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Abstract

We provide a comprehensive theoretical and empirical account of the rela-
tionship between campaign finance pressures and the wealth of politicians.
We argue that the heavily right-skewed wealth distributions observed in con-
temporary societies translate into similarly skewed distributions of campaign
resources. Such unequal resources mean that greater pressures to spend on
campaigns disproportionately benefit the very wealthy. We also identify sev-
eral conditions that determine the extent of the financing advantages of the
very rich, and at whose expense they accrue. We test our propositions using
a unique original data set on the wealth of more than 23,000 national legis-
lators from 41 countries, as well as by exploiting quasi-random variation in
financing pressures provided by recent campaign finance reforms in Brazil
and Chile. The analyses consistently show that greater financing pressures
lead to greater shares of wealthy, and especially very wealthy legislators, and
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To paraphrase the famous exchange between E Scott
Fitzgerald and Ernest Hemingway, politicians are dif-
ferent from the rest: They have more money.' Political
elites are much less likely to have previously held
working-class jobs than the citizens they represent
(Carnes & Lupu, 2015; Kirkland, 2020), and executives
and legislatures in many countries are populated by
millionaires and billionaires (Krcmaric et al., 2024).
Yet, there is large variation across countries in how
wealthy the political elites are. For example, our orig-
inal data (described below) indicate that more than
90% of South Africa’s national legislators are over
50 times wealthier than the average household, but
less than 5% of their Bulgarian counterparts are as
wealthy. Why?

! For details on the original exchange, see The New York Times, “The Rich
Are Different,” November 13, 1988, https://www.nytimes.com/1988/11/13/
books/1-the-rich-are- different-907188.html.

Verification Materials: The materials required to verify the computational
reproducibility of the results, procedures, and analyses in this article are avail-
able on the American Journal of Political Science Dataverse within the Harvard
Dataverse Network, at: https://doi.org/10.7910/DVN/GLMWLB.

The Cornell Center for Social Sciences verified that the data and replica-
tion code submitted to the AJPS Dataverse replicates the numerical results
reported in the main text of this article.

that these advantages vary in ways consistent with our predictions.

An oft-cited reason for the prevalence of wealthy
politicians is the influence of money in politics. Cam-
paigns are crucial for electoral success (Thomsen,
2023; Weschle, 2022), and they can be expensive,
whether because of permissive regulations on spend-
ing and contributions, long campaign calendars, or
large electorates that candidates need to appeal to.
Such financing pressures may advantage wealthier
candidates, who can more easily self-finance their
campaigns (Gerber, 1998), face lower opportunity
costs in lost income and forgone employment (Carnes,
2018), and have better connections to potential donors
(Bonica, 2017).

We advance scholarship in this area by propos-
ing a novel explanation of how campaign financing
pressures affect the composition of a political elite’s
wealth. We argue that in general, an increase in
financing pressures advantages primarily the very
wealthy. The key reason is that wealth distributions
are heavily right-skewed (Benhabib & Bisin, 2018),
so most people—and political candidates—own rela-
tively little wealth and a few possess a lot of it. While
one’s wealth provides direct advantages through self-
financing in the majority of campaign finance regimes
around the world, we also argue that inequalities in
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personal wealth either beget similar inequalities in
other financing resources (such as private donations)
or tend to be insufficiently redressed through other
sources (such as public financing). In other words, the
heavily skewed distribution of wealth translates into
a heavily skewed distribution of campaign resources.
As campaign financing pressures increase along this
“resource curve,” the very well-heeled reap the biggest
electoral advantages.

Our simple conceptual framework further identi-
fies conditions that affect the extent to which the
very wealthy experience financing advantages. Greater
wealth inequality magnifies the gains to the very
wealthy. Moreover, when these pressures rise from a
lower initial level, the returns for very wealthy indi-
viduals are more moderate, and relatively poor candi-
dates lose out the most; when pressures increase from
an already high level, the super wealthy” stand to gain
the most, yet mainly at the expense of the “merely”
wealthy (rather than the relatively poor) candidates.

To evaluate these propositions, we first analyze an
original data set on the wealth of more than 23,000
national legislators in 41 countries around the world.
While politicians are generally much wealthier than
ordinary citizens in their country, we detect large
variation across nations: The average politician in the
average country in our data is 72 times wealthier than
the average household, but this mean politician-to-
population wealth ratio varies between 3.7 and 455.
This variation is strongly associated with campaign
financing pressures. Countries with greater funding
pressures have considerably wealthier legislators,
and especially larger shares of the uber wealthy. The
very wealthy are more likely to enjoy such advan-
tages where wealth in a country is more unequally
distributed, and the advantages are distributed dif-
ferently if the pressures rise from a higher compared
to a lower base. These associations persist even after
controlling for an extensive set of characteristics of
politicians, parties, wealth and campaign disclosure
systems, and countries; as well as, where possible, in
models with country fixed effects.

While novel and robust, these findings are descrip-
tive and correlational. To aid causal identification,
we also exploit two sources of plausibly exogenous
variation in financing pressures provided by recent
campaign finance reforms in Brazil and Chile. To date,
Avis et al. (2022) is the only study that causally identi-
fies the effect of campaign finance rules on politicians’
wealth, leveraging a discontinuous increase in the
campaign spending limit in the 2016 Brazilian may-
oral elections. Focusing on the municipal council
elections in the same year, we examine the same
discontinuous increase in light of our theoretical pre-

dictions. Since even the more restrictive spending
limit is rather high—about 85% of those municipali-
ties’ average GDP per capita—we predict and indeed
find that an increase in the spending limit benefits
only the very wealthy, and primarily comes at the
expense of the medium wealthy but not the relatively
poor candidates.

Finally, we analyze the 2017 Chilean national par-
liamentary elections, a context where parties play a
bigger role in nominating candidates and financing
campaigns, thus arguably representing a harder test of
our argument. We utilize two simultaneous reforms,
a campaign finance reform that uniformly lowered
the campaign spending limits, and an electoral sys-
tem reform that increased district magnitudes and
changed district boundaries in ways that induced dif-
ferential changes in the spending limits within and
across the new districts. Leveraging this variation,
we again find that increases in spending pressures
increase the share of very wealthy legislators.

Our arguments and evidence further our under-
standing of the role of personal wealth in politics.
Very wealthy individuals are exceptionally politically
active (Hersh, 2023; Page et al., 2018), and often enter
politics at the height of their economic power (Markus
& Charnysh, 2017; Roberts, 2019). If political elites are
overwhelmingly wealthy, this raises concerns about
unequal representation, since the rich tend to exhibit
different attitudes, experiences, and preferences from
the rest of the population (Cohn et al., 2023; Page
et al., 2013; Pereira, 2021; Suhay et al., 2021) and are
more likely to enact policies that favor the affluent
(Bartels, 2018; Szakonyi, 2021). We provide the most
comprehensive overview of politicians’ wealth across
the globe to date, and are among the first to exten-
sively and rigorously examine a key driver of this
variation—campaign financing pressures.

Our analyses also identify the limitations of poten-
tial campaign finance reforms. While our results
suggest that lowering the financing pressures can help
reduce the wealth gap between politicians and the
public, even in the most restrictive campaign finance
regimes in our cross-national sample, a politician at
the 90th percentile of the wealth distribution of their
country’s political elite is almost 20 times wealth-
ier than the average household.® This suggests that
wealth may provide other advantages, for example,
because it connotes other electorally appealing char-
acteristics such as professional success (Manin, 1997),
or because the wealthy exert broader influence in
business, popular culture, news media, and innova-
tion (Pevnick, 2016). Lessening the influence of money
in politics is therefore likely not enough to eliminate
the overrepresentation of the wealthy in politics.

