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Abstract

Purpose – we checked the validity of the “political
campaign contributions as consumption goods argu-
ment.” 

Methodology – we examined the changes in political
contributions of 59-groups in the 2006 and 2008 election
cycles and conducted statistical analyses.

Findings - our t-tests and regression analysis indi-
cated that while there was no significant change in Ame -
ricans’ income, political views, or party affiliation
between these two election cycles, there was a statisti-
cally significant change in the way groups allocated their
contributions, shifting more towards the Democratic
Party which was expected to gain the majority of seats
and, hence the legislative power in the Congress. Fur-
thermore, the “most sensitive groups” to the legislative
process were making bigger adjustments in allocating
their contributions between the two parties based on the
expected new Congressional configuration. 

Practical implication – these findings refute the va-
lidity of “contributions as consumption goods” argument
and accordingly we recommend that in the future studies,
modeling political contribution as a function of both con-
sumption and investment motives, and taking into ac-
count the intervening effects during each election cycle
might be a better strategy.

Originality – we constructed a sensitivity index
(based on experts’ opinion) and used it to empirically
check the validity of the “political contributions as con-
sumption goods argument.”
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1. ıntroduction

“The role of large-scale contributors in politics is frequently emphasized in the
press. It seems reasonable to believe that the contributors to the parties and to such
individual candidates as McGovern, Lindsay, and Nixon aim at a profitable return
on their investment. Granted the market is competitive, however, there is no reason
why they should receive a return which is markedly higher than the return on any
other investment. Thus, if potential return through political favors on a gift of
$50,000 to a party which had a 50-50 chance of winning was greater than about
$120,000, one would expect much greater resource investment in political invest-
ment until the return fell to a normal return again.” Tullock (1972: 354)

If political contributions are seen as political investments to influence legislators
in the US, then these are investments with astronomically high returns. Yet, the
amount of money used for political investment does not match these high returns.
Seeing this, in 1972 Tullock concluded that this was an unsolved puzzle. (For the
relationship between campaign contributions and various “favors” such as lower ef-
fective tax rates, temporary duty suspension, and support prices, among others, see
Gokcekus and Barth (2007) and Gokcekus et al. (2004), Richter et al. (2009), and
Tower and Tosini (1987); for variations of contributions as investment models, see
Ben-Zion and Eytan (1974), Snyder (1990) and Welch (1980).)

To address this puzzle, Ansolabehere et al.  (2003: 117-118) have put forward a
different motivation, namely political consumption rather than political investment
to explain these contributions: 

“Instead, individuals give because they are ideologically motivated, because they
are excited by the politics of particular elections, because they are asked by their
friends or colleagues and because they have the resources necessary to engage in
this particular form of participation. In short, people give to politics because of the
consumption value associated with politics, rather than because they receive direct
private benefits.”

Thus, after 31 years, in 2003 Tullock’s puzzle was solved. Or was it? Assuming
that individuals’ political views, party affiliation, and their resources do not change
significantly within a short period of time, e.g., from one election cycle to the next,
the consumption goods argument implies a steady flow of contributions from certain
groups to political parties. Yet, as it was widely reported in daily newspapers during
the election cycle of 2006, there was a significant change in the composition of po-
litical contributions; specifically there were more contributions towards the minority
party – the Democratic Party – which had a good chance to become the majority in
Congress. (Birnbaum (2006); Cummings (2006); MacKinnon (2006) and Mullins
(2006)). After reading these newspaper articles, which provided some selective ev-
idence, we decided to check the validity of the claim that, rather than being an in-
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vestment, political contributions are consumption goods; and to find out whether the
Tullock puzzle still remains unsolved. 

Accordingly, we examined the changes in contributions in the 2006 and 2008
election cycles and conducted statistical analysis, t-tests and regression analysis, to
check the validity of the consumption goods argument. As will be detailed in the
following sections, our findings refuted the idea that contributions are pure con-
sumption goods. Therefore, we concluded that Tullock’s puzzle remains unsolved.

2. Party affiliation, perceptions about the country and Congress

First, we hypothesized the following: If contributions are indeed consumption
goods, as long as the people’s party affiliation or political views remain the same,
there should be no significant difference in the way contributions are allocated bet -
ween different political parties. This should hold regardless of the level of satisfac-
tion and approval of the job done by Congress and/or whether the country is moving
in the right direction. Of course, among other reasons, we should expect to see
changes in the amount of the total contributions by different groups as a function of
changes in income levels and whether or not there is a presidential election during
a particular election cycle.

