Digital Donors:
How campaigns are using the I nternet to raise money
and how it’simpacting democr acy

By

Ryan Thornburg
B.A. May 1997, University of North Carolina a Chapel Hill
A Thesis submitted to
The Feculty of
Columbia School of Artsand Sciences

of the George Washington University in partid satisfaction
of the requirements for the degree of Magter of Artsin Political Management

March 29, 2001

Thesis Directed by

Dr. Michad Cornfidld
Associate Professor of Politica Management



DEDICATION

To my grandparents.
Especidly Grandma Rawson, even though this redly isn't a book.



ACKNOWLEDGEMENTS

Thisthesis has been along time coming. Its completion was accomplished only with the assistance of alot
of smart people and the support of alot of good people. Mike Cornfield has been a part of it from before it
began until it’s completion and has provided me with compelling discussion and warm meals. | can’t thank
he and Kathy enough.

I would also like to acknowledge the support of Mark Stencel, my former editor at washingtonpost.com
who gave me the flexibility to begin working on this project in the middle of a hectic election year. He
continues to be agood and inspiring friend. Ferrel Guillory, Director of the Program on Southern Politics,
Mediaand Public Life at the University of North Carolinaat Chapel Hill inherited this project when | came

to work for him in January, and deserves much credit for allowing me the flexibility to complete it.

Many scholars and political professionals who have made money and politicstheir life'swork were
gracious enough to take time out to help me along the way. | appreciate their time and contributions that all
came at the right price — free. They are: Herb Alexander, Thad Beyle, Arun Bose, Wes Boyd, Andy Brack,
Rebecca Donatelli, Andy Hoefer, Jay MacAniff, Phil Noble, John Phillips, Peter Roybal, Jeff Stanger,
Steven Weiss, Clyde Wilcox, and the staff of The Odum Institute for Research in Social Science at the
University of North Carolinaat Chapel Hill.

Most importantly, | would like to thank the people who have supported me every single day and would
have supported me whether | was working on this project or any other. Without the daily care and concern
of my parents and Bronwyn Leech, nothing would be possible.

Thanks to each and every one of you. | hope thiswork justifies your efforts.

Ryan Thornburg
March 29, 2001



TABLE OF CONTENTS

D= [[or= 14 o o HO TP i

ACKNOWIEAGEMENTS ... iii

List of Figuresand TablES ..o %
I I 018 0o [ Tox 1 o o TR 1
1. A New Pump for the Old POl ...........ccooeiriiiiececese e 7

Promise and Threat of a Cyber Democracy
The New (Political) Economy

The Small, Stable and Homogeneous Pool of Donors

The Regulatory Atmosphere
The Politicd Atmosphere
[ I Y/ = 4 g To o (o] [o o |V PP U PP 30
IV. ASKING, WithOUt ASKING ....ceeeeieieiiceeeeese e 35
How Candidates Asked Online

How Donors Responded



V. A Digital DONOr DIVIAE .....cooiiiieieeeieie e e 61

V1.

A Deeper Pool ...

...But Not Wider

Donation Amounts

CONCIUSION .ottt bbb et neene s 74
What It Means for Campaigns

What It Means for Democracy

Appendix |: FEC Regulations Impacting Online Fundraising .........c.cccceeu.... 86
Appendix I1: Survey Items Used in Analysis of OnlineDonors.................... 88

BibliOgraphy ... e 90



FIGURESAND TABLES

Tables

2.1 The New Political ECONOMY RUIES .........cooveieeieeceseees e 10
4.1 Responses, by Motivation CaLEJONY ........ccoeeeerrerreirirerieseesre s see e e e e 58
5.1 Elite DemOographiC GrOUPS ........ccccoueerireresiesiesieseeseesesessessessesseseesseseesessessessessessnnes 68
Figures

2.1 Fundraising Costs, by Method ... 13
4.2 TYPES OF SOHCITALION ...cviueeiieirieseeieste ettt 42
4.3 Complex SoliCitations, BY TYPE ....ccvciiiiiieceseseeeere e 49
4.4 Motivations Of ONlINE DONOIS .......ccvreieeriirerieereseseeseeese e see e sre s e e ssessessenens 58
4.5 HOow DONOIrSWere SOHCIE .....coviveiiiieireseeesie st 60
5.1 Prior Giving AmMONg ONlINE DONOIS .......ccvueuiiririeieiresieeseseeseesesie e 65

5.2 Rates of INcrease in Elte GroUPS ........cccoveeverieieeese et 70



|. Introduction

Money, perhaps more than anything dse, is the reason that many Americans
never get involved in politics. It costs more than $300,000 just to run alosing campaign
for the U.S. House. Winning cogts dmogt amillion. Persstently in nationa polls, most
Americans say they think the campaign finance system in the United States is broken and
needs to be fixed. Campaign finance reform groups of al shapes and sizes decry money
as one of the pails of politica victory that lures ne' e’ dowells into the process. But the
growing mountains of money in the politica process probably repels more people than it
attracts.

More than one campaign manager has warned his client that no candidate has ever
lost a race because he spent too much time raising money. Congressiond elections may
only be held every two years, but the efforts to finance them never sop. A whole industry
of professond fundraisersis part of the army of pollsters, advertising producers and
press secretaries that run most of America s maor political campaigns. The Washington
bureau chief of Fortune magazine recently devoted an entire book to The Money Men.
Candidates, parties and political action committees are congtantly looking for new
sources of money and for new ways of prying more out of the old ones. The manner in

which candidates raise money has a huge impact on who participates in the politica



process. Once the money is raised, it affects who has access to the candidates and the
office holders.

Candidates ask for money just about every way imaginable, and every manner of
asking isintended to produce a specific result. During an eection year, candidatesin
competitive congressiona races may spend as much time on the telephone with potentia
donors asthey do deeping. Those phone calls are intended to solicit large persond
checks, often from business acquaintances or persond friends of the candidate. Both
magor politica parties offer specid events for their biggest donors — often lobbyists and
industry leaders having business with the federd government. One Republican Party
mailing features photos of “Team 100" members skiing in Aspen, golfing on the beach
and on atrade mission to Prague. In it, the GOP asks for $100,000 corporate checksin
exchange for “an unparaleed opportunity to get to know and work closdy with our
Republican leadership across the Nation.” Candidates reach out to smaller donors with
mass mailings of long, emotiond letters that often implore supportersto give “whatever
you can.”

Bob Doleiswidely credited as the first American political candidate to ask for
money over the Internet. Since his failed 1996 Republican presidentia bid, the Internet
has become the lynchpin of the U.S. economy and a catalyst for changesin business, law
and popular culture. More than 100 million Americans had Internet access at the end of
the 2000 presidentid campaign, compared to 14 million who were online when Dole
began ran in 1996.

Not only were more Americans online in 2000, those who were online were

spending more money online and spending more time paying atention to politics online.



Thirty-three percent of Americans online used the Internet to get news about the 2000
election, up from 22 percent in 1996.* Online shopping shot up 67 percent between the
end of 1999 and 2000, with more than $8.6 billion in retail sdes conducted over the
Internet during the final months of the 2000 presidentia election.?

In four years, the Internet had given Americans a new way to spoend money and a
new way to participatein — or at least observe — palitics. If the popular presswasto be
believed, it was a time during which anyone could quickly and essily release previoudy
dammed rivers of consumer spending. Anyone could make money online because of the
low incrementd cost of setting up a Web page or sending e-mail. In palitics, that meant
that fundraisers could afford to ask more people to give money. Because Internet
fundraising rdlies primarily on eectronic transactions via credit card, its advent alowed
campaignsto get the money in hand fagter than if they had had to wait for the checks to
come in the mail. But perhgps most importantly, the Web held promise as atool with
which political fundraisers might reach whole new groups of donors who had never
before been invited to give.

Enticing more people to participate in political giving has been agod of
campaign finance reformers for more than a century. Since James Madison wrote about
his concern with “factions’ in Federalist 10, Americans have tried to make their political
arena more respongve to the “public good” rather than “specid interests.” Between the
late 19 century and the 1972 Watergate scanddl, political money was raised primarily
from large corporations, labor unions and politica insders who have some businesswith
the government. Bit by bit, federa legidation was passed that sought to end the quid pro

quo of palitical fundraising by decreasing the power of large corporate checks and



increasing the number of people who invested in a politica candidate. Following
Watergate, Congress and the courts spent much of the late 1970s fine-tuning federd
campaign finance laws into the system we have today, with limits on corporate, PAC and
individuad donations and public reporting of large donations.

Even before the Internet took hold of the American economy, it captured the
attention of civic activigts, either asatool to rebuild democracy or as chisel to widen
culturd divides. In April 1997, Wired magazine reporter Jon Katz wrote one of the most
important early descriptions of online palitics. In hisarticle, caled “Birth of a Digitd
Nation,” Katz wrote;

“There are paradigm-shifting changes afoot: the young people who form

the heart of the digital world are cresting anew politica ideology. The

machinery of the Internet is being wielded to create an environment in

which the Digitad Nation can become apaliticd entity in its own right.”

But he dso wrote:

“The members of the Digital Nation are not representtive of the

population as awhole: they are richer, better educated, and

disproportionately white. They have disposable income and available

time.”

Through online palitical fundraisng, we could see ether of these two pictures of
the palitical Internet develop. In the offline world, fundraising is dready the most
unequa form of political participation. The affluent are more than four times aslikdy to

be asked for contributions as the poor.® Among the network of political donors and



fundraisers, the relationships between solicitors and donors are primarily relaionships
between two members of the same privileged demographic group.*

While many recent sudies have pointed to the declinein voter participation as an
indication of declining civic engagement, participation in the politicd system can dso be
gauged by campaign fundraising. Just as Americans can cast abdlot, sign a petition or
knock on doors for a candidate, they can aso give money. Some, including the U.S.
Supreme Court, have equated political donations with politica speech. However, there
are important differences between donations and dl other forms of political participation.
Every American can cast but one ballot in acampaign, and even retired Americans can
volunteer only 24 hoursin aday. But, asde from the broad and porous caps on federa
giving, the only limit on the amount of money a person can give to campagnsis hisor
her own persond wedth. In thisform of civic involvement therich can —and do —
participate more than the poor.

This study examines the effect of online fundraisng on the campaign Strategy of
candidates and congders the manner in which it is affecting politica participation in
generd. The generd news medialatched on to the story of online fundraising as away of
measuring the brash predictions that political advisers and entrepreneurs made about the
Internet’ s effect on democracy, but much of their attention was focused only at the
presdentid levd.

It looks a the comparisons between online and offline fundraising and examines
the characterigtics of the smal and constant pool of offline donors that has developed in
the past quarter of a century since the current federd campaign finance laws went into

effect. It will look at the politica and regulatory world that shaped online fundraisng



gtrategy in the 2000 e ections, describe the Strategy through a content analysis of House
candidate Web sites, and examine the pool of online donors that the Strategy produced. At
atime when fundraising entrepreneurs are staking millions of dollars on their ability to

sdl the wonders of Internet donations and when candidates receive nationa news

atention for effective online fundraising, it will use results from the 2000 Nationd

Election Study and a survey of online donors to evaluate some of the common beliefs
about online fundraigng. Findly, it will lay out the potentia impact of online fundraising

on future political campaigns and on the American palitical system.

! The Pew Research Center for the People & the Press, Nov. 26, 2000.

2 U.S. Department of Commerce, 2001.

3 Verba, Schlozman, and Brady, p. 149.

* For afull discussion, see Thielman and Wilhite, Discrimination and Congressional Campaign
Contributions




II. A New Pump for the Old Pool

In the time after Bob Dole launched online fundraising in America and before the
bubble burst on Internet stocks sometime in the middle of the 2000 presidential
campaign, the percentage of Americans who owned stock grew to more than 50 percent,
up from less than a quarter at the start of the decade. Much of this money was attracted to
the market by the apparent weightlessness of the mgjor stock indexes. Normal rules of
market gravity seemed not to apply. Thiswas the New Economy and scores of new
magazines employed hundreds of journdists to celebrate and perhaps explain why people
would reasonably invest in companies made less money in ayear than they spent on one
Super Bowl ad.

One of the primary characterigtics of the New Economy was the cregtion of new
businesses that had very little physical capita. No expensive manufacturing plants, no
warehouses. Just afew guys sitting in a basement with agood ideato ease life's chores or
enhance life' sleisure was enough to attract millions of dollarsin an IPO, the rules of the

New Economy seemed to say.



The Promise and Threat of Cyber Democr acy

If the economy had new rules, then so did palitics in the late 1990s. Public
documents were brought out into the digital sunlight. Technology made it easier for
minor party candidates to organize supporters and get their message past the gatekeepers
of traditional news media. It became easier to fire off aletter of protest to an elected
officia or editoriad page editor or athousand like-minded individuds. If a person could
get access to an Internet connection at home, work, or the library, he could launch a
movement. The smoke-filled back rooms were suddenly well-ventilated.

The early herdds of this New Democracy were members of the technical dlite.
They were not poverty advocates, Africant American leaders or feminigts. In 1990, Mitch
Kapor, founder of the Lotus Development Corporation (makers of the ubiquitous office
communication software Lotus Notes) and Steve Wozniak, co-founder of Apple
Computer, funded the creation of the Electronic Frontier Foundeation as an organization to
promotein digitd media First Amendment rights and other civil liberties essentid to
demoacratic discourse. In 1996, EFF hel ped organize the Blue Ribbon campaign opposing
the “Communications Decency Act.” It was one of the first successful grassroots
lobbying efforts that used the Internet to organize opposition to congressiond action, and
it was the first time that Americans who were not members of the technica dite used
technology to practice palitics.

The early success of such online grassroots campaigns and the demographic
amilarities between likely voters and early adopters of the Internet — wesalthy, educated,
mae and white — brought palitica journdists and campaign professonasto the

conclusion by the end of the 1996 presidentia campaign that the Internet would be a



good way of reaching out to likely voters. Jon Katz and other journdists began citing
anecdota evidence that Internet users were civic-minded, but mostly nonpartisan. Ina
follow-up to his“Digitd Nation” articlein Wired, Katz created a palitical typology of
“The Digitd Citizen.”

