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C O N S E Q U E N C E S

• Consequences of money in politics 
• Consequences of bureaucratic corruption 
• Consequences of money in politics on policy 
• Consequences of money in politics on political 

competition
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C O N S E Q U E N C E S

• How does having more/less money in politics 
affect political competition?
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P O L I T I C A L  C O M P E T I T I O N

• Brazil, 2016 municipal elections (mayors) 
• New campaign spending limits



• Jump in spending limit by ~25%
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• Candidates in some municipalities can spend 
25% more than incumbents in other 
municipalities that are otherwise very similar
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• Candidates in municipalities that have a higher 
spending limit do spend more on campaigning
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E N T RY

• More candidates run for office when campaign 
spending limits are lower



E N T RY

• So: How much campaign spending there is 
affects who runs for office



N O T  J U S T  C A M PA I G N  S P E N D I N G

• Other forms of money in politics also shape 
who runs for office 
• e.g. potential for self-enrichment
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• India 
• Wealth disclosure required by Supreme Court 

mandate 
• Started in 2003 

• Suppose politician enriches him/herself in 
office. When second mandate has to be 
provided, three options: 
• (Provide evidence that you enriched yourself) 
• Lie 
• Don’t run again



W E A LT H  D I S C L O S U R E

• When second affidavit is due: incumbents 13 
percentage points less likely to run for 
reelection 
• Fisman et al. (2017)
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S E L E C T I O N

• Reelection rates of incumbents lower when 
campaign spending limits are lower



S E L E C T I O N

• Incumbents usually have fundraising advantage 
• So they are more likely to be reelected when 

they can spend more money 
• Cap on spending limits that advantage, leading to 

lower reelection rate
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S E L E C T I O N

• How else could money affect electoral 
competition?
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S E L E C T I O N

• Different parties have different capabilities to 
raise money



• Idea: Corporate campaign contributions when 
there are no restrictions (hypothetical scenario)
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• Idea: Corporate campaign contributions when 
there are restrictions (hypothetical scenario)
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• Effect of bans on corporate campaign spending 
• U.S. states, 1950-2012
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• Republicans tend to receive more corporate 
campaign contributions than Democrats 

• What happens when a ban on corporate 
donations is introduced (or lifted)? 
• When ban on corporate campaign contributions, 

money comes only from small donors, public 
financing, etc.
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• After ban on corporate campaign 
contributions… 
• Advantage of Republicans in raising campaign 

money gets smaller 
• State-wide seat share of Democrats increases by 7.5 

percentage points
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R E M O V I N G  C A M PA I G N  
F I N A N C E  L I M I T S

• “Citizens United” 
• 2010 Supreme Court 

ruling 
• Declares limitations 

on “independent” 
corporate (and union) 
election spending 
unconstitutional



• Ruling affected some states (black) 
• But not others (gray) 

• They never had restrictions on independent 
campaign spending to begin with
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• Campaign spending increases more in states 
that had restrictions compared to states that 
did not 

• And more so for Republicans than Democrats
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• Removal of limits on corporate campaign 
spending lead to a 5.7 percentage point 
increase in vote shares for Republicans 

• This translates to a 12.6 percentage point 
increase in seat shares for Republicans 
• Klumpp et al. (2016)

C A M PA I G N  F I N A N C E  L I M I T S



• Amount of money in politics also has an effect 
on which party wins elections

S E L E C T I O N



• Democratic Party traditionally has received 
more support from unions 
• Some of it through contributions 
• Also: Unions help with voter mobilization 

(volunteering) 
• What happens if this support goes away?
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F L I P - S I D E

• “Right to Work” laws: Employees in unionized 
workplaces cannot be required to contribute to 
the costs of union representation 
• Collective action problem, free-riding 
• Consequence: Decline in union membership, union 

strength
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• Political effects of “Right to Work” laws 
• Reduce Democratic vote share by about 3.5 

percentage points 
• Decrease turnout by about 3 percentage points 

• Why? 
• Fewer campaign contributions to Democrats by 

organized labor 
• Potential Democratic voters less likely to be 

contacted and mobilized
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• How much money in politics there is affects 
political competition in systematic manner 
• More stringent laws lead to more challengers from 

more diverse backgrounds 
• And lead to incumbents being thrown out of office 

more often



P O L I T I C A L  E F F E C T S

• Also has an effect on who wins elections 
• Right parties benefit from corporate contributions 
• Left parties benefit from union support (money and 

labor) 
• Political donations are an important form of 

political participation 
• And are part of right to free speech
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• So, what is the right approach to regulate 
campaign finance?