2 We use the terms very wealthy, super wealthy, and uber wealthy interchange-
ably.

3 Even the average politician is almost four times wealthier than the aver-
age household.
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CAMPAIGN FINANCING PRESSURES AND
POLITICIANS’ WEALTH

We define campaign financing pressures as the cumu-
lative effect of the rules and norms that determine
candidates’ needs to raise and spend money in elec-
tions. Campaign finance regulations, of course, play
an important role. Financing pressures are low when
it is possible to win with small amounts of campaign
funds, for example, when there are strict spending
limits or a robust public funding system. In contrast,
if campaign finance regulations permit considerable
contributions and spending, then candidates who
want to be competitive are under greater pressure
to fundraise and spend (Avis et al., 2022; Bonneau &
Cann, 2011; Fouirnaies, 2021).* There are, however,
other factors in addition to regulations that influ-
ence candidates’ need to raise and spend campaign
funds. For example, longer campaigns should increase
financing pressures by extending the parties’ and can-
didates’ effort on outreach and mobilization. Candi-
dates in larger constituencies are under greater spend-
ing pressures than those with fewer voters. Low report-
ing transparency may also increase campaign finance
pressures, as it makes it possible, or even necessary, for
candidates to illicitly spend more than the law allows.
The argument that greater campaign financing pres-
sures are beneficial for wealthier candidates is of
course not new (e.g., Bonica, 2017; Carnes, 2018;
Dawood, 2015; Thomsen, 2023). We build upon this
research by incorporating the shape of the distribution
of wealth and deriving its implications. In his semi-
nal work, Pareto (1897) demonstrated that the wealth
distribution in all the societies he studied looked
remarkably similar: a large mass of households hold-
ing small amounts of wealth, and a small number of
households owning large fortunes. This observation
has subsequently become known as “Pareto’s Law,”
for the regularity with which such right-skewed wealth
distributions have been observed over time and across
countries (cf. Benhabib & Bisin, 2018). For example, SA
Figure A1° shows that the wealth distribution in the
United States accords with Pareto’s Law: Individuals
in the top wealth percentiles own most of the coun-
try’s assets; those in the 99th percentile own almost
40% of the total wealth. We posit that such skewed
wealth distributions in a population tend to be repli-
cated in a pool of political candidates, as candidates

4This does not mean that lower spending candidates have no chance of win-
ning, as they may have other characteristics (charisma, grassroots support,
high social standing, previous political experience, etc.) that are appealing to
voters. However, it does mean that, all else equal, a candidate who spends
more has a greater chance of winning, which may, in turn, pressure other
candidates to spend more heavily as well to remain competitive. We show in
online Appendix (SA) Section E1 (p. 22) with our data from Brazil that greater
financing pressures lead to higher campaign expenditures, primarily among
competitive candidates.

50n p. 1 of the SA.

tend to reflect the characteristics of the populations
they come from (Dal B6 et al., 2017; Gulzar, 2021).
Indeed, SA Figure A2 shows Pareto-shaped wealth dis-
tributions among candidates in our two case studies of
Brazil and Chile that we examine below.®

How do campaign financing pressures impact the
wealth of elected politicians when the wealth distri-
bution in the population, and therefore in the pool of
potential candidates, is right-skewed?

Simple conceptual framework with
self-financing and spending limit

Every campaign finance regime has two key dimen-
sions: (a) How parties and candidates obtain funds
(receipts) and (b) how they spend them (expendi-
tures). For simplicity, assume for now that receipts
only come from candidates’ own pockets, and that a
simple and hard spending limit regulates campaign
expenditures. The top panel of Figure 1 depicts this
situation schematically. The red, upward-sloping line
in each of the three graphs in the top panel denotes the
wealth of potential candidates at different percentiles
in a Pareto-like wealth distribution. The dashed hor-
izontal line represents the spending limit. For those
to the right of the intersection of the two lines, wealth
exceeds the spending limit (as highlighted by the
shaded area). These individuals can personally afford
to spend the maximum amount.” Those below the
intersection cannot afford to reach the spending limit
using their own resources. Moving from left to right,
the three graphs illustrate the impact of an increase
in financing pressures via a more permissive spend-
ing limit (e.g., across constituencies, federal units,
countries, or over time within a geographic unit). We
provide formal proofs in SA Section B,? but two impli-
cations are intuitive and readily apparent. First, as the
limit increases (the dashed line moves up), the inter-
section of the lines moves to the right and the shaded
area shrinks, indicating that greater spending pres-
sures advantage those with more wealth. The second
and related implication, driven by the convex shape
of the wealth curve, is that the shaded area shrinks
at an increasing rate as the spending limit increases,
indicating that only the very wealthy continue to
have the means to spend the maximum amount on
their campaigns. In other words, because of Pareto’s
Law, an increase in campaign spending pressures
tends to disproportionately advantage the super
wealthy.

50n p. 1 of the SA.

7Whether a candidate who can spend at the limit actually does so depends on
the spending choices of their competitors (see, e.g., Avis et al., 2022). Our claim
is that candidate wealth increases the likelihood that they outspend others as
needed, including spending at or near the limit.

80n p. 2 of the SA.
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FIGURE 1 Financing pressures with right-skewed wealth distribution: Conceptual framework.

Incorporating other sources of receipts and
other aspects of campaign financing
pressure

While self-financing is an important way in which can-
didates pay for campaigns (70% of countries allow it,
see IDEA, 2018), there are other relevant sources of
campaign funding. Moreover, our definition of cam-
paign finance pressures highlighted other important
factors that determine candidates’ expenditures. The
top panel of Figure 1 may, therefore, misrepresent
either the distribution of campaign resources across
candidates of varying wealth (the solid red line), the
level of campaign financing pressures (the dashed
line), or both. Below and in SA Section C,? we argue
that our simple framework remains a useful schema
even, and perhaps especially, when other key features
of campaign finance regimes are considered.

First, the other key sources of receipts also dispro-
portionately favor the very wealthy, or are at least
unlikely to significantly redress their unequal advan-
tages. Private donations from other individuals and
organizations are another major funding source. In
principle, the ability to attract such donations need
not be correlated with a candidate’s wealth. However,
in practice, fundraising relies heavily on candidates’
personal networks. Because wealth is a key driver of

homophily (cf. Chetty et al., 2022), wealthier indi-
viduals tend to have greater access to a network of
wealthy potential donors. This is true in the United
States (Aneja et al., 2022; Bonica, 2017, 2020; Eggers
& Klasnja, 2020; Grumbach et al., 2020), and perhaps
even more so in other countries where contributions
come almost exclusively from candidates’ personal
connections (Boas et al., 2014; Bueno & Dunning,
2017; Rueda & Ruiz, 2024; Weschle, 2024a).

