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When ya gonna get it do

America’s seniors have been waiting a long time for a better Medicare program
and prescription drug coverage.

Today, Congress is closer than ever. It's time to finish the job.

Tell Congress not to come home until they've strengthened and improved
Medicare, given seniors more choices and added a prescription drug benefit.

Call (202) 224-3121 today. Tell Congress seniors are tired of waiting. www.seniorsarewaiting.org




Executive Summary

I egislative issue advertisements (also called “pure” issue ads) are ads

about issues of public policy and not products or candidates.

Given both the growing body of data that suggests issue advertising has effects and the trend toward
greater use of issues ads as a form of lobbying, it is noteworthy that relatively little public attention
has been paid to pure issue ads. Today issue ads are abundant, growing in prominence, and central
to important questions about the nature of democracy and the relationships among money, speech,
and political influence, yet they are not the subject of public policy debate.

For the period covering the 108th Congress, we examined legislative print and television issue ads
that ran in the Washington, D.C. metropolitan area in Rol/ Call, National Journal, CQ Weekly, The
Hill, Congress Daily AM, The Washington Post, The Washington Times, the Washington edition of 7he
New York Times, and those that were broadcast on Washington television stations or ran nationally
on cable or the networks. We estimated the costs for the airtime or print space for these ads but not
the full cost for purchasing and producing the ads.

We estimated that $404.4 million was spent on print and television issue advertising during the 108th
Congtess. The 67,653 ads we collected were sponsored by 914 different organizations and coalitions.

Despite the large overall number of advertisers, we found the bulk of spending concentrated among
a small group of sponsors. The top 1% of organizations accounted for 57% of the total spending
with the remaining 99% of organizations accounting for 43%. The top spender, Fannie Mae, alone
accounted for over 22% of the total ($87.2 million). Roughly 69% of organizations sponsored five
or fewer issue advertisements, with 37% sponsoring only a single ad.

Corporate interests outspent citizen/cause interests by more than five to one. Corporations and
groups of corporations accounted for $320.1 million in issue ad spending or 79% of the total spend-
ing during the 108th Congtress. Citizen/cause groups purchased $58.2 million in issue advertise-
ments representing 14% of the total.

The major organizations we identified with ambiguous or potentially misleading names spent a total
of $18.5 million on issue ads.

Advertising about business and the economy ranked number one, accounting for 26% of all spend-
ing ($106.7 million). The top three issues alone (business/economy, health care, and energy/envi-
ronment) accounted for well over half (59%) of the total spending on legislative issue advertising.

We found that there was vastly uneven advertising spending on important public policy issues. All
told, 94% of the specific issues we examined were subject to unbalanced persuasive efforts. Of the
52 specific issues we identified, half had all of the spending advocating a single side of the debate
with zero spending on competing points of view. Only 26 issues (50%) faced any opposition spend-
ing whatsoever, and for the great majority of these the spending was vastly disparate; only three (6%)
issues had competitive spending.
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Major legislative debates that had significantly unbalanced issue ad spending were more often decid-
ed in favor of the side that spent more during the 108th Congress. Of the top 10 specific issues that
we tracked, six had legislative outcomes that favored the side with more spending, two had outcomes
that favored the side with less spending, and two had mixed results.

Corporate interests dominated citizen/cause groups in spending on specific issues. For the top 10
issues, six were dominated by corporate interests and four were dominated by citizen/cause groups.

Six out of the 10 top issue-advertising spenders spent more on issue advertising than they spent on
reported lobbying. For example, Pfizer reported spending $6.3 million on lobbying but also spent
$10.8 million on issue advertising. Looking at just our top 10 spenders, these groups might appear
by federal regulatory standards to have spent a total of $74.6 million to lobby the federal govern-
ment in 2003, yet when their 2003 issue advertising is included, the figure climbs to $184.8 mil-
lion, more than double what was required to be reported.

The top 10 print issue advertisers spent an estimated $48.6 million, about 28% of the print total, com-
pared to the top 10 television advertisers, which spent $210.6 million, about 92% of the television total.

The timing and intensity of issue advertising
suggests that sponsoring organizations hope to
influence members of Congress and their staffs.
Our research shows an increase in issue adver-
tising when Congress was in session and a
decrease in issue advertising when Congress was
not in session.

For more information about issue advertising,
including a history of issue advertising, informa-
tion about specific issue advertisers, and an

analysis of how the Bipartisan Campaign
Reform Act of 2002 (BCRA) should affect issue

advertising please visit our website:

“You can't go from a highly

dependent fuel economy
one day to no oil. There
has to be a transition”

il D Paaron anad diario Tresis Tnachery

www.AnnenbergPublicPolicy
Center.org/ISSUEADS/

Matural gas is the clean bwidge 1o renewahble enargy.
By shifting the balance of the enargy mix to nstursl
gas, the cloanest burning fossil fuel, the LS. could
raduce emissions of carbon dioxide in new poveer
genaration by up to 53%. Today natural gas makes
up mare than hsll of BFs energy production
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Introduction

f the various ways in which U.S. citizens can be

unequal, political inequality is one of the most
significant and troubling.” With these words, Sidney Verba, professor of government, Princeton
University, opened a recent essay on direct participatory democracy. He noted, “Political equality refers
to the extent to which citizens have an equal voice in governmental decisions.” Verba went on to argue
that while political equality was highly desirable, the process of obtaining it was not without cost.

Though he was talking about political participation these words are equally relevant to a discussion on
advertising about public policy directed at members of Congress, regulatory agencies, or the executive
branch. For the last four years the Annenberg Public Policy Center has found this type of legislative
issue advertising (also referred to as advocacy advertising or simply issue advertising) rife with political
inequality. The bulk of issue advertising is done by corporations, and important issues usually have vast
amounts of money spent on one side with little or nothing spent on competing perspectives. This
research project, by documenting who has spent what to persuade legislators on issues of national
importance, provides empirical evidence that moneyed interests have had a greater political voice.

That said, the path to create greater political equality in the domain of issue advertising is not imme-
diately clear. If the government were to regulate spending on issue ads one would first have to pro-
vide a map that clearly designates just what is and what is not an issue ad and then chart a path that
leaves First Amendment protections intact. Still, the goal of political equality is fundamental to the
American political system. It entices us with the promise of a strengthened democracy and an ever
more legitimate political system.

There is ample reason to be interested if not concerned about spending on issue advertising. When
moneyed interests consistently dominate political communication the result may be public policy
that represents these interests over others. Even more subtle effects are worthy of attention because
such a communication context can sway public policy by providing a greater ability to set political
agendas or frame issues. Moreover, when political issues are dominated by one-sided arguments,
false and misleading claims are less likely to be questioned. Collectively, these consequences suggest
that our representatives may be making important public policy decisions under less than full
knowledge and under less than democratic conditions.

Most of the academic and popular literature about issue ads focuses on candidate-centered and not
legislative ads. The recent Bipartisan Campaign Reform Act of 2002 (BCRA) targeted only candi-
date-centered ads, and while major candidate campaigns are sometimes subject to ad watches (crit-
ical analyses of political advertising that monitor truth and fairness), such public scrutiny is more
rare in public policy advertising.

This study estimates how much money was spent on print space and television airtime for legisla-
tive issue advertising in Washington in the 108th Congress and argues that the amount of money
spent on advertising to influence the legislative and regulatory process is no less of a public policy
concern than money spent in the federal election process.
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Part I of this report introduces legislative issue advertising by looking at the problems inherent in dis-
parate spending, examines why so many organizations choose to engage in issue advertising and what
they hope to accomplish, and presents studies that look at the effectiveness of issue advertising.

In Part II we present our empirical findings by showing who sponsors ads and which issues are the
predominant topics of issue advertising. Specifically we look at which organizations spent the most
on issue advertising, explore corporate vs. citizen/cause group spending, and examine issue ad spon-
sors with ambiguous or potentially misleading names.

We then look at which issues are the subjects of issue advertising, how balanced spending is on each
side of important public policy debates, and whether positions with more spending are more likely
to prevail. We also examine differences in corporate and citizen/cause group spending on issues and
how issue spending has changed over the last four years. Finally we take an in-depth look at the
major issues by explaining the public policy debates and the advertising.

In the final part of our results section we look at reported spending on lobbying and compare that
to unreported issue advertising spending. We also look at differences in print vs. broadcast advertis-
ing, and when issue ads tend to air.

Issue Advertising Good and Bad

While many criticize issue advertising because so much of it is one-sided, others note that it can,
and sometimes does, have positive effects, for example during those rare cases when issue advertis-
ing is multi-sided or when it includes voices often not covered by the media. When comparable
funding backs all sides of an issue, a public debate argued through issue advertising can increase
learning and focus attention on problems that may be otherwise neglected. As Robert L. Heath, pro-
fessor of communication at the University of Houston, wrote, “Issue advertising can broaden the
public debate on topics that otherwise would be confined to academic journals, legislative corridors,
and committee rooms.” Similarly, S. Prakash Sethi, professor of management, Zicklin School of
Business, a prolific author and researcher on issue advertising, wrote in his seminal book on advo-
cacy advertising that such ads “could become a cutting edge in further opening up the process of
informing the public.” Moreover, many large corporations argue that issue advertising is necessary
because they are denied fair treatment in the press.

Those opposing regulation of issue advertising usually defend free-market pluralism as the guardian
against dominance of an issue by one party or interest. In other words the competing interests bal-
ance each other. Such ideas date back to James Madison who hoped that the diversity of interests of
the population would prevent the promotion of policies that favor specific interests over national
ones.” Businesses often point out that they are not monolithic entities. They do not speak with one
voice, and the interests of different industries or the interests of large and small companies may run
counter to each other. Despite these theories of pluralism, balanced and multi-voiced scenarios that
could benefit the public are rare in practice. Instead, on most issues competing perspectives are vir-
tually absent. The first widely cited articulation of the argument questioning whether a free politi-
cal market provides its own checks and balances and prevents inequality in political voice is credit-
ed to E. E. Schattschneider who noted in 7he Semi-Sovereign People that “the flaw in the pluralist
heaven is that the heavenly chorus sings with a strong upper-class accent.” Many others have simi-
larly noted that moneyed interests disproportionately weigh in on public policy debates. “Large cor-
porate advertising budgets can buy disproportionately large amounts of print media space and elec-
tronic media time so as to dominate debate and distort truth . . . There can be little robust exchange
of views if only one side has the resources required for political advocacy.” Thus, while it is true that
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different business interests often compete against one another, they often still promote a single per-
spective. For example, while defense contractors may advocate different weapons systems, there is
still no advertising voice questioning whether there is a need for a new weapons system at all.

Burdett Loomis, professor of political science at the University of Kansas, notes, “With limited
resources, few public interest groups choose to purchase costly advertising space, even in limited cir-
culation journals, to say nothing of much more expensive placements in the national press or on tele-
vision.” A full page, black and white (non-premium placement) ad in the inside-the-beltway CQ
Weekly cost close to $10,000 in 2004. If one wanted a full page in the more widely circulated 7%e New
York Times the bill would come to over $140,000 for a single ad. With costs like that, it is not sur-
prising that “In 1991-1993 . . . of 615 ads appearing in National Journal and Congressional Quarterly
just 21 (3.4%) came from public interest sources, broadly defined. The rest were purchased by corpo-
rations and trade associations.” In a 1994 study of advocacy advertising the authors concluded that
while they confirmed their basic expectation that “advertisers would be tilted in a corporate, upper-
class direction . . . the extent to which this occurred was surprising . . . there was a nearly complete

void of ‘cause’ advertising except an occasional ad from Planned Parenthood and pro-life groups.”

Those skeptical of the importance of issue adverting and the disparities inherent in the spending pat-
terns argue that issue ads play a minor role in the overall influence. If true, the role of money in issue
advertising still tends to mirror the same disparities found in other types of lobbying in which cor-
porate and business interests tend to prevail."" For example, Loomis and Sexton found that “those
industries that had the most advertisements also had the highest total number of Washington rep-
resentatives.”'? Moreover, the advertisements often play an integrated role in multiple steps in the
lobbying process. “Regular advertisers in CQ [Congress Quarterly) and NJ [National Journal) report
that they often provide lobbyists with copies [of] their advertisements, which are then provided to
staff and principals in the context of personal discussions.”” As Loomis noted, “Money does talk in
defining problems, setting agendas, and influencing decisions. Advocacy advertising represents only
one influence technique, but its bias is overwhelming.”*

Issue Advertising Reasons and Results

Despite the widespread belief in the utility of issue advertising among those who engage in it, there
is little systematic evidence about its effects, though a growing number of case studies are emerging.
A 1981 report found that while only 50% of advertisers reported having formal programs to meas-
ure effectiveness, 75% of those using issue-advertising campaigns rated them as fairly effective.”

Skeptics say issue ads are not as effective as “inside” lobbying such as campaign contributions and
personal contact. As noted earlier, issue ads usually work in tandem with such efforts and the types
of organizations that spend the most on lobbying also tend to spend the most on issue advertising.
Skeptics also note that politicians and their staffs say that advertising does not affect their opinions.
Heath and Douglas noted in a survey of the attitudes of congressional aides that they “did not rank
issue advertising in the top 30 (of 96) most important types of communication because they thought

it does not influence congressional leaders.”

While the effectiveness of issue advertising is still the subject of much debate, such claims about the
lack of personal impact may be manifestations of the “third-person effect”— the social-psychologi-
cal theory that most people underestimate the effects of advertising on themselves and people they
closely know.”” For example, Adam Clymer, political director of the National Annenberg Election
Survey, noted that in 2004 most people surveyed in a random dial national poll said they had not
learned from and did not believe the information in the campaign commercials run during the pres-
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idential campaign, but when they also were tested for their knowledge about the political positions
of the candidates, the results showed knowledge often was based on misinformation about the can-
didates that appeared in ads and not the candidates’ actual records. Thus, people were unaware that
they were learning from the ads.

The contention that advertising does not influence members of the government may also be subject to
source confusion, a theory that notes people often forget where they learn information.' Of course it
is also possible that government officials may be correct when they say that they have strong opinions
on subjects of legislation or regulation and they are not swayed by advertising, but even so, the effects
of issue advertising may still be found in the ability of ads to raise or frame issues or promote language
that may subtly frame thinking. As American Forest Institute spokesperson James Plum noted, “The
closer we get to advocating a specific issue or arguing a position, the less effective or credible we are.””

