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Abstract

This paper studies whether banning corporate contributions suffices to curb firms’ efforts at in-
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1 Introduction

“All contributions by corporations [...] for any political purpose should be forbidden by law; di-

rectors should not be permitted to use stockholders’ money for such purposes; and, moreover, a

prohibition of this kind would be [...] an effective method of stopping the evils aimed at in corrupt

practices acts.” – President Theodore Roosevelt, 1905.1

“A ban on direct corporate contributions leaves individual members of corporations free to make

their own contributions, and deprives the public of little or no material information” – US

Supreme Court, FEC v. Beaumont, 2003.2

For more than a century, concerns over the “undue influence” of money in politics have been voiced

by politicians, government officials, and the public. In the US, for example, these concerns first led,

in 1907, to a ban on political contributions by corporations, enacted in the Tillman Act. Campaign

finance reform, however, was incomplete: corporate contributions were banned, but the opportunity

to exert influence persisted because contributions by individual and many noncorporate institutions

were allowed. In no small part because of this absence of limits on contributions by individuals,

political parties, and PACs, more public debate on the issue eventually forced Congress to enact

major campaign finance legislation in 1972 and 1974, and then again in 2002.3 Despite the century-

long political debate surrounding the proper implementation of campaign finance regulation, the

discussion is missing an empirical analysis of the dynamics inherent in incomplete campaign finance

regulation and the consequences arising thereof. Analysis of this kind would be crucial for the

design of efficient campaign finance reform devoid of costly backdoors.

This paper attempts to provide such analysis. We study the Brazil experience, where in 2015

its Supreme Court banned corporate contributions for political purposes. Since the ban in Brazil

applied only to corporations, it provides an ideal test case to evaluate the effects of contributions

stemming from corporate influence vis-à-vis those stemming from the lack of binding limits on

campaign contributions. This allows us to trace the dynamics arising from incompletely reforming

campaign finance.

To shed light on the dynamics of incomplete campaign finance reform, we construct a novel

1. 40 Cong. Rec. 96 (1906).
2. 539 U.S. 146 (2003).
3. In 1974, following revelations of campaign finance abuse during the Watergate investigation, Congress set

contribution limits by amending the FECA of 1971.
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dataset that links three core pieces: (1) the size and recipient of all individual and corporate

campaign donations in three national and sub-national elections; (2) institutional, financial, and

compensation details for all registered companies, including the identities of their corresponding

owners, board members, and management; and (3) stock market data for those companies publicly

listed.

We divide our analysis into two parts. In the first, we evaluate the direct effects of the ban

on the reallocation of contributions from corporate donors to individuals. We show that there is

substantial heterogeneity in the cross section of individual donations affiliated with firms, and that

they closely follow corporate contributions. This cross section of individual donations is important

if it helps preserve the political connections of firms absent corporate contributions. We then

show that as a result of the ban on corporate contributions, an individual’s likelihood of making

a contribution increased when they were affiliated to a firm making large corporate contributions

before the ban. In addition, donors increase their contributions at the intensive margin in proportion

to pre-ban corporate contributions levels.4 This increase in individual contributions accounts for

a sizable 10.2 percent of the total corporate contributions made just prior to the reform, pointing

both to the success and limitations of banning corporate contributions.

Importantly, the rate of substitution between corporate contributions and individual contribu-

tions does not suffice to account for changes in political influence, as the political value of individual

contributions can presumably increase absent corporate contributions. In the second part of the

paper, we evaluate whether there is a realignment in the market response to individual contributions

vis-à-vis corporate contributions – which would happen if the market expects individual contribu-

tions to exert stronger influence after corporate contributions are banned. To make this evaluation,

we analyze the stock market response to corporate and individual donations around Brazil’s general

elections before and after the Supreme Court’s ban on corporate contributions in 2015. During the

2014 general elections, we find that stock prices significantly increased in proportion to corporate

donations made to winning candidates; while firm value was unaffected by individual donations

made to the winning candidate, or to donations, regardless of kind, made to losing candidates.

Post-ban, in 2018, we find that individual donations made to winning candidates generate the same

4. This effect is stronger for managers and board members that own stock in the firm – who, after the reform,
might have had the strongest incentives to make individual contributions to offset the lack of corporate contributions.
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returns for the firm that corporate donations to winning candidates used to prior to the reform

(around 180 basis points for each percentage point increase in normalized contributions), suggest-

ing a realignment in the value of individual donations to the firm. From these estimates and the

value of unspent contributions, we then estimate the ban had a positive effect on the value of the

firm.

Contributions. Wemake three main contributions to the literature. First, we provide, to the best

of our knowledge, the first empirical study of a ban on corporate contributions on firms. Most of the

literature on banning corporate contributions has focused on its effect on politicians. For example,

Avis et al. (2017) find that following reforms in Brazil, the pool of candidates running for elective

office increases and was on average less wealthy. On firms, Coates IV (2012) and Alburquerque

et al. (2020) study the opposite direction, documenting the new political activity after Citizens

United. Effective campaign finance legislation also needs to properly account for what happens to

the firm and how it responds after corporate contributions are banned. We provide evidence to

address these questions.

Second, we provide evidence of the dynamics that arise through incomplete campaign finance

reform. The erosion of campaign finance legislation in the US, for example, has been gradual. By the

nature in which courts operate, if there is a turn in the tide towards limiting campaign contributions,

it will also be gradual and, hence, incomplete. Likewise, history suggests that completing campaign

finance reform through legislation may take decades. The dynamics that arise from such incomplete

reform are fundamental to our understanding of campaign finance reform achieving its intended

goals. Unfortunately, these mechanisms are still not fully-understood. In the US, Hansen et al.

(2015) show that it was individuals, and not corporations, who played the key role behind the

increase in political spending following Citizens United ; but also that it was not employees of large

corporations who drove this increase (Hansen and Rocca 2018). However, Babenko et al. (2020)

provide evidence that the political preferences of CEOs affect employees’ campaign contributions.

Tenekedjieva (2019) and Bertrand et al. (2020) provide evidence of the use of corporate philantropy

to substitute political donations or otherwise obtain influence, which suggests corporations are able

to influence the political process by more channels than traditionally measured. Bertrand et al.

(2020) in particular remark this need to identify and measure omitted channels of influence, as
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the amount of money in politics when measured by PAC and lobbying expenditures in the U.S.

appears to be remarkably small (Tullock 1972). We contribute to this literature by documenting

the potential limitations campaign finance reform might face because of the connection between

corporate and individual political contributions.

Third, we contribute to a growing literature that studies the connection between politics and

firms. We contribute to these studies by measuring how the connection between firms and politics

evolves once the initial relationship is severed. For example, Goldman, Rocholl and So (2009) study

the impact of board members politically connected to party nominations; Borisov, Goldman and

Gupta (2016) analyze the impact of limitations in lobbying; Fisman (2001) evaluates the value to

firms of being connected to a president (Indonesia’s); Acemoglu et al. (2016) evaluates the value of

firms’ ties to a member of a government cabinet; and Jayachandran (2006) evaluates connections to

the US Senate. See also Kwhaja and Mian (2005), Faccio, Masulis, and McConnell (2006), Faccio

(2006), Ferguson and Voth (2008), Butler, Fauver and Mortal (2009), Fisman et al. (2012), Amore

and Bennedsen (2013), and Carvalho and Bernardo Guimaraes (2018). The closest work to ours

is Claessens, Feijen, and Leaven (2008) who explore the role of campaign contributions also in the

Brazil context, and whose approach we closely follow in the second part of this study. However,

since their paper was published before the reforms, it could not provide an analysis on campaign

finance reform, the main objective of this study.

Finally, it is also important to state what this paper does not intend to do. Although our

work generally contributes to a literature that studies effects or returns to campaign spending,5 it

is not within the scope of this paper to assess whether corporate benefits stemming from campaign

contributions are normatively meaningful or not. While that discussion is no doubt important,

it requires its own independent legal and empirical treatment.6 Here we focus exclusively on the

5. See, for example: Gerber (1998); Gerber (2004); Scarrow (2007); Da Silveira and De Mello (2011). See also
Scarrow (2007) and Gardner and Charles (2012) for reviews of electoral and campaign finance legislation. See Austen-
Smith (1987) and Ashworth (2006) for theory work on this topic.

6. In addition to the many studies previously cited, we refer the interested reader to three great recent papers
on the topic. In the US, Fowler, Garro, and Spenkuch (2020) find statistically insignificant effects of no more than
40 basis points on average, while Akey (2015) finds statistically significant increases of around 3%. In Brazil, Boas,
Hidalgo, and Richardson (2014) find that donations to a winning candidate lead to a boost in government contracts for
public-work firms. For Brazil, our event study results are closer in magnitude to those of Fowler, Garro, and Spenkuch
(2020), but our estimates are statistically precise and exhibit significant variation across firm size, with large firms
benefiting substantially more than the average firm. Our RDD results (Appendix F) are closer in magnitude to the
estimates reported by Akey (2015).
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alternative question of whether and how bans on corporate contributions work.

2 Campaign Finance Law in Brazil

Before 2015, campaign expenditures in Brazil were unrestricted, and there was no ceiling to cam-

paign contributions. Restrictions on contributions had a relative but not absolute ceiling: in-

dividuals and corporations could donate 10 percent and 2 percent of their yearly gross income,

respectively. If the goal of campaign finance regulation is to level the playing field, this proportion-

ality requirement does little to ameliorate the disparities in the ability to gain influence through

contributions.7

After 2015, Brazil passed campaign finance reform consisting of two main components: first,

a ban on contributions from all corporations and, second, restrictions on the spending limits of

candidates. The ban on corporate donations was made by Brazil’s Supreme Court in September

2015.8 In 2017, the Brazilian Congress passed Law 13.488 codifying campaign spending limits and

creating a public fund to finance elections.9 Before 2017, campaign spending limits were determined

by the Tribunal Superior Eleitoral (Brazil’s Electoral Commission, henceforth TSE). Following Law

13.488, campaign spending limits for presidential elections were set at BRL$70 million for the first

round and an extra BRL$35 million if there is a runoff round.10 Limits for governors and senators

were set in proportion to the size of the electorate they represented.

These statutory limits were below those typically prescribed by the TSE but above the size

of individual donations before and after the reform. For example, in 2014, Dilma Rouseff had a

prescribed limit of BRL$298 million for both rounds, more than twice the statutory limit after 2017,

but 98 percent of all her campaign contributions came from corporate donors. In Appendix E, we

show that statutory campaign spending limits were high relative to individual contributions, and,

moreover, that markets did not have a reaction to Law 13.488 as would have been expected if the

limits were meaningfully affecting contributions in the near future.11 For this reason, this paper

7. A more pressing problem with donations in Brazil is what is known as caixa dois (roughly translated as slush
money) whereby donors, including corporate, make secret donations with the intent of hiding its origin. Despite
frequent debate in the Brazilian press, caixa dois is a criminal offense and carries a punishment of five years of prison
(Art. 350 Codigo Eleitoral/Lei 4.737 de 1965).

8. Law 13.165/2015. Passed September 29, 2017.
9. Law 13.488/2017. Passed October 6, 2017.

10. Runoff rounds are the norm for presidential elections in Brazil.
11. Part of the motivation of Law 13.488 was to limit the potential growth of campaign spending. Campaign
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gives special attention to the role of the ban on corporate political contributions.

Similar to the US, foreign individuals or entities and state-owned companies cannot contribute

to the elections. These restrictions were not modified in the above mentioned reforms, and remain

in effect since the electoral law passed in 1997.12

3 Data

Data Construction. Our data comes from three main sources. The first source comes from

the Comissão de Valores Mobiliários (CVM) – officially translated as the Securities and Exchange

Commission of Brazil – which is Brazil’s main securities market authority. We collect the CVM data

at the year-company level. Companies registered with the CVM must report data on ownership,

management, board members, compensation, and key financial metrics.

