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Resumo
Este trabalho estuda como os incumbentes respondem, em termos de gastos públicos, ao
sairem do cargo quando concorrem à reeleição. Para isso, utilizamos dados de municípios
brasileiros, com foco nos relatórios periódicos de execuções orçamentárias que nos permitem
analisar as finanças públicas nos dois últimos meses de um ano eleitoral, quando o prefeito
em exercício sabe se permanecerá no cargo por mais um mandato. Aplicamos um design
de regressão em descontinuidade para eleições acirradas e mostramos que prefeitos em
exercício que perdem a eleição tendem a ter um nível de despesas mais alto nos últimos
dois meses no cargo em relação que aqueles que são reeleitos para outro mandato. O efeito
estimado é particularmente forte para as despesas de investimento.

Palavras-chave: Alternância Política; Gastos Públicos; Incentivos Eleitorais; Reeleição



Abstract
This paper studies how incumbents respond after being voted out of office when running
for reelection in terms of public spending. We use data from Brazilian municipalities,
focusing on the periodical reports of budget executions that allow us to analyze the public
finances in the last two months of an election year, when the incumbent mayor knows
if he will remain in office for another term. We apply a Regression Discontinuity Design
(RDD) for close elections and find that incumbent mayors who lose the election tend to
have higher expenses during the last two months in office than those reelected for another
term. The estimated effect is particularly strong for the investment expenses.

Keywords: Political Turnover; Public Spending; Electoral Incentives; Reelection
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1 Introduction

It has been largely accepted that politicians and policymakers do not simply
aggregate society’s preferences and maximize a social welfare function. They are agents
who have their own incentives, and their actions are not always in the population’s best
interest. Public spending is a crucial part of public management and often mirrors the
government’s provision of goods and services. Given this importance, it is intuitive that
public expenses will respond to electoral incentives.

The main question this paper aims to answer is how incumbent politicians react to
electoral results. Specifically, we are interested in understanding if there are differences
in public spending between policymakers who know they will remain in power and those
who know they will be ousted from office. If they are aware that they will not continue in
office, they may not have much incentive to be fiscally conservative since any fiscal damage
will be a problem for their successor. Additionally, these mayors can be encouraged to
start and advance construction works to signal competence to the voters and prevent their
successors from taking credit for the projects they started.

We exploit a regression discontinuity design for close elections analyzing the
Brazilian local electoral races to answer this question. Using this identification strategy, we
restrict the sample to the cases where the incumbent is running for reelection and study
the effects of successfully securing a second term in office on the expenses in the last two
months of an election year. We are interested in this particular period because this is a
window of time where an incumbent already knows whether or not he will continue in
power but still have some discretion over spending choices. We collect this information
from the Brazilian municipalities’ bimonthly fiscal reports, which have not been analyzed
in the related literature.

We diverge from the traditional strategic debt literature, mainly due to our setting.
Brazilian mayors have to follow a predetermined budget built with a balance between
revenues and expenses to avoid recurring debt; in a way, they have a maximum amount to
be spent set at the start of the year. Also, unlike the usual approach, we analyze the types
of expenses and not only the aggregated level of debt.

Our results show that incumbents who lose the reelection by a close margin tend
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to have higher levels of public spending in the last two months of an election year than
those who are reelected. This is true for both committed and liquidated expenses, with a
difference on average of R$ 51.61 and R$ 47.99 per capita, respectively. Proportionally,
these values represent a 16.6 % and 9.8% increase relative to the average spending levels
from municipalities where the incumbent lost the reelection. Breaking down these expenses
allows us to identify the main components of the expenses responsible for the observed
effects. Investments and other current expenses are the main drivers behind the aggregated
effect, while staff expenses do not show significant differences between both groups.

We analyze the revenues using the same RDD specification, but we do not detect
any significant effect of reelection. Naturally, we find a positive effect on surplus (R$
57.56 per capita), meaning that incumbents who win the reelection tend to generate more
surplus in the last two months in office than those that lose it. Additional placebo tests on
lagged expenses variables and budget allocation show no significant effect.

These results contribute to the previous literature on electoral incentives and
strategic public spending, suggesting that when a politician has no short-term electoral
incentive to be fiscally conservative, he will prefer to spend more. Since investment expenses
have the most significant proportional effect, we can infer that incumbents that lose the
reelection tend to focus in advancing in public works, possibly impeding the successor
from taking credit for projects that he started. Additionally, we construct a novel database
containing information about the public finances of Brazilian municipalities at a bimonthly
frequency. This data has remained unused so far since, for years before 2015 it is only
available in a PDF format.

Perhaps rules limiting the growth of certain expenses such as capital investments
might help mitigate unwanted distortions. A natural extension for this work would be
to identify the motivations behind the mayor’s actions, which would be possible if more
detailed data for public spending were available. Also, it would be important to study if
the disparity observed translates into a loss of welfare and waste of public resources.

This paper is organized as follows. In the next section we have a brief review of the
related literature. Section 3 details Brazil’s institutional background. Section 4 describes
the database used in this analysis. Section 5 explains the empirical strategy used in this
study. Section 6 reports the results, and in section 7 we have the conclusion.
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2 Literature Review

Several papers have studied how political and electoral factors affect public finances.
Many papers have focused on the political explanations for fiscal deficits, suggesting
conflicts of interest may lie behind the emergence of deficits. These conflicts may arise from
differences in politicians’ partisan preferences. The incumbent may be running deficits as
a direct reflection of his predilection for large governments or to tie successors’ hands with
different fiscal preferences. Another explanation is that deficits arise from the opportunistic
motivations of incumbents trying to improve their chances of staying in office, responding
to electoral incentives (Eslava 2011).

Alesina and Tabellini (1990) develops a model where different policymakers will
alternate in office, and government debt is used strategically to influence the choices of
the successors. They find that the disagreements on the composition of public spending
between the politicians give rise to a deficit bias. The level of debt will be higher if the
degree of polarization is substantial or the probability of the incumbent’s reelection is low.

A similar type of model is proposed by Persson and L. E. Svensson (1989), with
the difference that the agents disagree on the level of public expenditures instead of its
composition. They consider that a conservative government prefers lower levels of public
spending and show that if they are certain of being replaced by an opposition that prefers to
spend more, the conservative incumbent will issue more debt to constrain future spending.

Although the motives behind the disagreement of alternating policymakers are
different, both approaches have resulted in common: the strategic use of deficits or surplus
will be larger the more significant the disagreement between different policymakers and
the more likely it is that the incumbent government will be replaced.

Several studies attempted to test these theoretical arguments empirically. However,
most of these works do not find consistent evidence favoring either model of strategic use
of deficits. Lambertini (2003) uses data from US states and 16 OCDE countries but finds
little evidence that the incumbent’s probability of being voted out of office or differences in
spending composition explains budget deficits. Brender and Drazen (2009) analyze central
government expenditures in a panel of 71 democracies from 1972 to 2003 and find that the
replacement of a leader tends to have no significant effect on expenditure composition in
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the short-run. Other papers also find no relation between changes in the incumbent party,
differences in ideology and strategic budget deficits 1. The lack of evidence in support of
strategic debt models could be a reflection of differences in political, legal, and economic
environments since the majority of these studies use cross-country data (Sutter 2003).

One of the biggest challenges in testing these models is to find a good measurement
for the probability of the incumbent’s defeat. A common alternative is to use the ex-
post election outcome as a proxy variable as in 2, which uses a different type of dataset,
examining the accumulation of debt by Swedish local governments between 1974 and 1994
and find that right-wing government increases the level of debt when facing inevitable
defeat, supporting the Persson-Svensson theory.

Deficits may also arise as a result of an incumbent’s attempt to stay in power
(Nordhaus (1975), Rogoff and Sibert (1988), Rogoff (1990)). The basic idea is that voters
value public spending but underestimate the future tax burden or inflation costs. This gives
an electoral incentive for the policymaker to run high levels of expenditures, potentially en-
gaging in fiscal irresponsibility. The empirical cross-country literature has some interesting
insights. Shi and J. Svensson (2006) find that government deficits do increase in election
years, especially in developing countries. Brender and Drazen (2008) show no evidence that
increasing the government’s budget deficit during an election year favors the incumbent to
get reelected. Sakurai and Menezes-Filho (2008) studies Brazilian municipalities finding
that higher expenditures are associated with a higher probability of reelection, suggesting
that the voters value public spending positively.