At the same time Katz was describing the Digitd Citizen, scholars who saw the
growing importance of technology to the economy began warning of alack of technica
skills among American sudents — the future workers who would have to drive the New
Economy. Internet companies and the Clinton administration began work to connect
classrooms to the Internet in an effort to bridge the chasm that became known asthe
Digitd Divide. A series of detailed studies by the U.S. Commerce Department from 1995
to 2000 provided a description of the Americans who lacked Internet access and technical
literacy. It found that the same groups of people who had been l€eft out of the New
Economy were the same groups of people who had been left out of prosperity and civic
engagement in generd — racid and ethnic minorities, rurd resdents, women, inner-city
youth, and the poorly educated.

If the Internet was providing Americans with new access to the inditutions of
democracy, it was providing it to the same types of Americans who had always had

access.



The New (Political) Economy

Along with its new rules for the economy and new rules for democracy, the

Internet o crested new rules for the intersection of money and democracy: politica

fundraisng. The Internet makes it chegper and easier to conduct the actua transaction of

moving money from a donor’ s wallet to a candidate' s bank account. The Internet changes

the economics and strategy of recruiting donors, and in 2000 it provided journdists with

anew way of measuring the strength of acampaign. In the New Politica Economy: the

codts of online solicitation decreases as the number of solicitations increasss, online

fundraising dlows success to be quickly converted into money, the news media pay more

attention to money raised online, and donor-initiated transactions are more likely.

Table 2.1. The New Political Economy Rules

Old Rules New Rules

The more you ask, the more it costs

The more you ask, the less it costs

10

Money can quickly be turned into success

Success can quickly be turned into money

Media measures campaigns by amount raised

Media measures campaigns by manner raised

Candidate motivated

Donor motivated

The Cog of Online Solicitation Decreases as the Number of Solicitations Increases

The 2000 presidentid campaign of Elizabeth Dole picked up itsonline

fundraiging efforts from where her husband Ieft off in 1996. Within four months of

launching her campaign, she had raised $64,000 online — $4,000 more than her husband



raised during his entire presidentia bid. “It's the chegpest fund-raiser known to man,”
Dole spokesman Ari Fleischer told The Washington Post.*

Maost Americans who think about running for office usudly get no further than
the consideration of the amount of money it would cost just to get started. Candidates
need seed money — often from their own pockets — even to get to the point where they can
ask others for money. In politics asin other vocations, it takes money to make money. As
the campaign continues and more money is needed to fud thefire, it cogs alittle bit
more each time a candidate asks someone to give. Every request is an additiond phone
cal, an additional postage slamp or an additiond “rubber chicken” dinner. Each of those
incurs additiona cogts for the campaign.

The Internet turns the costs of ralsng money on its heed. It costs much lessto
launch an effective fundraising campaign online. Because there are no incrementa costs
associated with online solicitation the cost per request actualy goes down as candidates
extend their cdl for cash. One thousand e-mails cost the campaign no more than one e-
mail.

Most campaigns need $20,000 to $30,000 in seed money just to get the ball
ralling.? Even with the advent of online campaigning, that amount probably won't change
much for candidates who wish to run awinning campaign. But the Internet could make it
eager to raise thismoney. In his book Campaign Craft, Danid Shea outlinesthe
following hypothetical prospecting effort by a campaign. First the campaign must buy or
rent alist of people it thinks are likely to donate. Assume it has 40,000 names. Then the
campaign must spend about $0.50 per letter on paper, envelopes, postage and the like.

Perhaps 2 percent or 3 percent of the recipients will respond, giving an average of $19.

11
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Such a scenario would cost a campaign $20,000 to raise $19,000 — aloss of $1,000!

Each dollar raised would cost $1.05. Campaigns rationdize the loss by resoliciting their
initid donors and eventudly turning a profit as most donors who give once will give
again if asked. But with each additiona solicitation dso comes an additiona cost.

Contrast that with the costs of congtructing a smple campaign Web site that has
Nno purpose but to be a conduit for campaign donations. For $5,000 a candidate can
edablish asample Web site. Most vendors of online fundraising technology will provide
Web-based credit card transaction capabilities to the site for no initid cost. The vendors
then charge between 8 percent and 15 percent of each donation. Candidates and online
political consultants estimate that about 1 percent of al viststo a campaign Web ste
result in adonation. If a Site gets 30,000 hitsin amonth and the average contribution is
the same $19, a campaign could spend $5,570 on the Site and transaction costs and raise
$5,700 — anet profit of $130. Each dollar raised online would cost $0.97. And thisis
without even asking anyone to donate.

While the differences between the $1,000 loss of direct mail and the $130 profit
of amonth of online fundraisng is negligible in acampaign that will likely spend more
than $500,000, the red differences come as the campaign continues to raise money.
Remember that with each additiond direct mail piece there isthe cost of another
envelope, another piece of paper and another stamp. For the campaign that has raised
money onlineg, it has collected alist of perhaps 300 e-mail addresses of donorsthat it can
resolicit a no additiona cog. If the Site done snares another $5,700 in the second month,
and an e-mail solicitation to the 300 original donors nets a4 percent returr? of adightly

higher average contribution of, say, $25, the campaign could raise another $6,000 &t the



13
cost of $600. The campaign would net $5,400 in the second month. As the months go

on, the eemail list grows. Because there is no additiond cost associated with each
additiond e-mall recipient — unlike the additiona printing and postage costs associated
with each additional postd mall recipient — the cost- per-recipient actudly goes down as
the campaign sends out more e-mail solicitations.

Including the prospecting efforts and repeet solicitations, online fundraising
vendor Rebecca Donatdlli estimates that online fundraising costs only 10 cents per dollar
raise, compared to the 50-cent costs of every dollar raised through direct mail and the 70-

cent costs associated with a dollar raised through telemarketing.

Figure 2.1. Fundraising Costs, by Method

Cost per dollar

raised
$0.70 -
$0.60 - Methods
$0.50 A O Online - $.10
$0.40 1 Direct Mail - $.50
$0.30 1 .

O Telemarketing - $.70
$0.20 1 g-%
$0.10 -

$0.00 -

(Source: Rebecca Donatelli in Meeks,” Online Fundraising Gains Traction” , MSNBC.com, Nov. 27,200)

Online Fundraising Allows Success to Be Quickly Converted Into Money

Whether agood campaign must first have money to be successful or must first be
successful to raise money is abit of a chicken-and-egg problem. Most big money donors

such as palitica action committees like to know that their money is going to a candidate



who has a decent shot of eventudly being eected and in a postion to reciprocate the
favor. With less and less time being pent covering palitics, journdigts like to know that
they are spending their time following the candidates that have the best chances of
winning. One manner in which both donors and the news media get an early gauge of the
strength of candidates isto measure the amount of money they raise. Candidates know
this and are quick to point out when they have raised more money than their opponent.
In the old politica economy, the candidate with the financia advantage not only
attracted free media attention and more money, but he aso had a greater ability than his
to buy advertising, conduct polling, and produce more e aborate campaign events. As
soon as the campaign had cashed a contributor’ s check, it could quickly begin spending

the donation on the advertising that it takes to be successful.

At the same time, a sudden burst of success did not mean a sudden influx of cash.

An effective greet rdly or tdevison ad campaign could not turn into money as quickly
asmoney could turn into an effective rdly or tdlevison ad. Once again, online
fundraising turned that old rule on its head.

John McCain's ahility to turn the success of his surprise victory in the 2000 New
Hampshire primary into a haf-million dollars within 24 hoursis one of the factors that
encouraged politica candidates at dl levelsto try online fundraisng in 2000. One
Republican consultant quoted anonymoudy in the Wall Street Journal shortly after the
New Hampshire primary said it would have normally taken 60 to 90 daysfor a
presidentia campaign to print up letters, mail them out and await their return following
such a gtrong showing. Within 60 days of his New Hampshire win McCain had aready

dropped out of the race. Although online fundraising did not dter the outcome of the

14



eventual Republican primary, there is no doubt that it dlowed McCain to quickly raise
the money he would need to continue on his underdog campaign. That is money he never
would have seen without the Internet.

The message from McCain’s experience to political campagns at dl other levels
was, as McCain drategist Max Fose sad, “ Everyone s going to have amoment in the sun
and you've got to be ready.” The Internet — which conforms to no political boundary —
was dmogt certainly akey conduit for the $24,600 that came from out- of- state to
Missouri Governor Mel Carnahan’'s U.S. Senate campaign in the seven days after he died
in aplane crash.® Carnahan was one of 30 beneficiaries of the MoveOn.org political
action committeg' s nationd online fundraisng campaign. The PAC was the fourth largest
donor to the Carnahan campaign.

Both candidates and online fundraising vendors planned strategy based on the
Internet’ s unprecedented speed with which it could turn success into money. In early
October, the campaign of Republican New Y ork Senate candidate Rick Lazio launched a
nationaly televised fundraising campaign that urged views to “get on the Web now” and
“contribute to help Lazio fight againgt Mrs. Clinton’s millionsin soft money.” The 30-
second spot appeared on such cable channds as MSNBC and The Weather Channdl.
According to a Lazio aide, traffic to the site surged when the ad was aired.®

E-Contributor, one of the leading providers of online politica fundraising
solutions, put out an August press release in which quick turnaround was one of the
primary sdlling points. In it, CEO Trey Richardson said, “This red-time immediacy is

aso very appealing to campaigns, which can process and compile information on

15



16
donations in gpproximately 20 seconds rather than in the typica 20 days necessitated

by traditiona fundraisng methods such as direct mail or telemarketing.”

According to Richardson, online contributions followed poll numbersin their
traditiona “pogt-convention” bounce after the summer’s Democratic and Republican
party nominating conventions. For online political strategist Jonah Seiger, boosts such as
these following successful campaign moments suggest “that online fundraising may be
best for getting sort of quick contributions from supporters in key moments when
intengity is high and people are redlly focused on an issue or arace they will respond to

fundraising appedls.”’

News Media Pay More Attention to Money Raised Online

Before avote is ever cast in an eection, candidates run to win the “money
primary” — the name for the pre-primary contest judged by the news mediato see which
candidate can raise the most money first. While the media pays some attention to where
the money comes from (In-state or out-of-state? PACs or individuds?), it rarely paid
attention before 2000 to the manner in which the money was raised. News stories made
little mention of whether the money was raised via tdlemarketing or direct mail.
Occasiondly, large fundraising dinners would draw media attention when the candidate
wanted to show them off asa dgn of his strength.

But for candidates in the 2000 dection, smply raising money online often meant
amgor news gory about the campaign, painting the effort in afavorable light.

In January 2000, USA Today ran a synopsis of the amount of money that the

presidential candidates had raised online in the previous year. The online editions of The
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Washington Post and The New York Times both had a beat covering online politics

during the 2000 campaign season, with much of the focus on online fundraisng. Many
articles about online fundraising made a point to mention that online contributions were
often amal amounts from individuas — implying that such contributions indicate awide
base of support among average folk, not specid interests. In an aticle on Sate, Larry
Makinson, asenior fellow at the campaign fundraisng watchdog Center for Respongve
Palitics, caled online fundraising “the only hedthy development in the campaign finance
process.”

Candidates used the news media s interest in online fundraigng to their
advantage. There were indications that McCain's campaign — possibly in an attempt to
garner favorable press attention — may have artificialy boosted the amount of money it
raised online in the week following the New Hampshire primary. In June 1999, the
Republican presidentiad campaign of Ohio Congressman John Kasich distributed a press
release touting his online fundraising advantage over Vice Presdent Al Gore. The release
cited an Associated Press report that said Kasich had raised $23,000 via the Internet,
while Al Gore—whom the release sarcadticdly cdled the “father of the Internet” — had
raised $17,000 online.

Just as many of the“rules’ of the New Economy may turn out to be no more than
exceptions that prove the rules of the Old Economy, this trend of media attention on the
media of campaign solicitation could very well be unique to 2000. If the money raised via
the Internet does not indicate substantia differences between online and offline donors or
between candidates who accept contributions online and those who do not, the news

mediamay see less vaue in continuing its focus on the manner in which campaignsraise



money. Certainly one reason that the media focused on online fundraising in 2000 was
that it was new. By 2002, if the predictions of some online fundraisers holds true, it will

be commonplace in campaigns.

Online Fundraisng Allows for Donor-motivated Transactions

Theimpact of palitical e-mail and banner ad campaigns have been the subjects of
entire sudies in their own right. Here, our primary concern is the online fundraising that
is conducted on candidate Web sites. For it is the advent of Web-based technological
credit card transactions that created the New Politica Economy rules. Web-based
fundraising transactions provide a paradigm shift from traditional check-writing. They
fundamentally ater the relationship between candidate- solicitor and the pool of potential
donors.

In the old palitical economy, the primary rule of fundraisng is that a person will
not give unless he is asked. The likelihood that even a staunch supporter would make the
effort to track down a campaign’s mailing address and send in a check without being
asked to do so in person, over the phone or in aletter was dim, if not nil.2 The number of
possible donors that a campaign could have was equad to the number of requests it made
for money.

By 2000, candidate Web addresses were not hard to find. They could be found in
news articles, in online search engines, and hanging across the dais at politica sump
gpeeches. If someone saw amention of a candidate and had Internet access, it was easy
for him to find a place where he could hear more from the candidate. Once on the

candidate s site, he might come across a page that would alow him to give money to the

18



candidate. Candidates who provided such a function online could receive a donation
without ever making a one-on-one request. The number of donors that a campaign with
online fundraising could have was suddenly greeter than the number of requests it made
for money. That isnot to say that an effective online fundraisng campaign lacks
solicitetion efforts. It isto say that Web-based fundraising solutions provide the
opportunity for a donor-candidate transaction that is not initiated by the campaign. Such a

transaction israre, if not nonexigtent, in the offline fundraising world.

The Small, Stable and Homogeneous Pool of Donors

One of the primary results of traditiona candidate-initiated fundraising has been
that candidates have had alarge effect on who gives money. Studies of presdentid and
congressiond donors have found that there is asmal, stable and homogenous pool of
Americans who give to politica campaigns. This pool is made up dmost entirdly of
people who have been asked to donate. It is a club for which Americans do not apply on
their own accord, but for which they are asked to join.