In fact trends in theorizing about influence have been moving toward putting greater emphasis on this
kind of subtle persuasion. As Loomis wrote, “Although organized interests continue to lobby in time-
honored ways within the corridors of Washington institutions, they have begun to spend more time
and effort in shaping perceptions of problems and effecting the agenda status of particular issues.”

The question of the effectiveness of issue advertising on opinion change is complicated in part
because different types of political influence work with and against each other and because it is dif-
ficult to document attitude change. Moreover, issue ads don't exist alone. They are often part of elab-
orate and multifaceted influence campaigns. Rick Kessler, legislative director for Representative John
Dingell, noted that issue ads are more effective when they are used in conjunction with a lobbying
effort, and might be even more effective when coupled with ads that run in the districts.”

Why Advertise?

When advocates of issue advertising are asked why they choose to advertise they usually say: to
encourage supporters, set agendas, define frames, keep organizations in mind, generate free media,
and balance a biased press. They usually don’t mention persuading members on specific issues or
passing specific pieces of legislation.

For example, Dan Weiss, senior vice president of M&R Strategic Services and communications con-
sultant to a number of environmental organizations, says he advocates the use of issue advertising
not so much to change opinions but to encourage those already supportive of a cause to keep moti-
vated or to move people already in agreement with the agenda from being passive supporters to
active ones.”? A representative from Chase Manhattan similarly noted that the primary objective of
issue ads was “to motivate the choir to be better evangelists; in other words, to increase the activism
of those who might agree with the argument.” There is some empirical evidence for these effects.
In a controlled experiment researchers found that advocacy ads prevented attitude slippage and bol-
stered the sources’ credibility.* Moreover, the ads “may mobilize constituents to write, phone, or
visit-thus making a significant, albeit mediated, impact on Congress through precisely those tradi-
tional means which Congressional staff members consider most effective.”® Similar evidence from
political science literature demonstrates that PAC money spent on supporters increases the vigor
with which they pursue the agenda of the donor (not whether they pursue that agenda).*

At the top of the list of goals for many issue advertisers is setting an agenda and raising an issue. This
is a critical component of the legislative process that has to happen before there is a bill to lobby for
or against. According to John Kane, senior vice president of the Nuclear Energy Institute, issue
advertising is effective at raising issues in Congress. “If you think about the wide range of issues that
Congress has to consider and the wide range of interest groups across the country . . . trying to get
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your issue up on the table and highlighted is a very important part of the whole fight . . . It’s really
not an effort to change someone’s mind, it’s an effort to really spotlight the issue.”” Media consult-
ant Dan Weiss echoed this idea, “with all the issues that congresspeople, staff, and the media have
to deal with, by running a clever or attractive ad, you can get people’s attention in a way that you

might not be able to otherwise.”*

Along with raising issues, those advocating the importance of issue advertising in the political sys-
tem tend to point to issue ads as playing an important role in framing problems, issues, and solu-
tions. As Loomis noted, “Successfully defining conditions as problems (smog, learning disabilities,
global warming, etc.) is perhaps the most important single step in obtaining policy change.”” Many
of the issue ads are subtle, visual, and emotional and promote an idea by implication and not explic-
it exhortation. “Given the high levels of information within congressional and executive offices, a
sharply-worded advocacy presentation might have little impact, especially when issues have been
thoroughly aired. Efforts in a lower key — featuring balanced information or strong visuals — may
find a more receptive audience. This may be why when specific information is presented it most

often comes through visually attractive presentations, rather than dense, text-based advocacy ads.”

Language adoption is also a critical component of promoting a frame. For example, in the current
debate over social security reform, journalists have noted that there is a struggle over the words used
to describe recent proposals. ““Semantics are very important,” House Ways and Means Committee
Chairman Bill Thomas (R-Calif.) said last week when a reporter asked about ‘private’ accounts.
‘They’re personal accounts, not private accounts. No one is advocating privatizing Social Security.””?

Issue ads can plan an important role in just such linguistic struggles.

Dan Weiss, who was involved in the Sierra Club’s issue advertising campaign, noted that issue ads
“can help set the terms of the debate,” and that “We often . . . try to get out in front of an issue
and . . . define it before it can be defined by somebody else.”** Loomis and Sexton argued that anec-
dotal evidence indicates that issue ads do have impact on language adoption. Several people they
interviewed noted that members of Congress had adopted phrases promoted in ads. For example,
one advertising professional said, “‘In talking to staffers, we know that the ads are read . . . . We've
had stuff show up in the Congressional Record -- not attributed, often just a fragment, but some-
times a whole sentence.” And a trade association representative noted, ‘you get [a sense of impact]

3934

by monitoring C-SPAN. Suddenly you'll hear a familiar phrase.

Organizations may also choose issue advertising as a way to keep their organizations in the minds of
legislators and regulators. By keeping awareness high, organizations may be more likely to be invited
to meetings or hearings or asked for advice.”” According to Loomis and Sexton, the Merrill Lynch staff,
who run issue ads targeting government officials, noted, “Regardless of where our ads appear, Congress
is our constituency. We focus on ‘in-house’ publications such as CQ, NJ and Ro// Call. It’s an ‘inside
baseball’ approach. We want members and staffers to say “We know what’s on your mind.”** Herbert
Waltzer, professor of political science, Miami University (Ohio), also noted that the kinds of “business,
which depend on the federal government as their principal customer — aerospace, military equipment,
research and development — had felt the need to establish with the public their corporate identities

and contributions to scientific and technological progress as well as to the national defense.””

Generating media attention is another common reason given for purchasing issue ads. For example,
Weiss noted that one issue ad about the environment that he produced was picked up by the major net-
works after it aired. Vice President Cheney was shown the ad and asked for his reaction on Meet the
Press. Weiss concluded “40 million viewers saw this ad for free on national news stories.”” Such media
attention was similarly garnered by the so-called “Harry and Louise” ads opposing President Clinton’s
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health insurance reform initiative in 1993 and 1994. According to Kathleen Hall Jamieson and Joseph
Cappella, though the ads ran heavily in only one-quarter of the states they were mentioned in 757 news
stories and received nearly five-and-a-half minutes of unpaid airtime on NBC, CBS, and ABC.”

Many corporations also say they need to advertise to set the record straight because the press is
biased against corporate interests. “The chief virtue of public advocacy ads is that groups are able to
frame policy battles and develop narratives in ways that advantage themselves. Unlike interview
shows and the news, which are journalist-controlled, ads are group-controlled. Interest groups
understand that ads are the most reliable means of conveying political messages because groups con-

trol the content and timing of the messages.”*

Representative of this attitude was the sentiment of
E. E Loveland, vice president for marketing of Shell Oil Company. “It is indeed a sad state of affairs
when business finds it necessary to advertise to clarify issues affecting its activities . . . Critics of busi-
ness . . . have little trouble getting their voices across to the public. They don’t have to advertise

because their views are publicized for free.”"

Despite the fact that most advocates of issue advertising are hoping to achieve subtle effects, such as
language adoption, agenda setting, or free media, the studies on the effects of issue advertising rarely
examine such outcomes. Most studies of issue advertising either look at grassroots attitude change
or issue advocacy as a way to promote corporate image. Studies on legislative or regulatory outcomes
are virtually non-existent, as are controlled studies on framing or agenda setting effects from issue
advertisements.

Evidence of Penetration

A random national telephone survey conducted in 1980 found that 90% of respondents reported
having read or heard of corporate advocacy ads in the previous two years. Of those who were aware
of the ads, 70% saw them on television, 38% in newspapers, and 28% in magazines. Two-thirds of
the people who had seen the ads described them as at least “fairly believable,” and as helping them
to understand the issues.”” A similar Roper study conducted in 1982 and in 1984 showed that 34%
of respondents had read or heard corporate advocacy ads.”

Research on Mobil ads from 1978 showed that 90% of congressional and other government leaders read
the ads and 33% of them said they were useful. However, only 9% of the general public agreed that Mobil
was “seriously concerned” about the issue in the ads and only 6% of the public considered them “very
credible.”* In a similar poll about ads from the American Forest Institute “56% of government leaders
and 70% of the public said the ads were useful in supplying them with information on forestry issues.”

Evidence of Opinion Change

A print advertising campaign sponsored by the Chemical Manufacturers Association between 1981
and 1982 targeted opinion leaders through national magazines and newspapers such as U.S. News
and World Report, Harper’s, Psychology Today, and The New York Times. The trade association spent
over $3 million in 1981 and about $2.5 million 1982. In the first phase the ads described the chem-
ical industry as one of “high technology and scientific innovations,” while the second phase showed

“ The trade association conducted interviews

the chemical industry workers to be regular people.
with politically active individuals and their neighbors and found that about 85% of those who saw
the ads thought they were “believable” and attitudes about the industry improved among those hav-
ing seen the ad. Regular readers of the magazines in which the ads ran were “significantly more aware
than nonreaders of the ‘chemical industry’s efforts to inform the public of its actions to reduce pub-

lic risk.””” The results of the study suggested that those who were exposed to the communication
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were persuaded on the specific message of the ads, but these attitudes did not translate into a gen-
eral favorability toward the chemical industry.*

In 1976, after six years of Mobil Oil’s weekly issue ad appearing in 7he New York Times as well as
other national papers, the Harris Poll inquired into public attitudes about seven oil companies.
“Although the oil companies in general fared very poorly, the people surveyed thought more highly
of Mobil than of the competition.” Though the company “had not done any product advertising
for nearly three years, the public rated the quality of [Mobil] products and services higher than the
other oil companies.” According to a Mobil representative, the issue ad campaign was credited with
benefits in public opinion, and improving the bottom-line.” He also credited the campaign with
improving recruitment and company morale and even positive attitudes among stockholders.

A controlled experiment in 1972 of the effects of corporate image advertising found that people who
had a high exposure to both TV and print advertising by DuPont showed a “statistically significant shift

72 while those who received little or no exposure experienced a decline in favor-

»53

in a favorable direction,
able attitudes toward the company. The researchers concluded, “Corporate image advertising works.

“Companies which engage in corporate advertising have a better image than those that do not, a study
conducted by the research firm Yankelovich, Skelly & White shows.”* The researchers conducted
interviews with 700 members of the business community in the 25 largest cities. When asked about
their impression of 10 companies, half of which engaged in image advertising, the executives were
more likely to say they had an “excellent” or “very good” impression of those that had advertised. The
respondents were also more likely to say that ads in print were more believable than ads on television.”

University of Tennessee Marketing Professor David Schumann, in a literature review of studies on
corporate advertising effects, cited one study that found that 57% of the public reported it was influ-
enced by issue advocacy ads. Many studies of issue advertising looked at the health care debate dur-
ing the Clinton administration and found that advertising played a role in the outcome. An article
in the Journal of Health Politics, Policy and Law concluded that most of the studies of the “Harry and
Louise” ad campaign run by the Health Insurance Association of America in opposition to Clinton’s
health care reform proposals did influence the public policy debate.” That ad campaign generated
300,000 calls between September 1993 and April 1994.”7 Another study of President Clinton’s role
in selling health care reform identified the issue advertising by opponents such as the insurance
industry and the Christian Coalition as likely to have played an important role in thwarting
reform.”* A third study similarly concluded, “Ads directed against the Clinton plan played a crucial
role in the public’s attaching negative connotations to some key elements.”

An article in Public Relations Review about issue advertising and the nuclear industry found that read-
ers of advertisements promoting domestic fuels such as coal and nuclear energy were more convinced
than non-readers that “nuclear energy is helping to meet U.S. energy needs and making the United
States less dependent on foreign oil. Readers were also likely to conclude that nuclear energy is reduc-

ing the cost of electricity . . . and [they] were more assured that nuclear waste is being stored safely.”®

A study by the American Association of Railroads in 1979 found in a random national sample about a spe-
cific ad campaign that 25% of those who saw the ads said that such advertising had altered their opinion
toward an issue.” A campaign to reform wasteful energy practices was waged during a four-month period
in Denver in 1977. Follow-up survey results indicated the ad buy reached 85% of residents on average 14
times. Denver residents were more aware of energy as a top national priority, more aware of the energy-sav-
ing potential of 15 products and actions, more willing to pay for energy-saving devices, and had greater
intent to purchase energy-saving devices than were residents in a similar city that did not air the campaign.®
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Evidence of Ad Inspired Action

In 1985, Readers Digest published a four-page ad for The Business Roundtable “entitled ‘Halt the
Deficit.” The ad drew more than 900,000 responses, which were forwarded to government officials.”
Similarly, a campaign by W. R. Grace Company resulted in 50,000 calls requesting its booklet on the
deficit. According to a Common Cause report in March 1996 a television issue ad appeared warning
that the government was considering a tax on television that would “kill free TV” and urged viewers to
call elected officials and encourage them to oppose the tax. The ad generated about 3,500 calls a day.®

A 1980 ad campaign by LTV Corporation used full-page ads in the Wall Street Journal, Forbes, and
Financial World. As a result, there was a measurable increase in the overall image of LTV. A study of
stock prices on days the ads ran showed they increased relative to the Dow Jones Industrial average.
The ad that contained an offer for readers to write in for a free copy of various booklets generated
more than 9,000 letters and more than 25,000 requests for additional materials on issues discussed
in the ad.* That said, it is interesting to note that the company filed for bankruptcy in 1986 and
ultimately went under in 2002.

Professor David Schumann noted that among the campaigns believed to have inspired public action
was one by Smith-Kline. “Smith-Kline developed a campaign to argue the company’s side in a dis-
pute with the government. They found that consumers who recalled the ad were 71% more likely
to side with the company against the government and 67% more likely to write Congress on behalf
of Smith-Kline.”® A random telephone national survey conducted in 1980 found 57% of those who
saw advocacy ads said they caused them to change their mind about an issue, 25% were prompted

to write a letter to a public official, 12% to write a letter to the editor.”

