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Abstract:

American political campaigns have become a multi-billion dollar industry. Rather than assume that only political factors affect the campaigns that voters see, scholars must assess the importance of the business incentives associated with political consulting. Economic competition does not match political competition; firms compete for clients within the two major parties, against their political allies. I argue that the supply of firms in each party, the revenue models in the industry, the diversification of client types, and the cooperative structure in each party all may affect political campaigns. The way the industry operates and the different patterns of behavior within each party create incentives and practices that may alter campaigns in response to economic factors having little to do with optimal political strategy. Using two original surveys and a network analysis, I analyze how the industry is changing and how consultants in each party cooperate and compete.

Political campaigning is a multi-billion dollar industry. We may hope that campaigns serve to enable candidates to communicate directly with voters, but in practice they involve big business for professional consulting firms. These firms increasingly direct all aspects of campaigns. Their behavior as an industry likely affects the kinds of campaigns that voters see. Yet scholars have largely ignored campaigns as a business activity.

How do consulting firms compete for business? What is the structure of the industry? How might their economic competition affect American political competition? There are likely to be consequential differences, after all, across parties and over time in the operation of the campaign industry. Competition among consulting firms and evolving industry business models, though they are designed to generate income for consultants rather than to win elections, may affect the campaigns presented to voters. 

As the most prominent recent example, take the brains behind the candidates in the 2008 Democratic nomination battle. Hillary Clinton’s principal consultant, Mark Penn, was known primarily as a pollster obsessed with microtargeting (see Penn and Zalesne 2007). He took home multi-million dollar lump sum payments at a time the campaign was behind in fundraising (see Langley and Chozick 2008). Commentators bemoaned his inability to see the macrotrend of the 2008 election, the success of Barack Obama’s theme of change. Penn fought with Clinton’s other consultant, Mandy Grunwald, in a public spat over whether the message or the advertising was responsible for Clinton’s worse-than-expected performance (see Langley and Chozick 2008). Grunwald wanted more money for delivering her advertising, believing that paying Penn had only resulted in too many inconsistent messages. Penn was later demoted. Obama’s principal consultant, David Axelrod, is an advertising specialist who has run previous campaigns for Aftican-American candidates that draw white support. In the 2008 race, he recycled previously used themes, such as ‘Yes, We Can;’ this was the background in which Obama was accused of plagiarism for reusing words from a previous Axelrod client (see Zeleny 2008).

These anecdotes make it clear that the choice of consultants helps set the tone for campaigns. The relative experience of principal consultants in each business area, the financial incentives associated with different payment plans, the working relationships among consultants, and the connections between past and current work can all have important effects on the campaigns we watch. In most American elections, however, candidates do not have the luxury of choosing among the best individual consultants. They hire professional firms and vendors in a crowded market. We know that the eccentricities of each consultant and the unique business relationships involved in each transaction between consultants and candidates can have important effects. Yet we have no systematic evidence about how the business of politics works today.

This study provides the first broad view of how the industry works, how it is changing, and how the business practices of consultants in each party compare. Using two original surveys of consulting firms that serve candidates for Congress, I report how consultants make money and how they compete with one another. Using network analysis of consultant relationships, I reveal how the industry is structured and how consultants cooperate. The analysis is descriptive but it offers insights into incentives that may promote distinct campaign decisions. Though we assume that candidate incentives are central to campaign decisions, consultant business incentives may be just as important. Business competition in the campaign industry creates the framework for political competition between candidates. 

The Consulting Industry and American Campaigns: What We Know

Most political science research on political consultants uses interviews and wide-scale surveys. There is a long history of research that tracks the rise of consultants and their increasing importance (see Sabato 1981). In an edited volume of contemporary research on the topic by Thurber and Nelson (2000), we learn that consultants have divided campaign tasks into many categories, each with their own strategic considerations. According to each set of consultants, general strategists, pollsters, advertising creators and buyers, direct mail firms, and get-out-the-vote (GOTV) specialists, their activities and decisions are potentially important in determining candidate success. Dulio (2004) argues that in each category, some consultants are seen as the most influential and candidates with better consultants are seen as more competitive. Using international surveys of consultants, Plasser and Plasser (2002) argue that many of the same techniques are evident in campaigns throughout the world. American consultants focus on a unique type of message and organizing, they claim, but many of their tactics are exported to other campaigns.