If aperson has given previoudy to apresdential campaign, for example, it is
likely that that person has both given before and will be asked to give again. Surveys of
presidential campaign donors conducted in 1972 and 1988 indicated that more than 80
percent of the donors had previoudy given to a presdentid campaign. Almost 90 percent
of those who donated money to apresidential campaign in 1988 were asked to make a
contribution again in 1992.°

The club of people who participate in the political syssem by donating money is

smadl, both relative to entire population and to the number of people who are palitically
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active in other ways. Less than a quarter of Americans gave to apolitical causein

1988, with only 5 percent of those contributing to a congressiona candidate. The
percentage of Americans who said they gave money to a palitica party or candidateis
less than the percentage of those who report they vote in local eections, actively work for
acandidate or party, contact aloca official about issues, or are active in community
problem solving organizations *°

Although the pool of donors has grown somewhet following changesin the
federd campaign finance laws that encouraged candidates to seek smaler contributions
from more people, membership in the club has remained fairly stable. As we have seen,
once a person makes a palitical contribution it islikdly that he will make another and
remain in the pool of donorswho are solicited year after year. While few donors leave the
pool every year, few new donors are added. Among people who gave $200 or more to
presidential candidatesin 1988, only 17 percent were fird-time donors. In 1972, only 13
percent were giving for thefirst time

Those who do join the pool of donors look demographicaly smilar to those who
are dready in it. People who donate to political campaigns are most likely white, mae,
older than average, wel-educated and — most importantly —wedthy. In their sudy of
donorsto presidentid campaigns, Clifford W. Brown J., LyndaW. Powell and Clyde
Wilcox suggest three reasons that these characterigtics are common among political
donors. Firgt, they note that financia resources required to donate to a politica campaign
guarantees that members will dways be affluent. Second, it is more efficient for

campaigns to target potential donors who are smilar to current donors. Third, people who
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donate are often asked to solicit ther friends and business acquaintances. Those friends

and acquaintances are often similar in socioeconomic status. '

Thisfina reason that the pool of palitical donors is homogenous does not
manifest itsdf in mass mail or tdemarketing fundraising, but in persond solicitation by
the candidate and his surrogates. The donors sought out by these solicitations are often
asked for larger amounts of money than those contacted impersondly by the campaign.
The manner of solicitation partidly determines the demographic makeup of who is asked
to give, and thus plays arole in determining the demographic makeup of actuad donors.
The Internet provides a new medium of campaign finance transactions and dtersthe
method of solicitation. Therefore, it is reasonable for believers of abenevolent Cyber
Democracy to expect online fundraising to cause the donor pool to be more
representative of Americans at large. Because the Internet makes donor-initiated
contributions more likely, it is possible that online fundraising could alow the donor pool
to be more sdlf-sdlecting. Who becomes a member of the donor pool could rely lesson
who is asked to be a member and more on who wants to be a member.

But not every group of Americansis online in equa proportions. Asit turns out,
the Digita Divide fdls dong the same fault lines as the Donor Divide — white, well-
educated, weslthy men on one Side and everyone else on the other. Only recently have
women become a higher proportion of the online population than men, but the percentage
of women onlineis gill below the proportion of women in the total population. The one
demographic category for which this pattern of smilar fault lines does not match is age.
The average age of Americans with Internet accessis lower than the population in

generd, while the average age of political donorsis higher. However, the average age of



the online population has been increasing in recent years with senior citizens being one
of the fastest growing segments of new Internet users. Because it is efficient for
campaigns to seek new donors who are similar to current donors, it is easy to seethe
reasons that campaigns would find the online audience an appealing place to look for
money. It is aso easy to see the ease with which online fundraising could only widen the
disparity of politica participation among advantaged Americans and those who have
traditionally been left out of the process — espedidly in fundraisng where family income
is the number one factor in determining whether or not someone will participate.!®

If online fundraising does expand the smdl, stable and homogenous pool of
palitical donorsit will be by circumstance rather than design. The designers of the
military and academic networks that were the precursors of the modern commercia
Internet could have cared less about creating a network for mass palitical campaigning.
Theirswas anetwork of dlites. Even the technologicd dite who first began using the
Internet as a political tool had few thoughts about online fundraisng as aform of politica
participation that needed to be expanded. In the early literature citing the Internet as a
harbinger of perfect democracy, fundraising played no role — ether for good or ill. If
online fundraising does have an effect on the democratic processit will be aresult of the

political and regulatory environment into which it was born.

The Regulatory Atmosphere

Past attempts at atering the makeup of the donor pool have been only moderately

successful. The rulesthat govern the mgority of individua contributions today began to

take effect in the early 1970s, and were expanded in the late 1970s following Watergate.
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In 1971, Congress passed the Federa Election Campaign Act in 1971, which was

intended to dilute the impact on campaigns of large contributions from afew wedlthy
donors by limiting the amount of money individuas could contribute. An ancillary effect
was that more donors would be added to the pool as candidates were forced to divide the
funding of their campaigns into smaller pieces. Among other things, this early version of

the Act required that candidates and politica committees provide the U.S. Generd
Accounting Office with names of people who gave more than $100.

Following Watergate and the 1976 U.S. Supreme Court ruling in Buckley v. Valeo
that prohibited limits on campaign spending, Congress renewed its focus on the
regulation of political donations. The result was the set of laws that currently regulate
campaign finance, including various contribution limits on individuds, locd, Sate and
nationd politica parties, and political action committees. For example, individuals can
only contribute $1,000 per eection to each candidate and can contribute no more than
$25,000 per year to any federaly regulated candidate, party or PAC.

By the time Bob Dole began using his Web site to solicit donations to his 1996
presidential campaign, the Federd Election Commission had dready laid the regulatory
groundwork for campaigns to not only ask for money online but actually be able to
conduct online campaign finance transactions. The FEC firs dlowed credit card
contributions in 1978 and electronic funds transfersin 1989.

In 1995, the founders of NewtWatch, a now-defunct political action committee
that existed primarily as an online entity, made severd requests of the FEC covering dl
agpects of online politica activity, induding online solicitation and transactions. In April,

the Commission issued alandmark advisory opinion that permitted NewtWatch to
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conduct online fundraising aslong as it complied with al existing campaign finance

regulations, specificaly those rdated to contribution limits, record-keeping and
disclosure.

Since that time, the FEC has struggled to find andogies for online political
contributions in existing campaign finance law. Primarily it has grappled with questions
of how to determine whether different online activities and properties are * something of
vaue’ — and therefore ether a prohibited corporate contribution or an individua
contribution that must be reported as a specific dollar amount to the FEC. Thisis
especidly difficult in a communication medium in which each additiond page view, e-
mail or link incurs no additional cost to its creator. However, these in-kind contributions
are not our focus, just as online volunteering, politica discusson groups, news coverage
or other things valued by palitical campaigns are not our focus. Rather, we are interested
in looking only a monetary donations that provide campaigns with the greatest freedom

to shape and digtribute their messages.

The Palitical Atmosphere

Following the NewtWatch decision and Bob Dol€' s 1996 presidential campaign,
online palitics began to be professondized. First launched following the 1996 eections,
the Palitics Online conference became an annud gathering of online politica
professonds. Although only 0.02 percent of Dol€ s donations were solicited from his
Web site, predictions about the Internet’ s role in 1998 were enthusiastic.* Forecasters
noted that it would be the first election after online credit card transactions had become

essy and widdly available. However, asit turned out, the online fundraising activities of
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the 1998 campaigns that got most of the attention were miscues. Daniel Sansoni, a

candidate for state representative in Pennsylvania, sent amass e-mail asking for money
and was shut down by his Internet service provider because of dl the complaints. Steve
Langford, a Democratic Georgia state representative who ran for governor also received
negative attention for spamming potential donors.™®

Online contributions were neither frequent nor lucrative in 1998. A study by
Harvard professor Elaine Kamarck indicated that only 11 percent of the U.S. House and
Senate and gubernatoria candidates with Web Sites provided the ability to make online
credit card donations.*® In California, Democratic U.S. Senator Barbara Boxer was held
up as an unusudly prolific online fundraiser for collecting $25,000 — about two-
thousandths of one percent of her $15 million total.*” The biggest online political newsto
come out of the 1998 dections was the campaign of Minnesota Governor Jesse Ventura,
who used the Internet to mobilize supporters during the final days of the campaign. He
raised $70,000 through his Web site '8

Online fundraising had itsfirg hint of asuccess story in December 1998, when
the Web site MoveOn.org collected $10 million in pledges to defest the Republican
House members leading the charge to impeach President Bill Clinton. Michadl Cornfield,
the research director at the Democracy Online Project told the Associated Press that these
pledges prompted “a changein dtitude. It islike abell has gone off. The raceison.
‘Let’'srase money online.’”
The husband and wife team of Joan Blades and Wes Boyd, co-founders of a

computer software company best known for its popular flying toasters screen saver,

launched the Site in September 1998 to collect Sgnatures for a petition encouraging
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House members to censure President Clinton for his affair with Monica Lewinsky and

move on. In October 1998 they registered with the FEC as a palitical action committee.

MoveOn.org was to money-hungry campaigns what Sutter’s Mill wasto the
Cdiforniagold rush. Blades and Boyd had proven that there were untapped veins of gold
in them thar hills. For campaign finance reformers, MoveOn.org indicated that the
Internet might be used to raise large amounts of money in smal incrementson a
shoestring budget. While MoveOn.org’ s founders certainly wanted to be successful
fundraisersfor their chosen poalitical cause, they often touted their PAC as an uncodified
campagn finance reform.

“MoveOn.org has shown the power of the Internet for grassroots lobbying and is
now showing its vigbility as an dterndtive to $1,000-a-plate fundraisers. The Internet can
help thousands of ordinary citizens give their $25 to support candidates, and diffuse the
power of narrow and extreme specia interests,” Blades said in a 1999 MoveOn.org press
release.

At the same time MoveOn.org was expanding expectations about online
fundraising, Arizona Sen. John McCain was preparing for his presidential bid. His online
fundraisng ability following the 2000 New Hampshire Republican primary further
awakened politicians to the ability of the Internet to raise money fast. His campaign’s
tactic of usng a pop-up solicitation window on the campaign Web ste was mimicked by
campaigns across the country. By the end of 1999, McCain had collected more than 6
percent of al his contributions via his Web ste — a higher proportion than any other

candidate.
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Online fundraigng fit well with McCain's overal image as a maverick. Even

before his successin New Hampshire, McCain’s campaign touted the Web as “another
avenue to reach out to people, a different group of people than with mail appeds and
fundraisers”*® A McCain campaign strategist said that 30 percent of the people who gave
money on McCain's Web site were firgt-time donors.?°

McCan's Web ste was the jar in which he caught financid lightening after his
surprise win of the New Hampshire primary. Immediately after the victory, his campaign
added a pop-up window to his Web site — a secondary browser window thét literally
jumped out at vigtors asking them to give — and sent an e-mail out to 100,000 people
asking them to donate online®* Max Fose, a strategist for John McCain's 2000

Republican presdential campaign cdled the Internet “the closest thing you have to
impulse buying in politics”??

McCain, who was locked in atight baitle with Texas Gov. George W. Bush and a
asvere fundraising disadvantage, had proven that he could win. The win gave an
incentive to donate to potential supporters who had been holding on to their money for
fear that they would be throwing it avay on a bad bet. The Web ste gave them aplace to
contribute while the euphoria of victory was gill with them. According to various news
reports, McCain raised $20,000 the first hour after being declared the winner in New
Hampshire, $300,000 overnight, $501,415 the next day, and $2 million by the end of the
week. He had raised only $1.5 million online before New Hampshire, and would raise
about $3 million more online before dropping out of the race the next month.>

However, there is no way of knowing how much of McCain'stake truly camevia

the Web ste and how much his numbers might have been inflated by a campaign aff



eager to enhance their candidate’ s image as a populist and campaign finance reformer.
The FEC does not require campaigns to tell the story behind the manner in which each
donation was solicited or how the transaction took place. The only two groups of people
who know for certain how the money was raised are the donors and the campaign staff
members, both of whom have a sdlf-interest in how the story istold.

In the weeks following the New Hampshire primary, Rebecca Fairley Raney, a
reporter for The New York Times Web ste wrote a series of articlesin which akey
McCain drategist sad that “some” of the donations that had originaly been reported as
Web-gte donations had redlly come over the phone and entered on the Web site by
McCain gaffers. The srategist later reversed himsdlf. Michael Cornfield of the
Democracy Online Project immediatdly offered to make an independent verification of
the McCain campaign’s daims, and said he recelved averbd commitment from the
campaign that he would have the chance to do so. However, Cornfield is till waiting for
the data. Meanwhile, McCain's campaign continued to benefit from their online
fundraising prowess. In the midst of The New York Times's online articles about the
questions surrounding McCain's online fundraising, The New York Times newspaper ran
an aticle that didn’t mention the controversy and herdded McCain' s donations that it
sad did not come “the old fashioned way.”

In fact, most of the sources for the news media s generdly laudatory stories about
online fundraising during the 2000 election cycle were people who had ether afinancid
or political stakein its success. In 1999, Douglas Boxer — who ran the 1998 campaign Ste
of his mother, Sen. Barbara Boxer, and later went on to become the senior director of a

commercid politica ste— predicted that every magor congressond campaign would
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have online fundraising in 2000.2* The prediction was far from coming true. Phil

Noble, who markets an “Ingtant Online Fundraiser” boldly said the Internet would do for
fundraisng what machine guns had done for bank robbers. Even MoveOn.org over-
estimated its success. Of the 25,000 people who pledged $13 million in 1999, only about
2,000 people actudly contributed a little more than $2 million during the 2000 eection
cycle. “lronicdly, it’'s[the success of online fundraisng] most important to people trying
to get into thisbusiness” Cornfidd told Intellectual Capital in March 2000. “People
trying to become firg-generation online political consultants have an uphill bettle to

begin with.”
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I11. Methodology

This study isintended to be afirst look at the techniques that politica campaigns
are using the Internet to raise money, and the affect that their efforts are having on
politica participation. We wanted to determine how candidates were asking for money
on their campaign Web stes, how donors were responding to the online solicitation and
how the diversity of the online donor pool compared to that of al donors.

To do this, we conducted a content analysis of alist of U.S. House candidate Web
gtes that researchers a NetElection.org determined had an online fundraisng eement.
We aso conducted a survey of more than 1,800 people who used the Internet to giveto a
political campaign in 2000. To compare online donors with other groups of people, we
a0 anayzed results from the 2000 Nationd Election Study.

