corruption

Why we need stronger spending rules for political parties at elections

Introduction

Campaigning is vital for fair elections. Parties and candidates need to be able to
communicate with voters to explain their policies and seek public support.

At the same time, limits on campaign spending are crucially important. Set at the right
level, they promote fairness by preventing wealthier parties massively outspending others
and reducing the risk that electoral success is determined by financial power alone. As
Professor Keith Ewing put it, not having spending limits is akin to ‘inviting two people to
participate in the race, with one participant turning up with a bicycle, and the other with a
sports car'?

By preventing undue focus on fundraising, spending limits also allow parties to focus
more on voters and less on donors.? This helps to reduce the influence of powerful private
interests over elections, politics, and policy.

Spending limits can also broaden participation by increasing the number of candidates
from less wealthy backgrounds. Academic evidence shows that a 25% decrease in
spending limits leads to an average candidate who is 40% less wealthy.?

Despite these benefits, the government increased the spending limit for political parties
by 80%, from £19.5m to £34m, in 2023.* This caused the 2024 election to be the most
expensive ever, with parties spending a massive £94m.”

There are also broader weaknesses in the regulatory framework. These include a lack of
detail and consistency in parties’ spending returns, parties not having to report local
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election spending, and significant costs by parties not counting towards the spending
limit.

With just 14% of the public trusting politicians® and 80% concerned about corruption,’
faith in the integrity of our politics is at rock bottom. The public is right to be concerned
about the influence of big money, and robust spending limit rules are vital to protecting
fairness and restoring trust.

Recommendations

The government's Representation of the People Bill presents a once-in-a-Parliament
opportunity to tackle spending limits head-on. The government should use it to:

Reduce spending limits to more reasonable levels.
Make spending limits apply annually, rather than just in the run-up to an election.

Only allow the MHCLG Secretary of State to vary the spending limit on the
recommendation of the Electoral Commission, which should consult the Speaker’s
Committee and Ethics and Integrity Commission and consider not just the value of
money but also public confidence in the fairness of elections.

Require parties to provide the Electoral Commission with more consistent, timely,
detailed, and accessible invoices of what they have spent, including on online
campaigning.

Grant the Electoral Commission the power to change spending categories without
the need for primary legislation, after consulting the Speaker’s Committee and
Ethics and Integrity Commission.

Require parties to report spending on local elections to the Electoral Commission.

Close the loophole that currently allows spending on mailouts not to count towards
local election spending limits if they do not mention the candidate’s name.

Put in place a limit on the amount that a national party can spend in a single
constituency.

Include campaign staff costs and other costs related to political activity as
regulated campaign spending.
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What are spending limits?

Spending limits are the maximum amounts that parties, candidates, and third parties are
allowed to spend on campaigning during the regulated period in the run-up to an election.
Given that they are the most consequential, this briefing focuses on spending limits on
parties.

The regulated period lasts 12 months before a general election® and for 4 months before an
election to a devolved legislature.’

The sort of activities included in regulated campaign spending include party political
broadcasts, advertising, market research, the manifesto, and press conferences.”® Not
included are staff costs, security, office costs, and material sent only to party members."

What do multilateral organisations say?

Several multilateral organisations have made statements on the importance of spending
limits in regulating elections:

e The UN Office of the High Commissioner for Human Rights states that ‘reasonable
limitations on campaign expenditure may be justified where this is necessary to ensure
that the free choice of voters is not undermined or the democratic process distorted by
the disproportionate expenditure on behalf of any candidate or party.*

e The Council of Europe advocates that ‘states should consider adopting measures to
prevent excessive funding needs of political parties, such as establishing limits on
expenditure on electoral campaigns™ and argues that ‘the principle of equality of
opportunity can, in certain cases, lead to a limitation of political party spending,
especially on advertising.™

e The Office for Democratic Elections and the Venice Commission of the Council of
Europe argues that ‘it is reasonable for a state to determine the criteria for electoral
spending and a maximum spending limit for participants in elections, in order to
achieve the legitimate aim of securing equity among candidates and political parties’
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e The International Institute for Democracy and Electoral Assistance released a
publication calling on states to ‘place limits on expenditures by political parties and
candidates to reflect local realities’ and ‘review the regulated campaign periods and
explore the feasibility of regulating parties, candidates and third parties in election and
non-election years to the same (or a similar) degree.*®

Spending limits also help ensure that Article 3 of Protocol 1 of the European Convention of
Human Rights (ECHR) - that there must be ‘free expression of the opinion of the people in the
choice of the legislature’ — is upheld. Article 3 acts as an important counterbalance to Article
10 of the ECHR, which grants ‘the right to freedom of expression’"”

What reforms are needed to the UK’s campaign spending rules?