On average a company with over BRL$1 million assets has about 9 owners, and 14 board and

management members. It is worth noting that the same individual can simultaneously be an owner,

board member, or manager. We also collect board and management members’ compensation. In

addition, we collect company-level attributes, including those that will allow us, among other things,

to add fixed effects for the company’s industry and for the state where the company is based.

The second dataset contains all individual and corporate campaign donations in Brazil. The

data is obtained from Brazil’s Electoral Commission (TSE).13 Each time an individual or company

makes a campaign donation (which can be made to a presidential candidate, to local government

officials, to congress, or to a committee), the donation amount, the identifier of the donor, and the

political party of the beneficiary has to be disclosed to the TSE. The data covers donation records

for the 2010, 2014, and 2018 general elections. We complement this donations data with election

results for first round elections and, when taking place, runoff elections.

The third dataset comes from Brazil’s stock exchange, B3, previously known as Bovespa. We

use daily stock prices at the close of a trading day for all publicly listed companies in Brazil.

Additional data details are described in Appendix A.

spending limits had increased 382 percent from 1994 to 2014.
12. Law 9.504/1997. Passed September 30, 1997.
13. Ferraz and Finan (2017) also use data from the TSE to study changes in the pool of candidates running for

mayor, as well as campaign spending and donations.
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Summary Statistics. Table (1.A) below provides summary statistics. Our CVM dataset con-

tains filings for 734 distinct companies, and we identify 10,554 distinct individuals affiliated with

these companies. We find 2,838 owners, 4,522 board members, and 5,357 managers. An average

firm’s assets and revenues are BRL$45.2 billion and BRL$2.8 billion, respectively. Figure C.1 in the

Appendix shows the distribution of assets across firms. The TSE data contains donations records

from 279,119 distinct individuals and 22,522 distinct organizations (e.g., PACs, firms, cooperatives),

of which 10,596 are for-profit companies.

Table 1: Summary Statistics

Panel A: Data Statistics

CVM Filings TSE Donation Records CVM-TSE Donors CVM-TSE-B3 Stock Exchange
Distinct companies 734 10,596 429 187
Distinct individuals 10,554 279,119 8,443 5,149

Distinct owners 2,838 - 2,193 1,028
Distinct board members 4,522 - 3,402 2,055
Distinct managers 5,357 - 4,341 2,841

Mean assets (million, $BRL) 45,243 - 55,979 83,654
Median assets (million, $BRL) 2,554 - 3,408 7,284
Mean revenues (million, $BRL) 2,758 - 3,340 4,820
Median revenues (million, $BRL) 360 - 461 983
Mean corporate donation ($BRL) - 219,545 4,985,851 7,112,778
Median corporate donation ($BRL) - 10,300 300,000 520,000
Mean individual donation ($BRL) - 5,931 181,391 217,876
Median individual donation ($BRL) - 1,000 10,000 19,000
Corporate donations (as % of assets) - - 0.054 0.069
Individual donations (as % of assets) - - 0.037 0.053

Panel B: Aggregate Donations Statistics

2014 2018
All Assets < p50 Assets > p50 All Assets < p50 Assets > p50

Corporate Donations (million, $BRL) 447.0 11.1 421.5 - - -
Individual Donations (million, $BRL) 45.8 16.8 24.8 58.8 16.5 40.3

Notes: Panel A shows summary statistics on the data collected from the CVM and TSE. Panel B reports the sum of corporate
donations and the sum of individual donations (affiliated with a company) across years, and the breakdown by companies below
or above median in assets. Assets and revenues are expressed in millions, local currency. Donations are expressed in local currency
without any rounding.

When the CVM and TSE are merged, we observe records from 429 companies and 8,443

individuals. Two important differences are to be noted. First, the pool of donor companies are

larger in assets and revenues. For instance, the median assets of the CVM is BRL$2.6 billion, and
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it is BRL$3.4 million for donor companies. Second, the size of the donations is substantially larger

in the CVM registered companies. Conditional on a donation, the median corporate donation in

the TSE data is $100,300, while it is $300,000 in the CVM-TSE merged sample. For individuals,

the median individual donation is BRL$1,000 in TSE, while it is BRL$10,000 in the CVM-TSE

merged sample. With regards to the assets of the company, corporate donations and the aggregated

sum of affiliated individual donations represent on average about 0.054 percent and 0.037 percent,

respectively. These estimates are computed for companies with at least BRL$1 million in assets,

winsorizing the ratio at 1 percent in both tails and without conditioning on a positive donation.

The fourth column shows the sample of CVM companies linked with the stock exchange. We

identify records from 187 companies and 5,149 individuals affiliated with these companies. The

companies in this sample are somewhat larger than the pool of CVM donors. For instance, the

median assets are BRL$3.4 billion in the CVM donors and BRL$7.3 billion in the publicly listed

companies. Notably, the size of the donations are also larger. The median corporate and individual

donations are BRL$520,000 and BRL$19,000, respectively.

Given the differences between the CVM or B3 listed companies and the universe of firms in

Brazil, we warrant a caveat to extending our results more generally. While further research should

examine the behavior of small and startup businesses, we are mindful that the reform was passed

in the first place to address the donation patterns of the largest firms. Furthermore, the firms that

we analyze represent a vast portion of the shareholders’ value in the country. We estimate that

the equity value, as per registry reports, is BRL$170 billion for the donor companies outside the

scope of our study. In contrast, the equity value is BRL$1,608 billion and BRL$1,290 billion for

the companies in CVM and B3, respectively.

Aggregate Donations. Table (1.B) shows summary statistics on aggregate donations. Panel (A)

shows that, for the CVM sample, companies donated BRL$447 million in 2014. Individuals donated

BRL$45.8 million in 2014 and BRL$58.8 million in 2018. Therefore, total donations decreased

significantly from one general election to the next, but individual donations increased 28 percent.

The sum of donations made by individuals affiliated with small firms remains steady between

elections, but donations made by individuals affiliated with large companies increased by 63 percent.
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4 From Corporate to Individual Donations

Following the changes in Brazilian campaign finance laws, total contributions declined by 88.1

percent. The decline is exclusively driven by the disappearance of corporate contributions propelled

by the ban. However, individual contributions rather than decline, increase. This increase in

individual contributions is large and is in the ballpark of 28 percent. Importantly, the increase

showcases that campaign spending limits were not binding once corporate contributions had been

banned. Consequently there was still room for individuals to offset the disappearance of corporate

contributions. Individual contributions post-reform account for 13.2 percent of the pre-reform

corporate contributions.

A natural question to ask is whether individuals affiliated with a firm that used to donate

meaningfully before the reform now experience an increase in both their propensity to donate and

the size of their contributions. This would be consistent with evidence showing that political activity

of CEOs might affect the donations made by employees (Babenko et al. 2020). We explore that

question in this section.14

4.1 Are Corporate Contributions Siphoned through Individuals?

We would like to evaluate whether individuals affiliated with a corporation with high levels of pre-

reform donations exhibit these two changes after the reform: (i) an increase in their likelihood

of donating; or (ii) an increase in their contribution amounts. To do so, we run the following

generalized difference-in-differences specification:

Yict = β0 + β1 logCorpCc,pre × Postt + µc + ηt + γXict + ϵict (1)

where Yict are either (log) contributions for an individual i affiliated with firm c at time t, or an

indicator for whether individual i affiliated with firm c made a contribution at time t, CorpCc,pre

are the pre-reform contributions of the company the individual is affiliated with, and Postt is an

14. It is important to note that even if the level of individual donations remains unchanged, it does not follow that a
reduction in corporate contributions implies a decline in corporate influence. If total contributions decline (and total
donations become more scarce), the value of the remaining contributions (made by individuals) will now be greater
for the recipient of those contributions and, thus, a reduction in contributions might still lead to no differences in
influence, i.e., the effect of the ban might have been influence-neutral. This means the level of individual contributions
is as important for understanding influence as its change is. For that reason, in Appendix B, we document the cross-
sectional relationship between individual donations and pre-reform corporate donations.
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indicator equal to one if the reform has already taken place and zero otherwise. Xict is a vector of

controls that can include size and other firm characteristics or past donor status. µc are company-

level fixed effects and ηt are year-level fixed effects. Estimates are clustered at the firm level.

Coefficients for lower-order terms logCorpCc,pre and Postt are absorbed by fixed effects and thus

omitted, unless stated otherwise.

In Table (2), we show estimates from Eq. (1). We first evaluate whether individuals are more

likely to become donors after the reform by virtue of being affiliated with a company with high pre-

reform contributions. Columns (1)–(5) show that, following the reform, individuals are between

20 and 46 basis points more likely to become donors for each log point in the size of corporate

donations made by their company of affiliation. These estimates are robust to controlling for size

or revenue (column (2)), assessing differences in treatment by size (column (3)), and controlling

flexibly by B3 listed status (column (4)), which provides evidence that size does not play a role in

our findings. In addition, our estimates include firm fixed effects to absorb fixed unobservable traits

of a firm. Our estimates are also similar if we weight by company assets (Appendix Table D.7) or

inversely weight by company assets (Appendix Table D.8).

Table 2: Effects of Ban on Individual Contributions and Donor Status

Donor Status (%) (log) Donations
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Post × Corporate Donations 2014 0.362∗∗∗ 0.425∗∗∗ 0.442∗∗∗ 0.463∗∗∗ 0.197∗∗∗ 0.043∗∗∗ 0.049∗∗∗ 0.052∗∗∗ 0.046∗∗∗ 0.025∗∗∗

(0.075) (0.079) (0.074) (0.171) (0.074) (0.008) (0.009) (0.008) (0.017) (0.008)
Post × Corp. Donations 2014 × Size -0.018 -0.002

(0.022) (0.002)
Post × Corp. Donations 2014 × B3 Listed -0.012 0.003

(0.167) (0.018)
Size -0.118 -0.106 -0.124 -0.270 -0.025 -0.023 -0.025 -0.039

(0.408) (0.414) (0.413) (0.471) (0.042) (0.043) (0.041) (0.048)
Revenue -0.345 -0.350 -0.344 -0.005 -0.022 -0.023 -0.022 0.009

(0.435) (0.456) (0.438) (0.440) (0.043) (0.043) (0.042) (0.045)
Individual Donor 2014 74.610∗∗∗ 6.889∗∗∗

(1.942) (0.177)
Individual Donations 2014 -0.488∗ 0.028

(0.257) (0.029)
N 18464 15137 15137 15137 15137 18464 15137 15137 15137 15137
R-Square 0.1062 0.1057 0.1058 0.1057 0.4077 0.1054 0.1078 0.1078 0.1078 0.4038
Firm FX Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Year FX Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Notes: This table reports estimates of the effects of the ban across firms with different pre-reform corporate contributions on the
size of individual contributions and donor status according to the panel specification in Equation (1). The dependent variables are
the logarithm of individual contributions or donor status in percentage terms by year and firm of affiliation. Single order terms for
B3 listed status and Corporate Donations 2014 are absorbed by firm fixed effects. ***,**, and * denote statistical significance at
the 1, 5, and 10 percent levels, respectively. Errors clustered at the firm level.

We can also evaluate whether individuals increase their contribution size following the reform

in proportion to contributions made pre-reform by their company of affiliation. In columns (6)–(10),
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we show that after the reform, individual donations increased by between 0.025 and 0.052 log points

for each log point in the size of corporate donations made by their company of affiliation. Again,

these effects are robust to different measures of size, including firm-level controls, using firm-level

fixed effects, accounting for differences in treatment by size, and flexibly accounting for B3 listing.

In Appendix Table (C.4), we observe results are stronger for owners and board members.

These estimates are of similar magnitude to the cross-sectional estimates we documented in

Appendix B, suggesting that the large differences in the number of individual donors between high-

contributing and low-contributing firms follows the reform. Despite this, as we will discuss later,

firms that were not donating heavily prior to the reform can comparatively benefit because the

increase in individual donations is not enough to offset the removal of corporate contributions.