The content analysis began with alist of candidate Web addresses provided by
Steven Schneider, editor and research fellow at NetElection.org, a project of the
Annenberg Public Policy Center of the University of Pennsylvania. NetElection
researchers located candidate sites through searches on publicly available search engines,
media sites and specidized politicd web stes and searches for domainsincluding the
names of candidates. House campaigns were selected because they are more common in

frequency and scae than presdentia, senatorial, or gubernatorial campaigns. They

30



provide more opportunities to discuss the experimenta online fundraisng methods on
which future candidates at dl levels will build.

From that list, we downloaded between October 12 and October 14, 2000 each
gte from the Internet usng WebZIP 4.0. This timeframe was chosen for download in an
effort to andlyze a snapshot of the Web sites during the height of the campaign season
when a complete political strategy was most likely to be represented on each sSite.

Following the 2000 eection, the sites were reviewed to determine: the candidate’ s
name, the candidate' s party, the state and digtrict in which the race was taking place,
whether the candidate was an incumbent, whether the ste had a pop-up fundrasing
solicitation, whether the site hed purposive, solidary, materid or smple solicitations, and
the name of the fundraising vendor, if any, who provided the transaction technology.
Candidate committee reports filed with the Federa Election Commission were used to
verify information on the site.

Some sites did not download correctly, either because they were not available
online during the download period or because the settings on the download software were
not st to retrieve al dements of the Ste. In most cases, enough of the site was
downloaded for the content analysis to be completed. However, some fundraising
elements could have been incompletely downloaded from at least 31 Sites.

The survey of online donors was inspired by the methodology and questions
asked in previous surveys of political donors conducted by Georgetown University
professor Clyde Wilcox and others.! For those surveys, lists of actual donors were culled
from Federa Election Commission reports. The donors were then surveyed twice through

the mail. Our survey lists were compiled from the lists of donors provided by online
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fundraisers. We used e-mail to invite the donors to participate in the study, and then
collected their responsesin a Web-based survey form on Pollcat.com. We decided not to
use FEC records to create our survey list for two reasons. FEC records only list
contributors who gave more than $200 during an eection cycle. With the frequent news
media reports during the 2000 dection cycle citing average contributions between $39
and $100, it was important to survey donors who would not appear on the FEC reports.
Also, FEC reports do not designate who gave online. A survey based on FEC reports
would first have to determine whether adonor had actudly given viathe Web.

The survey was conducted viathe Internet rather than mail to avoid the
prohibitive costs and time delays of amail survey. The fast pace of changein Internet
technology and the ingability of the online audience made quick measurement a priority.

In exchange for the lists of donors, we have agreed not to identify the specific
sources of thelists or any characteristics of donors that would compromise the privacy of
donors or the propriety of fundraising data from individual campaigns and companies.
These concerns were cited by severd online fundraisers as reasons for not participating in
the study.

The donor surveys were conducted between February 23 and March 19, 2001.
Two groups of donors were surveyed. Thefirst target group was alist of 11,068 online
donors to a Democratic politica action committee. An introductory e-mail was sent by
one of the PAC leaders. That survey netted 1,763 responses, or 16 percent of those
solicited. The second target group was alist of 1,268 online donorsto politica campaigns

during the 2000 dection cycle. No introductory e-mail was induded in that mailing. Theat
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target group eventually returned 133 valid responses, or 10 percent of those solicited.
Nobody was solicited twice.

Internet-based survey research is ill new, so it isimportant to note specific
problems we found in our survey. One of the largest problems is controlling who answers
the survey, and judging the truthfulness of respondents. To help diminate both potentia
problems, we checked the e-mail addresses of respondents against those onthe
solicitation lists and only accepted responses from those whose e-mails matched. Another
problem is nortresponse rate. It is interesting to note that 3 percent of the second target
group sent back e-mailsrefusing to participate. Another 10 percent of the e-mallsin the
second target group were not reachable. Technology problems may have aso contributed
to non-response rates. Several online donors wrote expressing an inability to access the
survey ste. Each time, we checked the site and found it to be functioning correctly. We
did not address concerns associated with welghting respondents to online surveys.

Although 92 percent of our sample came from the first list of PAC donors, we did
not segregate the responses of that group from other responses. Most donors make more
than one palitical donation, so respondents from the first mailing most likely gave to
candidates or parties aswell as PACs. Likewise, respondents from the second mailing
most likely gave to more than one cauise. Our questions asked respondents about their
firgt online donation and dl of their online donations as awhole, not any specific
donation &fter their first.

Previous studies have found differences between politica action committee
donors and other political donors? Also, there are some differences between Republican

donors and Democrétic donors. For example, Republican donors have higher than
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average income levels and Democrats have higher education levels® Democrats are
aso more likely than the members of the generd voting age population to be members of
aminority group. We did not weight our responses to account for any of these
differences.

Between the respondents from the first and second mailings, there wasllittle
difference on mogt questionsin the ranking of which responses were given most
frequently.

To examine average online donation amounts, we examined sample ligts of
donors and associated donation amounts. Three online fundraisers provided the ligts.

To compare the characterigtics of online donors with those of the voting age
population, al Internet users, and dl politica donors, we examined unweighted responses
in the 2000 Nationa Election Study conducted by the University of Michigan Center for
Politica Studies. The NES conducted telephone surveys of 1,807 respondents in the three
weeks following the November 2000 Genera Election.

No one who provided data for this study participated in any of its andysis.

1 See Brown, Powell and Wilcox, 1995, and Green, Hernson, Powell, and Wilcox, 1997.
2 Jones and Miller, 1985.
3 Brown, Powell and Wilcox, 1995.
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V. Asking, Without Asking

Online or off, the goas of fundraising do not change. Every medium of solicitation
has its unique strengths and wesaknesses, but campaigns use dl of them to achieve the
same gods. David Himes, aformer deputy director of finance for the Nationa
Republican Congressona Committee defines three gods of fundraising. They are:

1. “Torasedl the money needed to finance the palitica plan, in atimely and cost-

effective manner.

2. “To ask more peopleto give to a campaign than have ever been asked before.

3. “Toask every donor repeatedly to give again until dl donors reach their legd or

finendid limit."*

The Internet as afundraising tool is strong in dl three areas. It dlows candidates
to receive the contributions faster than if they were made with a check. It has lower sart-
up costs and costs less per dollar raised than telemarketing, direct postal mail or event-
based fundraising. It has the potentia to snare donors who are not part of the small and
gtable fundraising network. And the cost- per-contact goes down as the number of

contacts with potentia donors goes up.



How Candidates Asked Online

In theworld of political fundraising there are two statements a candidate is most
likely to hear from a consultant. Oneis, no candidate has ever lost because he spent too
much time raising money. The other is, nobody gives money to a campaign without being
asked. However, dmost everything about online fundraisng among U.S. House
candidates in the 2000 dection cycle flew in the face of those two traditiona fundraisng
principas. Far from Doug Boxer’s prediction that every candidate would have online
fundraising in 2000, 181 — 24 percent — of the 780 U.S. House candidates provided the
sarvice. Even among the few who did have it, most did not directly ask vistorsto
contribute. It would be preposterous to think that a candidate would send a direct mail
piece that conssted of nothing more than asmdl, plain flyer with the imperetive
“Contribute!” at the top and aline for a credit card number at the bottom. Y et, that’s as
unsophigticated as the request was on amost 80 percent of the House candidates' Sites.

When considering how few candidates asked for money on their Web gites, it
must be taken into account that for most campaigns the Web site is an unnecessary
expense because they are likely to win without much effort. Many of the same candidates
who did not ask for money online— or did not even have a campaign site— most likely
aso never ran television ads or debated an opponent. According to the Center for Voting
and Democracy, 64 of the 435 House digtricts had only one mgjor-party name on the
ballot. In another 236 digtricts, there was more than a 20- percentage- point differencein
the number of votes received by the winner and loser. However, even among candidates

who did consider it necessary to put up a Web site, only about 26 percent used it to ask

for money.
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At least two candidates — Rep. J.C. Watts of Oklahoma and Rep. Tom Del_ay

of Texas— asked for money even though neither wasin a competitive race. Both
Republican leaders in the House, Watts won by 34 points and Del_ay won by 24 points.
Y et both had Web sites that were paid for by, and funneled money to, their politica
action committees.

If alack of competitiveness provides a candidate with no strategic need to ask for
money online or to even have aWeb site a dl, then candidates in a competitive race
should be more likely to employ more sophisticated campaign tactics, including online
fundraising. Of the 38 mgor party candidates in the 19 House races that Congressional
Quarterly said there was “no clear favorite,” 24 candidates — 63 percent — solicited
money online. In Missouri’s 6" District and in the race for Montana' s a-large House
sedt, neither candidate conducted online fundraising. In the 10 races in which one
candidate asked for money online and the other did not, haf of the candidates who did
not ask for money log.

Regardless of the competitiveness of the race, candidates who face tougher odds
of being dected are more likely to make the Internet an important part of their campaign.
Of the 181 House candidates who conducted online fundraising, 127 — about 70 percent —
were ether running for an open seet or were chalenging an incumbent. Open seet races
are often some of the most competitive races in the country. Even if the districts are
overwhelmingly Democratic or Republican, there is usudly atough fight for the seet
dther in the generd dection or the primary.

Challengers often have less money than their opponents. The Web offersthem a

relatively inexpengve campagn tool. With online fundraising, candidates can avoid some
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of the expengveinitid cogts associated with atraditiona direct mall or telemarketing

effort. Because there are no incremental costs associated with each additiona page view
or e-mail, the Internet allows these candidates the ability to cast awider net for money at
alower cost per solicitation.

Along with chdlengers, minor-party candidates have aso traditionaly faced a
tougher time getting el ected than members of the Democratic or Republican parties. Firdt,
in many sates they must circulate a successful petition just to get aline on the bdlot.
Even then, they do not have the advantage of tapping into a nationd politica network
that is an important part of a successful fundraisng effort. Additiondly, many of the
minor parties are focused intensely on anarrow set of issues that attract a narrow set of
supporters. Advocates of Cyber Democracy have long seen the Internet as away of
leveling the playing field for minor party candidates. Wired reporter Jon Katz and others
have noted that the early online population tended toward alibertarian ideology and that
many had no strong partisan dlegiances toward either the Democrats or Republicans. The
1998 Minnesota gubernatoria campaign of Jesse Ventura, who ran as a Reform Party
candidate, and the appedl to independents of John McCain’'s 2000 presidential campaign
furthered the notion that maverick candidates not closdly aigned with either mgor party
could use the Internet to flourish.

However, minor party candidates were no more likely than Democrats or
Republicans to conduct online fundraising. About 24 percent of Republicans and 24
percent of Democratic candidates had online fundraisng. A quarter of Reform Party

congressionda candidates (two of eight) raised money online, and 23 percent of



Libertarian candidates raised money online. Only one of the nation’s seven Green
Party congressiona candidates raised money online.

Among the few candidates who solicited campaign contributions online, most of
the appeals for money were unsophisticated, reative both to offline fundraisng methods
and to suggestions of top online fundraising consultants. Thefirgt rule of telemarketing,
direct mail, or event-based fundraisng is that nobody will give money to acampaign
unlessthey are asked. Aswe have seen, there is a difference between asking for money
online and Smply accepting donor transactions online. In 1996, Bob Dol€' s presdentid
campaign only solicited money online. The technology to accept credit card transactions
viathe Internet was gtill too new and awkward for it to be effectively used. In addition,
there were unanswered questions about the Federd Election Commission’s trestment of
donations that had come via credit card over the Internet. Vistorsto Dol€' s Ste who were
interested in contributing needed to print out a contribution form, write a check and mail
it.

The primary purpose of Dol€' s Web site was to introduce visitors to the candidate
and provide information that would convince a vistor to support Dole. It was — as many
campaign Web stes ill are — primarily an online brochure. At their most basic,
campaign Web stes are billboards dong the Information Superhighway. They provide a
lot of information, but little interactivity. They can say alot about a candidate, but can
only tel it to someone who happens to drive by. Unlike direct mail, telemarketing, or
broadcast advertising, billboards and Web sites cannot force themselvesin front of

people who would otherwise make no effort to learn about the campaign.
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Asin fundraisng, few people will come to a Web Ste unlessthey are asked.
They can be invited either by an explicit request from the campaign or attracted by alink
on another Web ste. Even a the height of campaign season, palitica terms rarely turn-up
as frequently requested words in search engines, which suggests that few people seek out
campaign Web sites on their own accord. This study is not concerned with the path that
potential donors take to the Web sites, but only with the manner in which the request for
money is made once a visitor has made a decision to seek out a candidate’ s online
address.

Once a person has made the effort to load a candidate’ s Web Stein his browser,
the campaign can assume that the person has at least some interest in the race. Not dl
vigitors can be categorized as supporters, however. The vigtor could be ajourndist
looking for a press release or amember of the opponent’ s staff looking for a quote to use
againg the candidate in an upcoming debate. Visitors could aso be devout supporters. It
could be a campaign spokesperson that wants to make sure he is on message, or a student
who islooking for information to support an argument he is having with afriend. Still
other visitors could be voterslooking for information that will help them make adecison
at the voting booth. In al cases, the campaign knows that the visitor has made an active
decison to vist the Site.

Because there is no way for a campaign to know why avigtor ison its Ste, it
must make a request for a donation at some point during the visit if the campaign hopes
to close the sdle— even if the vigt is the result of aprior e-mail, telephone, persond or
postd solicitation to donate online. John McCain's online strategist Max Fose caled the

Internet the closest thing in palitics to impulse buying, but — unlessthe firgt rule of
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fundraising does not hold true on the Internet — campaign Web sites can only capitdize

on that impulse if the point of solicitation is placed close to the point of transaction.