Political turnover and electoral incentives also affect certain aspects of public
management other than budget deficits. The provision of public goods can also be influenced
by these. Akhtari, Moreira, and Trucco (2022) exploits an RD design for close elections
similar to our work but studies the effect of political turnover on the quality of public
services, finding that changes in power lead to bureaucracy modification with new personnel
being appointed, which in turn can adversely affect the quality of public services. Other
works focus on the delivery of infrastructure projects, which are closely related to our results
(Robinson and Torvik (2005), Callander, Raiha, et al. (2017), Williams (2017),Ferreira
(2020))

1 Grilli, Masciandaro, and Tabellini (1991), Franzese (2000), Crain and Tollison (1993)
2 Pettersson-Lidbom (2001)
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3 Institutional Background

Brazil is a federal republic comprised of a Union, states, a federal district, and the
municipalities, which are the minor federal units. There is a high degree of decentralization.
These municipalities are managed by an autonomous local government formed by an
elected mayor, responsible for the executive branch, and an elected city council, responsible
for the legislative branch. Elections are held every four years, with mayors being directly
elected in a plurality system, in which the most voted candidate wins the election. There
is an exception for municipalities with over 200,000 eligible voters, where if no candidate
reaches an absolute majority (more than 50% of valid votes), a second-round with the two
most voted candidates is convened. Mayors may run for reelection if they want; however,
there is a two consecutive term limit. These elections are usually held in October, with the
winners taking office in January of the following year. In our sample, 44% of the elections
had an incumbent running for office, and 60% of the mayors successfully secured a second
term in office.

As the chief executive officer, the mayor has great political power over spending
public resources; however, he needs to follow a municipal budget that details the expected
revenues and the amount spent in each area and public projects. The budget is an executive
power initiative but is elaborated alongside the city council, which can edit it and later
returns it to the mayor to be sanctioned. Although the mayor does not have to spend all
the amount allocated, he may not exceed it.

Aiming to prevent the deterioration of public finances, Brazil has a Fiscal Respon-
sibility Law that establishes a series of rules and guidelines focused on fiscal responsibility
in the public administration3. A cornerstone of this law is the balance between revenues
and expenses, but it also sets limits for staff expenses and public debt. There are special
restrictions for the mayor in election years: (i) Carrying out credit operations in antici-
pation of revenue, (ii) Editing an act that increases personnel expenses in the last one
hundred and eighty (180) days of the mandate, (iii) Receiving voluntary transfers: obtain
a direct or indirect guarantee from another entity; contract credit operations, if the total
expenditure on personnel exceeds the limit set in the first four months of the year, iv)
3 Complementary Law nº 101/2000
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Incurring an expense obligation that cannot be paid in the year, unless sufficient cash is
available for its payment.

These rules aim to prevent the mayor from jeopardizing the municipal’s public
finances in the last year in office. To guarantee the transparency of the public management,
they are also required to submit reports periodically detailing the budget execution. These
public records are audited every year by the State Court of Accounts (TCE), composed
of independent public prosecutors that provide a report to the city council suggesting if
the government accounts should be accepted or not. The city council has the final word,
deciding whether to follow or not the suggestion given to them. If it is decided to reject
the accounts, the mayor can lose his political privileges and be prohibited from holding
another office for eight years.

Public expenses are executed in three steps: Commitment, liquidation, and payment.
In the first step, commitment, the public authority reserves an amount from the budget
to be used for a particular end. This creates an obligation from the municipality to pay
for the goods or services once they are delivered, which is verified in the second step
of the execution, liquidation, when public agents check if everything was delivered in
full compliance with the delivery conditions, quality, quantity and value criteria set out
beforehand. Lastly, we have the payment, which is simply the money transfer to the
creditor.

Here is an example to illustrate these steps. If a municipality wants to reform a
school, the government hires a third party to do the job. The first step, commitment, is to
allocate an amount from the budget to be paid once the work is completed. After the job
is completed, the government checks if the reform was completed according to how it was
agreed, concluding the second step, liquidation. The last step is the payment when the
third party receives the compensation.

For 2008 and 2012, we only have the values for committed and liquidated expenses.
Committed expenses can be canceled, in which case they are represented as a negative
value on the public records.

The classification of public expenses is made at different levels of aggregation.
First, there are two economic categories: Current and Capital expenses. Capital expenses
contribute directly to the formation or acquisition of a capital good, while current expenses
refer to those that do not. In turn, the categories are divided by the nature of the expenses,



Chapter 3. Institutional Background 16

aggregating the expense elements with the same characteristics as the expense object. The
composition of each category is:

• Current Expenses

– Staff and Social Charges

– Interest and Debt Charges

– Other Current Expenses

• Capital Expenses

– Investments

– Financial Investments

– Debt Amortization

The great majority of the capital expenses are the Investments (85%), which are
expenses for the planning and execution of works, including the acquisition of properties
considered necessary for their execution and the acquisition of installations, equipment,
and permanent material. As for the current expenses, the two main components are the
Staff (53%) and Other Current Expenses (46%). Staff and Social Charges correspond to
remuneration with public servants, such as salaries and benefits, while the Other Current
Expenses include the purchase of consumables, payment for services rendered, and other
items not classified by other groups. Detailed information on the steps and classification
of public expenses can be found in the appendix B.1 and B.2.
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4 Data

We analyze three election years: 2008, 2012, and 2016. The Superior Electoral Court
(TSE), the highest judicial body of the Brazilian electoral justice, provides a database
containing detailed information on every election since 1994, from which we can identify
the mayors that are running for reelection and get the share of votes of each candidate
in a given election. With this information, it is possible to identify close elections in
our approach. It also provides diverse information about candidates, such as the party
affiliation, education, age, and gender. To obtain the socioeconomic characteristics of each
municipality, we use the 2010 Census. We use this particular year because it is the closest
available to all the years we are analyzing.

As stated before, the municipalities must submit periodical reports to facilitate
the monitoring of public administration actions. One of these reports is the Relatório
Resumido da Execução Orçamentária (RREO), which presents the consolidated financial
information of each municipality, including budget execution of revenues and expenses.
This report is published every two months, providing a unique opportunity to analyze the
spending behavior of mayors in the last two months of their term, when the election result
is known to all. To our knowledge, this paper is the first to use the information available
in these reports since most of the papers on local public finances in Brazil have focused on
annual databases.

The National Treasury Secretary (STN) is the central accounting agency of the
federal government responsible for overseeing the periodical publication of the RREO.
In 2015, the Accounting and Tax Information System of the Brazilian Public Sector
(Siconfi) was implemented, which optimized the integration of budgetary, patrimonial,
and analytical accounting, to conform with modern public accounting. The data from
2016 was processed with this new system, therefore is relatively easier to be extracted and
handle. For 2012 and 2008, the RREO was only available in individual PDF files for each
municipality with around 40 pages of tables, so to extract this data, we used an algorithm
using the package "pdfplumber" in Python to consolidate the whole database. No data for
the RREO from 2004 or previous years is available.

Lastly, we also use data from the State Court of Accounts (TCE) of São Paulo
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(a Brazilian state) regarding the decision to approve or not the yearly public finances.
As stated before, every year, independent members of the judicial system evaluate the
municipal accounts and issue a decision on if municipal accounts should be accepted or not;
however, the city council can opt to follow the decision or disagree. From this information,
we generated a dummy variable indicating if the court approved the municipal’s accounts.
Since these analyses are made independently by each state, there is no unified database
for all municipalities, and we were only able to collect the court’s decision for the state of
São Paulo.
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5 Research Design

In order to identify the causal effect of political turnover on public spending, we
need to be cautious. Suppose we were to compare the spending levels in municipalities
where the mayor was reelected with those where the mayor lost the reelection. In that case,
these groups may have significant differences in socioeconomic or political characteristics,
resulting in biased estimates due to endogeneity issues.

The Regression Discontinuity Design (RDD) can help with these potential iden-
tification problems. Particularly, we apply the RDD approach for close elections, where
the comparison is made between the municipalities in which the incumbent won the
reelection by a slight margin and those where the incumbent lost by a small margin. The
underlying assumption here is that random factors determined these close elections, so
variables determined prior to the assignment will be independent of treatment status.
Therefore, differences in post-assignment outcomes will not be confounded by observable
or unobservable omitted variables (Lee 2008). As a result, we should have comparable
groups of municipalities with a reliable counterfactual.

The main outcome of interest Ym corresponds to the public spending of a munici-
pality m in the last two months of an election year when the mayor knows if he will remain
or not in office for another term and still have some decision power as to public spending.
This outcome will also be analyzed at different levels of aggregation, such as current and
capital expenses.