Shea and Burton (2001) attempt to bridge the gap between academic theories and consultant practices. They describe what they consider consultant-centered campaigns and outline the new actors, incentives, tactics, and resources available to practitioners. They review how consultants help candidates create a campaign plan, research a district and race, use demographics and polling, produce advertising, generate free media exposure, and engage in opposition research, targeting, precinct analysis, fundraising, voter contact and GOTV. They seek to incorporate the insights of practitioners but primarily report the conventional wisdom of consultants. 

Some research takes it a step further, assessing whether consultant attitudes affect candidate behavior. Francia and Herrnson (2007), for example, argue that hiring consultants encourages candidates to take on some of their attitudes. Candidates with consultants are more likely to believe that negative campaigning is acceptable and that raising some kinds of issues is more acceptable. Yet not all research confirms that consultant strategy affects candidates. Rather than credit consultants with innovative strategic decisions, some evidence suggests that candidates often have little room to maneuver. When contextual features of a race are taken into account, independent consultant decisions no longer seem very influential. Howell (1982), for example, argues that state legislative election outcomes are produced by situational factors such as incumbency, candidate quality, and financial support rather than a campaign’s decisions, such as their relative focus on turnout, persuasion, endorsements, and fundraising. Sellers (1998) similarly argues that Congressional candidates determine their strategies based on obvious background features such as incumbency and district partisanship; consultants may not have much to add to these basic strategic calculations. 

Whether or not campaign decisions are rational strategies that anyone would implement, scholars have been able to predict candidate behavior based on a combination of obvious strategic imperatives and internal campaign organization. Bartels (1985), for example, finds that campaigns allocate organizational and staff funds in order to satisfy internal constituencies but allocate advertising and candidate appearances strategically to win votes. Yet much important candidate behavior is not predictable based on the incentives that scholars have identified. Sides (2006), for example, shows that neither ‘party ownership’ nor a candidate’s previous record in office have much predictive power for determining the issue agenda of a candidate’s advertising campaign. Public salience and some district demographic factors are important but there is lots of unexplained variation in candidate issue agendas. This variation in campaign behavior may turn out to be driven by consultant decisions, either because consultant opinions differ across campaigns or because consultant interests sometimes diverge from candidate interests.

Competition and Incentives in the Campaign Industry


Even though campaigning is an industry, driven at least in part by commercial incentives and bottom-line competitive pressures, scholars know little about how business practices might affect political campaigns. It may be important to know how competition is structured or how the industry is changing. It may even matter how the deals are structured, which consultants work together, and which firms commonly compete for clients. 

Four examples motivate this descriptive investigation. In each case, campaign behavior may depend on how consulting firms operate as businesses. The first and most acknowledged case is based on how consultants are compensated. If consultants are paid by flat fee, they have little incentive to make any particular decision. If they are paid by victory bonus or fees contingent on winning, they presumably have incentives to act in the candidate’s electoral interest. If, however, they are paid more when the campaign spends more, they may have an incentive to direct funds toward high-cost expenditures such as television advertising; if these funds are dependent on contributions, they may also favor increased candidate attention to fundraising. These are common consultant recommendations (see Ganz 1994). If payment by expenditure were indeed a dominant type of compensation, it would lend some plausibility to the possibility that incentives matter.

Second, the peculiar calendar of the political consulting industry may encourage changes in our political discourse. Consulting firms need to generate income every year but federal campaigns are concentrated every two years. If major consultants move beyond electoral campaigns, beyond American borders, or into localities in these off years, we may see an extension of the kinds of techniques we see in U.S. national political campaigns. Are consultants working on legislative campaigns, blurring the boundary between campaigning and governing? Are they extending their reach abroad? Given concerns about the ‘permanent’ campaign (see Blumenthal 1980) and the ‘Americanization’ of campaigns (see Plasser and Plasser 2002), consultant incentives should be assessed as a potential factor in both trends. If consultants are instead attempting to work on federal campaigns every year, we might suspect the campaign season to continue to grow longer. These possibilities can be assessed with a single question: where are consultants generating revenue in off-cycle years?