Of the 181 House candidates who solicited money on their Web sitesin some
manner — ether by accepting online credit card transactions or by using the Siteto
encourage visitors to send checks through the mail — most did nothing more than provide
alink to an online contribution page. That provides no more reason to donate than an
ATM at the mal provides areason to buy new shoes. Most campaigns took advantage of
the new technology that alowed them to conduct online transactions, but showed no
understanding of thefirgt rule of fundraisng — that nobody gives without being asked.
Seventy-eight percent of the Sites that conducted online fundraising provided only smple
solicitation messages that merely walked potentid donors through the mechanics of
giving. Complex solicitations, which made an argument in favor of donating or provided

some benefit to the visitor, were on only 22 percent of the Sites.
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Figure 4.2. Types of Solicitation
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Considering some of the vitriolic gppeds found in other fundraising media, it is
surprising to see how profoundly shy candidates are about asking for money on their Web
sites. Nebraska Congressman Lee Terry, a Republican who represents the state's 2™
Didtrict, provided an online contribution page on his Web ste despite his status as a safe
incumbent. He invited vigtorsto his siteto “click your way around, Sign up for updates,
help us out by volunteering, and vigit often.” Amid that whole list of waysto get involved
with the campaign, donating money was conspicuoudy absent. Many candidates did
make complex online apped s for volunteering or getting involved with the campaign in
some manner, but few included donating in their requests for action. Republican Rep.

Tom Osborne, the former Univeraty of Nebraska footbal coach, was the only House



candidate in the country who put his online fundraising page as a subsection benegth
his section soliciting help with the campaign.

Even some candidates who were associated with online fundraising success
gories or involved in Internet issues had only smple solicitations. MoveOn.org, the
online palitical action committee that was one of the early leadersin online fundraising
was the top contributor to the campaign of Adam Schiff, the Democratic chalenger to
Rep. James Rogan in California s 27" District. Boosted to victory in part by
MoveOn.org's $200,000, Schiff had only a smple solicitation on his Web ste.
Congresswoman Anna Eshoo, a Democrat who represents part of Silicon Vdley, did not
take credit card donations online. She requested that donors print out a contribution form
and mail it in with a check.

A few campaigns explained their decision not to accept online contributions.
Raph Mullinger, a Libertarian candidate in Ohio’s 4™ District, provided online
transactions but wrote on his Ste, “If you send a check, we get the full amount of the
contribution.” Roscoe Bartlett, the Republican challenger in Maryland's 6 District, cited
online transaction costs, too, in hisrequest for checks by mail. He did not accept credit
card donations, but did use a service caled Paybycheck that alowed donors to have their
donation drawn directly from their checking account for aflat fee of $1.36 per
transaction. “If your contribution will be less than $25.00, we ask that you mail a check
and not use the on line iCheck Form,” Bartlett's Site said.

Mogt stes spent significantly more space explaining FEC rules and the types of
campaign contributions that they could not accept, rather than explaining the reasons that

avigtor should give. Perhaps the most passve online solicitation came from Micheel



Bailey, the unsuccessful Republican challenger in Indianas 9" District. “ Contributions
are gppreciated,” hissite said. Similar to most of hisfellow candidates who accepted
online donations, it was asif Bailey wanted to find away of asking, without asking.

In his book Campaign Craft, Danid M. Shea outlinesfive key eements of agood
fundraising apped. They are

1. Urgency,

2. A compdling gory;

3. A persond connection with the potential donor;

4. Themention of ahot issue;

5. Anindication that the campaign is behind but catching up;

Thereisno way of achieving any of these gods with asmple solicitation. Many
of the campaign sites that did have online fundraising — and many that did not —
contained some elements of a successful fundraising apped. It is not uncommon to find
online current campaign news, persona stories about the candidate, or position
gtatements on hot button issues. But few campaigns with otherwise comprehengive sites
connected the urgency, the compelling stories or the hot button issues to their need for

money and the ability to quickly make a contribution.



Max Fose, the Web ste manager for John McCain, echoes Sheain hislist of
three keys to online fundraising. They are:

1. Integrateit into the Web Site, make it easy to find and use;
2. Giveit asense of urgency;
3. Explain areasonto give?

Following the New Hampshire primary, Fose accomplished dl three goadswith
the use of a pop-up window on McCain's site. The goa of the window was, as deputy
campaign manager Wes Gullet put it, “to be bigger and more impressive in terms of, ‘We
need you, now, to participate’ .”® Considering the frequency with which McCain's online
fundraising effort was held up by the news media as a successful example to other
campaigns, it is surprisng how few stes added a pop-up fundraisng window to their Ste.
Only 18 percent of U.S. House candidates with online fundraising had pop-up fundraising
solicitations in the morth before the generd ection.

Andy Brack, the Democratic nominee in South Carolina's 1% Congressiond
Didtrict and the editor of aleading journa of online palitics, said he was inspired by
McCain's example and added a pop-up window on his Web site. However, he questioned
whether it was annoying or effective, noting “If you don’t annoy people when you're
ralsing money, you're not going to raise any money.”

One explanation for the muted online cdls for campaign contributionsis that
candidates could not target their message to supporters. It is one thing to cal your
opponent afoe of widows and orphansin afundraising letter mailed only to supporters,
but it is consdered impolitic to be so rude in a public debate with journdists and swing

voters in the audience. However, negetive campaigning as awhole is not rare online,



Between March and August 1999, New Y ork Mayor Rudolph Giuliani raised $23,000
for his aborted Senate campaign viawww.HillaryNo.com, a Web site dedicated to harsh
ariticism of Hillary Rodham Clinton’s Senate candidacy.*

Severd studiesin the early 1990s set out to describe the reasons that people give
to political campaigns. The two primary studies that serve as the basis for thiswork are
the survey of presidentid campaign donors donein 1988 and 1992 by Clifford W. Brown
Jr., LyndaW. Powell and Clyde Wilcox, and atwo-stage survey of voluntary activity of
the American public conducted in 1989 and 1990 by Sidney Verba, Kay Lehman
Schlozman, and Henry E. Brady. Ther findings were published in the books Serious
Money and Voice and Equality, repectively.

Serious Money was the first comprehensve examination of the role of the
individua donor in financing a presidentia campaign. It focused only on people who
gave more than $200 to a presidentia campaign in 1988 or 1992, but holds lessons about
donor motivation that are gpplicable to other circumstances. The authors of the study
surveyed by mail arandom sample of presidentia donors. The sample was drawn from
the list of contributors that each presdentia campaign filed with the Federd Election
Commission. The FEC only requires campaigns to report individua donations of more
than $200, so the study was limited to these donors who gave “ serious money.”

In their sudy, the authors described the campaign fundraising process as two sets
of decisons. Based on the regulatory and political environment, campaigns determine the
dlocation of their limited resources of time and money to the solicitation strategy. Once
the campaigns make contact with the potentia contributors, they must make their own

decisions about which candidates to support and in which amounts. The potentid donors
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make their decisons based their ability and motivetion to give. The gbility to giveis
determined primarily by one€'s household income. Mativation is determined by a number
of factorsincluding the manner in which they are solicited, from whom the request
comes, to whom they are asked to give, and which persona benefits they might receive
from making a donation.

The donor motivations described in Serious Money fdl into three categories first
described by James Q. Wilson in 1973 — “adesire for policy outcomes or purposive
benefits, adesire for socid or solidary benefits, and a desire for materia benefits.” Inthe
survey of donors to the 1988 presidential campaigns, donors who said they gave money
to “influence policies of government” or “make a difference in the outcome of an
election” were said to exhibit purposive motives. Solidary motives were assigned to
donors who said they gave to achieve a“fedling of recognition” or because they “enjoy

the socia contacts.” Donors who said they were motivated by “business and employment

reasons’ or because adonation is* expected of someone in my position” were assigned to

the materia category. °

Brown, Powell and Wilcox found “a clear reationship between the motives for
participation and the methods of successful solicitation.” They found that donors who
were impersonally solicited most often expressed a purposive motivation for their
donation, followed in frequency by solidary motives and materid motives being less
likely. Among donors who were persondly solicited, materid motives were most
frequently cited, followed in decreasing frequency by solidary motives and then

purposive motives. So, amnong donors solicited personally materia motives were most
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frequent and purposive motives were least frequent. The opposite istrue for donors
solicited impersonally, who cited purposive most often and material motives least often.®

We know that the Internet provides a different method of solicitation and medium
of transaction than other fundraisng methods, so we can expect it to have a unique
relationship with the motives of online donors. For campaigns to shape their online
fundraising strategy, they must draw from the lessons learned in offline fundraising,
including these lessons about the relationship between solicitation method and donor
motivation. For example, an e-mail solicitation from afriend would most effectivey
gpped to materid motivations of a potentia donor. A donor solicitation on acampaign
Web ste that does not personalize its content for the vistor would most effectively
apped to purposive mativations. This survey focuses on the Web-based solicitation and
transaction, where we should find more purposive appeds and purposive-motivated
donors relative to the number of solidary or materid gppeds and motivations.

In terms of solicitation methods, 2000 was the Jurassic period in the evolution of
online fundraisng. Dinosaurs il ruled the earth while small but more complex
mammals were skirting around the underbrush, asign of things to come. True, the
landscape of online fundraisng in 2000 was dominated by smple solicitations, but there
areinteresting organisms further down the taxonomy. Within the phylum of complex
solicitations, it isimportant to consder the impact of purposive, solidary, and materid

appedls.
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Figure 4.3. Complex Solicitations, by Type
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(Note: Four sites had more than one complex solicitation type.)

Although John McCain received more atention for his online fundraisng effort
than any other candidate in 2000, it was one of McCain’s fellow Arizona Republicans
that had perhaps the most complete online fundraising effort of the cycle. Vistorsto Rep.
JD. Hayworth’s site were greeted with a pop-up window asking them to “please help
keep this award-winning Site up and running by making a contribution right now for
$1,000, $500, $250, $100 or whatever you can afford....” The pleamet Fose' s three
guiddines. It was well-integrated with the Site, expressed urgency and articulated a
reason to give.

Hayworth was the only U.S. House candidate to make purposive, solidary and
materia appeals. On the transaction page, potentia donors were asked “To help JD.
fight the Clinton- Gore machine, the Washington |abor bosses, and their liberd dlies’ —a

purposive apped. Hayworth's homepage included the personal message that he “would
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be honored, and forever grateful, if you would congder joining our teeam” — asolidary

appedl. Shoppers at Hayworth’s online store could buy a pair of Hayworth coasters for
$15 or a Team Hayworth lapd pin — “agreat addition to any suit.” While online shopping
does not invoke a sense of professond obligation, it isamaterid appea because it
provides the donor with a direct benefit as other materia appeds do.

Of the 36 Stesthat did make a complex solicitation, only four had more than one
solicitetion type. As one might expect of impersona Web sites, purposive appeds were
most likely and materid gppeds were least likely. Twenty-seven Sites made purposive
appeds, nine made solidary appedls, and four Sites gppeded to potential donors materia
motivations. Without tracking down the strategist behind each congressonad campaign
gte, it isdifficult to determine with certainty the reasons that each type of apped was
made. We can conjure, however, that the experience of offline campaign fundraising
influenced the strategy of online campaign fundraising. Donors who give viaimpersond
contact with a campaign are most likely to cite purposive motivations. The Web isan
impersond medium. Therefore, it isrationa for campaignsto focus their gpped to

potentiad donors purposive motivations.

Purposive Appeals

Although campaign contributions are away in which people can get involved in
the political process, not al donations are made because the donor wants to be involved.
Donors who cite solidary or material motivations asthelr primary reasons for making
campaign contributions receive direct persond psychologica or materid benefit

regardless of who winsthe race. Donors who have purposive motivations receive only



indirect persond benefits. They do not give because they want to fee good about
participating in American civic traditions, but because they want to influence public

policy or influence the outcome of the race. They receive benefit only if their desired
outcome occurs. Purposive solicitations are those that apped to a potentia donor’s desire
to “influence policies of government” or “make a difference in the outcome of an

election.”

In July 1999, John McCain launched a Site that was a pure purposive apped for
money. Itsyourcountry.com urged visitors to “stop the specia interests' control of
Washington” by donating money. However, the Site did not explicitly say that donations
would go to McCain. It was stripped of al but the smalest referenceto McCain's
presidentia bid or the Republican Party. Although the Site stirred controversy with some
who thought McCain might be trying to hide the find degtination of the donations, the
lack of information was essentialy a bet that online donors would be more likely to give
to a cause than to a person. It was unlikely that donors would be motivated by solidary
desires, because it was difficult to tell which group they might bejoining. It was equaly
unlikely thet they would give for materid reasons, because it was difficult to tell from
whom they would be able to collect their benefits.

The most successful purposive online fundraising apped was MoveOn.org. The
ste was launched soldy to influence the outcome of a public debate, and sustained
through the 2000 elections entirely to influence the outcome of those eections. Although
the Ste has developed a sense of community as its leaders seek direction for the PAC
from its donors, the community was origindly a collection of unaffiliated donors each

acting independently. MoveOn.org did not entice large donors with promises of



52
recognition, personal benefit or access to decison makers. Mogt of its donors received

no benefit unless their candidates won — as did 13 out of the 30 candidates that

MoveOn.org supported.

Solidary Appeals

In the anonymous and impersona atmosphere of the Web — where nobody knows
you're adog, asthe old New Yorker cartoon punchline goes— it is difficult to meke a
solidary gppedl, one that taps into a potentia donor’s desire to achieve a“feding of
recognition” or their enjoyment of “socia contacts.” Candidates could list on their Web
Site the names of top contributors, but that would most likely open them to criticiam from
their opponents. George W. Bush listed the names of al contributors on his Site, but made
no specid effort to give recognition to top donors. Even if the solicitation were made
online, the fulfillment of asolidary gpped would most likely have to be meade offline —
with a plague to hang in a donor’ s office or aticket to a gathering of like-minded donors.

Two presidentia candidates offered online donors exclusive access to online
events for contributions far less money it would have taken to attend the eventsin person.
Republican candidate Steve Forbes was the first candidate to offer this unique online
accessin July 1999 when he took 20 minutes out of a $1,000-a-plate dinner at New
Y ork’s Wadorf- Astoria Hotdl to have an online chat with about 400 donors who gave
only $10. In February 2000, shortly after his online fundraising bonanza following the
New Hampshire primary, McCain raised $50,000 through asimilar online event.” During

afundraisng event a a Washington, D.C., hotel, McCain conducted a Web-based video



discussion with donors who had contributed more than $100. During the chat, he
answered questions that some of the donors had sent via e-méil.2

Perhaps the most unorthodox solidary apped was made by Rep. Jay Indee, a
Democrat who represents Washington’s 1% District. Many campaigns had e-mll
newd etters to which Web ste visitors could subscribe. Some later used the subscription
list to solicit money and support. However, Indee put atwist on that formulawhen he
required vistors to contribute to his campaign before they could subscribe to his e-mal
newdletter.® By doing so, he essentially crested a self-selected group of donors that would
share exclusve information from the campaign.