Using close elections is also important because if we were to consider elections
decided by a large margin of votes, it is possible that the incumbent in these municipalities
anticipates his victory or defeat. Therefore by perceiving a high or low probability of
remaining in office, he could have different behavior in previous months even before the
election, which is when our treatment occurs.

In this setting, the running variable used is the incumbent’s margin of victory
(MVm), which is the vote share of the current mayor minus the vote share of the opposing
candidate. This variable defines if a municipality is treated or not so that if MVm > 0,
it means that the incumbent mayor was reelected in the municipality m. Alternatively,
MVm < 0 means the incumbent was replaced by another candidate for the following term.
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The cutoff is defined at MVm = 0

Formally, the causal treatment effect is giving by Ym(1) − Ym(0), where Ym(1) is
the potential outcome under treatment and Ym(0) the potential outcome under control.
Assuming that the potential outcomes are distributed smoothly at the cutoff, the RD design
estimates the average causal effect of treatment at MVm = 0. Therefore the treatment
effect is given by:

Treatment Effect = E[Ym(1) − Ym(0) | MVm = 0] =

lim
ξ↓0

E [Ym | MVm = ξ] − lim
ξ↑0

E [Ym | MVm = ξ]
(5.1)

The sample used consists of municipalities in the election years of 2008, 2012, and
2016, in which an incumbent ran for reelection and came in first or second place. Elections
that were decided by a second-round are disregarded in this analysis. Following Imbens
and Lemieux (2008) we will use a local linear regression approach, restricting the sample
to municipalities in the interval MV ∈ [−h, +h]. The bandwidth h is optimally chosen
using the algorithm developed by Calonico, Cattaneo, and Titiunik (2014), which will vary
depending on the outcome. The model is defined as:

Ym = α + β1 {MVm > 0} + δ0 (MVm) + δ1 (MVm)1 {MVm > 0} + εm (5.2)

Where Ym corresponds to the public spending per capita at municipality m,
1(MVm > 0) an indicator equal to 1 when MVm > 0, meaning that the incumbent
was reelected. The parameter β measures the treatment effect. Different specifications will
include covariates with the municipality’s socioeconomic characteristics, the incumbent’s
characteristics, and time and state fixed effects. We shall also perform a mean compari-
son test with a fixed bandwidth of [-5%, 5%] for robustness checks. Standard errors are
clustered at a micro-region level.

Although RD design for close elections is widely used, it is not incontestable.
Caughey and Sekhon (2011) analyzed U.S. House elections between 1942 and 2008 and
found that close winners and losers showed a significant imbalance in pretreatment
covariates. Eggers et al. (2015) sets recommendations to ensure that conditional on being
in a very close election; incumbents are no better at winning than challengers. Following
these instructions, we shall perform a battery of balance tests on pretreatment covariates
to guarantee the validity of our research design.
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First, we check if our running variable (incumbent’s margin of victory) could have
been manipulated or endogenously sorted around the discontinuity threshold. Given that
there are no reports of manipulation of results in these Brazilian elections, we should not
expect a significant difference in distribution around the cutoff. In Figure 1 we show that
there is no evidence in favor of such a possibility, so it is safe to assume that in close
elections, both an incumbent and a challenger have similar odds of winning.

Another series of tests are conducted to check if other variables have discontinuities
around the threshold. We perform an RDD on the municipal and political predetermined
characteristics using the same running variable(MVm). In Figure 2 we present the estimates
for several municipal characteristics such as population, per capita income, the share of
the young and elderly population, share of urbanization, the share of individuals that earn
at least one minimum wage, literacy rate, and the Gini index. In Figure 3 we show the
incumbent’s characteristics, such as age, government, and presidential alignment (a dummy
equal to one of the incumbents sharing the same party as the governor or president), party
affiliation, gender, and education. In these graphs, we plot a bin scatter of these variables
with the incumbent’s margin of victory and fit a second-order polynomial on both sides of
the threshold. Visually these balance checks seem to corroborate that none of the variables
show discontinuities around the threshold. In Table 1, we report the results for the RDD
as in equation 5.2, but testing the municipal and political characteristics in place of the
dependent variable. These results confirm what we see in Figures 2 and 3, since none of
the estimates are statistically different than 0 under a 5% significance level.
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6 Results

In this section, we present the results for the estimations of equation 5.2. As
mentioned before, the focus of this analysis is on the expenses (section 6.1) in the last two
months of an election year, when the incumbent is aware of the election’s result. We will
also test different dependent variables in sections 6.2 to 6.6 , so we can evaluate if other
factors are interfering with the detected effects. In section 6.2 we test the revenues. In
section 6.3 we examine municipal surplus. Placebos tests are performed in section 6.4 and
in section 6.5 we analyze the effects of party turnover on the expenses. Finally, Section 6.6
reports results for the effects of reelection on the approval of public accounts.

6.1 Expenses

The main results are represented in Figures 4 and 5, where we present plots for
committed and liquidated expenses, respectively. We plot a bin scatter of different variables
and fit a second-order polynomial on both sides of the threshold. Since the running variable
in the x-axis is the incumbent’s margin of victory, municipalities to the left of the cutoff
had the mayor losing the reelection, while in those to the right, the incumbent won it and
will continue in office for a second term.

As we can see in Figure 4, there is a significant drop in the total expenses committed
after the threshold is crossed, which means that incumbents who lost their reelection tend
to commit more resources than those who won it. The same pattern is shown in the current
and capital expenses. However, it should be noted that there is a greater spread in the
current expenses because the staff expenses, contrary to the previous figures, do not have
a significant difference between municipalities close to the threshold. The other current
expenses are the driving force behind the aggregated effect. The capital expenses show
the most apparent disparity, and they are very similar to the investment expenses since it
represents the great majority of it.

As for the liquidated expenses in Figure 5, the same pattern is observed where all the
variables show a drop in spending after the cutoff, except for the staff expenses. The other
components of the expenses, such as interest and debt charges, financial investments, and
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debt amortization, are not reported for being proportionally small and with no significant
treatment effect.

Table 2 provides us the estimates for these main variables. For each dependent
variable, we report the mean of the dependent variable considering municipalities left of the
cutoff but inside the optimal bandwidth reported in the third column. In column (1), we
have our main specification, with no controls, a polynomial of order one, and the optimal
bandwidth set following Calonico, Cattaneo, and Titiunik (2014). In Panel A, we observe a
negative effect in the total committed expenses of R$ 51.61 per capita, which corresponds
to a reduction of about 16.6% relative to municipalities where the mayor was not reelected.
This effect comes from both the current and capital expenses, with a negative effect of R$
30.04 and R$21.54 per capita, respectively. Although the estimates for current expenses
are greater, the effect on capital expenses is proportionally higher, representing a reduction
of 102% compared to 10.4% for the current expenses. This proportional effect can be
higher than 100 % because committed expenses may have negative values, representing
the cancellation of an expense. Investments expenses are likely related to constructions
and installations, so these results suggest that an incumbent that loses the reelection by a
slight margin advances more in public works than those that continue in office.

In Panel B, the liquidated expenses follow a similar pattern with a total negative
effect of R$ 47.99 per capita. However, the mean left of the threshold is higher than the
committed expenses (R$488.1 compared to R$310.2 per capita). Columns (2) to (4) present
the estimates for alternative specifications, with column (2) adding control variables,
column (3) using a polynomial of order two without control variables, and column (4)
uses a bandwidth set to 5 percentage points without control variables, while columns (1-3)
the optimal bandwidth is set following Cattaneo, Jansson, and Ma (2020). The estimated
effects are robust across all the different specifications, with some variation due to the
inclusion of covariates and different bandwidths.

As mentioned before, Brazil has a law that prevents mayors from increasing
personnel expenses in the last hundred and eighty (180) days of the mandate. This
restriction should be the reason behind the staff expenses not having a significant effect.
Proportionally, the main difference in the spending patterns is on the investments, which
are related to expenses with studies and projects, commencement, continuation, and
completion of construction work.
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6.2 Revenues

One could argue that the effects reported are not due to a mayor being reelected
or not but are because other fiscal variables can vary among these municipalities and be
the reason behind the observed effects.

A possible scenario is that the spending behavior differences are motivated by
disparities in revenues, so it could be that incumbents who lost the reelection are spending
more simply because they had greater revenues made available in the last two months.
However, figure 6 shows no significant discrepancies among the municipalities close to the
threshold. This is true for both capital and current revenues, which is confirmed in table 3,
where we can see that there are no statistically significant effects. The main portion of the
revenues is from governmental transfers and tax revenues, which do not show significant
effects but are not separately reported.

