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Abstract

The interest group and PAC systems are often assumed, both theoretically and methodologically, to be independent of one another.  However recent research by Gray and Lowery (1997) and Lowery et al. (2008) show evidence that the rate of PAC formation in the states increases with the density of the interest group community and that competition, rather than free riding, governs PAC formation (Lowery et al. 2008). We ask the research question: How does the complexity of the policy space affect the PAC system?  We hypothesize that the levels of economic, social, and legislative complexity in the policy space indirectly affect the size and activity of the PAC system through their direct effect on interest group density.  We test this hypothesis within the health sector using a unique data set that connects individual interest groups registered to lobby state legislatures with active PACs in the state.  Our findings provide support for the notion that the PAC system is an extension of the lobbying system at the state-level.  It is clear that social, economic, and political measures of the saliency of health policy do influence the size of the interest group community and it is the size of the interest group community that largely determines the number of PACs that form in a state.  

The interest group and PAC systems are often assumed, both theoretically and methodologically, to be independent of one another.  However recent research by Gray and Lowery (1997) and Lowery et al. (2008) show evidence that the rate of PAC formation in the states increases with the density of the interest group community and that competition, rather than free riding, governs PAC formation (Lowery et al. 2008).  In this paper we go further to show the interdependency of these two systems by arguing that the size and activity of PACs in a policy space is driven directly by the density of lobbying groups and indirectly by exogenous political and policy characteristics of the policy space.  We ask the research question: How does the complexity of the policy space affect the PAC system?  We hypothesize that the levels of economic, social, and legislative complexity in the policy space indirectly affect the size and activity of the PAC system through their direct effect on interest group density.  We test this hypothesis at the state-level by assessing number of PACs and their contribution activity given interest group density and the complexity of the policy space within the health sector using a unique data set that connects individual interest groups registered to lobby state legislatures with active PACs in the state.  Our findings provide support for the notion that the PAC system is an extension of the lobbying system at the state-level.  It is clear that social, economic, and political measures of the saliency of health policy do influence the size of the interest group community, and that the size of the interest group community largely determines the number of PACs that form in a state.  

PACs, Lobbying Groups, and the ESA Model


General intuition often assumes campaign donations to be an integral lobbying strategy of organized interests, but much scholarly research has not found such a tight connection between the two activities.  The bulk of the extant literature on PACs and lobbying groups suggests that explanations of PAC formation and density are not as straightforward as we would expect.  In fact, it is difficult to find a direct causal relationship between lobbying and contributing to campaigns.  Many organizations who lobby do not contribute to campaigns, and many organizations who contribute to campaigns do not lobby.


Surveys of organized interests lobbying in Washington D.C. found little connection between lobbying and contributing to campaigns (Berry 1977; Wright 1985; Schlozman and Tierney 1986; Gais and Walker 1991).  Survey research at the state-level found similar results where less than half of lobbying organizations contributed financially to campaigns (Nownes and Freeman 1998).  Taken in sum, these studies appear to indicate that lobbying public officials and contributing to campaigns, while not mutually exclusive actions, are relatively independent strategies of influence.


Other scholars start from the assumption that PAC donations are a part of a lobbying strategy.  Some have found that in certain circumstances PAC contributions can buy votes (Quinn and Shapiro 1991, Godwin 1988, and Wilhite and Theilmann 1987).  Others have argued that PAC donations matter only on minor issues (Grenzke 1989) or on narrow, technical issues (Frendreis and Waterman 1985).  These studies have influenced many scholars to believe that PAC donations are more about access than about purchasing policy (Lowery and Brasher 2004).  However, much of the previous research showing a weak connection between lobbying groups and the formation and activity of PACs does not support the concept of PAC contributions as an access strategy for lobby organizations.


If PAC donations are often part of an overall lobbying strategy, then why do survey researchers find only a weak link between lobbying and PAC activities?  Several recent studies help to reconcile these seemingly divergent takes on the subject and guide the direction this paper takes in attempting to understand the factors that influence PAC formation.  First, Tripathi, Ansolabehere, and Snyder (2002) analyzed the convergence of organizations registered to lobby and organizations donating to campaigns through PACs at the national level.  In terms of group numbers, their findings support the weak link between lobbying and PAC donations.  They found that 74.5 percent of all organizations registered to lobby had no PAC, and 52.84 percent of PACs were not affiliated with a registered lobby organization.  Instead of stopping there, they looked beyond just numbers of organizations to the amount of money the organizations were contributing.  Here they found that 85.71 percent of all campaign contributions were donated by PACs who were also registered to lobby.  So if we base our analysis on the size of the contributions, PAC donations can still be viewed as one of several lobbying tactics an organization can engage in.


 A 1997 study by Gray and Lowery worked off the assumption that PAC contributions are a lobbying tactic and found that PAC contributions are especially crucial in crowded organized interest environments where the ability to communicate with elected officials is more competitive.  By examining their hypothesis at the state-level, Gray and Lowery observed variation that could not be seen at the national level (only one interest system) or over time (little variation in total number of PACs over time) (Lowery and Brasher 2004, 75).  They examined their hypothesis in two ways.  First, using surveys of organized interest leaders, they found that those who viewed their lobbying community as crowded and competitive were more likely to be affiliated with a PAC.  Next, using aggregate numbers of state lobbying groups and PACs, they found a significant, positive, and convex relationship between the number of PACs and the number of lobbying groups.  So as the number of PACs in a given community increases, the population of lobbying organizations also grows.


