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Does Money Matter? Credible Commitments and
Campaign Finance in New Democracies

Theory and Evidence from Brazil

David Samuels

How important is money to the electoral process? With the spread of competitive
elections around the world in the last twenty-five years this question is increasingly

important in comparative politics. Yet, despite the potentially critical role of cam--

paign finance, research on it remains confined largely to the U.S. Surprisingly few
studies explore campaign finance comparatively, and fewer still explore campaign
funds in new democracies.! No studies use candidate-level campaign finance infor-
mation for less developed countries or new democracies.

Scholars assume that money influences elections in the U.S. and so direct their
energies toward determining how.2 However, in a recent article on the impact of
money on Russian elections, Daniel Treisman argued that it can not be assumed that
money exerts the same influence in newer democracies.? He argued that scholars
must first determine whether money influences elections in newly democratic coun-
tries before asking how it influences elections in them and that money ought to play
a far less significant role than is commonly assumed.

This argument is provocative. Treisman contends that in contrast to well-estab-
lished democracies newer democracies possess poorly institutionalized political
markets. In an institutionalized market credible contracting commitments are likely.
In contrast, in poorly institutionalized markets contracting is difficult because buy-
ers and sellers have little guarantee that the terms of the contract will be fulfilled. In
terms of campaign funds, in a poorly institutionalized political market “consumers”
of government services (potential campaign financiers) will not invest in potential
“producers” of government services (candidates for office) .because they are rela-
tively more uncertain that they will get what they pay for. The main implication of
this argument is that little money will be supplied for electoral campaigns.4
Treisman illustrates this general theoretical point by disputing the notion that money
has played a critical role in recent Russian presidential and parliamentary elections.

This argument raises a number of questions. Most important, should compara-
tivists be skeptical that money E_,,_aa_w influerices elections in newer democracies, or
should they accept the conventional wisdom? Is there something qualitatively differ-
ent about newer democracies that makes money less likely to be important than in
established democracies? Given the critical importance of understanding the factors
driving elections in new democracies, and given money’s assumed powerful role in
well-established democracies, these questions merit exploration.
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Treisman’s argument also merits exploration because it is controversial. Many
believe that wealthy individuals, corporations, and interest groups possess undue
influence in U.S. politics, where campaign finance laws are among the best elaborat-
ed and most stringent in the world. Thus, it is not surprising that many also believe
that the same kinds of political actors exercise even greater influence in emerging
democracies, where such laws may not even exist. Moreover, in newer democracies
the public has less experience in choosing representatives; the media has less experi-
ence investigating without fear of being jailed; and politicians themselves have little
experience in negotiating under democratic procedures. Under such conditions, it
might seem natural to conclude that money plays an important role.

The argument that money and politics do not mix in transitional democracies
merits closer examination.5 What is the impact of campaign money in emerging
democracies? As Treisman argues, media and insider accounts of the impact of
money on elections should not be taken at face value. However, the same logic of
credible commitments that Treisman employs can support the conclusion that money
plays a crucial role in elections in newer democracies, Although Brazil fits the

aomong.ouomm no_mmﬁ_%wogw %Booao&aonaw plays an important role in its
elections,

On the Impact of .go.:e% in New Democracies: The Skeptical Case

Treisman employs the Ppopular metaphor of a political market to explain his hypothe-
sis that money plays little role in transitional democracies’ elections, Contracting
between principals and agents will be difficult when a political or economic market
is poorly institutionalized, because the fluidity of institutions makes contract
enforcement problematic. Neither buyers nor sellers can credibly commit themselves
to fulfill an agreement; they are therefore less likely to commit themselves to the
contract in the first place. Fluid political markets with electoral personalism, the
rapid emergence and disappearance of parties, and/or high voter volatility character-
ize emerging democracies such as Russia and Brazil .6 ,

A poorly institutionalized political market might limit the credibility of implicit
political contracts that exchange government services for campaign money.” Not all
campaign finance is service-induced; some may be policy-induced. However, in
countries like Russia and Brazil, where parties and party identity are relatively weak,
politicians change political allegiances frequently, and pork-barrel politics is very
important for political survival, it is more likely that campaign funds will be service-
induced.

In such cases, a donor agrees to provide money up front in exchange for expected
services at some undetermined later time, However, in a poorly institutionalized
political market potential donors lack confidence that politicians will hold up their