Importantly, we note that the magnitudes presented in this section are a lower bound to the

potential ability of firms to siphon contributions through their affiliated individuals. This is because

campaign spending limits put in place in 2017 might have reduced the need for funding. In other

words, absent campaign spending limits, the siphoning of contributions due to incomplete campaign

finance reform might be greater. Nevertheless, we show in Section 5.3 that there is not a mismatch

between the expectations of investors in 2015 and the value generated through individual donations

in 2018. This suggests that, for purposes of analyzing the behavior of individual donations and the

value of the firm, these campaign spending limits are largely secondary to the ban on corporate

donations. We also provide evidence in Appendix E that campaign spending limits were largely not

binding for presidential, gubernatorial, and senate elections.

Potential endogeneity concerns arise if changes in individual contributions reflect differential

trends as a function of pre-reform corporate contributions. To alleviate those concerns, we present

estimates from an event study specification of Eq. (1) for the electoral years 2010, 2014, and 2018,

using both contributions and donor status as dependent variables. Results are shown in Figure (1).

While these strategies may not fully assuage all possible endogeneity concerns, for both dependent

variables, there are no discernible pre-trends prior to the passage of the reform. The evidence

presented in this subsection consistently indicates a strong pattern of substitution of corporate do-

nations with individual donations.
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Figure 1: Event Study Estimates on the Behavior of Individual Donations

Notes: This figure reports estimates of the effects of the ban across firms with different pre-reform corporate contributions on
the size of individual contributions and donor status according to an event study implementation of Equation (1). Panel A shows
estimates for size of individual donation. Panel B shows results for donor status. All estimates include firm fixed effects. The solid
vertical lines showcase the passage of the ban on corporate contributions. Errors, depicted by the dashed lines, are clustered at
the firm level. Confidence intervals at the 95% level.

5 Value Realignment from Corporate to Individual Contributions

In this section, we provide evidence that the value of campaign contributions to the firm shifts from

corporate to individual contributions following the reform. This analysis is important to determine

whether, by using individual contributions, the firm can offset potential losses arising from the

lost ability to make corporate contributions. To undertake this analysis, we rely mostly on event

study methodology as is standard in the finance literature (MacKinlay, 1997). For our purposes,

an advantage of using this methodology is that it aggregates investor decisions. We proceed in

three steps: (i) we focus on the value of individual and corporate contributions in 2014; (ii) we

re-evaluate the effect of individual contributions post-reform; and (iii) we assess the effects of the

ban on corporate contributions on the value of the firm.

We use cumulative abnormal returns as our dependent variable. In particular, we follow

MacKinlay (1997)’s approach to construct cumulative abnormal returns and to avoid the simultane-

ity problem inherent in estimating the expected value of the stock price from data that includes

its realized value. To do this, we divide our sample into an estimation window (the data we use to

predict the expected price of the stock) and an event window (the data we use to estimate the effect
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of the event on the price of the stock). Consistent with the literature (including MacKinlay 1997

and Claessens, Feijen, and Leaven 2008), the event window on which we perform the analysis is 41

business days (20 days prior to the event and 20 days after),15 and our estimation window is 120

business days immediately preceding the event window.16 The stock market data is obtained from

Brazil’s stock exchange B3 and excludes foreign firms (e.g., Apple). Following Claessens, Feijen,

and Leaven (2008), to calculate abnormal returns, we estimate a simple capital asset pricing model

(CAPM) imputing the market return from the BOVESPA market.

The general specification of the model is defined as follows:

CARit = β0 + β1Contributionsi,t + γXi,t−1 + ϵit (2)

where t is the electoral or reform year, CARit are the cumulative abnormal returns (CARs) for firm

i around the event window, Contributionsi,t are contributions made by the firm as a percentage

of its assets (hereinafter, normalized contributions), or by individuals affiliated with the firm, to

winning candidates, losing candidates, or both during the current election year (or the most recent

election year for the reform year), Xi,t−1 is a vector of firm-level controls, and ϵit is the error term.

Donations in Brazil are made to different candidates, including candidates at the presidential

level (1 position), gubernatorial level (27 positions), senators (3 senators per federal unit),17 and

deputies (513 positions) who serve a similar function to representatives in the US. In our analysis, we

focus on the election results for presidential, gubernatorial, and senate candidates, and we exclude

deputy and mayoral elections because their campaign spending prior to the reform exceeded the

campaign finance limits later codified by legislation in 201718 (see Appendix E). This would not

allow us to distinguish if the effects we are capturing are due to the change in spending limits or due

to the ban on corporate contributions. Moreover, campaign spending for presidential, gubernatorial,

and senate candidates never reached the limits, either before or after the reform.

15. The size of the event window depends on context. Too small event windows will underestimate effects that
accrue slowly. For example, Lee and Mas (2012), when evaluating the impact of unions on firms, use an event window
of months rather than days. Conversely, too large event windows may contaminate the estimates with other events.
Here, we follow Claessens, Feijen, and Leaven (2008)’s work in Brazil.
16. Estimation window needs to be large. For sufficiently large estimation window, results are not sensitive to

estimation window length. See Armitage (1995) and MacKinlay (1997).
17. While there are three senators per federal unit, elections are staggered. In any given campaign, only one or two

seats are contested.
18. Law 13.488/2017, supra.
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5.1 Do Contributions Create Value for the Firm?

Figure (2) shows that around the timing of the electoral win of Dilma Rousseff, stock prices for firms

that contributed to winning candidates increased sharply. More specifically, in Table (3), columns

(1) and (2), we estimate that the benefit of donating to a winning candidate is between 174 and

186 basis points for each percentage point (p.p.) increase in normalized corporate contributions. In

contrast, for individual contributions in 2014 (Table 3, columns (3) and (4)), that effect is almost

nonexistent, with a statistically insignificant effect of between −11 and 2 basis points for each p.p.

increase in normalized contributions.

Figure 2: CARs Surrounding the Timing of Presidential Elections in 2014

Notes: This figure depicts the average cumulative abnormal return (CAR) of the market around the 2014 elections. We use
elections for all different candidates running for presidential, gubernatorial, or senate positions. The solid line shows CARs for a
value-weighted portfolio of firms that donated to a winning candidate. The dashed line shows the performance of Bovespa, Brazil’s
benchmark index. The solid vertical lines showcase the timing when the presidential candidate winner was already expected to win
the election. In 2014, this was during the election day (close election).

In Figure (3), we show estimates for 2010 and 2018, in addition to 2014. In 2010, like in 2014,

individual contributions had little effect on firm value. It is only after the reform that individual

contributions start having a sizable effect on the value of the firm. One potential interpretation is

that the total amount of contributions is what matters for influence rather than their source (i.e.,

individual vs. corporate); hence, the different results for corporate and individual contributions

is driven by differences in their incidence. If that is the case, repeating our analysis using total

contributions prior to the reform – that is, using corporate + individual contributions in 2014 –
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should yield similar estimates to the ones we obtain using corporate contributions. In columns

(7)–(8) of Table (3), we show that this is not the case. Instead, adding individual contributions to

corporate contributions dampens their impact on CARs, which is what would happen if nonvaluable

contributions are included in the estimation.19 These results on the effects of total contributions

on firm CARs imply that the source of contributions matters.

Table 3: CARs of Firms with Corporate and Individual Donations to Political Candidates

Corporate Donations Individual Donations Total Donations
2014 2014 2018 2014

(1) (2) (3) (4) (5) (6) (7) (8)
Event Window: (−20,+20)
Corporate Donations to Winner (%) 173.91∗∗∗ 185.67∗∗∗

(34.97) (49.32)
Corporate Donations to Loser (%) -4.53∗∗∗ -7.18∗

(1.52) (3.72)
Individual Donations to Winner (%) 2.22 -10.98 178.90∗∗∗ 149.16∗∗∗

(11.09) (20.63) (56.08) (32.00)
Individual Donations to Loser (%) -15.56 -25.41∗∗ -25.57∗∗∗ -48.72∗∗∗

(11.73) (11.06) (7.69) (8.42)
Total Donations to Winner (%) 43.60 55.24

(44.87) (53.77)
Total Donations to Loser (%) -6.87 -11.19

(7.36) (9.77)
Size -3.15∗∗ -3.58∗∗ -1.87 -3.34∗∗

(1.57) (1.57) (2.56) (1.62)
Revenue 3.53∗∗∗ 3.97∗∗∗ -4.11 3.69∗∗∗

(1.34) (1.39) (3.46) (1.39)
N 228 228 228 228 207 207 228 228

Notes: This table reports estimates of the relationship between cumulative abnormal returns and contributions (as a percentage of
assets) made following Equation (2). The dependent variable is the cumulative abnormal return for a firm (in percent) calculated
using an event window of 20 business days before and 20 business days after the election following Claessens, Feijen, and Leaven
(2008). Columns (1) and (2) look at the relationship between CARs and corporate contributions in 2014 (pre-reform). Columns
(3) and (4) look at the relationship between CARs and individual contributions in 2014 (pre-reform). Columns (5) and (6) look at
the relationship between CARs and individual contributions in 2018 (post-reform). Columns (7) and (8) look at the relationship
between CARs and total contributions (individual plus corporate) in 2014 (pre-reform). Additional specifications are contained in
Tables (D.9) (D.10) and (D.11) in the Appendix. ***,**, and * denote statistical significance at the 1, 5, and 10 percent levels,
respectively. Robust errors are reported in parentheses.

These results not only indicate that corporate contributions to winning candidates provide a

quantifiable benefit to the firm. They also indicate that, prior to the ban, the benefits arising from

corporate contributions to political candidates outweighed the possibility of obtaining political

benefits through individual donations.20 This is because of the large difference in size between

19. This is both because the per dollar contribution is lower, and because adding irrelevant contributions is akin to
inducing measurement error, which bias estimates towards zero.
20. While the baseline estimates of the value of campaign donations presented above use aggregate donations to

winning and losing candidates for all elections, it is also possible to use the vote shares received by each candidate
to restrict our analysis to close elections. More specifically, the vote shares can be used as the running variable in
a regression discontinuity design (RDD) that focuses in companies and individuals that donated to candidates who
ended up winning in close elections, implicitly excluding contests that were somewhat anticipated. Overall, the RDD
yields qualitatively similar results but higher magnitudes, which is consistent with contributions being more valuable
in more competitive contests. See Appendix F.
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Figure 3: CARs of Firms with Individual Donations – Event Study Over Multiple Election Years

Notes: This figure reports estimates in an event study form for the relationship between cumulative abnormal returns and individual
contributions (as a percentage of assets) made following Equation (2) for electoral years 2010, 2014, and 2018. The dependent
variable is the cumulative abnormal return for a firm (in percent) calculated using an event window of 20 business days before and
20 business days after the election following Claessens, Feijen, and Leaven (2008). Complementary results and robustness in table
form reported in Tables (3) and (D.13). Robust errors are depicted by the dashed lines. Confidence intervals at the 95% level.

individual and corporate donations. If influence could still be retained at the arguably lower cost

of individual contributions (rather than at the cost of large corporate contributions), contributing

firms should benefit from the reform as obtaining influence becomes “cheaper.”

5.2 Does Influence Persist?

In Section 4, we documented that individuals increase their contributions following the ban. This

increase is even more pronounced on individuals who have the strongest ties to companies that used

to make large political contributions (like owners or board members, Appendix C). In light of this,

it is important to ask whether influence persists, despite the ban, through individual donations.