Recently, Lowery et al. (2008) expanded on these studies to better understand the relationship between PAC contributions and lobbying.  Here they focused specifically on the health policy arena to answer a number of questions arising from Tripathi et al. and Gray and Lowery (1997).  First they found support for the Tripathi et al. finding when replicated at the state-level.  The relationship between national PAC activity and lobbying was mirrored with state health PAC contributions and state health lobbying groups, as seen in Figures 1 and 2.  In terms of simple numbers of organizations, our results seem to be only somewhat similar to Tripathi et al.’s findings.  As seen in Figure 1, only 13.98 percent of the 10,755 politically active health interest organizations have both a PAC and a lobby organization.  Tripathi et al. found that 20% of national level organizations have both a lobbyist and a PAC (2002, 133).  Thus, the conventional wisdom of a lobby group armed with its mighty PAC occurs only one fifth of the time at the national level and in our state-level health organizations only fourteen percent of the time.  In contrast, Figure 1 shows that unaffiliated or free-standing PACs account for 44.68 percent of such organizations, and organizations registered to lobby but lacking a PAC account for another 41.34 percent.  Here our results depart from the national results.  Tripathi et al. found that lobby only groups predominated, occurring 58 percent of the time.  PAC only groups were only 22 percent of all organizations.  
This picture changes markedly, however, when we look at the actual political activity of state health PACs.  That is, as seen in Figure 2, it is the many fewer affiliated PACs that provide the lion’s-share of funds to candidates.  While connected or affiliated PACs accounted for only 23.84 percent of all PACs, they contributed over $34 million or 75.69 percent of all contributions.  In contrast, though unaffiliated PACs accounted for 76.16 percent of the PAC population, they made only $11 million in contribution or 24.31 percent or all contributions.
  These aggregate numbers are reflected in the differences between mean contribution levels of non-connected and connected PACs.  The mean contribution for non-connected PACs was only $2,319 while the mean contribution for connected PACs was nearly ten times larger ($23,067).
  In terms of both total volume and average size then, the contribution activity of connected PACs dwarfs the activity of non-connected PACs.  In terms of PAC activity, the state results parallel those at the national level where affiliated PACs contributed even more disproportionately, giving 86 percent of the total PAC contributions (Tripathi et al. 2002, 133).  PAC activity is largely the province of organizations already engaged in lobbying.  Given this connection, it seems reasonable to interpret such activity as a strategy designed to reinforce lobbying or as an adjunct to the lobbying activity.

Next, Lowery et al (2008) found support for Gray and Lowery’s 1997 finding of a positive convex relationship between the number of PACs and the number of lobbying groups, or that lobby registrations primarily drive PAC density and contributions.  Finally, Tripathi et al. found that competition in the policy arena (or local competition) rather than overall interest system competition is what drives the relationship between lobby registrations and PACs.  They concluded with the notion that PAC densities depend upon lobbying registrations and little else, positing that, “the dynamics of the PAC system are a secondary effect of the process governing lobbying as described by Gray and Lowery’s (1996) ESA model.”

In this paper, we directly test the assertion that the PAC system is a secondary effect of the process governing the lobbying system.  In other words, the PAC system is only indirectly affected by the factors that drive the lobbying community.  To do this, we derive a set of hypotheses based on Gray and Lowery’s (1996) ESA model, a model adapted from biogeography.  This model suggests that the density of organized interest communities is based on the energy a system can provide to the community, the stability of the environment, and the area in which interest groups may operate.  In lobbying communities, energy represents the policy space in which an organized interest operates.  Organized interests must have issues to lobby on so that it can persuade potential members to contribute to the goal.  Stability refers to the amounts of change in the political system.  Interest organizations are dependent on the relative stability of the political system they operate within.  If the government chronically undergoes serious leadership and process changes, the interest group may not survive.  Finally, area represents the potential members and sponsors an organized interest has in a given state.  A farming interest group is not likely to survive in a state with no farms or farmers.  This theory predicts that these characteristics restrict the number of interest groups in a political system, with the carrying capacity of that system determined by the three components of the model.
For this paper, we focus on the energy component of the ESA model, the policy space in which an organized interest operates.  Limiting our sample to health PACs, we examine the social, economic, and political salience of health care issues as the energy in the states. We seek to address what type of effect, if any, these exogenous factors have on the density of registered lobbying organizations and PACs.

Building upon Gray and Lowery (1997), we accept the finding that the formation of a PAC is secondary action, meant to supplement lobbying efforts.  Lowery et al. (2008) suggest that exogenous factors representing the energy of the policy sector in a given state should only indirectly affect the number of PACs in that state.  This is logically consistent if we accept that contributions by PACs are primarily an extension of lobbying tactics.  Factors that reflect how salient a policy area is to a state should directly affect the density of lobbying organizations in that state and indirectly affect the density of PACs within the state.  

In this paper, we employ a definition of saliency as it relates to issues. We view salient issues as ones that are both important to the public and have multiple policy images (Baumgartner and Jones 1993). An increase in salience of issues, we argue, positively influences the density of lobbying groups which, in turn, positively influences the density of PACs.  While some studies measure issue saliency with survey questions (Baumgartner and Jones 2005; Wlezien 1995), we do not have access to any comparable survey measure at the state-level for the salience of health care.  Thus, we take a different approach by using three different measures of salience; social, economic, and political to look at the potential impact of health care issues on the interest group and PAC population in a state.