Third, the organization of the consulting industry is odd compared to other sets of economic competitors. They are mostly divided by partisan orientation, with Democratic firms rarely in economic competition with Republican firms despite their regular political opposition. This kind of structure allows economic inefficiencies; for example, one side might feature more competition or less favorable terms for candidates but firms would be unlikely to succeed in jumping the fence to compete on the other side. In addition, many firms seem to offer both competitive and complementary services, often acting as vendors for other firms that provide similar services. If the type of competition or the distribution of service offerings differs across parties, different candidates may have access to alternate organizational models of political campaigning.

Also out of the ordinary in most industries, many consulting competitors regularly cooperate with one another. In the anecdote from the consultants fighting it out in Hillary Clinton’s 2008 campaign, it was clear that the cooperation is not always smooth. If consulting firms select regular partners, it may signal a more stable pattern of relationships. If everyone works with everyone else, it may operate more like a free-for-all determined each election cycle. Alternatively, a few major firms may form the core of each party’s network, with everyone else fighting to partner with them. In any case, the structure of cooperation in the industry might tell us something about what to expect from campaigns that often involve multiple firms.


In all four of these cases, characteristics of the political consulting industry, as a business, likely affect the incentives of consulting firms. It does not seem like much of a leap to predict that an industry’s practices and incentives affect its products, in this case the political campaigns that voters experience. We can thus far only speculate about how much business incentives drive political behavior. Given what we already know, however, it is well worth investigating what those incentives are, how they are changing, and how they operate in each party.

Popular Critiques of the Campaign Industry

Attention to the role of consulting business incentives in driving campaign decision-making is limited in academic scholarship but not in popular discourse. From cable news pundits to popular bloggers, many critics bemoan the influence of consultants on our politics (see Ganz 1994; Dickinson 2007). These critics see consultants as making poor decisions for their candidates with a devastating impact on democratic debate and voter participation. Their critiques are more focused on the economic factors that influence campaigns than related academic research but less apt to include systematic research on consultant decisions. They rely instead on insider accounts of particular campaigns.


Two examples stand out in this genre: Joe Klein’s Politics Lost (2006) and Jerome Armstrong’s and Markos Moulitsas Zuniga’s Crashing the Gate (2006). Klein argues that consultants have ruined politics by prioritizing their own aggrandizement. He also criticizes many specific consultant decisions, arguing, for example, that Al Gore lost the 2000 election partly as a result of poor consulting. He is attentive to several features of the industry that affect campaigns, especially turf battles among consultants. He cites several examples of intra-campaign consultant conflict in the 2000 and 2004 presidential elections. He also points to party differences, arguing that the Republican side has a clear pecking order among consultants and more centralized distribution of consulting roles by the party. In addition, Klein argues that campaigns focus on television advertising because of monetary incentives built into the consulting industry.


Armstrong and Zuniga (2006), two of the most popular Democratic bloggers, argue that the Democratic Party is more centralized in its allocation of consultants, forcing candidates to accept mediocre consultants. They believe that the compensation models used by consultants promote irresponsible behavior, arguing that the models used by Democratic consultants are worse than those used by Republicans. Their critique of the Democratic Party presumes that consultants in each party operate differently; yet they conduct no systematic comparison. Are the differences between Republicans and Democrats identified by Klein as well as Armstrong and Zuniga reflective of the whole industry or just a select group of consultant that have worked on the past few Presidential races? Which critique of the differences between parties is correct, Klein’s contention that the Republicans have clearer patterns of cooperation or Armstrong’s and Zuniga’s contention that the Democrats centralize their consultant allocation? How widely practiced are the business models that popular commentators identify and disdain? Are there other incentives created by the industry that may affect campaigns, whether or not they are worthy of criticism? Because scholarship has lagged behind popular commentary in addressing the consulting industry, we lack answers to these questions. As a starting point, it is important to investigate how widespread each set of consulting business models have become, how the competitive pressures differ over time and across parties, and what the cooperation patterns among consultants can reveal.