6.3 Surplus

As we have shown so far, there is no significant difference in revenues among the
municipalities, but there is a negative effect on the public expenses. Therefore a natural
consequence is that the surplus or deficit should also show a significant effect. On average,
the revenues exceed the expenses in the last two months of the year, so that we will be
dealing with surpluses. In this analysis, we again consider only the last two months, and
the surplus is defined as the total revenues minus the total expenses committed.

Figure 7 confirms what is expected, as we observe a positive jump in the total
surplus once the threshold is crossed, which is a direct result of the lower levels of expenses
and means that municipalities where the mayor was reelected have greater levels of a
budget surplus in this period. Table 4 confirms the effect across different specifications,
with a positive estimate of R$57.56 per capita for the local linear regression with no
controls. This represents an increase of 25%.

If expenses are committed but not liquidated until the end of the year, they are
registered as leftovers to pay. These leftovers are inherited for the following year, so they
could be used by incumbents that lost reelection as a way to interfere in the spending
choices of their successors. We analyze this possibility in figure 8, but there does not seem
to be a significant difference near the cutoff. Table 5 confirms that no significant effect
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is detected for this variable. This result is somewhat expected since we have observed
previously that the negative effects for committed and liquidated expenses have a similar
magnitude. Also, the Brazilian Fiscal Responsibility Law does not allow governments
to incur expense obligations that cannot be paid in the year if there are not sufficient
resources available for its payment.

6.4 Placebos

An alternative scenario is that the mayors who lost the reelection have spent less in
the months before the election, which could even influence the probability of winning. In
this case, the loser incumbent could be spending more in the last two months to compensate
for the previous difference. Again, there is no significant difference detected in spending
for the period from the start of the year up to the 5th bimester as it is shown in figures 9
to 10 and table 6.

Another possibility is that the allocated budget, which is the amount of resources
fixed to each type of expense when the budget was approved in the previous year, could be
another reason behind the observed effects. Similar to the revenues, if the municipalities
have differences in the allocated budget, it could be the main reason behind the effects,
but as we can see in figure 11 and table 7, this does not seem to be the case.

6.5 Mechanism

If the mayor considers the party’s failure to win in the elections similar to a defeat
of himself in an attempt at reelection, then it would be possible that the same effects
observed in section 6.1 would be repeated in this new analysis. To test this possibility, we
employ the same specification used in our main results in section 6.1, but with a different
running variable. In this case, the sample will be restricted to municipalities where the
incumbent is serving a second term in office and therefore is impeded from participating
in the subsequent elections. Again, we focus on spending in the last two months of an
election year using the RDD approach in close elections. However, the comparison will be
made between municipalities where the winner of the election is from the same party as
the incumbent and those where the elected mayor was from a different party.

As it is reported in table 8 and presented in figures 12 and 13, it seems that party
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turnover does not influence the incumbent to change the spending levels for committed
and liquidated expenses in either direction. This result suggests that mayors are driven
mainly by personal considerations and concerns about their careers and political legacies.

6.6 Public Mismanagement

Although it seems clear that there is a significant difference in the spending
behavior between mayors depending on the outcome of the reelection, we do not know if
this distortion also represents mismanagement of public resources. To study this, we test a
dependent dummy variable that equals one if the municipal accounts were approved by
the State Court of Accounts (TCE) of São Paulo and zero otherwise. We use the decision
of the electoral year and the year prior to the election as a placebo test.

In figure 14 we can see that municipalities, where the incumbent was reelected tend
to have a higher rate of approval of public accounts during the election year. As for the
year prior to the election, figure 15 shows no significant difference around the threshold.
Table 9 reports the estimates for these two variables, with a positive effect of 19.9 p.p. for
the approval of the public finance in an election year. These estimates are significant at a
10% level. As for the year prior to the election, no significant effect was detected. There
are several reasons for the municipal accounts to be rejected. However, they are mostly
related to the budget execution and failure to follow the conditions listed on the Fiscal
Responsibility Law (LRF).
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7 Conclusion

In this paper, we studied the impact of political turnover on public spending.
However, contrary to a more traditional approach, we analyzed a particular and important
period, which is the last two months of an election year, when an incumbent mayor knows
the election results but still has some discretion regarding public spending. This analysis
is possible for Brazilian municipalities because they are required to send periodical reports
of budget executions, which remained largely unused not only because most works on
the public finances used annual data, but for years before 2015, these reports were only
available in tables from PDF files, which we managed to extract and clean to form our
main database.

We used a Regression Discontinuity Design (RDD) for close elections, comparing
municipalities where the incumbent mayor has won the reelection with those where there
is a change in power, and the elections were decided by a slight margin of votes. We found
that incumbent mayors who lose the election tend to have higher expenses in the last two
months in office than those who are reelected for another term. Specifically, we observed a
negative effect in the committed and liquidated total expense of R$ 51.65 and R$ 47.99
per capita, respectively. Investments have the greatest proportional negative effect of 124%
on the committed expenses.

Giving our setting, where incumbents are constrained by a series of rules from the
Brazilian Fiscal Responsibility Law, it does not seem that mayors use deficits to tie the
successors hands as in the traditional strategic debt models, but there is a clear distortion
of the spending patterns. A possible explanation for these results is that the mayors who
are aware they will not continue in office for another term are motivated to spend more as
a way to signal competence, reasoning that advancing public construction and providing
other goods and services will be viewed positively by the public, contributing to building
a good image for the mayor and potentially helping him in future elections. On the other
hand, incumbents reelected should have the incentive to be fiscally conservative because
they will inherit any complications of the public finances.
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APPENDIX A – Tables and Figures

A.1 Tables
Table 1 – Balance Tests: Municipal and Political Characteristics

Dependent Variable Mean left Bandwidth Obs Estimate
threshold

(1) (2) (3) (4)
Panel A: Municipal Characteristics in 2010
Population (log) 9.343 0.168 4296 -0.057

[0.0598]
Per capta income 544.2 0.138 3763 -7.743

[16.85]
Young (%) 0.253 0.193 4612 0.000278

[0.00278]
Elderly (%) 0.086 0.138 3763 0.00000712

[0.00165]
Urbanization (%) 0.618 0.135 3694 0.00779

[0.0142]
At least 1 minimum wage (%) 0.38 0.12 3368 0.0022

[0.00657]
Literacy rate (%) 0.845 0.119 3352 -0.00431

[0.00656]
Gini index 0.504 0.148 3953 -0.00719*

[0.00430]
Panel A: Incumbent’s Characteristics
Age 51.28 0.152 4019 -0.322

[0.602]
Government alignment 0.219 0.134 3659 -0.0309

[0.0282]
President alignment 0.104 0.111 3159 -0.00115

[0.0213]
PT 0.104 0.111 3159 -0.00115

[0.0213]
PSDB 0.132 0.151 3989 0.00738

[0.0222]
PMDB 0.208 0.137 3730 -0.00554

[0.0275]
Men 0.887 0.163 4202 -0.0102

[0.0203]
High school degree 0.751 0.147 3929 0.00432

[0.0286]
College degree 0.481 0.118 3312 0.0524

[0.0378]

Notes: This table reports the results of the RDD estimated as in equation 5.2 with different dependent variables. In these
estimations, the running variable used is the incumbent’s margin of victory. Column (1) reports the mean of the dependent
variable considering municipalities left of the cutoff, but inside the bandwidth reported in column (2). Column (3) contains
the number of effective observations used in the regression, and column (4) is the estimate and standard error for the
treatment effect. Standard errors are clustered at the micro-region level. * p < 0.10, ** p < 0.05, *** p < 0.01.
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Table 2 – Effects of Reelection on Public Expenses - In the 6th bimester

Local Linear Regression Alternative Specifications

Mean left Band- Obs (1) (2) (3) (4)
threshold width

Panel A: Commited Expenses
Total 310.2 0.165 3179 -51.61*** -85.43*** -84.20*** -53.54**

[19.36] [31.15] [33.76] [21.12]
Current 288.8 0.162 3159 -30.04* -52.42** -49.64** -29.97*

[16.73] [24.52] [26.08] [17.63]
Staff 206.8 0.167 3167 -7.843 -7.373 -13.42 -8.41

[11.35] [15.59] [16.75] [11.65]
Other current 81.61 0.203 3496 -18.07** -44.66*** -36.08*** -21.03**

[7.848] [13.94] [16.68] [9.337]
Capital 21.16 0.192 3321 -21.54*** -27.70*** -34.56*** -23.57***

