Democratization Effects of Campaign Contribution Limits in Gubernatorial Elections

By

Kihong Eom and Donald A. Gross(
Department of Political Science,

University of Kentucky

Paper Presented at the annual meeting of the Midwest Political Science Association, Chicago, IL, April 15 – 18, 2004.

Abstract

Campaign contribution limits have been a common feature of campaign finance reform efforts in most states.  The use of contribution limits was seen as an important mechanism to lessen the influence of so-called “special interests” and to encourage citizen participation.  Contribution limits could “democratize” the system of contributions by forcing candidates to rely on a larger number of smaller contributions thereby reducing the “value” of any single contribution.  In this paper we focus on the alleged “democratization” effects of campaign contribution limits.  We examine 58 gubernatorial elections in 42 states during the period of 1990 to 2000.  Analyses of the number of contributors, the dollar amount of contributions, and the average amount of each contribution suggest that contribution limits do have a democratization effect.  The nature of the effect, however, does depend upon whether one examines all contributors, just particularistic contributors, or just individualistic contributors.
Soon after the “Watergate scandal” Congress undertook efforts in 1974 to reform the federal campaign finance system.  A major component of this reform effort was the introduction of campaign contribution limits.  The use of contribution limits was seen as an important mechanism to lessen the influence of so-called “special interests” and to encourage citizen participation.  Contribution limits could “democratize” the system of contributions by forcing candidates to rely on a larger number of smaller contributions thereby reducing the “value” of any single contribution.  Similar motivations eventually led the vast majority of the states to also impose contribution limits.  In fact, other than reporting and disclosure requirements, campaign contribution limits have been the most common feature of state campaign finance reform efforts (Gross and Goidel 2003).

Despite their apparent popularity, campaign contribution limits do have their critics.  Some have expressed concern that contribution limits place unnecessary burdens on candidates, especially the need to spend time and resources on the collection of money (Sorauf, 1992, p. 73).  Others have been concerned with the enforcement of the laws; whenever regulations are enacted, contributors are said to find loopholes to achieve their goals (Malbin and Gais, 1998; and Sorauf, 1992).  And, critics have argued that campaign contribution limits are likely to increase the advantages already held by incumbents (Aranson and Hinich, 1979; Hinich, 1977; Box-Steffensmeier and Dow, 1992; Cox and Magar, 1999; Smith, 1996; and Snyder, 1990 and 1993).

In this paper we focus on the alleged “democratization” effects of campaign contribution limits.
  Do contribution limits increase citizen participation through increased numbers of contributors? Do they decrease the average amount of each contribution?  We examine 58 gubernatorial elections in 42 states during the period of 1990 to 2000.  Analyses of the number of contributors, the dollar amount of contributions, and the average amount of each contribution suggest that contribution limits do have a democratization effect.  The nature of the effect, however, does depend upon whether one examines all contributors, just particularistic contributors, or just universalistic contributors.

THEORY AND LITERATURE

At both the state and federal levels, contribution limits are often seen as a central component of campaign finance reform efforts.  In the realm of public discourse, supporters typically suggest three rationales for contribution limits.  They are said to: (1) reduce corruption or at least public perceptions of corruption; (2) make the fundraising process more democratic by forcing candidates to raise money from a broader base of support; and (3) reduce the overall level of candidate spending by making fundraising more burdensome.  With equal force, opponents of contribution limits have generally suggested four reasons for opposing them.  Contribution limits are seen as: (1) an infringement of free expression; (2) easily circumvented through the use of loopholes in the law; (3) an unnecessary burden on candidates; and (4) likely to increase the financial advantage already held by incumbents.  

In this paper we focus on what can arguably be called the “democratization” effects of contribution limits.  As already stated, reform advocates see contribution limits as a way to reduce corruption or at least public perceptions of corruption.  And, the courts have generally upheld the principle of contribution limits based upon a legislative concern over corruption or the appearance of corruption.  This concern, of course, is based upon the proposition that individuals or groups gain, or are perceived to gain, undue influence over the governmental process by exchanging something of value (a campaign contribution) for favorable treatment in the governmental process.
  For reform advocates, this exchange relationship is seen as a serious violation of the democratic principle of political equality.  One can democratize the process, therefore, by minimizing these exchange relationships or the importance of a single contribution to government decision-making.

In the context of campaign contribution limits, the key to minimizing the effects of exchange relationships between contributors and politicos is to change the relationship between the value of any single contribution vis-à-vis the cost of gaining influence.
  There are three possible scenarios under which this can occur.  First, contribution limits can reduce the value of any single large contribution by placing limits on the monetary value of any single contribution.  As a number of potential contributions are forced below the perceived cost of gaining a desired amount of influence, the number of potential exchange relationships will be reduced.  Fewer potential contributors will give a contribution to a single candidate simply because insufficient influence is gained by a contribution.  A second possibility is that the value of any fixed dollar amount of a contribution will be reduced by increasing the supply of contributors.  With contribution limits in place and candidates perceiving the need to continue to spend equal or greater amounts of money, they will necessarily need to seek out greater numbers of contributors.   Assuming a fixed amount of influence to be gained, as the supply of contributors of any single fixed dollar amount continues to increase, the lower the value of any fixed dollar amount vis-à-vis the cost of influence.   Since the number of shares of potential influence is greatly increased for any single fixed dollar amount, the lower the influence value of each share.  Thus, potential influence becomes widely distributed throughout the political system.  This approach has the added democratic advantage of increasing citizen participation.  The third scenario is simply that both of the first two possibilities will occur.

The difficulty of evaluating the democratization effects of campaign contribution limits is that each of the three possibilities just discussed can have conflicting empirical manifestations.    In all three scenarios, one ought to expect that campaign contribution limits will tend to reduce the average dollar amount of all contributions.  But, the first scenario suggests that contribution limits ought to reduce the number of contributors while the second suggests that contribution limits ought to increase the number of contributors.  Whether one sees any change in the number of contributors, and the direction of the change, in the case of the third scenario heavily depends upon the balance between the conflicting forces resulting from the first and second possibilities.  Of course, all of these arguments depend upon specific motivational imperatives for contributors and candidates.  To move forward, therefore, it becomes necessary to consider the motivations underlying political contributions. 


“Why do contributors to political campaigns make donations?”  While it is possible to draw up an extensive list of possible motivations for any set of contributors, most literature has focused on two distinct types of motivations for contributing:  influencing policy, particularistic contributors, and helping favorite candidates, universalistic contributors (Aranson and Hinich, 1979; Ben-Zion and Eytan, 1974; Fuchs, Adler and Mitchell, 2000; Hinich, 1977; Jones and Hopkins, 1985; Morton and Cameron, 1992; Snyder, 1990 and 1993; and Welch, 1974 and 1980).
  This motivational distinction is critical because there are likely to be systematic differences in contribution behavior between particularistic and universalistic contributors.

Particularistic contributors, whose concurrent assumption is “certainty of returning a favor,” have influencing policy as their prime motivation (Morton and Cameron, 1992; Snyder, 1990 and 1993; and Welch, 1974 and 1980).   They supply campaign funds simply because they want to influence narrowly defined policy that provides a benefit for a particular interest, assuming that the probability of winning an election is fixed.    

Particularistic contributors can be further classified as either buying insurance or attempting to sway legislation.  Hinich (1977), for example, argues that since winning candidates have a quasi-monopoly of power over contributors, “a winning candidate can punish an industry or group.  The contribution may be viewed as an insurance investment which reduces the probability of enactment of a government policy which is extremely costly to the contributor” (p.48).



Particularistic contributors may also be seen as attempting to “sway legislation” (Austen-Smith, 1995; Ben-Zion and Eytan, 1974; Box-Steffensmeier and Dow, 1992; Cox and Magar, 1999; Hendrie, Salant, and Makinson, 2000; Jones, 1981; Morton and Cameron, 1992; Synder, 1990 and 1993; Stratmann, 1998; and Welch, 1974 and 1980).
 In this case, contributors donate only a quid pro quo basis and are only interested in private benefits for themselves.  That is to say, donors give contributions only when it is sure-betting for a profitable return on their investment.  Regardless of these sub-motivational arguments, however, the sure-betting assumption leads to the same conclusion:  particularistic contributors make donations to those who have a higher probability of winning, mostly incumbents, in order to be sure of returned favors whether it is insurance or favorable legislation.  In addition, the same literature suggests that contribution limits will increase the bias in contributions in favor of incumbents.  If the amount of possible contributions is shrunk, thanks to contribution limits, contributors are more likely to allocate the contracted amount to incumbents rather than to challengers.

Box-Steffensmeier and Dow (1992) find evidence to support this argument; contribution limits tend to result in an increase in the number of total contributors which mostly goes to incumbents.  As they state, “if an interest group is prohibited from providing additional resources to candidates whom it would otherwise support, it will, in general, substitute part of the intended contribution from the most preferred recipients to others and reduce the size of the total budget allocated….. However, given the extraordinary resources of major contributors, their optimal allocation across candidates in a regulated setting will likely result in a larger number of candidates receiving contributions than would otherwise be the case” (Box-Steffensmeier and Dow, 1992, p. 613).

