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Abstract

This paper investigates the relationship between political continuity and public municipal debt in
Colombia, highlighting how political cycles influence fiscal behavior at the subnational level. Unlike
national cycles, local political dynamics, marked by consecutive electoral victories of the same
party, significantly impact fiscal policy and debt accumulation. Using a Kink Regression Discontinuity
design, we explore the effects of these electoral outcomes on public financial debt. Our findings reveal
that municipalities governed by the same party or coalition across successive elections exhibit a 0.25%
increase in debt levels for every percentage point increase in their election win margin. This trend
becomes more pronounced over time, with debt levels peaking in election years. The robustness of our
results is confirmed through various bandwidths and placebo tests, which include random shuffling of
electoral outcomes and reassignment of electoral results from different years. Our study contributes to
the understanding of how political stability or continuity can shape fiscal outcomes at the regional level, a
topic that has received limited attention in the political economy literature.

“Political stability or continuity can shape fiscal outcomes at the regional level, a topic
that has received little attention in the political economy literature."
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