Data and Method

The descriptive analysis pursued here uses three techniques to begin the investigation of political consulting as an industry. First, I review the business practices that they report, with an eye toward common behaviors and differences in practices across parties. Second, I look for changes in opinions and practices by investigating how reports change over time. I also look for signals of future changes from differences in consultant practices across cohorts; a newer generation of consultants may be beginning to distinguish itself. Third, I look at working relationships among consultants: which firms work with which other firms on the same campaigns? I look for patterns of cooperation and compare across parties.


Much of the analysis is based on survey research. After the 2002 and 2006 election cycles, I sent questionnaires to the principal consultants of firms involved in at least two major campaigns.
 In each of the two populations, I included firms that served as general strategy or media consultants for at least two House, Senate, or Gubernatorial races. I sent questionnaires to all consultants who fit these criteria using population lists from The Hotline and Campaigns & Elections magazine. Identifying campaign consultants from these sources is standard practice for studies of consultants (see Medvic 2003). Requiring work on two campaigns for inclusion in the population also limits the population to those that are professional consultants, rather than extended campaign staff (see Medvic 2003). Yet some previous survey-based analyses of the consulting industry by Dulio (2004), Thurber and Nelson (2000), and Plasser and Plasser (2002) use a larger set of potential respondents. This practice provides a larger sample size but dilutes the pool with opinions from consultants that do not have a major role in American national campaigns. It also sometimes includes those that operate as vendors, performing a few services but not acting as general consultants making key decisions for candidates. The surveys used here sacrifice sample size in order to focus only on key consultants, especially those operating in federal races.


In 2002, 148 consultants met the criteria and 58 responded to the survey, for a response rate of 39%.
 In 2006, only 90 consultants met the criteria and 27 responded to the survey, for a response rate of 30%. The decline in consultants meeting the criteria likely indicates some consolidation in the industry, at least at the top level: fewer consultants now advise multiple important clients. The second survey included many of the same items but also several new items. Three consultants responded to the survey in both 2002 and 2006; when I combine data from both surveys, I use the most recent response from each respondent. The demographics in the sample analyzed here are largely consistent with previous samples of U.S. consultants (e.g. Dulio 2004 and Thurber and Nelson 2000), even though I included only consultants who are in a position to implement their views in important races.


The second method used in the research is network analysis. Using the same lists of consultant sign-ups published in The Hotline and Campaigns & Elections magazine for the 2002 cycle, I construct affiliation networks with two-mode network data for each party.
 The nodes of the affiliation networks are consulting firms. The number of campaigns that each pair worked on together measures the strength of their ties. Though the links do not imply regular communication between firms, they do indicate that a candidate hired both firms for the same race. Network analysis is also used as a descriptive technique in this research, though it allows for an investigation of links between consultants whereas the survey results allow only comparison across consultants. 

Politics as a Business

The political industry has a diverse client base, multiple revenue models, and a variety of products that contribute to the bottom line. The results indicate that even top-level consultants that run U.S. Congressional campaigns are not exclusively focused there. Likewise, even the general strategy and media firms analyzed here offer additional services and have multiple revenue streams. As expected, the ways they earn their money do raise questions about their incentives as important participants in the democratic process.

Table 1 reviews the revenue streams associated with each type of client for major U.S. consulting firms. The first column shows the average firm estimate of revenue from each source in federal election years; the second column shows the same estimates in off-cycle (odd) years. In federal election years, the average firm takes in 38.7% of its revenue from federal candidates and 27.1% from state and local candidates, with the rest split between parties, initiative campaigns, interest groups, and international campaigns. In off-cycle years, the average firm takes in only 9.1% of its revenue from federal elections but takes in 37.3% of its revenue from state and local candidates. In off-cycle years, revenue from interest groups and businesses jumps from 12.8% to 31.9%. Revenue from international firms goes up by more than half, but still comes in at only 3.5% of revenue. For consulting firms, off-cycle years create incentives and opportunities to run legislative campaigns for interest groups and businesses. They also search for state and local races; international and initiative campaigns, by contrast, remain only side businesses; party revenue also declines. Perhaps scholars should look for more campaign-style legislative lobbying campaigns in off-cycle years. We might also expect more high-dollar state and local campaigns imitating federal techniques. When these major consultants move to other arenas, they are likely to bring their assumptions, opinions, and tactics.