Universalistic contributors give to candidates with desirable viewpoints.  They primarily donate money to affect the probability of winning elections given the fixed policy position of a candidate (Ansolabehere, Figueiredo, and Snyder, 2003; Fuchs, Adler, and Mitchell, 2000; Morton and Cameron, 1992; Mutz, 1995; Poole and Romer, 1985; Sabato, 1984; Synder, 1990 and 1993; and Welch, 1974 and 1980).  While the theoretical foundations underlying universalistic contributors are not as well established as those for particularistic contributors, one common theme underlying universalistic contributors is that their contributions are “consumption”; “political giving must be a form of consumption not unlike giving to charities such as the United Way or public radio” (Ansolabehere, Figueiredo, and Snyder, 2003, p. 10).  Also, universalistic contributions suffer from the “free rider problem” with universalistic contributors most likely to support their candidate with contributions when the candidate is threatened or losing ground (Mutz, 1995).

It is clear that the major difference between a particularistic contributor and a universalistic contributor is what he or she expects in return for a contribution.  Importantly, to donate universalistically is of insignificant value to an individual because of the nature of the donation, i.e. public goods, the utility of donating is not much different from non-donating (Morton and Cameron, 1992).  This suggests that the utility function for a universalistic contributor is less sensitive to contribution values compared to a particularistic contributor.  Thus, the effect of contribution limits on universalistic contributors is likely to be extremely small if not inconsequential.

Having suggested the importance of distinguishing between particularistic and universalistic contributors, it is now possible to reconsider the three scenarios regarding the democratization effects of contribution limits for each type of contributor.  Let us first consider the case of particularistic contributors. 

 Particularistic contributors supply funds because they want to influence policy.  Under the first scenario contribution limits reduce the value of any single large contribution by placing a limit on the monetary value of any single contribution.  As some set of contributions (at least one) are forced below the perceived cost of gaining influence, some contributors will necessarily decide not to supply a contribution.  Under the first scenario, therefore, there would be a reduction in the total number of particularistic contributors.  

Under the second scenario, contribution limits lower the value of any given single fixed dollar contribution by increasing the total number of any given fixed dollar contribution.  Because candidates perceive the need to spend equal or greater amounts of money, they will necessarily seek out a greater number of contributors whether particularistic or universalistic.  As the value of any given fixed dollar contribution is reduced by any increase in the number of all contributors, the likelihood that a particularistic contributor will give any such fixed dollar contribution is actually decreased.  The “value” of their fixed dollar contribution may simply no longer allow them to obtain the benefits they desire.  Thus, the second scenario will also result in a reduction in the total number of particularistic contributors.

The first scenario results in a reduction in the total number of particularistic contributors by placing the monetary cost of obtaining a given amount of influence beyond what a given set of potential particularistic contributor can contribute.  The second scenario results in a reduction in the total number of particularistic contributors by significantly reducing the value of any given fixed dollar contribution which, for many potential particularistic contributors, will no longer allow them to obtain the benefits they desire.  Finally, since the third scenario is simply some combination of the first two, it will also result in a reduction in the total number of particularistic contributors.
 As a final point, it should be noted that under all three scenarios, since the number of particularistic contributions will be decreased and the average dollar amount of contributions will be decreased, it follows that the total dollar amount of all particularistic contributions will also be decreased.

Universalistic contributors supply funds to candidates with desirable viewpoints.    Their utility from donating is not much different from non-donating.  Thus, universalistic contributors are not likely to be significantly affected by contribution limits.  Scenario one is not likely to have a significant effect on the number of universalistic contributors. They merely want to help their preferred candidate and if they can only contribute $1000 dollars instead of their preferred contribution of $2000, so be it.

In the case of universalistic contributors, the key to scenario two is the perceived need of candidates to spend equal or greater amounts of money.  Since candidates need to seek additional contributors and contributions but cannot obtain additional particularistic contributors, they need to increase the number of universalistic contributors.  It is likely that some universalistic contributors will respond to appeals for additional contributions.  While universalistic contributions suffer from the “free rider problem,” they are most likely to support their candidate with contributions when the candidate is threatened or losing ground (Mutz, 1995).     Thus, under scenario two there is likely to be an increase in the number of universalistic contributors.  Finally, since scenario two is driven by the need for candidates to spend equal or greater amounts of money without being able to obtain additional particularistic contributions, there ought to be an increase in the total dollar amount of money obtained from universalistic contributors.

Scenario three is also likely to result in an increase in the number of universalistic contributors.  Since scenario one is not likely to affect the number of universalistic contributors while scenario two increases the number of universalistic contributors, combinations of the first two scenarios ought to result in a net increase in the number of universalistic contributor and the total dollar amount of money obtained from universalistic contributors.

As a final point, it is important to recognize that if one were to simply analyze all contributors, then it simply would not be possible to predict whether or not one would see an increase or decrease in the number of contributors as a result of the introduction of campaign contribution limits.  One would have to know, a priori, the number of particularistic and universalistic contributors.  Nevertheless, one would still expect a decrease in average dollar value of all contributions.

We began this section by suggesting that there were three scenarios under which campaign contribution limits might be said to “democratize” the system of campaign contributions.  Under scenario one contribution limits inhibit the ability of contributors to obtain influence beyond that specified by the monetary value of the contribution limit and will discourage contributions by those who perceive the need to obtain high end influence.  Scenario two reduces the value of any given fixed monetary contribution and makes the associated shares of such influence widely distributed throughout the political system.  Scenario three, which is most likely to occur in most real world circumstances, has both effects. 

We then argued that the motivational imperatives of contributors and candidates were likely to affect the empirical manifestations of these scenarios.  Of particular importance is the distinction between particularistic and universalistic contributors.  For particularistic contributors, all three scenarios are likely to be manifested in a decrease in the number of particularistic contributors.  For universalistic contributors, while scenario one is not likely to affect the number of contributors, scenarios two and three are likely to increase the number of contributors.  Since scenario three is what we expect in real world applications, we suggest the following hypotheses:

H (1)  If campaign contribution limits are introduced into an electoral setting, then there will be a decrease in the average dollar value of all contributions.

H (2)  If campaign contribution limits are introduced into an electoral setting, then  there will be a decrease in the number of particularistic contributors.

H (3)  If campaign contribution limits are introduced into an electoral setting, then there will be a decrease in the average dollar value of particularistic contributions.

H (4)  If campaign contribution limits are introduced into an electoral setting, then there will be a decrease in the total dollar amount of particularistic contributions.

H (5)  If campaign contribution limits are introduced into an electoral setting, then there will be an increase in the number of universalistic contributors.

H (6)  If campaign contribution limits are introduced into an electoral setting, then there will be a decrease in the average dollar value of universalistic contributions.

H (7)  If campaign contribution limits are introduced into an electoral setting, then there will be an increase in the total dollar amount of universalistic contributions.

DATA AND METHODS

Supporters of campaign contribution limits have argued that contribution limits can have a democratization effect on the campaign finance system.  In the previous section we suggested that this democratization effect can occur through any of three possible scenarios.  Based upon a number of theoretical propositions we suggested that these scenarios would have different empirical manifestations for particularistic contributors than for universalistic contributors.  This resulted in the generation of seven hypotheses.  In this section we begin with a brief discussion of the data used in our analyses.  We then discuss the measurement of our independent and dependent variables.  We conclude this section with the generation of a statistical model to test our hypotheses.

Data:
Collecting campaign contribution data at the state level can be problematic.  In the context of our analyses, two potential problems are of particular significance.  First, it is simply impossible to get an accurate count of the actual total number of contributors in a large number of states because all states specify a minimum threshold below which individual contribution records are simply not maintained.  States also differ in the specification of this threshold with most states having a threshold level of between $100 and $200.  As such, in our analyses, when we refer to the number of contributors, it is actually the number of contributors in a state who contributed above the reporting threshold.  In our analyses, each case is the total number of individually recorded contributions above the reporting threshold to a particular gubernatorial candidate in a given state in a given election cycle.

A second problem in state contribution data is that states do not have a uniform standard for specifying the type of contribution given to a particular candidate.  Matching individual records with list of Political Action Committees or corporations is extremely expensive and time consuming.  But, the specification of the types of contributors is extremely important to our analyses of particular types of contributors.  Fortunately, the National Institute on Money in State Politics (NIMSP) helped solve this problem.  NIMSP provides a coding scheme that allowed us to categorize contributors as individuals, parties, ideology/single issue, labor union or corporation.
Contribution data were collected for 58 gubernatorial election cycles from 1990 to 2000 in 42 states.
 State contribution limits were obtained from the work Campaign Finance Law (Feigenbaum and Palmer 1990-2000).  Political data were collected from America Votes (Scammon, McGillivray, and Cook, 2000) while demographic data were collected from the Statistical Abstract of the United States (1990-2000).

