Gaming Arizona: Public Money and

Shifting Candidate Strategies

Michael Miller, Cornell University

ince public election financing was

first implemented during the wave of
post-Watergate reforms, the burning
question has been, “does it work?” Eval-
uations of public financing have focused
on its primary objectives, which are de-
signed to address familiar grievances:
Elections are too expensive and not com-
petitive enough. Corporate PACs and
other “special interests” contribute dis-
proportionately to incumbents because
they are interested in purchasing influ-
ence. Candidates must devote so much
time to fundraising that little is left for
other campaign tasks. Lost in these con-
siderations, however, is the fact that
mandated financial parity changes the
strategic environment candidates function
in, altering their decision making and
potentially changing the nature of elec-
tions. As fully subsidized elections gain
increasing ubiquity in the United States,
reformers must decide whether this is a
cost worth bearing.!

Given its status as the most gener-
ously funded system of public election
finance, Arizona is an ideal location to
look to for unintended consequences.
Some states, such as Hawaii and Wiscon-
sin, have long employed public financing
schemes with subsidies that partially
cover the cost of a campaign, but
Arizona’s Citizens’ Clean Elections sys-
tem fully funds eligible candidates.
Passed as a public ballot initiative in
1998, the Citizens’ Clean Elections Act
was implemented in time for the 2000
election. As it is in all subsidized pro-
grams in the post-Buckley regulatory
environment, participation in Clean Elec-
tions is voluntary. However, participating
candidates agree to abide by strict spend-
ing limits. Legislative candidates are
provided with a subsidy equal to the
spending limit, so long as they are able
to demonstrate viability by successfully
soliciting at least 210 contributions of
exactly five dollars.? In other words, by
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accepting public financing, candidates
agree to forego any additional sources of
finance and to spend only the sum of the
grant.

Subsidies covering the entire cost of a
campaign are themselves unique, but the
availability of matching funds marks the
Arizona system as a paragon of generos-
ity. Matching funds allocations are grants
given to participating candidates when
they are outspent; the extra subsidies
mandate financial parity even when not
all actors participate in the program. In
primary elections, matching funds are
triggered when money is spent. In gen-
eral elections, participating candidates
are matched when either their opponent
raises money or an independent expendi-
ture is made.? In either instance, expen-
ditures beyond the publicly financed
candidate’s subsidy amount are matched
dollar for dollar to an aggregate limit of
three times the original allocation. From
the perspective of a non-participating
candidate, once the original subsidy
threshold is breached, a dollar spent is in
effect a dollar contributed to the other
side. The importance of matching funds
is perhaps best understood by an exam-
ple of publicly funded candidates in par-
tially and fully funded states running
against an opponent who raises and
spends $75,000 (Table 1). In a system of
partial funding, in which a candidate re-
ceives a subsidy equivalent to 45% of
the spending limit (as is the case in Wis-
consin), a publicly funded candidate
would still be facing a spending deficit
of nearly $64,000.* In Arizona’s Clean
Elections system, however, opponent’s
expenditures would trigger matching
funds allocations, preserving funding
equality.

The elimination of the funding gap is
the keystone of Clean Elections’s prom-
ise. Arizona’s program diverges from
previous attempts at public financing,
which have employed only partial subsi-
dies and have been far from overwhelm-
ingly successful. Partial subsidies have
proven ineffective in slowing spending
inflation in New York City municipal
elections (Kraus 2006) and Minnesota
state campaigns (Schultz 2002), but have
shown some promise in Wisconsin
(Mayer and Wood 1995). In terms of
enhanced competition, 13 years of guber-
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natorial elections from 1983 to 1996
yielded no measurable difference in com-
petition levels of publicly-financed elec-
tions compared to those funded by
private sources (Malbin and Gais 1998,
136). Two studies have found little
change in competitiveness for legislative
candidates in Wisconsin (Mayer and
Wood 1995) or Minnesota (Jones and
Borris 1985). However, a subsequent
examination of Minnesota races found
significant relationships between public
money receipts and challenger vote to-
tals, indicating a positive relationship
between subsidies and competitiveness
(Donnay and Ramsden 1995). As to the
effectiveness of public money in dimin-
ishing the role of special interests, an
early look at Minnesota found that public
funds had helped individual interests
(private contributors) to gain an aggre-
gate dollar advantage over special inter-
ests (Jones and Borris 1985). Seventeen
years later, however, Schultz (2002)
found that Minnesota’s PACs simply
channeled their money through soft
money and lobbyists, resulting in little
net difference.