[6.578] [11.44] [14.73] [7.062]
Investments 17.15 0.196 3365 -21.42*** -27.21*** -34.24*** -23.51***

[6.488] [11.25] [14.64] [6.955]
Panel B: Liquidated Expenses
Total 488.1 0.164 3132 -47.99** -36.56 -60.08** -49.67**

[20.50] [28.58] [30.41] [20.65]
Current 425.6 0.157 3014 -32.24* -18.7 -38.92 -33.06*

[18.49] [24.22] [26.04] [17.59]
Staff 242 0.151 2941 -8.35 1.008 -9.539 -8.842

[11.59] [14.41] [15.25] [10.58]
Other current 182.2 0.176 3240 -22.07*** -17.33* -27.73** -23.20***

[8.170] [11.49] [13.08] [8.204]
Capital 61.9 0.138 2884 -17.96*** -16.04*** -21.34*** -16.61***

[5.315] [7.535] [7.505] [5.271]
Investments 55.99 0.147 3000 -17.40*** -17.07*** -21.58*** -16.69***

[5.185] [7.578] [7.557] [5.258]
Bandwidth Method CCT CCT CCT 0.05
Polynomial Order 1 1 2 0
Additional Controls No Yes No No

Notes: This table reports the results of the RDD estimated as in equation 5.2. In these estimations, the running variable used
is the incumbent’s margin of victory. The first column signals the dependent variable, which are different levels of aggregation
for the public expenses in the 6th bimester. The second reports the mean of the dependent variable considering municipalities
left of the cutoff, but inside the bandwidth reported in the third column. The fourth column contains the number of effective
observations used in the regression. Column (1-4) shows the estimates and standard error for the treatment effect with
different specifications. In column (1) we use a polynomial of order 1 with no control variables. Column (2) has a similar
specification adding controls. Column (3) uses a polynomial of order 2 with no controls. Column (4) uses a polynomial of
order 0 with no controls and the bandwidth set to 0.05%, while in columns (1-3) the optimal bandwidth is set following
Calonico, Cattaneo, and Titiunik (2014). Standard errors are clustered at the micro-region level. * p < 0.10, ** p < 0.05,
*** p < 0.01.
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Table 3 – Effects of Reelection on Revenues - In the 6th bimester

Local Linear Regression Alternative Specifications

Mean left Band- Obs (1) (2) (3) (4)
threshold width

Total 530.4 0.105 2207 -12.51 32.35 -19.03 1.716
[34.57] [28.88] [43.55] [27.15]

Current 494.7 0.102 2155 -12.65 40.47 -19.59 0.861
[32.42] [26.32] [40.89] [24.81]

Capital 29.68 0.136 2717 -1.532 -4.849 -1.83 0.216
[5.073] [4.556] [5.906] [4.338]

Bandwidth Method CCT CCT CCT 0.05
Polynomial Order 1 1 2 0
Additional Controls No Yes No No

Notes: This table reports the results of the RDD estimated as in equation 5.2. In these estimations, the running variable used
is the incumbent’s margin of victory. The first column signals the dependent variable, which is different levels of aggregation
for the revenues in the 6th bimester. The second reports the mean of the dependent variable considering municipalities left
of the cutoff but inside the bandwidth reported in the third column. The fourth column contains the number of effective
observations used in the regression. Column (1-4) shows the estimates and standard error for the treatment effect with
different specifications. In column (1) we use a polynomial of order 1 with no control variables. Column (2) has a similar
specification adding controls. Column (3) uses a polynomial of order 2 with no controls. Column (4) uses a polynomial of
order 0 with no controls and the bandwidth set to 0.05%, while in columns (1-3) the optimal bandwidth is set following
Calonico, Cattaneo, and Titiunik (2014). Standard errors are clustered at the micro-region level. * p < 0.10, ** p < 0.05,
*** p < 0.01.
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Table 4 – Effects of Reelection on Surplus - In the 6th bimester

Local Linear Regression Alternative Specifications

Mean left Band- Obs (1) (2) (3) (4)
threshold width

Total 230.7 0.113 2327 57.56** 101.5*** 55.56* 56.34**
[28.97] [29.34] [33.06] [23.12]

Bandwidth Method CCT CCT CCT 0.05
Polynomial Order 1 1 2 0
Additional Controls No Yes No No

Notes: This table reports the results of the RDD estimated as in equation 5.2. In these estimations, the running variable
used is the incumbent’s margin of victory. The first column signals the dependent variable, which is the surplus in the 6th
bimester. The second reports the mean of the dependent variable considering municipalities left of the cutoff but inside
the bandwidth reported in the third column. The fourth column contains the number of effective observations used in the
regression. Column (1-4) shows the estimates and standard error for the treatment effect with different specifications. In
column (1) we use a polynomial of order 1 with no control variables. Column (2) has a similar specification adding controls.
Column (3) uses a polynomial of order 2 with no controls. Column (4) uses a polynomial of order 0 with no controls and the
bandwidth set to 0.05%, while in columns (1-3) the optimal bandwidth is set following Calonico, Cattaneo, and Titiunik
(2014). Standard errors are clustered at the micro-region level. * p < 0.10, ** p < 0.05, *** p < 0.01.
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Table 5 – Effects of Reelection on Leftovers to Pay - In the 6th bimester

Local Linear Regression Alternative Specifications

Mean left Band- Obs (1) (2) (3) (4)
threshold width

Total 44.34 0.161 3006 3.067 -4.756 -17.1 0.221
[17.06] [25.76] [26.95] [16.47]

Bandwidth Method CCT CCT CCT 0.05
Polynomial Order 1 1 2 0
Additional Controls No Yes No No

Notes: This table reports the results of the RDD estimated as in equation 5.2. In these estimations, the running variable
used is the incumbent’s margin of victory. The first column signals the dependent variable, which is the surplus in the 6th
bimester. The second reports the mean of the dependent variable considering municipalities left of the cutoff but inside
the bandwidth reported in the third column. The fourth column contains the number of effective observations used in the
regression. Column (1-4) shows the estimates and standard error for the treatment effect with different specifications. In
column (1) we use a polynomial of order 1 with no control variables. Column (2) has a similar specification adding controls.
Column (3) uses a polynomial of order 2 with no controls. Column (4) uses a polynomial of order 0 with no controls and the
bandwidth set to 0.05%, while in columns (1-3) the optimal bandwidth is set following Calonico, Cattaneo, and Titiunik
(2014). Standard errors are clustered at the micro-region level. * p < 0.10, ** p < 0.05, *** p < 0.01.
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Table 6 – Effects of Reelection on Public Expenses - Until 5th bimester

Local Linear Regression Alternative Specifications

Mean left Band- Obs (1) (2) (3) (4)
threshold width

Panel A: Commited Expenses
Total 2033.4 0.165 3151 -84.32 68.39 -179 -114.3

[95.25] [94.21] [130.2] [90.77]
Current 1762.7 0.192 3407 -67.81 60.99 -152.6 -106.9

[78.76] [82.34] [114.3] [79.37]
Staff 901.9 0.168 3177 -30.22 35.15 -49.2 -42.3

[40.09] [42.86] [52.36] [37.99]
Other current 849.9 0.157 3032 -54.69 24.11 -98.96 -64.17

[51.77] [44.56] [72.35] [48.99]
Capital 271.3 0.126 2604 -12.33 7.635 -25.82 -7.43

[24.21] [22.33] [29.02] [20.69]
Investments 244.2 0.123 2544 -14.41 3.981 -25.7 -8.221

[23.96] [21.84] [28.05] [20.20]
Panel B: Liquidated Expenses
Total 1777.5 0.153 2987 -77.87 10.26 -133.4 -90.2

[79.96] [76.19] [102.9] [74.10]
Current 1592.3 0.174 3238 -61.18 6.75 -110.9 -81.41

[67.99] [70.72] [90.60] [65.98]
Staff 861 0.202 3503 -32.73 4.395 -60.45 -48.21

[34.24] [38.13] [48.95] [34.96]
Other current 722.3 0.156 3019 -27.27 -0.351 -46.64 -32.56

[36.41] [36.47] [44.76] [34.13]
Capital 189.8 0.11 2326 -17.91 -13.64 -26.86 -8.789

[17.21] [16.82] [20.63] [13.89]
Investments 163.3 0.105 2243 -20.52 -16.72 -27.64 -9.613

[16.80] [16.15] [19.67] [13.33]
Bandwidth Method CCT CCT CCT 0.05
Polynomial Order 1 1 2 0
Additional Controls No Yes No No