N
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end of the deal. According to standard economic theory, if buyers lack good infor-
mation, then the existence of sellers in the market who offer inferior m.oo% can even
drive the market out of existence.8 In well-established democracies Treisman suppos-
es that donors have relatively greater assurance that their implicit contracts will be
fulfilled, because political stability and a history of interaction generate confidence.
The evidence Treisman presents in support of this argument is largely anecdotal .
and mainly supports the contention that Russian campaign finance data are not trust-
worthy (a problem Treisman himself acknowledges). Zoﬁ.hwn_amm, he argues a«:
investment in candidates is a highly risky proposition in Russia that many potential
donors refuse. Russia is full of “suspicious, short-term a.mw_ﬁ.m.. who seek Duma
deputies they can “buy” for particular votes.? Yet deputies disregard even n.romo
short-term investments because they “do not stay bought” and a:&om&w seek higher
bidders.!% Treisman concludes that “the private funds new ,ccmm.:m& elites v.Bsz to
electoral campaigns constituted a relatively minor part of [political] bargains, {and]
spending on campaigns was relatively .m:am,am%o.s: o o
Perhaps because the data about the contributor-politician relationship are so thin
in Russia, Treisman argues not only that donors will not supply money, but also that
money is less likely to influence electoral outcomes. However, this argument con-
flates the two issues. The logical distinction between the factors that aw:a voE._.
cians’ abjlity to raise funds and their ability to use those funds to win votes is
absolutely basic in studies of campaign finance:12 One should not assume that infer-
ences about one relationship apply to the other.13 .
Nevertheless, Treisman presents national data on money and votes wo_. both presi-
dential and parliamentary elections. He finds that “in none of the elections was there
a simple linear relationship between the amount om;_n_w:M spent by a [party] bloc or
candidate and the vote received,” and to support this claim _5. shows a low correla-
tion between money and votes.!4 However, without mzooﬂo_.ws.:m 9.@ effects of oa..on
variables, such data are too aggregate to conclude that a relationship does not sc.a
in presidential or national party elections, There is good reason to suppose Ewm this
correlation would not be high in any case. For example, if it were, the Republicans
would never lose a presidential election in the U.S., and they would always control
ouses of Congress. o
coﬂ.ﬁh. this level of mwmaommnon the implied causal relationship m.cn.ma from mmmu_.mow_z
omitted variable bias. Particularly in presidential contests and in the maa_.ssm:o:. of
what affects national (as opposed to constituency) vote totals, such factors affecting
the vote outcome as the strength of party organization, ideology, the state of a.z.w econ-
‘omy, parties’ links to well-established civil society or government groups, Ea incum-
bents’ approval ratings can not be ignored. For example, in wcmm_w; there is little rea-
son to expect the Communist Party’s national vote mos._ to oonom.woqa to :.m ~m<o_ of
spending. Its ties to organized interests and its o_‘mm:_umao_._& continuity, in significant
contrast to other Russian parties, are more important. Leftist parties around the world,
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which may be unable to raise significant funds in the first Place, probably rely rela-
tively more on their party label and local organization to get out the vote.!5 In sum, in
any party system, whether consolidated or transitional, the expected return in votes
per unit of currency invested is likely to differ widely across parties, for many rea-

little certainty that money is indeed unimportant in Russian elections. It may be true,
but its confirmation awaits additional empirical researc

An Alternative Approach to Understanding OuE—.u_n... Funds in New
Democracies .

The questions raised in the previous section cast doubt on but do not directly counter
Treisman’s arguments. To assess the impact of campaign funds in new democracies,
it is necessary to develop clearer theoretical expectations for a wide range of cases.
Three fundamental issues need to be addressed: the presence of supply, of demand,
and of credible 85«8.8.38 to support market .mw%w:mu. Without supply, demand,

:_;nsna:%%_wom a‘uav&n.. ?_&m:goawg.o incentives that potential financiers
bave to influence the distribution of government services. .

E;nsna__anagnwo_. gv&@?:%mmuggomﬁn degree of inter- and intraparty
competition, .

H3a Market exchange will proceed to the degree that politicians desire to establish collective
and/or individual reputations,

EeZE._ﬁoan:woi: v..ooaon.oso%uaonﬁ vo_mmo_.w-,.m and donors expect to engage in
repeated interactions. . v

:.#anwa a«nwm__mni:_u_.moo& .wm..Ew\.mom,ﬁnGc~.vo.m~mnmm=a&E donors have owwmc_musoa
quasi-institutional sanctioning mechanisms, ) .

Because these hypotheses are general and in many ways also apply to established
democracies, they permit cross-national comparative research. They are also cumu-
lative: each hypothesis is a necessary but insufficient condition. Only if all five are
met will a campaign funds market emerge.
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Expectations Regarding the Supply of Campaign Funds in Newer Democracies
The first hypothesis addresses the question whether individuals, businesses, and/or
interest groups have reason to invest campaign funds in candidates or parties.
Regardless of the demand, if there is no supply of money, then there will be no mar-
ket. There are good theoretical reasons to believe that political actors in new democ-
racies will invest in politics. This belief assumes that a supply of government ser- .
vices exists, that elected officials exert at least minimal control over that supply, and
that interest groups, corporations, and individuals desire access to that supply and
have money to distribute, .

These assumptions are reasonable. Redemocratization permits a greater number
and variety of interests to influence government, and, wherever government exists,
political actors will attempt to influence areas that affect their interests. They will
apply political pressure whether the system has centuries of experience with democ-
ratic elections or just a few years. Unless it is assumed that everyone who possesses
money is uninterested in purchasing government services in Russia and other transi-
tional democracies, there is substantial a priori reason to believe that contributors
will potentially be willing to supply campaign funds.