While it is unclear whether partial
subsidies have had any real effect, it is
worth noting that the basic candidate
experience in those systems remains rela-
tively unchanged. Candidates in partial
funding systems still must raise money
from external sources, and given the
well-documented funding gap between
challengers and incumbents (e.g., Herrn-
son 2004, 160; Cassie and Breaux 1998),
it should not be terribly surprising if the
former still find themselves well behind
on Election Day. Clean Elections, how-
ever, not only removes fundraising from
the candidate experience with full subsi-
dies, but the matching funds provision
also means that participating candidates
can be outspent in only the most excep-
tional cases. A guarantee of adequate
funding, combined with mandated finan-
cial parity between participating and
nonparticipating candidates, makes Clean
Elections an entirely different policy.
Compared to evaluations of its predeces-
sors, studies of Clean Elections have
been markedly positive, even if the
program’s youth has precluded broad
study. A 2002 General Accounting Office
study was cautiously optimistic as to the
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Table 1

Public Funding Scenarios

Funding Opponent Spending Subsidy Matching Funding
Mechanism Spending Limit Amount Funds Gap
Clean Elections $75,000 $25,000 $25,000 $50,000 $0
Partial Funding $75,000 $25,000 $11,250 — $63,750

law’s effectiveness (General Accounting
Office 2003). Four years later, Mayer,
Werner, and Williams (2006) concluded
that Clean Elections has indeed enhanced
competition. Francia and Herrnson
(2003) found that candidates accepting
full public subsidies devoted significantly
less time to raising money than candi-
dates in other states employing more tra-
ditional funding mechanisms, including
partial public assistance.

For all the apparent success of the
program to date, there is a vast potential
for unintended consequences that must
be considered. The enhanced availability
of money alone is sufficient to change
tactical considerations of candidate entry,
but the generous matching funds provi-
sion leads to altered campaign strategy
and spending patterns of Arizona’s pri-
vately financed candidates. In short, non-
participating candidates in Arizona are
using matching funds to achieve maxi-
mum financial advantage, shifting tradi-
tional conceptions of campaign strategy
as they modify their spending patterns to
minimize the impact of “clean” money.
The resulting environment may under-
mine the spirit of the law itself. While
Clean Elections may well have achieved
some of its stated objectives, for better
or worse, the law has fundamentally
changed campaign strategy in the Grand
Canyon State. As an increasing number
of states and municipalities move toward
full funding, the experience of Arizona in
this regard is worth noting.

Data and Methodology

Arizona’s liberal matching funds allo-
cations make it the ideal case for analy-
sis. If matching funds have resulted in a
different sort of campaign, then it is rea-
sonable to expect that the effect is most
detectable there. I sent electronic and
paper surveys to all registered primary
candidates for legislative office in the
2006 Arizona election.’ Of 186 regis-
tered candidates, I received 69 responses,
for an overall response rate of 37.1%.
This response rate is lower than the cus-
tomary level for survey research, but it is
consistent with previous surveys of elite
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candidate populations (e.g., Francia and
Herrnson 2003; Howell 1982). Given the
challenges of its relatively small size, the
interview sample presents a reasonable
approximation of the general candidate
population with the exception of Demo-
crats and Republicans being over- and
under-represented, respectively (Table 2).

I designed the initial round of surveys
to capture information regarding cam-
paign time usage and overall candidate
attitudes. However, a number of candi-
dates wrote notes expressing concern that
the original survey was not capturing
unintended consequences of the Clean
Elections law. I therefore re-solicited the
respondent sample for personal inter-
views, and 16 of the original survey re-
spondents agreed to move to the second
phase of the study, discussing their expe-
riences in recorded interviews collected
in person at locations throughout Arizo-
na.’ I transcribed responses and coded
for strategic and emotional concerns. |
obtained data on matching funds distri-
butions from the Citizens’ Clean Elec-
tions Commission, Arizona’s public
funding regulatory agency.

Shifting Strategies

Nonparticipating (traditional) candi-
dates must pay careful attention to ex-
penditure levels so as not to benefit a
publicly funded opponent. One tradi-
tional candidate described a campaign
that was “very calculating in how much

we sent out to keep spending as low as
possible” in an effort to mitigate this
effect. Another traditionally funded in-
cumbent reached the same conclusion,
saying, “If I raised $100,000 and he
capped out at $69,000 that would give
me a $30,000 advantage. I don’t know
that I could raise that much, so I think
we would probably be equal. I would
spend a lot of time and money raising
that money ... just (to) give it to him.”
Still another incumbent clearly articu-
lated the degree to which matching funds
call for careful attention to spending:

I don’t want to raise money and give
my opponent money. If I can keep the
spending down, me as an incumbent, [
have a tremendous advantage ... If I am
a traditional candidate, and I raise
$50,000, he’s going to get that money,
and he’s going to use it to get more vot-
ers out. So I'm getting advice from both
camps now. I’'m getting advice that says
“you need to raise $100,000, because
you need to get your message out, you
need to get your voters out,” and I hear
the other people are saying “you need to
go clean, because you don’t need to be
raising money for him, and in a low
spending race, it’s you as an incumbent
that has the advantage.”