The Dependent Variables:
The primary focus of our analyses is the consequence of having campaign contribution limits for major party candidates.  As such, three dependent variables are used in our analyses:  number, amount, and amount per contribution.  The number of contributions per eligible voter refers to the number of contributors who donated to a given major party candidate divided by the number of eligible voters in a state during a given election cycle.  The amount of contributions per eligible voter is calculated by taking the total amount of all contributions given to a given major party candidate and dividing it by the number of eligible voters in a state during a given election cycle.
 Finally, the amount per contribution is calculated by taking the standardized amount of contributions to a given major party candidate and dividing it by the standardized number of contributors to the same major party candidate.  It is, the average or mean value, of the contributions.  As such, each case represents a given major party candidate in a given state during a given election cycle.
The Independent Variables:

The effect of contribution limits is the primary focus of our analyses.  We use a single composite variable to measure the effects of contribution limits.
 Although states often place different levels of restrictions on corporations, labor unions, PACs, individuals and political parties, regulations do exhibit cumulative properties (Gross and Goidel, 2003; and Malbin and Gais, 1998).
 As such, the limitation variable is coded in the following manner.  Limitation is coded 0 if there are no limitations placed on individual, political party or PAC contributions.  This is done because corporations and labor unions often can circumvent limitations placed on them through the use of affiliated PACs (Sorauf, 1992).  It is coded as 1 if there are some limits placed on corporations, labor unions, and PACs with no limitations placed on individuals or political parties.  States are coded as 2 if there are some limitations placed on corporations, labor unions, and PACs with some limits placed on either individuals or political parties.  A value of 3 indicates that some limits are placed on corporations, labor unions, and PACs with some limits placed on both individuals and political parties.  Finally, a value of 4 indicates that corporations and labor unions are prohibited from contributing, that there are some limits on PACs, and that there are some limits on both individuals and political parties. 

In addition to the limitation variable, independent control variables fall into three categories:  political variables, demographic variables, and dummy variables used to represent years.  The political control variables are interparty competition, partisan strength, government status, candidate status, and the party of the candidate.  Demographic control variables are the wealth of a state and education.

Numerous analyses have shown that interparty competition is an important factor to consider when analyzing campaign finance issues in general, and political contributions in particular (Fuchs, Adler, and Mitchell, 2000; Goidel, Gross and Shields 1999; Gross and Goidel, 2003; Gross, Goidel and Shields 2002; and Stratmann and Aparicio-Castillo, 2001).  As elections become more competitive, the number and amount of political contributions tends to increase.  In our analyses, interparty competition is measured as the absolute difference in the percentage of the vote between the two major parties.

The importance of partisan strength and government status can be considered to be important to number and amount of political contributions in the context of contributors as investors.  If contributors do act as investors, then they should be more likely to invest in a candidate whose party is in power.  So, contributors should be more likely to contribute to a candidate whose party controls every branch of government or whose political party is considered strong in a state.  Government status is coded as 1 if a candidate’s political party controls both the state house and the state senate, 0 if the state house is controlled by one party while the state senate is controlled by the other party, and -1 if his or her opponent’s political party controls both the house and the senate.  Our measure of partisan strength is the percentage of a candidate’s political party’s vote share in the latest presidential vote in the state (Medvic, 2001).

Candidate status is always an important variable to consider when evaluating political contributions.  In almost all types of elections incumbents tend to have more contributors and a greater total dollar amount of contributions compared to challengers (Box-Steffensmeier and Dow, 1992; Gross and Goidel, 2003; Stratmann and Aparicio-Castillo, 2001; and Snyder, 1990 and 1993).  It has also been debated whether or not contribution limits have a different effect on incumbents than on challengers (Aranson and Hinich, 1979; Box-Steffensmeier and Dow, 1992; Cox and Magar, 1999; Eom and Gross, 2004; Hinich, 1977; Hogan, 2000; Smith, 1966; Snyder, 1990 and 1993; and Stratmann and Aparicio-Castillo, 2001).  One might also expect that the behavior of contributors is different in open seat races then when there is an incumbent running.  We measure candidate status through the use of two dummy variables.  Being an Incumbent (BI) takes on a value of 1 if the candidate is an incumbent, 0 otherwise.  Being a Challenger (BC) takes on a value of 1 if the candidate is challenging an incumbent candidate, 0 otherwise.

Finally, a party variable was included to see if there are different effects for Democrats as opposed to Republicans.  The party variable is coded 1 if the candidate is a Democrat, 0 if the candidate is a Republic.

Demographic control variables are the wealth of a state and education which are often used to measure the pool of contributors (Rosenstone and Hansen, 1993; Shields and Goidel, 2000; Snyder, 1990 and 1993; and Verba, Scholzman and Brady, 1995).  The wealth of a state is measured in terms of personal income in billions of current dollars in a state.  Education is measured by the percentage of the state’s population that are college graduates or higher.
The Statistical Model:
The theoretical models can be written as regression equations in which the independent variables are contribution limits, political control variables, and demographic variables.  For all types of contributors we run two models.  Model I is a straightforward application of the previous discussion.  The model is specified for a candidate level analysis where each case is a given candidate in a given state in a given election cycle as shown in equation 1:

(1) Contributioni = (0 + (1BCi + (2BIi + (3Limitationi + (4Partyi + (5Partisan Strengthi + (6IPCi + (7Government Statusi + (8Incomei + (9Collegei + 
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where contribution is one of the three possible dependent variables, BC is being a challenger, BI is being an incumbent, Limitation is the contribution limitation index, party is the partisan affiliation of the candidate, partisan strength is the level of partisan strength in a state, IPC is interparty competition, government status is whether a state’s legislature is divided or united in support or opposition to a candidate, income is the wealth of a state, and college is the educational level of a state.  YDj is YD2=1992, YD3=1994, YD4=1995, YD5=1996, YD6=1997, YD7=1998, YD8=1999, and YD9=2000.  YD1=1990 is used as a base category.
  We take the natural logarithm of the standardized number and amount of contributions to capture a likely nonlinear relationship between contributions and limits. 

In the case of Model II we consider whether or not the contribution limitation index has differential effects for open seat candidates, incumbents, and challengers.  To evaluate different intercepts and slope coefficients, indicator variables are inserted and interacted with the limitation variable.
  Model II is specified in terms of equation 2.
(2) Contributioni = (0 + (1BCi + (2BIi + (3Limitationi + (4BC*Limitationi + (5BI*Limitationi + (6Partyi + (7Partisan Strengthi + (8IPCi + (9Government Statusi + (10Incomei + (11Collegei + 
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where all variables are defined as in Model I.

The equation can be represented as stated below so that different intercepts and different effects of the limitation variable for each type of candidate status are articulated:
(1) Equation for Open Seat Candidate
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(2) Equation for Challenger 

Contributioni = ((0 + (1) + ((3 + (4)Limitationi + 
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(3) Equation for Incumbent
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where: (jXji is (4X4i = (4Partyi, (5X5i = (5Partisan Strengthi, (6X6i = (6IPCi, (7X7i = (7Government Statusi, (8X8i = (8Incomei, and (9X9i = (9Collegei.  
The intercepts can be used to evaluate differences that result from different candidate status: the difference between incumbents and challengers is ((2 - (1), the difference between incumbents and open seat candidates is (2, and the difference between challengers and open seat candidates is (1.  The differential effects of the limitation variable can be examined by comparing appropriate slope coefficients.  The differential effect of the limitation variable between incumbents versus challengers is ((5 - (4), (5 for the differential effect on incumbents versus open seat candidates, and (4 for the differential effect on open seat candidates versus challengers.  

Having discussed our theoretical arguments, data, measurement of variables, and statistical models, it is now possible to turn to a discussion of our results.
ANALYSES AND RESULTS

We developed seven hypotheses regarding the empirical manifestations that ought to result from the democratization effects of campaign contribution limits.  Six of these hypotheses were dependent upon the critical distinction between particularistic and universalistic hypotheses.  We begin, however, with an examination of all contributors.
All Contributors:
In the cases of all contributors, it was hypothesized that contribution limits would result in a decrease in the average dollar value of all contributions.  It was not possible, a prior, to hypothesize any changes in the number of all contributors or any change in the total dollar amount of all contributions because any such suggestion would be dependent upon the weighted contribution of particularistic and universalistic contributors to the total number of contributors.
[Insert Table 1 About Here]

Table 1 shows the effect of contribution limits on the number of contributors per eligible voter, the total amount of contributions per eligible voter, and the amount per contribution.  Model I is a baseline model while model II allows for the possibility that contribution limits will have differential effects depending upon whether the candidate is an open seat candidate, an incumbent, or a challenger to an incumbent.

Consider first Model I.  Model I does offer support for hypothesis 1 in that the contribution limit variable does have a negative effect (-1.52) on the amount per contribution that is statistically significant at the .01 level.  The limitation variable does not have a statistically significant effect on either the number of contributions per eligible voter or the total amount of contributions per eligible voter.
 This would appear to support the work of Gross and Goidel (2003) which suggests that contribution limits do not tend to reduce the cost of gubernatorial elections. 

In the case of our control variables, four seem to have a statistically significant effect.  The interparty competition variable behaves much as one would expect.  It has a statistically significant negative effect on both the number of contributions per eligible voter and the total amount of contributions per eligible voter.  Since the competition variable is coded such that smaller values indicate greater competition, the analysis suggests that as one sees an increase in the level of interparty competition, one sees an increase in both the number of contributors per eligible voter and in the total amount of all contributions per eligible voter which is very much in line with findings from previous research (Fuchs, Adler, and Mitchell, 2000; Stratmann and Aparicio-Castillo, 2001; and Welch, 1980).  Based upon the analysis shown in Table 1, if an election becomes more competitive, say from the 75th percentile to the 25th percentile, the number of contributors increases by 51.44% and the amount of contributions goes up by 62.87%.
 