In fact, the pressure for financiers to supply campaigh funds to gain access ought to
be particularly high at the moment the authoritarian system opens up. Those who desire
access have incentives to be the first mover, because the supply of government output is
limited. In authoritarian systems certain interests are excluded, perhaps arbitrarily, from
the political process, while others are included. This exclusion limits competition for a
slice of government output, thus lowering the price of the output’s price. Under authori-
tarianism the price that individuals are willing to pay government officials for govern-
ment output ought to be lower than under democracy. When an authoritarian system
opens up, more interests are necessarily allowed to compete for government policy out-
put than under the prior regime. Because investors would prefer to accrue more output
to themselves rather than less, significant pressure exists in emerging political markets
to move quickly to gain a larger slice of the pie, before competition pushes the price of
access up. Potential investors therefore face pressure to employ monetary resources to
obtain the highest potential return on their investment as quickly as possible.

In authoritarian regimes political contracts are unchallenged, or at least less chal-
lenged, by competing interests. In democratic regimes contracts are relatively- more
challenged by private interests that demand government services and are willing to
bid for them. Even in highly oligopolistic systems like Brazil and Russia, some com-
petition is more than no competition. When even some competition exists, actors
have incentives to provide campaign funds to try to shift resources in their
direction.!6 In contrast to Treisman’s argument, if private interests desire access to
government services, and elected officials exert some control over their distribution,
then these private interests should provide campaign funds to candidates for office.
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Expectations Regarding the Demand for Campaign Funds in Newer
Democracies  The second hypothesis states the conditions under which demand
for campaign funds ought to exist. Under certain conditions demand for campaign
funds may be low. For example, campaigns may be wholly or partially publicly fund-
ed, thereby eliminating or reducing candidates’ ability or need to raise funds.!?
Campaigns might be inexpensive because they are not competitive. If one candidate
or party has no viable rivals, there would be no need to raise or spend money to win
votes. However, as the competitiveness of elections increases, so do their costs.18

Demand exists in newer democracies because democratization increases electoral
competition. Even though democratic transitions are often characterized by high
degrees of “conservative continuity,” competitive elections nevertheless differ quali-
tatively from noncompetitive elections and certainly differ from the absence of elec-
toral competition.!9 For example, Boris Yeltsin’s extensive employment of public
monies to influence elections strategically is evidence that he believed competition
was important in Russia. In general, some degree of heightened electoral competi-
tion characterizes new democracies. Ceteris paribus, the demand for campaign
funds ought to be a direct function of the degree of this competition.

The demand for campaign funds is not only a function of interparty competition,
but also of the degree of intraparty competition in each constituency.20 Even if one
party dominates, if candidates within that party must compete against each other for
votes in each district, then they have a strong incentive to spend money to differentiate
themselves from their copartisans.2! The importance of intraparty competition depends
on the candidate nomination process and the electoral system. For example, if candi-
dates must win an open primary election in a single member district system, intraparty
as well as interparty competition may affect the demand for campaign funds.

When candidates face competition, it is only necessary to assume that they desire
to win to conclude that a demand for campaign funds exists. The degree of demand

depends on intra- and interparty competition and other costs of running a campaign,
which will vary widely based on contextual factors,22

Expectations Regarding the Existence of Credible Commitments in Newer
Democracies  The existence of supply and demand are necessary but insufficient
reasons for market exchange to proceed. Market exchange also requires contracting
between those who produce the supply and those who generate the demand.
Contracting is problematic in poorly institutionalized markets, because buyers and
sellers have few guarantees that the terms of the contract will be fulfilled. Potential
campaign financiers may be reluctant to invest because they lack confidence that
they will get what they paid for. This issue boils down to whether suppliers of cam-
paign funds in new democracies expect politicians to provide an adequate return on
invested money. If they do not, campaign funds will be undersupplied. Even if
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investors are interested in obtaining government services and politicians n_aan.a
campaign funds, contracting problems may cause §aonb<mm_§na. In contrast, if
investors are confident they will obtain a good return on their investment, then cam-
ign funds will be supplied. : -

vw. w«uea guarantees aﬂvvoasmm_ contributors in gmﬁoum_ democracies have @Sﬁ
politicians will come through with their end of the bargain? Cn.moncbwﬁo_vn campaign
financiers can never obtain such guarantees in both long-standing and newer democ-
racies. The reason is straightforward: in all countries, campaign »”Eam ooun.mma are
legally unenforceable.23 Contributors can not take their case to a higher w.:.EonQ ifa
politician reneges on a deal, nor can a politician sue ooun._ccs.a for ».w.__Sm to pro-
vide promised campaign funds. Consequently, credible ooBB—Sﬁ:mm in campaign
finance contracts can not rest on institutionalized punishment Enorm:.mﬁm.

In the absence of credible sanctioning mechanisms, ooni_uﬁonm.. investments
may be subject to ex post expropriation without compensation. In N.Em situation, z:.u,.a
ought to be underinvestment even where supply and mnB.Ea are _.._.mr. .m<n= _.m mo:a-
cians do not expropriate contributions ex post, investing in campaigns is at minimum
highly risky in any country because of the lack of contractual obligations to provide

ices in exchange for money. o
manMS.un 382?:@ maintains the credibility of campaign funds oonnuwoa in .c.on.
newer and more established democracies? When transaction costs are high, vo_.ﬁnw_
actors (both buyers and sellers of campaign funds) have incentives to .uo<o_mu insti-
tutions or quasi-institutional mechanisms to counteract mrn effects of uncertainty and
enhance the possibility of successful contracting. Political actors can develop a.qoo
kinds of mechanisms to enhance the credibility of their commitments: reputation,

ition, and sanctions.