Our economic salience concept estimates how central the health sector is to the state’s economy, including how many people work in various health industries and what proportion of state expenditures fund major health programs. When health care is economically central to the state’s economy, there will be a ready supply of issues for organizations to lobby on.  The ESA model thus predicts that the greater the economic salience of health care in a state, the greater the density of health policy lobbying groups, and, in turn, the greater the density of health related PACs. 
 Our next concept, social salience, relates to health-related demographic factors.  Since the states differ in terms of average age, general health status, and access to health care, each state should have a different propensity to deal with health issues in the government. Here the ESA model again predicts that increases in social salience should directly and positively influence the density of health related lobbying organizations and indirectly and positively influence the density of health related PACs. 
 Our final concept is political salience including how much of the legislative agenda is devoted to health policy issues and levels of party competitiveness in the state. The more focused a state legislature is on health policy, the more issues/energy on which organizations will have to lobby.  Again the ESA model predicts that increases in the legislative salience of health policy will produce increases in the density of health related lobbying organizations and indirectly produce increases in the density of health related PACs.  By deriving this multifaceted concept of salience, we are better able to measure the variation in the energy of a state’s health related organized interest group and PAC system.
In the next sections, we describe our data sources and test our hypotheses about the expected density of health lobbying organizations and PACs in each state.  To summarize, we expect that even when controlling for a fully specified energy term in the ESA model, competition within the health interest group system will be the best predictor of the number and activity of health PACs.  Second, we predict that all three forms of health care policy saliency that we measure will exert a positive and indirect effect on PAC density and activity through their direct effect on the interest group system.  
Data and Methods

Two critical sources of data are used in our analysis.  The first, which provides our dependent variables, is the data on contributions to state electoral campaigns provided by the National Institute on Money in State Politics.
  Several caveats about this data must be noted.  First, while we and some National Institute staff might refer to the organizations as PACs, that name is not necessarily appropriate in the sense in which it is used to describe national PACs.  That is, not all states legally define PACs
 or, even when they do, define them in the same manner.  Indeed, the entities in the Institute’s database include legally defined PACs, businesses, and other groups that probably are PACs but do not use the name (e.g. the Alabama Dental Association).  Although, for simple convenience, we will continue to refer to these entities as PACs, they are more accurately termed "non-individual, non-party" contributors to political campaigns, given the structure of the National Institute’s database.
  Second, the raw data generously provided by the Money and Politics Institute through special data requests still required considerable cleaning before they were usable.  That is, the state lists included large numbers of individual contributors and duplicates of PAC contributors.  Recoding to eliminate these cases reduced the initial list of 222,592 PACs to 162,352 PACs.  Thus, our experience should serve as a cautionary tale to researchers who are using the Institute’s data without further refinement.  Third, we removed party leadership PACs from our data set on the grounds that theoretically they are not interest groups, the subject of our study.  And fourth, 1998 PAC data were not available for eight states usually due to their electoral calendars.  In these cases, we used the most recently available data, which were from 1999 or 2000.
  Nonetheless, we believe our data set is the best data on state health PACs in existence.  And it matches up with our lobbying data set, which is critical to this study.  

The second data set is an extension of the Gray and Lowery list of organizations registered to lobby in the 50 states in the late 1990s.
  In this analysis, we use 1998 lobby registrations given the available PAC data for 1998; thus we capture both forms of organized interest activity for a single year.  Entities on both lists (whether PACs or lobby registrations) were individually identified as having health interests or not using the coding rules employed by Lowery and Gray (2007).  The health PACs and lobby registrants were further coded by several subtypes of health interests using the same coding rules.
  Finally, the cleansed list of PACs was matched with the lobby registration data at the individual organization level to identify whether an organization was registered to lobby, contributed to political campaigns, or both.  For the latter two categories, we also measured the size of the financial contribution the organization made to political campaigns for legislative, gubernatorial, all statewide offices, and judicial candidates.

We examine two dependent variables in the analyses to follow.  The first is the number or density of the health PAC system in the state.  The second is the total amount of contributions made by health PACs to political campaigns in the states.  For both, we also conduct separate analyses for connected or affiliated health PACs (those with an affiliated organization registered to lobby) and unconnected or unaffiliated health PACs (those without an obvious affiliation with an organization registered to lobby the state legislature).  

Two sets of independent variables test our core hypotheses that the impact of political and policy energy is expressed entirely through lobby registrations and, thus, that the energy variables will have only an indirect impact on PAC activity through their influence on the lobbying system.  The first set of independent variables is the number of health lobby registrations.  As shown in Lowery et al. (2008) PAC activity on the part of health interests is driven by competition among health interests.  We therefore expect that there should be a strong positive relationship between the number of health PACs and their level of contributions and the number of lobby registrations.  But these relationships should not be linear.  That is, the marginal value of forming a health PAC as an additional channel of communication should increase as the number of health lobby registrations rise.  Thus, the relationship should be convex with health PAC activity increasing at a faster rate as the number of health lobby registrations increase.  To tap this convex relationship, the number of health lobby registrations is included as a second order polynomial where the nominal and squared values of the variable should define a positive, convex association.  
The remaining set of independent variables is designed to measure the energy term of Gray and Lowery’s (1996) Energy-Stability-Area model of interest system density.  We first include three indicators of the energy of the policy space in terms of the health of the state’s population.  Using principal components analysis, we develop an index to tap the health status of the state.  The index includes the state’s rate of infant mortality
, adult obesity
, adult smoking
, and cancer deaths.
  An iterated principal factors method yields a single factor solution explaining 84 percent of the common variance.  We also include a variable measuring the percent of the adult population lacking any form of health care insurance or coverage
 and the proportion of the population age 65 and over
.  Increasing values on all three measures indicate a worsening health status in the state, which provides the energy needed for health groups to lobby and participate through PAC activity.  As such, we expect a positive and significant direct relationship between these variables and the size of the interest group system, and a positive and indirect relationship between these variables and the size of the PAC system.  This relationship is likely to be true for the range of health organizations included in our analysis.  For example, high rates of deaths due to cancer would fuel cancer patient advocacy groups, producers of cancer pharmaceuticals and medical devices, and associations of oncology professionals.   