To help ensure that UK campaign spending rules are fair and transparent, Spotlight on
Corruption recommends that the Representation of the People Bill introduces the following
reforms:

1. Spending limits should be capped at reasonable levels.

Reducing spending limits from their current level of £34m could keep parties’ spending
capped at reasonable levels, promote a more level playing field, and help to prevent parties
from being reliant on big money and wealthy donors.

This is because, as the spending limit has risen, so too has parties’ spending. After the 80%
rise in the spending limit in 2023, Labour’s campaign spending increased by 150% (from
£12m to £30m) and the Conservatives by 44% (from £16m to £24m) between the 2019 and
2024 elections.’® If the spending limit continues to rise with inflation, it could reach £37m in
2029 and £43m in 2034.” If parties spent at the same rate that they did in the 2024 election,
the total cost of elections could be as high as £120m in 2034.%°

Concerns about the justification for these increases were raised at the time the policy was
introduced. When the government raised spending limits in 2022, the Electoral Commission
emphasised it ‘had not seen evidence’ to support the inflation-related changes and that ‘any
changes to spending or reporting thresholds must be supported by rigorous analysis, including
on the likely impact on public confidence and transparency.*
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In fact, as cheaper digital campaigning becomes more widespread and expensive mailouts
less widely used, the cost of campaigning is likely to fall, reducing the need for the spending
limit to rise with inflation.

In addition, since disposable income has only risen by 0.5% per year since 2010,” compared
to the average inflation rate of 2.8%,?* smaller donations are unlikely to rise accordingly,
meaning that parties will need to rely more heavily on large donors. This is also evident in
the fact that the 80% rise in the spending limit between 2000 and 2023 was out of all
proportion to the rise in average household disposable incomes, which only rose by 28% in
the same period.* This can further increase the influence of wealthy individuals and act as a
barrier to new parties trying to break into politics.

There are several options for what the spending limit could be lowered to. CSPL
recommended in 2011 reducing the previous £19.5m spending limit by 15% to £16m,
inclusive of staffing costs.” Alternatively, if the spending limit had been adjusted for
inflation from 2019 to 2024, instead of from 2000 to 2024, it would have been £24m at the
last election rather than the £34 million it was raised to. Given that the £19.5m spending
limit had evidently been deemed adequate for all the elections between 2000 and 2019, with
the government only deciding it needed to be raised in 2023, it seems inexplicable as to why
the government didn't raise it with inflation just from 2019 if they really needed to raise it
with inflation at all.

Ultimately, spending limits should be set at a level that takes into consideration the actual
costs of elections, the need to ensure public confidence in fair elections, including the ability
of smaller parties to compete, and the importance of preventing excessive influence from a
small handful of donors.

2. Spending limits should apply annually, not just in the run-up to elections.

Having annual spending limits, rather than just during the months before an election, is
vital to: disincentivise parties from starting their campaigns early, prevent costs from
spiralling in the years before an election, and promote a levelling playing field between
parties. This is proving more and more relevant as parties are increasingly building up their
war chests well before the run-up to elections and engaging in permanent campaigning.

As the Committee for Standards on Public Life (CSPL) noted in its 2021 report on regulating
election finance, ‘activity 18 months before an election might still have an impact on the
outcome, particularly given the way that datasets are developed over time and used to target
digital campaigning.'®
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There is precedent for annual spending limits in the case of Australia, which introduced
them in November 2024.7 One of the leading advocates for the change, the Australian
Centre for Public Integrity, argued that, ‘while most campaigning occurs in the months
immediately before a given election, a 12-month capped expenditure period ensures that
parties do not backload expenditure to evade the cap.?®

Others have also called for annual spending limits. These include:

e Sir Hayden Philips, who recommended that spending limits be annual, rather than
just apply during regulated periods, in his review of party funding in 2007, arguing
that ‘as campaigning is continuous, it would be logical for the limits on campaign
spending to apply on a continuous basis as well'?

e Fair Vote UK, which argues for ‘instituting per-annum spending limits’*° Emphasising
that ‘this is the age of permanent campaigning’, they argue that ‘timelines for requlated
campaign spending need to be modernised and simplified' and that per-annum
spending limits would provide this clarity'.

e Who Targets Me, which argues that ‘political actors seek to shape debates long before
election campaigns start. Many; if not all, election finance rules should be applicable all
year round, not just in the ‘requlated period’ preceding polling day”*

As former chief executive of the Electoral Commission, Bob Posner, proposes, annual
spending limits and transparency requirements could become more demanding as an
election approaches. As he also points out, this would be practical for the Electoral
Commission to handle, as it already has the systems in place.*?