[Insert Table 1]

What are these major consulting firms being paid for? Their product and service offerings are diverse but a few services dominate. Table 2 reviews the distribution of the average firm’s revenue by product or service. For the average firm, 42.2% of revenue stems from either producing or buying paid television or radio advertising; the vast majority of that subset comes from buying, rather than producing, the ads. General consulting also accounts for nearly one-quarter of firm revenue. Direct mail accounts for a significant share (18.2%) but polling accounts for a lesser portion. Separate vendors, rather than principal political consultants, often take some of the campaign’s budgets for polling and other services. For major consulting firms, it is clear that mass media advertising is the clear source of their sustenance. To meet the firm’s bottom line, recommending television advertising is the obvious strategy. They earn money for giving these suggestions and for implementing them.

 [Insert Table 2]

Table 3 provides some insight into why consultants may earn more from purchasing advertising on a candidate’s behalf than for any other service. It illustrates the relative use of different compensation schemes among consulting firms. The most commonly used compensation structure for consultants is payment by a percentage of expenditures. Well over half of consultants report using this form of compensation often (55.6%). The second most common method of structuring candidate-consultant payment is the flat fee. Only 7% of firms report never using this type of compensation, suggesting that a flat fee is often used as a base payment with other fees added. There are some incentives built in for winning elections. Victory bonuses are used by more than two-thirds of firms at least sometimes. Yet consultants are not willing to bet the firm on a win guarantee. 65% of firms never use a fee contingent on winning. The incentives for firms again appear to diverge some from those of candidates. Candidates get a job only by winning the most votes whereas consultants generate more revenue primarily by having their client spend the most money on their campaign. Combining the insights from Tables 2 and 3, it seems clear that most of this money goes to buying television advertising.

[Insert Table 3]


Consultants appear to have two sets of incentives associated with their revenue streams. First, they have a direct economic interest in having candidates spend money, especially on television. This may come at the expense of direct mail, Internet campaigning, and GOTV drives. Second, since expenditures are likely tied to contributions, consultants also have an incentive to see that more money is raised. Rather than save money raised early in a campaign, consultants may be better off spending it and hoping that their candidates can raise more later.

Change and Evolution


We do not yet know how much these incentives will change behavior. There are no statistically or substantively significant relationships, for example, between the kind of payment arrangements that a consulting firm uses and their reported behavior in campaigns. We have reason to believe that the incentives favor particular campaign decisions but consultants do not report that their recommendations to candidates are determined by the financial interest of the firm. Of course, this would be a dangerous admission.

It is also not yet clear whether consultant business models will adapt to closer align candidate and consultant incentives. From 2002-2006, there were no statistically or substantively significant changes in how consulting firms generated their revenue or which types of clients paid for most of their services. There was a lower effectiveness rating for direct mail in 2006, but this may be a spurious association as 2006 respondents also reported less revenue from direct mail.

The results do indicate, however, that the marketplace for consulting services is evolving. In both 2002 and 2006, consultants were asked how many consulting firms they compete against for each new client. In 2002, the average firm reported 3.9 other competitors for each client. In 2006, the reported number of competitors rose to 5.5, a statistically significant change (t=2.5, p=<.01). Most consulting firms bid for many campaigns and eventually take on many clients. The industry is apparently getting more crowded, with each firm seeing more competition. As a result, the most experienced consultants may sell the services of their firms but then act more as managers of their firm’s operations on multiple campaigns and less as strategists for any individual candidate during campaign season.