The third major source of campaign money is public
funding, which in theory can level the playing field.
However, in most campaign finance regimes, public
subsidies are either fixed or proportional to prior
electoral success (IDEA, 2018). Unless own and pri-
vate contributions are banned or severely restricted,
their unequal distributions cannot be redressed with
equitable public funds. On the other hand, public
subsidies based on prior electoral performance may
well reinforce inequities since, as discussed above,
the wealthy tend to have more campaign resources,
which are likely to have provided an edge in the prior
election (Abdul-Razzak et al., 2020; Avis et al., 2022;
Sides et al., 2022).

In SA Section C,'° we further discuss how other
important characteristics of campaign finance
regimes either impose similar pressures as the spend-
ing limits depicted in Figure 1 or influence both
the distribution of resources and the level of pres-

90n p. 3 of the SA.

100n p. 3 of the SA.
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sure, but not in a way that fundamentally alters our
conceptual framework. Therefore, we argue that
after accounting for the common aspects of cam-
paign financing regimes, the simple framework from
Figure 1 remains a useful way to conceptualize the
relationship between campaign financing pressures
and a candidate’s wealth.

Hypotheses

Given these arguments, we can generalize our concep-
tual framework beyond self-financing and spending
limits, so that the solid red line represents the distribu-
tion of broader campaign resources and the horizontal
dashed line represents the net total of various financ-
ing pressures. Thus:

H1. Greater campaign financing pressures advantage
the wealthy, and especially the very wealthy.

We also draw two additional implications. First, the
top panel of Figure 1 illustrated the variation in the
level of campaign pressures (the dashed line), but kept
the shape of the financial resource curve (the solid red
line) fixed. We have claimed that unequal distributions
of wealth are very likely to produce unequal distri-
butions of campaign resources. While Pareto’s Law
applies widely to empirical distributions of wealth,
there is variation in how right-skewed those distribu-
tions are (Zucman, 2019). It is thus straightforward to
conclude that in our conceptual framework, higher
campaign financing pressures should confer greater
benefits to the very wealthy when the distribution of
wealth is more unequal (i.e., when it is more right-
skewed). The bottom panel of Figure 1 illustrates this:
With a more even distribution of financial resources
(solid red line) compared to a more unequal distribu-
tion (dotted red line), the share of candidates who are
not priced out by the increasing financing pressures
(the size of the lighter shaded area moving from the
left to right graphs) decreases less rapidly than with
greater wealth inequality (the darker shaded area),
indicating less disproportionate advantages accruing
to the wealthiest.

H2. Greater financing pressures provide larger advan-
tages to the very wealthy as the wealth distribution
becomes more right-skewed."!

! Figure 1 also suggests that as inequality rises, the increasing gains for the
very wealthy are likely to come at the expense of the “merely” wealthy, as it
is the middle of the wealth distribution that gets most “hollowed out” by the
increase in its convexity. A sufficient condition for this is that the cumulative
distribution function (CDF) of the wealth distribution under lower inequality
first-order stochastically dominates its CDF under higher inequality.

The second additional implication of our simple
framework, once again driven by the shape of the
resource curve, is that the magnitude of the advantage
to the very wealthy—and the disadvantage to others—
depends on the level the financing pressures start
from. Consider an increase in financing pressures from
a low base (i.e., a move from the left-most to the mid-
dle graph in the top panel of Figure 1). On the left, even
relatively poor candidates can spend up to the limit.
However, as the spending cap increases in the middle
graph, the poor are priced out, but those with very high
or intermediate wealth (the “merely” or “medium”
wealthy) remain above the intersecting lines. In other
words, an increase in financing pressures from a low
base mainly disadvantages the relatively poor candi-
dates, and the advantages to the very wealthy relative
to the merely wealthy should be smaller. However, an
increase in financing pressures from an already ele-
vated base (i.e., a move from the middle to the right
graph in the top panel of Figure 1) exclusively bene-
fits the very wealthy, but mainly at the expense of the
medium wealthy, since the relatively poor candidates
have already been priced out.

H3. An increase in financing pressures from low to
medium primarily disadvantages the relatively poor
candidates, and the advantage to the very wealthy com-
pared to the medium wealthy is smaller. An increase
in financing pressures from medium to high primar-
ily disadvantages the medium wealthy but does not
strongly impact the relatively poor candidates, and the
advantage to the very wealthy is larger.

CROSS-NATIONAL EVIDENCE
Cross-national patterns in legislator wealth

We first evaluate our conceptual framework descrip-
tively using an original cross-national data set of
politicians’ wealth, assembled from mandatory and
publicly available financial disclosures by national leg-
islators in 41 countries, comprising around 45% of the
world’s population and close to half of global GDP.'?
The data contain information on almost one million
immovable, movable, and financial assets and liabili-
ties of over 23,000 unique politicians for a total of more
than 76,000 observations. SA Table A1'® summarizes
the years covered, the number of observations, and the
number of unique politicians in each country.'*

12We discuss country coverage in SA Section D (pp. 4-5).

130n p. 6 of the SA.

14 What and how politicians report, and to what degree this information is ver-
ified, varies across countries in several ways. SA Section D (pp. 4-5) documents
these and other data challenges and how we address them.

BSUBD | SUOLILWOD dA1EaID a|qedl(dde ay Aq peusenoh are sapie YO 98N Jo sajnu 1oy Akeiqi]auljuQ A8|I UO (SUONIPUOD-PUE-SLLIBIWOY A3 | 1M ARiq | pul|UO//SdNY) SUONIPUOD PUe SWB | 8Y1 89S *[9202/L0/GT] UO ARiqi8uljuQ AB|IAN * -SUOITELLIOU| *SUO 1Y IUNLULLIO Y ZUBKSUO Y 1Be)SIBAIUN - 9|Yasa uow s Aq 9662T sdle/TTTT 0T/I0p/wod A8 Im Areiqipul|uo//sdny wouy pepeojumoq ‘€ ‘9202 ‘L0650VST



1120 |

THE SUPER RICH AND THE REST

We compute the ratio of total gross wealth'® of each
national legislator relative to the average household
wealth in their country.'® Figure 2 summarizes the
distribution of this politician-to-population wealth
ratio for each country, sorted in ascending order by the
size of the median ratio. The figure excludes extreme
values to avoid distorting the overall distributions.
Moreover, it includes two panels because the lower
panel features countries whose ratios would dwarf the
values in the upper panel if displayed on the same
scale. The figure indicates that politicians in most
countries are considerably wealthier than the popu-
lace. Even in the lowest ranked country, Guatemala,
the average politician is five times wealthier than the
average household. Yet, the wealth disparity varies
considerably among countries. In the upper panel, the
median national legislator is 1.6-15 times wealthier
than the average household; in the lower panel, this
ratio ranges from 27 to 200.

Figure 2 also illustrates that, while the politician-
to-population wealth ratio is considerably skewed
to the right, there is large cross-country variation.
For instance, a legislator at the 75th percentile of
the wealth distribution (of legislators’ wealth) in
Guatemala has 36.5 times the wealth of the average
Guatemalan household. While quite wealthy, it pales
in comparison to the same legislator in South Africa,
who is almost 420 times wealthier than the average
household. In other words, the considerable varia-
tion in inequality observed within the political class in
each country is largely driven by the frequency of very
wealthy politicians.

Operationalizing campaign financing
pressures across countries

Our operationalization of campaign financing pres-
sures conforms with our broad conceptualization.
Like others before us (Norris & Van Es, 2016; Pinto-
Duschinsky, 2002), we incorporate the regulations
governing private and public funds in politics: limits
on donations by organizations, individuals, anony-
mous donations, and self-financing; spending limits,
public funding, and public subsidies for campaign
advertising. We also account for rules on public dis-

15We focus on gross wealth rather than net worth because liabilities are not
reported in all countries.