Rv.muzownwgoa their credibility, politicians have incentives to %5_8.» brand name,
or reputation. A successfully developed brand name m.n&owam a.c&:.% to v.oaa_w_
voters and also provides voters with a target against which to 88._53 if n:.m:@ .moam
not meet expectations.24 Candidates can develop either a collective or an .EES&E
brand name. A politician can develop a collective brand name by 855.8.:« toa
party that espouses an ideology and possesses a oo:oom«..o amasam By committing to
a party, a politician admits that he or she is at least v&..cw:% uzcmaESEn by E_o_&nn
candidate who also carries the brand name. Committing toa oo_=.oQ._.<n reputation
thus limits politicians’ ability to renege on'contracts, = o

However, a collective reputation reduces politicians’ autonomy in ways that a per-
sonal reputation may not.25 Politicians can also invest in a personal brand name,
often referred to as the “personal vote.”26 Particularly if the n_o.ﬁoB_.m%mSB allows
or encourages individualistic campaign tactics, politicians rmﬁ.\ incentives to develop
a reputation as private goods providers (including woomn.mvgn&_% targeted pork) and
a core constituency of voters who know, trust, and ooam_Mnman_x vote mom 5«3. More
important, delivery of pork might not only solidify politicians’ reputation with vot-

29




Comparative Politics  October 2001

ers, but also help develop their reputation with potential omaw&ms contributors, such
as the construction firms that will build the roads, dams, bridges, and post offices
that the politicians successfully obtain. :

Repetition is a second necessary ingredient to reduce contract uncertainty. In the -

absence of sanctions, politicians face only one potential cost from reneging on a
contract: the loss of the present value of potential gains from future dealings with the
donor or from others who learn about the defection. Reputation matters little if the
investor believes that the politician will renege anyway because he or she has a short
time horizon. However, the more the politician plans to deal with the donor over
time, the greater are the costs of his or her defaulting. When politicians expect a
long-term relationship with donors, fewer resources need to be spent on contract
enforcement,

If elected officials are mainly amateurs and do not intend to pursue a career in
politics, then iterated play is less likely. However, if politicians plan to stick around,
then the credibility of their commitments increases, and they have fewer incentives
to defect from campaign finance contracts. For example, the relatively long careers
of members of the House of Representatives support the credibility of campaign
funds contracts in the U.S.27 Interpreting the likelihood of credible contracting in
new democracies therefore requires an understanding of the nature of political
“careers. Where politicians have relatively short political careers, then contract credi-
bility is damaged. Where political careers are longer, politicians have more and bet-
ter opportunities to develop their reputations and ensure greater contributions.28
Thus, where contributors expect to interact with politicians repeatedly over a rela-
tively long period, iteration can help establish credible commitments.29 N

However, even if politicians want to build their reputations and have long-term
career goals, reputation and repetition are insufficient to support institutionalized
political markets.30 Neither reputation nor repetition can fully restrict politicians’ ex
post behavior or prohibit them from manipulating the market in their favor once they
are in office. Only threats to punish defection made credible through the creation of
concrete political institutions can do so. However, as noted above, such institutions
are precluded in all campaign funds markets, not just in newer democracies.

Therefore, in contrast to Treisman’s argument, because campaign finance con-
tracts are equally unenforceable in both new and older democracies, the instability of

the political market might be unrelated to the functioning of the campaignfinance -

market. Supply and demand factors might matter more. For example, although cam-
paign funds contracts are impossible to secure even in the US., campaign finance
exchange proceeds apace. Or, even in relatively uninstitutionalized political markets,
contracting mechanisms might emerge. Because it may be in both contributors’ and
politicians’ interests to maintain exchange in the campaign finance market, they
could develop endogenous enforcement mechanisms or norms of behavior to
enhance credible commitments. Kroszner and Stratmann have suggested that politi-
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cians deliberately craft quasi-institutional contractual safeguards in the US. and cite
seniority rules and committee specialization as ways members .o.m the House of
Representatives enhance their reputation and the likelihood .om nmbmm_ﬁ~on.u_

Campaign funds contracts can not rest on concrete :._m:z:_osm_ mmmnmcmaw.
Instead, reputation, repetition, and sanctions must rest on mamo_.S& norms, in both
established and newer democracies. Brazil illustrates this point.

Campaign Funds in a New Democracy: Brazil

>ooo&w~m to conventional wisdom, Brazilian a_momoa. campaigns are n&ﬁ. expen-
sive, and money plays an important role in them.32 Until the 1994 o._moaou n:m. thesis
could not be confirmed or refuted. Only from that year were candidates SAESQ to
submit records of all campaign contributions.33 The data for the Go.& n_ao:g con-
firm that elections at all levels in Brazil are very costly, The winning vam_.aoa_&
candidate, Fernando Henrique Cardoso, declared that he had raised %u_.oxwauﬁn_w
U.S.$33 million. In his reelection campaign in 1998 Cardoso raised »gnoxwawﬁ_w
U.S.$41 million. Table 1 presents the average amounts winning om.:&au"ow raised for
other offices in Brazil 34 .