The incumbency variable also behaves as one might expect.  The dummy variable BI is statistically significant for both the number of contributors (.85) and for the total amount of all contributions (.81).  Thus, incumbents have more contributors per eligible voter and a greater amount of all contributions per eligible voter than open seat candidates.  In addition, the differences between the BI coefficients and the BC coefficients (BI-BC) are statistically significant in both the case of the number of contributors (1.11) and in the case of the amount of all contributions (1.35).  Incumbents have more contributors and a greater amount of all contributions than challengers.    

Challengers tend to receive a smaller amount of all contributions per eligible voter (-.54) and a smaller amount per contribution (-3.87) than open seat candidates.  Given that challengers are the least likely of all three types of candidates to win an election, these results are what one would likely expect to find.  Finally, the income variable has a positive statistically significant effect on the amount per contribution (.009).  As one might expect, wealthier states tend to have larger average dollar amount contributions.

Model II allows for the possibility that contribution limits might have differential effects depending upon whether a candidate is an open seat candidate, an incumbent, or a challenger to an incumbent.  As stated earlier in this paper, a number of authors have argued that contribution limits will have a different effect on incumbents than on challengers (Aranson and Hinich, 1979; Box-Steffensmeier and Dow, 1992; Cox and Magar, 1999; Eom-Gross, 2004; Hinich, 1977; Hogan, 2000; Smith, 1966; Snyder, 1990 and 1993; and Stratmann and Aparicio-Castillo, 2001).  

The coefficients for Model II in Table 1 indicate that there is no statistical evidence to suggest that the contribution limit variable has a differential effect on incumbents or challengers versus open seat candidates.  None of the interaction variables are statistically significant.
  Nor does the limitation variable seem to have a different effect on incumbents versus challengers.  There is no statistically significant difference between Limitation*BI and Limitation*BC.

In terms of substantive concerns, most of the variables in Model II behave much as they did in the case of Model I.
  Most importantly, hypothesis 1 is supported by the coefficients for Model II in Table 1.  The limitation variable has a statistically significant negative effect (-2.15) on the amount per contribution.  Unlike what was seen in the case of Model I, however, the evidence from Model II suggests that the limitation variable has a statistically significant positive effect on the number of contributors per eligible voter; at least in the case of open seat candidates.

The interparty competition variable in Model II behaves much as it did in Model I:  a statistically significant negative coefficient for both the number of contributors and the total amount of all contributions.  The income variable in Model II is also much like the income variable in Model I:  a statistically significant positive effect on the amount per contribution.

While incumbents are the advantaged candidates in Model II just like in Model I, the reasons for their improved status are slightly different in Model II.  In Model II, just like in Model I, there is no statistically significant difference between incumbents and challengers in the amount per contribution with incumbents tending to receive a greater amount of all contributions than challengers (1.022).  Unlike what was seen in Model I, however, in Model II there does not appear to be a statistically significant difference between incumbents and challengers in the number of contributors per eligible voter.  Likewise, both models suggest that incumbents have more contributors per eligible voter than open seat candidates.  Model II, on the other hand, suggests that while there is no statistically significant difference between open seat candidates and incumbents in the amount of contributions, incumbents are statistically more likely to receive less (-5.14) per contribution than open seat candidates.  Finally, both models suggest that while challengers tend to receive less per contribution than open seat candidates, there is no statistical difference between the two types of candidates in the number of contributors per eligible voter.

The most important aspect of these initial analyses is that both models show support for Hypothesis 1.  Campaign contribution limits do tend to reduce the average dollar value of all contributions.  A second important point is that there is no statistical evidence to indicate that contribution limits tend to have a differential effect on different types of candidates; incumbents, challengers, and open seat candidates.  While the behavior of the BI variable and the BC variable were somewhat different in the two models, the differences were not of major significance to the hypothesis under investigation.
 
Particularistic Contributors:
Particularistic contributors are those who support a candidate because they want to influence narrowly defined policy that provides a benefit for a particular interest.  Corporations, labor unions, and PACs affiliated with corporations and labor unions are normally thought of as particularistic contributors.  In the analyses that form the basis for this section of the paper, only contributions from these three types of entities are used in the computation of the number of particularistic contributors per eligible voter, the total amount of particularistic contributions per eligible voter, and the amount per particularistic contribution.  For similar reasons, we developed a particularistic contribution limit variable that is coded 0 if there is no limitation placed on PAC contributions.  It is coded 1 if some limits are placed on corporations, labor unions and PACs and coded 2 if corporations and labor unions are prohibited from contributing with PACs having some limit placed on their contributions.    

The analyses of particularistic contributors are portrayed in Table 2.  The results indicate that contribution limits have a negative effect on the number of contributors per eligible voter, the amount per eligible voter and the amount per contribution.  Evidence suggests support for Hypotheses 2, 3, and 4.  Furthermore, the effects of the limitation variable do not appear to depend upon whether a candidate was an incumbent, a challenger, or an open seat candidate.

[Insert Table 2 About Here]

An examination of the coefficients for Model I indicate that the limitation variable decreases the number of contributors per eligible voter.  The coefficient is negative,         -0.75, and statistically significant.  The limitation variable decreases the amount of contributions per eligible voters.  The coefficient is negative, -1.03, and statistically significant.  Finally, the limitation variable has a statistically significant negative effect,   -3.73, on the amount per contribution.  
In the case of Model I, the BI variable has a statistically positive coefficient for the number (.82) and the amount per eligible voter (.81) while the BC variable has no statistically significant coefficients.  The suggestion is that incumbents tend to have more contributors and a greater amount of total contributions per eligible voter than open seat candidates.   Finally, at a statistically significant level, incumbents tend to get more particularistic contributors and receive a greater amount of total particularistic contributions per eligible voter than challengers.
Once again, interparty competition has a statistically discernible effect on particularistic contributions.  Whether one examines the number of contributors per eligible voter or the amount of contributions per eligible voter, interparty competition has a statistically significant negative impact, -0.04.  Based upon the coefficients in Table 2, if an election becomes more competitive, say from the 75th percentile to the 25th percentile, then the number of contributors, as well as the amount of contributions, increases by 76.2%

Of the remaining control variables both party and income have a statistically significant effect on the amount per contributor, 4.32 and 0.05 respectively.  The income variable behaves much as we saw in the case of all contributors:  in wealthier states one finds higher amounts per contribution.  In the case of the party variable, it would appear to be the case that Democratic Party candidates tend to receive a larger average amount per contribution than Republican Party candidates.


Model II allows for the possibility that campaign contribution limits may have a differential effect on incumbents, challengers, and open seat candidates.  Once again, the data suggests that there is no statistical basis to support the arguments for differential effects.  None of the interaction terms are statistically significant and there is no statistically significant difference between Limitation*BI and Limitation*BC.
  
There are some changes in the behavior of the BC variable and the BI variable in Model II compared to Model I.  First, in Model I the BC variable has no statistically significant effect on any of the three independent variables.  In the case of Model II, BC has a negative statistically significant effect (-1.05) on the amount per eligible voter and a negative statistically significant effect (-12.95) on the amount per contribution.  Second, in Model I the BI variable had a positive statistically significant effect on both the number of contributors per eligible voter (.82) and the amount per eligible voter (.81).  For Model II the BI variable had no statistically significant effect on any of the three dependent variables.  Thus, differences between being an incumbent or challenger versus being an open seat candidate seem to be dependent upon the appropriate model specification.
  But, the difference between being an incumbent versus being a challenger does not seem to be dependent upon model specification.  In the case of both Model I and the case of Model II, incumbents seem to have more contributors per eligible voter and a greater amount per eligible voter than challengers.
 
Substantive interpretations for any of the remaining control variables do not seem to be dependent upon model specification.  Both income and party have a positive statistically significant effect on the amount per contribution in Models I and II.  Likewise, interparty competition tends to have negative statistically significant effects on both the number of contributors per eligible voter and the amount per eligible voter in both Model I and Model II.  As elections become more competitive candidates tend to receive more particularistic contributors and greater amounts of money.
The analyses in this section of the manuscript provide strong support for Hypotheses 2, 3 and 4.  Independent of model specification, campaign contribution limits tend to result in fewer particularistic contributors per eligible voter, smaller total dollar amounts of particularistic contributions per eligible voter, and a decrease in the average dollar value of particularistic contributions.  Contrary to the arguments put forward by many of those opposed to campaign contribution limits, they do not seem to have a differential impact on challengers, incumbents, or open seat candidates.  
Universalistic Contributors:
In this section we focus on hypotheses 5, 6 and 7 which are based upon a consideration of universalistic contributors.  Individuals, political parties, and ideological PACs are normally through of as universalistic contributors.  Thus, the analyses reported in this section of the manuscript only rely upon a consideration of contributions from these three types of entities when specifying the number of contributors per eligible voter, the amount per eligible voter, and the amount per contribution.  For similar reasons, we developed a universalistic contribution limit variable that is coded 0 if there is no limitation placed on either individuals or political parties.  It is coded 1 if some limits are placed on either individuals or political parties and it is coded 2 if some limits are placed on both individuals and political parties.
[Insert Table 3 About Here]

Table 3 shows the effect of contribution limits on the number of contributors per eligible voter, the total amount of contributions per eligible voter, and the amount per contribution for both Model I and II.  The effects of the contribution limit variable do not seem to be dependent upon model specification in that the variable does not appear to have a statistically significant effect on either the number per eligible voter or the amount per eligible voter.  The limitation variable does, however, have a negative statistically significant effect on the amount per contribution, -2.0 for Model I and -2.4 for Model II.  As such, while there is evidence to support hypothesis 6, there is insufficient evidence to support either hypothesis 5 or hypothesis 7.
  