Stephen B. Elliot, director of corporate advertising for W. R. Grace, noted there was measurable
action as a result of a campaign by his company. The ad was designed to disseminate the Grace
Commission findings on government waste and budget deficits. The commercial showed on three
networks and “the very first night it aired on the network news, we [the company] had 31,000 calls

asking for our brochure on deficits.”*
g

Between March 1979 and February 1982 SmithKline Beecham ran a major advocacy campaign pri-
marily warning of the dangers of the growth in government. Each advertisement contained a form
that the reader was encouraged to fill out and send back for more information. The ad generated
more than 78,000 requests for additional information over the course of the campaign. The com-
pany also commissioned a study to test the effectiveness of the campaign. Focus groups conducted
in five cities and 612 interviews from the target audience were done in the 11 major markets. On
the basis of this, researchers concluded that 7.2 million members of the target audience read the ad
and 1.3 million recalled it. Those who did remember the ad were more likely to rate their impres-
sion of the company as “very favorable.” They were also more likely to take a position on the issues,
to write their member of Congress, and to read the company’s annual report. The 78,000 people
who responded to the ad were even more positive than the target audience. The company also fol-
lowed up with interviews of people in government and academia. “A number of legislators reported
that the issues discussed in the ads were being brought to their attention by constituents, and in

some cases the ads had been called to their attention.”®®
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In the mid-1970’s Bethlehem Steel Corporation ran a series of issue advertising campaigns. These ads
focused on capital formation, pollution control, energy, and conservation. Studies on the effects of
these various campaigns showed that readers had recall of the points made in the ads but that there was
rapid decay over time, demonstrating the need for sustained advertising. They also found that agree-
ment with the ads tended to go up among readers, especially among neutral readers. The campaign
also included a “write-in” component. Five thousand letters were received by the White House of an
estimated 200,000 that were written. “Bethlehem’s ‘people in Washington who contacted the Hill’ said
that the advertising was noted and generally well received and that legislators had heard from their con-
stituents about those issues.”® Bethlehem Steel concluded, “We cannot point to a single ad, year’s cam-
paign, or the entire 3-year advocacy program and credit it with the passage of a particular piece of leg-
islation-or its failure to pass. But based on what we are able to measure and what we are told by our

associates in Washington and the state capitals, we believe the series has been a success.””

Evidence of Legislative Effects

Studies that examine legislative and regulatory effects of advertising are extremely rare. Wake Forest
University professor of management Michael Lord surveyed corporate executives responsible for
monitoring and managing their firms’ relationship with the federal government and congressional
aides and found that ads have “some degree of influence.” However, members of the corporations
rated that influence as higher than the members of congressional staffs.”

As evidence of legislative effects, Heath pointed to a campaign by the American Banking Association
to oppose a provision of President Reagan’s 1982 tax plan that would have allowed the government
to tax savings on a quarterly basis. According to Heath, the campaign generated protest mail and
“tapped the public’s dislike for taxation, [and] the tax measure was defeated.””

In 1998 a hotly debated issue was eclipsed by one-sided issue advertising - the tobacco settlement.
“Senate Bill 1415, authored by Republican Senator John McCain of Arizona and supported by
President Bill Clinton, was voted out of the Senate Commerce Committee . . . by a vote of nine-
teen-to-one. The bill would have settled the lawsuits brought by the attorneys general against the
major U.S. tobacco companies.”” An estimated $40 million was spent on an ad campaign by the
five largest tobacco companies to oppose the settlement. “Pro-tobacco industry forces outspent the
anti-industry side more than twenty to one on broadcast and cable ads.””* Kathleen Hall Jamieson,
who studied the campaign in depth, noted “The scope of the campaign and the imbalance in the
amount of advertising information available meant that a large audience was repeatedly exposed to
misleading and uncorrected claims.”” The bill was effectively thwarted.

INTORDUCTION G



True Conservatives
Oppose the Federal
Marriage
Amendment.

George Will
Syndicated Conservative
Columnist

“dmmending the Constifuion
lo deline marrigge as
between a man and a
svoman world be enoise for
0 Yeqsons.
Constifutionalizing social
policy is generally & misuse
of fundemenial law. And i
seoridd be especially impri-
denit fo el state responsibili-
by for marriage law af @
moment when we reguire
evidence of the sorf thal can
be generated by allowing the
states to be laboratories of
soctal policy. ™

Lynne Cheney
Wife of Vice President
Dick Cheney

! thoeight that the formuda-
fion [Dick Cheney| used in
2000 was very good. First of
all, to be clear thal people
showld be free fo enler info
their relationsbips thel they
choose. And, secondly, lo
recognize whal s bistorically
Been the sitnation, thal
swhen §f contes ko conferring
lepal stefus on relationsbips,
thet is a matter left o the
sates.”

Be conservative with the Constitution. Don’t Undermine it.

Bob Barr (R)

Former Congressman from
Georgia and author of the
Defense of Marriage Act

“Marriage i a quiriessential
slate issue. The Defense of
Marriage Adl goes as far as i
necessary i codifving the
Sederal legal status and
frramelters of marriage. A
constittetfonal amendment

i both tennecessary and
needlessly intrusive and
prenifive.”

CAMPAIGN fo

Sen. Alan Simpson (R)
Former Senator from
Wyoming

“A federal amendment lo
define merriage would do
nothing fo strengiben fami-
fies — just fhe opposite. And
it wondd unnecessarily
undermine one of the core
principles | bave alweays
believed the GOP stood for:
federalism.”

PROTECT the
ONSTITUTION

www.campaigntoprotect.com

Lyn Nofziger
Former White House Press
Secretary and Assistant to
President Reagan

“There are hwo kinds of
amendments. One bind
wonld give the federal gor-
ernment more aulborify,
usually at the expense of the
stertes, and brogden il
indrusion info the lives of its
cittzens. These include the
Jailed Equal Righis
Amenrdment and the frofs-
als fo ban same sex mar-
riages and aboriion. | favor
neither of the latler fiwo bul |
ofipose constitutionel
amendments that would
fan them.




Results

Sponsors of Issue Ads

For the period covering the 108th Congress, we examined
legislative print and television issue ads that ran in the
Washington, D.C. metropolitan area in Roll Call, National Journal, CQ Weekly, The Hill, Congress Daily
AM, The Washington Post, The Washington Times, and the Washington edition of 7he New York Times,
and those that were broadcast on Washington television stations or ran nationally on cable or the net-
works. We estimated the costs for the airtime or print space for these ads but not the full cost for pur-
chasing and producing the ads. See the Methodology Section for a full description of our procedures.

We estimated that $404.4 million was spent on print and television issue advertising during the 108th
Congtess. The 67,653 ads we collected were sponsored by 914 different organizations and coalitions.

Total Spending by Organization

Despite the large overall number of advertisers, we found the bulk of spending concentrated
among a small group of sponsors. The top 1% of organizations accounted for 57% of the total
spending with the remaining 99% of organizations accounting for 43%. The top spender, Fannie
Mae, alone accounted for over 22% of the total ($87.2 million). Roughly 69% of organizations
sponsored five or fewer issue advertisements, with 37% sponsoring only a single ad.

Corporate vs. Citizen/Cause
Group Sponsors Top 10 Issue Advertising Organizations for Spending

Studies on issue advertising have consistently Organization Total | Spending
found that corporate interests outspend and Ads (2003?2001;
. . in millions
out-advertise interests with fewer funds. As
. P . Fannie Mae 10,797 $87.2
Loomis and Sexton noted, “Business in the oS s
. laxoSmithKline* 2,596 33.5
United States has become much more capable
. . . . SBC 1,409 $26.0
of defending and asserting their interests in
. . AARP 4,538 $20.7
Washington. Large corporations have become
.. . . Boeing 8,300 $17.7
extremely sophisticated at dealing with both the
. . BP 3,624 $13.1
public and government; they closely monitor
.. . Pfizer 4,779 $11.6
political and social trends, and for many firms
. . Exxon/Mobil 1,468 $9.7
government relations has become an integral
7 Americans for Balanced Energy Choices 2,660 $9.1
part of corporate strategy.
United States Telecom Association 4,644 $7.7
When Clyde Brown, professor of political sci- Total 44,815 | $236.3

ence at Miami University (Ohio), completed a
2001 study of advertorials he found that busi-
nesses were the most likely sponsor of ads.

Note: These estimates do not include money spent by these organizations in conjunction
with other organizations and as a result are likely to understate true spending. For
detailed information about these companies please see our website at:

Citizen advocacy-centered “cause groups,” even  www AnnenbergPublicPolicyCenter.org/ISSUEADS/.

when most broadly defined, sponsored only *Contacted us regarding spending estimates. Please see our Methodology Section.
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about half as many ads as did businesses. “Labor



advertorials are hardly worth mentioning when compared to the volume of corporate advertorials,
with labor being ‘out-advertorialized” 14:1 over the study period.”” Moreover, “The industries that
felt the most beleaguered — petroleum, energy, and chemical industries — led the pack.””® Highly
regulated businesses and those that rely on the federal government as the main customer, such as
transportation, utilities, and military equipment, were also heavy advertisers.

In an analysis of advertising running in CQ Weekly and National Journal, two publications targeting
Washington political leaders, researchers found that fully 31% of the ads were sponsored by the
defense and aerospace industries. That was followed by finance/insurance/banking (15%) and
telecommunication (13%).” The researchers concluded, “What we are seeing is not pluralism at
work; rather, the monied voices are weighing in. Lockheed and McDonnell Douglas may disagree
over specific weapons systems, but the defense/aerospace sector as a whole speaks with a single voice
in promoting its products for the post-Cold War era. In none of these sectors does a countervailing
commercial force appear. Medium-sized insurers may make a different health reform argument than
the drug industry, but there are no advocates, say for a single-payer system to be found.”
“Advertising by groups with no direct economic interests stands out as real exceptions; weeks can go
by without the audience of NJ [National Journal] or CQ [ Congress Quarterly] coming across a pres-
entation that does not reflect mainstream corporate or trade association thinking.”®!

Our analysis of corporate versus citizen/cause group sponsorship of issue
Spending Distribution advertising echoes previous research. Corporate interests outspent citi-

By Sponsor Type zen/cause interests by more than five to one.

Corporations and groups of corporations accounted for $320.1 mil-
lion in issue ad spending or 79% of the total spending during the

108th Congress. Citizen/cause groups purchased $58.2 million in
issue advertisements representing 14% of the total.

e

Other 7% Corporate 79% ) o
Citizen/cause 14% or 7% of the total ad spending. These remaining groups are trade associations,

Ads sponsored by the remaining organization types constituted $26.1 million

foundations, professional associations, unions, individuals, and countries.

Businesses outspent citizen/cause groups not only in absolute terms, but also in the number of spon-
sors spending over $1 million. We estimate that 18 individual businesses spent over $1 million on
issue advertising during the 108th Congress, compared to only six citizen/cause groups that did.

Types of Sponsors By Issue Ad Spending

Corporation(s) $320.1 79%
Citizen/cause Advocacy Groups $58.2 14%
Multiple $7.9 2%
Foundations $4.8 1%
Professional Associations $4.0 1%
Unions $2.7 &
Person/People $2.3 2
Countries $2.3 *
Unknown $2.0 *

*Less than 1%
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Individual Corporations Spending Citizen/Cause Groups Spending

Over $1 Million on Issue Ads Over $1 Million on Issue Ads
Rank | Organization Spending Rank | Organization Spending
(in millions) (in millions)
1 | Fannie Mae $87.2 1 AARP $20.7
2 | GlaxoSmithKline* $33.5 2 MoveOn.Org* $2.4
3 | SBC $26.0 3 American Civil Liberties Union $2.2
4 | Boeing $17.7 4 Dr. Rath Health Foundation $1.9
5 | BP $13.1 5 | TomPaine.com* $1.5
6 | Pfizer $11.6 6 Washington Legal Foundation $1.2
7 | ExxonMobil $9.7
8 | Freddie Mac $7.6
9 | Blue Cross Blue Shield Association $6.4
10 | General Motors $5.3
11 | Northrop Grumman $4.8
12 | Lockheed Martin $4.7
13 | Microsoft Corporation $3.8
14 | Merrill Lynch $3.3 Note: .Thi:sc es‘timate.s do not igcludc money spent by these
organizations in conjunction with other organizations and as

5= FrcevVatsrhioliseCoopers $2.6 a result are likely to understate true spending. For detailed
16 | Airbus $2.1 information about these companies please see our website
17 | Bristol-Myers Squibb Company $1.8 at: www.AnnenbergPublic PolicyCenter.org/ISSUEADS/.
18 | Shell Oil Company $13 NC[ZzE;aCtl:(tj;i gl;sslzzi:;:[ill.ng spending estimates. Please see our

Ambiguous or Potentially Misleading
Sponsor Names

Past studies of issue advertising have identified the use of ambiguous or potentially misleading
names as a concern. Kathleen Hall Jamieson has argued that the adoption of pseudonyms for adver-
tising groups makes the ads problematic. “Because issue advocacy ads are not subject to disclosure
requirements, the press and the public have no way of knowing who is funding the campaign or how
much is being spent. At the same time, funders can camouflage their actual agenda behind an
innocuous group label, making it difficult for the public to assess the group’s motives and credibil-
ity.”® Jamieson further argued that “At worst such labels trick citizens into misidentifying the source
of the message; at best, these labels fail to tell the citizen whose self-interest is served by the message.
The absence of disclosure in issue advocacy undercuts citizen assessment. Knowing who is paying
for an ad helps viewers determine whether the sponsor is a credible source; part of what makes this
possible is knowing the self-interest of the sponsor. Audiences take the possible self-interest or bias
into account in evaluating messages.”*

According to Brown University professor of political science Darrell West, organizations have a clear
interest in obscuring the true nature of their sponsorship. “Interest groups which run ads have clear
partisan objectives and therefore are not seen as credible by reporters, legislators, or the public.”*
“Unpopular interests recognize that one of the most important aspects of effective communications
is ‘source credibility.” Individuals or groups that are seen by the public as being independent or unbi-
ased are more persuasive than those that are not. Interests that lack source credibility hide their activ-
ities under innocuous-sounding alliances, such as the National Smokers Alliance or Citizens for a
Sound Economy. The former is funded directly by Philip Morris, while the latter is a conservative

group devoted to lessening government regulation of the private sector.”®
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Asbestos A Problem?

Not for Honeywell’s CEO.
He took home 56 million dollars last year.

But asbestos
1S a problem for

Chris Stoeckler.

He's dying at 41 from mesothe-
lioma, caused by a career spent as
a mechanic working with Bendix
asbestos brakes. He'll leave behind
Wendy, his wife of 18 years, and
Taylor, their ten-year-old daughter.

Honeywell’s answer:

“My answer to the problem is: If you have enjoyed a good life while working
with asbestos products, why not die from it. There's got to be some cause.”

Letter from E. A. Martin, Purchasing Director of Honeywell's Bendix Unit to
Canadian Johns-Manville, September 12, 1966.