The Electoral Commission has told Parliament that influencing party policies outside
election periods is “likely to be ... [an] attractive target for foreign influence” and that given
what it has seen “internationally on foreign influence operations being set up well before any
election,” it would be worth looking at developing a “proportionate regulatory regime covering
the periods between elections.” It stated that ‘it would be worth starting” the analysis of how
this can be done,* while recognising the need to not to place too heavy a regulatory
compliance burden on non-party campaigners.
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Having annual spending limits wouldn't prevent parties continuing, as they currently do, to
contact voters and update them on their policies, so long as the limit was set at a reasonable
level.

3. The mechanisms for setting spending limits should be set independently of
government, and should include the ability to lower limits where the evidence
supports it.

Changes to the spending limit are currently at the behest of the MHCLG Secretary of State
and can happen under two circumstances: either if the Secretary of State wants to raise it in
line with the value of money, as took place in 2023, or if the Electoral Commission
recommends that it changes.**

This first circumstance gives the Secretary of State too much power to make a decision with
major political implications without consultation or impartial advice. It could also result in a
clash in which the Electoral Commission recommends that spending limits stay the same or
are lowered and the Secretary of State wants to raise them. The provision that the limit can
rise with inflation also means that the spending limit will always rise if the decision is left to
the Secretary of State.

In contrast, the spending limit for third-party campaigners can only be varied in accordance
with recommendations of the Electoral Commission.*® The provisions for altering the
spending limit for political parties should follow the same rule, and only be permitted on the
advice of the Electoral Commission, with the advice of the Ethics and Integrity Commission
and the Speaker’s Committee.

The process for deciding the spending limit could also include a citizens’ forum of the sort
that the Independent Parliamentary Standards Authority used when considering MPs’ pay
and expenses,® or public hearings as Brazil's Supreme Court has used on campaign
finance.” This will go a considerable way towards ensuring the impartiality of the decision
and public trust in the process. To ensure it remains up to date, the Electoral Commission
should be required to reassess the spending limit every five years.

4. There needs to be much more transparency in spending returns:
More consistent, digital, spending returns

The first way that transparency can be improved is for there to be much greater consistency
in what parties report on.?® Although the Electoral Commission offers an online portal and a
template for completing spending returns, parties are under no obligation to use them. The
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result is that parties do not use the same reporting lines as each other in either their
election spending returns or their annual statements of accounts,*® and that, after elections,
it can take the Electoral Commission months to process and standardise their returns.

For example, where Labour provides more information on ‘running costs’ in its annual
statement of accounts, it offers financial information that the Conservatives do not, such as
on ‘political activities and publishing’ but it provides no information about what these are or
why they are different to ‘campaign expenditure’,* merely directing readers to the National
Executive Committee report.”!

Similarly, as shown on the bar chart on page 8, the Conservative Party reports the cost of
their party conference in their annual statement of accounts, whereas the Labour Party does
not.*?

Requiring parties to provide more specific information across set categories - facilitated by
requiring them to use the Electoral Commission portal and template — would enable greater
comparisons and crucial scrutiny of their accounts.

More timely spending returns

The second way that transparency can be improved is for the Electoral Commission to
publish parties’ spending returns more quickly after an election — which would be easier if
parties used standardised templates through the Electoral Commission's portal.

At the moment, the Political Parties, Elections, and Referendums Act 2000 (PPERA) does not
require returns until six months after an election,” meaning that it is not until a
government is settled into office that the public knows how much money was spent on
electing them. This compares with 56 days in Ireland, 10 weeks in France, and 90 days in
New Zealand.*

In its 2021 report, CSPL recommended reducing the reporting deadline to four months for
political parties with spending over £250,000 at a general election, giving the Electoral
Commission two months to publish the returns.*
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More detail in spending returns

The third is for accounting lines to be more detailed, particularly for digital campaigning,
which is not broken down as a reporting line in parties’ annual accounts.*® Adverts on
Youtube and Facebook, for example, are recorded under a single ‘advertising’ category,
requiring an extremely time-consuming examination of invoices to estimate how much
parties are spending online compared to other types of offline advertising.

