
POL1050: Money, Power 
and Democracy

Class 4: Political Finance (Funding) – video lecture



Schedule
This week: Political Finance
• Wednesday: Campaign spending (Outputs)
• Does it matter?
• Why does it vary accros countries?

• Video lecture:  Funding (Inputs)
• Types
• Corruption
• Political Finance Regimes (fighting against corruption)



Reminder: What explains cross-
national variation in (campaign) 
spending?
• Limits
• Funding
• Rules!
• Tax benefits for donations
• Banning of private donations
• Donation limits
• Public funding
• Bans on vote-buying
• Stricter transparancy rules
• Bans on advertising
• …

Cagé, J. 2020. The 
Price of 
Democracy. 



Types of Funding: Easton’s political system 
(1953)
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Public Funding …
Resources provided by the state (~Support)
• Relatively new: Uruguay (1928) first country to offer 

reimbursements for campaign expenses
• Concern for undue influence of donors
• Party insulation + broader representation and stronger 

competition
• Followed by Costa Rica (1956) and Germany (1959)

• Can take on different forms:
• Direct: a priori financial means or reimbursement
• Indirect: goods and services, airtime on state TV/Radio, tax 

benefits, …





Vs. Private Funding
Donations/contributions by private actors (corporations, 
interest groups, individuals, …) ~ Demands
• Large donors: investment logic (Bouton et al., 2024)
• Electoral motive
• Influence motive
• Success is unclear (difficulty of establishing causal effects)

• Small donors (individuals): consumption logic (Bouton et al., 
2024)
• Not private benefits, but participation
• In response to fundraising efforts by political parties



Funding & Corruption
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Funding & Corruption
• General definition of corruption: The abuse of public office for private 

gain (Rose-Ackerman 1999)

• In terms of political finance: 
• Exchange of money or goods (private funding) for political influence (Della Porta and 

Vannucci  1999; Evertsson 2013)
• Explicit exchange: quid pro quo
• Implicit exchange: general understanding (corrupt even if not breaking laws!)

• Embezzling state resources (public funding) into campaign/own accounts

• What is the private gain?
• Want to win elections – need money – but diminishing returns (see previous 

class)
• Financial profits



Political Finance Regimes as the 
answer?

“[…] the framework of public policies, legal 
statutes, judicial rulings, procedural rules, 

institutions, and informal social norms that 
regulate the role of money in politics.”  (Norris 

& Van Es, 2016: 14)



Example: Irish Referendums

https://www.tandfonline.com/doi/f
ull/10.1080/07907184.2024.237178
0 

• Standard legislation
• Referendum Acts 1992-2022
• Electoral Acts 1992-2022

• Court decisions:
• McKenna v. an Taoiseach (1995): 

no public funding
• Coughlan v. Broadcasting 

Complaints Commission and RTE 
(2000): equal airtime for 
campaigning sides

https://www.tandfonline.com/doi/full/10.1080/07907184.2024.2371780
https://www.tandfonline.com/doi/full/10.1080/07907184.2024.2371780
https://www.tandfonline.com/doi/full/10.1080/07907184.2024.2371780


Libertarian vs. Egalitarian Regimes
• Smilov (2007): political finance regimes make trade-offs 

between
• Libertarian values: little restrictions, freedom, market-thinking,…
• Egalitarian values: level playing field via public finance and 

expenditure restrictions
• Norris & van Es (2016): mix of these values (Dawood, 2013):



Types of Regulation
International IDEA’s Political Finance Database

https://www.idea.int/data-tools/data/political-finance-database
https://www.idea.int/data-tools/data/political-finance-database


Political finance reform to combat 
corruption?
• Origins of political finance regimes: late 19th century
• Battle electoral corruption in US and UK

Winning at any cost, Kentucky Courier-
Journal, october 11–18, 1987



Political finance reform to combat 
corruption?
• Origins of political finance regimes: late 19th century
• Battle electoral corruption in US and UK

• Reforms generally share several features (Hummel et al., 2019)
• Response to major political scandal (Watergate)
• Public calls by policy-makers to combat corruption (thereby curbing 

special interests and leveling playing field)



Do regulations lead to less corruption?
Measuring Corruption:
• Treated as a latent variable
• Measured through indices built with factor analysis
• V-Dem Corruption Index 

https://v-dem.net/
https://v-dem.net/
https://v-dem.net/


Do regulations lead to less corruption?
Measuring Corruption:
• Treated as a latent variable
• Measured through indices built with factor analysis
• V-Dem Corruption Index 
• Transparency International Corruption Perceptions Index

https://v-dem.net/
https://v-dem.net/
https://v-dem.net/
https://www.transparency.org/en/cpi/2024


Do regulations lead to less corruption?
Case Studies & Natural Experiments:
• Paraguay 1996 reform: strong effect of public funding along 

with transparency requirements (Hummel et al., 2019)



Do regulations lead to less corruption?
Comparative Studies
• Reduce regimes to indices (~measures of corruption)
• Hummel et al. (2019): public subsidies reduces corruption

Construction of Political Finance Subsidy Index 
(PSFI): variables (left) + average additive PSFI
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Do regulations lead to less corruption?
Comparative Studies
• Reduce regimes to indices (~measures of corruption)
• Hummel et al. (2019): public subsidies reduces corruption
• Casal Bértoa et al. (2014): stringent regimes encourage 

(perception of) party corruption
• More public funding
• Control and sanctioning of party finance
• Caps on private donations

• Parties will use illegal avenues instead
• Difficult to adjust



Or maybe it’s the other way round?
• Both van Es (2016) and Horncastle (2023) find that political 

finance regimes are more extensive when perceptions of 
corruption increase
• Points to endogeneity problem:
“Any analysis of cross-national data quickly encounters complex 
issues of chicken-and-egg endogeneity: for example, countries 

like Japan and Italy with major corruption scandals may be more 
likely to pass more stringent political finance laws, while new 

regulations can affect subsequent levels of political corruption. 
(van Es, 2016)



Conclusion
• Funding of political activity is important for political actors
• But source determines possibility of corruption
• Private funding: more likely
• Public funding: less likely

• Political finance reforms aimed at reducing corruption
• But difficult to assess whether it is succesful
• In the end: difference between de jure and de facto
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