Rep. Lynn Rivers, a Democrat who represents Michigan's 13" District, featured a
prominent link on her transaction page that invited donors to become a“Rivers Regular.”
A “Rivers Regula” was a donor that authorized the campaign to make a standard credit
card charge againgt the donor’ s account every month. While donors could give aregular
one-time credit card contribution online, they could not become a“Rivers Regular”
unlessthey called the campaign headquarters. For adonor that is enticed by becoming a
member of an exclusive group of donors, contact with alive person a campaign
headquartersis probably more dluring than sitting one at the keyboard and typing in

the credit card number.
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Materid Appeds

Perhaps the most creetive online fundraising efforts came from campaigns that
solicited donors with materia appedls. In the offline world, materia appedls are those
that invoke a sense of professona obligation. Online it is an goped that promises a donor
adirect and specific benefit as result of the donation. Materia solicitations on the Webin
2000 fdl into two categories: merchandizing and sponsorship.

Perhaps the broadest materia fundraising apped was launched by the Cdifornia
Republican Party in August 2000. Teaming up with the online mall Ebates.com, the Sate
GOP built Republicanshopping.com — a collection of linksto 400 online retalers. In
exchange for receiving free promation of the Site among the state's Republican faithful,
the stores pass along a rebate between 2 percent and 40 percent of every purchase to the
Party. Ebates benefits from the increased traffic generated by the dedl. That increasein
traffic alowsit to go out and solicit more online stores to add to its mll.1° The appedl to
donorsisthat they get ashirt, or golf clubs or shoesin direct exchange for their money.

Al Gore used his campaign site to sl tickets to afundraisng event in Nashville
during his presidential campaign. Of the 1,000 people who attended the party at the
Wildhorse Sdoon in December 1999, nearly 250 made their requisite donation on the
Web and were given an online ticket that they could print off and present at the door for
admission.! This type of merchandizing is dso asolidary appeal because it provides
donors with offline socid interaction.

Some candidates have even tried online gambling to raise money. Although not
every donor wins the prize, they do receive materid benefits in the form of achanceto

win. Michad Curtiss, one of three candidates competing in the Republican congressiona
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primary in lllinois's 178" District, raised about $50,000 by raffling guns on the Internet

—induding a.50 caiber Armalite AR-50 rifle. At least 1,000 people bought $20 tickets
for thet item aone!?

Sponsorship gpped s to donors who want to buy the ability to partidly determine
campaign drategy. No House candidate offered sponsorship opportunities online during
2000, but 2002 could see some candidates follow the lead of presidential candidate Steve
Forbes, who used his Web site to screen campaign television ads and then provide
vigtors with the ability to vote with their walets on how the campaigns should use the
ads.

In November 1999, Forbes offered his e-mall list subscribers the ability to
sponsor one of his three new televison commercias. The cost: anywhere from $10 to
$1,000. Potentia contributors could wetch the ads online and then select the programs
during which they thought the ads should run. One thousand dollars got them a vote for
Crossfire or Larry King Live For $500, adonor could choose MSNBC' s News with Brian
Williams A $250 donation got News 9 at 6 in Manchester, N.H. Seventy-five dollars $75
got them Wheel of Fortune in Des Moines*

In each of these cases, the donor buysinput into the campaign rather than just
giving the campaign unrestricted funds. If gponsorship opportunities were merdly a
purposive apped, the campaign would ask donors to give money so that the candidate
and his advisers could have more options when considering how to use the ads, rather
than asking donors to give money in exchange for essentidly becoming avirtua

campaign adviser.



How Donor s Responded

Even though perhaps a quarter of Americansin every dection cycle are asked to
give money to apolitical cause, few actualy do.** In 2000, about 10 percent of
Americans gave money to a political campaign or party. A third of Americans used the
Internet in 2000 to get news or information about politics, but only 5 percent of those
gave money to a candidate for political office.™ So, somewhere between 1 percent and 2
percent of al Americans made an online politica contribution in 2000.

Donors who respond to purposive gppedls are unique. Unlike donors who respond
to solidary or materid solicitations, purposive donors do not receive a direct and specific
benefit from their donations. Their donations accomplish their gods only if the policy
debate or the dection turns out the way they want, an event that depends on the actions of
others. For these reasons, we can say that donors who cite purposive reasons for giving
are more dtruistic than solidary or material donors.

Mogt candidates who conduct online fundraising choose to make purposive
gppeals and choose not to make solidary or materid appedls. A very few candidates made
the choice to use severa types of complex solicitation, usually combining a purposive
gpped with ether asolidary or materia apped. This decison by candidates to focus their
online fundraigng drategies on asingle type of apped indicates that they beieve online
audiences are most likely to respond to purposive gppedls and less likely to respond to
solidary or materia appeals. Based on the popular perception of the characteristics of the
online audience and an understanding of the strengths and weskness of the impersona

nature of the Web, this is a reasonable campaign strategy to pursue.
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Online donors overwhelmingly cited purposive mativations when asked to

select the most important reason that they personaly made a political donation. Ninety-
one percent of the survey respondents said that the primary reason they donated was
@ther to influence the dection or influence government policies. Smilar to the
presidentia donors who were solicited impersondly, donors who gave money online
during the 2000 dection dso were least likely to cite material motivations. Only four of
the 1,894 respondents said they contributed primarily because it was expected of them or
for business or employment reasons. About 8 percent of online donors cited solidary
motivations. Of those 8 percent, most of the donors said a sense of community
responsibility was the primary reason they contributed money to a politica candidate.
Lessthan 1 percent of donors said they gave primarily because they were friends of the
candidate. The only reason that none of the donors said was their most important reason
for making a political donation was the desire for socid contacts.

Because of both the nature of the medium and the manner inwhich it is used by
campaigns, the Web — in addition to being impersona — is essentiadly a passive medium
for collecting contributions. The Web provides more opportunity for donor-initiated
transactions than offline fundraising methods. Most candidates who conducted online
fundraising aso broke the number one rule of donor solicitation — nobody gives unless

they are asked. Few candidates made active requests for money on their Web sites.
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Figure 4.4. Motivations of Online Donors
(Which of the following is the most important reason for you personally to
make a political donation?) N=1,894
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Table 4.1. Responses, by Motivation Category
Purposive Solidary Material

Influence | Influence | Friend of [ Social | Feeling of | Community | Expected| Business or | Other N
policies | election | candidate [ contacts [ recognition| obligation of me | employment
reasons
PAC
Donors 628 998 7 0 1 114 1 2| 20|1,771
Candidate
Donors 36 59 10 0 1 15 0 1 1 123
Response
Total 664| 1,057 17 0 2 129 1 3 21
Category
Total 1,721 148 4| 21/1,894




But if candidates broke the number one rule of fundraisng by not asking for
money online, then so did many of the donors. Almost haf said they made their first
online palitical contribution without being solicited. In fact, the most common manner in
which online donors said they were “ solicited” was not a solicitation at dl. Contrary to all
previous experiences with traditiona fundraising, 38 percent of online donors said they
gave online for the firgt time after finding the opportunity on their own.

It isimportant to note that the question specificaly referenced the first time that a
donor gave money online. Some online donors could have previoudy given offline and
been solicited in a different manner for that donation. Also, once a person joins the pool
of donorswith their first political contribution, it becomesincreasngly likely that the
donor will be solicited to give again. The second and subsequent times that a donor gives
onling, it becomes increasingly likely that he will be solicited — either personaly or
impersondly — and less likely that he would find the opportunity on her own.

Among donors who were actively solicited — as opposed to those who either
found the opportunity on their own or heard about the opportunity in anews media
account — most of the solicitations came from somebody that the donor did not personaly
know. Although thereis no way of determining the number of Americans that were
solicited online and did not give, it islikely that the ratio of people who received an
impersond solicitation to those who recelved a persond solicitation is even greater than
the ratio of online donors who assented to either type of solicitation. Prior studies of
traditional donors have found that people are more likely to contribute if the request
comes from somebody they know. Of people who were asked to donate money to a

political cause in 1988, 46 percent of the requests from a personally known source
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received assent. Only 8 percent of the requests for money from strangers were

successful . ©
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Figure 4.5. How Donors Were Solicited
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(Thinking back to the first time you made a political donation online, how was that contribution
solicited?) N=1,806
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V. A Digitd Donor Divide

At the heart of the debate over the Internet’ s rolein American politicsis the
question about whether the Internet will provide new opportunities for politica
involvement to people who have traditiondly been disenfranchised, or whether it will
merely expand the level to which previoudy engaged Americans can participate in the
process. Studies of the Digital Divide conducted by the U.S. Commerce Department and
others have found that the types of Americans who lacked Internet access and technical
literacy were likely to be the same groups who had been left out of much of the politica
process. Racid and ethnic minorities, rurd resdents, women, inner-city youth and the
poorly educated al lag behind the generd public in the rate a which they are online.
Previous studies of donors have aso found differences between the demographic
characterigtics of donors and those who do not contribute to political causes. The fault
lines of this Donor Divide follow the lines of the Digitd Divide, with family income
being the primary indicator of whether someone contributes to politica campaigns.

It isimportant to take alook not only at the interaction between campaigns and
donors, but dso at the types of Americans who are participating in the campaign
fundraising exchange. Political donations are aform of political expresson and
participation by which we can measure how evenly American democracy is distributed.

As Sidney Verba, Kay Lehman Schlozman and Henry E. Brady noted in Voice and



Equality, thelr sudy of civic volunteerism in American palitics, campaign
contributions are a unique form of politica participation. They outline four characterigtics
of donations that make them unique:
1. Dondtions are “the single form of participation for which the volume of input
varies most subgtantialy among activids,”
2. Donations are “unusud in the configuration of participatory factors that

predict it;”

3. “Compared with requests for any other kind of activity, requests for donations

are more common; they are more likely to come from strangers; and they are
lesslikely to be met with assent;” and

4. Donors“arelesslikdy than those who engage in other forms of participation

to think that their activity made much difference”
For these reasons, they called monetary donations “the junk food of participation, a
reaively easy form of involvement that provides a certain number of empty participatory
calories but relatively little in the way of lasting nutrition.”

Much of the debate over campaign finance reform lays bare perhaps the biggest
contradiction in American democratic values. It is essentialy a debate about whether
equdity or freedom is more important to the politica system. Despite federd regulations
to the contrary, politica giving is one of the least restricted ways in which someone can
get involved in American palitics. Unlike votes that can only be cast for alimited number
of candidates in the donor’ s didtrict, donations can be given to support any candidate in
the country. Unlike volunteer hours, money can go to support any range of political

activities that the donor may be unqualified to perform. On the other hand, the ability for
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Americansto participate in politica giving is perhaps more unequa than any other
form of political participation. All Americans are afforded one, and only one, vote. Not
al Americans have the same persond financid Stuation that affords them the
opportunity to give money to a candidate. Although Congress hastried to level the
playing field with limits on donations, most Americans have persond financid limits far
below the federd cailings.

If the ability to participate in campaign financing is unequa among Americans,
then it must be unequa in someone s favor and to someone ese's detriment. As we have
seen, the group of Americans who giveto campaignsisasmdl, stable, homogenous pooal.
About 10 percent of Americans give money to apalitical campaign in any dection cycle.
Most donors in each cycle have given before and are likely to give again. Most are white,
well-educated, wealthy, older men. Online fundraising provides the potentia to attract
new members to the donor pool by providing anew solicitation medium and by giving
potential donors increased ability to join without being asked. It also providesthe
potentid to diversify the pool with donors who did not previoudy participate because
they were not part of the socioeconomic network of candidates, solicitors and donors.

Most political observers would consider positive ether or both of the Internet’s
potentials to increase the pool of donors or make it more diverse. Candidates would like
to see new sources of campaign money. Advocates of Cyber Democracy would like to
see achange in the power structure that would result from a diversification of the donor
pool. Americans concerned with the Digital Divide would like to see increased equdity
in access to the tools of political and financid success. Most congressiona donors believe

that candidates spend too much money and rely too heavily on large “ soft money”
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donations and political action committees They would like to see campaigns financed
by a broader group of smal donors.
While the Internet in 2000 did draw some new donors to the existing pool, they

ovewhdmingly looked similar to the old donors.

A Deeper Donor Pool ...

Anecdota reports in the news media during the 2000 dection cycle pointed to
online fundraising as away in which candidates could tap new pools of donors. Primarily
citing data provided by John McCan's presdentia campaign staff, storiesindicated that
as many as athird of online donors in 2000 had never before given to a political cause.
However, it’simportant to note that McCain’'s campaign drew many newcomersto al
forms of politicd participation. Seventy percent of al McCain donors — online and off —
were making a political contribution for the first or second time ever.®

A look at online donorsto campaigns a al levelsreveds that 24 percent had
never before given to a political cause. Compare that to the 13 percent to 17 percent of
big-money presidential donors in each eection cycle who are firg-time donors. An
additiond 11 percent said they had only made one donation prior to the 2000 dections.
Consdering the stability of the donor pool prior to 2000, it is not surprising, however, to
see Sgns of gability even among online donors. More than hdf of al online donors— 65
percent — said they had made more than one political contribution prior to the 2000
eection cycle. Almogt as many online donors contributed “in most eections’ as did the

number of online donors who said they were firg-time givers.
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Figure 5.1. Prior Giving Among Online Donors

O Never O Most elections
24% 24%

O One election
11%

Some elections
41%

(Prior to the 2000 elections, how often did you donate to a political action committee, candidate or
party?) N=1,906

The higher than usua percentage of first-time donors may be attributed as much
to online fundraisers  efforts to attract new donors as to the innate qualities of the
Internet. Severd political fundraisers and vendors said they were making a conscious
decision to drive new donors to the Web. Many other new donors may have gone online
asaresult of news media coverage about Internet fundraising.*

It will be important to track these firgt-time donors in 2002 and 2004 to see how
campaigns treat them and whether they remain in the pool. Brown, Powell and Wilcox
found that newly mobilized donors are the least likely to remain in the donor pool during
the next cycle. They dso found that first time donors are often brought into the process
through their attraction to heavily ideologica candidates who may not run again in the
next election. It is dso possble that the New Economy motivated people to make online
politica contributions just asit motivated people to trade stocks online. An economic

downturn could take away from some online donors the financia ability to continue

gving.