For universalistic contributors there is no statistical evidence to suggest that contribution limits have a differential effect on incumbents, challengers or open seat candidates.  None of the interaction terms are statistically significant and there is no statistically significant difference between Limitation*BI – Limitation*BC.

Once again, the behavior of the BC variable and the BI variable does appear to depend upon model specification.  In the case of Model I the BC variable does seem to have a negative statistically significant effect on both the amount per eligible voter         (-.52) and the amount per contribution (-2.84) while the BC variable has no statistically significant effects in the case of Model II.  In the case of Model I the BI variable has a positive statistically significant effect on the number per eligible voter (.83) and the amount per eligible voter (.78).  It only has a positive statistically significant effect on the number per eligible voter (.95) when utilizing Model II.  When considering incumbents and challengers, incumbents tend to have a statistically significant greater amount per eligible voter than challengers whether one uses Model I (1.31) or Model II (.93).  Finally, when utilizing Model I, incumbents are statistically more likely to have a greater number of contributors per eligible voter than challengers (1.10) while no statistical effect is found for the relationship in Model II.

The interparty competition variable is the only other control variable to have a statistically significant effect.  The direction and significance of the effects does not appear to depend upon model specification.  Similar to the case of all contributors and the case of particularistic contributors, more competitive gubernatorial elections tend to have a greater number of universalistic contributors per eligible voter and a greater amount of universalistic contributions per eligible voter.  
The evidence in this section of the manuscript provides evidence to support hypothesis 6.  There is no evidence to support either hypothesis 5 or hypothesis 7.  Under contribution limits we do not see an increase in the number of universalistic contributors per eligible voter nor do we see an increase in the total amount of universalistic contributions per eligible voter.  We do tend to see a decrease in the amount per contribution in the presence of contribution limits.  Finally, there does not appear to be a differential impact of contribution limits on incumbents, challengers, or open seat candidates.
CONCLUSION
For many years supporters and opponents have argued over the merits of campaign contribution limits.  Supporters have often argued that campaign contribution limits can have a democratization effect on the campaign finance system.  Opponents suggest that campaign contribution limits can have a detrimental effect on challengers by increasing the financial advantage of incumbents vis-à-vis challengers.  In this paper we find that, in the case of gubernatorial elections, there is evidence to support the democratization effect of campaign contribution limits.  We find no support for the critic’s argument that campaign contribution limits increase the financial advantage of incumbents vis-à-vis challengers.
We began this paper by suggesting that there were three scenarios by which campaign contribution limits might be said to have a democratization effect.  We then suggested how these different scenarios would have different empirical manifestations for particularistic and universalistic contributors.  A consideration of the different scenarios and the distinction between particularistic and universalistic contributors was used to generate seven hypotheses.
The results of our analyses indicated that campaign contributions can be said to have a democratization effect in gubernatorial elections in that they tend to result in a lower average dollar amount per contribution.  This was the case whether we considered all contributions (hypothesis 1), just particularistic contributions (hypothesis 3), or just universalistic contributions (hypothesis 6).  However, the suggestion that contribution limits can have the additional democratization effect of increasing the number of universalistic contributors (hypothesis 5) thereby increasing citizen participation, with potential influence becoming widely distributed throughout the political system, is not supported by the evidence. Nor was there evidence to suggest that campaign contribution limits would increase the total dollar amount of universalistic contributions per eligible voter (hypothesis 7).
Particularistic contributors are those who support a candidate because they want to influence narrowly defined policy that provides a benefit for a particular interest.  In many ways, it is the particularistic contributor who forms the basis for either the reality or the perception of public corruption.  They are the villains of reformist rhetoric.  From this perspective, our results indicate that campaign contribution limits can have a democratization effect in gubernatorial elections by reducing the significance of particularistic contributors.  Campaign contribution limits appear to reduce the number of particularistic contributors per eligible voter (hypothesis 2), the average dollar amount per particularistic contribution (hypothesis 3), and the total dollar amount of particularistic contributions per eligible voter (hypothesis 4).  
Critics of campaign contribution limits have long argued that they can have the undesirable effect of increasing the size of the financial advantage already held by incumbents over challengers.  We simply find no evidence to support this claim in any of our analyses.  Whether we analyzed all contributors, just particularistic contributors, or universalistic contributors, all of the interaction effects between contribution limits and candidate status were statistically insignificant.  Whether one considers the number of contributors per eligible voter, the total dollar amount of contributions per eligible voter, or the average amount per contribution, the effect of contribution limits generally appears to be the same for open seat candidates, incumbents, and challengers.  
Candidate status often did have a direct effect on our contribution measures.
  Incumbents are clearly the advantaged candidates in gubernatorial elections just as they are in most American elections.  Whether one considers all contributors, just particularistic contributors, or just universalistic contributors, incumbents tend to have a greater number of contributors per eligible voter and a greater amount of contributions per eligible voter compared to challengers. Incumbents have these same advantages compared to open seat candidates.  But, once again it is important to emphasize that there is no statistical evidence to suggest that these advantages are either enhanced or diminished by the presence of contribution limits.  Challengers are the poor children of gubernatorial elections.  In the case of universalistic contributors and in the case of all contributors, challengers tend to have a smaller amount of contributions per eligible voter compared to even open seat candidates.  And, they tend to receive a smaller average amount per particularistic contribution compared to open seat candidates.
Other variables that seemed to have a direct effect on our contribution measures include:  interparty competition, state income, and party.
  The most consistent of these variables was interparty competition.  In all of our analyses, more competitive gubernatorial elections tended to have more contributors per eligible voter and a greater total amount of contributions per eligible voter.  State income had a positive effect on the average amount per contribution in the case of all contributors and in the case of particularistic contributors.  When the citizens of a state are wealthier, they are able to provide a higher average contribution.  Finally, Democratic gubernatorial candidates appear to receive a higher dollar amount per contribution from particularistic contributors than Republican candidates.  We find this ironic in that it is the Democratic Party which is generally more likely to support campaign finance reform.
Our analyses have been based upon a consideration of gubernatorial elections.  It is clear that gubernatorial elections are, in many ways, different from other elections in America such as legislative elections (Gross and Goidel, 2003).  It is much less likely that contributors can transfer money from their preferred candidate to other desirable candidates as Box-Steffensmeier and Dow (1992) propose to be the case in legislative elections.  Nevertheless, our analysis does indicate that many of the effects of campaign contribution limits proposed by supporters of campaign finance reform do occur in gubernatorial elections.  And, the suggestion of opponents to reform, that campaign contribution limits will have the unintended consequence of helping to enhance the advantage of incumbents, does not seem to occur.     
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Table 1. Contribution Limits and Total Contributions

	 
	Number
	Amount
	Amount/Number

	
	Model I
	Model II
	Model I
	Model II
	Model I
	Model II

	BC
	-0.255
	0.155
	-0.539*
	-0.355
	-3.871**
	-6.518**

	
	(0.326)
	(0.515)
	(0.284)
	(0.450)
	(1.893)
	(2.974)

	BI
	0.854**
	1.060**
	0.811***
	0.667
	-2.286
	-5.142*

	
	(0.331)
	(0.515)
	(0.288)
	(0.450)
	(1.921)
	(2.976)

	Limitation
	0.109
	0.180*
	-0.081
	-0.076
	-1.520***
	-2.150***

	
	(0.079)
	(0.108)
	(0.069)
	(0.094)
	(0.458)
	(0.623)

	Limitation*BC
	
	-0.192
	
	-0.083
	
	1.263

	
	
	(0.186)
	
	(0.162)
	
	(1.072)

	Limitation*BI
	
	-0.102
	
	0.066
	
	1.379

	
	
	(0.187)
	
	(0.164)
	
	(1.081)

	Party
	-0.201
	-0.200
	-0.161
	-0.161
	0.257
	0.253

	
	(0.220)
	(0.221)
	(0.192)
	(0.193)
	(1.279)
	(1.277)

	Partisan Strength
	-0.013
	-0.013
	-0.010
	-0.009
	0.007
	0.010

	
	(0.014)
	(0.014)
	(0.012)
	(0.012)
	(0.082)
	(0.082)

	IPC
	-0.027***
	-0.027***
	-0.033***
	-0.033***
	0.044
	0.039

	
	(0.010)
	(0.010)
	(0.009)
	(0.009)
	(0.058)
	(0.058)

