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Money In Politics: A little or a lot?  

During the summer of 2018, I spent 8 weeks interning at The Morning Group, a political 

fundraising firm in Washington DC. Over my time I acquired knowledge of major Republican 

donors, communicated with CEO’s, CFO’s, general counsels, and lobbyists on behalf of clients, 

successfully sought and secured individual investments, and formulated budgets and timelines 

for events and campaigns. As I was composing briefings and scheduling call time for different 

clients of ours, I was shocked to see the amount of money that individuals donated. It was not 

uncommon to see individuals max out their donations to ten, or even twenty, hopeful officials in 

election cycles and give tens of thousands, if not millions, of dollars annually to different 

partisan organizations such as the NRSC, NRCC, RNC, and different leadership and super 

PACs.  

In the Winter of 2003, the Journal of Economic Perspectives published an article titled 

“Why Is There so Little Money in U.S. Politics?” written by Stephen Ansolabehere, John M. de 

Figueiredo, and James M Snyder Jr.. The title already seems infeasible. Over the summer I have 

personally witnessed Senators, Representatives, and political organizations solicit thousands of 

dollars of donations from individuals, and have seen high ranking CEO’s and founders of 

Fortune 500 companies give millions of dollars annually to these political organizations and 

super PACs. How could it be possible that these brilliant academics came to the conclusion that 

there is little money in U.S. politics.  



Furthermore, all the money donated seems impractical. Republican candidates need 

money to be able to compete with Democratic ones, and vise versa, and most of those funds are 

spend on campaign advertisements. However, there are specific issues that partisan candidates 

care about that could easily be solved with individual donations, such as public school financing 

and building new hospitals and homes for the Department of Veteran Affairs. Many of the large 

and reoccurring donors also do a lot of philanthropic work, but economics teaches us that 

resources are scarce, and that it is important to look at the opportunity cost. Hence, if individual 

“X” has allocated “Y” amount of dollars in donations for the fiscal year of 2018, he has to 

understand that for every penny that goes to political causes, a penny less goes to issue based 

causes or philanthropic work. What would be the incentive to donate to politicians or political 

causes? Would it be for status? Or perhaps to build a relationship with a certain Representative? 

Could it be possible that the money is used to weigh in on certain legislation?  

 The argument that the authors of this article make is not a general statement judging if 

there is or is not a lot of money in American politics, but comparing the money that is put in with 

the money that different organizations get out. Furthermore, even though there are many 

regulations about the amount of allowed donations, PAC’s do not give nearly enough to hit their 

upper limits.  For example, in the field of agriculture, crop producers and processors donated a 

total of $3.3 million to their respective campaigns and parties in the year 2000, yet received 

commodity loans and price supports worth $22.1 billion. Similarly, dairy producers donated a 

total of $1.3 million to the political field in the year 2000. In return, they received price supports 

that were worth over $1 billion in 2002 through the Farm Security and Rural Investment Act. 

The examples go on. Laws of economics would prove to us, that when there is such a high rate 

of return on investments, more actors should be keen to enter the market. However, “the 



discrepancy between the value of policy and the amount contributed strains basic economic 

institutions.”1   

 The authors of this article have reached the following conclusion to explain all the 

discrepancies and nuances previously listed: “It does not seem accurate to view campaign 

contributions as a way of investing in political outcomes. Instead, aggregate campaign spending 

in the United States, we conjecture, mainly reflects the consumption value that individuals 

receive from giving to campaigns…. Consumption might take many forms, including expression, 

citizen duty and social life.” 2 The authors also go on to conclude that individual donors give to 

politicians whose agenda they support. There is evidence to show that the money cannot actually 

influence the type of legislation that will be passed; instead officials are likely to do what they 

deem has the most merit in any case. Individual’s donations become more symbolic of a token of 

appreciation and support, rather then an attempt to influence the representatives position. 3 

 Even with an inconsistency between the number of actors entering the market and the rate 

of return on donations given, many people are still calling for campaign finance reform to lower 

the amount of money in politics, specifically the amount of money used and given to election 

campaigns. The nuance regarding campaign finance reform comes about when uncovering the 

tension it has with the First Amendment of the American Constitution. In 2010, in the case of 

Citizens United v. FEC, the Supreme Court ruled that corporations and unions can donate 

unlimited amounts for political fundraising as protection under the First Amendment. It was a 5-

4 decision, ruling in favor of invalidating certain parts of specific bi-partisan campaign fiancne 
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legislation such as the Bipartisan Campaign Reform Act of 2002 and the Federal Election 

Campaign Act of 1971. 4 Donating to campaigns and candidates is often compared to the 

freedom of speech and the right to actively engage in democratic government affairs.5 It is only 

logical that in a free market, individuals should have control to spend their money as they please. 

However, there are many critiques of the current finance regulations in place, stating that 

wealthy individuals and large corporations have to much weight in the elections due to their 

financial capital, and that is a threat to the legitimacy of the democratic system in the United 

States.6 However, opinions about how to better the current system vary greatly and there is yet to 

be a proposed solution that officials of both parties are willing to even consider passing. Some of 

the proposed solutions are to free up campaign finances even more, allowing political parties to 

raise unlimited funds; to institute small donor matching to increase the voice of those with less 

financial capital; to create more transparent system of donor disclosure so the public has a 

complete understanding of the stakes; or to completely over turn Citizens Untied and rely on 

public financing for elections, ensuring that every candidate receives the same amount and 

prosperous individuals cannot influence outcome. 7 
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 This is also a discussion that occurs with other democracies, as by definition a democracy 

must have free and fair election. Hence, money must be put in to support the functionality of 

such an electoral system. Different countries use different methods to try and ensure equitable 

access to political engagement for all their citizens. According to the International Institute for 

Democracy and Electoral Assistance, there are 12 democratic nations, that include Australia, 

Sweden, and Germany, that have neither limits on contributions, nor on how much the campaign 

can spend. 8 There are also a few democracies that are classified as “all-limit” nations, meaning 

they cap spending on both, donations and campaign spending. These countries include, but are 

not limited to, Israel, Belgium, and Canada. There are also democracies that only limit spending, 

such as the United Kingdom and Austria, and countries that only limit contributions, which 

include the United States and Finland.9 However, even with having limits, the Unites States 

spends significantly more on campaigns and elections than most first-world countries. The 

Center for Responsive Politics estimates that $6 billion was spent in the 2012 election cycle, and 

the number is likely to rise in coming years. In contrast, in the United Kingdom, spending has 

actually been decreasing since 2005. 10 

 Many people would blame the disconnect between average citizens and politicians on the 

campaign finance system.11 While there is some truth in this statement, it is an extreme over 
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simplification of the current state of politics in the United States. Campaign finance is only the 

cherry on top of a large pile of social and fiscal issues that are yet to be resolved in order to re-

mobilize average citizens to engage with the current political system. While there could be 

campaign finance reform implemented to ease the tension between citizens First Amendment 

Rights and unfair monetary influence in elections, the article from the Journal of Economic 

Perspectives should leave readers optimistic. Even now, with fairly relaxed campaign finance 

regulations, individuals and PACS are choosing to abstain from reaching their upper donation 

limits, and new actors are not entering the market at rates that economists would expect.   
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