The desire for cost efficiency is
present in all campaigns, but the effects
of matching funds shift the spending cal-
culus well beyond simple husbandry.
While all traditional candidates inter-
viewed expressed concern about the
effect of matching funds on their oppo-
nents, some described conscious deci-
sions to withhold expenditures for items
that may have increased their perfor-
mance at the polls:

Every dollar I spend over the threshold
starts feeding the alligator trying to eat
me. So I have to be very careful with

how I spend money, which meant that I

Table 2
Representativeness of Candidate Sample
Survey Interview

Population Sample Sample
Democrats 34.0 39.7 62.5
Republicans 58.7 52.9 37.5
Challengers 26.3 441 31.25
Incumbents 32.0 30.9 43.75
Open Seats 41.7 25 31.25
Primary Winners 77.4 80.8 87.5
Accepted Clean Elections Funds 60 67.6 75.0
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sent out a lot less mail and held a lot
less events than I would have but for my
hands feeling like they were tied under
this system. That really irritated me, be-
cause I'd say “I"d love to rent a big tent,
and we’ll have an old-fashioned ice
cream sundae thing in the park” or what-
ever, but I didn’t want to do it unless
everything was absolutely essential so
that we didn’t trigger more money to our
opponent. Quite honestly, I would have
sent probably twice as much mail.

Stories like this one were echoed by
every candidate who had ever run tradi-
tionally against a Clean Elections oppo-
nent. One challenger who ran with public
money observed that “those who want to
go for the hundred thousand dollar cam-
paign, they’re not so sure they want to
do it because they don’t want to give me
matching funds. I’'m sure that they don’t
want a level playing field.” Another chal-
lenger noticed that her traditionally fi-
nanced opponent had stopped spending
in order to avoid triggering matching
funds: “He spent just the amount in the
general election to avoid having to give
me matching money.”

While traditional candidates ponder
the advantage of not spending, those who
accept public subsidies care little if their
opponents spend large sums because they
are protected by matching funds. When
asked whether he would take issue with
his opponent spending $75,000 against
him, a first time challenger in a long-
shot race said, “That would be O.K.,
because I like the matching funds clause.
If my opponent wants to go raise tradi-
tional funds so I can get more money to
spend for my campaign, I think I’'m fine
with it.” However, there is a great deal
of anxiety among participating candi-
dates regarding the timing of opponent
expenditures. One newly elected legisla-
tor, fresh from a tough fight in the gen-
eral election, echoed the sentiments of
the others, but added an important clause
(emphasis added):

I think in some ways (my opponent)
does think about (the effects of matching
funds), and he limited his fundraising. T
only got $2,500 in matching funds be-
cause of that. And he had a primary, and
his one opponent was Clean Elections,
and the other two were traditional, and
the other two raised money like they
were running a traditional campaign, not
realizing that it impacted the Clean Elec-
tions candidate in huge ways. That
Clean Elections candidate got huge
amounts of money. But they wait until
the last minute and spend it, to avoid
that.

The belief in the existence of strategic
expenditure timing is ubiquitous. Accord-
ing to every informant I interviewed,
traditionally funded candidates try to
maximize the competitive effect of the
money that they do spend by releasing
funds at the last moment, giving the
Clean Elections candidate little time to
react. Traditional candidates conceded
that while the timing of expenditures was
not an initial component of their strategy,
by the end, it was crucial in maintaining
control of the political message. So,
while late spending “[was not] like a
Manhattan plan or anything, [it] was part
of our thinking ... let’s spend as little as
possible early on, so that we could con-
trol the debate.” By releasing a mailing
on the Friday before the election, tradi-
tional candidates are aware that even if
their opponent is matched on the same
day, it is prohibitively difficult to spend
money over the final weekend in any
meaningful fashion.

One experienced candidate described
how traditional candidates maximize
their strategic advantage: “You want to
have a strategy and a plan of using those
funds so that the matching funds are
least beneficial to your opponent. In
most cases you would think that that’s at
the last second, so they can’t counter it. |
think there’s benefit to that. I think that’s
wise.” An incumbent who funded her
campaign traditionally said, “We ...
think about [spending at the last minute],
frankly. At least I do. Sometimes we may
have planned what we’re going to do,
but we don’t initiate anything, because
the minute we sign a contract or the
minute we initiate anything, we have to
report.” Other candidates detailed how
one can “really ... work the system” by
“spend[ing] money at the last minute if
you’re a traditional candidate ... the
clean candidate gets that money, that
match, the day before the election.”