	Government Status
	0.169
	0.171
	0.168
	0.169
	0.368
	0.355

	
	(0.186)
	(0.187)
	(0.162)
	(0.163)
	(1.082)
	(1.080)

	Income
	-0.001
	-0.001
	0.000
	0.000
	0.009*
	0.010**

	
	(0.001)
	(0.001)
	(0.001)
	(0.001)
	(0.005)
	(0.005)

	College
	0.012
	0.012
	-0.010
	-0.010
	-0.131
	-0.126

	
	(0.029)
	(0.030)
	(0.026)
	(0.026)
	(0.171)
	(0.171)

	1992
	-0.833
	-0.892
	-0.682
	-0.678
	0.479
	1.059

	
	(0.758)
	(0.765)
	(0.661)
	(0.668)
	(4.404)
	(4.416)

	1994
	0.181
	0.200
	-0.150
	-0.141
	-6.483*
	-6.603*

	
	(0.579)
	(0.582)
	(0.505)
	(0.508)
	(3.362)
	(3.359)

	1995
	-0.701
	-0.763
	-1.268
	-1.270
	-6.901
	-6.336

	
	(0.965)
	(0.972)
	(0.841)
	(0.849)
	(5.606)
	(5.612)

	1996
	0.406
	0.437
	-0.329
	-0.325
	-7.125
	-7.382*

	
	(0.745)
	(0.749)
	(0.649)
	(0.654)
	(4.325)
	(4.323)

	1997
	-2.591**
	-2.491**
	-2.179**
	-2.170**
	0.940
	0.064

	
	(1.027)
	(1.036)
	(0.895)
	(0.905)
	(5.961)
	(5.983)

	1998
	-0.318
	-0.323
	-0.477
	-0.473
	-4.117
	-4.042

	
	(0.462)
	(0.464)
	(0.402)
	(0.405)
	(2.681)
	(2.679)

	1999
	-1.258*
	-1.119
	-1.111*
	-1.103*
	-2.400
	-3.648

	
	(0.716)
	(0.734)
	(0.624)
	(0.641)
	(4.160)
	(4.239)

	2000
	0.024
	0.042
	-0.047
	-0.045
	-1.899
	-2.057

	
	(0.510)
	(0.513)
	(0.444)
	(0.448)
	(2.961)
	(2.959)

	Constant
	-1.270
	-1.402
	1.409
	1.378
	16.681***
	17.712***

	 
	(1.079)
	(1.091)
	(0.940)
	(0.953)
	(6.263)
	(6.298)

	Observations
	116
	116
	116
	116
	116
	116

	R2
	0.32
	0.33
	0.42
	0.42
	0.28
	0.29

	BI - BC
	1.109***
	0.905
	1.351***
	1.022**
	1.585
	1.377

	
	(0.314)
	(0.562)
	(0.274)
	(0.491)
	(1.822)
	(3.242)

	Limitation*BI - 
	0.090
	
	0.149
	
	0.116

	Limitation*BC
	 
	(0.211)
	 
	(0.184)
	 
	(1.219)


Note that Being Open Seat (BO) is used as a base category.  



Standard errors in parentheses.  * significant at 10%; ** significant at 5%; *** significant at 1%

Model I assumes that the contribution limitation index has a constant effect for open seat candidates, incumbents, challengers; Model II considers whether or not the contribution limitation index has differential effects for open seat candidates, incumbents, challengers
Table 2. Contribution Limits and Particularistic Contributions

	 
	Number
	Amount
	Amount/Number

	
	Model I
	Model II
	Model I
	Model II
	Model I
	Model II

	BC
	-0.388
	-0.421
	-0.659
	-1.045*
	-5.955
	-12.953**

	
	(0.425)
	(0.623)
	(0.426)
	(0.622)
	(3.802)
	(5.465)

	BI
	0.822*
	0.846
	0.810*
	0.630
	-4.000
	-8.748

	
	(0.431)
	(0.628)
	(0.433)
	(0.627)
	(3.856)
	(5.510)

	Limitation
	-0.748***
	-0.751***
	-1.025***
	-1.175***
	-3.731**
	-6.844***

	
	(0.197)
	(0.279)
	(0.198)
	(0.279)
	(1.765)
	(2.449)

	Limitation*BC
	
	0.033
	
	0.390
	
	7.122*

	
	
	(0.454)
	
	(0.454)
	
	(3.986)

	Limitation*BI
	
	-0.023
	
	0.193
	
	4.962

	
	
	(0.455)
	
	(0.454)
	
	(3.991)

	Party
	-0.061
	-0.062
	0.054
	0.050
	4.321*
	4.281*

	
	(0.286)
	(0.289)
	(0.287)
	(0.289)
	(2.558)
	(2.539)

	Partisan Strength
	0.003
	0.003
	0.008
	0.008
	0.056
	0.057

	
	(0.018)
	(0.018)
	(0.018)
	(0.018)
	(0.163)
	(0.162)

	IPC
	-0.040***
	-0.040***
	-0.039***
	-0.040***
	0.100
	0.081

	
	(0.013)
	(0.013)
	(0.013)
	(0.013)
	(0.117)
	(0.117)

	Government Status
	0.262
	0.261
	0.235
	0.230
	0.720
	0.658

	
	(0.242)
	(0.245)
	(0.243)
	(0.244)
	(2.164)
	(2.149)

	Income
	-0.001
	-0.001
	0.001
	0.001
	0.049***
	0.050***

	
	(0.001)
	(0.001)
	(0.001)
	(0.001)
	(0.009)
	(0.009)

	College
	0.011
	0.011
	-0.038
	-0.038
	-0.591*
	-0.582*

	
	(0.039)
	(0.039)
	(0.039)
	(0.039)
	(0.346)
	(0.344)

	1992
	-0.830
	-0.831
	-0.124
	-0.065
	6.154
	7.432

	
	(0.994)
	(1.007)
	(0.996)
	(1.006)
	(8.882)
	(8.844)

	1994
	0.388
	0.386
	0.297
	0.257
	-4.118
	-4.889

	
	(0.754)
	(0.764)
	(0.756)
	(0.763)
	(6.743)
	(6.703)

	1995
	-5.212***
	-5.211***
	-5.411***
	-5.276***
	-14.820
	-11.984

	
	(1.294)
	(1.319)
	(1.297)
	(1.318)
	(11.564)
	(11.582)

	1996
	0.205
	0.203
	-0.610
	-0.670
	-10.995
	-12.228

	
	(0.953)
	(0.966)
	(0.956)
	(0.965)
	(8.522)
	(8.482)

	1997
	-1.442
	-1.444
	-1.575
	-1.613
	-7.552
	-8.309

	
	(1.326)
	(1.341)
	(1.330)
	(1.339)
	(11.854)
	(11.768)

	1998
	-0.632
	-0.632
	-0.654
	-0.656
	-1.833
	-1.841

	
	(0.605)
	(0.612)
	(0.607)
	(0.611)
	(5.411)
	(5.369)

	1999
	-2.488***
	-2.491**
	-2.856***
	-3.001***
	-13.280
	-16.273*

	
	(0.936)
	(0.964)
	(0.939)
	(0.963)
	(8.371)
	(8.465)

	2000
	-1.270*
	-1.271*
	-1.437**
	-1.453**
	-3.810
	-4.132

	
	(0.673)
	(0.680)
	(0.675)
	(0.679)
	(6.015)
	(5.971)

	Constant
	-3.260**
	-3.250**
	0.186
	0.351
	25.432**
	28.589**

	 
	(1.412)
	(1.439)
	(1.415)
	(1.437)
	(12.618)
	(12.633)

	Observations
	116
	116
	116
	116
	116
	116

	R2
	0.46
	0.46
	0.54
	0.54
	0.39
	0.41

	BI - BC
	1.210***
	1.268*
	1.470***
	1.675**
	1.954
	4.204

	
	(0.408)
	(0.664)
	(0.409)
	(0.663)
	(3.644)
	(5.830)

	Limitation*BI - 
	-0.056
	
	-0.198
	
	-2.160

	Limitation*BC
	 
	(0.502)
	 
	(0.502)
	 
	(4.411)


Note that Being Open Seat (BO) is used as a base category.  