To assess likely changes in the consulting industry, we can also look for expected compositional change. Cross-sectional differences in consultant behavior based on how long consultants have been in the industry, for example, may provide clues to future movements in the industry as a whole. These cross-sectional differences, however, have two components: they account for both the effects of experience and any likely generational change in consultant behavior. Consultants who have spent more years in the business, for example, receive more firm income from international campaigns in election years (r=.38, p=<.01) and more from interest groups and businesses in off-cycle years (r=.23, p=<.05). These differences are probably driven by experience generating business opportunities, rather than by newer consultants showing any aversion to international campaigns or interest groups. Some differences are more ambiguous. Newer consultants, for example, are more likely to use payment schemes that rely on a percentage of candidate expenditures. This may mean that, with experience, consultants will move on to other financing methods; alternatively, it may indicate that the newer generation of consultants is likely to use this type of payment scheme more often. Newer consultants also take on a greater number of clients per year, in both election years (r=.35, p=<.01) and off-cycle years (r=.33, p=<.01). This may reflect a different way of doing business or it may be a sign that taking on only a few candidates is the preferred option but is only secured by experienced consultants. The former would suggest that the firms of the future are likely to take on a longer list of clients.

Party Differences and Network Structure
Major consulting firms work almost exclusively in one party, creating a divided industry. This creates two separate markets for consulting services, with different competitive dynamics. Democrats, for example, report more competition between firms. 97.2% of Democratic firms agree that they are facing increasing competition, with 69.4% strongly agreeing. 86.4% of Republican firms agree that they face more competition (with only 35.7% strongly agreeing). The difference is statistically significant (t=1.72, p=<.05). Contrary to claims in popular press (see Dickinson 2007), however, the two political parties do not have consulting firms that use unique methods of payment. There were no statistically or substantively significant differences in the payment schemes used by Democratic or Republican consultants. In both parties, flat fees and payment by proportion of expenditures were the most common methods. These findings are in conflict with the tenor of the specific critiques of Democratic consultants advance by Armstrong and Zuniga (2006) but confirm the widespread nature of the compensation models criticized by Klein (2006).

There is some evidence of differences in competition across ideological groupings. Conservative consulting firms report significantly more clients in election years, averaging 25.4 per year compared to 15.7 per year for other firms (t=1.8, p=<.05). In addition, liberal consulting firms appear to find it more difficult to compete for clients. Liberals average 5 competitors per potential client whereas other firms average 4 competitors, a statistically significant difference (t=1.7, p=<.05). 

Differences in competitive structure are also reflected in the network analysis. Figure 4 illustrates the Republican network and Figure 5 illustrates the Democratic network. Both diagrams include all general strategy and media consultants in the 2002 Congressional elections (including those that did not respond to the survey). To visualize connections with vendors that sometimes act as principal campaign consultants, the diagrams also include direct mail and polling firms that worked in the same campaigns. Firms were connected if they worked on the same Congressional campaign. The size of each node represents the number of connections each firm has to other firms; the width of each line represents the number of connections between each set of firms.

[Insert Figure 4 & Figure 5]

Overall, the Republican network has a clear core-periphery structure with a few major firms in each category at its center whereas the Democratic network features several central clusters rather than any single core. Central democratic firms, on average, develop fewer regular ties than central Republican firms, which tend to be highly connected to other prominent general strategists, media producers, pollsters, and direct mail firms. This suggests a cooperative core of conservative Republican consultants with lots of clients with no Democratic equivalent. The Republican network (density = 0.21, s.d. = .75) is also denser than the Democratic network (density = 0.16, s.d. = .56). These findings confirm Klein’s (2006) contention that Republican consultants have a more obvious pecking order but seem to contradict the argument advanced by Armstrong and Zuniga (2006) that central Democratic Party leaders select consultants uniformly.

As to which types of consultants are central, there is no clear pattern in either network. The Republican network features two very central polling firms, one central general strategy firm, and eight media firms with some claim to centrality. Most of the central actors in the Democratic network are pollsters or direct mail firms. More than one dozen Democratic media firms are connected to several other actors but none dominate the network; central general strategy consulting firms are also scarce among Democrats.  


The network analysis offers hints about the patterns of cooperation and competition in each party but it cannot reveal the working relationships and reputations among these consulting firms. Firms that are ‘central’ because they have lots of clients, for example, may not be the most sought-after. Yet the patterns in the two networks seem consistent with the findings from the survey. Democrats may see more competition because there is not a clear structure of major and minor firms; liberal firms may face more competitors for each client because all of them compete for every opening. In the Republican network, a few firms of conservative consultants appear to be central.