We perform the same analysis of Section 5.1, but now focusing on individual contributions

after the reform. In Figure (4), we see a sharp increase in the value of firms with large amounts of

affiliated individual donations to winning candidates, where affiliation stems from ownership, board

membership, or participation in management. Note that the sharp increase in firm value precedes

the election day. This is because Bolsonaro’s second round election win was not close, as Rousseff’s

was, and immediately after the release of post-first round polls, his probability of winning spiked.
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The first two polls that made clear the eventual electoral win of Bolsonaro were released on October

10 and October 18, 2018, which correspond to the two pre-election lines in Figure (4).21

Figure 4: CARs Surrounding the Timing of Presidential Elections in 2018

Notes: This figure depicts the average cumulative abnormal return (CAR) of the market around the 2018 elections. We use
elections for all different candidates running for presidential, gubernatorial, or senate positions. The solid line shows CARs for a
value-weighted portfolio of firms that donated to a winning candidate. The dashed line shows the performance of Bovespa, Brazil’s
benchmark index. The solid vertical lines showcase the timing when the presidential candidate winner was already expected to win
the election, which was at the dates of the release of the first two post-first round polls.

Return to Table (3) and compare the effect of individual donations on the value of the firm

for years 2014 (columns (3) and (4)) and 2018 (columns (5) and (6)). The effect moves from

close to zero in 2014 to between 149 and 179 basis points for each p.p. increase in normalized

contributions. This effect is comparable to the effect corporate contributions had in 2014 (columns

(1) and (2)), suggesting influence realigns from operating via corporate contributions to operating

through individual contributions. We can also see this visually in Figure (3), where estimates are

close to zero for years 2010 and 2014 but sharply jump in 2018, similar to what we observed with

the number of individual donors and the size of their donations (Figure 1).

Taken together the results thus far can be interpreted as indicating that the ban of corporate

contributions opened the door for individual contributions to become a viable channel to gain

21. In head-to-head pre-first round polls Haddad closely trailed Bolsonaro. For example, in the last poll pre-first
round Haddad polled at 43% of the vote, while Bolsonaro polled at 45%. By contrast, the first and second post-first
round polls had Bolsonaro leading Haddad 49% to 36% and 50% to 35%, respectively. See “Pesquisas Eleitorais,”
UOL Noticias (2018). For limited reference in English, see Lemon (2018) for Newsweek.

17



influence after the ban.

5.3 How Persistent Influence Affects Firm Value?

Finally, we evaluate the actual response of the stock market to the ban against: (i) the expected stock

market response based on the size of contributions; (ii) the stock market response based on corporate

contributions pre-reform; and (iii) the stock market response based on individual contributions

post-reform. This analysis addresses two questions: whether the value from making contributions

exceeded its cost to the firm; and whether the market expected individual contributions to increase,

and influence to persist, after the reform. To assess if investors’ expectations were in fact aligned

with the future contributions and future influence of the firm, it is necessary to contrast the market

response to the ban against the discounted present value of future cash flows.

5.3.1 Expected Value of the Reform

First, we evaluate the expected value of the reform. A ban on corporate contributions is not

necessarily adverse to the firm. The firm would experience a decline in value for any loss of influence

via corporate contributions, but it would also experience an increase in value by not spending

corporate resources and from additional channels of influence that are obtained post-reform (e.g.,

influence through individual contributions). If the present value of all the unspent contributions

plus the expected value of future influence through individual contributions exceeds the value of

influence through corporate donations, we might expect that the ban on corporate contributions

would increase rather than decrease the value of the firm. This analysis sheds light into whether

the corporate ban increased or decreased the value of the firm.

The expected benefit to the firm arising from the passage of the reform will be given by the

present value of all unspent corporate contributions, minus any benefits that might have accrued

from such contributions, plus any benefits accruing to the firm through the donations made by

individuals highly connected to the firm. We can state this formally:

NPV (Ban) = NPV (Unspent Corporate Contributions) (3)

−NPV (Political Connection from Corporate Contributions)

+NPV (Political Connection from Individual Contributions) + λ
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where the λ term can be interpreted as a shadow cost. This shadow cost will capture additional

mechanisms that are not observed to the econometrician. For example, firms might be compen-

sating for lost corporate contributions by making illegal caixa dois contributions22 or by increasing

compensation for managers and board members.23 In as much as backdoor channels are taking

place, the value of unspent corporate contributions will be lower and the realized value of the ban

should be lower than its expected value.

To obtain the net present value of unspent corporate contributions, we calculate a perpetuity

with payments every four years equal to the contributions made by the firm (as a percentage of

assets). To obtain the net present value of political connections arising from corporate contributions

or individual contributions: (i) we calculate a perpetuity with annual payments equal to Ac and

Ai, respectively, where these represent the net annual benefit to the firm from influence obtained

through donating to a winning candidate; and then (ii) we multiply the value of such perpetuity

by the probability of a dollar contributed going to the winning candidate.

We can derive Ac and Ai from the cumulative abnormal returns in Table (3): Ac and Ai are

the payments of a four-year annuity valued at CAR adjusted by 1− πW , where πW is the expected

winning probability of the winning candidate taken close to the election day. The reason for the

adjustment is that stock prices will have already incorporated part of the expected value of the

candidate winning. Formally, Ac and Ai solve:

CAR(Political Connection)

1− πW
= A+

A

1 + κ
+

A

(1 + κ)2
+

A

(1 + κ)3
(4)

where κ is the average cost of capital for the firm.

In Table (4) we show the results from this exercise and the values and sources for each pa-

rameter. The first thing to observe is that the annual benefits accruing to the firm from corporate

and individual donations, Ac and Ai, respectively, are not very dissimilar: The annual benefit from

corporate contributions for the average firm is 6.8 basis points, while that from individual contri-

butions is 5.3 basis points, only 22 percent lower. These annual benefits translate into a cash flow

stream with present value of 20.8 and 16.2 basis points. In contrast, the present value of corporate

contributions spent relative to the size of the firm accounts for 9.9 basis points, roughly half the

22. See footnote 6, supra.
23. We address this in Appendix G and find suggesting evidence that this might be indeed taking place.

19



value of the benefits. This indicates that the savings from not making future corporate contribu-

tions are not enough to offset losing benefits due to those contributions, let alone increase the value

for the firm. However, the sum of both the present value of future corporate contributions spent

and the benefits stemming from individual contributions compensates and exceeds the value of the

benefits lost to the ban. Specifically, the expected net benefit to the firm, according to Eq. (3), is

5.2 basis points.

Table 4: Expected Value of Corporate Ban According to Budget Equation

Value Definition Source

Panel A: Valuation Inputs

CARC 0.10% Cumulative abnormal returns from Tables 1 & 3
corporate contributions as % of assets

CARI 0.05% Cumulative abnormal returns from Tables 1 & 3
individual contributions as % of assets

CARBan 0.04% Cumulative abnormal returns after ban Table 1 & Figure 5
from corporate contributions as % of assets

πC
W 57.3% Winning probability for Carvahlo & Guimaraes (2018)

elected candidate in 2014

πI
W 70.0% Winning probability for Rapoza for Forbes (October 8, 2018)

elected candidate in 2018

ϕW 35.0% Proportion of contributions Table 1
going to winning candidate

κ 11.5% Weighted average cost of capital Ribeiro-Coutinho, Sheng,
& Ivanoff-Lora (2012)

Panel B: Intermediate Items
AC 6.8 bp Annual benefit from Solution to Eq. (4)

corporate donation to winner

AI 5.3 bp Annual benefit from Solution to Eq. (4)
individual donation to winner

NPV (Corporate Contributions) 9.9 bp Present value of contributions Contributions from Table 1
(1+κ)4−1

every four years

NPV (Payoff Corporate Contributions) 20.8 bp Present value of annual cash flows AC ϕW × AC
κ

times probability of candidate winning

NPV (Payoff Individual Contributions) 16.2 bp Present value of annual cash flows AI ϕW × AI
κ

times probability of candidate winning
Panel C: Value of Ban on Corporate Contributions

NPVRealized(Ban) 4.4 bp Value of ban from CAR CARBan

NPVExpected(Ban) 5.2 bp Value of ban estimated from cash flows Eq.(3) with λ = 0

λ 0.8 bp Shadow cost of ban NPVRealized −NPVExpected

Notes: This table lists inputs and outputs for Equation (3), their definition, source, and formula, if applicable. Panel A lists all
inputs. Panel B derives intermediate items including the net present value of cash flows. Panel C derives the expected value of the
ban and compares it against the realized value from previous empirical analysis.
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5.3.2 Shareholders’ Valuation of the Reform

We can assess if investors’ expectations were in fact aligned with the future contributions and future

influence of the firm documented in Subsection 5.3.1 by looking at the direct stock market response

to the ban.

Figure 5: CARs of Firms with Corporate Donations After Ban

Notes: This figure shows estimates of the relationship between cumulative abnormal returns and contributions (as a percentage of
assets) made following Equation (2). The dependent variable is the cumulative abnormal return for a firm (in percent) calculated
using an event window of 20 business days before and 20 business days after the Supreme Court ruling banning corporate contribu-
tions. Estimates reported are for, in order of appearance: (1) all firms (benchmark), (2) all firms with industry firm fixed effects;
(3) excluding firms in the energy sector; (4) excluding firms in the communications sector; (5) excluding firms in the construction
sector; and (6) excluding firms in the real estate sector. The benchmark point estimate is 62.90. Confidence intervals at the 95%
level.

In Figure (5), we show that, following the ban, firm value increases by around 62.9 basis points

for each p.p. increase in normalized contributions. This is close to 40 percent of the estimated

value obtained from influence through corporate contributions. It is important to remark that in

the months preceding the ban there was political turmoil involving the Brazilian national petroleum

company, Petrobras, several politicians including then President Dilma Rouseff, and industry lead-

ers – this is the well known Operation Car Wash scandal. Because of this, we urge the reader to

take these estimates with caution. Nevertheless, we attempt to mitigate concerns that the esti-

mates might be driven by specific industries directly affected by the scandal. More specifically, we

21



show estimates excluding industries with historical ties to corruption, namely energy, construction,

communications, and real estate. We also show estimates controlling for industry fixed effects.

All estimates are economically similar and statistically indistinguishable from our main estimate.

Furthermore, the timing of the increase in CARs in the event study in Figure (6), which compares

CARs for firms with donations in 2014 against firms that made no donations, mitigates the concern

that preexisting conditions are driving our estimates.

Figure 6: CARs Surrounding the Timing of the Ban on Corporate Contributions in 2015

Notes: This figure depicts the average cumulative abnormal return (CAR) of the market around the 2015 ban on corporate
contributions. The solid line shows CARs for firms whose total contributions in 2014 exceeded half a basis point of total assets.
The dashed line shows CARs for firms that made no contributions in 2014. The solid vertical line showcases the timing of the
Supreme Court ban on corporate contributions.

We would like to close this section by noting that the realized value of the ban is 15 percent below

the estimate we obtained in Section 5.3.1, which, if the market is efficient, might be interpreted as

evidence that caixa dois contributions or increases in executive compensation are eroding potential

gains from the ban. Nevertheless, both approaches point towards the conclusion that the ban did

increase the value of the firm, and that savings from unspent contributions and influence persisting

through individual donations are both important drivers behind this increase.
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6 Discussion: Which Legal Arguments in Support of Banning Cor-

porate Contributions Work?

In this section, we connect our findings with some of the broad intents or rationales behind the

design and implementation of campaign finance regulation.

Persistence of Influence. A back-of-the-envelope calculation shows that a meaningful amount

of influence persists. Using total corporate contributions in 2014 and total individual contributions

in 2018 from Table (1.A) and annual benefits for the firm in term of annuity values from Table

(4), we find that the persistence of influence due to individual contributions is an economically

meaningful 10.2 percent relative to the existing levels of influence before the implementation of the

ban.24 This effect is likely a lower bound, since the ability of individuals to siphon contributions

was limited to ten percent of their income. Still, despite this large effect stemming from a backdoor

in the policy change, the reform was fairly successful, bringing down influence by almost 90 percent.

