectives, since it is perfectly rational for them to
employ this path of least politica resistance

® This literature has used both index scoresin OLS or GLS regression modes, and individual
votes in avariety of maximum likelihood models. Since we are interested in measuring a

national business interest, and not individual business interests, we use the index score, which

will more directly test the macro behavior we theorize about, and will relate more closdly with the
macro indicators we test.

° By treating our contribution variable (X) as a predictor of our business policy index (Y), we do
not control for the possibility that campaign contributions may be endogenous. Since businesses
might reward members of Congress for past pro-business votes, votes could be causing
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contributions instead of contributions causing votes. This threat that the explanatory variable of
interest and dependent variable simultaneoudly determine each other is mitigated by the fact that
we are interested in the different effect of contributions on expenditure versus non-expenditure
bills. If smultaneity were driving our results, we would expect there to be no difference in these
observed effects, since it is not conceivable that business contributors only reward members who
previoudy provided benefits with nonexpenditures, for example, but do not reward members who
provided benefits via direct expenditures. On the other hand, we have provided strong theoretical
reasons for why members might only reward contributors with nonexpenditures, and not with
expenditures. If Members do try to use their votes to buy future contributions, it would aso be
unclear why ingtitutions heavily lobby both dlies and adversaries (Hojnacki and Kimball 1998;
Smith 1993) or fence-ditters (Wright 1990), and contribute evenly to both partiesin spite of
established partisan disparities in business support (Smith 2000, 123-24).

10 The Center For Responsive Palitics, http://www.opensecrets.org

1 Theinclusion of a party affiliation dummy variable in the models produces extreme
collinearity with the ADA score variable. Since the ADA score represents a more “global”
measure of innate policy preferences, and is a much better predictor of voting behavior than is
party affiliation, we decided to rely exclusively on ADA scores to control for ideological
preferences.

12 Although every committee could potentially look favorably upon business, we selected three
that specifically handle business policymaking: Commerce, Small Business, and Ways and
Means.

'3 |n the over 35 articles that have been published in this area, there has been a wide, though
inconsistent, range of model variables used. While many of these variables are important micro
indicators of vote decisions, our focus on national interests requires amodel of aggregate
indicators. We dso fed safein our assumption that our indexes of over fifty roll call votes likely
controls for some of these factors (due to the Frequentist’s law of large numbers), like low vote
vighility (Sorauf 1992), narrow vote impact (Stratmann 1992), non-controversia and non-
publicized vote choices (Conway 1991), and heavily lobbied votes (Evans 1986). Others, like
congtituent interest density (Stratmann 1992; Coughlin 1985) pose more difficulties, though,
again, our focus on macro indicators should mitigate this variable's influence; and we include a
region variable to account for some of these effects.

14 Although we have no theoretical reasons to suspect nonlinearity problems, since the model
performance statistics for the direct expenditure model are so dismal, we ran a series of basic
scatter plots to check for nonlinear relationships between the predictor and the independent
variables. We found no support for an aternative model specification.

15 These first difference scores measure the predicted change in the dependent variable brought
about by a change in the value of an explanatory variable from one standard deviation below its
mean to one standard deviation above its mean. For dummy variables, the first differences
represent the change in the predicted value of the dependent variable brought about by a change
initsvaluefrom0to 1. In dl cases, the values of the other variablesin the model are held
constant at their respective means.

16 Gujarati (1995, 470) highlights other statistical methods that have been deployed to explain the
significance of measurement error, though these tend to be specific to the analysis at hand,
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freighted with restrictive assumptions, and ultimately, not very satisfactory. Kennedy (1998, 141)
proposes a weighted regression dtatistic, determined by the ratio of the OLS residual error
(vertical distance) and the measurement error residual (horizontal error), but concedes that these
statistics are usually not simultaneously known. We therefore proceed to estimate measurement
error with arelatively smple analysis of different OLS coefficients, which will alow usto
speculate about the true measurement error. However, we think that analyzing the adeguacy of
the indicators used to measure the systematized concept, as we did in the literature review
section, clearly makes the case that measurement error has plagued previous measures of
campaign contributions.