Discussion
If scholars want to know the causes of candidate behavior and variation in campaign content, we need to be attentive to the business side of politics. Both the structure of consultant competition in each party and changes in the economics of the political industry may give rise to patterns that we see in campaigns. Decisions that we assume are driven by political calculations may be partially attributable to economic incentives. If so, the initial evidence provides many examples of business incentives that may play a role in how consultants are shaping our politics.
Four examples of consultant business practices that incentivize particular campaign behavior motivated this study. In each case, the results provide reason to believe that they may be operating in current campaigns. First, the most common payment structure for the consulting industry appears to be payment by percentage of expenditures. A large portion of consultant revenue also stems from purchasing television advertising. These practices could be encouraging consultants to recommend that candidates spend most of their money on television advertising and to recommend that candidates spend more time fundraising. 

Second, the need for consultants to make money in off-cycle years may be encouraging some important trends, including the use of electoral strategies in legislative debates by interest groups, the extension of the electoral campaign season, and the Americanization of global campaigning. Campaign consultants do appear to draw much of their off-year revenue from interest groups. They also sign-up federal officeholders in off-cycle years, suggesting that some candidates spend money on consultants before the year of an election. Revenue from international clients also expands in off-cycle years, though it still accounts for a very small portion of revenue.

Third, the divided industry of political consulting does appear to create differences in the markets for consulting services between Democrats and Republicans. Democratic firms are more likely to report increasing competition. Conservative firms report more election year clients. Liberal firms average more competitors for each new client. The client base is distinct and so is the competitive process. Fourth, cooperation patterns among consulting firms also differ across parties and across sectors of the consulting industry. Republicans appear to have a tight and dense core of firms that regularly work together. Democrats appear to have several competitive subgroups of cooperating consultants. Linkages between highly involved Democratic general strategy and media consultants appear weaker.

None of these four cases provides direct evidence that economic incentives or competitive dynamics within the consulting industry cause candidates to run different campaigns than they would otherwise run. The findings are descriptive; the consulting industry has created incentives for particular behavior and economic competition has played out differently in each party. To see the effects on campaigns, scholars would need to relate the economic behavior of consulting firms with the political behavior of candidates. Even then, a dearth of variation in consultant behavior may make it impossible to judge the relevant counterfactuals. We cannot yet say that consultant payment schemes increase the use of television, that consultant revenue requirements make campaigns permanent, or that competitive pressures among Democratic firms lead to in-fighting among advisors to the same campaigns. Thus far, the results only suggest that these effects are possible and that we cannot discount the potential role of business incentives and firm competition in changing the shape of contemporary American campaigns.

The results also highlight some unexpected trends that may be changing the consulting industry and altering the relationship between campaigns as a business and campaigns as a political contest. First, consulting firms overwhelmingly report increasing competition in their industry. Aggregating their anecdotal information about their own competitive pressures supports their view. In just four years, the number of competitors for each new client reported by the average firm increased by more than 40%. Competition for new clients may now be requiring more attention from these firms. As they expand their services, they may also be competing more with firms that used to focus on different aspects of a campaign. More competition may bring less cooperation. Second, the behavior of a new generation of consultants may portend a coming acceleration of the move toward payment by percentage of expenditures and of the development of firms with more clients in each election cycle. The future of the industry may lie in firms giving less attention to each client, maximizing revenue by making and buying as many television ads as possible.

To establish whether consulting business incentives and competitive dynamics change the content of American political campaigns, future research will be necessary. First, we will need to continue to survey the industry for an extended period to see if current trends continue and to identify new areas where business and political practices intersect. Second, scholars will need to analyze whether variation in consultant usage or consultant practices leads to any variation in candidate political practices, such as the extent or character of their advertising campaigns. Third, we will need to match scholarship on the broad patterns in the consulting industry with qualitative studies of particular consultant-candidate relationships or to behavior inside particular firms. Future studies will also need to offer more analytic leverage than the descriptive research pursued here. Yet even if circumstances do not allow causal patterns to be established, we need to pay attention to the potentially influential role of the business side of our politics. 