Standard errors in parentheses.  * significant at 10%; ** significant at 5%; *** significant at 1%

Model I assumes that the contribution limitation index has a constant effect for open seat candidates, incumbents, challengers; Model II considers whether or not the contribution limitation index has differential effects for open seat candidates, incumbents, challengers
Table 3. Contribution Limits and Universalistic Contributions

	 
	Number
	Amoun
	Amount/Number

	
	Model I
	Model II
	Model I
	Model II
	Model I
	Model II

	BC
	-0.271
	-0.006
	-0.524*
	-0.307
	-2.837*
	-4.149

	
	(0.343)
	(0.543)
	(0.291)
	(0.460)
	(1.584)
	(2.501)

	BI
	0.832**
	0.954*
	0.783***
	0.619
	-1.230
	-2.895

	
	(0.348)
	(0.544)
	(0.295)
	(0.461)
	(1.607)
	(2.507)

	Limitation
	0.219
	0.302
	-0.048
	-0.035
	-2.008***
	-2.638***

	
	(0.152)
	(0.210)
	(0.129)
	(0.178)
	(0.701)
	(0.968)

	Limitation*BC
	
	-0.230
	
	-0.183
	
	1.163

	
	
	(0.363)
	
	(0.307)
	
	(1.671)

	Limitation*BI
	
	-0.113
	
	0.143
	
	1.505

	
	
	(0.374)
	
	(0.316)
	
	(1.720)

	Party
	-0.224
	-0.224
	-0.231
	-0.234
	-0.614
	-0.620

	
	(0.232)
	(0.234)
	(0.197)
	(0.198)
	(1.071)
	(1.078)

	Partisan Strength
	-0.011
	-0.011
	-0.009
	-0.008
	0.036
	0.038

	
	(0.015)
	(0.015)
	(0.013)
	(0.013)
	(0.068)
	(0.069)

	IPC
	-0.026**
	-0.026**
	-0.034***
	-0.034***
	0.006
	0.006

	
	(0.011)
	(0.011)
	(0.009)
	(0.009)
	(0.049)
	(0.049)

	Government Status
	0.154
	0.153
	0.150
	0.145
	0.194
	0.180

	
	(0.196)
	(0.198)
	(0.167)
	(0.168)
	(0.906)
	(0.912)

	Income
	-0.001
	-0.001
	-0.000
	-0.000
	0.006
	0.007*

	
	(0.001)
	(0.001)
	(0.001)
	(0.001)
	(0.004)
	(0.004)

	College
	0.017
	0.016
	-0.006
	-0.007
	-0.107
	-0.103

	
	(0.031)
	(0.031)
	(0.026)
	(0.026)
	(0.142)
	(0.143)

	1992
	-0.485
	-0.527
	-0.346
	-0.344
	1.749
	2.108

	
	(0.789)
	(0.799)
	(0.670)
	(0.677)
	(3.643)
	(3.682)

	1994
	0.533
	0.528
	0.136
	0.142
	-4.694*
	-4.624

	
	(0.607)
	(0.612)
	(0.515)
	(0.518)
	(2.802)
	(2.819)

	1995
	-0.022
	-0.027
	-0.666
	-0.667
	-5.976
	-5.935

	
	(0.996)
	(1.004)
	(0.846)
	(0.851)
	(4.600)
	(4.625)

	1996
	0.794
	0.787
	0.204
	0.203
	-4.359
	-4.298

	
	(0.788)
	(0.795)
	(0.669)
	(0.673)
	(3.641)
	(3.661)

	1997
	-2.487**
	-2.400**
	-1.889**
	-1.878**
	2.906
	2.234

	
	(1.083)
	(1.103)
	(0.919)
	(0.934)
	(5.001)
	(5.078)

	1998
	0.095
	0.082
	-0.023
	-0.018
	-2.496
	-2.369

	
	(0.477)
	(0.482)
	(0.405)
	(0.408)
	(2.204)
	(2.220)

	1999
	-0.805
	-0.735
	-0.464
	-0.459
	0.613
	0.057

	
	(0.749)
	(0.765)
	(0.636)
	(0.648)
	(3.458)
	(3.525)

	2000
	0.495
	0.500
	0.522
	0.522
	-0.232
	-0.274

	
	(0.528)
	(0.533)
	(0.449)
	(0.451)
	(2.440)
	(2.454)

	Constant
	-2.004*
	-2.057*
	0.558
	0.540
	12.233**
	12.599**

	 
	(1.136)
	(1.149)
	(0.965)
	(0.973)
	(5.247)
	(5.292)

	Observations
	116
	116
	116
	116
	116
	116

	R2
	0.32
	0.32
	0.40
	0.41
	0.24
	0.25

	BI - BC
	1.103***
	0.960
	1.307***
	0.927*
	1.607
	1.254

	
	(0.331)
	(0.588)
	(0.281)
	(0.498)
	(1.527)
	(2.706)

	Limitation*BI - 
	0.118
	
	0.326
	
	0.341

	Limitation*BC
	 
	(0.416)
	 
	(0.352)
	 
	(1.915)


Note that Being Open Seat (BO) is used as a base category.  



Standard errors in parentheses.  * significant at 10%; ** significant at 5%; *** significant at 1%

Model I assumes that the contribution limitation index has a constant effect for open seat candidates, incumbents, challengers; Model II considers whether or not the contribution limitation index has differential effects for open seat candidates, incumbents, challengers
Appendix

The Overall Pattern of Contribution Limits

	Entity/State
	Corporation
	Union
	PAC
	Individual
	Party

	Rhode Island
	Prohibition
	Prohibition
	Some Limit
	Some Limit
	Some Limit

	Ohio
	Prohibition
	Prohibition
	Some Limit
	Some Limit
	Some Limit

	New Hampshire
	Prohibition
	Prohibition
	Some Limit
	Some Limit
	No Limit

	Michigan
	Prohibition
	Prohibition
	Some Limit
	Some Limit
	Some Limit

	North Carolina
	Prohibition
	Prohibition
	Some Limit
	Some Limit
	No Limit

	Arizona
	Prohibition
	Prohibition
	Some Limit
	Some Limit
	No Limit

	Alaska
	Prohibition
	Prohibition
	Some Limit
	Some Limit
	Some Limit

	Connecticut
	Prohibition
	Prohibition
	Some Limit
	Some Limit
	No Limit

	Colorado
	Prohibition
	Prohibition
	Some Limit
	Some Limit
	Some Limit

	South Dakota
	Prohibition
	Prohibition
	No Limit
	Some Limit
	No Limit

	Wyoming
	Prohibition
	Prohibition
	No Limit
	Some Limit
	No Limit

	Pennsylvania
	Prohibition
	Prohibition
	No Limit
	No Limit
	No Limit

	North Dakota
	Prohibition
	Prohibition
	No Limit
	No Limit
	No Limit

	Wisconsin
	Prohibition
	Prohibition
	No Limit
	Some Limit
	No Limit

	Texas
	Prohibition
	Prohibition
	No Limit
	No Limit
	No Limit

	Minnesota
	Prohibition
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Oklahoma
	Prohibition
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	West Virginia
	Prohibition
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Kentucky
	Prohibition
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Massachusetts
	Prohibition
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Montana
	Prohibition
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Tennessee
	Prohibition
	Some Limit
	Some Limit
	Some Limit
	No Limit

	Georgia
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Arkansas
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Maryland
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	No Limit

	Vermont
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	No Limit

	Kansas
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	No Limit

	Nevada
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Nebraska
	Some Limit
	Some Limit
	Some Limit
	No Limit
	Some Limit

	Delaware
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	No Limit

	New Jersey
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	South Carolina
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Hawaii
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Washington
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	New York
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	No Limit

	Idaho
	Some Limit
	Some Limit
	Some Limit
	No Limit
	Some Limit

	Florida
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	California
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Louisiana
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	No Limit

	Maine
	Some Limit
	Some Limit
	Some Limit
	Some Limit
	Some Limit

	Indiana
	Some Limit
	Some Limit
	No Limit
	No Limit
	No Limit

	Iowa
	Some Limit
	No Limit
	No Limit
	No Limit
	No Limit

	Mississippi
	Some Limit
	No Limit
	No Limit
	No Limit
	No Limit

	Alabama
	Some Limit
	No Limit
	No Limit
	No Limit
	No Limit

	Missouri
	No Limit
	No Limit
	Some Limit
	Some Limit
	Some Limit

	Utah
	No Limit
	No Limit
	No Limit
	No Limit
	No Limit

	Oregon
	No Limit
	No Limit
	No Limit
	No Limit
	No Limit

	Illinois
	No Limit
	No Limit
	No Limit
	No Limit
	No Limit

	New Mexico
	No Limit
	No Limit
	No Limit
	No Limit
	No Limit

	Virginia
	No Limit
	No Limit
	No Limit
	No Limit
	No Limit


Source: Campaign Finance Laws




Cronbach's alpha 0.78 overall; 0.91 between Corporations and Unions; 0.82 among PACs, Individuals and Parties.

( Kihong Eom, Post-doctorate, Department of Political Science, University of Kentucky, Lexington, KY 40506-0027 (keom0@uky.edu).  Donald A. Gross, Professor, Department of Political Science, University of Kentucky, Lexington, KY 40506-0027 (pol146@uky.edu).  We thank the National Institute on Money in State Politics (http://followthemoney.org) for allowing us to use their data. Kihong Eom would also like to thank the University of Kentucky and the Horowitz Foundation for Social Policy for a research grant to help collect the data.


� By 1998, 43 states had placed some type of limit on campaign contributions; 43 states placed some limit on corporate contributions; 42 placed limits on labor union contributions; 37 placed a limit on PAC contributions; and, 36 states placed limits on individual contributions.  In 1998, 13 states and 22 states banned labor union and corporate contributions respectively.  


� Numerous other issues of campaign finance reform have also received attention in the academic literature.  See Goidel, Gross and Shields (1999), Gross and Goidel (2003), Malbin and Gais (1998) and Corrado, Mann, Ortiz, Potter, and Sorauf (1997) for a discussion of many of the issues associated with the general topic of campaign finance reform.


� The degree to which contributors actually receive benefits and whether or not it is a corruption of the democratic process is, of course, the subject of much debate.  See Ansolabehere, Figueiredo, and Snyder (2003), Constant (2002), Smith (1996), and Stratmann (1995).  