16 We mainly rely on household wealth estimates from Credit Suisse (2022),
complementing them where necessary with national estimates. We would
have preferred to use median household wealth as the benchmark, but were
unable to do so due to data limitations. See SA Section D (pp. 4-5) for
more details.
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Politician-to-population wealth ratio

FIGURE 2 Wealth among political elites around the world.
Notes: Box plots present the distribution of the ratio of politicians’
wealth to average household wealth in each country. Upper and
lower lines on boxes denote the 75th and 25th percentiles; middle
line is the median. Whiskers denote 75th/25th percentile
plus/minus 1.5 x interquartile range).

85UBD| 7 SUOLILLIOD AITERID 8 (qeal(dde sy Aq peusenob afe sapile YO ‘8sn Jo Sjnu J0) Ariq1TauluQ A8|IM UO (SUOTIPUOI-PUB-SWLBIAL0D A3 | 1M AeIq 1 PUl|uo//:SdNy) SUOIPUOD pue SWd | 81 89S *[9202/L0/ST] Uo ARiq178ulluQ AS]IAN * -SUOIIULIOJU | *-SUOITEY IUNLILIO Y ZUBISUO Y 18R} SBAIUN - 8|YaSOM Uowis Aq 96621 sdle/TTTT 0T/I0p/wiod Ao |mAreuq pul|uo//sdny woly pepeojumod ‘€ ‘9202 ‘206S0VST



I T T 1

MOTOLINIA ET AL. 1121
(a) Ordered logit without country FEs (b) LMPs with country FEs
Highest Highest |
sextile ] sextile ] |
|
I
o i |
|
|
|
|
|
i | i |
|
| |
| |
Lowest | Lowest |
sextile | sextile I
-1 -.05 0 .05

-1 -.05 0 .05 1

Change in probability of belonging to a wealth sextile,
high vs. low campaign finance pressures

FIGURE 3

Change in probability of belonging to a wealth sextile,
high vs. low campaign finance pressures

Campaign financing pressures and legislator wealth. Notes: Estimates are differences in the predicted probability of

belonging to a wealth sextile at high (90th percentile) versus low (10th percentile) Campaign Financing Pressure (CFP) index values. The
shaded area is the 95% confidence intervals based on standard errors clustered by country-year. Estimates in panel (a) are based on an
ordered logistic model and in panel (b) on linear probability models with country fixed effects estimated separately for each sextile.

closure of contributions and expenses, the length of
the official campaign period, and the approximate
number of individuals represented by each legislative
seat.!” As outlined earlier, we assume that financing
pressures increase with rules that permit greater pri-
vate money (higher or no limits on own, individual,
organizational or anonymous contributions) and less
public money (no or lower public funding or subsidies
for advertising), higher or no spending limits, less
reporting transparency, longer campaign calendars,
and larger electorates. We primarily rely on data from
the International IDEA database (Austin & Tjernstrém,
2003; Fulguera et al., 2014; IDEA, 2018) and supple-
ment it with several other sources listed in SA Table
A2.'8 For simplicity, we create an additive index, which
we call the Campaign Financing Pressure (CFP) index.
It ranges from 0 (less financing pressure) to 1 (more
financing pressure). SA Figure A4 displays the average
index values; South Africa is ranked the highest, and
Montenegro the lowest.

Campaign financing pressures and the
distribution of legislator wealth

To simplify the presentation of results and mitigate
the risk of influential outliers, we divide the legisla-
tors’ wealth ratios into six equally sized wealth sextiles

17SA Table A2 (p. 6) lists and describes all the variables.
18 0n p. 6 of the SA.
190n p. 7 of the SA.

(calculated across all observations), balancing the
granularity of the wealth groups with sufficient group
size.?’ The top two categories, and especially the top
sextile, contain very wealthy individuals: the median
legislator in the highest (sixth) sextile is almost 180
times wealthier than the average household in their
country and in the fifth sextile close to 40 times wealth-
ier. These ratios are comfortably in the top 1%-5% of
the wealth distributions in each country. The median
politician-to-population wealth ratios in the first to
fourth sextiles are .7, 3, 7, and 14, respectively.”! Given
our expectations about the disproportionate advan-
tages to the very wealthy, we focus particularly on the
highest sextile.

Evaluating H1

Panel (a) in Figure 3 reports estimates based on an
ordinal logistic regression of the wealth sextiles on the
CFP index. While this analysis is only correlational, we
control for a number of individual (age, gender, occu-
pation, position), party (center/left/right ideology),
disclosure system (disclosure comprehensiveness,
extent of asset verification, and penalties for false dis-
closure), country (GDP income and wealth inequality,
electoral system), and data quality characteristics,

20 The distribution of legislators in each sextile in each country is shown in
SA Figure A6 (p. 12). Results with sextiles calculated separately within each
country are substantively similar (SA Figure A7, p. 13).

21 The ranges of the wealth ratios for the sextiles are: <1.8, 1.8-4.6, 4.6-9.8, 9.8—
21.8,21.8-72.0,>72.0.
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FIGURE 4 Campaign financing pressures and legislator wealth by wealth inequality. Notes: Estimates are differences in the change in

the predicted probability of belonging to a wealth sextile at high versus low Campaign Financing Pressure (CFP), for high wealth inequality
(at the 90th percentile) compared to low wealth inequality (at the 10th percentile). The shaded area represents point-wise 95% confidence
intervals. The shaded area is the 95% confidence intervals based on standard errors clustered by country-year. Estimates in panel (a) are
based on an ordered logistic model and in panel (b) on logistic models with country fixed effects estimated separately for each sextile.

as well as region dummies.?? This model, however,
may fail to account for other possible sources of con-
founding, particularly at the country level. Panel (b),
therefore, shows the results from linear probability
models (LPMs) with country fixed effects estimated
separately for each sextile.”> Each panel displays the
change in the predicted probability of belonging to a
wealth sextile as the CFP index increases from a low
(25th percentile) to a high value (75th percentile).

The figure indicates that the probability that a leg-
islator belongs to a higher wealth sextile generally
increases with greater financing pressures. For exam-
ple, panel (a) shows the estimate for the top sextile
is 5.5 percentage points (p < .01), or almost a 50%
higher share (the estimated share for the top sextile is
11.4% at low CFP and 16.8 at high CFP). By contrast,
the probability of being in the bottom sextile is lower
by 7.2 percentage points (p < .01). While the results
with country fixed effects in panel (b) are statistically
noisier and less monotonic, they remain consistent
with our key expectation from H1 that a greater CFP
disproportionately advantages the wealthiest legisla-
tors, as the point estimate for the top sextile is virtually
identical to that in panel (a).**

22SA Section E (pp. 5-11) provides details on covariates and model spec-
ifications and presents the coefficient estimates underlying the figures in
this section.

2 The downside of this approach is that the sample is considerably smaller,
because in 13 of the 41 countries we either have data from only 1 year or no
over-time variation in the CFP.