Next, we include two indicators of policy energy in terms of the health sector’s economic impact within each state.  The first indicator is the percentage of the workforce employed by the health sector.
  The second indicator is state-only Medicaid spending as a percentage of total state expenditures.
  Increasing proportions of the workforce employed in the health sector and increasing percentages of Medicaid expenditures indicate a larger role for the health care system in the state’s economy.  We therefore expect a positive and significant direct relationship between these variables and the size of the interest group system, and a positive and indirect relationship between these variables and the size of the PAC system.             
Finally, we include two measures of political energy.  In numerous studies, Gray and Lowery have found that lobby registrations rise with both the level of party competition in the states and the size of the political agenda associated with the concerns of a given sector of interests.  We tap the former with the average of the folded Ranney Index of state party competition from 1997 to 1999.
  Following Gray, Lowery, Fellowes, and Anderson (2005) we measure the size of the health policy agenda by the number of bills on health – as indicated by a “health” subject code – considered by the legislature from 1997 to 1999.
  Again, we expect a positive and significant direct relationship between these variables and the size of the interest group system, and a positive and indirect relationship between these variables and the size of the PAC system.   
The OLS regression models also include two sets of control variables.  The first set includes four variables broadly designed to account for structural differences in PAC activity across years and states.  Most importantly, these include two dummies indicating via a value of one that no gubernatorial or general legislative election was held in the year in which PAC activity was measured.  We also include a dummy indicating whether a legislature operated under term limits, which may increase opportunities for influence on the part of organized interests.  And last, in terms of any cycles in PAC activity, we include a dummy identifying the eight states for which the PAC variables were measured in years after 1998.
  The second set of controls account for differences in campaign finance laws in each state.
  Following Gray and Lowery (1997), we include dummy variables for states that prohibit direct contributions from corporations, labor unions, and regulated industries.  We also include dummy variables for states that publish PAC contributions and for those states that cap PAC contributions.  Hogan (2005) in a careful study found that limits on PAC contributions did not affect the likelihood of interest groups and PACs making direct contributions to candidates, but they did increase groups’ pursuit of other avenues of influence, such as independent spending, issue advertising, and channeling their money to political parties.  
Findings

We begin by presenting a series of OLS regression models which extend the analyses conducted in Lowery et al. (2008) to include the health and economic indicators of the energy term in the ESA model.  Table 1 presents these results.  The dependent variable varies across each model, with Models 1 through 3 examining the number of health PACs in a state and Models 4 through 6 examining the contributions made by health PACs in thousands of dollars.  More specifically, Models 1 and 4 examine numbers and contributions for all health PACs, Models 2 and 5 examine numbers and contributions for only those PACs connected to an interest group, and Models 3 and 6 examine numbers and contributions for only those PACs unconnected to an interest group.  Our two sets of key independent variables are presented in the shaded bars.  The first set includes the measures of interest group system crowding and the second set the measures of policy and political energy.  Our two sets of controls for influences on the PAC system from any temporal or regulatory influences are included in the unshaded bars.  


We start by examining the control variables, which provide little evidence that they significantly influence PAC density.  The first set of controls includes potential political-temporal influences on PAC numbers, including the lack of gubernatorial and legislative elections, whether a state legislature was term-limited, and the dummy for the few states for which we were not able to employ 1998 PAC data.  In all cases across all of the models, none of the estimates generated a significant coefficient.  The second set of control variables include a series of dummy variables to account for variations in PAC regulations across the states.  These also generated very weak results.  Only two variables produce significant estimates.  First, the dummy for prohibitions on corporate contributions generates uniformly negative estimates, although in only Models 1, 3, and 6 were these of sufficient magnitude to be considered discernibly different from zero.  This suggests that prohibiting corporate contributions might suppress PAC density.  Second, the dummy for no limits on PAC contributions produced nearly uniform negative estimates, although these estimates were again only significant in Models 1, 3, and 6.  This suggests that more PACs are formed in states with such limits so as to generate the same level of PAC contributions to candidates even if from a greater number of PACs.  

Next, we turn to our key sets of independent variables.  We look first to the effects of interest group competition on PAC density and contribution activity represented by the coefficients in the first set of shaded bars in Table 1.  Competition within the health lobbying community is included using a polynomial specification with the nominal and squared value of the variable.  We expect a positive and significant coefficient on the squared term which indicates that greater competition among health lobby organizations is associated with greater density and contribution activity in the PAC system.  Furthermore, the nominal and squared term should exhibit a convex relationship rising at an increasing rate as the level of competition among health lobby groups increases.  The estimates presented in Table 1 show evidence for this relationship for all but Model 2.  These results replicate the finding from Lowery et al. (2008) and show that even when controlling for a fully specified political and policy energy term, competition among health lobby groups is strongly related to the formation and activity of health PACs.  Model 2, which examines the number of health PACs connected to a registered health lobby group, shows that the number of PACs is positively associated with the number of health lobby groups in the system, but is not affected by competition within the health lobby system.  However, as shown in Model 5, levels of competition in the health lobbying system do influence contribution activity among connected health PACs.  