Congress’ answer:

Eliminate the nght to fair compensation. Let Honeywell escape
all responsibility for less than it pays its CEO each year.

Explain that to ten-year-old Taylor. We can't.

For more information visit: www.fairasbestossolution.org or call (800) 998-9600

Sponsored by Committee for Fair Ashestos Solution




Jamieson also noted that research found when “audience members are neutral toward an issue and
generally uncommitted, they tend to respond more negatively to a trade organization or a commer-
cial sponsor than to a noncommercial sponsor of the same advocacy position. Knowledge about the
sponsor influences the impact of the issue ad . . . Source credibility is a fundamental concept in
understanding how interest groups utilize issue advocacy. By employing a front group to sponsor
issue advocacy, a controversial interest group may forestall a backlash. Average viewers may not be
able to discern the source of the ads and thus may judge a commercial sponsored by a front group
more favorably than an advertisement for an interest identified in its spots.”

The major organizations we identified with ambiguous or potentially misleading names spent
a total of $18.5 million on issue ads.

Americans For Balanced Energy Choices
-

N\

T B D ST

[Announcer] Some of us into making our world and one thing that's from coal. The fact is

invest lots of time and cleaner helping is electricity, while coal’s usage has
money tripled since 1970,

emissions have been thanks in part to invest- And unlike some people,
reduced and air quality ments in clean-coal affordable, adundant
has improved, technology electricity from coal is

always there to help.

REsuULTS @



Issue Advertisers With Ambiguous or Potentially Misleading Names

Organization Name

Organization Description

Alliance for Energy and Economic Growth

An energy-industry led organization that is lobbying for
the Bush energy policy

Americans for Balanced Energy Choices

A coalition of mining companies, coal transporters, and
electricity producers that supports coal-based electricity

Americans for Job Security

A group of corporate and individual members that pro-
motes conservative candidates for national political races

Campaign to Protect the Constitution

A group that is focused on blocking the Federal Marriage
Amendment, which sought to define “marriage” as a
union between a man and a woman

Citizens for Asbestos Reform

A coalition of insurance companies that would like to block
asbestos lawsuits

Coalition for Affordable and Reliable Energy

A single organization comprised of separate trade
associations dedicated to promoting the use of coal for
energy production

Coalition to Protect America’s Health Care

A coalition of hospital owners and operators that
advocates for increasing federal funding to hospitals

Committee for Fair Asbestos Solution

An organization that has not publicized its members or
funding sources that urged Congress not to pass the
Asbestos Victims Compensation Fund

Concerned Women for America

A conservative religious organization that focuses on
bringing Biblical principles into all levels of public policy

Conservatives for Balanced Electricity Reform

A coalition of more than 20 conservative leaders who
opposed the implementation of FERC’s standard market
design rule, which was designed to encourage competition
in the wholesale power market

Dr. Rath Health Foundation

An organization founded by vitamin researcher

Dr. Matthias Rath to implement a new global health care
system. The organization sponsored numerous ads
opposing the war in Iraq

National Hispanic Policy Institute

An organization run by New York State Senator Efrain
Gonzalez to block the merger of Spanish-language media
Univision and HBC that has not publicized its members or
funding sources

Partnership to Protect Consumer Credit

A coalition of retailers and credit card companies fighting
for less regulation of the credit industry

Project Protect

An organization that supported the Healthy Forest
Restoration Act (HR 1904), which promoted logging of
forests to protect them from wildfire and disease, and has
not publicized its members or funding sources

Stakeholder Coalition

An organization that advertised in opposition to a proposal

in the energy bill (HR 6) that would have financed upgrades

to the national energy transmission grid. This organization has
not publicized its members or funding sources

Stay the Course

An ad hoc group comprised of 52 prominent individuals
such as Steve Forbes who supported the war in Iraq

TomPaine.com

An organization that sponsors a website that acts as a
clearinghouse for progressive news and opinions. In 2004,
the organization merged with the Institute for America’s
Future, a progressive 501(c)(3) citizen/cause group

Voices for Choices

A coalition of telecommunications companies that
advocated the continued regulation of local telephone
services and is primarily funded by AT&T and MCI
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The Blueprint for the
rican Dream. Inspired

President Bush.
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Spending by Issue

Each ad was coded for a number of characteristics including the main issue it addressed (see the
Methodology Section for a full description). Certain issues with high levels of ad spending were fur-
ther broken down into subtopics. For example, under the broad issue of Tort Reform, there were three
specific subtopics: asbestos litigation, medical liability litigation, and class-action litigation. When an
ad addressed multiple issues, the dominant issue determined the ad’s categorization.

For the advertising directed at policy-makers during the 108th Congress, we identified 28 different
issues and 52 different specific topics. Advertising about business and the economy ranked num-
ber one, accounting for 26% of all spending ($106.7 million). The top three issues alone (busi-
ness/economy, health care, and energy/environment) accounted for well over half (59%) of the
total spending on legislative issue advertising.

As is apparent from the chart, selected specific issues often dominated issue spending. For example,
fully 90% of spending on the issue of business and the economy was spent by Fannie Mae, Freddie
Mac, and the Homeownership Alliance regarding their oversight and charter. Government spend-
ing was similarly dominated by advertising for military contracts.

Issue Spending

1 Business/Economy $106.7 26%
2 Health Care $80.4 20%
3 Energy/Environment $53.8 13%
4 Telecommunications $46.4 11%
5 Government Spending $43.9 11%
6 Foreign Policy $14.5 4%
7 Social Security $7.6 2%
8 Tort Reform $5.9 1%
9 Candidate $5.5 1%
10 Civil Rights $4.2 1%
11 Labor $3.8 &
12 Gun Control $3.2 o
13 Trade $2.9 &
14 Education $2.7 2
15 Taxes $2.5 2
16 Transportation $2.1 &
17 Substance Abuse $1.6 &
18 Animal Rights $1.0 i
19 Abortion $0.7 &
20 Political Process $0.7 &
21 Aviation $0.7 2
22 Other $0.7 &
23 Voting $0.3 2
24 Gambling $0.3 <
25 Political Parties $0.3 *
26 Farming $0.2 o
27 Immigration $0.1 o
28 Crime $0.1 S

* Note: Less than 1%
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Selected Subtopic Spending

Business/Economy $106.7
GSE Oversight $96.0 90%
Health Care $80.4
Prescription Drug Benefit $40.5 50%
Government Containment of Health Care Costs $26.5 33%
Prescription Drug Re-importation $3.7 5%
s e
Energy/Environment $53.8
Government Mandates on Alternative Fuels and
Alternative Fuel Vehicles $23.0 43%
Investment in Coal as an Energy Source $10.3 19%
Investment in Natural Gas as an Energy Source $4.8 9%

Telecommunications $46.4

Local Telephone Deregulation and Competition $39.9 86%
Government Spending $43.9

Military Contracts $36.5 83%
Foreign Policy $145

War in Iraq $4.1 28%

How balanced is the spending?

One of the major objectives of this research was to assess if legislative issue ad spending was equal
on all sides of the major public policy debates. If groups on only one side of an issue advertise or if
one side can vastly outspend the other, some organizations can dominate the debate and potential-
ly distort the truth, both of which may affect how legislators and regulators view issues and ulti-
mately make policy decisions. In the absence of equal voices, there is increased opportunity for a
biased policy process.

We found that there was vastly uneven advertising spending on important public policy issues.
All told, 94% of the specific issues we examined were subject to unbalanced persuasive efforts.
Of the 52 specific issues we identified, half had all of the spending advocating a single side of
the debate with zero spending on competing points of view. Only 26 issues (50%) faced any
opposition spending whatsoever, and for the great majority of these the spending was vastly
disparate; only three (6%) issues had competitive spending.

Specific issues with competitive spending (65% vs. 35% or better) included: drilling in ANWR
(60% supporting, 40% opposed), President Bush’s 2003 tax-cut plan (51% opposed, 49% support-
ing), and the re-importation of prescription drugs (59% supporting, 41% opposed).

RESULTS e



Specific Issue Spending by Side

1 GSE Oversight $0.0 $96.0 0.0% 100.0%
Prescription Drug Benefit $40.3 $0.2 99.5% 0.5%
Local Telephone
'p $34.6 $5.2 87.0% 13.0%
Deregulation
Military Contracts $36.5 $0.05 99.9% 0.1%
Government Containment
5.7 20.8 22.0% 78.0%
of Health Care Costs 3 $ ° °
6 Government Mandates on
Alternative Fuels and $0.0 $23.0 0.0% 100.0%
Alternative Fuel Vehicles
7 Investment in Coal as
v I $10.3 $0.0 100.0% 0.0%
Energy Source
8 Investment in Natural Gas
v I ur $4.8 $0.0 100.0% 0.0%
as Energy Source
The War in Iraq $0.4 $3.6 10.0% 90.0%
10 Prescription Dr
. P . 19 $2.2 $1.5 59.0% 41.0%
Re-importation

How Balanced was the Spending?

Government Mandates on Alternative
Fuels and Alternative Fuel Vehicles

GSE Oversight

The War in Iraq

Government Containment of
Health Care Costs

Prescription Drug Re-Importation

Issue

Local Telephone Deregulation

Prescription Drug Benefit
Military Contracts
Investment in Coal as Energy Source

Investment in Natural Gas as
Energy Source

0 20 40 60 80 100

B Oppose M Support Percent of Spending
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Spending and Issue Outcomes

The question of the effectiveness of issue advertising is complicated in part because the legislative
process is dynamic and many different gradations of success are possible. An organization’s optimal
outcome could be the passage of legislation, the defeat of legislation, no action on pending legisla-
tion, some kind of regulatory remedy, or simply to raise an issue or promote language in a public
policy context.

This study was not designed to prove or disprove whether issue ads affect specific legislative out-
comes. That said there were some associations worthy of note. Major legislative debates that had
significantly unbalanced issue ad spending were more often decided in favor of the side that
spent more during the 108th Congress. Of the top 10 specific issues that we tracked, six had
legislative outcomes that favored the side with more spending, two had outcomes that favored
the side with less spending, and two had mixed results.

For the top eight specific issues, the side that spent more achieved at least partial success. Consistent
with the findings in Legislative Issue Advertising in the 107th Congress, business interests with a finan-
cial stake in an issue outcome dominated the advertising spending and more often than not gained
the legislative or regulatory outcome for which they advocated.

Spending and Issue Outcome for the Top 10 Specific Issues

1 GSE Oversight 0.0% 100.0% Side with MORE spending favored.
2 Prescription Drug Benefit 99.5% 0.5% Side with MORE spending favored.
3 Local Telephone Deregulation 87.0% 13.0% Side with MORE spending favored.
4 Military Contracts 99.9% 0.1% Side with MORE spending favored.
5) Government Containment 22.0% 78.0% Side with MORE spending favored.
of Health are Costs
6 Government Mandates on 0.0% 100.0% Side with MORE spending favored.
Alternative Fuels and
Alternative Fuel Vehicles
7 Investment in Coal as 100.0% 0.0% MIXED Outcome.
Energy Source
8 Investment in Natural Gas 100.0% 0.0% MIXED Outcome.
as Energy Source
The War in Iraq 10.0% 90.0% Side with LESS spending favored.
10 Prescription Drug Re-importation 59.0% 41.0% Side with LESS spending favored.
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Corporate vs. Citizen/Cause Groups on the Issues

Corporate interests dominated citizen/cause groups in spending on specific issues. For the top 10
issues, six were dominated by corporate interests and four were dominated by citizen/cause groups.
All told, business interests outspent citizen/cause groups $320.1 million to $58.2 million (79% to 14%).
Generally speaking, corporate interests and citizen/cause groups advertised on different issue topics.

Top 10 Issues for Business Interest Advocacy Groups

1 Business/Economy $101.9
2 Health Care $59.3
3 Energy/Environment $46.2
4 Telecommunications $44.6
5 Government Spending $43.0
6 Labor $2.7
7 Tort Reform $2.6
8 Trade $2.4
9 Taxes $1.8
10 Transportation $1.7

10 Issues for Citizen/Cause Advocacy Groups

1 Health Care $15.7
2 Social Security $7.6
3 Foreign Policy $7.2
4 Energy/Environment $6.4
5 Candidate $5.1
6 Civil Rights $3.4
7 Gun Control $3.2
8 Tort Reform $1.7
9 Education $1.0
10 Drugs and Alcohol $0.9

Spending on Selected Issues by Organization Type

Business/Economy $101.9 $0.5
Health Care $59.3 $15.7
Energy/Environment $46.2 $6.4
Telecommunications $44.6 $0.5
Government Spending $43.0 $0.7
Foreign Policy $1.1 $7.2
Social Security $0.0 $7.6
Candidate $0.0 $5.1
Tort Reform $2.6 $1.7
Civil Rights $0.1 $3.4
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Issue Spending Over Time

Ranking issues by spending for each of the last four years provides a snapshot of the issues that
received the most issue advertising year over year. Although the methodology of this report (2003-
2004) has changed somewhat from the previous one (2001-2002), these comparisons still yield
interesting observations. Energy and the environment, business and the economy, and health care
all have consistently topped the advertising agenda.

Top 10 Issues by Year

2004 Rank 2003 Rank 2002 Rank 2001 Rank
1 Business/Economy Business/Economy Health Care Energy/Environment
2 Health Care Health Care Energy/Environment Telecommunications
3 Energy/Environment Telecommunications Business/Economy Education
4 Government Spending | Energy/Environment Government Spending | Health Care
5 Telecommunications Government Spending | Telecommunications Abortion
6 Foreign Policy Foreign Policy Foreign Policy Business/Economy
7 Social Security Tort Reform Abortion Foreign Policy
8 Candidate Social Security Trade Tobacco
9 Civil Rights Trade Social Security Trade
10 Tort Reform Labor Education Government Spending

A Closer Look at the Issues
1. Business/Economy ($106.7 million in spending)

Over 90% of the spending on business and the economy was on the specific issue of Government
Sponsored Enterprises (GSE) oversight. Fully $96.0 million was spent out this issue alone.

GSE Oversight

THE DEBATE:

Fannie Mae and Freddie Mac are private shareholder-owned companies that buy mortgages from
lenders, package them into securities, and sell them to institutional investors. They are considered
government-sponsored enterprises (or GSEs) because they operate under a government charter,
which gives them some business advantages (e.g., a $2.25 billion line of credit with the Treasury),
but also imposes some requirements on how they do business (e.g., limiting the size of mortgages
they can purchase). The government backing lets them borrow at interest rates that are typically half
a percentage point lower than other big borrowers, giving them a competitive edge over their rivals.”
The Congressional Budget Office values the government backing at more than $10 billion a year®
In 2003 Freddie Mac had revenues of over $40 billion.” Fannie Mae is credited with revenues clos-
er to $54 billion” making them two of the largest companies in the nation.