Brazilian elections are expensive across the board. For example, even Eocmw win-
ning congressional candidates in Brazil do not spend as B:o.: as winning o.g&amﬁ
for the U.S. House of Representatives ($530,000 on average in 1994), candidates can
not by law purchase television or radio advertising, and a dollar goes a lot further in
Brazil, where per capita income is less than U.S.$5,000.35

Table 1 Average Declared Contributions by Office, Brazil, 1994 (U.S.S)

Position Winners Losers Al
Governor $2,861,934 $729,645  R$1,289,371
. ’ (N=80)
Senator $374,863 $167,560 $235,581
(N=128)
D $121,391 $31,291 $55,155
Federal Deputy s
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In contrast to Treisman’s argument about Russian elections, political campaigns
have become a growth industry in Brazil since democratization in the 1980s.
Estimated total expenditures for all elections in 1994 (president, senators, governors,
and federal and state deputies) fell between U.S.$3.5 and $4.5 billion, about 0.5 per-
cent of Brazil's GDP36 The Economist reported that candidates in U.S. elections
spent “only” an estimated $3 billion for all elections in 1996.37 In Brazil newspapers
report in complete seriousness that elections serve as a strong boost to local
economies, principally in the country’s poorer regions.38

Why Provide a Supply? Why does the market for campaign funds thrive in
Brazil? On the issue of supply, why do potential contributors provide money?
Potential contributors in Brazil are very willing to open their pocketbooks because
elected officials control the distribution of valuable resources, for example, export
subsidies, banking regulations, exchange rate controls, and pork-barrel funds.39
On the exchange of campaign funds for government public works contracts,
Brazilian legislators spend much of their time trying to influence the geographic dis-
tribution of pork-barrel projects.4 Firms (for example, construction companies) that
desire government contracts for such projects have two reasons to provide a supply
of campaign funds to politicians. First, they want government projects directed to
their locality and invest in candidates who they believe will “bring home the
-bacon.”¥! Second, politicians not only influence the distribution of projects and
authorize their initiation, but can also influence when and even whether the firm will
be paid for work on projects.42 Indeed, because of finite supply of government ser-
vices and competition to obtain government contracts, many firms have set up lob-
bying offices in Brasilia staffed with specially trained budget lobbyists, and their
regional offices also have staffs assigned to governmental relations with municipal
and state government authorities.43
The return to democracy and Brazil's continuing fiscal crisis have also increased
competition for scarce government resources. Funds for pork-barrel projects have
declined in recent years.## Actors whose demands can not be as easily ignored as they
were under the military regime (for instance, unions pressuring for wage increases) also
now clamor for government resources. Therefore, potential donors have strong incentives
to invest quickly and heavily, so that they are not excluded from the division of the spoils.
What Generates Demand? Demand is a function of inter- and intraparty compe-
tition. In Brazil both forms of competition are fierce. Under the military regime left-
ist parties were proscribed. With free elections they can once again compete for
votes. Currently, lefiist parties hold about 20 percent of the seats in the lower cham-
ber of the legislature and have recently begun to win important mayoralities and
even statehouses. Generally, more parties now compete for voters’ attention. The
number of effective parties in legislative elections grew from 2.4 in 1982 to 8.2 by

~
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1994.45 Candidates in all parties now face more intense interparty competition.
Because party organizations (except perhaps the PT) are generally weak and do not
help individual candidates, candidates must raise their own funds,

In legislative elections intraparty competition also drives campaign costs up. MQ
federal deputy elections Brazil uses a system of open list proportional representation

in at-large districts that conform to state boundaries (twenty-six states and a federal .

district). The number of seats per state/district ranges from eight to seventy, with a
total number of 513 seats, Parties can nominate up to 1.5 candidates per seat in each
district, and multiparty alliances can nominate up to two candidates per seat in each
district. In the largest district in 1998, So Paulo, 660 candidates competed for sev-

enty seats, while thirty-eight candidates competed for eight spots in the smallest dis- ,

trict, Roraima.

This electoral system generates tremendous incentives for individualistic cam-

paign tactics.46 Under open list proportional representation candidates must compete
for votes against other candidates on their list, as well as opposing parties’ candi-
dates, and can not appeal to voters solely on a partisan programmatic basis. Instead,
to win votes they must build up a personal vote base. They need therefore to Ba.a
and spend money on favors, gifts, and other particularistic goods. Because of this
need, electoral systems like Brazil’s promote relatively high individual campaign
spending.:As the degree of competition in such systems increases, so amom the _n<.n_
of spending.47 Like interparty competition, intraparty competition also increased in
Brazil after redemocratization. The number of candidates per seat in federal deputy
elections has doubled from 3.3 in 1982 to 6.6 in 1998.48 When candidates under
open list proportional representation face increased intraparty competition, they
must raise and spend more money in order to stand out from the crowd.

