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How will campaign finance reform affect the role of political partiesin federal elections?
Will parties be able to maintain their status as principal actorsin the electoral process? Will they
have the resources needed to provide meaningful assistance to candidates, as well as to turn out
party supporters on Election Day? These are the questions at the heart of the debate over the
merits of the Bipartisan Campaign Reform Act (BCRA), Congress' s most recent attempt to
control the influence of money in electora politics. This paper offers an initia response to these
guestions by presenting an analysis of party finances after the first year under BCRA and

offering an early assessment of the role of party money in the 2004 el ections.

Overview

Supporters and critics alike contend that BCRA will have amajor effect on party
organizations, but they disagree sharply as to the nature of its consequences. Supporters claim
that the law will help to strengthen the parties by encouraging them to broaden their bases of
financia support and pursue more grass-roots-oriented organizational strategies. These advocates
foresee the development of stronger party infrastructures that will be invested in participatory
forms of electoral activity. Critics counter that the law will weaken the parties by stripping them

of $500 million in soft money receipts and by restricting the types of financial transactions and



interactions that can take place between national and state party committees. In their view,
BCRA will strengthen organized interest groups at the parties’ expense, since these groups are
subject to less stringent financia rules than those imposed on party committees.

Whileit isfar too early to resolve the issues raised by these diverse perspectives, the first
year of experience under BCRA indicates that parties are adapting quickly and efficiently to the
new regulatory regime. They are abiding by the law’ s contribution restrictions, expanding their
bases of financial support, and aready replacing a sizable share of the soft money “lost” under
BCRA with new hard dollar donations. The fundraising patternsin 2003 suggest that both
parties will have the capacity to conduct well-funded campaigns in 2004. The Republican
national committees, however, are expected to hold a major resource advantage over the
Democratic committees throughout the election cycle, as has been the case in every other recent
election year.

Given the recent history of national party financing, this response to BCRA is nhot
surprising. Over the past three decades, party organizations have demonstrated a remarkable
capacity to adapt and respond to changes in campaign finance laws in both intended and
unintended ways. In the 1970s, national party committees had to adapt to the fundraising and
spending restrictions established by the Federal Election Campaign Act (FECA). Instead of
being able to rely on unlimited gifts from large donors as a principal means of support, the
parties under FECA had to finance their efforts with monies raised in limited amounts from
restricted sources. The parties responded to these constraints by soliciting thousands of small
donors and embarking on a period of financial growth and development in which the funds
available to the national committees rose from less than $60 million in 1976 to more than $400

million in 1984.! In the mid-1980s, parties again altered their financial strategies to capitalize on



the emergence of “soft money” or nonfederal funding. Under the rubric of “party-building”
activities, soft money gave national committees the opportunity to raise unlimited donations
from unrestricted sources, including corporations and labor unions, which had long been banned
from making contributions in connection with federal elections. In this“mixed system” of hard
(or federally-regulated) and soft money fundraising, party revenues rose from about $425 million
in 1988 to more than $1 billion in 2000.? Soft money fundraising alone jumped from $45 million
in 1988 to $495 million in 2000, growing from about 11 percent of total party revenuesin 1988
to 40 percent in 2000.2

The sharp rise in soft money receipts was spurred by the highly centralized solicitation of
soft money contributions by national party leaders and federal elected officials, and a growing
reliance on arelatively small core of donors. By the end of the 2000 election cycle, fewer than
1,600 soft-money donors were responsible for more than $370 million in soft money, or almost a
third of the total monies raised by the national party organizations.* This emphasis on large
contributions raised questions about the corruptive effects or undue influence of such
unrestrained giving, problems that were highlighted by the Thompson Committee investigations
of party fundraising in the aftermath of the 1996 election. BCRA was designed to address these
concerns by placing a ban on soft money at the national level and prohibiting its use by all party
committees to pay for federal election activities and broadcast advertisements that “promote,
support, oppose, or attack” afederal candidate.