An incumbent with multiple cycles
of election experience described this
phenomenon:

In terms of opponents incurring expendi-
tures right before the elections, you
know, the Friday before, that’s happened
both times that I’ve ran. And so you
pick up a check from the Clean Elec-
tions department, you know, that Friday
night, for the matching money, good
luck trying to spend $5,000. So that has
definitely played into most campaigns
now, you know, people know that if you
are going to go over the expenditure
limit, you do it that weekend before.

Yet another legislator noted that cam-
paign strategy has fundamentally
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changed as candidates play this game
with ubiquity:

If a traditional candidate waits towards
the end, and has some expenses that go
over the limits, then the Clean Elections
candidate gets matching funds, but if
you do that farther down the road and
the clean candidate doesn’t know about
it, then she’s not going to have much
time to plan how to spend that money,
so there’s some strategic advantages
that a traditional candidate has. It would
not be an exaggeration to say the

Clean Elections is shifting strategic
considerations.

Available data supports the existence
of this trend.” As Table 3 indicates, in no
election since 2002 has the proportion of
matching funds expenditures released in
the last week of a cycle fallen below
one-third. Some of this activity is attrib-
utable to the natural flow of campaign
spending, but if the traditionally financed
candidates who trigger matching funds
allocations are as conscious of the effects
of their spending as they seem to be, a
substantial portion of late spending is
delayed to maximize its strategic effect.
Further, matching funds allocations
within one day of the election generally
comprise a substantial percentage of
overall “last-minute” expenditures. In the
2006 general election, which the infor-
mants participated in, over 40% of ex-
penditures occurring in the last week
were released just hours before the polls
opened. The majority of these matching
funds allocations are no doubt resultant
of strategic expenditure as traditional
candidates and outside entities seek to
gain favor with the electorate while leav-
ing the publicly funded candidate little or
no opportunity to respond.

Traditional candidates who purposely
spend late have little sympathy for their
publicly funded opponents, viewing a
failure to adequately prepare for the ex-
penditures on the final weekend as a
lapse in proper planning. One legislator
who had run as a traditional candidate
described the importance of a prefabri-
cated plan for publicly funded candidates
to deal with late spending, saying, “I
think I’'m a good enough campaigner and
strategist to figure that out.” Some Clean
Elections candidates who actually faced
this situation effectively anticipated late
expenditures, and took steps to respond.
One incumbent who had been the victim
of last-minute attacks by traditionally
funded candidates in the past behaved
differently the next time, saying, “I got
smarter the second time around ... think-
ing that our opponent would probably
spend, and (I) had a strategy ready to go
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Table 3

Timing of Matching Funds Allocations, 2002—2006

Primary Election

General Election

Matching Fund

Allocations Within
One Day of Election

Allocations Within

Matching Fund One Day of Election

Matching Allocations Within (Percentage Matching Allocations Within (Percentage
Funds One Week of of Last Week Funds One Week of of Last Week

Year Allocations Election Allocations) Allocations Election Allocations)
2006 95 48 10 124 44 18

(50.5%) (20.8%) (35.5%) (40.1%)
2004 120 54 11 124 56 6

(45%) (20.4%) (45.2%) (10.7%)
2002 119 50 38 107 69 22

(42%) (76%) (64.5%) (31.9%)

on how we could spend that money
quickly if we got matched.” Another ex-
perienced candidate said that when inde-
pendent groups spent money against her
in the closing weeks, she was ready to
respond by hiring a group of people will-
ing and able to walk on her behalf:
In my last race, every other day there
was a hit piece. Every other day I would
get matching funds. What do you do
when you get $4,000 right before the
election? If you’re smart, you have a
strategy, and you think, “O.K. if I get
$4,000 two weeks out, I'm doing this.”
If T get it right before the election, 'm
doing something else. I'd already pre-
planned that I would hire union people
who were out of work to work on Elec-
tion Day for me, because it was some-
thing that represented my values, and
was a financially prudent thing to do.