Leveled Playing Field Across Firms. Another important concern is whether the shift from

influence through corporate contributions to influence through individual contributions leveled the

playing field between companies, presumably by making contributions more “affordable.” In other

words, are companies that did not benefit from corporate contributions before the ban obtaining

influence through individual donations after the ban?

We would like to test whether there are sizable changes in the influence these contributions

generate. In Figures (7) and (8) we show the effects of contributions for firms below and above

the median firm size. In 2014, corporate contributions yielded higher value for large firms, with

CARs jumping to around 10 basis points following the electoral victory of a candidate they had

contributed to. In contrast, for small firms, there was no meaningful effect during the election day,

and the CARs were largely negative during the event window. This would be consistent with larger

firms, which make the largest contributions, being the main beneficiaries from influence stemming

from political contributions.

24. The measure is obtained by taking the ratio of annual benefit times contributions for individual donations in
2018 over annual benefit times contributions for corporate donations in 2014. Recall that individual contributions
exerted no influence prior to the ban.
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Figure 7: CARs Surrounding the Timing of Presidential Elections in 2014 by Firm Size

Panel A: CARs for Firms with Above Median Assets

Panel B: CARs for Firms with Below Median Assets

Notes: This figure depicts the average cumulative abnormal return (CAR) of the market around the 2014 elections for large
(Panel A) and small (Panel B) firms. We use elections for all different candidates running for presidential, gubernatorial, or senate
positions. The solid line shows CARs for a value-weighted portfolio of firms that donated to a winning candidate. The dashed line
shows the performance of Bovespa, Brazil’s benchmark index. In Panel A, we restrict to firms above the median firm size. In Panel
B, we restrict to firms below the median firm size.
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Figure 8: CARs Surrounding the Timing of Presidential Elections in 2018 by Firm Size

Panel A: CARs for Firms with Above Median Assets

Panel B: CARs for Firms with Below Median Assets

Notes: This figure depicts the average cumulative abnormal return (CAR) of the market around the 2018 elections for large
(Panel A) and small (Panel B) firms. We use elections for all different candidates running for presidential, gubernatorial, or senate
positions. The solid line shows CARs for a value-weighted portfolio of firms that donated to a winning candidate. The dashed line
shows the performance of Bovespa, Brazil’s benchmark index. The solid vertical lines depict the dates of the release of the first
two post-first round polls. In Panel A, we restrict to firms above the median firm size. In Panel B, we restrict to firms below the
median firm size.
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Following the ban on corporate political donations, the patterns in which firms benefit the most

from making contributions flip. It is now smaller firms that benefit the most from contributions

made by their affiliated individuals. Taken together, these figures might suggest the ban had a

leveling effect on the participation of firms in the political process.

However, at this point, it is important to make two caveats. First, while CARs for large firms

(Figure 7.A) are statistically different than CARs for smaller firms (Figure 7.B) in 2014, we cannot

reject the null that CARs for small and large firms are different from each other in 2018. Second,

and more importantly, while the paradigm shift between 2014 and 2018 appears to be dramatic, we

cannot rule out that there is better alignment between small firms and Bolsonaro in 2018 than with

Rousseff in 2014. We believe the realignment of influence between small and large firms can benefit

from further research, especially in other settings with larger pools of firms and where alignment

between the winner of an election, or the ideology thereof, and firm size can be better controlled

for.

Shareholder Protection. During the litigation of Citizens United, the main argument espoused

by then Solicitor General and now Supreme Court Justice Elena Kagan in defense of a ban on

corporate contributions was the adverse effect it had on minority shareholders. There is a freedom

of speech argument in support of this position on the grounds that the firm may use funds to support

positions that are at odds with the views of shareholders.25 There is also an economic argument,

namely, that contributions made by the firm may not be economically beneficial to shareholders,

and in particular, to minority shareholders.

In Section 5.3.1, we documented that the reform increased the market valuation of firms. This

partly stemmed from reincorporating to the firm the expected present value of unspent future

contributions. But it also stemmed from incorporating the value of influence acquired through the

contributions made by individuals affiliated with the firm and hence not directly financed by the

firm itself. Thus, exclusively from a financial perspective, minority shareholders were adversely

affected by corporate contributions if such contributions did not provide sufficient influence for the

firm. As we described in the previous section, that was the case for smaller firms – smaller firms

25. The implications of this argument are broad and outside the scope of this paper. There is extensive legal
analysis on this subject. For reference, see Garner and Charles (2012).
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did not record any benefit from contributing to a winning candidate. For larger firms, the economic

side of the shareholder protection argument is less clear.

7 Conclusion

This paper studied the dynamics inherent in incomplete campaign finance reform, whereby cor-

porate contributions are banned but individual contributions are left unchecked. We find that

when banning corporate donations does not come hand-in-hand with binding limits on individual

contributions, loopholes arise that permit undue influence to persist. This is because corporate con-

tributions can be substituted by individual contributions, and because, after the reform, individual

contributions yield benefits to firms. These dynamics suggest that the proper implementation of

campaign finance reform must take into account reallocation of contributions from corporations to

individuals.

Still, there are large potential gains from incomplete campaign finance reform, as individuals’

ability to absorb part of the contributions formerly made by corporations is limited. This restricts

the cost of contributions to shareholders (i.e., shareholder protection argument) and allows for a

more leveled playing field across firms.
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A Detailed Data Construction

Our data comes from three main sources. The first set of data is obtained from the Comissão de

Valores Mobiliários (CVM) – officially translated as the Securities and Exchange Commission of

Brazil – which is Brazil’s main securities market authority. Companies registered with the CVM

must report data on ownership, management, board members, compensation, and key financial

metrics. Registration is required, for example, for companies with publicly listed shares in the

stock exchange, or with publicly traded debt instruments. Web scripts are designed such that, for

each company, for each year, all those different pieces of data are automatically collected. One time

per year is sufficient because these data are typically updated quarterly and in most cases there are

not great changes over the year.

Each company and individual has a national identifier which is fixed throughout time. The

identifier of a company is of different length to that of an individual. Moreover, all reports filed by

a given company are associated with its company identifier, and all individuals affiliated with the

company (e.g., owners or board members) can be identified by their individual identifier and linked

to the originator of the report, namely the company identifier. This provides a unique resource

to construct detailed company-level panel datasets, which can be linked to different datasets that

must report either the corporate or national identifiers.26 On average a company with over BRL$1

million assets has about 9 owners, and 14 board and management members. It is worth noting that

the same individual can at the same time be an owner, board member, or manager.

From the same website, we also collect board and management members’ compensation. This

data is available because companies registered with the CVM must disclose the average and the

maximum compensation for board and management members (although not the identities of the in-

dividuals receiving such compensation). Therefore, compensation is collected at the company level

but not at the individual level. However, recall that we know the identifiers of the individuals affili-

ated with the company. We use the maximum compensation of managers as an imperfect but plau-

sible measure of CEO compensation. Table (D.17) in the Appendix reports summary statistics on

26. Costa et al. (2016) use CVM filings to study Brazil’s regulation whereby executive compensation must be
disclosed.
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the compensation. Overall, board members earn substantially higher compensation. For instance,

in 2014 the average compensation for managers was BRL$232,895, while it was BRL$1,232,122

for board members. These figures increased for both groups from 2014 to 2018. The average

compensation for these two groups in 2018 was estimated at BRL$421,406 and BRL$2,116,566,

respectively.

In addition, we collect company-level attributes, including those that will allow us, among other

things, to add fixed effects for the company’s industry and for the state where the company is based.

We design scripts that, for each of the companies in the CVM, enter the identifier in a public registry

website, and automatically store the industry code and the state of the address. All companies follow

the same industry codes hierarchy, and thus allow for consistent industry classifications across years

and companies. The industry and state covariates are used in many of the empirical specifications.

We repeat this collection for the organizations identified in the donation dataset, to extract the

type of business and shareholders’ equity, which we use to distinguish for-profit companies from

other organizations (e.g., PACs, cooperatives).

The second dataset contains all individual and corporate campaign donations in Brazil. The

data is obtained from Brazil’s Electoral Commission (TSE).27 Each time an individual or company

makes a campaign donation (which can be made to a presidential candidate, to local government

officials, to congress, or to a committee), the donation amount, the identifier of the donor, and the

political party of the beneficiary has to be disclosed to the TSE. The data covers donation records

for the 2010, 2014, and 2018 general elections. As a consequence of these requirements, donation

records are not aggregated by donor but can be observed at the transaction level: that is to say, it

is possible to observe each of the candidates a given donor donates to, along with the corresponding

contribution. Such unusually rich data is critical to precisely measure the company and individual

shares of donations that are made to a winning candidate.

We complement this donation data with the results of the presidential and gubernatorial elec-

tions, also obtained from the TSE. Additionally we collect the votes shares in presidential and

gubernatorial elections obtained by the parties in the first round election (conditional on no runoff

election) and in the corresponding cases of runoff elections.

27. Ferraz and Finan (2017) also use data from the TSE to study changes in the pool of candidates running for
mayor, as well as campaign spending and donations.
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The national identifiers of the companies and the affiliated individuals in the CVM data are

used to link the donors in the TSE data. This allows us to observe, for each individual or company,

their campaign donations in 2014 and 2018. Data for 2010 is also collected and used primarily for

pre-trends specifications. In this paper we focus entirely on the pool of companies and individuals

in the CVM data. Future research should explore dynamics in a broader set of agents. However, we

show that companies in the CVM sample make substantially larger campaign contributions than

those not linked with the CVM. Not only do we expect the ban on corporate donations to be more

binding for this sample, but also the ban was presumably created in the first place precisely to

address the behavior of these companies.

The third dataset comes from Brazil’s stock exchange, B3, previously known as Bovespa.28 We

obtain daily stock prices at close of trading day for all publicly listed companies in Brazil. We use

the national identifiers to merge this pool of companies with those that are registered in the CVM.

In the few cases in which a company had several tickers, we used a daily volume-weighted average.

The benchmark market index, Bovespa, is obtained from Bloomberg.

B Cross-Sectional Relationship between Corporate and Individual

Donations

As we noted in Section 4, the level of individual donations can generate influence even if it re-

mains unchanged. That is because the value of the remaining contributions (which are made by

individuals) increases after the ban, as is shown in Section 5. This means that considering the

cross-sectional relationship between corporate and individual donations is important to shed light

into how influence can persist following the ban.

B.1 Empirical Specification

To analyze the cross-sectional relationship between individual donations and pre-reform corporate

donations, we exploit variation in cross-firm corporate donations prior to the reform. Our cross-

28. In 2008, the São Paulo Stock Exchange (Bovespa) and the Brazilian Mercantile and Futures Exchange (BM&F)
merged, creating BM&FBOVESPA. In 2017 it merged with the securities clearinghouse CETIP, and the name was
changed to B3. The total market capitalization of B3 is close to $4.7 trillion (BRL), which is about $1.1 trillion US
dollars as per B3 report dated December 2019.
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sectional specification takes the following form:

Yic,post = β0 + β1 logCorpCc,pre + γXic + ϵic (5)

where Yic,post are either (log) contributions for an individual i affiliated with firm c post-reform, or

an indicator for whether individual i affiliated with firm c made a contribution post-reform, and

CorpCc,pre are the pre-reform contributions of the company the individual is affiliated with. Xic is

a vector of controls that can include past donor status and firm characteristics such as size, revenue,

or listed on the B3 exchange. Standard errors are clustered at the firm level.

In Table (B.1), we find that the probability of an individual making a contribution in 2018

increases with the size of affiliated-firm pre-ban corporate donations. This effect persists after the

inclusion of controls. For each log point increase in corporate donations, the probability of an

individual (affiliated with the company) making a donation increases by between 25 and 40 basis

points with an increase of 37 basis points in our main specification (column (1)). The uncondi-

tional probability of an individual making a donation in 2014 was 6 percent. Controlling for size

and revenue leaves estimates unchanged (column (2)). In addition, column (3) tests whether the

relationship between donor status and 2014 corporate donations changes with firm size; it does not.