BCRA requires national party committees to finance all of their political activities with
hard money funds raised under federal contribution limits. The law prohibits national party
committees from raising or spending soft money funds and severs the link between soft money

donors and federal officias. It does so by preventing national party officials and federal



officeholders and candidates, as well as their agents or any entity established, financed,
maintained, or controlled by the parties, from soliciting, receiving, transferring, directing, or
spending monies that are not subject to the contribution restrictions set forth in the act. In part to
compensate the parties for the loss of soft money funds, the amount an individual may give to
each national party committee was increased from $20,000 to $25,000 per calendar year. The
amount that may be given to a state party committee under federal law was increased from
$5,000 per calendar year to $10,000. BCRA also raised the aggregate ceiling on the total amount
an individual may contribute to federal candidates and political committees to accommodate
increased giving to parties. The law increased this aggregate limit from $25,000 per calendar
year to $95,000 per two-year election cycle. Within this $95,000 aggregate limit, BCRA alows
an individual to give atotal of up to $57,500 to party committees every two years. Both this
aggregate limit and the limit on individual donations to national party committees are indexed for

inflation.®

National Party Fundraising in 2003

Even before BCRA took effect, party committees began to reorient their financial
strategies and enhance their infrastructures in anticipation of the ban on soft money. Both parties
began to invest more heavily in small donor solicitation programs, while also building new donor
programs designed to take advantage of BCRA’s more generous contribution limits. After little
more than ayear of experience under the new law, these investments are already paying off in

the form of greatly expanded donor participation and rising hard money revenues.



In 2003, the national party committees raised atotal of $301.8 million, which was more
than the $266.3 million in hard and soft money combined that they raised in 1999, the
comparable year in the previous presidential election cycle.® Overall, party funds were up 14
percent as compared to 1999, and greatly exceeded the sumsraised in al previous off-election
years except for 2001. Both parties significantly increased their hard money fundraising as
compared to 1999, with the Democrats almost doubling their hard money total ($95.2 million as
compared to $55.4 million) and the Republicans more than doubling their take ($206.6 million as
compared to $96.9 million). Each one of the six national committees (DNC, DSCC, DCCC,
RNC, NRSC, and NRCC)’ raised substantially larger sums of hard money than in the previous
presidential cycle, with the RNC leading the way with an increase of about $67 million.

The parties displayed impressive financia strength even when compared to 2001, their
most successful off-election fundraising year.? The $301.8 million raised in 2003 represents
about 84 percent of the sum raised in 2001, ayear in which soft money accounted for about 47
percent ($168.8 million) of the parties' revenue. The parties thus were able to replace more than
60 percent of the soft money received in 2001 by raising additional hard dollars. If they maintain
this pace through the end of 2004, they could have at least as much money to spend on this
election asthey did in any election prior to 2000.

Thisinitial successin adapting to BCRA islargely afunction of the parties’ successin
attracting more small donors. Both sides are reacting to the new regulatory regime in the ways
intended by its sponsors: they are placing more emphasis on the solicitation of small
contributions and broadening their bases of financial support. In thisway, BCRA is promoting a
democratization of party finance. By October of 2003, the RNC reported that it had already

recruited more than 1 million new donors since President Bush took office. This expansion of



party support surpassed the surge in party giving that occurred during the Reagan administration,
when the Republicans added almost 854,000 donors to their rolls over the course of eight years.”
The other Republican committees have also broadened their support. The NRCC reported more
than 400,000 new donors by year’s end and the NRSC raised more hard money than in any off-
year in the history of the organization.™> BCRA has thus encouraged the Republicans to build on
their already strong small donor fundraising efforts.

More notable, given recent history, is the transformation taking place within the
Democratic party. The Democrats have been especially dependent on soft money in past
elections, raising 47 percent of their total fundsin soft dollarsin 2000 and 53 percent in 2002.
Whether the party could increase its hard money fundraising significantly and raise the sums
needed to wage competitive campaigns was an open guestion when BCRA was adopted. But the
party has quickly begun to adapt its fundraising approach and substantially expanded its donor
base. Even before BCRA took effect, the Democrats began investing in new technology and
infrastructure to retool their direct mail and internet fundraising programs. In 2002, DNC Chair
Terence McAuliffe vowed to increase DNC hard-money fundraising by $100 million to make up
for the ban on soft money.™* By the end of 2003, these efforts were bearing fruit, with the DNC
increasing its number of direct mail donors from 400,000 to more than 1 million.* As aresult,
$32 million of the DNC'’s $44 million in total 2003 receipts came from small donations. This $32
million represented an 85 percent increase in small donor funds, as compared to the amount
raised from such contributions in 1999."