Various critics have charged that the two companies are too large, do not provide fair service to
minorities, control too much of the mortgage market, and get an unfair advantage from their gov-
ernment charter. During 2003 Freddie Mac announced it had understated its earnings by $5 billion.”"
The revelations about the accounting added to the calls for greater federal oversight of the GSEs.
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Fannie Mae Foundation
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[Announcer] We built some-
thing special in America.
The finest home fianancing
system in the world,

Ry
A finely crafted system
with private companies
like Fannie Mae fulfilling a
public mission of expand-
ing home ownership.
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opening the doors to home
ownership for millions all
across our country.

30 year fixed mortages.
Some of the lowest inter-
est rates in the world. Low
mortgage costs that save
typical home owners as
much as $25,000 dollars
over the life of their loan.

Downpayments as low as
three to five percent, and
strong consumer protection
against hidden costs and
fraudulent loan practices.

expanding home owner-
ship for millions more.
Because we believe that
every American family
deserves a special place
they can call home.

At Fannie Mae we're proud
with our partners to have
helped over 50 million
American families become
home owners.

&1 FunnieMae

[PFB]: Fannie Mae

Also during 2003, Allan Greenspan, chairman of the Federal Reserve
Board, testified that Congress should consider limiting the multitrillion-
dollar debt the enterprises take on each year, arguing that their below-
market borrowing costs encourage the GSEs to grow faster than the hous-
ing market and contribute little to their mission of promoting homeown-

2

ership.”? Meanwhile, a December 2003 report by the Federal Reserve
Board claims that the firms provide meager support to home buyers. The

federal study estimates that the typical homeowner saves just $87 a year
due to Freddie Mac and Fannie Mae.”

In the 107th Congress (2001 and 2002), the debate about Fannie Mae
and Freddie Mac became the subject of Congressional hearings and legis-
lation that would have stripped some of the companies’ charter benefits.
In 2003 the debate over Fannie Mae and Freddie Mac centered on gov-
ernment oversight. GSEs are currently regulated by the Department of
Housing and Urban Development. In 2003 Housing Financial Services
Capital Markets Subcommittee Chairman Richard Baker (R-LA) pro-
posed legislation (HR 2575) to shift oversight from HUD to a new
Treasury Department agency that would have greater authority in moni-
toring the GSEs financial health, but the proposal died in committee
after the administration pulled its support. Despite investigations into
GSE accounting practices by the Department of Housing and Urban
Development, the Justice Department, and the Securities and Exchange
Commission, no legislation regarding new oversight was passed by the
108th Congress.

SPENDING AND ADVERTISING:

Fannie Mae, Freddie Mac, and the Homeownership Alliance (an organi-
zation that Fannie and Freddie co-founded to promote their mutual inter-
ests) spent over $96 million and accounted for 100% of the spending on

this issue. No organizations ran ads challenging the claims of Fannie Mae
and Freddie Mac.

Fannie Mae spent about $87.2 million, Freddie Mac $7.6 million, and
their coalition Homeownership Alliance spent an additional $1.3 million.
This money went to buy extensive ad campaigns in Washington. These
ads promoted the idea that Fannie Mae and Freddie Mac help the public
by stimulating the economy and helping people buy homes.

2. Health Care ($80.4 million in spending)

Three issues dominated spending on health care advertising: a Medicare prescription drug benefit,

government containment of health care costs, and prescription drug re-importation. Together these

three topics accounted for 88% of health care ad spending,.

Medicare Prescription Drug Benefit

Fifty percent of the spending on the topic of health care was on the specific issue of the prescription

drug benefit. Fully $40.5 million was spent out this specific issue alone.
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THE DEBATE:

Medicare was established in 1965 as a federal health insurance program for people 65 and over.
Since 1972 it has also covered people under 65 with disabilities. When Medicare was first enacted
it did not include coverage for prescription drugs for outpatients. However, since the 1960s, drug
therapies have become increasingly part of standard care while costs for prescription drugs have
increased dramatically. In May of 2001 the Kaiser Family Foundation estimated that virtually all
Medicare beneficiaries use prescription drugs on a regular basis but only three-quarters had some
drug coverage for at least part of the year in 1998.” The foundation found that those “without drug
coverage averaged nearly eight fewer prescriptions per year than those with coverage.”

The Medicare Prescription Drug Improvement and Modernization Act of 2003, which passed in December
of the first session of the 108th Congress, created a new Medicare prescription drug benefit. It provided
for a Medicare-endorsed discount drug card that could be used between 2004 and 2006. The card would
be offered by private organizations but regulated by the government. Both the covered drugs and the
discounts offered differ among the cards, and can vary without warning to the cardholder.”® The law also
provided that beginning in 2006 the government would subsidize the cost of federally regulated but
privately run prescription drug plans. The bill prohibited the government from stepping in to help nego-
tiate volume discounts on drugs that the plans would offer. The Congressional Budget Office estimated
the cost of the new plan at $395 billion between 2004 and 2013.”

Disagreement centered on several issues. Some argued that it was economically inefficient for private
companies to offer drug plans and that a single plan directly under Medicare would provide greater
benefits for less money. Others felt that the drug coverage benefit should have been greater, noting in
particular what became known as the “benefit gap” (the lack of any coverage when drug costs are
roughly between $2,000 and $5,000). The prohibition on negotiation of drug prices by the govern-
ment also came under attack when opponents noted that this would keep drug prices higher.

Proponents of the plan touted it as the largest expansion of Medicare benefits in many years and noted
that the coverage provided was better than what existed. AARP, which supported passage and adver-
tised in favor of the legislation, came under criticism. In addition to being a citizen organization they
also offer insurance and other financial services, and as such stood to benefit as an insurance provider.

AARP (American Association of Retired Persons)

[Woman]: “Senator [Woman]: They're here. Hi. Come on in. Have a Thanks for coming to my
Jordan will sit here. Put seat. How are you? prescription drug summit.
that one on the outside,

honey.” [Man]: “Okay”

Before we leave today, Everybody on board? [Woman]: “Let’s eat.” [Announcer]: If one

| want us to get an [Sen1] :“Sure.” [Sen2]: person could do it alone
affordable drug benefit “Yeah.” [Sen3]: “Uh-huh.” the world wouldn’t
in Medicare. need AARP.
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SPENDING AND ADVERTISING:

Issue ad spending promoting the prescription drug benefit fell into two categories: those that pro-
moted the benefit and those that specifically promoted the prescription drug discount card aspect
of the benefit. The discount drug card programs are run by the prescription drug companies. They
are designed to aid in the transition to the full drug benefit by immediately allowing seniors to pur-
chase certain drugs at discounted rates for a yearly fee. Taken together, advocates of the prescription
drug benefit outspent those in opposition $40.3 million to $206,000.

GlaxoSmithKline was the largest spender promoting the prescription drug plan, spending an esti-
mated $18.3 million supporting the bill. Their advertising accounted for roughly 45% of the total
spending on this specific topic. The second largest spender, Pfizer, spent an estimated $11.2 million
promoting the bill. Their advertising accounted for an estimated 28% of the total spending on this
specific topic. The third largest spender was AARD, which spent an estimated $7.2 million, or 18%
of the total, on this specific topic, promoting the legislation. Taken together, these three organiza-
tions spent an estimated $36.7 million (91%) promoting the Prescription Drug Benefit plan.

Six organizations spent an estimated $206,000 advertising in opposition to the prescription drug benefit.
The largest spender, the National Community Pharmacists Association, spent an estimated $80,000
opposing the bill. Their advertising accounted for roughly 0.2 % of the total spending on this specific topic.

Government Containment of Health Care Costs

Thirty-three percent of the spending on health care advertising was on the specific issue of govern-
ment containment of health care costs (excluded from this specific issue was advertising specifically
related to the prescription drug benefit and re-importation of prescription drugs from Canada). A
total of $26.5 million was spent on this issue alone.

THE DEBATE:

In 2002, $1.6 trillion was spent on health care nationwide, an 88% increase from 1992 expenditures.”® This
represents 14.9% of the Gross Domestic Product (GDP), almost 3 times larger than the industry’s share of
GDP in 1960. Health care as a share of GDP rose most significantly during the 1980s, remained roughly
constant during most of the 1990s, and began to rise fairly rapidly after 2000.” It is projected that health
care expenditures will be near $3.1 trillion in 2012, or 17% of the GDP'™ During the Clinton adminis-
tration this led to the first widespread public policy conversations about overhauling the American medical
system. In 2003 15% (45 million people) of the public had no health care coverage, 27% (77 million peo-

ple) had government-sponsored coverage, and 58% (174 million people) were covered by their employers."”!

Government-run programs that extend health insurance to all, such as those in Canada, were con-
sidered as well as private sector solutions such as increasing tax credits and cost-sharing between
employee and employer. Generally speaking, citizen/cause advocacy groups tended to promote gov-
ernment-centered solutions whereas corporations tended to oppose expansion of government health
programs. President Bush proposed tax credits and incentives for lower-income people to purchase
their own health care but Congress took no action. Though not taken up in the 108th, advertising
did address the issue of health care coverage and costs.

SPENDING AND ADVERTISING:

We estimated $26.5 million in spending on issue ads related to government containment of health
care costs. Fully 75% ($20.0 million) of the total advertising on the issue was purchased by
GlaxoSmithKline and Blue Cross Blue Shield to argue that the current market-based system keeps
health care costs low. The Blue Cross Blue Shield ads implicitly argued that they were doing their
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part to keep costs low, and justified the costs of health care in the U.S. (e.g., research, quality) where-
as the GlaxoSmithKline ads repeated the theme that health care costs were high because researching
and developing new drugs takes a great deal of time and effort.

A number of organizations such as AARP and the Robert Wood Johnson Foundation promoted
increased government action to contain the rising costs of health care. Many of these ads advocated
expanding government programs designed to provide at-risk groups such as children, the elderly,
and the poor with health services. AARP was the top spender, sponsoring $3.1 million worth of
advertising promoting increased government action to contain the rising costs of health care.

Re-lImportation of Prescription Drugs

Five percent of the spending on health care advertising was on the specific issue of re-importation
of prescription drugs. A total of $3.7 million was spent on this issue alone.

THE DEBATE:

Many U.S. drug companies manufacture drugs in the U.S. but sell them cheaper abroad than they
do domestically. Drugs sold to foreign countries can cost between 30% and 70% less than the same
drugs sold within the U.S." In recent years the costs of domestic drugs have risen dramatically. For
example, between 2003 and 2004 prices rose by three times the rate of inflation and rose almost
30% from 2000 through 2003."> The rising cost of domestic drugs and the availability of lower
cost drugs re-imported back into America from abroad have led Americans to increasingly order
their drugs from outside U.S. borders. In 2003 one estimate of drug purchases from Canada alone

accounted for almost $700 million in expenditures.'*

It is legal for individuals to personally import a less than three-month supply of drugs for personal
use. Otherwise it is illegal for Americans to buy drugs that are not manufactured at FDA-approved
facilities. The FDA has consistently argued that they cannot guarantee the safety of drugs imported
from abroad. Proponents of the practice note, however, that many drugs ordered from abroad are in
fact made in the U.S. in approved facilities.

One of the provisions considered as part of the Medicare Prescription Drug Improvement and
Modernization Act of 2003 would have allowed re-importation of drugs from Canada, but in the
final stages this amendment was removed. Instead the bill called for a study on the feasibility of
legalized re-importation by December 1, 2004. In 2004, other legislation was proposed by both par-
ties to legalize re-imported drugs from Canada, but was not passed out of committee.

Those opposing re-importation of drugs note that driving the domestic cost of drugs down may reduce
the funding for research and development by U.S. pharmaceutical companies. Those supporting re-impor-
tation note that most of the revenue from these drugs goes to profits, not research, and there would be
ample money for research even with lowered prices. Proponents also argue that many people cannot afford
to buy drugs without re-importation and therefore are at increased health risk if purchase from foreign
sources remains illegal. Opponents say the safety of drugs imported from abroad cannot be guaranteed.

SPENDING AND ADVERTISING:

We estimated that issue ad spending on the re-importation of prescription drugs was $3.7 million
dollars or 5% of all spending on health care issues. Of the spending on the issue of re-importation,
59% or $2.2 million dollars was spent in support of re-importation, while the remaining 41% ($1.5
million) of the spending was spent advocating against re-importation. AARP dominated the adver-
tising supporting re-importation. Pharmaceutical companies such as GlaxoSmithKline, Pfizer,
Purdue, and PhRMA made up the majority of organizations advocating against re-importation.
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3. Energy/Environment ($53.8 million in spending)

Three topics dominated advertising about energy and the environment: government mandates on
alternative fuels and alternative fuel vehicles, investment in coal as an energy source, and investment

in natural g4as as an energy source.
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Government Mandates on Alternative Fuels and Alternative Fuel Vehicles

A total of $23.0 million dollars, 43% of total spending on the issues of energy and the environment,
referred to the specific issue of government mandates on alternative fuels and alternative fuel vehicles.

THE DEBATE:

Given the concern over access to and quantity of the world’s remaining oil reserves, there is interest in
alternative sources of energy, especially for automobiles that depend almost entirely on gasoline. There
are already alternative vehicles in use in the U.S., most notably the gas/electric hybrid, and public poli-
cies to encourage their use are part of the broader energy policy debate. On February 14, 2002 the Bush
Administration unveiled the Clear Skies Initiative, which said it would reduce the pollutants sulfur diox-
ide, nitrogen oxide, and mercury.'” The Clear Skies policies support a $4,000 tax credit for buyers of
high-mileage hybrid vehicles, yet oppose “tougher fuel efficiency standards for automobiles.”™ While
Congress has made little “progress on the Clear Skies proposal in its past two sessions”” the Bush

administration has signaled it intends to resubmit the legislation to the 109th Congress.!®

Also, there continues to be a large push for more advanced technologies such as hydrogen fuel cells. In
2004 Bush proposed $227 million in the FY 2005 Department of Energy budget for the hydrogen fuel
initiative, which aims to develop commercially viable hydrogen-powered fuel cells for use in cars and
electricity generation.'” Some Democrats counter that the initiative is an attempt to divert attention
from those who think automakers should meet more stringent fuel economy standards.