Next, we examine the effects of our indicators of political and policy energy on the number and contribution activity of health PACs in the states.  These results, presented in the second set of shaded bars in Table 1, provide a first step in addressing our central theoretical question about the lack of independence between the PAC and interest group system.  We hypothesize that the political and policy energy measures should not have a direct influence on the PAC system and should only provide an indirect influence through their effects on interest group density.  Less than a third of the coefficients for health, economic, and political energy indicators are significant predictors of health PAC numbers or contributions.  More telling is the lack of any patterns among these coefficients.  Within each indicator, the coefficients often carry the opposite sign and vary in significance across the six models.  For each model the indicators that do show significance vary for each dependent variable.  These results suggest that the political and policy energy do influence the PAC system, but the influence is likely occurring through a non-direct route.  


We present two separate tests of the indirect relationship of the political and policy energy variables on the numbers and activity of health PACs.  The first test asks if the bivariate influence of each energy variable on the PAC system is mediated by the interest group system.  This provides a test for a very strict definition of an indirect influence of these variables.  In order for a mediated relationship to occur, the following criteria must be met (Mackinnon et al. 1995):
· The energy variable must be correlated with the interest group system variable.

· The interest group system variable must be correlated with the PAC system variable, holding constant any direct effect of the energy variable.

· When the effect of interest group system on the PAC system is removed, the correlation between the energy variable and the PAC system variable is reduced or eliminated.    

In Table 2, we present Sobel test coefficients
 to test for this effect.  The rows in Table 2 represent the independent variables, which include the three measures of the state’s health, the two measures of the economic impact of the health sector in each state, and the two measures of political energy.  The columns in Table 2 represent the dependent variables, which are the six different measures of health PAC density and contribution activity discussed in the preceding regression analyses.  The mediator variable is the number of health interest groups registered in the state.  


The results of this analysis are straightforward.  The percent of total health expenditures spent on Medicaid and the size of the legislative health agenda show consistent evidence of an effect on the PAC system mediated through the interest group system.  The Sobel coefficients for both of these variables are positive and significant, as we predicted, for all six versions of our dependent PAC variables.  All of the state health measures, the workforce economic measure, and the party competition measure fail to meet the criteria for a strict mediated relationship.  


A better way to examine the indirect effects of the energy variables on the PAC system is to conduct a path analysis in which political and policy energy affects interest group density which in turn affects the PAC system.  This allows for an examination of the effects of each energy variable controlling for the presence of the others.  This process is depicted in Figure 1.  To conduct this analysis, we simply regress the number of health interest groups registered in a state on the health, economic, and political energy variables.  The standardized beta coefficients from this OLS regression are the path coefficients showing the direct effect of the energy variables on the interest group system.  Next, we regress the total number of health PACs
 on the nominal and squared number of health interest group terms.  The standardized beta coefficients from this regression can then be used to calculate the indirect effect of the energy variables.

As shown in Figure 3, the path analysis demonstrates a positive and significant effect of both economic energy variables, the percent of the population over age 65, and the size of the legislative health agenda on the number of interest groups in a state.  The interest group system, characterized by the nominal and squared terms, then serves as a significant predictor of number of PACs.  Table 3 presents the total indirect effect for each of the significant political and policy energy variables.  Using the percent of total state expenditures spent for Medicaid as an example, we can calculate the indirect effect by adding the path from Medicaid spending to PACs through the nominal interest group term to the path from Medicaid spending to PACs through the squared interest group term for a total indirect effect of  (.38*-.99) + (.38*1.63) = .243.  The use of standardized beta coefficients allows us to compare the magnitude of these effects across the different variables.  Each of the four significant energy variables seems to yield similar effects on the PAC system.  Because of the significance of both economic energy variables, we can hypothesize that the policy energy in this domain is likely to have the greatest direct impact on the density of the interest group system and greatest indirect impact on the development of the PAC system.
   

Conclusions


The findings provide additional support for the notion that the PAC system is an extension of the lobbying system at the state-level. It is clear that social, economic and political measures of the saliency of health policy do influence the number and contribution activity of health care PACs that form in a state, though this influence is indirect. These factors have a significant effect on the size of the interest group community, and it is the size of the interest group community that largely determines the number of PACs that form in a state and the contribution activity of those PACs.  We find little support for the notion that these measures of policy saliency directly influence the number or contribution activity of PACs, with only sporadic significance of these variables across different models of the PAC system. The number of lobby registrations squared is far more consistent in its ability to predict PAC formation and contribution activity. 


In general this analysis provides more support for the findings of Gray and Lowery (1997) and Lowery et al. (2008) that interest group competition is what governs PAC formation and activity. As the number of interest groups vying for legislative attention increases, interest groups look for additional ways to influence the government and PACs represent one of the additional tactics groups have at their disposal. This increase in competition is especially influential over the number and activity of non-connected PACs that form. These groups lack the initial legislative influence connected PACs have, but may have the resources to offer small donations to campaigns and generate some small amount of influence they would certainly be unable to grasp in the lobbying arena. Additionally, campaign donations provide non-connected PACs with a quick path to influence rather then wading through the crowded interest group environment. Campaigns also provide groups with the opportunity to achieve broad influence over a number of legislators relatively quickly, generating greater access in the future in an environment of increasingly difficult paths to access.  