Similarly, the DCCC isinvesting in agrowing direct mail program that produced 170,000
new donorsin 2003, more than three times as many new donors asin 2001.* Earlier this year,

these new participants helped the DCCC raise $1 million in one month through direct mail, the



first time the committee had achieved that objective in a non-election year.™® The committee has
now repeated that accomplishment for seven consecutive months, and this burgeoning support
from a broadening base of donors hel ped the committee raise $28.6 million in 2003, which was
almost twice the amount of hard money raised by the committee in either 1999 or 2001. In short,
the Democrats are restructuring their fundraising approach, shifting away from an emphasis on
soft money and large hard money donors to the more grass-roots oriented, participatory approach

envisioned by BCRA.

The Partisan Divide

Despite these improvements, the Democrats till trailed the Republicans by a margin of
two-to-one in off-year fundraising. This disparity in party fundraising is one of the key issues
highlighted by those critics of BCRA who contend that the law stands as a Democratic “ suicide
bill” because the Democrats will no longer be able to compete with Republicans without soft
money. Such adire prediction, however, is not supported by experience to date.

Most campaign finance specialists expected a substantial gap between Republican and
Democratic party money at the outset of BCRA’s new regime. For years, the Democrats have
failed to match the Republican Party’ s investment in small donor fundraising and have thus had
to rely on asmaller universe of hard money donors. Since the adoption of the FECA thirty years
ago, the Republicans have raised considerably more hard money than the Democratsin every
election, and in some cases have had more than three or four times as much money to spend as

the Democrats. In 1976, for example, the Republican national committees raised $43 million as



compared to $15 million by their Democratic counterparts; in 1980, $120 million as compared to
$20 million; in 1984, $246 million to $66 million.*

More recently, this hard money gap has grown even wider--reaching about $190 million
in 2000 and almost $225 million in 2002—thereby providing the Republicans with a substantial
financial advantage. It would be unrealistic to expect the Democrats to be able to overcome such
a deep-seated financia deficit in one or two election cycles. At least in the short term, party
fundraising is likely to follow the pre-BCRA trend of a growing resource advantage for the
Republicans over the Democrats.

In assessing the comparative fundraising success of the two parties, it isimportant to note
that while the Democrats raise less than the Republicans, they also generally spend less, and thus
make up for some of the imbalance in aggregate funds with greater economy. As aresult, the net
cash available to each party to spend on election-related activities is often not as disparate as the
aggregate fundraising totals would suggest. For example, in 2003, the NRCC generated $72.4
million in revenue or amost three times the $28.6 million generated by the DSCC. Yet at year's
end, the NRCC had $10.9 million in available cash in their bank account, as opposed to $8.4
million for the DCCC, a difference of only $2.5 million.

One way to measure the relative financial positions of the party committeesisthusto
examine the net cash (cash-on-hand adjusted for any debts or obligations owed by the
committees) available to the parties to spend during an election year. In this regard, both parties
are performing well in the aftermath of BCRA.. Every one of the nationa party committees ended
2003 in the black and only the DSCC reported any outstanding debts (the committee had $2.5
million in cash-on-hand and $1.9 million in outstanding debt obligations at year end, for a

balance of roughly $600,000). The Republican national party committees entered the 2004



election year with $52.5 million in net cash, while the Democrats had $19.8 million available to
spend. Although the Democrats lagged behind the Republicans by a substantial amount, their
financia position was much stronger than ayear ago. The Republicans began 2003 with only the
NRCC in the red (the committee was net $5.66 million in debt) and a minor overall debt position
for all three committees of $390,000. The Democrats, in contrast, opened 2003 with $2.75
million in cash-on-hand and amost $14 million in debts. The three Democratic committees thus
began the year about $11.2 million in the hole, with about $6.2 million of thistotal incurred by
the DSCC. The Democrats were able to repay all of this debt in 2003 and still manage a surplus
of more than $19 million. In other words, in 2003 alone, the Democrats generated a surplus of
about $30 million in free cash flow from their $95 million in funds raised, as opposed to $52
million out of $206 million for the Republicans.