SPENDING AND ADVERTISING:

All of the ads argued against government mandates on alternative fuels and alternative fuel vehicles
by showcasing voluntary industry efforts to raise fuel efficiency in automobiles. The largest spenders
were BP ($11.5 million), General Motors ($5.2 million), and ExxonMobil ($2.6 million). BP and
ExxonMobil are gas and oil companies who benefit by enhancing their images as environmentally
sound companies that contribute to the efforts to lower emissions. General Motors, among other
automakers, advertised new vehicle technologies that they said were more environmentally friendly.
These ad campaigns may prevent more stringent government regulations by communicating to pol-
icy makers that petroleum manufacturers and car producers are voluntarily making an effort to do
their part in protecting the environment and thus that government mandates are unnecessary.

Investment in Coal As an Energy Source

We estimate that $10.3 million, 19% of the spending on energy and environmental issues, dealt
with coal as an energy source.

THE DEBATE:

Coal fuels half of the nation’s electricity and is less expensive than natural gas, the other major
source of energy. Coal is plentiful, with domestic reserves that could last for 230 years. Proponents
of coal argue that it is affordable, reliable, and domestically secure. However, pollutants from coal
are among the biggest contributors to acid rain and global warming. As a candidate Bush prom-
ised to expand energy supplies by encouraging reliance on coal. Bush also pledged to ease envi-
ronmental restrictions that industry officials said were threatening jobs in coal country.

The 2003 energy bill included a $16 billion tax package that would have provided subsidies to the
oil, gas, coal, and nuclear power industries to encourage additional production. The Senate held a
vote on a portion of the bill that would have allowed drilling in the Arctic National Wildlife Refuge
(ANWR). “The bill would link [ANWR] drilling to a fund coal companies pay into to clean-up
abandoned mines. Money from drilling would also be diverted to help pay health care costs of

retired miners whose companies have gone bankrupt.”'*°
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The 2004 bill, like the 2003 bill, contained many of the same tax credits and subsidies for oil, clean
coal, natural gas, and nuclear power totaling billions of dollars. However, as was the case with the
2003 version, it stalled in the “Senate over an environmental and legal issue; the insistence by House
GOP leaders that the bill include liability protection for the producers of MTBE, a clean-fuel addi-
tive that has been found to pollute groundwater when it leaks from storage tanks.”""" As a result,
the bill did not pass the 108th Congress.

The FY 2005 administration budget proposal included $447 million for research into cleaner burn-
ing coal. The proposal included funds for research and development, clean-coal technologies, and
tax incentives among other projects.

SPENDING AND ADVERTISING:

All of the spending in this category purchased ads that supported coal use. By far the largest spender
promoting coal as an energy source was Americans for Balanced Energy Choices, a coalition of min-
ing companies, coal transporters, and electricity producers who spent an estimated $9.1 million to
sponsor issue advertisements. These ads portrayed coal as an “increasingly clean” energy source that
is both available and environmentally friendly. There were no ads solely dedicated to opposing
investment in coal as an energy source.'"

Investment in Natural Gas as an Energy Source

We estimate that $4.8 million, 9% of the total spending on energy and environmental issues, was
spent on natural gas as an energy source.

THE DEBATE:

The 2004 version of the Comprehensive Energy Bill (HR 4503) included a provision for $18 bil-
lion worth of loan guarantees to build a natural gas pipeline from Alaska to the lower 48 states.
Proponents of the pipeline argue that the U.S. had to secure domestic sources of energy and that
natural gas was the most abundant. The only component of the project that was debated was the
price guarantees for natural gas that would come from this pipeline. The 2003 energy bill included
a $16 billion tax package that would have provided subsidies to the oil, gas, coal, and nuclear power
industries to encourage additional production.

Despite the failure to pass the Energy bill, the natural gas industry successfully lobbied against the
Climate Stewardship Act of 2003, which would have “establishe[d] a so-called ‘cap and trade’ system
that freezes emissions from six greenhouse gases at 2000 levels by 2010.”""* The restrictions in the
bill were considered too stringent by the industry and the bill never made it out of the Senate
Committee on Environment and Public Works.

SPENDING AND ADVERTISING:

All of these ads advocated in favor of natural gas. ExxonMobil was the majority spender on the issue. They
sponsored an estimated $2.5 million promoting investment in natural gas as an energy source. No organ-
izations ran ads in opposition.
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4. Telecommunications ($46.4 million in spending)

Local Telephone Deregulation and Competition

About 86% of the spending on telecommunications issues dealt with local telephone deregulation

and competition. A total of $39.9 million was spent on this issue alone.

THE DEBATE:

The debate over telecommunications competi-
tion has its roots in the 1982 consent decree
between AT&T and the Justice Department.
The decree split up the AT&T phone monop-
oly into AT&T and seven regional Bell operat-
ing companies or “Baby Bells” with subsequent
mergers reduced their number from seven to
four. The four remaining Baby Bells inherited
the existing infrastructure that made up the
nationwide phone network and a protected
local telephone monopoly, but they were not
allowed to engage in long distance, manufactur-
ing, or information services. By contrast,
AT&T was allowed to remain in these markets.

In an effort to repeat the successful creation of
a competitive long-distance market, Congress
and  President  Clinton  enacted the
Telecommunications Act of 1996, which
sought to promote similar competition in the
local telephone market. The government knew
repeating this success would not be realistic if
competitors had to build their own infrastruc-
ture of telephone lines, so the Act prescribed a
tradeoff whereby the Baby Bells were allowed to
enter the previously restricted long distance,
manufacturing, and information services mar-
kets in exchange for the end of their local tele-

phone monopolies.'*

Many argued that since
the original telephone lines had been built with
government sponsorship, no single private com-
pany technically owned the lines and that it was

defensible to give competing private companies

SBC will say ’

anything to
kill competition,

Dover thee land w0 pears, SBC hus saed
O phond COMPATLD i (TN e
*on & parth o financisl nsin ™

But wi 2003 SBL gires: [Nése ahaefakien
DEND drvaieRs | A [ Dalinn
sepurthasng 350 meben shares, of stock.

A2 o SBIC USL pad 7% belion (o Creme e
trgest mrwie compaey = Amenca. e cash.

R ESTY st e SO 108 B W 1O . 1 w
SEMpULIG0E LS peal thiey (TSRS 1 nCans

s e FOC hat pan w
of e indusiiy. A few months afier They ot what they |
Wil ety it B G et woe,

b ey e pressureg Thee FOC 5wk B oo
competfon poloes. of the 19494 lelecommuncatony
R Ty Dt S AT 157 U Whne
nomEey and Ly ey 1 g bk umiess e g
wibef,

bavmr mund! this record peofits. Mever mand thisn [Homsss
o vt i Sroadtng

._\\\\\\'\

Given SBC's track record,
they've got a lot of explaining to do.

<

e e
e e e s TEE 1R e R
s e e s = 8 bz Lt 1 $17 W
e T = ———

1 M s o g e St B e st g B
Loy [ | s o e g e s | bt B s g [ [ s Wi Ly 3 5 B
Quatenr =t MO e By i 143 by ] U0 S e e v Y gy, e vy 6 5] W L
B4 R e e S | 85 e ) W e e o Iy ot L etay |8 ) (e
e L R e R e e 1)

access. The 1996 legislation was vague, however, and left many of the details to the Federal

Communications Commission.

As prescribed in the Act, the FCC established and implemented a set of rules that gave those want-

ing to enter the local phone market the right to lease telephone lines from the Baby Bells at deeply

discounted rates. A number of new companies such as AT&T, Sprint, and MCI entered the local

telephone service market, offering consumers a choice of provider for the first time in history.

However, the Baby Bells opposed the plan on the grounds that they were essentially forced to sub-

sidize their competition by leasing their infrastructure at low rates. They contested the first set of
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leasing rules and instead argued that voluntary negotiations should set the rate structure. The Baby
Bells worked to overturn the rates mostly through the courts and were successful in 1998 when the
Supreme Court ruled that the rates were too low. However, the Court sided with the FCC saying
that they did indeed have the broad power to set the rules for competition."” The FCC produced
a second set of leasing rules but the Baby Bells again filed suit.

Unsatisfied with the progress of their suit, the Baby Bells also sought a legislative remedy. The 107th
Congress considered the Internet Freedom and Broadband Deployment Act of 2001 (popularly referred
to as Tauzin-Dingell). This bill would have exempted the Baby Bells from the FCC’s leasing regula-
tions but it did not pass. Despite the legislative failure, the Baby Bells again won in the courts in
2002 when the FCC’s second set of leasing rules were struck down. The court again directed the
FCC to come up with a more favorable rate structure. The FCC issued a third set of leasing regu-
lations more favorable to the Baby Bells

In March of 2004 the United States Court of Appeals overturned the third set of leasing rules say-
ing they were still too burdensome on the Baby Bells though it was fine to exempt the broadband
lines from the regulations. After the appeals court ruling, the FCC set a June 2004 deadline for the
Baby Bells to voluntarily negotiate settlements with competitors seeking access to carrier lines to
provide long-distance rates and other services. Although only a single Baby Bell, SBC, submitted an
agreement with rival Sage Telecom, it was kept secret from the public, sparking criticism that these
types of agreements could result in higher prices for consumers because of anti-competitive prac-
tices. The FCC also voted to appeal the court order, but in June of 2004 this final appeal was reject-
ed. Within weeks AT&T announced plans to end offering some local phone service. In early 2004
SBC bid to purchase their formal rival AT&T altogether.

SPENDING AND ADVERTISING:

A number of Baby Bells such as SBC Communications and Verizon, and their main lobbying group,
the United States Telecommunications Association, ran ad campaigns in Washington, D.C., that
argued in favor of the deregulation of the local telephone services market. These ads mainly sought
an end to the FCC’s regulations by contending that the rules stifled investment in new technologies
and hurt the economy by eliminating jobs. These groups spent a total of $34.6 million, or 87% of
the spending on local competition, arguing in favor of deregulation of the local telephone services
market. SBC alone spent $25.8 million (65% of the local competition total) arguing in favor of
deregulation, making it the highest single spender on this issue.

A number of the companies wanting to enter the local telephone market (such as AT&T) and organ-
izations comprised of companies that were opposed to deregulation (such as Comptel Ascent
Alliance and Voices for Choices) ran ad campaigns that argued against the deregulation of the local
telephone services market. These ads promoted the benefits of competition for the American local
telephone service consumer. These organizations spent a total of $5.2 million arguing against the
deregulation (13% of the local competition issue total). Voices for Choices alone spent $2.7 million
(7% of the local competition issue total) advertising against deregulation.

@ ISSUE ADVERTISING IN THE 108TH CONGRESS



5. Government Spending ($43.9 million in spending)

Roughly $36.5 million, 83% of total spending on advertising targeting government spending, was
directed at military contracts. Nine of the top 10 companies receiving the largest dollar volume of

prime contract awards were issue advertisers.

Military Contracts

THE DEBATE:

The Department of Defense (DOD) accounts for the majority of federal
contract awards. In September of 2003, the 108th Congress voted to
increase the defense budget by $13 billion from the inherited FY03 level
of $355 billion to $368 billion for FY04. In July of 2004, Congress voted
to increase defense spending by $48 billion, raising the FY05 budget to
$416.2 billion."*

Among the major programs that received significant funding by the 108th
Congress were the F/A-22 Raptor, the Joint Strike Fighter (F-35), the
F/A-18 Superhornet, the MV-22 Osprey, the Virginia-Class Submarine,
the Littoral Combat Ship, the DD(X) Destroyer, the Arleigh-Burke-Class
Destroyer, Future Combat Systems, C-17 Transport Plane, and ballistic
missile defense systems.

There were controversies over the defense appropriations, however, such
as debates over continuation of Sikorsky’s Comanche attack helicopter
program and the Boeing air-tanker lease program. In February of 2003,
the Pentagon terminated the Comanche program, diverting its remaining
funding to other projects. To date, $7 billion has been spent on the
Comanche project.'"” In 2003 a controversial $25 billion involving
Boeing air-tankers was postponed due to congressional concerns over eth-

ical misconduct at the aerospace giant'*®

In addition, the 108th Congress appropriated significant supplemental
funds to pay for the conflicts in Afghanistan and Iraq: $79 billion in April
0f 2003 and $87.5 billion in November of 2003.° The FY05 defense
budget of $416.2 billion contains $25 billion for the war in Iraq. Budget
items earmarked for Iraq and Afghanistan contain funding for a myriad of
war-related efforts, including major sub-contracts for military supplies
and post-conflict reconstruction projects. Of the major military contracts
specifically funded by the Iraq and Afghanistan supplemental appropria-
tions, those awarded to Vice President Dick Cheney’s former firm
Halliburton received the most attention. Aside from contracts to provide
logistical services such as food to the men and women of the military,
Halliburton was awarded contracts to rebuild the Iraqi oil industry on a

no-bid basis. Further, Halliburton and its subsidies were investigated for

improper accounting methods.'!

Lockheed Martin Corp

[Announcer]: Question:
what if an enemy missile
had just been launched?

and a multi-layered
system that integrates
all three.

Turning data into
knowledge and
knowledge into action.

[PFB]: Lockheed Martin.

What would it take to stop
it? Answer: information,
speed, accuracy,

Effective action. Missile
defense.

ﬁ

Py S

Lockheed Martin: we
never forget who we're
working for.
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Companies Receiving Largest Dollar Volume of Prime iIE)ENDINCOI AND GADYIEI,RTISH\;GL di 1
Contract Awards out 15% ($5.6 million) of the spending on leg-
islative issue advertising for military contracts was

Rank Company Prime Contract Awards .. .
sponsored by coalitions of corporations that have
FY03 and FY04 . . . .
. L shared interests in various large-scale military prod-
Combined (in billions)
: ucts. These groups of sub-contractors co-sponsored
1 Lockheed Martin $42.6 . . K .
" S — issue ads promoting their projects. For example, a
oeing - .
group of sub-contractors that build the DD(X)
3 Northrop Grumman $23.0 L. .
A G 5 : — destroyer co-sponsored legislative issue advertising
enera ynamics o
under the name DD(X) Gold Team. All of the
5 Raytheon $16.4 . R .
: major legislative issue advertisers who sponsored
6 Halliburton $11.9 o o .
. I —— _— ads for military contracts as individual corporations
nite echnologies g . .
: — - also did so as members of these teams. The coali-
8 Science Application International $5.1 i i
. c o Sai - tion that sponsored ads promoting the F-22
omputer Sciences . . . . .
Raptor aircraft (comprised primarily of Lockheed
10 Humana $4.8

Note: Records are available at United States Department of Defense,
htep://www.dior.whs.mil/peidhome/procstat/P01/fy2004/top100.htm

Martin, Boeing, and Pratt & Whitney) was the
largest of these groups. During the 108th Congress
it accounted for $1.4 million, 4% of the total
spending on issue ads for military contracts.