Reputation and Repetition  Campaigns are so expensive in Brazil at least vwmzw
because considerable incentives to provide supply and generate demand exist.
However, these incentives are insufficient for market exchange to occur. Do reputa-
tion, repetition, and sanctions support market exchange? ‘

~ Scholars concur that Brazilian politicians—even those on the left, though to a
lesser degree—strive to construct a strong personal reputation for delivering mw&o@-
laristic goods.#? Politicians seek recognition for generating public works projects in
their regions and for providing individualized favors such as jobs, food, and small
loans, Such a reputation is the key to most Brazilian politicians’ career success, m.ba
few politicians survive in the system as merely advocates of w:.vm_.»aannm vcﬁ&N
positions. A Brazilian politician who turned away from the provision &. particularis-
tic goods would be subject to retaliation. A reputation as one who brings ro:.:.w mra
bacon not only helps solidify a reputation with voters, but also helps the politician
develop a reputation with potential campaign contributors; who would also turn
away from a purely programmatic politician.
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Since turnover in the chamber of deputies exceeds 50 percent in each election
can mnum. and congressional politicians in Brazil develop long-term aamaoamavm.w
§o<on.5 the U.S. House of Representatives, in contrast, is less than 10 _uanoaz.ﬂ
per election. In fact, Brazilian politicians have long-term political careers, even
though they may not have long-term congressional careers. Most deputies E._”?o in
the ow.pscn_. of deputies after serving some years in state legislatures, on municipal
councils, and as mayors. Typically, they spend-one or two terms in the chamber, then
attempt to continue their careers outside of the national legislature by agdm_m to
state or local mgnaann.ﬁ. .m..oa example, they seek to serve again as mayor or to move

implement public works projects than positions in the national legislature.50

The structure of political careers in Brazil solidifies politicians’ reputations and
demonstrates repetition with potential campaign financiers, Brazilian politicians
never stray far from their local or state origins, even while serving in the national

Brazilian politicians have long-term political careers that require constant sources

of funding, and thus they have strong incentives to develop long-term relationships

i.ﬁ.n&n::w_ campaign financiers. Likewise, potential financiers desire to support
politicians who will enrich their coffers through delivery of government contracts
over the long term. The structure of political careers in Brazil thus serves as an ana-
logue to the seniority system in the U.S. House of Representatives,s2

—wo.vﬁ.sao: and Repetition II: The Importance of Friends and Family If credi-
bility is a ?:mzoz of reputation and repetition, then familiarity also breeds confi-
dence. In me._. although the campaign funds market is well-capitalized, it is domi-
EE&. cw. _.m_waﬁc. few actors, Relatively few individuals, an average of only seven-
teen 5&59&? per congressional candidate, contribute to political campaigns, and
there _m.mooa reason to believe that many contributors are direct family a.o_&.moa
o_omn. friends, and/or business associates of the candidates.53 Nepotism and famil ;
political dynasties are widely known facts of Brazilian political life.54 This very :E.v.,
“.WM_...H»:& familiar base of contributors makes implicit contracts more credible and

ible.

The market for campaign funds in Brazil contrasts with the relatively more open
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system of campaign funding in the U.S. For example, Sorauf estimated that as much
as ten percent of the voting age population contributed money to some ¢ampaign in
1984.55 Even a significantly more conservative estimate exposes an extraordinarily
wide difference between Brazil and the U.S. If only one percent of the U.S. voting
age population gave money, the total still exceeds one million people. In Brazil
fewer than 75,000 individuals, about .075 percent of Brazil’s voting age population
of 100 million people, gave to a campaign in 1994, less than a tenth of the conserva-
tive estimate in the U.S.56

Unfortunately, there are no data on the number of corporate contributors to politi-
cal campaigns in the U.S., because direct corporate contributions are prohibited and
PACs may represent one or more corporations. Thus, Brazil and the U.S. can not be
compared along these lines. Still, relatively few firms in Brazil contribute to political

© campaigns. Less than three corporations on average provided campaign funds to

each congressional candidate, even though firms provided about three-quarters of all
contributions.5?

Because of the relatively closed nature of the campaign finance market in Brazil, .

candidates are likely to be personally familiar with their campaign financiers. This
familiarity facilitates construction of the politicians’ reputations and increases the
likelihood of repetition. Moreover, the high probability that contributors are mem-
bers of the candidate’s family or are the candidate’s business partners and that the
politician plans to return to local politics serves as a sanctioning norm, especially
important in Brazil because family and personal connections are highly valued.