Viewed against the background of previous election cycles, the amount of cash parties
have at the start of 2004 is down, but so is the money gap between Democrats and Republicans.
At the end of 2001, the national parties had $110.9 million in net cash, including $64.2 million in
net hard money and $46.7 million in soft cash-on-hand.'” The amount of net cash at the end of
the off-year was particularly high because a greater share of the parties’ soft money in the 2002
cycle wasraised in the off-year as compared to the 2000 cycle, perhapsin anticipation of a
possible ban on soft money.*® Of this $110.9 million in cash, $77.3 million was accrued by the
Republicans, $33.6 million by the Democrats. So at the end of 2001, a year when both parties
were still able to raise soft money, the Republicans enjoyed a much greater financial advantage
over the Democrats--$44 million--than that achieved under the hard money rules of 2003. And
the 2001 gap was only that narrow because the DSCC held a sizeable surplus of more than $14

million in soft money at the end of 2001, which represented almost half of the Democrats net



total resources. In hard money alone, the Republicans held a seven-to-one advantage--$56
million to $8 million--at the start of the 2002 calendar year, afar greater relative hard money
advantage than exists at the start of 2004.

How the experience of 2003 measures up to that of 1999, the comparable year in the
previous election cycle, is difficult to discern, since the NRCC did not file summary reports for
its soft money accounts that would provide cash-on-hand data.'® What can be determined is that
the parties ended 1999 with only about one-third of the hard money that they hold entering the
current election year ($25.8 million versus $72.3 million). The Republicans held an advantage,
but the gap was much smaller than in other election cycles, with the Republican leading by only
about $3 million ($14.2 million versus the Democrats $11.6 million). The difference was greater
with respect to soft money. In hard and soft money combined, the DNC and DSCC accrued a
total of $9.6 million, as compared to $22 million for the RNC and NRSC. While the amount of
soft money held by the NRCC is unknown, it islikely that the two parties entered 2000 with less
cash than they have at the start of 2004.%°

Asnoted in this analysis, much of the money available to Democrats at the beginning of
prior election years was soft money. Thisis one of the reasons why some Democrats, as well as
some advocates of strong party organizations, support the pre-BCRA system and soft money. A
common argument advanced in the reform debate is that Democrats at least could compete with
Republicans in soliciting soft money and could use these unregulated funds to help their hard
dollars stretch further. This argument is predicated in large part on the assumption that
Democrats would continue to remain competitive in soft money fundraising even without control
of the White House or Congress. This propositionisnot at al certain. 1n 1996, even with control

of the White House and an incumbent President willing to use White House coffees and other
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events in the quest for dollars, the Democrats finished about $14 million behind the Republicans
in the soft money race. Similarly, in 1998, they finished amost $39 million behind. In 2002, the
Demoacrats kept up with the Republicans only by raising more than $49 million from nine

“ super-soft-money” donors, each of whom gave more than $3 million.?! (In contrast, the top nine
soft money donors to the Republican Party gave atotal of about $18.9 million.?) Whether the
Democrats could continue to tap into such largesse from a handful of donorsis uncertain,
particularly given the fact that a sizeable portion of this money was solicited for the express
purpose of building a new party headquarters. It is more likely that soft money would have
provided Republicans with an additional marginal financial advantage in 2004.

Nonetheless, the fundamental concern underlying this continuing argument over soft
money raises a legitimate issue that should not be taken lightly: will the Democrats without soft
money have the resources needed to finance the types of activities, especially the types of voter
mobilization efforts, they have carried out in recent elections? Thisis the issue that has
stimulated the formation of a number of progressive, pro-Democratic 527 groups (tax-
advantaged political committees organized under Section 527 of the income tax code) that plan
to campaign against President Bush’ sreelection. It is also the question that has led some
academic advocates of strong party organizations, as well as some partisan Democrats, to
question the merits of BCRA'’ s approach to reform.

The cries of alarm that have been sounded on thisissue may turn out to be, like many of
the other dire predictions about the future of the parties under BCRA, more hype and
exaggeration than reasoned judgment. The parties are going to experience some reduction in the
amount of campaign activity that can be financed from the hard money they raise, because the

new law prohibits the use of soft money to finance a portion of overhead, administration, and
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generic party campaign expenses. These expenses will have to be financed exclusively with hard
dollars, so parties will not be able to “stretch” their hard dollars by paying some costs with a mix
of hard and soft dollars. The hard money raised by party committeesin 2004 and beyond thus
will not produce as much free cash for election campaigning asit did in 2000. This inability to
offset costs with soft money will affect the Democrats more than the Republicansin the BCRA
world, since the Republicans with their greater hard money resources will find it easier to
maintain spending levels. But this does not mean that the Democrats will be unable to conduct
robust campaigns on behalf of their candidates.