Our current study represents an important step in the study of PACs. PAC scholars must account for the density of the lobbying environment when explaining the behavior of PACs. Little else has a direct impact on the system of PACs and it is certain that density plays a strong role in the behavior of PACs once they are formed. The models predicting PAC contributions indicate that density is a critical element in any explanation of PAC behavior and so PACs must be taken to be part of a larger lobbying strategy. A group’s legislative goals as well as the competition for legislative influence play a critical role in all the tactical decisions a group makes. PAC behavior seems to be little more then another tactic groups have at their disposal. The size of the lobbying community is affected by the objective measures included in this analysis. The economic variables, as well as the size of the health policy legislative agenda and the population over 65 represent strong influences on the size of the lobbying community. 
Future analysis with this data might examine the types of groups that the connected PACs represent. The strength of the economic indicators in predicting lobby registrations would seem to indicate that the size of the lobbying community is directly affected by the number of people working in that economic sector. It would be interesting to note whether professional associations and unions are driving the ability of these variables to predict density, or whether lobbying registrations respond to these variables regardless of group type. Additionally, analysis on this topic has found little that influences PAC formation beyond the competition/density of the interest group community. However, our analysis has little to say about this relationship over time. It seems plausible that PACs are responding to conditions from previous elections and legislative sessions. Finally, our analysis includes little information about the nature of the federal level elections in a state. PAC formation and contribution at the state-level could be spurred on by close competitions in a particular state at the federal level.   
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Table 1: Determinants of Health PAC Density and Contributions (N=50)

	
	Model (1)
	Model (2)
	Model (3)
	Model (4)
	Model (5)
	Model (6)

	
	# Health PACs
	# Connected Health PACs
	# Non-Connected Health PACs
	Total Health PAC Contributions
	Connected Health PAC Contributions
	Non-Connected Health PAC Contributions

	Health Lobby 
	-1.612
	0.185*
	-1.797
	-8.009
	-5.618
	-2.391

	Registrations
	(1.270)
	(0.101)
	(1.246)
	(7.100)
	(6.515)
	(1.777)

	
	
	
	
	
	
	

	Health Lobby 
	0.010*
	0.000
	0.010*
	0.054**
	0.039*
	0.015*

	Registrations Sq.
	(0.005)
	(0.000)
	(0.005)
	(0.022)
	(0.021)
	(0.006)

	
	
	
	
	
	
	

	No Legislative
	32.239
	1.581
	30.659
	-174.935
	-167.919
	-7.016

	Election
	(48.848)
	(5.031)
	(46.703)
	(305.131)
	(243.792)
	(83.993)

	
	
	
	
	
	
	

	No Gubernatorial
	-25.505
	-2.837
	-22.668
	35.997
	183.587
	-147.590

	Election
	(64.141)
	(6.476)
	(60.537)
	(416.947)
	(349.474)
	(90.437)

	
	
	
	
	
	
	

	Term Limited 
	-78.439
	3.867
	-82.306
	12.825
	151.802
	-138.977

	State
	(60.468)
	(4.479)
	(60.254)
	(354.820)
	(326.649)
	(79.850)

	
	
	
	
	
	
	

	Non-1998
	29.233
	-4.407
	33.640
	176.378
	8.222
	168.155

	Data Dummy
	(58.601)
	(5.749)
	(57.777)
	(431.989)
	(356.732)
	(115.339)

	
	
	
	
	
	
	

	State Health 
	-19.824
	4.005*
	-23.829
	292.463*
	281.068*
	11.395

	Condition Index
	(27.495)
	(2.537)
	(26.885)
	(147.148)
	(134.250)
	(38.330)

	
	
	
	
	
	
	

	Percent 
	12.093*
	-0.403
	12.495*
	4.839
	-14.558
	19.397*

	Uninsured
	(6.286)
	(0.663)
	(6.257)
	(39.141)
	(34.219)
	(11.029)

	
	
	
	
	
	
	

	Percent of Pop.
	51.652**
	1.851
	49.801*
	73.689
	-2.111
	75.800**

	Age  65+
	(19.366)
	(1.995)
	(18.846)
	(110.255)
	(96.634)
	(30.065)

	
	
	
	
	
	
	

	Percent of State
	650.524
	-17.688
	668.211
	3298.178
	1793.606
	1504.573*

	Expend. For Medicaid
	(481.365)
	(61.029)
	(474.050)
	(2256.035)
	(1788.638)
	(834.987)

	
	
	
	
	
	
	

	Percent Workforce
	5052.534
	381.296
	4671.238
	38499.261*
	25598.237
	12901.025*

	in Health Sector
	(3789.340)
	(404.201)
	(3621.501)
	(20656.881)
	(16580.678)
	(6118.188)

	
	
	
	
	
	
	

	Size of Health
	-0.125
	0.014
	-0.138
	2.097*
	1.891*
	0.207

	Agenda 1997-99
	(0.147)
	(0.011)
	(0.148)
	(1.108)
	(1.056)
	(0.183)

	
	
	
	
	
	
	

	Ranney Index
	-18.642
	36.065*
	-54.707
	565.147
	620.768
	-55.621

	1997-1999
	(138.269)
	(17.697)
	(140.640)
	(935.299)
	(829.873)
	(238.395)

	
	
	
	
	
	
	

	Prohibit Corp.
	-220.756*
	-12.443
	-208.313*
	-376.299
	-5.412
	-370.886*

	Contributions
	(116.205)
	(6.799)
	(111.926)
	(498.917)
	(359.950)
	(180.742)

	
	
	
	
	
	
	

	Prohibit Regulated
	100.212
	-7.377
	107.589
	52.309
	-175.787
	228.096

	Contributions
	(130.982)
	(7.828)
	(124.936)
	(503.778)
	(335.266)
	(193.206)