For example, in the state of Rio Grande do Norte, known for its patrimonial and
insular politics (not unlike many of Brazil’s other states), nine of the twenty-nine
donors to one winning candidate for deputy had his family’s name. These donors
were responsible for providing 85 percent of the candidate’s funds. Three of the
seven individual donors to another winning candidate from the same state were fam-
ily members, and they accounted for 53 percent of all his campaign funds.8 This
familiarity is not only characteristic of Brazil’s smaller, more backward states. Sdo
Paulo, Brazil’s largest and most economically advanced state, has a population of
about thirty million (about the size of Argentina), and accounts for about 40 percent
of Brazil’s GDP (the ninth-largest in the world). Still, the state’s industrial base is
highly concentrated. Despite its large population and complex economic base, rela-
tively few people and companies enter the campaign funds market. Several of the
candidates best known for their business connections received contributions from
only a few firms. Deputy Antnio Delfim Neto, who previously held the positions of
minister of finance, of agriculture, and of planning, received contributions from
twenty firms and two people, including himself. The firms provided 98 percent of
approximately $500,000 in contributions, and ten of those firms provided 87 percent
of all his contributions.59

. Politicians in Brazil seek to establish iterated, long-term relationships with poten-
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tial campaign financiers in order to develop their reputations, They want to establish
themselves as competent providers of pork to both voters and to the firms that thrive
on government contracts. Because most campaign contributors are family members
and a small E.E&mn of firms, Brazilian politicians are much more likely to have tight
personal relationships with their financiers. This familiarity helps solidify a reputa-
tion, a@&._onm the relationship’s long-term prospects, and reduces the likelihood that
the politician (or the contributors) will defect.

Sanctioning Mechanisms Campaign finance relationships in Brazi i
cozy. Not only does familiarity breed confidence, but the :%5& ughowﬂﬂu“%%_.ﬂ.a
utors to each campaign serves as an informal oversight and sanctioning mechanism.
given their small number and the possibility of kinship connections between EoB.
they o&...ovma—.é and share information about the politician’s behavior, q._ua_.nmoam
.mmi.vogndmbm should renege on their deals, because information about their behay-
lor is relatively good among their financial supporters. Still, despite the apparent
coziness n.vm campaign funds relationships, politicians and/or financiers may renege
on 56_8”:. campaign funds contracts. A family feud could erupt, or firms in a politi-
cian’s bailiwick could compete for government contracts, allowing a politician to
break a contract .es.& one firm if another offered a greater payoff,

ing at this time but should be available in the future).

Officeholders could also play hardball. Politicians control substantial government
resources that potential campaign financiers desire. If politicians direct government
coawwor.m to firms with an implicit understanding that campaign funds will be forth-
coming in exchange but then receive none, they can retaliate in at least two ways.
.E.Q can wo?mn to direct future projects to the firms or attempt to delay payment on
their ox_m.as.m contracts. Long delays can substantially affect a firm’s cash flow,

Sanctioning should not occur very often. It should be limited to extraordinary cir-
cumstances. These instances are rare in Brazil, but a good example exists: the
impeachment of President Fernando Collor de Mello in 1992.60 Collor won w_.mnz.m
,m_.mq. m.naomnmmo presidential election since 1960 in 1989, but by early 1992 his
w&EEme:o.a was embroiled in a scandal. At its center was his campaign funds
.cmm .B»P.. Paulo César Farias. In 1989 Farias had requested and obtained massive
infusions of cash to win the election against the leftist Workers’ Party candidate
Lula, i.w led-early in the polls. However, after the election Farias made the rounds
once again and demanded more cash, this time in exchange for access to the newly
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elected president. Zw.:w firms refused, and Collor and Farias then “had their dis-
bursements for goods and services already performed through 1989 halted, and they
were blacklisted from any new contracts.” Some of the more vulnerable firms were
bankrupted.s! o )

Collor and his cronies benefited financially from this scheme, but it did not end
there. Collor broke with tradition and attempted to “undermine the more established
political forces and power centers” which opposed his scheme.52 He refused to
spread the wealth beyond his small group of allies and attempted to undermine those
who opposed him. Under increasing press scrutiny, congress opened an investigatory
commission. The business community and those politicians whom Collor had
excluded stayed on the sidelines in the impeachment debate or even aided the com-
mission’s work. In the end, Collor’s scheme came crashing down, and he was
impeached by a congress that was unwilling to let him rewrite the rules of political
bargaining in Brazil. Even in a relatively young democracy such as Brazil’s, Collor’s
impeachment demonstrated that the institutions can work as expected and that politi-
cians will punish those who clearly deviate from expected norms of behavior.

Even a relatively uninstitutionalized political market like Brazil’s can support the
ingredients necessary for credible campaign finance contracts to emerge. Politicians

* may have strong incentives to construct solid reputations that will endure over time,
and can develop sanctioning mechanisms. Furthermore, politicians’ in many systems

have a desire to develop a personal vote. Although Brazil’s particular career path
may be unique, politicians elsewhere are likely to have established signaling devices
or ways to provide contributors with information that they are in politics for the long
haul. Likewise, the importance of family is not unique to Brazil, nor is the highly
elitist nature of politics. In short, in many countries similar dynamics may ensure
market exchange in campaign finance.