Relying on popular commentary and insider accounts to assess the role of the business side of politics can point to potentially important factors in campaign decision-making but it is not a substitute for comprehensive research. Critics with particular intra-party opponents, such as Armstrong and Zuniga (2006), may overestimate the uniqueness of their own party’s business practices even as they miss some important competitive dynamics that make each party’s industry distinct. Critics with particular knowledge of a few campaigns, such as Klein (2006), may attribute poor business practices to specific consultants that turn out to be products of the organization of the industry as a whole. In several cases, however, this preliminary research confirmed the patterns found by popular critics. Their emphasis on compensation models, for example, seems well placed.

Interested observers of American politics, of course, should not be concerned with the everyday business of consulting firms for its own sake. We should care about consultant business practices because they may affect how politics is practiced. In contemporary American campaigns, a great deal of control over candidate behavior and over messages sent to voters has been handed over to profit-driven entities. The resulting incentives are not inherently sinister, but they are certainly open to question and investigation. If lawmakers contracted out the writing of legislation to a competitive industry, for example, we might expect the structure and dynamics of the industry to affect our laws. Even if lawmakers and the firms they hired shared legislative goals, the outcomes of the process might differ. A similar practice is already evident in the American bureaucracy, where contractors now carry out work that used to be implemented by government agencies. Scholars of public administration have already noticed important changes in public programs and in government-corporate relations stemming from the contracting system. We should look for similar types of effects in the modern system of campaigning.

An expanding industry may be changing our politics in important ways. Consultants are often implicated in the worst public complaints about modern campaigns. Their answer is typically to suggest that they work in their candidate’s interest, implementing what works. If business incentives create a division in client and consulting firm interests, however, we need to subject that claim to scrutiny. If competition within the industry offers different choices and patterns of services to clients in each party, we need to ask whether the market for political consulting changes the shared definition of what works.  By relinquishing control over campaign decisions to consultants, candidates may have opened the political process to a developing industry responsive to its own competitive pressures and profit incentives. Whether we value campaigns for their contribution to public deliberation or simply for their role in candidate selection, making money for consultants is unlikely to be at the top of our agenda. Yet in order to know whether campaigns can help achieve any political outcome, we may need to know how the business works and just who is benefiting. 

Table 1: Distribution of Consulting Firm Revenue from Types of Clients

	
	Federal Election Year
	Off-Cycle Year

	Federal Candidates
	38.72%
	9.09%

	State/Local Candidates
	27.14%
	37.31%

	International Campaigns
	2.22%
	3.50%

	Initiative Campaigns
	9.58%
	10.35%

	Political Parties
	9.59%
	7.88%

	Interest Groups / Business
	12.76%
	31.87%


Average for all respondents in the 2003 and 2007 surveys, n=80

Table 2: Distribution of Consulting Firm Revenue by Products and Services

	Producing TV/Radio Ads
	12.69%

	Buying TV/Radio Ads 
	29.48%

	General Consulting 
	24.70%

	Direct Mail 
	18.24%

	Conducting Polls 
	5.52%

	Other 
	9.35%


Average for all respondents in the 2003 and 2007 surveys, n=80

Table 3: Forms of Consultant Compensation

	
	Often
	Sometimes
	Seldom
	Never

	% of Expenditures
	54.43%
	16.46%
	10.13%
	19.00%

	Flat Fee
	44.30%
	34.18%
	13.92%
	7.59%

	Victory Bonus
	35.44%
	30.38%
	21.52%
	12.66%

	Fee Contingent on Win
	6.33%
	7.59%
	21.52%
	64.56%


Among all respondents in the 2003 and 2007 surveys, n=79

Figure 1: 2002 Republican Consultant Network
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Figure 2: 2002 Democratic Consultant Network
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� The 2002 survey was supported by a grant from the Pew Charitable Trusts and administered in conjunction with Christine Trost at the Institute of Governmental Studies at the University of California, Berkeley. I am grateful to the foundation for their support and to Christine for her helpful contribution.


� I reported results from the 2002 survey, covering consultant opinions on campaign strategy and professionalism, in a previous study (see author forthcoming).


� I use standard techniques in social network analysis. For more information, see Wasserman and Faust (1994). The analysis is implemented in UCInet.