Notes: This table reports the results of the RDD estimated as in equation 5.2. In these estimations, the running variable
used is the incumbent’s margin of victory. The first column signals the dependent variable, which are different levels of
aggregation for the public expenses until the 5th bimester. The second reports the mean of the dependent variable considering
municipalities left of the cutoff but inside the bandwidth reported in the third column. The fourth column contains the
number of effective observations used in the regression. Column (1-4) shows the estimates and standard error for the
treatment effect with different specifications. In column (1) we use a polynomial of order 1 with no control variables. Column
(2) has a similar specification adding controls. Column (3) uses a polynomial of order 2 with no controls. Column (4) uses a
polynomial of order 0 with no controls and the bandwidth set to 0.05%, while in columns (1-3) the optimal bandwidth is set
following Calonico, Cattaneo, and Titiunik (2014). Standard errors are clustered at the micro-region level. * p < 0.10, ** p
< 0.05, *** p < 0.01.
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Table 7 – Effects of Reelection on Budget Allocation - Year

Local Linear Regression Alternative Specifications

Mean left Band- Obs (1) (2) (3) (4)
threshold width

Total 2811.2 0.177 3202 -54.13 -33.28 -208 -117.1
[133.7] [137.1] [189.6] [125.1]

Current 2325.6 0.161 3009 -61.67 -56.16 -195.9 -113.2
[107.2] [107.8] [153.1] [95.51]

Staff 1238.4 0.147 2853 -32.57 -34.48 -68.71 -63.06
[60.68] [60.78] [86.05] [49.51]

Other current 1080.9 0.216 3538 -24.22 -10.88 -71.65 -45.5
[48.00] [57.73] [70.05] [49.30]

Capital 462.8 0.14 2766 -0.923 -1.814 -15.62 1.231
[44.62] [49.29] [54.34] [39.85]

Investments 425.4 0.137 2718 -3.815 -6.842 -18.76 -0.973
[43.94] [48.31] [52.91] [38.75]

Bandwidth Method CCT CCT CCT 0.05
Polynomial Order 1 1 2 0
Additional Controls No Yes No No

Notes: This table reports the results of the RDD estimated as in equation 5.2. The first column signals the dependent
variable, which are different levels of the budget allocated for the year. The second reports the mean of the dependent
variable considering municipalities left of the cutoff but inside the bandwidth reported in the third column. The fourth
column contains the number of effective observations used in the regression. Column (1-4) shows the estimates and standard
error for the treatment effect with different specifications. In column (1) we use a polynomial of order 1 with no control
variables. Column (2) has a similar specification adding controls. Column (3) uses a polynomial of order 2 with no controls.
Column (4) uses a polynomial of order 0 with no controls and the bandwidth set to 0.05%, while in columns (1-3) the optimal
bandwidth is set following Calonico, Cattaneo, and Titiunik (2014). Standard errors are clustered at the micro-region level. *
p < 0.10, ** p < 0.05, *** p < 0.01.
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Table 8 – Effects of Party’s Reelection on Public Expenses - In the 6th bimester

Local Linear Regression Alternative Specifications

Mean left Band- Obs (1) (2) (3) (4)
threshold width

Panel A: Commited Expenses
Total 430.3 0.251 1100 -239 -355.2 -167.6 -158.6

[182.7] [212.7] [302.3] [171.5]
Current 369.1 0.225 1054 -196.6 -341.2 -203.5 -161.8

[168.6] [209.0] [303.3] [173.0]
Staff 267 0.223 1051 -147 -269.2 -165.4 -144.1

[144.1] [178.5] [269.4] [153.9]
Other current 100.1 0.249 1097 -49.06 -79.29 -2.626 -15.51

[39.41] [31.24] [40.35] [22.10]
Capital 86.82 0.1 628 18.6 29.49 35.58 3.204

[22.28] [34.81] [41.41] [15.21]
Investments 81.23 0.0984 618 21.42 36.9 38.13 6.09

[23.08] [35.18] [42.03] [16.02]
Panel B: Liquidated Expenses
Total 685.2 0.227 1057 -433.5 -670.4 -448.7 -328.8

[314.5] [367.0] [524.6] [297.9]
Current 550 0.219 1043 -325.5 -535.7 -358.9 -271.1

[249.0] [299.8] [438.2] [249.1]
Staff 307.4 0.223 1051 -168.6 -285.3 -185.9 -149.9

[146.3] [179.8] [269.5] [153.6]
Other current 241.1 0.213 1032 -154.4 -245.8 -164.9 -118.4

[104.3] [116.7] [166.9] [94.10]
Capital 135.8 0.232 1061 -111 -144.9 -63.92 -57.73

[79.28] [61.36] [90.08] [49.53]
Investments 126.7 0.226 1054 -107.8 -138.1 -59.27 -54.5

[77.14] [57.07] [84.15] [45.92]
Bandwidth Method CCT CCT CCT 0.05
Polynomial Order 1 1 2 0
Additional Controls No Yes No No

Notes: This table reports the results of the RDD estimated as in equation 5.2. In these estimations, the running variable
used is the margin of victory of the incumbent’s party. The first column signals the dependent variable, which are different
levels of aggregation of public expenses. The second reports the mean of the dependent variable considering municipalities
left of the cutoff but inside the bandwidth reported in the third column. The fourth column contains the number of effective
observations used in the regression. Column (1-4) shows the estimates and standard error for the treatment effect with
different specifications. In column (1) we use a polynomial of order 1 with no control variables. Column (2) has a similar
specification adding controls. Column (3) uses a polynomial of order 2 with no controls. Column (4) uses a polynomial of
order 1 with no controls, with the bandwidth set to 0.05%, while in columns (1-3) the optimal bandwidth is set following
Calonico, Cattaneo, and Titiunik (2014). Standard errors are clustered at the micro-region level. * p < 0.10, ** p < 0.05,
*** p < 0.01.
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Table 9 – Public Finances Approval

Local Linear Regression Alternative Specifications

Mean left Band- Obs (1) (2) (3) (4)
threshold width

Election year 0.525 0.171 372 0.199* 0.174* 0.226* 0.166
[0.113] [0.106] [0.129] [0.111]

Prior election year 0.742 0.174 235 0.11 0.147 0.143 0.103
[0.124] [0.109] [0.174] [0.124]

Bandwidth Method CCT CCT CCT 0.05
Polynomial Order 1 1 2 0
Additional Controls No Yes No No

Notes: This table reports the results of the RDD estimated as in equation 5.2. In these estimations, the running variable
used is the incumbent’s margin of victory. The first column signals the dependent variable, which are dummies equal to one
if the municipal public finances were approved by the State Court of Accounts of São Paulo. The second reports the mean of
the dependent variable considering municipalities left of the cutoff but inside the bandwidth reported in the third column.
The fourth column contains the number of effective observations used in the regression. Column (1-4) shows the estimates
and standard error for the treatment effect with different specifications. In column (1) we use a polynomial of order 1 with
no control variables. Column (2) has a similar specification adding controls. Column (3) uses a polynomial of order 2 with
no controls. Column (4) uses a polynomial of order 0 with no controls and the bandwidth set to 0.05%, while in columns
(1-3) the optimal bandwidth is set following Calonico, Cattaneo, and Titiunik (2014). Standard errors are clustered at the
micro-region level. * p < 0.10, ** p < 0.05, *** p < 0.01.
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A.2 Figures

Figure 1 – Density Plot: Incumbent’s Margin of Victory
0

1
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3

-.5 0 .5
margin

Manipulation Testing Plot

Notes: This figure shows a manipulation test as proposed by Cattaneo, Jansson, and Ma
(2020) on the running variable incumbent’s margin of victory (MVm). The null hypothesis
of no manipulation is not rejected (p-value of 0.365)
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Figure 2 – Balance Tests: Municipal Characteristics
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Notes: These plots are RD regressions using the municipal characteristics from the 2010 Census
on the incumbent’s margin of victory(running variable). Scatter points are bins of municipalities,
chosen optimally as in Calonico, Cattaneo, and Titiunik (2015). The line is a second-order
polynomial fitted in the margin of victory fitted separately on each side of the cutoff. This sample
considers races in 2008, 2012, and 2016 municipal elections
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Figure 3 – Balance Tests: Incumbent Characteristics
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Notes: These plots are RD regressions using the incumbent’s characteristics in each election year
from the TSE database on the incumbent’s margin of victory(running variable). Scatter points
are bins of municipalities, chosen optimally as in Calonico, Cattaneo, and Titiunik (2015). The
line is a second-order polynomial fitted in the margin of victory fitted separately on each side of
the cutoff. This sample considers races in 2008, 2012 and 2016 municipal elections