In column (4), in addition to controlling for firm size, we flexibly control for a firm being listed in

the B3 exchange, which does not alter our qualitative findings but reduces the magnitude of our

main effect by about a quarter. Finally, in column (5), we control for past donor status which again

does not alter our qualitative findings but reduces the magnitude of the effect by almost a third.

Similarly, we find that the size of an individual contribution in 2018 increases with the size of

affiliated-firm pre-ban corporate donations. This effect persists after the inclusion of controls. For

each log point increase in corporate donations, the size of an individual contribution increases by

between 0.029 and 0.047 log points with an increase of 0.043 log points in our main specification

(column (6)). Controlling for size and revenue leaves estimates virtually unchanged (column (7)).

In addition, column (8) tests whether the relationship between individual donation size and 2014

corporate donations changes with firm size; and again it does not. In column (9), in addition to

controlling for firm size, we flexibly control for a firm being listed in the B3 exchange, which again

does not alter our qualitative findings but reduces the magnitude of our main effect by about a
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third. Finally, in column (10), we control for past donor status which, as before, does not alter our

qualitative findings but reduces the magnitude of the effect by almost a third also.

These results combined indicate that companies that donated the most before the ban exhibit

a higher number of individuals donating, and those individuals make larger donations as well. In

Appendix Tables (C.2) and (C.3), we show that this relationship is stronger for old donors than

new donors, and for owners relative to non-owners, especially when these owners hold board or

management positions.

C Donations by Affiliation with Firm

In Table (C.2), we show that the size of the donations made by individuals in 2018 increases by 0.04

log points for each log point in the size of corporate donations made by their company of affiliation.

This effect persists after the inclusion of controls. The effect is stronger for old donors than new

donors, with the former increasing their donations by a rate of around 0.18 log points. These results

combined indicate that companies that donated the most before the ban exhibit a higher number

of individuals donating, and those individuals make larger donations as well.

To further examine why this pattern is occurring, we can look at the relationship between indi-

vidual donations, pre-ban corporate donations, and type of relationship with the firm. For instance,

the donor’s affiliation with a firm can be ownership, or membership on the board, or management.

In Table (C.3), we present coefficient estimates of the relationship between individual donations

and pre-ban corporate donations for different types of affiliation. From columns (1) and (2), we

can observe that, expectedly, ownership in the company is associated with a stronger relationship

between individual donations and pre-ban corporate donations, which is consistent with owners

having more to gain from a post-election political preferential treatment of their company. This

ownership effect is mostly driven by manager and board member owners. Columns (3)–(5) show

results for managers. For managers, an ownership stake in the firm correlates with a seven-fold

change in individual contributions. Managers with no stake in the company increase their indi-

vidual donations by the lowest amount overall. Columns (6)–(8) show results for board members.

Board members show a similar pattern to managers, with ownership associated with a four time in-
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crease in individual donations relative to non-owners. But different from managers, board members

with no ownership stake contribute twice what non-owners contribute, with contributions similar

in size to the average owner.

D Additional Summary Statistics and Robustness

Distribution of Assets: Figure C.1

Distribution of Vote Share: Figure C.2

Event Studies with Fixed Effects: Figure C.3

Additional Robustness on Post-Reform Individual Donations Weighting by Company

Assets: Tables D.5 & D.7

Additional Robustness on Post-Reform Individual Donations Inversely Weighting by

Company Assets: Tables D.6 & D.8

Additional Robustness on CARs of Firms with Fixed Effects D.9

Additional Robustness on CARs of Firms with Donations to Winning Candidate: Table

D.10

Additional Robustness on CARs of Firms with Donations to Losing Candidate: Table

D.11

Post-Reform Size of Individual Contributions: Table D.12. This table is the same as

Table (3) but including firm level controls as robustness.

CARs of Firms with Corporate and Individual Donations with Alternative Event Win-

dows: Table D.13. In this table, we report estimates of the relationship between cumulative

abnormal returns and contributions (as a percentage of assets) made following Equation (2), but
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using alternative event windows. We present estimates for event windows of: (1) one business day

before and one business day after the election, and (2) one business day before and five business

days after the election. These event windows are smaller than the common 20 business days before

and 20 business days after the election we mostly use throughout this paper (and that follows both

MacKinlay 1997 and Claessens, Feijen, and Leaven 2008).

Although with clear limitations, smaller event windows provide a valuable robustness for our

results. Both with (−1,+1) and (−1,+5) windows, we can observe the qualitative result we discuss

in Section 5.1 of the paper: namely, that following the reform the value for a firm (on a per dollar

basis) of having individual contributions made by its members is similar to the value for a firm

making corporate donations itself. Importantly, just like in our main analysis, individual donations

provided no value for the firm before the reform.

A limitation of using a smaller window is that it may not fully reflect the flow of information

into the markets. Information might be internalized before the election due to the impact of polls,

for example; or after the election because of insufficient information about how a candidate may

govern, how close are the ties between the elected candidate and the firm, and how those ties would

affect the firm in the long-run. In fact, there are prominent examples that this slow pricing of

information might take months rather than days (see, for example, Lee and Mas 2012). Because of

reasons like these, as we previously remarked in the paper, the objective of the paper has been to

document changes in behavior in the way donations are made, rather than assessing whether the

benefits stemming form campaign contributions are normatively meaningful.

E Campaign Spending Limits

In 2017, Brazil passed Law 13.488 which codified campaign spending limits where before they were

set by the TSE (Brazil’s Electoral Commission). In this section we provide evidence that: (i)

statutory campaign spending limits were substantially higher than individual donations prior and

following the 2015 ban on corporate contributions; and (ii) that, having a ban on corporate contri-

butions in place, the market did not perceive codifying campaign spending limits as meaningfully

affecting the valuations of high-contributing firms.

Table E.14 shows the statutory limits for 2018 as determined by Law 13.488 and disclosed by
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the TSE. Governor, senate, house, and municipal candidates have statutory limits which vary by

the electorate size in each state. Statutory limits for presidential candidates are fixed to BRL$ 70

million for the first round, and BRL$ 35 million for the second round.

We examine whether individual donations received by candidates were above or below the

spending limits. In order to do so, we use donation records obtained from the TSE (described in

Section 3) as follows. We aggregate individual donations at the candidate level (using the candidate

identifier). Each donation record also indicates the position type (e.g., governor, senator) and state

(e.g., Rio de Janeiro), which we use to merge with the spending limits (Table E.14).

Figure D.1 depicts candidate limits against their total donations received, together with the 45◦

line. Results for 2014 and 2018 elections are shown in Panel (A) and Panel (B), respectively. Each

circle represents a distinct candidate; and circles below the line denote total donations that do not

exceed the limit. We find that donations for presidential candidates (donation limits above BRL$

105 million) and other high-limit candidates are significantly below their 2018 campaign spending

limits, especially for donations made in 2018. This suggests that for a high-limit candidate: (i)

2018 spending limits were largely nonbinding; and (ii) following the ban on corporate contributions

the limits became less consequential. For small limit candidates, e.g., state legislators, donations

are closer to the limit. There are also a few local candidates that did receive donations exceeding

campaign limits.

Finally, we study the effect of the passage of the law on firms’ valuation in the stock market.

Table E.15 shows that the change in valuation following the passage of Law 13.488 was economically

insignificant, around 5 basis points for each p.p. increase in normalized contributions. This effect is

stable across specifications, and it is similar for both 2014 corporate and individual contributions,

but becomes more imprecise after the inclusion of fixed effects.

F Regression Discontinuity Analysis

In Section 5, we estimated the market reaction of corporate campaign contributions to winning

candidates using donation records to all national and sub-national candidates excluding deputies.

While event study estimates are informative for evaluating the underlying mechanics of the reform,

they can be misleading if taken as an estimate of the true effect of campaign contributions on
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the value of the firm. This is because an event study will capture only the information that

was not already priced in by the market. Quantifying the corporate returns to campaign finance

contribution is a different, if related, question that deserves its own careful economic and legal

study. Excellent studies are already available to the interested reader. For US estimates, we refer

the reader to the recent papers of Fowler, Garro, and Spenkuch (2020) and Akey (2015). The

former finds statistically insignificant effects of no more than 40 basis points on average. The latter

finds statistically significant increases of around 3%. For Brazil estimates, we refer the reader to

Boas, Hidalgo, and Richardson (2014), who find that donations to a winning candidate lead to a

boost in government contracts for public-work firms.

For completeness, we now provide estimates of the returns a firm experiences after the electoral

win of a supported candidate. To do so we use a regression discontinuity design using the vote shares

of presidential and gubernatorial candidates in the 2014 and 2018 elections.29 Similar to prior work

in the literature, our design exploits the fact that companies and affiliated individuals donated

to some candidates that won or lost in close elections.30 In particular, we estimate the following

specification:

CARc,j = β0 + β11(PreferredCandidateWins)j + β2V oteSharej (6)

+β31(PreferredCandidateWins)j × V oteSharej + ϵc,j

where c indexes the company that donates, j indexes the electoral candidate. V oteSharej is the

vote share of the preferred candidate. 1(PreferredCandidateWins)j is a dummy variable that

takes the value of one if the preferred candidate wins and zero otherwise. A candidate is considered

preferred by a firm if it received more donations from that firm than any other candidate.

Consistent with Akey (2015) we present estimates using (-1,+5) and (-1,+1) windows, which

give a closer measurement of the election day effect.31 The vote shares are constructed from the

sample of first round elections (conditional on no runoff elections) and runoff elections. Presumably,

29. We disregard donations to senators because there is no clear threshold in vote shares to get elected.
30. Lee and Mas (2012) describe additional methodological details on regression discontinuity designs in the context

of firm’s stock market returns. Our analysis is more closely related to Akey (2015). In addition, regression discontinuity
in vote shares has also been implemented, for instance, in Fowler, Garro, and Spenkuch (2020) using congress and
sub-national elections in the US, as well as Anagol and Fujiwara (2016) using mayoral elections in Brazil.
31. More information should be priced in by markets during election day in a close election than in non-close

elections.
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the market had already priced in the value of the contributions in slack elections, while there is a

more unanticipated effect in stock returns in the cases of close elections. Figure C.2 provides visual

evidence validating the vote share as a running variable for the regression discontinuity. There is

meaningful dispersion in the vote shares across candidates.

Table F16 presents our results. Before the ban on corporate contributions, the difference in

returns between a firm donating to a winning candidate vis-à-vis another donating to a losing candi-

date is around 4.6 and 4.9%. These estimates are closer in magnitude to the estimates documented

by Akey (2015) than to those reported in Fowler, Garro, and Spenkuch (2020), but we acknowledge

there are large differences between US and Brazil. In contrast, there is virtually no response from

donations made by individuals affiliated to a firm in 2014, although that effect appears to reverse in

2018 (still statistically insignificant), which is consistent with the main dynamics we have presented

throughout the paper.

G Donations through Executive Compensation?

If the markets are able to predict the shift in influence from corporate contributions to individual

contributions, it is worth exploring whether the firm was also aware of the shift and financed the

contributions through higher executive compensation. In other words, is executive compensation

increasing to circumvent the ban through individual donations?

We attempt to provide some evidence on this question in two ways. First, we show the firm-

level correlation between change in individual contributions and change in executive compensation.