This is despite the importance of digital campaigning and the significant sums of money
spent on it. For example, during the 2019 election period, the Conservatives spent at least
£1.8m on advertising on Google - though this figure is only available through Google’s
advertising archives, rather than through any declarations to the Electoral Commission,*
and is likely to be an underestimate.*®

The Electoral Commission called for greater transparency over digital campaigning in a
2018 report, advocating that the government ‘amend the rules for reporting spending and
make campaigners sub-divide their spending returns into different types of spending. These
categories should give more information about the money spent on digital campaigns’.*®

It made a similar call in its report on the 2024 general election, arguing that ‘the categories
that parties, candidates and non-party campaigners use to report spending, which are set out
in legislation, do not provide voters with useful information and should be changed'.*°

In this way, the UK’s system stands in sharp comparison to the Canadian system, where
parties are obliged to break down their spending into much more detail, including on
advertising, election surveys and research, and voter contact:*

Liberal Party of Canada / 45th general election

. Contributed or transferred B 5
. . e Amount paid B Unpaid claim Total
No. [ Type of election expense subject to the limit s property or service s s
$
1 Advertising - Online 8,396,768.99 0.00 0.00 8,396,768.99
2 Advertising - Print media 52,242.58 0.00 0.00 52,242.58
3 Advertising - Radio 2,047,030.65 0.00 0.00 2,047,030.65
4 Advertising - TV 8,354,890.27 0.00 0.00 8,354,890.27
5 Advertising - Other 2,463,840.06 0.00 0.00 2,463,840.06
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Aswell as advertising, it is also important to disaggregate market research and canvassing,
which are currently reported on together, despite data harvesting and door-to-door
canvassing being very different political activities, with the former requiring paid staff and
the latter mainly requiring volunteers.*

In order to do this disaggregation and create additional spending categories for parties to
report against, the government would need to amend Schedule 8 of PPERA,** which would
require primary legislation. In doing so, it would save considerable time in the future if the
government instead used the legislation to grant the Electoral Commission the power to
make such changes itself without the need for further primary legislation.

The government could also mandate that the Electoral Commission should consult the
Speaker’'s Committee on the Electoral Commission and the Ethics and Integrity Commission
to ensure any decisions are well informed and impartial.

Parties would need sufficient time to adjust to this change - given that disaggregating their
reporting lines would require working with hundreds of local parties, candidates, and
potentially volunteers running political advertisements — but it would still be entirely
feasible. The Electoral Commission could even employ machine learning and Al to process
invoices more quickly.*

5. Parties should have to report local elections spending to the Electoral Commission

At the moment, parties only have to declare spending on general elections and elections to
devolved legislatures to the Electoral Commission, not spending on local elections. This is a
significant gap, given how influential local elections are and how much power councillors
have over aspects of policy, such as adult social care, that affect people’s daily lives. Spending
on local elections can also affect voters' decisions on who to vote for in national elections,
making it even more important to have transparency in this area.

Local election spending rules should also be tightened to close the loophole that currently
allows spending on mailouts not to count towards local election spending limits if they do
not mention the candidate’s name. Such a loophole advantages larger parties that have the
resources to flood local election wards with mass mailouts. This would be bolstered by
putting in place a limit on the amount that a national party can spend in a single
constituency, to prevent certain areas becoming increasingly expensive electoral
battlegrounds.

2 Electoral Commission > spending > ‘Labour’ and ‘UK Parliamentary general election 04/07/2024’ >
Category of expenditure

53 PPERA, 2000, Schedule 8
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6. Spending limits should be expanded to include campaign staff costs and other political
activities.

Staff are integral to a campaign and as this chart shows, staff costs make up on average
between a quarter to a half of parties’ expenses:
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While some staff costs should be excluded from campaign spending limits - such as those
working in general administration and security, for example - the salaries of those working
on campaigning (or part of their salaries, in proportion to how much campaigning work they
do) should be included.

As CSPL argued in 2021, ‘the costs of directly employed staff working on election and
referendum campaigns should be included in the spending limits’>> Not doing so allows
parties to build a huge campaigning machine of staff without those staff being subject to a
limit.

In addition, costs relating to polling and ‘political activities and publishing’ should also be
included as campaign expenditure. This is vital for ensuring that parties are not able to get
away with spending vast sums of money on campaigning without it falling under the
regulations.
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