APPENDIX A. Tables and Figures 45

Figure 4 – Effects of Reelection on Public Expenses Committed - In the 6th bimester
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Notes: These plots are RD regressions using the incumbent’s margin of victory as the running
variable (x axis). The dependent variables (y axis) are different levels of aggregation of public
expenses committed per capita at the last two months of an election year. Scatter points are
bins of municipalities, chosen optimally as in Calonico, Cattaneo, and Titiunik (2015). The line
is a second-order polynomial fitted in the margin of victory fitted separately on each side of the
cutoff. This sample considers races in 2008, 2012 and 2016 municipal elections
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Figure 5 – Effects of Reelection on Public Expenses Liquidated - In the 6th bimester
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Notes: These plots are RD regressions using the incumbent’s margin of victory as the running
variable (x axis). The dependent variables (y axis) are different levels of aggregation of public
expenses liquidated per capita at the last two months of an election year. Scatter points are bins
of municipalities, chosen optimally as in Calonico, Cattaneo, and Titiunik (2015). The line is
a second-order polynomial fitted in the margin of victory fitted separately on each side of the
cutoff. This sample considers races in 2008, 2012 and 2016 municipal elections
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Figure 6 – Effects of Reelection on Revenues - In the 6th bimester
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Notes: These plots are RD regressions using the incumbent’s margin of victory as the running
variable (x axis). The dependent variables (y axis) are different levels of aggregation of revenues
per capita at the last two months of an election year. Scatter points are bins of municipalities,
chosen optimally as in Calonico, Cattaneo, and Titiunik (2015). The line is a second-order
polynomial fitted in the margin of victory fitted separately on each side of the cutoff. This sample
considers races in 2008, 2012 and 2016 municipal elections
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Figure 7 – Effects of Reelection on Surplus - In the 6th bimester

0

100

200

300

400

500

R
$ 

pe
r c

ap
ita

-.4 -.2 0 .2 .4
Incumbent's margin of victory

At 6th Bimester
COMMITED TOTAL SURPLUS

Notes: These plots are RD regressions using the incumbent’s margin of victory as the running
variable (x axis). The dependent variables (y axis) is the surplus per capita at the last two months
of an election year, defined as the revenues minus the total expenses committed at that period.
Scatter points are bins of municipalities, chosen optimally as in Calonico, Cattaneo, and Titiunik
(2015). The line is a second-order polynomial fitted in the margin of victory fitted separately on
each side of the cutoff. This sample considers races in 2008, 2012 and 2016 municipal elections
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Figure 8 – Effects of Reelection on Leftovers to Pay - In the 6th bimester
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Notes: These plots are RD regressions using the incumbent’s margin of victory as the running
variable (x axis). The dependent variables (y axis) is the leftover to pay per capita at the last
two months of an election year, defined as the revenues minus the total expenses committed at
that period. Scatter points are bins of municipalities, chosen optimally as in Calonico, Cattaneo,
and Titiunik (2015). The line is a second-order polynomial fitted in the margin of victory fitted
separately on each side of the cutoff. This sample considers races in 2008, 2012 and 2016 municipal
elections



APPENDIX A. Tables and Figures 50

Figure 9 – Effects of Reelection on Public Expenses Committed - Until 5th bimester
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Notes: These plots are RD regressions using the incumbent’s margin of victory as the running
variable (x axis). The dependent variables (y axis) are different levels of aggregation of public
expenses committed per capita until the 5th bimester of an election year. Scatter points are bins
of municipalities, chosen optimally as in Calonico, Cattaneo, and Titiunik (2015). The line is
a second-order polynomial fitted in the margin of victory fitted separately on each side of the
cutoff. This sample considers races in 2008, 2012 and 2016 municipal elections
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Figure 10 – Effects of Reelection on Public Expenses Liquidated - Until 5th bimester
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Notes: These plots are RD regressions using the incumbent’s margin of victory as the running
variable (x axis). The dependent variables (y axis) are different levels of aggregation of public
expenses liquidated per capita until the 5th bimester of an election year. Scatter points are bins
of municipalities, chosen optimally as in Calonico, Cattaneo, and Titiunik (2015). The line is
a second-order polynomial fitted in the margin of victory fitted separately on each side of the
cutoff. This sample considers races in 2008, 2012 and 2016 municipal elections
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Figure 11 – Effects of Reelection on Budget Allocation - Year
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Notes: These plots are RD regressions using the incumbent’s characteristics in each election year
from the TSE database on the incumbent’s margin of victory(running variable). Scatter points
are bins of municipalities, chosen optimally as in Calonico, Cattaneo, and Titiunik (2015). The
line is a second-order polynomial fitted in the margin of victory fitted separately on each side of
the cutoff. This sample considers races in 2008, 2012 and 2016 municipal elections
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Figure 12 – Effects of Party’s Reelection on Public Expenses Committed - In the 6th
bimester
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Notes: These plots are RD regressions using the incumbent party’s margin of victory as the
running variable (x axis), which is the difference between votes of the candidate from the same
party as the incumbent mayor in the second term in office and its opposition. The dependent
variables (y axis) are different levels of aggregation of public expenses committed per capita at
the last two months of an election year. Scatter points are bins of municipalities, chosen optimally
as in Calonico, Cattaneo, and Titiunik (2015). The line is a second-order polynomial fitted in
the margin of victory fitted separately on each side of the cutoff. This sample considers races in
2008, 2012 and 2016 municipal elections
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Figure 13 – Effects of Party’s Reelection on Public Expenses Liquidated - In the 6th
bimester
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Notes: These plots are RD regressions using the incumbent party’s margin of victory as the
running variable (x axis), which is the difference between votes of the candidate from the same
party as the incumbent mayor in the second term in office and its opposition. The dependent
variables (y axis) are different levels of aggregation of public expenses liquidated per capita at the
last two months of an election year. Scatter points are bins of municipalities, chosen optimally
as in Calonico, Cattaneo, and Titiunik (2015). The line is a second-order polynomial fitted in
the margin of victory fitted separately on each side of the cutoff. This sample considers races in
2008, 2012 and 2016 municipal elections
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Figure 14 – Public Finances Approval - Election Year
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Notes: This plot is a RD regressions using the incumbent’s margin of victory as the running
variable (x axis). The dependent variable (y axis) is a dummy equal to one if the municipal
accounts were approved by the State Court of Accounts of São Paulo in the election year. Scatter
points are bins of municipalities, chosen optimally as in Calonico, Cattaneo, and Titiunik (2015).
The line is a second-order polynomial fitted in the margin of victory fitted separately on each
side of the cutoff. This sample considers races in 2008, 2012 and 2016 municipal elections
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Figure 15 – Public Finances Approval - Year Prior to Election
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Notes: These plots are RD regressions using the incumbent party’s margin of victory as the
running variable (x axis), which is the difference between votes of the candidate from the same
party as the incumbent mayor in the second term in office and its opposition. The dependent
variable (y axis) is a dummy equal to one if the municipal accounts were approved by the State
Court of Accounts of São Paulo in the year prior to the election year. Scatter points are bins
of municipalities, chosen optimally as in Calonico, Cattaneo, and Titiunik (2015). The line is
a second-order polynomial fitted in the margin of victory fitted separately on each side of the
cutoff. This sample considers races in 2008, 2012 and 2016 municipal elections
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APPENDIX B – Public spending details

B.1 Public spending execution

According to Federal Law No. 4.320/64, the stages of budget expenditure are
commitment, liquidation, and payment.

Commitment: Is the act emanating from a competent authority that creates the
payment obligation. The commitment, which consists of reserving the budget allocation for
a specific purpose, is formalized through the issuance of a document called the Commitment
Note, which must include the creditor and the amount of the expense, as well as other data
necessary to control the execution. budget. Article 60 of Federal Law No. 4.320/64 prohibits
expenditures without prior commitment. When the amount committed is insufficient to
meet the expense to be incurred, the commitment can be reinforced. If the amount of
the commitment exceeds the amount of the expense incurred, the commitment must be
partially canceled. It will be completely void when the object of the contract has not been
fulfilled, or even if it has been issued incorrectly.