We were not able to determine the percent of cost borne by each individual co-sponsoring firm in
these coalitions. In an effort to avoid double counting, spending was reported only for those ads that
the firm sponsored entirely on its own. Co-sponsored ads were reported separately under the coali-
tion’s name. In effect, if an individual firm were also part of any coalition that advertised during the
108th Congress, the estimated individual spending will underreport its actual issue ad spending.

Boeing was the biggest individual spender on advertising for military contracts. We estimated Boeing
spent $17.1 million dollars (or about 47% of the military contract total). The second largest spender,
Northrop Grumman, spent about $4.7 million (or about 13% of the military contract total) pro-
moting its various military products. Lockheed Martin spent approximately $4.2 million (or about
12% of the military contract total) promoting the military products it markets to the government.

We found only three ads sponsored by the National Legal and Policy Center that opposed govern-
ment spending on military contracts. These ads argued that the United States government should-
n’t buy products made by Boeing due to allegations of ethical impropriety. These ads cost an esti-
mated $26,000, or 0.1% of the total spending on military contracts advertising,.

6. Foreign Policy ($14.5 million in spending)

A total of $4.1 million or 28% of spending on advertising about Foreign Policy was directed specif-
ically at the war in Iraq.

War in Iraq

THE DEBATE:
Since Iraq violated United Nations resolutions by ousting weapons inspectors in 1998, the United
States had considered the return of observers an important foreign policy goal.

The Bush administration openly advocated regime change in Iraq because Iraq had violated a UN reso-
lution and allegedly had weapons of mass destruction. The administration, most notably Vice President
Cheney, also argued that evidence suggested a possible link between Iraq and the September 11th attacks.
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The Bush administration pushed a new resolution
through the UN Security Council, despite opposi-
tion from France, Russia, and Germany, demand-
ing that Iraqi leader Saddam Hussein accept the
unconditional return of UN weapons inspectors.
In late November of 2002, Iraq relented and
allowed the inspectors to return. Despite Irad’s
acquiescence, the United States and members of

This is the way to

o prevent a war.
On March 20, 2003, American military forces
led a coalition (including Great Britain, Poland, N Ot Sta rt one.

and Italy) that invaded Iraq. Within three weeks
American forces had entered Baghdad and on
May 1, 2003 President Bush declared an end to P thowiinds uf tmmpiictots eciassd chrvugibont Tty Swapiis ey dind sl

sacovei 1 Amieiens dnselligoises gloaiod from sarollive pbaregraphs, U2 flights,

the international community concluded that Iraq
was not fully cooperating with the UN resolutions.

. . . imtevrepted phoas ralls. Suzpicious activity is drevcted at & factory, & power plaws,
major combat operations in Iraq. s Wikl e, et el b At fderagig b

cemfisratimg mwpisians marerial Diserming fray.

Since the President’s declaration, however, be bk i

American military forces have continued to fight
a guerilla-style war against various Iraqi insurgent

R e L
150,200 Amarican saldiern

groups. Administration critics contend that the il g T b il
pre-war intelligence on Iraqi weapons of mass st s o g
destruction was proven inaccurate as none of the '
suspected armaments were found. They also

argued that the war’s monetary costs substantial- L ittt

the rush to war with Trag.

ly exceeded expectations and that the 9/11

Commission Report cast doubt on the adminis- vyt
tration’s contention of a potential 9/11-Iraq link. ot . ot
In addition, administration critics suggested that Vo i presnng s v g 1

the war strained America’s international relations
and overstretched the American military.

MoveOn.orG. W @ WoRKING ASSETS”
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The coalition members, however, argued the

war in Iraq has made the world safer by remov-
ing a dangerous regime from power. The Bush
administration asserted that a free and democratic Iraq could prove to be a positive example for oth-
ers in the region. Capturing and trying the former Iraqi dictator Saddam Hussein for crimes against
humanity would discourage others in the region from defying the international community.

SPENDING AND ADVERTISING:

During the 108th Congress an estimated $4.1 million in legislative issue advertising was directed specifi-
cally at the war in Iraq. The debate over the war accounted for 28% of the estimated Foreign Policy adver-
tising spending total. Groups opposing the war outspent groups supporting it ($3.7 million to $400,000).
Spending on advertisements opposing the war in Iraq outnumbered those in favor 90% to 10%.

The Dr. Rath Health Foundation, a social justice group, spent an estimated $700,000 in advertis-
ing opposing the war. The foundation’s advertising accounted for 24% of the total spending con-
cerning the war in Iraq. Eight organizations advertised in favor. The largest spender was Stay the
Course, an ad hoc group comprised of 52 prominent individuals such as Steve Forbes, who spent
an estimated $230,000 or 71% of the total spending supporting the war.
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Tying the knot could
soon become a tangled web.

If Congress fails to renew the Fair Credit Reporting  That's why Congress needs to protect the

Act (FCRA), a patchwork of conflicting laws national consumer credit system we already
administered by the states would be put in place. have. FCRA established a nationwide, streamlined
The resulting bureaucratic nightmare of red tape system of consumer credit that works. It ensures
would make financing big-ticket items, such as an accuracy, fairness and confidentiality for
engagement ring or honeymoon trip, slower and consumers as well as an unprecedented level
more difficult. A mess like that could make of choice and service. Find out how that
everything from obtaining a mortgage to financing system works for you by visiting our Web

a new car more time consuming and expensive. site at www. ProtectConsumerCredit.org.

PARTNERSHIP TO PROTECT CONSUMER CREDIT
Giving Americans the Credit They Deserve.




Other Findings
Lobbying vs. Advertising

Issue advertising is not considered lobbying under federal law and is not covered by the Lobbying
Disclosure Act. As a result, millions of dollars in spending and potential influence go unreported.
The Lobbying Disclosure Act of 1995 required lobbying firms and other organizations employing
in-house lobbyists to register and file reports on their lobbying activities with the Secretary of the
Senate and the Clerk of the House. The Act is directed at professional lobbyists and covers only
those who are paid to lobby. Moreover, the “triggering provisions of the law cover only lobbying
activities which may be described as ‘direct’ contacts with covered officials.”'*

In fact the provisions of the Act are quite narrow and only cover a person who “makes more than one
‘lobbying contact’ and spends at least 20% of his or her time™* on lobbying activities in a six month
period. “A ‘lobbying contact’ is an oral or written communication to a covered official, including a
member of Congress, congressional staff, and certain senior executive branch officials, with respect to

the formation, modification, or adoption of a federal law, rule, regulation, or policy.”"**

However, these lobbying regulations do not include advertising directed at members of Congress or
their staffs. As a result when organizations report their lobbying expenditures they often dramati-
cally understate the amount they spend to influence the legislative process. Organizations that rely
heavily on issue advertising but do not employ people who make “lobbying contact” do not need to
disclose their lobbying expenditures at all.

Using the Office of the Senate’s 2003 data, we were able to determine the reported lobbying expendi-
tures for many of the top issue advertisers. These numbers include reported spending for both in-house
and out-of-house lobbying as defined by law. According to records kept by the Senate, one of the organ-
izations we documented as spending the most on issue advertising in 2003, the United States Telecom
Association, had no registered lobbyists and no lobbying expenditures recorded.” Yet, as shown below,
we recorded over $5 million in estimated advertising expenditures for the organization. We were able to

Top 10 Issue Advertising Organizations in 2003:
Lobbying vs. Issue Advertising Spending in Millions of Dollars

Fannie Mae $10.7 $45.7 $56.4
SBC $6.4 $19.5 $25.9
AARP $21.0 $12.9 $33.9
Boeing $11.4 $6.5 $17.9
Pfizer $6.3 $10.8 $17.1
Americans for Balanced $0.1 $3.3 $3.4
Energy Choices

Freddie Mac $1.3 $3.2 $4.5
Blue Cross Blue Shield $9.5 $3.2 $12.7
Association

ExxonMobil $7.9 $2.6 $10.5
United States Telecom None reported $2.5 $2.5
Association

Note: The issue advertising estimates do not include money spent by these organizations in conjunction with other
organizations and as a result are likely to understate true spending. For detailed information about these companies
please see our website at: <www.AnnenbergPublicPolicyCenter.org/ISSUEADS/>
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obtain data on the other nine top issue ad spenders in order to compare official lobbying expenditures
with unreported estimates of issue advertising expenditures.

Six out of the 10 top issue-advertising spenders spent more on issue advertising than they
spent on reported lobbying. For example, Pfizer reported spending $6.3 million on lobbying
but also spent $10.8 million on issue advertising. Looking at just our top 10 spenders, these
groups might appear by federal regulatory standards to have spent a total of $74.6 million to
lobby the federal government in 2003, yet when their 2003 issue advertising is included, the
figure climbs to $184.8 million, more than double what was required to be reported.

Outlets for Issue Ads

The number of organizations that sponsored print advertisements dwarfed those sponsoring televi-
sion advertisements, 879 to 111. However, we collected 58,408 total television spots, compared to
9,246 total print issue advertisements directed at the 108th Congress. The amount spent on both
media was closer to being equal. Forty-three percent of spending went for print ads ($175.7 mil-
lion), while 57% of the spending went toward television ($228.7 million of the total).

Top 10 Spenders by Print or Broadcast Advertising

Blue Cross Blue Shield $6.4 Fannie Mae $81.5
Association

ExxonMobil $6.3 GlaxoSmithKline* $31.7
Freddie Mac $6.1 SBC Communications, Inc. $24.4
Fannie Mae $5.8 AARP $17.3
General Motors $5.3 Boeing $15.3
Northrop Grumman $4.8 Pfizer $11.3
Microsoft Corporation $3.8 BP $10.7
Lockheed Martin $3.5 Americans for Balanced Energy Choices $8.8
AARP $3.3 United States Telecom Association $6.2
Merrill Lynch $3.3 ExxonMobil $3.4

Note: These estimates do not include money spent by these organizations in conjunction with other organizations and as a
result are likely to understate true spending. For detailed information about these companies please see our website at:
www.AnnenbergPublicPolicyCenter.org/ISSUEADS/. *Contacted us spending estimates. Please see our Methodology Section.

Three organizations were top 10 spenders

Top 10 Issues by Medium

for both print and television: Fannie Mae,

ExxonMobil, and AARP. The top 10 print

. .. Energy/Environment Business/Economy
spendlng organizations represented a far
. . Government Spending Health Care
smaller share of all spending on print than
.. ; Health Care Telecommunications
the top 10 television spenders did for tel-
.. . . . Business/Economy Energy/Environment
evision. The top 10 print issue advertis-
. o11e Telecommunications Government Spending
ers spent an estimated $48.6 million, — cocial Secur
. oreign Polic ocial Securit
about 28% of the print total, compared g Y y
.. . Tort Reform Candidate
to the top 10 television advertisers,
. o11e Labor Tort Reform
which spent $210.6 million, about 92%
. . Candidate Civil Rights
of the television total. g
Gun Control Foreign Policy
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Timing of Issue Ads

The timing and intensity of issue advertising suggests that
sponsoring organizations hope to influence members of
Congress and their staffs. Our research shows an increase in
issue advertising when Congress was in session and a decrease
in issue advertising when Congress was not in session.

Peak issue advertising months correspond with the months
that Congress spends the most days in session. March was
the single most active month in terms of issue advertising for
the 108th Congress, where we collected a total of 7,714 ads
(2003 and 2004 combined). March was also the busiest
month for lawmakers; the House and Senate were in session

for 73 days during March of 2003 and 2004.

Similarly, the single least active month in terms of issue
advertising for the 108th Congress was August, where we
collected a total of 2,332 ads. Again, August was also the
slowest month for lawmakers, with the House and Senate in
session for a single day during the combined two months.

CASE STUDY: MEDICARE LEGISLATION

Issue advertising on Medicare-related issues rose with the
increase of legislative activity. The Medicare Prescription Drug
Improvement and Modernization Act of 2003 (PL 108-173)
was brought before Congress in spring of 2003, and was
signed into law December 8, 2003. Issue advertising
increased when there was a significant change in the bill’s leg-
islative status. Just prior to June, when the bill was referred
to the House for debate and subsequently passed by the
House, advertising increased dramatically. Similarly, in
November when the bill was in the final stages of conference
committee, during the final debate and floor votes issue
advertising peaked again.

Significant Dates in the Passage of

Medicare Re-authorization 2003

Date Passed

June 25 Referred to relevant House Committees

June 27 Passed by House

July 7 Received in Senate, Amended by Senate, Passed
by Senate, Conference members appointed

July 14 House appoints conferees

July 14 Bill in conference committee

Nov. 21 Conference Report filed. Report passes House

Nov. 25 Report passes Senate

Dec. 8 President signs bill. Becomes public law

Note: The data used for this chart included ads about Medicare-related issues
(prescription drug benefit, government regulation of access and cost of pre-
scription drugs, Medicare — funding, and Medicare — general) during 2003

Days Congress in Session and Issue

Ads Collected

108th Congress Total Days in Total Print and
(2003 & 2004) Session (House & Broadcast Issue
Senate 2003 & 2004) Ads Collected
January 35 4,094
February 44 5,910
March 73 7,714
April 45 5,119
May 55 6,815
June 67 6,726
July 57 7,420
August 1 2,332
September 64 6,379
October 49 7,547
November 42 5,277
December 6 4,679

Timing of Ads - 108th Congress
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The 60 Plus Association

Aluminum Association

American Association of Port Authorities
American Bakers Association

American Boiler Manufacturers Association
American Chemistry Council

American Health Care Association
American Highway Users Alliance

Goedman Manufacturing Corporation

Institute of Makers of Explosives

Intermodal Association of North America
International Brotherhood of Boilermakers
International Brotherhood of Electrical Workers
International Dairy Foods Assaciation

Motor Freight Carriers Association

MNartional Association of Manufacturers

American Iron and Steel Institute  [JNCEINEINPEEEE  Mational Association of Wheat Growers

American Public Power Association

American Road and
Transportation Builders Association

American Sheep Industry Association

American Short Line and
Regional Railroad Association

American Trucking Associations

Americans for Tax Reform

WHAT DO
ALL THESE
GROUPS
American Wacerways Operacors AGREE ON?