24 SA Figure A16 (p. 21) shows that multiple components of the CFP index
are predictive of greater shares of wealthier legislators: less restrictive spend-

Evaluating H2

We next evaluate H2. We add an interaction between
the CFP index and our measure of wealth inequal-
ity: the wealth share of the top 1% minus the wealth
share of the bottom 50%, based on country-year data
from Chancel et al. (2021).?° Each panel of Figure 4
displays the difference in the estimated change in the
predicted probability of belonging to a wealth sextile at
high versus low CFP, for high wealth inequality (at the
90th percentile) compared to low wealth inequality (at
the 10th percentile). As before, panel (a) presents the
cross-sectional results from an ordinal logistic regres-
sion, and panel (b) from the models with country fixed
effects.”®

The results are consistent with H2. The positive
correlation between a rise in the CFP index and the
increasing probability of belonging to higher wealth
sextiles (observed in Figure 3) is more pronounced
under a more unequal wealth distribution than under
a more equal one. For example, panel (a) shows that
an increase in the CFP is associated with a 2.3 per-
centage point larger increase in the probability of a
legislator belonging to the top wealth sextile when
wealth inequality is high than when it is low (p < .01).
With low wealth inequality, the estimated share of the
top sextile is 7.1% at low CFP and 9.1% at high CFP;

ing limits, less restrictive donation limits, lower public funding, and longer
electoral calendars.

25 We also control for the wealth share of the top 10%, to isolate the inequality
driven by the very wealthy.

26 Panel (b) uses logit rather than LPM models; see SA Section E.1 (pp. 5-8).

85UBD| 7 SUOLILLIOD AITERID 8 (qeal(dde sy Aq peusenob afe sapile YO ‘8sn Jo Sjnu J0) Ariq1TauluQ A8|IM UO (SUOTIPUOI-PUB-SWLBIAL0D A3 | 1M AeIq 1 PUl|uo//:SdNy) SUOIPUOD pue SWd | 81 89S *[9202/L0/ST] Uo ARiq178ulluQ AS]IAN * -SUOIIULIOJU | *-SUOITEY IUNLILIO Y ZUBISUO Y 18R} SBAIUN - 8|YaSOM Uowis Aq 96621 sdle/TTTT 0T/I0p/wiod Ao |mAreuq pul|uo//sdny woly pepeojumod ‘€ ‘9202 ‘206S0VST



MOTOLINIA ET AL.

with high inequality, it is 11% at low CFP and 15.2%
at high CFP. In panel (b), the relative patterns are
similar and somewhat more pronounced for the top
sextile.”’

Evaluating H3

H3 predicts that the extent to which rising financ-
ing pressures advantage the wealthy—and at whose
expense—depends on where that rise starts from.
Assessing this expectation would benefit from a wide
range of variation in the CFP, and SA Figure A5%%
shows that the variation in the allowable spending
amounts varies particularly markedly. We therefore
examine the correlation between the wealth sextiles
and the components of the CFP index that capture
spending limits (for parties and candidates) using
the same ordinal logistic regression specification as
before.”? We lack sufficient within-country variation
to use the specifications with country fixed effects,
so we stress that here we are primarily relying on
between-country rather than within-country varia-
tion. That said, our case studies in Brazil and Chile
(discussed below) offer evidence that is also relevant
and plausibly better identified.

Figure 5 displays the difference in the estimated
change in the probability of a legislator belonging to
each wealth sextile when spending pressures increase
from medium (median) to high (the 90th percentile)
compared to the increase from low (10th percentile) to
medium. The patterns accord with H3. The change in
the probability of belonging to the bottom sextile is vir-
tually the same when the spending pressures increase
from a lower or higher base. Instead, as predicted, we
see a decline in the share of the moderately wealthy
(those in sextiles two, three, and to a lesser extent four),
which is reallocated as the gain among the top two
sextiles, and especially the wealthiest legislators.

In summary, analyzing the most comprehensive
data on politicians’ wealth to date and using a broad
measure of financing pressures, we identify patterns
that align with our theoretical expectations. While
only correlational, these patterns appear to be quite
robust. In SA Section E.2,%° we provide detailed moti-
vations for a variety of robustness checks, showing that
our conclusions are unchanged when we employ: (a)
alternative versions of the CFP index, (b) alternative
interaction term specifications for H2, (c) data pooled

271n line with the brief discussion of H2 above (footnote), we also see that
these increasing gains to the very wealthy accrue primarily at the expense of
the medium wealthy.

28 On p. 12 of the SA.

29 SA Figure A13 (p. 18) shows that the results for H1 and H2 using these
components instead of the composite CFP index are similar.

30 On pp. 8-21 of the SA.
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FIGURE 5 Change in campaign spending pressures from high
versus low base and legislator wealth. Notes: Estimates are
differences in the change in the predicted probability of belonging
to each wealth sextile at high versus medium campaign spending
pressure (CSP) compared to medium versus low campaign
spending pressure. The shaded area is the 95% confidence intervals
based on standard errors clustered by country-year.

to country-year averages,®' (d) balancing weights that
down-weight countries with more observations, (e)
more flexible ordered logistic models, and (f) different
numbers of wealth categories. We also demonstrate
that our results are not particularly sensitive to large
amounts of potentially unobserved confounding or
measurement error in our key variables. To move
beyond correlations, we now turn to utilizing quasi-
random variation in campaign spending limits in two
contexts: Brazil and Chile.

QUASI-EXPERIMENTAL EVIDENCE FROM
BRAZIL

To the best of our knowledge, Avis et al. (2022) is the
only study that has causally identified the effect of
campaign finance regulation on politicians’ wealth. It
examines Brazil’s 2016 mayoral elections and exploits
a discontinuous jump in the campaign spending limit
for identification. The analysis indicates that higher
spending limits lead to fewer candidates, less compet-
itive elections, higher re-election rates, and (crucially

31 The finding for H2 is statistically significant at conventional levels (at p <
.01); for H3, it is significant at p < .36.
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for our purposes) winners who are on average wealth-
ier. In this first case study, we examine the same
context in light of our argument. Because we analyze
the effect of higher campaign spending limits across
the entire wealth distribution, we require significantly
more statistical power. We therefore focus on the 2016
elections of municipal councilors (vereadores), who
are members of the municipal legislatures. They were
subject to a similar discontinuous jump in campaign
spending limits as the mayoral elections, but councils
have a minimum of nine members, which increases
the number of observations considerably.

Empirical context

In 2015, Brazil’s Congress passed a set of campaign
finance reforms that introduced stricter spending
limits, among other changes.*” These limits came
into effect for the 2016 municipal elections. As Avis
et al. (2022) describe, the way in which spending caps
were determined introduced a discontinuity: Some
municipalities had a higher limit, whereas other (oth-
erwise similar) municipalities had a lower cap. Two
provisions determined a municipality’s spending limit
for the 2016 council elections. First, the cap was set
at R$10,000 or at 70% of the highest spending by any
candidate in the municipality during the previous
campaign in 2012, whichever was higher. This gener-
ated a kink in the spending limit: It was R$10,000 in
municipalities where the most profligate candidate in
2012 spent less than about R$14,286 (10,000/.7), while
the cap increased linearly above that amount.*® In a
second provision, these spending limits were adjusted
for inflation a few months later using two different
rates. The rate of 8.04%—between the law’s passage
and the time of the adjustment—was used for munic-
ipalities where the limit was set to R$10,000. The rate
of 33.7%—between the 2012 election and the time of
the adjustment—was used for municipalities where
the limit was set to 70% of the maximum amount
spent in 2012. This results in a discontinuity at a 2012
maximum spending of R$14,286.