	
	
	
	
	
	
	

	Prohibit Labor
	-17.438
	9.477
	-26.915
	-185.937
	-130.329
	-55.608

	Contributions
	(63.602)
	(6.393)
	(59.436)
	(349.937)
	(284.596)
	(96.646)

	
	
	
	
	
	
	

	Public
	-2.188
	-2.784
	0.597
	138.057
	44.862
	93.195

	Financing
	(50.560)
	(4.835)
	(50.273)
	(288.262)
	(234.296)
	(86.332)

	
	
	
	
	
	
	

	No Contributions
	-103.556*
	-0.820
	-102.736*
	-120.566
	56.984
	-177.550*

	Limit for PACs
	(51.743)
	(4.082)
	(50.040)
	(283.959)
	(232.504)
	(81.931)

	
	
	
	
	
	
	

	State 
	-28.169
	2.720
	-30.889
	-442.985
	-336.030
	-106.955

	Publication
	(57.280)
	(5.524)
	(53.978)
	(288.553)
	(232.655)
	(83.645)

	
	
	
	
	
	
	

	Constant
	-258.834
	-2.839
	-255.995
	1838.199
	1914.534
	-76.335

	
	(279.002)
	(25.329)
	(278.211)
	(1599.130)
	(1483.928)
	(404.077)

	R-Square
	0.700
	0.827
	0.671
	0.795
	0.768
	0.754


* p < 0.05, ** p < 0.01, one-tailed tests; values under the coefficients are robust standard errors based on states.
Table 2:  Mediators of the Interest Group and PAC System Connection

	Mediator Variable: Health Lobby Registrations 

	Dependent Variable
	# Health PACs
	# Connected Health PACs
	# Non-Connected Health PACs
	Total PAC Contributions
	Connected PAC Contributions
	Non-Connected PAC Contributions

	Independent Variables
	
	
	
	
	
	

	State Health 
	-5.24
	-0.83
	-4.40
	-40.80
	-31.48
	-9.33

	Condition Index
	(18.21)
	(2.71)
	(14.58)
	(149.19)
	(120.20)
	(36.88)

	
	
	
	
	
	
	

	Percent 
	1.38
	0.22
	1.16
	10.79
	8.34
	2.46

	Uninsured
	(5.40)
	(0.78)
	(4.72)
	(33.40)
	(29.07)
	(8.82)

	
	
	
	
	
	
	

	Percent of Pop.
	9.34
	1.56
	7.78
	77.74
	60.48
	17.26

	Age  65+
	(17.29)
	(2.10)
	(12.82)
	(98.29)
	(100.16)
	(27.88)

	
	
	
	
	
	
	

	Percent Workforce
	-428.41
	-68.57
	-359.84
	-3373.63
	-2604.77
	-768.86

	in Health Sector
	(2533.17)
	(277.75)
	(1839.37)
	(15156.54)
	(11931.19
	(3592.79)

	
	
	
	
	
	
	

	Percent of State
	1169.26**
	182.91**
	986.34*
	8893.17**
	6827.87**
	2065.30**

	Expend.  Medicaid
	(623.02)
	(76.57)
	(737.10)
	(3648.09)
	(3907.64)
	(1102.32)

	
	
	
	
	
	
	

	Size of Health
	0.26**
	0.04**
	0.22**
	1.36**
	1.02**
	0.35**

	Agenda 1997-99
	(0.16)
	(0.01)
	(0.15)
	(0.53)
	(0.33)
	(0.22)

	
	
	
	
	
	
	

	Ranney Index
	-91.32
	-14.77
	-76.55
	-715.76
	-553.79
	-161.98

	1997-1999
	(255.76)
	(29.68)
	(208.34)
	(1489.48)
	(1010.41)
	(343.52)


Cells represent Sobel Test coefficients with bias-corrected bootstrap standard errors in parentheses. * p < 0.05, ** p < 0.01, one-tailed tests.

Table 3:  Total Indirect Effect of Energy Variables on the Total Number of Health PACs
	Energy Variable
	Total Indirect Effect 

(Standardized Beta)

	Percent of Pop. Age  65+
	0.192

	
	

	Percent Workforce in Health Sector
	0.154

	
	

	Percent of State Expend.  Medicaid
	0.243

	
	

	Size of Health Agenda 1997-99
	0.294
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Figure 3: Path Analysis 
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Values represent standardized regression coefficients.  * p < 0.10, ** p < 0.05, *** p < 0.01, one-tailed tests.
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� This three to one ratio of contribution dollars from connected PACs to dollars from unconnected PACs is also true within contributions to each party.  Connected PACs account for 74.05 percent of contributions to Democrats in the states and 76.78 percent of contributions to Republicans.  Overall, GOP contributions ($25,368,300) somewhat exceed those to Democrats ($20,222,100). Note these numbers exclude a smaller amount of contributions to third party candidates. There are no significant differences in the two-party distribution of PAC contributions between non-connected and connected PACs.  


� Due to the skewed nature of contributions, it is also useful to look at the differences in terms of median contributions.  The median contribution for non-connected PACs is $500, with an IQR of $200-1,000.  The median for connected PACs is $4,500, with an IQR of $1,150-16,238.  


� National Institute on Money in State Politics.  Political Giving Database.  �HYPERLINK "http://www.followthemoney.org"�http://www.followthemoney.org�


/index.phtml (accessed 8/2007 - 9/2007).