Second, we make an attempt to establish causality by instrumenting the change in individual

contributions using the level of individual and corporate contributions in 2014, with the identifying

assumption being that contributions in 2014 do not affect compensation in 2018 through other

means than changes in individual contributions. This identifying assumption has obvious threats,

for example, higher contributions in 2014 are associated with higher benefits for the corporation if

donations are made to a winning candidate. To alleviate this concern we also include estimates for

corporations whose contributions were made to the losing candidate. We establish this relationship

as suggestive only and not as strong proof of a causal link between the two. Still, these findings

might suggest the need for further research on compensation and donation behavior.
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Table (G.18) shows the results. In columns (1)–(3), we show the results for CEO compensa-

tion, in (4)–(6) for average management compensation, and in (7)–(9) for average board member

compensation. For CEOs, there is a clear relationship between changes in individual donations

and change in compensation. Simple OLS estimates show that the elasticity of CEO compensation

and individual donations ranges from 0.17 to 0.19, meaning that a dollar increase in individual

donations is associated with 17 to 19 cents in CEO compensation. This effect is fairly stable even

after the inclusion of individual donations in 2014 as a control and also after instrumenting using

donations, both corporate and individual, in 2014. Effects on average manager compensation show

similar results, with elasticities ranging from 0.16 to 0.19, although the effects are not statistically

significant for the OLS specification with 2014 individual contributions as control (column (5)). For

board members the results are different. OLS estimates show elasticities close to zero (0.04 and

0.01), while the IV estimation increases that elasticity to 0.08, which is still half the effect seen for

managers.
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Appendix Figures and Tables

Figure C.1: Distribution of Assets

Notes: This figure plots the histogram of assets across firms. We compute the average assets per firm across all available years in
the data, and then compute the average. Magnitudes in million BRL. The peak at the right tail denotes that close to 20% of the
firms have assets above 5 billion BRL.
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Figure C.2: Distribution of Vote Shares

Notes: This figure plots the histogram of the votes shares in the 2010, 2014, and 2018 general elections. In particular, it includes
the vote shares obtained by presidential and gubernatorial candidates in the first round (conditional on no runoff) and the vote
shares in the corresponding runoff elections.
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Figure C.3: Event Study Estimates on the Behavior of Individual Donations

Panel A: Relationship Between Pre-Ban Corporate Contributions and Individual Contributions

Panel B: Relationship Between Pre-Ban Corporate Contributions and Individual Donor Status

Notes: This figure reports estimates of the effects of the ban across firms with different pre-reform corporate contributions on

the size of individual contributions and donor status according to an event study implementation of Equation (1). Panel A shows

estimates for size of individual donation. Panel B shows results for donor status. The solid vertical lines showcase the passage of

the ban on corporate contributions. Errors, depicted by the dashed lines, are clustered at the firm level. Confidence intervals at

the 95% level.
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Figure D.1: Donations to Candidates and Campaign Limits

Panel A: Donations to Candidates in 2014

Panel B: Donations to Candidates in 2018

Notes: Figure depicts the sum of individual donations received by each candidate against the candidate-level (based on state and
position) 2018 campaign spending limit. Each circle denotes a distinct candidate. The dotted line denotes the 45◦ line. Donations
and limits expressed in millions of BRL$.
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Table B.1: Cross Sectional Relationship between Post-Ban Individual Donor Status and Pre-Ban
Corporate Contributions

Donor Status (%) (log) Donations
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Corporate Donations 2014 0.373∗∗∗ 0.388∗∗∗ 0.401∗∗∗ 0.278∗∗ 0.252∗∗∗ 0.043∗∗∗ 0.046∗∗∗ 0.047∗∗∗ 0.029∗∗∗ 0.029∗∗∗

(0.079) (0.086) (0.081) (0.112) (0.078) (0.009) (0.010) (0.009) (0.011) (0.008)
Corp. Donations 2014 × Size -0.017 -0.001

(0.024) (0.003)
Corp. Donations 2014 × B3 Listed 0.135 0.021

(0.159) (0.017)
Size 0.057 0.079 0.080 0.082 0.004 0.006 0.007 0.007

(0.277) (0.268) (0.279) (0.258) (0.028) (0.027) (0.029) (0.026)
Revenue 0.116 0.097 -0.047 0.046 0.015 0.013 -0.006 0.007

(0.276) (0.275) (0.274) (0.269) (0.029) (0.028) (0.028) (0.028)
B3 Listed 1.374∗ 0.164∗∗

(0.826) (0.081)
Individual Donor 2014 19.504∗∗∗ 1.894∗∗∗

(2.714) (0.261)
Individual Donations 2014 1.547∗∗∗ 0.211∗∗∗

(0.335) (0.040)
N 25070 20310 20310 20310 20310 25070 20310 20310 20310 20310
R-Square 0.0064 0.0079 0.0080 0.0090 0.0591 0.0089 0.0113 0.0114 0.0133 0.0760

Notes: This table reports estimates of the relationship between pre-reform corporate contributions and the probability of making
a post-reform individual contribution according to Equation (5). The dependent variable is an indicator equal to 1 if the individual
made a donation in 2018 and 0 if they did not. Columns (2) and (4) control for firm characteristics, while columns (3) and (4)
control for characteristics of the donor. ***,**, and * denote statistical significance at the 1, 5, and 10 percent levels, respectively.
Errors clustered at the firm level.
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Table C.2: Cross Sectional Relationship between Post-Ban Individual Contributions and
Pre-Ban Corporate Contributions

(1) (2) (3) (4) (5) (6) (7) (8)
All All All All New Donor New Donor Old Donor Old Donor

Corporate Donations 2014 0.04∗∗∗ 0.04∗∗∗ 0.03∗∗∗ 0.03∗∗∗ 0.02∗∗∗ 0.02∗∗∗ 0.18∗∗∗ 0.19∗∗∗

(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.05) (0.05)
Individual Donations 2014 0.23∗∗∗ 0.24∗∗∗

(0.03) (0.03)
Size 0.02 0.02 0.02 0.06

(0.03) (0.03) (0.03) (0.21)
Revenue -0.01 -0.01 -0.01 -0.14

(0.03) (0.03) (0.03) (0.23)
N 12675 10542 12675 10542 12299 10235 376 307
R-Square 0.0069 0.0070 0.0411 0.0430 0.0037 0.0036 0.0551 0.0641

Notes: This table reports estimates of the relationship between pre-reform corporate contributions and the size of post-reform
individual contributions according to Equation (5). The dependent variable is the logarithm of the contributions made by an
individual in 2018. Columns (1) through (4) report estimates for all donors, i.e., not differentiating between new and old donors.
Columns (2) and (4) control for firm characteristics, while columns (3) and (4) control for characteristics of the donor. Columns
(5) and (6) report estimates for new donors only. Columns (7) and (8) report estimates for old donors only. Errors clustered at
the firm level.
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Table C.3: Cross Sectional Relationship between Post-Ban Individual Contributions and
Pre-Ban Corporate Contributions By Donor Affiliation with Firm

Owner Not Owner Management Management Management Board Board Board
All Owner Not Owner All Owner Not Owner

(1) (2) (3) (4) (5) (6) (7) (8)
Corporate Donations 2014 0.05∗∗ 0.02∗∗∗ 0.03∗∗∗ 0.15∗∗ 0.02∗∗ 0.07∗∗∗ 0.16∗∗∗ 0.04∗∗∗

(0.02) (0.01) (0.01) (0.07) (0.01) (0.02) (0.06) (0.01)
Individual Donations 2014 0.29∗∗∗ 0.19∗∗∗ 0.24∗∗∗ 0.38∗∗∗ 0.20∗∗∗ 0.28∗∗∗ 0.43∗∗∗ 0.22∗∗∗

(0.06) (0.03) (0.05) (0.14) (0.05) (0.04) (0.09) (0.04)
N 2470 10205 6484 246 6238 4927 489 4438
R-Square 0.0621 0.0289 0.0383 0.1264 0.0281 0.0754 0.1681 0.0493

Notes: This table reports estimates of the relationship between pre-reform corporate contributions and the size of post-reform
individual contributions according to Equation (5) by donor’s relationship with the firm. The dependent variable is the logarithm
of the contributions made by an individual in 2018. Columns (1) and (2) report estimates for all individuals with and without an
ownership stake in the firm, respectively. Column (3) reports estimates for management. Columns (4) and (5) report estimates for
management with and without an ownership stake in the firm, respectively. Column (6) reports estimates for members of the board.
Columns (7) and (8) report estimates for members of the board with and without an ownership stake in the firm, respectively.
Errors clustered at the firm level.
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Table C.4: Effects of Ban on Individual Contributions By Donor Affiliation with Firm

Owner Not Owner Management Board
(1) (2) (3) (4)

1. Dependent Variable: (log) Donations
Post × Corporate Donations 2014 0.07∗∗ 0.03∗ 0.04∗∗ 0.10∗∗∗

(0.03) (0.01) (0.02) (0.03)
2. Dependent Variable: Donor Status (%)
Post × Corporate Donations 2014 0.54∗ 0.22 0.32∗∗ 0.88∗∗∗

(0.30) (0.14) (0.15) (0.26)
N 2400 6518 4255 3119
R-Square 0.2614 0.1687 0.2288 0.2717
Year FX Yes Yes Yes Yes
Firm FX Yes Yes Yes Yes

Notes: This table reports estimates of the effects of the ban across firms with different pre-reform corporate contributions on
the size of individual contributions and donor status according to the panel specification in Equation (1) separating by donor’s
relationship with the firm. The dependent variables are the logarithm of individual contributions or donor status in percentage
terms by year and firm of affiliation. Errors clustered at the firm level.
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Table D.5: Cross Sectional Relationship between Post-Ban Individual Donor Status and Pre-Ban
Corporate Contributions - Robustness Reweighting by Size

Donor Status (%) (log) Donations
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Corporate Donations 2014 0.383∗∗∗ 0.390∗∗∗ 0.602∗∗∗ 0.275∗∗ 0.252∗∗∗ 0.046∗∗∗ 0.046∗∗∗ 0.075∗∗∗ 0.029∗∗ 0.029∗∗∗

(0.097) (0.097) (0.220) (0.118) (0.086) (0.011) (0.011) (0.025) (0.012) (0.009)
Corporate Donations 2014 × Size -0.078 -0.010∗

(0.048) (0.005)
Corporate Donations 2014 × B3 Listed 0.131 0.021

(0.168) (0.018)
Size -0.473 -1.930∗∗∗ -0.492 -0.389 -0.055 -0.200∗∗∗ -0.057 -0.045

(0.411) (0.427) (0.409) (0.355) (0.042) (0.042) (0.042) (0.036)
Revenue 0.356 0.833∗ 0.156 0.262 0.043 0.090∗∗ 0.018 0.032

(0.344) (0.452) (0.335) (0.323) (0.035) (0.045) (0.034) (0.033)
B3 Listed 1.800∗∗ 0.212∗∗

(0.884) (0.086)
Individual Donor 2014 19.184∗∗∗ 1.867∗∗∗

(2.893) (0.276)
Individual Donations 2014 1.542∗∗∗ 0.211∗∗∗

(0.332) (0.039)
N 22000 20310 11892 20310 20310 22000 20310 11892 20310 20310
R-Square 0.0071 0.0076 0.0176 0.0091 0.0594 0.0103 0.0111 0.0224 0.0134 0.0765

Notes: This Table replicates Table (B.1), weighting observations by company assets.
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Table D.6: Cross Sectional Relationship between Post-Ban Individual Donor Status and Pre-Ban
Corporate Contributions - Inversely Reweighting by Size

Donor Status (%) (log) Donations
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Corporate Donations 2014 0.435∗∗∗ 0.402∗∗∗ 0.410∗∗∗ 0.274∗∗ 0.266∗∗∗ 0.049∗∗∗ 0.047∗∗∗ 0.048∗∗∗ 0.028∗∗∗ 0.030∗∗∗

(0.073) (0.077) (0.081) (0.110) (0.071) (0.008) (0.009) (0.009) (0.010) (0.008)
Corporate Donations 2014 × Size 0.016 0.002

(0.021) (0.002)
Corporate Donations 2014 × B3 Listed 0.176 0.026∗

(0.149) (0.016)
Size 0.361 0.350 0.404∗ 0.351 0.039∗ 0.037∗ 0.044∗∗ 0.038∗

(0.219) (0.218) (0.220) (0.220) (0.022) (0.021) (0.022) (0.022)
Revenue 0.012 0.024 -0.134 -0.049 0.002 0.004 -0.017 -0.004