The discontinuity is illustrated by the black line in
Figure 6a: Just below the threshold, candidates could
spend R$10,804; just above, the limit was roughly
24% higher (R$13,370). Each dot shows a candidate’s
reported 2016 campaign expenditures plotted against
the 2012 maximum spending in their municipality.
The discontinuity in expenditures around R$14,286 is
clearly visible, suggesting that the stricter limit was

32 Law 13.165, September 29, 2015, http://www.planalto.gov.br/ccivil_03/_
ato2015-2018/2015/1ei/113165.htm.

33 The limits for mayoral elections were determined in a similar way, but using
R$100,000 or 70% of the highest spending as the limit.

binding for many candidates.** The vast majority of
spending comes from self-funding and from individ-
ual donors, which together account for about 94%.%°

Figure 6b shows the average ratio of legislator to
median household wealth in R$500 bins.*® Three
things stand out. First, even though municipal coun-
cils are the lowest level of Brazilian electoral politics,
legislators tend to be quite wealthy. In municipalities
with the lowest spending limit, the average coun-
cilor elected in 2016 was about 14 times as wealthy
as the median Brazilian household. Second, as the
spending limit increases linearly on the right of the
discontinuity, the pool of elected legislators becomes
wealthier as well. Third, the separately fitted Locally
Estimated Scatterplot Smoothing (LOESS) lines show
that on average, those elected just to the right of the
discontinuity are wealthier than those who won a seat
just to the left, which is consistent with the findings in
Avis et al. (2022).

Theoretical expectations

Assuming that candidates for municipal councils
cannot control which side of the discontinuity they
are on, municipalities just above the jump should,
on average, be similar to those just below—except for
the permissiveness of the spending limit.>’ Thus, can-
didates running in municipalities on the right of the
discontinuity are subject to greater campaign financ-
ing pressures than those running in municipalities on
the left. SA Figure A2%8 illustrates that the distribution
of candidates’ wealth accords with Pareto’s Law. H1
therefore predicts that we should observe a greater
share of very wealthy council members on the right of
the discontinuity.

Furthermore, although this is the lowest level of
Brazilian electoral politics, the spending limits are
high. The most restrictive limit of R$10,804 on the left
of the discontinuity amounts to, on average, about

34Some candidates exceeded the spending limit (.19% on the left of the
discontinuity, .009% on the right). Since non-compliance led to financial
penalties rather than disqualification, non-compliers are wealthier on aver-
age. Because there are more non-compliers on the left of the discontinuity,
the nonadherence to spending limits should attenuate our estimates toward
zero for wealthier groups, given the expectation that wealthier candidates are
advantaged by higher spending limits.

35 See SA Section H (pp. 33-36).

36 For legislators who failed to submit a wealth declaration for the 2016 elec-
tions, we used their declarations from other election years, if available, and
benchmarked them to the median household wealth from those years.

37 Falsification tests, presented in SA Section E2 (p. 25), support the Regression
Discontinuity (RD) assumptions. Municipalities close to the discontinuity are,
on average, similar on a number of predetermined characteristics, with one
exception that we control for in our analyses (see below). There is no evidence
of strategic sorting of candidates, in part because they must maintain resi-
dency in the municipality in which they run for office for at least a year prior
(Article 9 of Law 9.504) and the campaign finance reform was enacted within
ayear of the 2016 election.

38 0n p. 1 of the SA.
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Discontinuity in campaign finance limits. Notes: Left panel: 2016 campaign spending and campaign spending limits as a

function of the highest spending in the municipality in 2012. At a 2012 maximum spend of R$14,280, the limit jumps by about 24% from
R$10,804 to R$13,370. Right panel: Average ratio of legislator to median household wealth in R$500 bins, with two separate LOESS lines to the

left and right of the discontinuity (vertical line).

85% of those municipalities’ GDP per capita. Accord-
ing to our conceptual framework, this suggests that
the spending cap increases from a medium level on
the left of the discontinuity to a high level (more
than 100% of municipal GDP, on average). H3 there-
fore anticipates that the higher limit provides a large
advantage to the very wealthy, and primarily comes
at the expense of the merely wealthy. Because poor
candidates are mostly priced out even in the munici-
palities with the most restrictive limits, they should be
largely unaffected by the increase.

It is worth pointing out that Figure 6a showed
that many candidates do not spend near the limit.*’
Municipal council elections are the lowest level of elec-
toral politics in Brazil, and the municipalities around
the cutoff are relatively small (municipalities on the
left of the discontinuity have on average around 8,000
eligible voters). Given that there are at least nine seats
in every municipality, this means that candidates may
only need a few hundred votes to win a seat. In such a
context, factors such as candidates’ reputation in the
community play an important role, and it may not be
necessary to spend heavily for electoral success. This
should attenuate our estimates below toward zero, and
we would expect any effects we find to be stronger in
elections where money may play a greater role.

39 This is consistent with spending in mayoral elections (Avis et al., 2022).

Estimation approach and results

To test our expectations, we examine how the dis-
continuous jump in the spending limit affects the
probability of having legislators from different parts of
the wealth distribution win a council seat. As before,
we divide the legislators who won a council seat in
the 2016 elections in municipalities around the cutoff
into sextiles.*’ The median legislator in the lowest sex-
tile declared about .7 times the wealth of the median
Brazilian household. The ratios are 2.4, 4.9, 8.8, and
15.4 for sextiles 2 through 5, respectively. The median
legislator in the highest sextile declared assets 35.7
times those of the median household.*! Members of
the top sextile have assets worth at least 24.6 times
the spending limit on the left of the discontinuity.
The median member of the top sextile in the window
around the discontinuity has assets worth 39.0 times
the spending limit on the left of the discontinuity.

To examine the effect of higher spending limits on
who holds office, we estimate a set of six regression
discontinuity models, where the unit of observation
is individual council seat winners, and the dependent
variable is a dummy indicating whether a legisla-
tor belongs to a certain wealth sextile. We employ
local linear regressions with a triangular kernel and

40 Around the cutoff refers to municipalities within a R$4,000 window of
the discontinuity, which is roughly the bandwidth we use in our regression
discontinuity analyses below.

41 The ranges of the wealth ratios for the sextiles are: <1.5, 1.5-3.5, 3.5-6.7, 6.7—
11.6,11.6-21.4, >21.4.
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FIGURE 7 Effect of higher campaign spending limit on

wealth of council members in Brazil. Notes: Outcomes are dummy
indicators for whether a municipal council seat is won by a member
of a given wealth sextile. The running variable is the highest
campaign spending in the municipality in 2012. Estimates are
average treatment effects at the cutoff estimated in six separate
models, using a local linear regression and a triangular kernel,
robust bias-corrected standard errors, and a masspoint correction.
The bandwidth is equal for all models and obtained by averaging
the MSE-optimal bandwidths for the six models (h = 4,491,
b=6,907). Included covariates: council size fixed effects, year that
wealth was calculated fixed effects.

present bias-corrected estimates with robust standard
errors and a masspoint correction (Calonico et al.,
2014). We use the same bandwidth in all six mod-
els, which we obtain by averaging the Mean Squared
Error (MSE)-optimal bandwidths for the six separate
models. Using a common bandwidth ensures that the
treatment effects of the six models sum to zero. Finally,
we include dummies for council size and the year in
which legislators’ wealth was measured as controls.