� Nor does the FECA legislation for that matter since the term PAC does not appear.


� The National Institute has now (May 2008) reorganized its website so that campaign contributors are reported by different categories altogether.


� The exceptions are as follows: Arkansas (2000), Delaware (2000), Mississippi (1999), Nebraska (2000), New Jersey (1999), Oklahoma (2000), South Dakota (2000), Virginia (1999).  


� The state lobby registration data we employ have been described more fully elsewhere (Gray and Lowery 2001).  Briefly, however, lobby registration lists were gathered by mail or web page from state agencies responsible for their maintenance.  After purging the lists of state agencies in states requiring their registration, organizations registered to lobby – rather than individual lobbyists – were coded by organizational type (membership group, institution, or association) and interest content (26 guilds of substantive interests) using directories of organizations and associations and the web pages of individual organizations.  A second coder then examined the coding assignments with discrepancies resolved via discussion between the two coders.   Only 1.58 percent of the 35,928 organizational lobby registrations in 1997 could not be coded by type or substantive interest.  The organizations in the health category among the complete population of guilds were then recoded by substantive interest using the 18 categories reported in Lowery and Gray (2007).  Only 38 organizations or 0.66 percent of the 1997 health population could not be coded by these categories of substantive interest.  Fortunately, previous work indicates that the stringency of state lobbying registration requirements has little impact on the density (Lowery and Gray 1997; 1994) and diversity (Gray and Lowery 1998) of state interest communities.  


� The initial coding examined 18 subtypes of health organizations.  Following Lowery and Gray (2007) we use a somewhat more aggregated set of health interests, including the following organizations: direct patient care, drugs and health products,  health finance, local government health agencies,  health care advocacy,  health professional associations, and  health education institutions


� Data are collected using the Healthy People 2010 data archives for 1998.  DATA2010 Jan 2008 Edition Objective 16-01c.


� Data are collected using the Healthy People 2010 data archives for 1998.  DATA2010 Jan 2008 Edition Objective 19-02.


� Data are collected using the Healthy People 2010 data archives for 1998.  DATA2010 Jan 2008 Edition Objective 27-01a.


� Data are collected using the Healthy People 2010 data archives for 1999.  DATA2010 Jan 2008 Edition Objective 03-01.


� Data are collected using the Healthy People 2010 data archives for 1998. DATA2010 Jan 2008 Edition Objective 01-01.


� State-level data from the 1998 Current Population Survey.


� Bureau of Labor Statistics, State Occupational Employment and Wage Estimates; available at http://www.bls.gov/oes/, accessed March 2008.


� Milbank Memorial Fund, National Association of State Budget Officers, and The Reforming States Group.  1998-1999 State Health Care Expenditure Report, Copyright 2001, Milbank Memorial Fund, Table 14 & Table 41, p.52.  


� Since this measure is inversely coded, with values near one indicating one-party dominance and values near 0.50 indicating balanced party strength, negative estimates will indicate that party competition promotes mobilization.  Although the variation across years in the values of this variable is not great, we include the average to control for lagging and leading effects of political influences on PAC activity.


� Bill count data was collected from the "State Full Text of Bills" database on Nexis Academic Universe. The database is maintained by LexisNexis, a division of Reed Elsevier Inc, and is available for a fee at �HYPERLINK "http://www.nexis.com"�http://www.nexis.com�.   The database contains bill text files of all bills considered by each statehouse in a calendar year with each bill assigned a set of subject codes, providing a separate listing for each revised version of a bill in the database.  For example, Alabama House Bill 175, which appropriated $4,564,831 to the Department of Public Health in 1997, was listed five times in the database: one entry was the initial version, three were revisions, and the fifth was the enacted bill.  Multiple counts are appropriate because the concerns of organized interests about bills should heighten as they move through the legislative process.  Again, a although the variation across years in the values of this variable is not great, we include the average to control for lagging and leading effects of political influences on PAC activity.  In terms of variation across states, the average number of bill counts in 1997 was 278 and ranged from a low of 17 in Kentucky to a high of 1,409 in California


� Campaign finance laws were gathered from: Edward D. Feigenbaum, and James A. Palmer. Campaign Finance Law 98: A Summary of State Campaign Finance Laws with Quick Reference Charts. Washington DC: Federal Election Commission, 1998.  Term limit information gathered from: Jennie Drage Bowser “The Term Limited States.” February 2006. http://www.ncsl.org/programs/legismgt/about/states.htm (accessed 8/2007).


� Due to our small sample size, we employ bias-corrected bootstrap standard errors with 200 simulations.  See Patrick Shrout and Niall Bolger. 2002. Mediation in Experimental and Nonexperimental Studies:  New Procedures and Recommendations,” Psychological Bulletin 7: 422-445 for additional details on using this technique for mediated relationships.  


� We use total health PACs as the dependent variable for illustrative purposes.   Because the pattern of effects from the independent variables is similar across dependent variables in OLS and mediation test, we chose to present path analysis results for only one dependent variable.  The path analysis results replicate across the other four out of five of the other dependent variables (numbers of unconnected health PACs, total health PAC contributions, connected health PAC contributions, and unconnected health PAC contributions).  Like the OLS analysis, the results differ for numbers of connected PACs.  These additional analyses are available from the authors. 


� In a linear system, the total causal effect of a variable x on a variable y is the sum of the values of all the paths from x to y.  See Duane Alwin and Robert Hauser.  1975.  The Decomposition of Effects in Path Analysis.  American Sociological Review 40: 37-47 for additional information on calculating effect sizes.  
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