However, on average, new members to the donor pool will remain members for
an average of two to three years. Ma Warwick & Associates, a direct mail fundraising
consulting firm, estimates thet “during that time, these donors will make three or four
additiond contributions, and their average gifts will be 1%2to 2 timesthe size of thar
initid gifts”

Although there is some evidence to suggest that politica donors are dso likely to
be involved in other forms of civic engagement, donors who firgt givein response to an
impersond solicitation — such as those commonly cited by online donors— are not likely
to be invited by campagnsin the future to participate in the political processin other

ways.” If adonor is nothing more than aname on alis, that isdl heislikely to remain.

...But Not Wider

Following a speech to conservative activists in July 1999, Republican presidentia
candidate Dan Quayle urged supporters to go to his campaign Web site and make a
contribution. “I’m not going to have alot of the fat cats and the big wallets out there
supporting us,” he said. “But | want people out there that are lisening to thisto tunein to
that Web site, Quayle.org, [click on the] credit card and join the 21 Century Club. That's
only $21. Just give us $21, and you will be put on afancy mailing ligt, you will be
supporting us and we will be on our way to victory.”® Quayl€e' s appeal was meant to
indicate thet he was a different type of candidate than one who would take money from
“gpecid interests’ — agroup that has only avague definition in the American politica

lexicon, but one many people understands to be made up of a group of dlites.
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Despite Quayle’s plea, and with afew exceptions, online fundraising did not
facilitate a more diverse donor pool. Rather, online fundraising seems to have taken the
Donor Divide and the Digitd Divide and fused it into one wider chasm between
traditiond privileged and traditiondly disenfranchised demographic groups. The Digitd
Donor Divide is wider than ether the Digitd Divide or the Donor Divide done.

The U.S. voting age population is the base againgt which we measure the Digital
Donor Divide. To ensure that we are comparing smilarly sampled groups, dl of our data
about the voting age population, Internet users, and political donors comes from the 2000
Nationd Election Study. Data about online politica donors comes from our survey of
that group.

In our examination of the demographic differences between these groups, we
considered gender, educationa attainment, income, race and age. These are the
demographic categories in which previous studies have found a difference between the
generd population and ether Internet users or political donors. To measure the
differences between the voting age population, Internet users, political donors and online
political donors, we examined the differences between the percentage of each sample that
was made up of the “dlite” group in each demographic category. These groups — men,
college graduates, the wedlthy, whites, and older adults — have historicaly had greater
access to the politica system and economic marketplace. Most of the demographic
groups are sdf-explanatory, but afew require elaboration. College graduates are
considered to be anyone who has received a bachelor’ s degree or other advanced degree.
The wedthy are consdered to be Americans who are in families that have an annud

yearly income of above $50,000 — 116 percent of the U.S. 1999 median household
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income, expressed in 2001 dollars. Thisincome group constitutes the upper 20 percent
of the voting age population. To examine age, we consdered the average age of each
group. We assume that the socid contacts and life experiences that give someone an

advantage in the politica and economic arenas increase with age.
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Before discussing the demographic characterigtics of online donors, it isimportant

to understand the differences between the voting age population and Internet users and
political donorsin generd. The voting age population is 43 percent mae, 31 percent
college graduates, 20 percent wedlthy, 78 percent white and has an average age of 47
years. In dl of those categories but age, Internet users are more likely to be dites. The
most dramétic differences are in the income and education categories. The portion of
Internet users who are college graduates and the portion that are wedlthy is 40 percent

higher than that of the voting age population.

Table 5.1. Elite Demographic Groups

Voting Age Internet All Political| Online

Population Users Donors| Donors

Male 43% 46% 58% 49%

College graduate 31% 43% 54% 82%

Annual family income > $50,000 20% 28% 43% 79%
White 78% 83% 85% 95%

Average age 47 43 53 53

(Source: 2000 National Election Study and survey of online

donors)

In every demographic category, political donors are even more likely to be
members of the dite group than are Internet users. Once again, income isthe category in

which we see the greatest percentage increase. The portion of political donors that are




wedlthy is 53 percent greater than that of Internet users, and 115 percent grester than
the portion of the voting age population that is wedthy.

Rather than increase the diversity among the pool of donors, online fundraisng
has the effect of increasing the concentration of dite demographic groups in the donor
pool. Internet users are more likely to be privileged than the voting age population,
donors are more likdly to be privileged than Internet users and online donors are even
more likely to be white, weathy and college-educated. The average age of online donors
isthe same asthat of dl donors, but is il higher than ether the population of Internet
users or the voting age population. Online donors are dso more likely to be women than
are dl donors, but men are ill adightly higher percentage of the group than they
represent among ether Internet users or the voting age population.

Education and income gtick out as the two demographic factors that are most
different between online and dl donors. Online donors are 83 percent more likely than all
donors to have annua family incomes greater than $50,000. They are 52 percent more
likely to have a college degree. These two demographic factors are closely associated
with one another, o it is not surprising to see both increase together. It isin these two
demographic categories that online donors differ most from the voting age population,
with college graduates being more than twice as prevaent among online donors and
wesdlthy Americans being nearly four times as prevaent.

Age and gender are the two categories of online donors that do not increase over
al donorsin their portion of dites. Online donors are less likely to be male than are
donors over al, but they are more likely to be male than are dl Internet users. The

manner in which different genders are solicited for online donations does not account for
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this greater ingtance of women among online donors. Both women and men who give

online are about equally aslikdly to be firg-time donors or to have found the opportunity

to contribute without being solicited.

Figure 5.2 Rate of Increase in Elite Groups
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(Source: 2000 National Election Study and survey of online donors)

The one demographic group through which the Digitd Divide and the Donor
Divide cut differently is age. Even without counting Internet users who are below the
minimum vating age of 18 years, the online audience is younger than the voting age
population as awhole. However, politica donors are older than the voting age
population. Online donors have the same average age as donors as awhole, but are 23
percent older than Internet users asawhole.

Aswe see with age characterigtics, when the two Divides cut in different

directions, it gppears asif the Donor Divide is the stronger factor in determining the



direction of the Digitd Donor Divide. Thisintroduces the question of whether the
demographic makeup of online donors would change if the demographics of Internet
users or political donors were to change. When we think about online donors, should we
consder them to be Internet users who make politica donations or political donors who
use the Internet? Which characteridtic is primary?

It is easy to see that online donors are more Smilar to donors than they are to
Internet usersin every demographic category except age. Thisindicatesthat it would be
more likely for a previous donor to give money viathe Internet than it would be for
someone who used the Internet to donate. For example, for an Internet user to be an
online donor, the likelihood that he had a college degree increases 90 percent. For a
donor to be an online donor, the odds of him having a college degree would incresse only
52 percent.

Rdaive to the voting age population, it is dso more likely for a donor to have
Internet accessthan it isfor an Internet user to have made a politica contribution — online
or offline. Donors are 41 percent more likely than the genera voting age population to
have Internet access, while Internet users are only 10 percent more likely than the generd
voting age population to have made a politica donation. Only 7 percent of Internet users
cited online fundraising as a feature they would like to see on a candidate’ s Web site.”
Online donations should be thought of as different way that donors make political
contributions, not as a different way of using the Internet.

Perhaps the clearest indication that online donors are more Smilar to al donors
than they areto al Internet usersisthat 76 percent of dl online donors said that they had

previoudy given to apolitica cause. The Internet for these donorsis but another method
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they can useto give. The Internet makesit easier to make an “impulse purchase,” as

John McCain adviser Max Fose refers to online donations, but it does not build a mini-
mart in new neighborhoods. For candidates trying to determine whether someoneis likely
to give online, it would be more important for them to know whether the personisa
previous donor than whether the person has Internet access.

The Democratic Senatorial Campaign Committee’ s fundraising strategy took into
account the likelihood that online donors were merely donors who would give anyway.
DSCC spokesman David DiMartino saw the Internet was an inefficient way to collect
inevitable donations. “ Since most Internet donations are smal, after paying a processng
fee, and the time wasted, it would be much better for someone like [Michigan Senator]

Debbie Stabenow to get the $20 directly from the contributor,” he said.®

Donation Amounts

Few durable goods can be found at the grocery checkout stand amid the packs of
chewing gum and magazines. Merchandizers market more expensive items differently
than inexpengve ones. They know that consumers are more likely to spend more time
mulling over the purchase of awashing machine than a bregth freshener. Many retallers
use the Web to allow consumers to compare the details of big-ticket items such as cars
and computers. Marketers of impulse goods rely more on emotional appedls.

Whether online donations are the palitical equivaent of “impulse purchases’ or
“junk food,” most of the strategic discussion about how to solicit funds online assumes
that it is not adecison over which potentia donors will agonize at length. Although the

Web is an informationrich environment that could help steer donors to a comfortable
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big-ticket donation, most strategists are going for volume. “When you' re seven inches

away from dl the information you need about a cause, it is an emotiona decision to make
acontribution. It's not an economic decision, it'simpulse,” said Trey Richardson, CEO
of E-contributor, acompany that provides campaign fundraising software.®

Online fundraisers throughout the 2000 dection cycle could not cometo a
consensus about whether online donations were larger or smaller than offline donations.
Experts cited average transaction amounts between $37 and $100, with most estimatesin
the $50 range. Our survey of 2,452 online donors indicated that the average donor
through the course of the campaign gave about $222 viathe Internet. In a survey of 1988
donors, the average sdlf-reported annua donor total was $247, or about $367 in 2001
inflation-adjusted dollars. Previous studies indicate that the average contributor makes
between two and four donations per campaign.*° If that holds true for online donors, the

average per transaction was about $75.
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V1. Conclusion

Although online fundraising brought changes to campaign drategy and politica
participation during the 2000 dection cycle, it clearly has not yet redized its potentid. In
2000, merely providing the ease of online transactions was not enough to mount a
successful fundraising campaign. “ Some people made money, some didn't.... Those that
redly worked their Web gtes, made it an integra part of thelr fundraisng efforts, those
campaigns made money,” online fundraising strategist Rebecca Donatdlli told
MSNBC.com at the end of the campaign.* MoveOn.org conducted one of the most
successful online fundraising efforts during the last campaign cycle, raisng more than $2
million from 2,000 contributors. However, more than 25,000 originaly pledged $13
million to the cause. E-contributor’s Trey Richardson expects that in 2004, $170 million
— 12 percent of dl projected political donations— will be contributed online. By that time,
the Republican National Committee expects to generate online at least 25 percent of its
sub-$100 donations.

The Internet is rgpidly changing al facets of American life, including palitics. In
the last four years, the Internet has grown from a domain of the technological diteto a
medium used by most Americans. Its market penetration has grown faster than that of

any other medium. Its potentia to radicaly dter the dynamics of political participation is
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perhaps stronger than the advent of any previous medium. Campaign contributions, as
amethod of political participation, is but one aspect of American democracy on which
the Internet is having an effect.

Just as not every group of Americans has historically had equal accessto the
political process, not every group of Americans has equal access to the politica potentia
of the Internet. If the Internet has provided Americans with new access to the ingtitutions
of democracy, it has primarily provided it to the groups of Americans who have aways
had access — gpecdificaly white, well-educated, wedthy, older men.

The ahility to acquire the political resources necessary to run a successful
campaign is the determining factor for many who want to run for office. With the costs of
running a successful campaign rising rapidly over the last decade, candidates and
politica parties are congtantly looking for untapped pools of donors and for new ways of
extracting more money from previous donors. The manner in which U.S. House
campaigns sought money online in 2000 was not sophigticated. Most candidates passively
accepted contributions that happened to come their way. They did not use their Web ste
asasolicitation tool that could quickly and easily push potentia donors to make true
“impulse purchases.” Of the candidates who did ask for money online, most appealed to
the purposive motivations of donors who wanted to influence the outcome of either a
public policy debate or amply the campaign itsdf.

The pool of campaign contributors has been a smal, stable and homogenous
group of Americans. While online fundraising in 2000 did make the pool dightly less
stable by adding new donors, it did not make it more representative of the voting age

populétion. In fact, online donors are more likely to be members of a historicaly
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privileged demographic group than either people who just use the Internet or people
who just donate to politica campaigns. Online fundraising seems to have fused the
Digital Divide with the Donor Divide to creste a greater chasm between digita donors
and the rest of Americans.

Asde from being more likely than al donorsto be rich, white and college-
educated, online donors are different from political donorsin general. They are more
likely to have given to a campaign without being asked, more likely to be motivated by
dtruidtic gods than persond gratification, and more likely to give dightly less money to

al political causes over the course of an eection cycle.

However, just because these were the characteristics of online fundraising in 2000

—thefirst presdentid dection year in which online credit card transactions were wide-
spread — does not mean that they are inevitable characterigtics that will dways be part of
online palitical fundraising. This sudy merely establishes the first point in what must be
alengthy measurement of the behaviors of online campaigns and online donors.

If the rules of the New Palitica Economy hold, then online fundraisng will
change American palitics. It will change the manner in which campaigns seek money, it
will change the pool of Americans who finance the political system, it will change the
manner in which journdigts cover politics and it will change the manner in which
campaign finance reformers propose to improve the system. However, thereis no
guarantee that these new “rules’ will hold. With the recent downturn of the stock market
the rules of the New Economy now seem lesslikdly to berules a al and more likely to
be aberrations. Similarly, the campaigns of 2002 or 2004 could prove the New Political

Economy Rulesto be aberrations.
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What It Meansfor Campaigns

Campaigns strategists would like to use the Internet to help them accomplish the
three gods of fundraising: to rase dl the money they need in atimely and cos-effective
manner, to atract new donors, and to solicit every donor repeatedly until al donors have
reeched their financid or legd limit.