In 2004, the parties are expected to follow the strategic approaches that have
characterized their electioneering efforts for the past decade. They will seek electoral victories by
concentrating their spending on no more than 17 to 20 states in the presidentia race, aswell asa
relatively small number of competitive House and Senate seats. The national party committees
will not conduct extensive campaigns in most of the states or in the vast majority of
congressional districts. Instead, they will be focused on raising the monies needed to provide
candidates in battleground contests with meaningful levels of support, both directly in the form
of limited contributions and coordinated expenditures or unlimited independent expenditures,
and indirectly in the form of voter registration and mobilization programs.

The parties do not need to replace all of the soft money received in past cycles with new
hard dollars in order to accomplish these purposes and thereby influence the outcomes of the
2004 elections. For example, according to the best available data on soft money expenditures,
only aminor share of the soft money spent in the 2000 election cycle was devoted to voter
mobilization. The Republican and Democratic national party committees spent only $8.5 million

of their soft money on voter mobilization.? State parties devoted about 15 percent of their
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spending--a proportion that has been steady for the past three presidential elections—to voter
mobilization efforts.** The 100 major state party organizations spent an aggregate of about $53
million of soft money on voter mobilization and turnout activity in the 2000 elections. This
included $41.8 million for voter mobilization activities and $11.3 million for costs associated
with campaign materials or rally expenses, including yard signs, bumper stickers, banners, and
buttons.” The total amount needed in 2004 to maintain these levels of spending is asmall

fraction of the soft money raised by the parties four years ago.

Looking Ahead

Can the parties meet the financial challenge? At the start of the election year, the
prospects are encouraging, although major challenges remain. Most of the soft money raised by
national party committees has been solicited in the second year of each two-year election cycle,
so these organi zations will face tougher benchmarks in 2004. How state and local parties will
adapt to the new rulesimposed on their finances also remains to be seen. But all signs point to
continued financial success for the parties in the year ahead.

Although national party committees should not be expected to continue to outpace the
sums received in 2000 or 2002, they should continue to make up amajor portion of their former
soft money revenues with increased hard dollars. Both parties are making solid progressin
expanding their financial resources. The long experience of direct mail fundraising suggests that
a substantial number of recently recruited donors will make additional contributionsin the future,
further enhancing the hard money available at the national level. The parties have a strong

incentive to continue to invest in small donor fundraising, which will add to their bases of
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financial support. These efforts will be facilitated by the broader political environment, whichis
currently defined by a highly polarized electorate, strong feelings of partisanship among party
members, and the prospect of a highly competitive presidential race. Such an environment is
very conducive to successful party fundraising.

The Internet and other forms of modern communication offer arange of low cost
aternatives for soliciting contributions and even raising funds from those who have not been
expressly solicited for a contribution. As demonstrated by the Dean campaign, the experience of
Senators Kerry and Edwards after the lowa and New Hampshire primaries, and groups such as
MoveOn.org, the Internet offers atool for political communication and fundraising that is only
now beginning to realize its potential. The Democrats should also benefit from the success of
Dean’s presidential candidacy, which activated a broad constituency including traditional liberals,
political newcomers, and others opposed to President’ s Bush policies. Dean received
contributions from more than 318,000 primarily small donors, a universe of giversthat now offer
fertile ground for expanding Democratic donor support.?® While all or even most of Dean’'s
supporters may not shift their activism to party politics, it is reasonable to expect that at least
some share of those who contributed to his campaign can be incorporated into the party’s
financial efforts in the period ahead.

Furthermore, the national party organizations do not have to go it alone. Partisan activity
will also be undertaken by state and local parties, which can be expected to take an activerole in
the 2004 campaign, due to the incentives BCRA provides for enhanced fundraising activity at the
state and local level. BCRA allows state parties to raise hard money for federal election activities,
aswell as establish “Levin Accounts’?’ that may receive limited soft money contributions (up to

$10,000 per donor if permitted under state law) for use in combination with hard money to
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finance generic voter registration and turnout programs. The purpose of this latter provision was
to help ensure that, despite the general ban on soft money, parties would still be able to conduct
the types of grass-roots mobilization efforts that can contribute to longer-term party building.

The law does place restrictions on the solicitation and use of Levin funds. These monies
may not be used to finance broadcast advertising. Also, any funds used in connection with
Levin-funded activities must be raised within the state and cannot be financed in any part with
money transferred from national or other state party committees. How well parties will be able to
adapt to these provisos, and the extent to which these organizations will take advantage of the
opportunities to raise and spend Levin funds, is a matter of some debate and will certainly vary,
depending on the relative strength of various state and local party organizations. But state and
local parties have the same imperative to win elections as national committees, so they will have
astrong incentive, especially in those states featuring battleground contests, to take advantage of
any and all opportunities to raise money that the law provides.