Conclusion

There are thus two competing hypotheses about campaign funds in transitional
democracies. Treisman’s argument implies that there ought to be little market
exchange in campaign finance in newer democracies. In contrast, I outlined three
hypotheses that permit cross-national exploration of the impact of money in elec-
tions in new democracies. First, the supply of money in elections is a function of the
“incentives that potential contributors have to ‘influence the distribution of govern-
ment services. Second, the demand for campaign funds is a function of the degree of
inter- and intraparty competition. Third, market exchange will occur to the degree
that politicians seek to establish a reputation and repeat interactions with donors and
that politicians and donors have established quasi-institutional sanctioning mecha-
nisms. -
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These three hypotheses may not be confirmed in Russia. Electoral competition in
that country appears to be important to some degree; politicians could be generating
demand for campaign funds. However, they may value other resources, such as
access to government (public) funds, more highly over campaign finance. Moreover,
it is not clear whether potential contributors have strong incentives to provide a sup-
ply. Although interest groups, corporations, and individuals desire access to the
existing supply of government services, most elected officials in Russia may exert
very limited influence over the distribution of government services and funds, partic-
ularly compared to other countries. For example, the Russian president possesses
even greater discretionary control over the national budget than in Brazil, where the
president’s power is already great. In addition, compared with other Pposttransitional
societies, Russian politicians may have low incentives to develop a reputation, play
an iterated game, and therefore develop secure contracting mechanisms, Still, sanc-
tioning and reputation-enhancing mechanisms may exist in Russia, as in Brazil, at
the state or even local level. Additional research is therefore necessary to assess
these hypotheses. ‘

One factor that might explain the difference between potentially poorly capital-
ized campaign finance markets in Russia and other countries is the distinctive nature
of Russia’s postcommunist transition, Under Communism there may have been less
exchange of money for services than in capitalist authoritarian regimes such as
Brazil’s from 1964 to 1985, In postcommunist systems private economic and politi-
cal markets might be less well established than public political markets; the channels
of government funding and patronage remain solidly established, while emerging
capitalist markets are only weakly established, Indeed, scholars of postcommunist
transitions have highlighted such issues as the relative lack of secure property rights
and market contracting, the lack of liquidity, and the persistence of barter. These
issues are much less important outside the former Soviet Union and eastern Europe.
Most newer democracies have long experience with capitalism (albeit in many cases
state-led capitalism). Thus, the relative absence of a campaign funds market in
Russia might be due to its postcommunist transition, rather than to something pecu-
liar to Russia or inherent in all transitional democracies.

Russia’s contrast with Brazil in this regard is instructive. In a broad perspective,
the democratic problem in countries like Brazil is not the absence of credible com-
mitments, but rather their excess, That is, credible commitments are the glue that
holds clientelistic relationships together, Credible commitments are the roots of per-
sonalism, patrimonialism, and nepotism, all of which are based on trust, familiarity,
the strength of reputations, and the high likelihood of repeated interactions, possibly
over numerous generations. It is precisely the resistance of elites who benefited
under authoritarianism to reductions in their own power that many observers of
postauthoritarian societies decry. Pessimism about the existence of credible commit-
ments in new democracies may be exaggerated. The qQuestion is whether they are the
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right kind for democratic consolidation. A discussion of this question is beyond the
scope of this article. o .

In sum, Treisman’s analysis of the conditions under which Emﬂ.ﬂczonm arise to
reduce political transaction costs in campaign finance is too superficial to draw con-
fident inferences. It does not convincingly demonstrate 5.2 money does not play a
big role in Russian elections. He may be right about Russia, especially noBvEnm to,
the clear role money plays in Brazilian elections. However, scholars of Russian,
Brazilian, and comparative politics need to gather additional %8. to test ,S.o hypothe-
ses about the relationship between money and elections in countries with little demo-
cratic experience.
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S The Reconstruction of Society

Understanding the Indigenous Response to French and British
Rule in Cameroun

Kathryn Firmin-Sellers

Babété and Akum are Bamiléké kingdoms located respectively in francophone and
anglophone Cameroun. In Babété indigenous political institutions exert little influ-
ence over local political and economic life. In contrast, indigenous institutions in
Akum remain a vibrant force. What accounts for the difference? The difference
reflects the divergent impact of French and British colonial institutions on Bamiléké
society.! In francophone Babété colonial institutions severed the tie between individ-
uval achievement and participation in local governance, rendering local institutions
irrelevant. In anglophone Akum colonial institutions modified but nevertheless
retained the link between achievement and participation. Local institutions remained
important. .

Though historically specific, the threads of this analysis carry an important mes-
sage. Too often, contemporary scholarship assumes an oppositional relationship
between state and society. In the popular press a strong, overbearing state is said to
crush or drown civil society, while a vibrant civil society necessarily circumscribes
state power.2 In many policy analyses the historically centralized state relinquishes
authority, and a long dormant civil society steps forward to spearhead needed com-
munity development.3

Babété and Akum present a more complicated view. State and society are mutual-
ly constitutive. When state actors fashion new rules or new mechanisms for rule
enforcement, social actors likewise refashion local institutions to capture or evade
these new forms of state power.4 Thus, it can not simply be assumed that civil soci-
ety lies dormant or that it will readily step forward to govern if the state withdraws.
Rather, civil society is constantly reinventing and reformulating itself as individuals
seek to advance their individual or collective interests.

Theoretical Foundations
The theory of nested games, v;.:&vw_ agent analysis, and a sociological view of institu-

tional stability help to unravel the empirical puzzle Babété and Akum present.’

Nested Games  Institutions define the actions that are required, prohibited, or per-
mitted for a given class of actors in a given situation. Institutions also define how
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