Based on the New York Times/CBS Polls, Table 1 shows that between 2004 and
2008 there was no significant change in the percentages of the Americans identifying
themselves as either Republican or Democrat, and no significant change in the per-
centages considering themselves either conservative or liberal. (Specifically, we con-
sidered the following questions from the New York Times/CBS Polls: Question 99:
Generally speaking, do you usually consider yourself a Republican, a Democrat, an
Independent, or what? How would you describe your views on most political mat-
ters? Generally, do you think of yourself as liberal, moderate, or conservative?) For
instance, 29% considered themselves a Republican in 2004 and 30% in 2008; simi -
larly the same number of Americans (22%) considered themselves to be a liberal
both in 2004 and 2008. We interpret these percentages as an indicator of unchanged
party affiliation and political view motivation to give to either the Republican Party
or the Democratic Party. 

During the same time period however, as presented in Table 1, the polls indicated
that there was a significant change in Americans’ perception regarding whether the
country was going in the right direction or not. (Specifically, we considered the fol-
lowing questions from the New York Times/CBS Polls: Question 2:  Do you feel
things in this country are generally going in the right direction or do you feel things
have pretty seriously gotten off on the wrong track? Question 6: Do you approve or
disapprove of the way Congress is handling its job?) The percentage of Americans
who felt the country was moving in the right direction dropped from 30% in 2004
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to 24% in 2006, and 14% in 2008. Furthermore, Congress’ approval rate dropped
from 33% in 2004 to 23% in 2006 and 22% in 2008. It is important to note that bet -
ween 2000 and 2006, the Republican Party held the majority of seats in Congress.

To summarize, while Americans’ party affiliation and political views remained
unchanged, there was a significant change in their feelings regarding whether the
country was moving in the right direction and whether the Republican controlled
Congress was handling its job properly. Despite the unfavorable perceptions of the
Republican controlled Congress and the Republicans’ slim ruling margins, we would
expect groups motivated predominantly by consumption concerns to make no sig-
nificant changes in their contributions towards the potential winners, i.e., the candi-
dates from the Democratic Party. (Aranson and Hinich, 1979)

3. Contributions 

From opensecrets.org, the website of The Center for Responsive Politics, we as-
sembled the total contributions made by all groups for whom data was available –
fifty-nine groups – to Democratic and Republican candidates during the 2006 and
2008 election cycles (contributions made between January 1st 2005 and December
31st 2006 count for the 2006 election cycle; and between January 1st 2007 and De-
cember 31st, 2008 count for the 2008 election cycle). We accessed www.opensec -
rets.org  and downloaded the contributions made by all of the groups listed on
September 27, 2011; and Table 2 includes the names of all 59-groups.

Table 3 shows that in the 2006 cycle, the average contribution to the Democratic
Party by each one of these fifty-nine groups was 11.1 million dollars (in 1990’s dol-
lars). Most importantly though, was that on average, 41% of each group’s total con-
tributions were made to the Democratic Party. In 2008, the average group
con tribution was 17.2 million and 51% of donations were given to the Democratic
Party. Not only did the average total contribution by each group go up by 56% (per-
haps mainly due to presidential election in 2008), the Democratic Party’s share was
increased by 24%. Based on a two-sample assuming unequal variances t-test, the
increase in the Democratic Party’s share from 2006 to 2008 election cycle is statis-
tically significant among the 59 groups. (t-statistics = 2.86; degrees of freedom 116;
therefore the difference was statistically significant at .01 level (two-sided).) We in-
terpreted this test result as evidence to refute the claim that contributions are
consump tion goods. To further examine the reliability and robustness of this result,
we will put forward and test a second, more meticulous hypothesis in the following
section.

4.“Sensitivity” to legislation and contributions

The second hypothesis is the following: If contributions are consumption goods
then, we shouldn’t expect to see even the groups which are the most sensitive to le -
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gislation making reallocation of their contributions towards the Party expected-to
be-the majority. Even if an increase in the majority of a Democratic controlled Con-
gress was expected in the 2008 elections; we shouldn’t see a particularly large change
in the allocation of contributions from the most sensitive groups.

In addition to our own evaluation we asked seven public choice scholars, inclu -
ding two presidents of the Public Choice Society, to rate the sensitivity of the fifty-
nine groups (their contributions are listed at opensecrets.org) to a change in control
of one or both houses of Congress. They used a scale from 1 to 5, with 1 = very sen-
sitive; 2 = somewhat sensitive; 3 = neither sensitive nor insensitive; 4 = somewhat
insensitive; 5 = not sensitive at all. Cronbach’s alpha was calculated as 0.833, which
indicates a “good internal consistency” among the eight ratings by us and the seven
public choice scholars. Therefore, we used the arithmetic mean of these ratings as
the sensitivity score for each group.