In SA Section E1,*> we show that candidates who are
subject to more permissive spending limits spend on
average about 8% more than those who have to adhere
to the stricter limits. This increase is driven by wealthy
candidates, especially those in the highest sextile, who
spend on average almost 18% more. Figure 7 depicts
how being subject to the higher spending limit affects
the probability that a given elected legislator belongs
to a certain wealth sextile. Consistent with H1, the
only group that significantly benefits from more per-
missive spending limits is the top sextile—those with
declared assets at least 21.4 times the median Brazilian
household wealth. A given legislative seat is about 4.6

42 On pp. 22-25 of the SA.

percentage points more likely to be occupied by a
person in the highest wealth sextile just to the right
of the discontinuity than a seat just on the left. Given
that (in the window around the discontinuity) 16.7%
of legislators are in this group, this is a large effect.

By contrast, the point estimate for the fifth wealth
sextile is quite close to zero and not statistically signif-
icant. By any reasonable definition, members of this
group are wealthy, as their assets are 11.6-21.4 times
the median household wealth. Nevertheless, the prob-
ability that a legislative seat is occupied by a member
of this group is not significantly larger in municipali-
ties where the spending limit is 24% higher. Members
of the fourth sextile are somewhat less likely to occupy
a given seat when there are more permissive spending
limits, although not significantly so. There is, however,
a significant negative effect for the third sextile: A seat
is 3.7 percentage points less likely to be occupied by
a member of this group under permissive spending
limits. Again, this is a fairly well-off demographic: All
of them have at least 3.5 times (and up to 6.7 times)
the wealth of the median Brazilian household. How-
ever, they are the losers of more permissive campaign
finance limits, as they are displaced by candidates
who are very wealthy. This is in line with H3, which
predicts that when financing pressures rise from an
already high baseline level, this will advantage the very
wealthy at the expense of the medium wealthy:.

Also in line with H3, there is no significant difference
between the left and right of the discontinuity in the
probability that a given legislator is from the bottom
two sextiles. Thus, more permissive spending limits do
not decrease the number of politicians with assets less
than 3.5 times the median household. Because of their
(relatively) low wealth, it is difficult for them to spend
at or close to the cap, regardless of whether they are on
the left or right of the discontinuity.**

Thus, the hypotheses we derived from our frame-
work also find support in a situation in which cam-
paign finance pressures vary quasi-randomly. In SA
Section E3,** we demonstrate that our results are
robust to accounting for missing wealth data, using
different bandwidths, and using five or seven wealth
categories. In addition, in SA Section H,*> we provide
evidence that, under more permissive spending lim-
its, candidates from the highest wealth sextile are more
likely to run for a seat in the first place, as well as more
likely to win a seat conditional on running.

43In SA A17 (p. 24), we show candidate spending by wealth sextile, which
makes clear that wealthier candidates spend more and are more likely to
spend close to the limit.

44 0n pp. 25-27 of the SA.

45 On pp. 33-36 of the SA.
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EVIDENCE FROM A COMBINATION OF
REFORMS IN CHILE

The context of our analysis in Brazil—a lower office
with limited political power, a candidate-centric polit-
ical system with weak parties (Samuels, 2003), and
campaigns that primarily rely on candidates’ own
resources and individual donations—may be par-
ticularly favorable for finding that greater spending
pressures strongly boost the electoral success of well-
resourced candidates. To evaluate whether we observe
similar effects in a different context, we turn to the
elections for the Chamber of Deputies in Chile. These
are elections to the highest legislative office, in a
system where political parties play a much more
active role than in Brazil (Valenzuela et al., 2018). For
example, candidates in the 2017 election in Chile
received on average close to 30% of their campaign
funds from parties, compared to around 6% that
the candidates for the municipal councils received
in Brazil.“® This context, thus, represents a plausi-
bly harder case for finding that financing pressures
shape the wealth of the political class. Should our
results resemble those in Brazil and across coun-
tries, our theoretical arguments can more plausibly be
considered generalizable.

Empirical context

We leverage changes to financing pressures driven by
a combination of an electoral reform and a campaign
finance reform, both of which came into effect for the
2017 parliamentary election. The campaign finance
reform, among other things, lowered the amount
candidates could spend per voter in each district
compared to the previous election in 2013. The elec-
toral reform decreased the number of districts from
60 to 28 and changed the district magnitude from
two seats for all districts to three to eight seats in the
new districts. Combined, these two reforms changed
the spending pressures differentially across seats
within and across districts; some seats experienced a
decrease and others an increase in spending pressures
compared to the previous election. This is because the
campaign spending limit was benchmarked against
the number of voters in a district, but without tak-
ing into account the change in district magnitudes.
Therefore, candidates for seats in districts that expe-
rienced a larger increase in magnitude had a higher
spending limit (and were thus subject to greater cam-
paign finance pressures) than candidates for seats in
districts with a smaller increase in magnitude, even
though the number of voters per seat (and thus, all
else equal, the number of votes needed to win office)

46 See SA Figure A31, p. 36.

was roughly equal in all districts.*” While the reforms
occurred in close temporal proximity to each other,
their implementation was not coordinated, as they
were driven by separate considerations and supported
by distinct political actors.*® This lack of coordination
alleviates potential concerns that wealthier legislators
shaped the reforms simultaneously to reinforce their
resource advantages, and provides us with potentially
exogenous variation in spending pressures.

Theoretical expectations

As in Brazil, the distribution of wealth of candidates for
Chile’s Chamber of Deputies is heavily right-skewed.*’
According to H1, we therefore expect to observe an
increase in the share of wealthy, and particularly very
wealthy, legislators for seats experiencing a (larger)
rise in spending pressures.

Also like in Brazil, the spending limits in Chile were
set at a high level, ranging from 180% to 750% of
district GDP per capita. Therefore, according to H3,
we anticipate that the benefits accruing to the very
wealthy from the increased spending limit will primar-
ily be at the expense of the moderately wealthy rather
than the relatively poor legislators.

Estimation approach and results

As before, we divide the legislators into wealth sex-
tiles. The median legislator in the top sextile is 36 times
wealthier than the median Chilean household.’® The
ratios are 0, 1.5, 4.3, 8.7, and 14.0 for the first through
the fifth sextiles, respectively."! Since our treatment
is the change in the spending limit per seat (per
voter) between the 2013 and 2017 elections, we would
ideally examine its impact on changes in the distribu-
tion of legislators’ wealth across seats between those
two elections. However, wealth disclosures were not
mandated until 2016, and so we do not have data
on legislators’ wealth in the 2013 election. We can
therefore only examine the impact of the 2013-2017

47 SA Section G.2 (pp. 29-31) establishes that larger increases in the spending
limit correlate with greater campaign spending in the 2017 election.

48 See SA Section G.1 (p. 28) for more details.

49 SA Figure A2 (p. 1).

50 Legislators in the top sextile have assets worth at least 8.7 times the spend-
ing limit per seat in districts with the below-median 2013/2017 change in the
spending cap, and 6.7 times the spending limit per seat in the districts with
the above-median change in the spending cap. The median member of the
top sextile has assets worth 14.2 times the spending limit in the former group
of districts, and 11 times the spending limit in the latter group.