National Cattleman’s Beef Association
Mational Food Processors Association
National Grange

MNartional Mining Association

Narional Restaurant Association
National Retail Federation

Mational Waterways Conference, Inc.

Association of Equipment Manufacurers  [[GEININTEEREEE Fordand Cement Association

Brotherhood of Locomotive Engineers
Brotherhood of Railroad Signalman

Center for Energy and Economic Development
Council of Industrial Boiler Owners

Edison Electric Institute

Federation of American Hospitals

Frontiers of Freedom

General Mills

Railway Supply Institute

The Salt Institute

The Seniors Coalition

Small Business Survival Committee
Snack Food Association

US Chamber of Commerce
United Mine Workers of America
United Seniors Association

United Transportation Union

Mational Rural Electric Cooperative Association

LIEBERMAN-McCAIN IS BAD FOR AMERICA

Working together, business and government have helped to make our environment cleaner than it's been in a generation, Despite
huge increases in energy production and consumption, pollution is down across the board,

But some in Congress want to impose mandatory reductions on carben dioxide (CO;) — reductions that will hurt cur nation's
economy, threaten U.S. jobs and competitiveness and raise energy prices for all consumers.

Lieberman-McCain, 5.139, will require deep cuts in American energy use, raising electricity, gasoline and natural gas prices. And
we can expect to pay more for everything we buy — Including food — since everything is produced and transported using energy.

America has made great strides in cleaning up our environment, and American industry is taking action to address concerns that
many have regarding climate change. But Lieberman-McCain will enly threaten our economy, destroy jobs and make it harder for

o CARE

THE COALITION FOR AFFORDABLE AND RELIABLE ENERGY

Oppose Lieberman-McCain. For more information about CARE
and its members, log on to www.careenergy.com.




Conclusion

he data presented in this report show that usually one

side of important issues facing the nation outspends
the competing sides and dominates the debate. Often large corporations outspend other factions
and as a result may have greater influence over the political agenda, frames, and even opinions. In
the absence of competing perspectives, legislators and regulators may be subject to incomplete or
even false and misleading information.

Business interests dominated the issue advertising concerning important public policy issues such as
the oversight of government sponsored enterprises, the prescription drug benefit, local telephone
deregulation, and military contracts. Further, the aforementioned issues had policy outcomes dur-
ing the 108th congress that favored the side that spent more.

Results from this report show that advertising is a heavily used form of lobbying. Despite federal
regulations that require only the reporting of direct lobbying, many organizations spend as much or
more on advertising to members of Congress and most of these persuasive attempts, though out in
the open, are not known about by most citizens. Because most of these ads appear in papers target-
ing members of Congress and their staffs and not the general public, most citizens are unaware of
these persuasive attempts and the massive amount of advertising dedicated to affecting the legisla-
tive and regulatory process.

Brady Campaign/Prevent Gun Violence
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[Announcer]: Bull's Eye [Woman]: “And one Yet the NRA wants the
Shooter Supply is one of traced to crimes, and used by the DC snipers US Senate to give special
a handful of reckless hundreds missing. killed my brother.” legal immunity to Bull's
gun dealers that supply [Announcerl: Eye and other reckless
most of the guns used 12 people killed by that gun dealers.

in crimes. Bull's Eye gun.

[Woman]: “At least that's [Announcer]: Go to [PFB]: Brady Campaign

one crime we can still stopthenra.com and help to Prevent Gun Violence
prevent.” us defeat this terrible bill.
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KEEP AMERICA’S
ECONOMY
MoOVING

Congress must appropriate $31.8 billion to maintain a strong
federal highway program that does the following:

4 Sustains 1.5 million American jobs

M Generates more than $64 billion in economic growth

M Alleviates congestion and environmentally harmful emissions

[ Reduces traffic injuries that cost our economy more than $55 billion

M Improves America's just-in-time inventory system

Americans for Transportation Mobility

Management Committee: Air Transport Association ® American Public Transportation
Association ® American Rood & Transportation Builders Association ® American U.S. Chamber of Commerce 1o Improve
Waterways Operctors ® Association of Equipment Manufacturers e Associated General America’s Transportation Network
Contractors  International Union of Operafing Engineers  Laborers International

Union of North America ® National Asphalt Pavement Assaciation ® Nafional Stone, A N\
iation * . |
Sand, & Gravel Association ® U.S. Chamber of Commerce © Waterways Work! | Www.g-1-m.org

A Business-Labor Coalition of the




VMethodolgy

What Is an Issue Advertisement?

S imply and generally put, issue advertisements are ads
about issues and not products or candidates. That
simple definition belies the confusing reality of how to distinguish issue ads from product, image,
or candidate ads. In fact, despite the simple definition, developing a foolproof typology of issue ads
is a hefty task. Ads blur gradually from product ads to image ads into advocacy ads and public serv-
ice announcements, and onto candidate ads, without bright lines and demarcations. Categories are
further blurred when corporate products are sold to the nation for national defense creating a set of
ads that both promote products and affect public policy or when trade associations run image ads
that promote their credibility while advocating for an industry in journals that target members of
Congress. Common sense and the law are often at odds in determining which ads are candidate ads,
which are commercial ads, and which ads are actually about political, economic, and social issues

facing the public.

For the purposes of this research project we were interested in ads that were about issues of public pol-
icy, specifically national policy; in other words, persuasive ads about issues before the Congress, presi-
dent, or regulatory agencies. Since we looked only at ads that ran in the Washington media market,
many, though not all, of the campaigns that we tracked specifically targeted key government players.

In determining whether an ad was an issue ad, we took into account the specific contents of the ad
and where the ad ran. We collected all ads that mentioned or referred to federal issues of public pol-
icy (whether they mentioned specific legislation, such as HR 5, or general issues as in abortion
rights). We also collected all ads that referred to the president, national legislative bodies, or federal
regulators, and we included product ads run by government contractors.

Corporate image ads and trade association ads represented something of a problem. These ads often
have multiple purposes and effects. They can work to enhance the image of a corporation or trade
association and as a result improve sales, or by enhancing the credibility of the sponsor they may
help promote a policy agenda. For example, an ad campaign promoting voluntary programs by oil
companies to reduce gasoline emissions might be interpreted by a general audience as a good reason
to use that brand, while the same ad targeting a member of Congress might be interpreted as a good
reason new regulation is not necessary. Since it was impossible to know the purpose of the ads, and
since many are created with dual purposes, we included these ads when they ran in journals that tar-
geted members of the federal government (7he Hill, CQ Weekly, National Journal, Congress Daily
AM, and Roll Call). We did so because we felt it was more likely that the elite groups who read these
publications would interpret these ads in the context of questions about public policy and not what
kind of gasoline or car to buy. Image ads that did not mention issues of public policy were not
included when they ran in the Washington Times, Washington Post, or The New York Times.

Distinguishing between candidate ads and pure legislative issue ads was another gray area that was
further complicated by the fact the courts and regulatory agencies were dealing with just this issue
during the course of the research project. We included ads that before the Bipartisan Campaign
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Reform Act (BCRA) would have been considered issue ads. These are ads that support or oppose
federal candidates but are not sponsored by the candidate or their agency and do not use express
advocacy. Ads run or authorized by the candidates or that use express advocacy have consistently
been considered candidate rather than issue ads and thus were not included.

We also did not include ads that ran for free or ads about state or local issues. Generic get-out-the-
vote ads that did not mention federal public policy issues and ads that encouraged changes in per-
sonal habits such as using a seat belt or abstaining from drug use were also not included.

Data Collection and Coding

We included ads that ran in 2003 and 2004 in 7he Washington Times, The Washington Post, the
Washington edition of 7he New York Times, The Hill, Congress Daily AM, CQ Weekly, National
Journal, or Roll Call. The Washington Times, The New York Times, and The Washington Post are gen-
eral papers that serve the Washington area, while the others are papers that cover Congress and
specifically target the federal government. We also included broadcast ads that ran on local D.C.
television stations (WBDC 50-WB, WDCA 20-UPN, WJLA 7-ABC, WRC 4-NBC, WTTG 5-
FOX, WUSA 9-CBS) and ads that ran nationally on the networks or cable (our supplier for televi-
sion ads does not track local cable ads). Occasionally our paper was not delivered and back issues

could not be secured. The ads from the following days are not included in our data set: 7he
Washington Post. 4/12/03, 8/23/03, 8/28/03, 8/29/03; Congress Daily AM: 5/7/03 and 6/5/03.1

Research assistants were trained to identify what was and was not an issue ad and subjected to reli-
ability tests before being allowed to clip them. Researchers had to demonstrate at least 85% accura-
cy in clipping all and only issue ads from the papers and 90% agreement in coding the ads. Once
the coders had passed their competence requirement, the newspapers were scanned by them each
day and ads were clipped and coded for color, page, size, and premium placements. We contracted
with a supplier to electronically monitor the local stations and national cable and networks for tel-
evision advertising. The storyboards of these ads were coded.

Ad content was coded for sponsorship. When ads were sponsored by two or more organizations we
considered the sponsor to be a coalition and attributed the spending to the coalition, not to the indi-
vidual members. As a result our estimates for specific organizations do not include spending by
organizations in conjunction with other organizations.

We also coded for type of organization. Each ad was identified as being sponsored by the
Democratic Party, the Republican Party, a citizen/cause group (i.e. citizen groups, interest groups,
ideological organizations, and organization whose main objective is not profit), professional associ-
ations, corporations (including groups of corporations and trade associations), unions, countries,
individuals, and foundations.

Ads were coded for their dominant issues. When multiple issues were mentioned, we used the pre-
dominant issue. If all issues were given equal weight within the ad, the first issue mentioned was coded.
For a complete copy of the coding document, please contact the Annenberg Public Policy Center.

Spending Estimates

Tracking spending on issue advocacy is far from an exact science. Organizations are not required to
report their issue advocacy expenditures (and usually decline to do so when asked), and stations and
newspapers are not obligated to make those expenditures public. As a result we relied on estimates
in making our calculations.
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We did not take into account the full cost of producing the ads, buying the ads, or designing the ads.
As a result our estimates understate the true costs of issue advertising. They are only estimates of air-
time and print space. Moreover, when organizations sponsored ads in conjunction with other organ-
izations these totals were calculated separately and not added to the individual organization totals.
This was common for many military contractors. Further, no attempt was made to match corporate
subsidiary spending to the parent corporation spending. For example, ad spending by Pratt &
Whitney was attributed to Pratt & Whitney and not their parent corporation, United Technologies.
As a result our estimates understate the amount of spending by particular organizations.

Spending on print ads was calculated based on ad rates. We asked papers for their advertising rates
and for purposes of calculating costs used the “open rate” for the appropriate ad size. Open rates
tend to be higher than rates for buying in bulk, which many of the advertisers receive, and as a result
we may have overestimated the ad space costs for some buyers. We adjusted these prices for color,
day of the week, and some but not all types of premium placement.'”

For television advertising, the Annenberg Public Policy Center contracted with a private company
to obtain the storyboards and estimated costs of airtime. This company uses proprietary software
and hardware to electronically monitor the airwaves and download advertisements from TV broad-
casts. Estimates for the airtime of these commercials were based on current and historical data for
the time, station, market, and program in which the ad aired. Please note that the costs provided are
estimates, and do not factor in the parameters in which buys were made, i.e. placement lead times,
media packages, negotiations, etc.

Data Checking

After we made our estimates, we contacted the organizations that we identified as top spenders in
the report and asked them to contact us if our estimates were wrong. Only three companies disput-
ed our numbers.

MoveOn.org contacted us on January 14, 2005 to explain that there are three distinct legal entities
that use the MoveOn brand name: MoveOn.org (a 501(c) (4)), MoveOn.org Voter Fund (a 527),
and MoveOn PAC. As a result we removed the ads sponsored by the federally regulated MoveOn
PAC.

TomPaine.com contacted us on January 31, 2005 to note that the organization merged with the
Institute for America’s Future on April 6, 2004. After the merger, TomPaine.com became a project
of IAF and ceased issue advertising. A representative placed its 2003 issue advertising at $700,537
and its 2004 at $73,622. The differences in our estimates were attributed to discounted ad rates
offered to the group.

A representative from GlaxoSmithKline wrote on February 8, 2005 to say that their spending on ads
designed to be issue ads totaled only $1 million. They suggested we counted as issue ads, advertise-
ments the company had designed to improve its corporate image (according to GlaxoSmithKline,
these ads only ran on national and cable television markets). The disputed ads either argued that
research and development by drug companies accounted for the cost of prescription drugs or
promoted GlaxoSmithKline’s discount drug card. Since these ads used persuasive language and
aired during the public policy debates over both the Medicare Prescription Drug Improvement and
Modernization Act of 2003 and the re-importation of prescription drugs from Canada, they were
correctly coded as issue ads.
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Limitations of Our Method

In reading this report, it is important to keep in mind that estimates are just that. For example, we
attributed spending to organizations named at the bottom of the ad, though sometimes these organ-
izations might not actually have paid for the ads. Sometimes we counted ads as issue ads because they
mention a topic of public policy, though the sponsors of the ads may have designed the ads more to
promote their companies than their policy positions. Due to budget constraints, we also did not col-
lect advertising from every possible source. There are periodicals that contain issue ads in Washington
that we did not analyze. Moreover, many organizations also run ads in the districts of Senators or
Representatives whose votes they wish to influence. These caveats are all in addition to the ones we
have already mentioned (e.g., not taking into account development of an ad or bulk rate discounts).

Despite these limitations, when we asked, several organizations did contact us to confirm that our
estimates were accurate. Still, it is unlikely given the various ways in which we both under- and over-
estimated actual spending that our numbers represent exact dollar amounts. However, given the cur-
rent lack of regulation of issue advertising, these estimates represent the best information available
to paint a broad picture of who is spending what on which issues.

Living Reef Organization

[Announcer]: This is a These wondrous and are so important And, we cannot exist
journey to a place complex communitites that the oceans cannot without the oceans.
known as the living reef. are the most diverse exist without them.

places on the planet

Pollution and over-fishing Can we protect the living We have to. [PFBI:
are destroying the world’s reef? LivingReef.org
reefs. \We may lose them

within a generation

unless we act now.
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