The economics that cause online solicitation to be cheaper per contact asthe
number of contacts increase will not change. However, other factors could cause the
Internet to cease being “the cheapest fund-raiser known to man,” as Elizabeth Dol€'s
campaign spokesman caled it. Vendors seeking increased profits could decide that they
should raise the percentage of each donation that they siphon off in transaction codts.
Some campaigns are aready encouraging small donors not to give online, but to mail in
their checks so they will not be subject to a vendor’ s transaction fees. It is possible that
campaigns will begin to put the emphasis of their online fundraising efforts not in
atractive new donors, but as a convenience for the campaign and for their larger donors.
In 2000, 76 percent of online donors had given to acampaign before and would likely
have given without the convenience of the Internet. Thereis no reason a campaign should
incur online transaction cogts for smal donations that they would have received anyway.

When it comes to attracting new donors, the Internet appears to be one of the most
cost-effective ways of doing s0. There are indications that the Internet attracts a higher
percentage of new donors than are normaly attracted in a campaign year. Compare the
24 percent of online donors who were giving for the first time to the 13 percent to 17

percent of al donorswho are firg-time donors to presidential candidates during an



eection cycle. Although online fundraising does not attract a more representetive pool
of donors, it does do an above-average job attracting new donors.

Aside from the support that campaign donations can indicate for a candidate,
thereis no reason that a campaign fundraiser would care about the demographic makeup
of hisdonors. However, there is one key exception. Because repeat solicitation over the
yearsiskey to the caculus of fundraising, it would be preferable for campaignsto have a
loyd pool of younger donors who have alonger lifetime over which they will likely
continue to give. The average age of dl donors— and online donors—is 53 years. The
average age of the voting age Internet population is 43 years. If donors conservatively
average $200 in politica contributions a year, Someone who starts giving a 43 will give
$2,000 more over hislifetime then if he started giving & 53. It is possble, though not
necessaily likely, that as Americans begin using the Internet at a younger age, Internet
users will embrace online fundraising a a younger age. It would be beneficia for
campagns to encourage them to do so.

This study examined how campaigns solicited money and the reasons that donors
gave money. However, it was not able to tie specific donor responses to specific appedls.
As online solicitation becomes more sophigticated it will be important to measure the
relationship between specific apped's and specific responses.

It is clear that Web-based solicitation till has not developed to the same leve of
sophidtication found in offline solicitation. Offline experience suggests that purposive
solicitations will predominate on impersond candidate Web sites. However, with recent
advancementsin the science of tracking online visitors, campaigns could begin

persondlizing their Web solicitations. For example, if a candidate shows interestina
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specific issue area of the Web ste, afundraising apped could target that vistor's

interest. Personaized appeals do not have to be purposive, however. If avisitor
demondtrated an interest in the candidate’ s family, a solicitation could ask the visitor to
join the candidate and his family at a picnic. Candidates armed with the right databases
could even make effective materia gppedls online. Perhaps a campaign would one day
have technology that will dlow it to identify avigtor to its Ste asa physcian, lawvyer,
redltor, teacher, lobbyist or member of another highly regulated profession. The candidate
could then demondtrate his support — and potential support — of that indudtry in his
fundraising apped.

This sudy dso did not examine online advertisng or e-mail campaigns, both of
which will likely be key to any donor solicitation. Republican Nationa Committee
Chairman Jm Nicholson called building a database of supporters e-mail addresses his
organization's “job one” during the 2000 election cycle? Through banner ads and e-ml
solicitation, campaigns could be more active about specificaly asking people to
contribute — no longer violating the number one rule of fundraising. It could become
increasingly candidate-driven, and less donor-driven. This could make online fundraising
more effective for campaigns, but it could dso reinforce the exclusivity of the donor
pool.

While 24 percent of online donors were new to the donor pool, newly mohilized
donors have been the donors least likely to remain part of the pool during the next
election cycdle. 1t will be important for campaigns to ask them to give again if they want
the donors to get in the habit of giving. It is hard to imagine that anyone who gave an e-

mail address to any political campaign or group for any reason during 2000 will not be
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asked to give money in 2002 or 2004. However, there may be indications even before

then about the manner in which new donors are solicited as advocacy organizations
continue their online fundraising efforts, even in the off-years.

It will also be important to examine whether new donors who gave for the first
time online will be more or lesslikely than other donorsto participate in other politica
activities. Nearly eighty percent of big-money presidential donors have on occasion tried
to influence an act of Congress.> However, many more people give only money to a
political cause than give only time or give acombination of time and money.* Will online
donors be more likely to participate in other politica activities because it is easer to
participate in them online?

Thetiming of online campaign contributions was aso afactor that we noted but
did not examine. Jean Elliott Brown, the Democratic nomineein Florida s 16"
Congressond Didrict, used the Internet to raise early money and demongtrate the
viahility of her campaign. In November, even &fter Election Day, the Nationd
Republican Senatoriad Committee saw 1,549 contributions come viaits Web site in the

hours after aradio talk show host suggested that listeners go online and donate.”

What It Meansfor Democr acy

The current debate over political fundraisng mirrors the current debate over the
role of the Internet in shaping political participation. Both get to the heart of the conflict
between the two primary vaues of American democracy: freedom and equality. Political
money alows people great freedom to decide the manner and magnitude to which they

participate in politics. However, it is one of the most unequa forms of palitica



participation The Internet provides great freedom from government control and opens
the political process. Asformer Electronic Frontier Foundation chairwoman Esther

"6 However, the Internet

Dyson sad, “Thisisamedium of conspiracy, not of propaganda.
is dso the domain of the same privileged Americans that have dways had accessto the
politica process—a group unlikely to participate in a conspiracy.

One potentid that the Internet did not redlize during 2000 was its ahility to reach
new congtituencies of donors. As campaigns learn more effective ways to raise money
onlineit islikey that they will continue to target the rich, asthey do in offline
fundraisng. The opportunities for a conspiracy of non-traditional donorsto overtake the
politica fundraisng process will diminish as fundraisng strategists become increasingly
sophisticated in their use of the Internet.

If the 2000 cycdleis any indication, online fundraising could lead to an increasein
nationalized campaigns for the House and Senate, and perhaps to an increasing emphasi's
on issues. Some critics of online fundraisng are dready concerned with its potentia to
facilitate quid pro quo contributions.

Jean Elliott Brown, the Horida Democrat, was by al accounts a prolific online
fundraiser. She was an early supporter of MoveOn.org and, in turn, MoveOn.org
financialy supported her campaign. However, her online fundraising efforts were tied to
this political action committee that had asits origind purpose retribution againg the
House leaders of President Clinton’ s impeachment. The news media and her opponent
drew a connection between her association with MoveOn.org' s nationa effort and the

high percentage of her contributions that came from outside Florida. In a July 2000

report, Jean Elliott Brown had raised 42 percent of her money from outside Forida,
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compared to the 23 percent raised by Republican opponent, Mark Foley. InaPalm
Beach Post aticle, Foley said that one of Brown'’s greatest challenges to winning was
that she “was recruited to run by an outside group.”’ Foley used Brown's out-of-state
money in afundraisng letter of his own, noting, “ Ordinarily, you wouldn’'t expect people
from these cities [outside Florida] to care about who in Congress represents the people of
Palm Beach Gardens, Port St. Lucie or Sebring.”

Foley was ingnuating that a House member should represent the interests of his
geographic condtituencies rather than nationa ideologica congtituencies, and that Brown
would be more beholden to a“specid interest” than to the people in her didtrict.
Certainly, thisis not anew criticism of a candidate, but online fundraising makes the
criticism more likely. Because the Internet conforms to no political boundaries, it isjust
as easy to ask for money from someone 10,000 miles away asit isto ask for money from
someone next door. Thisis especidly true when aloca race receives nationd attention,
asdid Hillary Clinton’s New Y ork Senate race. Both Rudolph Giuliani and Rick Lazio
used their Web sites specificdly to collect money from people outsde New Y ork who
opposed Clinton.

South Carolina Democratic congressiond candidate Andy Brack said he worried
about the damage that online donors could do to his reputation. He noted that one of his
repeat online donors was an unknown man from New Y ork. Brack said that for al he
knew the man could be afelon or some other unsavory person with whom he would not
want to associae his campaign. To help aly this concern, Artistotle Publishing, aleading
vendor of online fundraising solutions, provides its clients with the ability to check

whether each donor is aregistered voter, and therefore not aforeign citizen or felon.
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If online fundraisng makes it easier for candidates to seek and obtain support
from around the country, then it o puts an emphasis on nationa issues and
persondlities rather than local socid or professonal contacts. MoveOn.org donors to Jean
Elliott Brown's campaign most likely gave to her because they supported her stance
againg the impeachment of President Clinton. Norn-New Y orkers donated to Hillary
Clinton’ s opponents most likely because they feared the impact that she would have on
public palicy or the integrity of public office.

Although most online fundraising gppeal's were focused on a potentid donor’s
desire to impact public policy or the outcome of the eection, some critics dready fear the
use of the Internet to further a sort of virtua good o’ boy network. Palm Beach Post
columnist Jac Wilder VerSteeg wrote a piecein July 1999 in which he expressed his
concern about the inevitable political professondization of a medium that was colonized
by academics and individuas of disparate interests. “1 can see the day when whichever
party controls the White House will give you, for asmal donation, avirtua tour of the
Lincoln Bedroom,” he wrote. He went on to promote the hope of small online micro-
donations of adollar or two. “In theory, that small-bucks-in-bulk aspect could reduce the
cout of mega-givers. But paliticians dways will notice the one who gives $100,000 more
than the 100,000 who give $1.” Concerned that donors would one day be able to “click
here’ to add a palitician to their shopping cart, he was aso the impul se buying metaphor
and turned it on its head

If online fundraising does become more popular in 2002 and 2004 as many
campaign professonds expect, it could affect the debate over campaign finance reform.

The Internet could potentialy achieve the reforms through practice that advocates have
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not been able to achieve through legidation. If the Internet continues to attract new
donors and smdler contribution averages, campaigns will begin to rly more on
thousands of small donations than on afew large ones— especidly if the smadl donations
cost little to raise compared to the expensive dinners a which large donors are courted.

Some opponents of contribution caps advocate improved disclosure as a sufficient
campaign finance reform that would perhaps not “clean up” the system, but at leest give
voters a better idea about how “dirty” it was. One of the reasons that Congress requires
that candidates disclose only the donors who give more than $250 is that campaigns
would otherwise spend dl their time on keeping records of smal donations. If candidates
had to do so much bookkeeping, they would likely avoid smal donations as awaste of
time. That would be contrary to the intent of the donor limits. However, as more
donations are given online, more donor information is automatically collected without the
expense of human intervention. That information is collected from online donors no
meatter the amount they give. Severd online fundraigng solution vendors promote their
products as asmpler, automated way of complying with the more than 8,000 federd,
date and locd |aws that govern campaign finance.

The Internet would aso make disclosure available to the public more quickly. Just
as money is available to candidates as soon a donor enters his credit card number online,
the donor’ s name and information could be available to the Federd Election Commission
and the public. Thiswould help reduce concerns about the lack of disclosure during the
fina frantic days of acampaign during which candidates are doing whatever they can to

collect money from every last available source.
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As the 2000 dection cyde has shown, online fundraising will not have inherent

impacts on either campaigns or the American political process. It will be strategists and
regulators and the decisons they make over the next four years that will determine
whether the online fundraising draws more people to the political process or whether it

keeps more people out.
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Appendix |: FEC Regulations Impacting Online Fundraising

June 2000 — Responding to arequest from online fundraising vendor Campaign
Advantage, the FEC advisesthat it is permissible to collect online donations with
electronic check technology. (http://herndon3.sdrdc.com/an/ao/990022.html)

November 1999 — The Federa Election Commission issued arequest for
comments on how it should regulate campaign activity conducted viathe Internet. During
the three-month period during which the request was open, the FEC received more than
1,200 comments. It has yet to make areport or take action based on those comments.
(http:/Amnww .fec.gov/using internet.html)

September 1999 — Online fundraising vendor Arigtotle Publishing received an
FEC Advisory Opinion alowing the company to serve as afinancid intermediary
between donors, campaigns and credit card companies.
(http://herndon3.sdrdc.com/an/an/990022.html)

June 1999 — Following arequest from Bill Bradley’s presidentia campaign, the
FEC sad that qudified online credit card donations were igible for federa matching
funds. The FEC subsequently added a section to Federa Code (11CFR9034.2) making
eligible dl online donations under $250 made after January 1, 1999.

(http://herndon3.sdrdc.com/an/an/990009.html)
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August 1995 — Responding to an inquiry from the Lamar Alexander

presidentia campaign, the FEC says that whether a contribution to a presidentid
campaign was solicited online would have no impact on whether the contribution was
qudified as afederaly matchable contribution.

(http://herndon3.sdrdc.com/an/an/950035.html)

April 1995 — NewtWaich, a political action committee that existed primarily as
an online entity requested and received an Advisory Opinion from the FEC dlowing it to
solicit and collect money via the World Wide Web. The FEC dso sad that online
fundraisng efforts were subject to the same regulations as offline campaigns —
specificaly regarding record-keeping and disclosure.
(http://herndon3.sdrdc.com/an/an/950009.htm)

December 1989 — Advisory Opinion dlows campaign donations to be
eectronicaly transferred directly from adonor’s bank account to the campaign account.
(http://herndon3.sdrdc.com/an/an/890026.html)

September 1978 — Advisory Opinion adlows use of credit cards for campaign

finance transactions. (http://herndon3.sdrdc.com/an/an/780068.html)




Appendix I1: Survey Items Used in Analysis of Online Donors

1. Prior tothe 2000 eections, how often did you donateto a palitical action
committee, candidate or party? (N=1,906)
In mogt eections .....24%
In some dections .....41%

Inonedection ....... 11%

2. Thinking back to thefirst time you made a political donation online, how was
that contribution solicited? (N=1,806)
| heard about it from someone | knew persondly........ 17%
| heard about it from someone | knew impersondly ....34%
| heard about the opportunity in anews accournt......... 11%

| found the opportunity onmy own........................ 37%
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3. Which of the following isthe most important reason for you personally to
make a political donation? (N=1,892)
Personal friend of candidate........... 1%

To influence government palicies....35%

Itsexpectedof me..................... *
Enjoyment of socid contects........... 0%
Feding of recognition.................. *

Sense of community obligation....... 7%
To influence dection’ s outcome. .. ... 56%

Business or employment reasons.....*

* = |essthan 1 percent.
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