5! The median legislator in the bottom sextile reports no assets. We have exten-
sively checked the data and found there to be no identifiable errors. The range
of ratios for the bottom sextile is 0-.54 times the median household wealth.
The ranges for the other sextiles are: .57-2.9, 2.9-5.7, 5.7-10.8, 10.8-21.6, and
more than 21.6.
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FIGURE 8 Campaign financing pressures and legislator

wealth in Chile. Notes: Estimates are differences in the predicted
probability of belonging to each wealth sextile at higher versus
lower financing pressures, as described in the text. The shaded area
represents point-wise 95% confidence intervals based on standard
errors clustered by district.

spending limit changes on the level of the distribution
of legislators’ wealth in 2017.°

As in our cross-national analysis, we run an ordered
logistic model on the sample of electoral winners. The
distribution of changes in the spending limit across
seats is not smooth, so to avoid model extrapolation,
we dichotomize the seats into those experiencing an
above-median change (roughly corresponding to an
increase in the spending limit relative to the 2013 elec-
tion) and below-median change (roughly experiencing
either no change or a decrease in the limit). To iso-
late the effect of the financing pressure changes as best
as possible, we include indicators for the new districts
and parties, and several election-specific district-level
and individual-level covariates.®

Figure 8 shows the difference in the probability of
a legislator belonging in each wealth sextile for seats
seeing an above-median change in spending pressures
compared to those seeing a below-median change. An
increase in spending pressures leads to a 15.5 per-
centage point increase in the probability of the seat
being occupied by a legislator from the wealthiest sex-

52 This limitation also restricts our ability to assess the plausibility of paral-
lel trends; however, in SA Section G.3 (p. 32), we find no visible pretreatment
trends in the demographic characteristics that typically correlate with wealth.
53 The variables are described in SA Section G.2 (pp. 29-31), which also reports
the coefficient estimates.

tile (from 8.1% to 23.6%, p = .012). The probability of
a legislator being in the fifth sextile also increases, by
about half the magnitude, although the estimate is
noisier. The estimates for the third and fourth sextiles
are close to zero, whereas the probability of being in
the second sextile decreases by 9.2 percentage points
(p=.01) and in the bottom sextile by 15.9 percentage
points (although that estimate is noisier). Therefore,
in line with H1, and with our previous findings in
Brazil and cross-nationally, the increase in financing
pressures primarily advantages the very wealthy. In SA
Section G.4,°* we confirm that the results are robust
to using five or seven wealth categories. Moreover, we
conduct a placebo test using the 2021 elections, where
changes in the spending limit compared to 2017 were
minimal and driven only by changes in the number
of registered voters per district, and indeed find null
results. In SA Section H,*® we also find that higher
spending pressures had no impact on the wealth com-
position of candidates who chose to run, but increased
the chance of winning conditional on running for
wealthy candidates.

We note, however, that the patterns in Figure 8 are
not fully consistent with H3, as the relatively poor
candidates rather than the medium wealthy appear
to bear most of the electoral disadvantages generated
by greater financing pressures. This may in part be
because of the greater role of parties in the Chilean
context, and how they chose to financially support
their candidates. While in general, parties channeled
substantial funds to the less wealthy candidates,”®
in constituencies with greater increases in financing
pressures, they directed the funds away from such
candidates and toward both the medium wealthy and
especially those in the top sextile, compared to con-
stituencies with lower spending pressures.”” We return
to this point below.

DISCUSSION

Our paper examined the relationship between pres-
sures to raise and spend campaign funds and the
wealth of a country’s political class. A crucial feature
of our approach that has not been considered in previ-
ous work on the topic is that we explicitly incorporate
Pareto’s Law, the empirical regularity that wealth
tends to be concentrated in the hands of the few.
This allowed us to derive several nuanced predictions
about the relationship between campaign finance
pressures and politicians’ wealth. Our framework
not only indicates that a rise in financing pressures

54 On pp. 32-33 of the SA.
55 On pp. 33-36 of the SA.
56 SA Figure A31, p. 36.
57 SA Figure A28, p. 33.
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benefits the wealthy, but that it disproportionately
advantages the very wealthy—especially when wealth
inequality is greater. Our framework also predicts that
who benefits and who loses (and by how much) from
arise in campaign finance pressures depends on what
level the pressures rise from. We find support for our
hypotheses by descriptively analyzing original data on
the wealth of more than 23,000 national legislators in
41 countries, and by exploiting quasi-random varia-
tion in campaign finance pressures in Brazil and Chile.
Our findings shed light on a potential cause of
wealthy political elites, and we hope they inspire
additional research into the topic. One interesting
difference between Brazil and Chile we observed is the
mechanism by which the wealthy benefit from higher
campaign finance pressures. In Brazil, greater spend-
ing pressures make the wealthy more likely to both run
and win conditional on running. In Chile, the main
channel is the increased chance of winning by wealthy
candidates rather than through candidate entry. Why
the difference? Our intuition, briefly mentioned above
and which we elaborate on in SA Section H,*® is that in
Chile, parties play a more important role, including in
campaign funding. Greater party transfers may help
ease the financing pressures for the less wealthy can-
didates, encouraging them to run. At the same time,
wealthier candidates should be able to recover some
of their advantage under greater financing pressures
by increasing the amount of self-financing. Moreover,
seat-maximizing parties should find it hard to credibly
commit to not support the wealthier candidates, at
least to some degree, given that their greater funding
advantages make them more likely to win. Combined,
this means that greater party transfers may lessen
the potential deterrence effect of higher financing
pressures on the less wealthy, but not eliminate the
resource advantages by the very wealthy and how they
shape their probability of winning. While we provide
some suggestive evidence consistent with this con-
jecture in the SA, a rigorous test is beyond the scope
of this article. We think it would be fruitful to further
study the role of party (as opposed to candidate)
funding in electoral competition and representation.
Another factor to study in greater detail is the effect
of so-called “moonlighting”—politicians concurrently
maintaining outside sources of income (cf. Weschle,
2021, 2024b). Such rules may promote a financially
more representative political class if, by maintaining
employment and contacts while in office, they help
alleviate the uncertainties of political tenure that may
otherwise discourage less wealthy candidates from
running (Norris, 1996). However, the marginal returns
of holding office with the possibility of moonlight-
ing may be particularly high for high-human-capital
politicians (Gagliarducci et al., 2010). If so, moon-
lighting rules may disproportionately attract wealthier

58 On pp. 33-36 of the SA.

politicians. Our data on politicians’ wealth can help
provide novel insights on these questions.

Finally, it is also vital to study the consequences
of having very wealthy politicians in office. Wealthy
individuals tend to have more conservative economic
preferences (Cohn et al., 2023; Page et al., 2013; Suhay
et al.,, 2021). If such preferences extend to office hold-
ers, wealthier elites may preside over lower taxes and
less social spending than if the political class were
more financially diverse. At the same time, even if
wealthy politicians’ sincere preferences push them to
enact less redistributive policies, their induced prefer-
ences in response to constituent demands may have
countervailing effects. However, there is mounting
evidence that politicians tend to be more respon-
sive to wealthier constituents (Bartels, 2018; Lupu &
Warner, 2022), perhaps partly because, as we have
shown, the overwhelming majority of politicians are
wealthy. There is also some evidence that politicians’
wealth correlates with their revealed policy prefer-
ences (Eggers & Klasnja, 2020). We hope our data
facilitate further research in this area to evaluate these
questions more comprehensively.
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