The expectation of strategically timed
spending was not limited to those with
political experience. One first-time candi-
date in a crowded primary field had
heard the stories of last-minute spending
in other races, but had failed to assemble
a formal response plan. However, the
possibility of spending during the final
weekend was present in the back of his
mind, and he was able to mount an ef-
fective counterattack in the last moments
of an ultimately unsuccessful campaign.
In his case, it was an independent group,
and not the opposition, that released
funds with only days remaining before
the election:

I was attacked by a group ... they put
out a hit piece. | was able to use that
immediately to get myself qualified for
another $3,000 worth of money to send
out my own extra last minute piece,
which was a really good one actually ...
I barely had time to respond. I had run
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out of money, because that’s what hap-
pens. I really wanted to do another
piece, but I just couldn’t budget for it.
So I had a couple of ideas sitting on the
back burner, and then it just happened.

Despite the preparedness of some of
their peers, many publicly funded candi-
dates were not so savvy, and were caught
unaware. Another first-time challenger
described feelings of helplessness accom-
panying the realization that large amounts
of money had been spent against him at
the last minute, leaving him with match-
ing funds but no time to spend them:

The last day, or the day before the elec-
tion, they do all this stuff, and you don’t
really have time to plan real well. I could
do better if I did it a second time. As a
matter of fact, I gave some money back,
because I got five or six thousand dollars
the last day. The traditional people, they
do that so well. Some people said “you
should do something” and I said I can’t
use it effectively, and I’ll give it back.

Another neophyte faced a similar situa-
tion, confronting feelings of disappoint-
ment with a system that was supposed to
guarantee an even playing field. Outspent
at the last minute, she was unable to re-
spond, and faced the reality that despite
her expectation of financial parity, she
had been outflanked in the election’s
closing hours:

I believe [my opponent] spent a great
deal of money in the time after the last
reporting of expenses and income, so
that I wouldn’t have to balance, so that
they wouldn’t have to balance how
much money I had with how much she
had. You can’t plan; you can’t buy the
media if you don’t know what they’re
going to do. It would happen in a regu-
lar campaign anyway, but to be on the

same playing field, we’re not, because
Clean Elections candidates are guaran-
teed this amount of money and the
others are not, but if they get to this
amount or higher, we’ll raise the bar.
And they can eventually outspend you.
That’s not fair.

Discussion

The allusion to fairness in the passage
above is an important one. From the per-
spective of participating candidates,
Arizona’s Clean Elections system was
supposed to move away from politics as
usual to something better, empowering
challengers with adequate resources
while mandating financial equality
among all contenders. However, while
the matching funds provision has suppos-
edly eliminated the financial gap be-
tween political haves and have-nots,
an emotive gap remains. Traditional can-
didates view themselves as in control
and on the offensive. They take a cool
view of the shifting timing of campaign
spending, describing strategic expendi-
tures with such words as “smart,”
“well-thought,” and “wise.” There is a
universal recognition among them that
when it comes to spending, later is al-
most always better.

Publicly funded candidates play de-
fense, powerless to behave proactively
and forced to guess when the opposition
will make a move. Challengers in partic-
ular know that if they are to swing votes
in their favor, they must be able to spend
money. Withholding expenditures until
the final days of an election cycle allows
traditional candidates to effectively con-
trol the funding of their opponents, and
given little time to respond, publicly
funded candidates can be left holding the
bag. These candidates, and particularly
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those running their first campaigns, re-
port feelings of frustration and anxiety
stemming from participation in a system
that they believe falls short of its prom-
ised goal of “fairness.”

Despite an emotional difference be-
tween the two groups, when traditional
candidates directly face participating can-
didates, neither is fully in control. Once
they near the spending limit, nonpartici-
pating candidates subvert their expendi-
ture instinct to the realities of matching
funds, suppressing spending and/or fund-
raising so as to avoid the issuance of a
check to their opponent. While they may
have the resources to hold an ice cream
social, the benefit must be weighed
against the cost of bolstering the opposi-
tion. Participating candidates wring their
hands in anticipation of strategically
timed last minute expenditures, often un-
able to preempt such moves with activity
of their own because, in the last stages of
an election, they themselves have reached
the spending limit. Indeed, when the abil-
ity of outside groups to trigger matching
funds allocations is considered, it can be
said that even candidates running in elec-
tions in which all participants are pub-
licly financed experience a great deal of
strategic uncertainty.

Notes

*The author acknowledges Peter Enns, Theo-
dore Lowi, Sherry Martin, Walter Mebane, and
two anonymous reviewers for advice. I would
also like to thank the department of government
at Cornell University for financial support of
data collection, and two great friends, Nicholas
and Angie Behm, for allowing me to use their
home as a base of operations in Phoenix.

1. Nearly half of the states currently employ
public funding in some form. Partial subsidies
(those covering a percentage of campaign ex-
penses) have been commonplace since post-
Watergate reforms, but with the exception of the
presidential general election program, full public
financing has been deployed only since 2000. In
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