Table 3 lists the 10 most and the 10 least sensitive groups based on ours and these
seven scholars’ average ratings. The 10 most sensitive groups have an average sen-
sitivity score of 1.46 (median 1.38) with 1.13 minimum and 1.88 maximum scores.
The 10 least sensitive groups have an average sensitivity score of 3.56 (median 3.44)
with 3.25 minimum and 4.25 maximum scores. 

In 2006, the most sensitive groups’ average total contribution was $15.3 million,
of which 39% was given to the Democratic Party. The least sensitive groups’ average
total was $6.7 million and they allocated 35% of their contributions to the Demo-
cratic Party. Put simply, the 10 most sensitive groups were giving more, and the 10
least sensitive groups were contributing less than the average group contributions
in 2006; and both were allocating less than half of their total contributions to the
Democratic Party. Furthermore, in 2006 there was no statistically significant diffe -
rence between these two groups’ allocations of their contributions between the Dem-
ocratic and Republican Parties. (This was based on a two-sample assuming unequal
variances t-test, where degrees of freedom = 18, t-statistics = 0.711.) 

In 2008, the most sensitive groups’ average total contribution was $25.5 million,
of which 54% was given to the Democratic Party. The least sensitive groups’ average
total was $10.8 million and they allocated 44% of their contributions to the Demo-
cratic Party. In other words, in 2008 too, the 10 most sensitive groups were giving
more, and the 10 least sensitive groups were contributing less than the average
group’s contributions. Moreover, while the ten least sensitive groups increased their
share given to the Democratic Party by 9 percentage points, they continued to allo-
cate less than half (and also less than the average contributions by all fifty-nine
groups). Meanwhile, the 10 most sensitive groups added 15 percentage points, i.e.,
increasing the Democratic Party’s share from 39% to 54%, from one election cycle
to the next. (Based on a two-sample assuming unequal variances t-test, where de-
grees of freedom = 18, and t-statistics = 1.761, there was a statistically significant
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difference between these two groups’ 15 and 9 percentage points increase in their
contributions to the Democratic Party at a two-tailed 0.10 significance level.)

Finally, to further check the validity of the argument that sensitivity should not
matter if there were only consumption motive in political contributions, we con-
ducted regression analysis. 

Specifically, we estimated regressions with “percentage cut in Republican Party’s
share,” as the dependent variables and “ln(sensitivity)”—natural logarithm of sen-
sitivity score as independent variable. The following is the OLS regression results
(where number of observations=59, and R2 = 0.09):

(% cut from contributions to republicans) = 0.278 - 0.104 ln(Sensitivity)

The estimated coefficient for ln(sensitivity) is -0.104 and statistically significant
at level 0.05 (two-tailed) or better. In other words, sensitivity did matter: Given the
estimated intercept term of 0.278, while a group which is “not sensitive at all” to a
potential change of who is in charge of altering the rules of the game in Congress
(with a sensitivity score of 5) cuts its contributions to the party that lost its majority
in Congress by 11%; the “extremely sensitive” group (with a sensitivity score of 1)
cuts its contributions by a whopping 28%. For instance, if an extremely sensitive
group was contributing 60% to Republicans and 40% to Democrats, after the shift
in power in Congress, this group would start contributing 43% to Republicans and
57% to Democrats.

6. Concluding remarks

We examined contributions by fifty-nine different groups in the 2006 and 2008
election cycles. Our analyses indicate that while there were no significant changes
in Americans’ income, party affiliation, and political views between these two elec-
tion cycles, there was a statistically significant change in the way groups reallocated
their contributions, shifting more towards the Democratic Party which was expected
to gain the majority of seats and, hence the legislative power in the Congress.

Furthermore, the most sensitive groups to the legislative process were making
bigger adjustments in allocating their contributions between the two parties based
on the expected new Congressional configuration. 

Tullock (1972) assumed that firms’ contributions to politicians are intended to
“purchase” them and thus was puzzled by why firms contributed so little. An-
solabehere et al. (2003) argued that firms’ contributions are for consumption. Our
findings refute the idea that contributions are pure consumption goods; therefore,
we conclude that Tullock’s puzzle remains unsolved. Consequently, based on these
findings, for future research, perhaps rather than modeling political contributions as
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consumption goods alone, modeling them as a function of both consumption and in-
vestment motives, and taking into account the intervening effects during each elec-
tion cycle might be a better strategy.

Table 1. Americans’ Party Affiliations, Political Views and 
Perceptions: 2004-2008

Source: Various CBS/ABC Polls.

Table 2. list of the 59-groups

Source: www.opensecrets.org.
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Table 3. Total, “most sensitive,” and “least sensitive” groups’ contributions

Source: www.opensecrets.org.
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