Liquidation: Consists of verifying the right acquired by the creditor based on
the titles and supporting documents of the respective credit and aims to determine the
origin and object of what must be paid, the exact amount to be paid, and to whom the
amount must be paid to extinguish the obligation. The settlement of expenses with supply
or services rendered will be based on: the contract, adjustment or respective agreement;
the pledge note; and proof of delivery of material or effective provision of the service

Payment: Consists of the delivery of cash to the creditor by means of credit in a
current account and can only be carried out after the regular settlement of the expense.
will be processed by the Executing Management Unit at the time of issuance of the Bank
Order (OB) document and documents related to withholding taxes, when applicable. Its
validation with the banking network implies a credit for the beneficiary and proves, to the
state administration, the discharge of an obligation.
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B.2 Public spending classification

DETAILED PUBLIC SPENDING STRUCTURE:

• Current Expenses

– Staff and Social Charges

∗ Fixed Salaries and Benefits from Civilian Personnel

∗ Remunerated Reserve and Military Reforms

∗ Employer’s Obligations

∗ Fixed-Time Contracting

– Other Current Expenses

∗ Other Third Party Services from Legal Entities

∗ Consumables

∗ Transfers to Non-Profit Private Institutions

• Capital Expenses

– Investments

∗ Constructions and Installations

∗ Permanent Equipment and Material

ECONOMIC CATEGORIES: Budget expenditure, like budget revenue, is classified
into two economic categories:

Current expenses: All expenses that do not directly contribute to the formation
or acquisition of a capital asset are classified in this category.

Capital expenses: Included in this category are those expenses that directly
contribute to the formation or acquisition of a capital asset

NATURE OF EXPENSE: aggregates of expense elements with the same charac-
teristics regarding the expense object, as detailed below:

Staff and Social Charges: Budget expenses with active and inactive personnel
and pensioners, related to elective mandates, positions, functions or jobs, civil, military
and Power members, with any type of remuneration, such as salaries and advantages, fixed
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and variable, subsidies, retirement income, reforms and pensions, including additional
ones, bonuses, overtime and personal benefits of any nature, as well as social charges and
contributions paid by the entity to social security entities, as established in the caput of
article 18 of Complementary Law 101, from 2000

Interest and Debt Charges: Expenses with the payment of interest, commissions
and other charges arising from internal and external credit operations contracted, as well
as the public securities debt

Other Current Expenses: Budget expenses with the purchase of consumables,
payment of per diems, contributions, grants, food allowance, transportation allowance, in
addition to other expenses in the category "Current Expenses" not classifiable in the other
expense groups.

Investments: Budget expenses with software and with the planning and execution
of works, including the acquisition of properties considered necessary for the realization of
the latter, and with the acquisition of installations, equipment and permanent material.

Financial Investments: Budget expenses with the acquisition of real estate or
capital goods already in use; acquisition of securities representing the capital of companies
or entities of any kind, constituted, when the operation does not involve a capital increase;
and with the constitution or increase of the capital of companies, in addition to other
expenses classifiable in this group.

Debt Amortization: Budget expenses with the payment and/or refinancing of
principal and monetary or exchange adjustment of the internal and external, contractual
or securities public debt

EXPENDITURE ELEMENTS:

Fixed Salaries and Benefits from Civilian Personnel: Budget expenses with:
Maturity; Permanent Personal Salary; Maturity or Salary for Positions of Trust; subsidies;
Salary of Paid Availability Personnel; Gratuities, such as: Additional Personal Gratuity
Available; Internalization Reward; Exclusive Dedication Bonus; Class Regency Bonus;
Boss’s Gratuity or Area Course Coordination or Equivalent; Bonus for Supplementary
Production; gratuity for X-Ray Work or Radioactive Substances; Gratuity by Head of
Department, Division or Equivalent; Gratuity of General Direction or Direction (1st and
2nd Degree Teaching); gratification of Higher Teaching-Function; Social Security Assistance
and Qualification Bonus; Gratification Locality Special; Performance Bonus for Highway
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Activities; gratification of Work Inspection Activity; Gratuity of Agronomist Engineer;
Christmas bonus; Gratuity of Incentive to Inspection and Collection of Contributions and
Taxes; gratuity for Course or Contest Charge; Teaching Productivity Bonus; Qualification
Bonus Professional; Activity Bonus; Cabinet Representation Bonus; additional Unhealthy;
Additional Night; Additional Vacation 1/3 (article 7, item XVII, of the Constitution);
Additional hazards; Monthly Representation; License-Attendance Award; Basic Remu-
neration (Remuneration or Salary Abroad); Permanent Individual Differences; pecuniary
advantages of Minister of State, Secretary of State and Municipality; Anticipated Vacation
of Permanent Personnel; Prior Notice (fulfilled); Expired and Proportional Vacations;
Incorporated Parcel (ex-fifths and ex-decimals); Police License Indemnity; Advance of
the 13th Salary; 13th Proportional Salary; Functional Incentive - Sanitary; Provisional
Allowance; “Pro-labore” of Attorneys; and other expenses permanent counterparts.

Remunerated Reserve and Military Reforms: Budget expenses with payment
of pensions for inactive employees , and paid reserve and military reforms

Employer’s Obligations: Budget expenses with charges that the administration
has due to its condition of employer, and resulting from the payment of active and inactive
personnel and pensioners, such as the Guarantee for Length of Service and contributions to
Social Security Institutes, including the supplementary contribution to cover the actuarial
deficit, as well as the charges resulting from the late payment of the contributions covered
by this expenditure element.

Fixed-Time Contracting: Budget expenses with the hiring of staff for a deter-
mined time to meet the temporary need of exceptional public interest, in accordance with
the specific legislation of each entity of the Federation, including employer obligations and
other variable expenses, when applicable.

Other Third Party Services from Legal Entities: Budget expenses arising
from the provision of services by legal entities for public bodies, such as: subscriptions
to newspapers and periodicals; electricity, gas, water and Sewer; communication services
(telephone, telex, post office, etc.); freight and trailers; real estate lease (including condo-
minium expenses and taxes on the lessee’s account, when provided for in the location);
leasing of permanent equipment and materials; software; conservation and adaptation of
assets properties; insurance in general (except those arising from employer obligations);
cleaning and hygiene services; advertising, printing, binding and framing services; funeral
services; expenses with congresses, symposia, conferences or exhibitions; meal ticket; day
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care allowance (excluding compensation to server); activation of fixed and mobile cellular
telephony; and other similar, as well as the charges resulting from late payment of non-tax
obligations.

Consumables: Budget expenses with automotive alcohol; automotive gasoline;
automotive diesel; automotive lubricants; aviation fuel and lubricants; bottled gas; other
fuels and lubricants; biological, pharmacological and laboratory material; animals for
study, cutting or slaughter; animal feed; material for stud farming or zootechnical use;
plant seeds and seedlings; genres feed; building material for property repairs; maneuvering
and patrolling material; protection, safety, relief and survival material; office supplies;
bedding and tableware, pantry and kitchen, and hygiene products; graphic material and
data processing; acquisition of floppy disk; pen drive; material for sports and amusements;
material for photography and filming; material for electrical and electronic installation;
material for maintenance, replacement and application; dental supplies, hospital and
outpatient; chemical material; telecommunications material; clothing, uniforms, uniforms,
fabrics and trimmings; packaging and packaging material; supply of protection to flight;
aviation supply; spare parts for ships and fleet engines and engines; explosives and
ammunition; flags, streamers and insignia and other non-durable use materials.

Transfers to Non-Profit Private Institutions: Budget expenses incurred
through the transfer of financial resources to non-profit entities that have no connection
with the public administration

Constructions and Installations: Expenses with studies and projects; com-
mencement, continuation and completion of works; payment temporary staff not belonging
to the entity’s staff and necessary for carrying out the same; payment for contracted works;
facilities that are embeddable or inherent to the property, such as: elevators, central air
conditioning equipment, etc.

Permanent Equipment and Material: Budget expenses with aircraft acqui-
sition; measuring apparatus; appliances and communication equipment; medical, dental,
laboratory and hospital; apparatus and equipment for sport and amusement; household
appliances and utensils; armaments; bibliographic collections and materials; vessels, ma-
neuvering and patrolling equipment; protection, safety, rescue and survival equipment;
musical and artistic instruments; machinery, apparatus and equipment for industrial use;
machines, apparatus and graphic equipment and miscellaneous equipment; office machines,
apparatus and utensils; machines, tools and utensils workshop; agricultural, road and



APPENDIX B. Public spending details 62

cargo handling machinery, tractors and equipment; furniture in general; works of art and
museum pieces; seedlings; various vehicles; vehicles rail; road vehicles; other permanent
materials.
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