� To ease discussion, in this section of the manuscript we do not distinguish between different types of contribution limits such as those placed on individuals versus those placed on corporations.  For theoretical purposes it is only necessary to assume that we are talking about a given contribution limit level for some given type of contributor.   


� Particularistic giving is usually associated with corporate, labor union, and PAC contributions.  Universalistic giving is usually associated with individuals, political parties, and ideological/issue groups.


� Morton and Cameron (1992) provide a different view of monopoly power.


� To simplify the argument, swaying legislation includes attempts to affect votes directly and attempts to gain access.


� The suggestion that contribution limits will increase the disparity in contributions between incumbents and challengers is not without its academic critics.  In particular, see Eom and Gross (2004), Hogan (2000), and Stratmann and Aparicio-Castillo (2001).


� Earlier it was stated that Box-Steffensmeier and Dow (1992) found that contribution limits lead to an increase in the number of total particularistic contributors.  However, their findings were based upon the total number of contributors across a large number of legislative candidates.  This results from contributors giving money to substitute candidates that would have been given to their preferred candidate in the absence of contribution limits.  We are concerned with the number of contributions given to a single candidate.  In addition, the focus in this paper is on gubernatorial candidates. In a legislature substitution is more likely because one can gain influence in the legislature through multiple legislators.  In the case of governors, one cannot obtain much influence in state “A” by substituting money to a gubernatorial candidate in state “B”.   


� Candidate contributions to their own campaign are also excluded from the analyses.  It is highly unlikely that interstate differences in reporting requirements could affect the results of our analyses.  First, it is well known that small contributors tend to make up only a small share of most candidates’ war chests.  Second, since small contributions falling below the reporting requirements also fall far below any contribution limit, any possible effect of their inclusion would actually work to disconfirm our hypotheses.  


� The states and elections years are:  Alaska (1998), Alabama (1990, 1994, and 1998), Arizona (1998), California (1998), Colorado (1998), Connecticut (1998), Florida (1998), Georgia (1998), Hawaii (1998), Idaho (1990, 1994, and 1998), Illinois (1998), Indiana (2000), Iowa (1998), Kansas (1998), Kentucky (1995 and 1999), Maine (1994 and 1998), Maryland (1998), Massachusetts (1998), Michigan (1998), Minnesota (1998), Mississippi (1999), Missouri (2000), Montana (1992, 1996, and 2000), Nevada (1990 and 1998), New Hampshire (1998 and 2000), New Jersey (1996), New Mexico (1998), New York (1998), North Carolina (2000), North Dakota (2000), Ohio (1998), Oregon (1990, 1994, and 1998), Rhode Island (1994 and 1998), South Carolina (1998), Texas (1998), Tennessee (1998), Utah (2000), Vermont (1998 and 2000), Washington (1992, 1996, and 2000), West Virginia (2000), Wisconsin (1998), and Wyoming (1990).  Since the number of election cycles is different among states, we also ran an analysis where the number of candidates is inversely weighted.  A weighted regression does not make any significant difference in our results; contribution limits have a democratizing effect in political contributions while they do not affect disparities in contributions between incumbents and challengers.  The results are available from the authors upon request.


� Throughout the analyses we used deflated dollars based upon the 1995 consumer price index.  A major party candidate was simply a candidate who finished first or second in the general election.


� Another alternative was to use dummy variables to examine the effect of particular contribution limits (Hogan, 2000).  Gross and Goidel (2003) found that substantive findings appear to be relatively unaffected by the choice of one’s measurement of contribution limits.  Our analyses also indicated that the overall importance of substantive results were unaffected by the use of dummy variables instead of a single index.  The results are available from the authors upon request.  


� It is generally the case that if PACs are limited in contributing then corporations and labor unions are also limited in contributing.  The only exception is Missouri from 1996 to 1999 during which time there were no limits placed on corporations and labor unions with some limits being placed on PACs.  Furthermore, if some limits are imposed on PAC contributions, then individuals and parties are also more likely to be limited.


� See Appendix for the overall pattern of contribution limits in the 1998 election cycle.  Cronbach’s alpha was employed to examine the degree of correlation among limits on corporations, labor unions, PACs, individuals and parties in 1998 elections.  The overall value of Cronbach’s alpha is 0.78 meaning a high interterm correlation. In addition, according to factor analysis there are two dimensions; the first dimension underlies in limitations on corporation and labor unions, and the second dimension lie beneath in limitations on PACs, individuals and parties.  Following the suggestion, we run a series of reliability tests among limitations on corporation and labor unions and among limitations on PACs, individuals and parties separately.  The value of Cronbach’s alpha is 0.91 for the former while it is 0.82 for the latter.  All three tests of Cronbach’s alpha suggest that contributions limits are highly correlated.  


� Stata (version7.0/SE) was used to run all analyses presented in this manuscript.


� See Berry and Feldman (1985) for the dummy variable interactive model, especially pages 64-67.


� It may appear somewhat counter-intuitive to suggest that contribution limits have a statistically significant effect on the amount per contribution but do not have a statistically significant effect on either the number of contributors per eligible voter or the total amount per eligible voter.  This seems to occur because while the limitation variable does have a tendency to have a positive effect on the number of contributors per eligible voter (0.11) and a negative effect on the amount per eligible (-0.08), neither has a p value that can be considered statistically significant.  However, when one considers the joint effect of these two variables, the amount per contribution, one finds that the limitation variable does have a statistically significant effect (-1.52).  It should also be remembered that in other cases, as Goldberger (1991) points out, when one combines two opposite slope coefficients one may generate an insignificant relationship or uncorrelatedness between the limitation variable and the amount per contribution.    


� The value of interparty competition is 5.28 for the 25th percentile (more competitive election) and 24.43 for the 75th percentile (less competitive election).  The difference between the percentiles is multiplied by the slope coefficient, -0.027 for the number and -0.033 for the amount.


� In addition, a joint F-test between Model I and Model II indicates that there is no statistical basis to justify the inclusion of the interaction variables.  The p value of a joint F test is 0.57 in the case of the number of contributors, 0.72 in the case of the dollar amount of contributions, and 0.33 in the case of the average amount per contribution.  


� A method of linear combination can be performed to estimate the difference in the limitation effect between incumbents and challengers.  The difference estimate is the difference between the effects for incumbents and challengers, (Limitation*BI – Limitation*BC).  The variance of the difference estimate takes into account the variance of each term and the covariance between them, i.e.,


V(limitation*BI – Limitation*BC) = V(Limitation*BI) + V(Limitation*BC) – 2COV(Limitation*BI, Limitation*BC).  For instance, the expected differential effect of the limitation on the number of contributions is 0.09 = (-0.102 + 0.192) and its variance is 0.045 = [0.035 + 0.034 – 2*(.012)].  Its p value is 0.420.  The expected difference on the amount of contributions is 0.149 and its p value us 0.420.  We used the linear combination method in Stata (version 7/SE).  The same method in used for examining similar analyses of particularistic and universalistic contributors.


� In fact, the signs for the coefficients in Model II are always the same as their counterparts in Model I; only p values differ.  


� Since none of the interaction terms were statistically significant and an F-test indicated no need to include the interaction terms, we would suggest that one ought to rely upon the results from Model I.  


� The value of interparty competition is 5.38 for the 25th percentile and 24.43 for the 75th percentile.  The difference between the percentiles is multiplied by the slope coefficient, -o.04 for both the number and the amount.


� This is an interesting political contradiction in that it is the Democratic Party which has tended to be more favorably predisposed to campaign finance reform.


� An joint F-test between Models I and II indicates that there is no need to add the two interaction terms.  Also, separate analyses of Model I for just open seat candidates, just incumbents, or just challengers also results in negative coefficients for the limitation variable for all three dependent variables.  The p value of a joint F test is 0.99 in the case of the number of contributors, 0.67 in the case of the dollar amount of contributions, and 0.17 in the case of the average amount per contribution.  The results are available from the authors upon request.


� Once again, we would argue that one ought to rely primarily on Model I for interpretations because the interaction terms are not significant and a joint F-test indicated no statistical reason for including the interaction terms. 


� In the case of Model I, the difference between incumbents and challengers is statistically significant for both the number of contributors per eligible voter (1.21) and the amount per eligible voter (1.47).  For Model II the difference values are 1.27 and 1.68.


� The direction of the coefficients in Table 3 would indicate support for hypotheses 5 and 7 but they are of insufficient magnitude to reach statistical significance.  The reason for the these findings are probably similar to those given in footnote 18.  


� Also, an joint F-test indicates no statistical need to add the interaction terms.  The p value of a joint F test is 0.81 in the case of the number of contributors, 0.65 in the case of the dollar amount of contributions, and 0.63 in the case of the average amount per contribution.  


� As was in the case of all contributors and in the case of particularistic contributors, we would argue that one ought to rely upon Model I for interpretations because none of the interaction terms were statistically significant and the joint F-test indicated that there was insufficient statistical evidence to warrant inclusion of the interaction terms.


� For reasons stated earlier in this paper, we based these conclusions upon the results of Model I.


� Once again, we base these conclusions upon the results of Model I.
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