If past serves as prologue in the case of state parties, as appears to be the case with
national parties, then state parties can also be expected to give renewed emphasis to hard money
fundraising as aresult of BCRA. Indeed, one of the often overlooked trends in party fundraising
in recent years has been the growing role of state and local parties in raising the monies spent in
connection with federal elections.

While public attention in recent years has been focused on the amounts of soft money
raised by national parties and the monies transferred from national committees to state and local
committees, it is also the case that state and local parties have been raising most of the money
that is raised and spent by parties in the “mixed money” system that existed prior to BCRA. In

fact, on average, more than 60 percent of the federal-election-related hard money receipts
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reported to the FEC by state and local partiesin recent election cycles was raised by these
committees, rather than the national party organizations. In 1992, for example, state and local
parties solicited $136.3 million of the $445 million of hard money reported to the FEC by all
party committees, with Republican state and local committees raising $69.8 million and
Democratic committees $66.5 million. In 1996, state and local parties solicited $174.2 million of
the hard money reported by all committees to the FEC, with Republican committees raising $110
million and Democrats $64.2 million. In 2000, the state and local receipts rose to $190.6 million,
with the Republicans responsible for $119.1 million and the Democrats $71.5 million.”
Asthese figuresindicate, state parties prior to the adoption of BCRA were not passive
participantsin federal elections, relying solely on transfers from the national committees to pay
for campaign activities. Republican and Democratic state parties alike have been actively
soliciting hard dollars and spending these monies to influence federal elections. Thereislittle
reason to believe that state and local parties will not continue such activity in 2004 and beyond.
And to the extent that particular state parties find it difficult to generate the monies they need
under BCRA'’ s new restrictions, the law still allows national committees to transfer unlimited
sums of hard money to state and local committeesto pay for federal election activities that
include broadcast advertising in support of candidates and voter mobilization programs that refer
to federal candidates. So, while BCRA does place greater restrictions on state party financing
than did any previous federa statute, it will not prevent state parties from supporting federal
candidates and engaging in partisan electioneering. Most importantly, it will encourage state
parties to follow the lead of the national committees and broaden their bases of financial support

in the quest for more hard dollars.
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Conclusion

Party organizations have demonstrated great resiliency in responding to the new
requirements of BCRA. While many of the most vocal critics proclaimed that the law would sap
the parties of vital resources and diminish their role in electora politics, early experience
suggests that they are adapting to the new regulatory regime more quickly than most observers
expected, and are building the resources needed to conduct aggressive campaigns in 2004.

Most important, the parties are adhering to the dictates of the new law, ending the
emphasis on large donations from corporations and labor unions and increasing their investments
in programs designed to expand citizen participation in their finances. This change will not only
help to build grassroots support, but may also lead to stronger party organizations at the state and
local level. At aminimum, the prospect of stronger grassroots organizationsismore likely ina
system characterized by the incentives and practices promoted by BCRA than in the soft money
system of recent years. In the latter scheme, parties operated under strong inducements to pursue
the types of contributions that spurred public perceptions of corruption and thus served to
undermine the parties’ legitimacy. And much of the soft money spent on electioneering was
devoted to candidate-specific “issue ads’ that did little to support organizational development.

Now, both parties are focused on building their grassroots support. This renewed
emphasis on small donors may prove to be of particular benefit to the Republicans, who will
seek to continue to outraise and outspend their Democratic opponents, just as they have donein
previous elections. But Democrats are moving swiftly to thrive in a hard money, small donor

world.
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Although the national party committees may not fully match the resources they amassed
in the soft money world of the 2000 election cycle, they are on track to retain their position as the
most important sources of funding in electoral politics other than the candidates themsel ves.

Even if outside groups, including Section 527 committees, raise the tens of millions of dollars
they hope to spend, and even if they are alowed to spend unregulated funds in ways that will
influence federal elections--a question that will be resolved by FEC regulatory actions expected
to be completed in May 2004—they will not supplant the role of parties or come close to
matching the overall resources that parties will be able to provide to their candidates. The parties

have responded to BCRA and shown that they can succeed in a hard money world.
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