(0.236) (0.236) (0.239) (0.235) (0.024) (0.024) (0.024) (0.024)
B3 Listed 1.164 0.141∗

(0.838) (0.082)
Individual Donor 2014 19.793∗∗∗ 1.917∗∗∗

(2.716) (0.264)
Individual Donations 2014 1.555∗∗∗ 0.212∗∗∗

(0.368) (0.043)
N 22000 20310 20310 20310 20310 22000 20310 20310 20310 20310
R-Square 0.0087 0.0099 0.0100 0.0111 0.0599 0.0117 0.0136 0.0138 0.0159 0.0768

Notes: This Table replicates Table (B.1), inversely weighting observations by company assets.
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Table D.7: Effects of Ban on Individual Contributions - Robustness Reweighting by Size

Donor Status (%) (log) Donations
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Post × Corporate Donations 2014 0.405∗∗∗ 0.418∗∗∗ 0.483∗∗∗ 0.486∗∗ 0.186∗∗ 0.047∗∗∗ 0.048∗∗∗ 0.056∗∗∗ 0.049∗∗ 0.023∗∗∗

(0.083) (0.086) (0.087) (0.189) (0.080) (0.009) (0.009) (0.010) (0.020) (0.009)
Post × Corporate Donations 2014 × Size -0.035 -0.004

(0.029) (0.003)
Post × Corporate Donations 2014 × B3 Listed -0.000 0.003

(0.184) (0.020)
Size 0.302 0.330 0.295 0.267 0.013 0.017 0.013 0.010

(0.470) (0.476) (0.476) (0.538) (0.048) (0.048) (0.048) (0.055)
Revenue -0.607 -0.627 -0.610 -0.421 -0.043 -0.045 -0.042 -0.027

(0.471) (0.473) (0.475) (0.454) (0.046) (0.046) (0.046) (0.046)
Individual Donor 2014 74.656∗∗∗ 6.840∗∗∗

(2.201) (0.176)
Individual Donations 2014 -0.638∗∗ 0.018

(0.294) (0.031)
N 16274 15137 15137 15137 15137 16274 15137 15137 15137 15137
R-Square 0.1031 0.1032 0.1033 0.1032 0.4011 0.1037 0.1047 0.1048 0.1047 0.3951
Firm FX Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Year FX Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Notes: This Table replicates Table (2), weighting observations by company assets.
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Table D.8: Effects of Ban on Individual Contributions - Inversely Reweighting by Size

Donor Status (%) (log) Donations
(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Post × Corporate Donations 2014 0.477∗∗∗ 0.446∗∗∗ 0.446∗∗∗ 0.468∗∗∗ 0.227∗∗∗ 0.055∗∗∗ 0.052∗∗∗ 0.052∗∗∗ 0.045∗∗∗ 0.029∗∗∗

(0.072) (0.074) (0.076) (0.165) (0.070) (0.008) (0.008) (0.008) (0.016) (0.008)
Post × Corporate Donations 2014 × Size -0.004 -0.001

(0.023) (0.003)
Post × Corporate Donations 2014 × B3 Listed -0.034 0.004

(0.158) (0.016)
Size -0.189 -0.186 -0.188 -0.373 -0.031 -0.031 -0.030 -0.048

(0.407) (0.407) (0.404) (0.433) (0.042) (0.042) (0.041) (0.044)
Revenue -0.294 -0.295 -0.297 0.117 -0.019 -0.019 -0.019 0.019

(0.440) (0.442) (0.438) (0.445) (0.043) (0.043) (0.042) (0.043)
Individual Donor 2014 74.597∗∗∗ 6.954∗∗∗

(1.886) (0.210)
Individual Donations 2014 -0.266 0.044

(0.240) (0.029)
N 16274 15137 15137 15137 15137 16274 15137 15137 15137 15137
R-Square 0.1093 0.1094 0.1094 0.1094 0.4172 0.1115 0.1123 0.1123 0.1124 0.4163
Firm FX Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Year FX Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Notes: This Table replicates Table (2), inversely weighting observations by company assets.
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Table D.9: CARs of Firms with Corporate and Individual Donations to Political Candidates –
Fixed Effects Robustness

Corporate Donations Individual Donations
2014 2014 2018

(1) (2) (3) (4) (5) (6)
Event Window: (−20,+20)
Panel A: No Fixed Effects
Corporate Donations to Winner (%) 173.91∗∗∗ 185.67∗∗∗

(34.97) (49.32)
Corporate Donations to Loser (%) -4.53∗∗∗ -7.18∗

(1.52) (3.72)
Individual Donations to Winner (%) 2.22 -10.98 178.90∗∗∗ 149.16∗∗∗

(11.09) (20.63) (56.08) (32.00)
Individual Donations to Loser (%) -15.56 -25.41∗∗ -25.57∗∗∗ -48.72∗∗∗

(11.73) (11.06) (7.69) (8.42)
Size -3.15∗∗ -3.58∗∗ -1.87

(1.57) (1.57) (2.56)
Revenue 3.53∗∗∗ 3.97∗∗∗ -4.11

(1.34) (1.39) (3.46)
State FX No No No No No No
Industry FX No No No No No No
N 228 228 228 228 207 207
Panel B: Fixed Effects
Corporate Donations to Winner (%) 226.06∗∗∗ 256.36∗∗∗

(57.45) (71.78)
Corporate Donations to Loser (%) -3.67∗ -9.19∗∗

(2.09) (4.49)
Individual Donations to Winner (%) 9.07 -19.63 260.17∗∗∗ 274.75∗∗∗

(21.42) (26.74) (58.23) (103.08)
Individual Donations to Loser (%) -5.23 -15.84 -41.86∗∗∗ -72.68∗∗∗

(16.11) (15.29) (12.87) (20.72)
Size -4.55∗∗ -4.52∗∗ 0.80

(2.08) (2.00) (3.85)
Revenue 4.63∗∗∗ 4.83∗∗∗ -8.04∗

(1.76) (1.79) (4.25)
State FX Yes Yes Yes Yes Yes Yes
Industry FX Yes Yes Yes Yes Yes Yes
N 210 210 210 210 186 186

Notes: This table reports estimates of the relationship between cumulative abnormal returns and contributions (as a percentage of
assets) made following Equation (2). The dependent variable is the cumulative abnormal return for a firm (in percent) calculated
using an event window of 20 business days before and 20 business days after the election following Claessens, Feijen, and Leaven
(2008). Columns (1) and (2) look at the relationship between CARs and corporate contributions in 2014 (pre-reform). Columns
(3) and (4) look at the relationship between CARs and individual contributions in 2014 (pre-reform). Columns (5) and (6) look at
the relationship between CARs and individual contributions in 2018 (post-reform). ***,**, and * denote statistical significance at
the 1, 5, and 10 percent levels, respectively. Robust errors are reported in parentheses.
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Table D.10: CARs of Firms with Donations to Winning Candidate in 2014

(1) (2) (3) (4) (5) (6)
Event Window: (−20,+20)
Corporate Donations (%) 113.09∗∗∗ 101.20∗∗ 184.32∗∗∗ 143.32∗∗∗

(41.55) (40.51) (40.86) (49.42)
Individual Donations (%) -6.83 -22.41 -43.78∗∗∗ -88.19∗∗∗

(16.11) (27.76) (14.71) (23.10)
Corporate × Individual Donations 35.26 383.75∗∗

(141.97) (184.20)
Size -2.32 -3.08∗∗ -3.63∗∗

(1.54) (1.55) (1.57)
Revenue 3.01∗∗ 3.50∗∗ 4.07∗∗∗

(1.49) (1.40) (1.45)
N 228 228 228 228 228 228
R-Square 0.0090 0.0269 0.0003 0.0229 0.0171 0.0447

Notes: This table reports estimates of the relationship between cumulative abnormal returns and contributions (as a percentage of
assets) made following Equation (2) when the candidate receiving the contributions wins. The dependent variable is the cumulative
abnormal return for a firm (in percent) calculated using an event window of 20 business days before and 20 business days after the
election. Columns (1) and (2) look at the relationship between CARs and corporate contributions in 2014 (pre-reform). Columns
(3) and (4) look at the relationship between CARs and individual contributions in 2014 (pre-reform). Columns (5) and (6) look at
the relationship between CARs and the interaction of corporate and individual contributions in 2014 (pre-reform). Robust errors
are reported in parentheses. *,**, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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Table D.11: CARs of Firms with Donations to Losing Candidate in 2014

(1) (2) (3) (4) (5) (6)
Event Window: (−20,+20)
Corporate Donations (%) 0.04 -1.97 2.50 1.75

(2.18) (3.89) (1.52) (2.71)
Individual Donations (%) -15.01 -27.35∗∗ -11.46 -17.09

(11.04) (12.23) (16.06) (14.86)
Corporate × Individual Donations -6.89 -13.40∗∗

(5.00) (5.33)
Size -2.92∗ -3.42∗∗ -3.78∗∗

(1.59) (1.43) (1.64)
Revenue 3.38∗∗ 3.87∗∗∗ 4.29∗∗∗

(1.41) (1.38) (1.45)
N 228 228 228 228 228 228
R-Square 0.0000 0.0211 0.0038 0.0310 0.0058 0.0366

Notes: This table reports estimates of the relationship between cumulative abnormal returns and contributions (as a percentage of
assets) made following Equation (2) when the candidate receiving the contributions loses. The dependent variable is the cumulative
abnormal return for a firm (in percent) calculated using an event window of 20 business days before and 20 business days after the
election. Columns (1) and (2) look at the relationship between CARs and corporate contributions in 2014 (pre-reform). Columns
(3) and (4) look at the relationship between CARs and individual contributions in 2014 (pre-reform). Columns (5) and (6) look at
the relationship between CARs and the interaction of corporate and individual contributions in 2014 (pre-reform). Robust errors
are reported in parentheses. *,**, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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Table D.12: Effects on Size of Individual Contributions By Donor Relationship with the Firm

Owner Not Owner Management Management Management Board Board Board
All Owner Not Owner All Owner Not Owner

(1) (2) (3) (4) (5) (6) (7) (8)
Corporate Donations 2014 0.05∗∗ 0.02∗∗ 0.03∗∗∗ 0.09 0.02∗∗ 0.06∗∗∗ 0.15∗∗∗ 0.03∗∗∗

(0.02) (0.01) (0.01) (0.07) (0.01) (0.02) (0.05) (0.01)
Individual Donations 2014 0.31∗∗∗ 0.20∗∗∗ 0.28∗∗∗ 0.49∗∗∗ 0.23∗∗∗ 0.29∗∗∗ 0.43∗∗∗ 0.23∗∗∗

(0.06) (0.04) (0.07) (0.16) (0.06) (0.05) (0.10) (0.05)
Size 0.11∗∗ -0.01 -0.02 -0.06 -0.01 -0.01 0.17 -0.00

(0.06) (0.02) (0.02) (0.13) (0.02) (0.03) (0.14) (0.03)
Revenue -0.06 0.02 0.03 0.23 0.02 0.04 -0.00 0.04

(0.06) (0.02) (0.02) (0.17) (0.02) (0.03) (0.13) (0.03)
N 2084 8458 5419 178 5241 3942 378 3564
R-Square 0.0723 0.0302 0.0454 0.1592 0.0322 0.0780 0.1895 0.0501

Notes: This table is the same as Table (3) but with firm-level controls. It reports estimates of the relationship between pre-reform
corporate contributions and the size of post-reform individual contributions according to Equation (5) by donor’s relationship with
the firm. The dependent variable is the logarithm of the contributions made by an individual in 2018. Columns (1) and (2)
report estimates for all individuals with and without an ownership stake in the firm, respectively. Column (3) reports estimates for
management. Columns (4) and (5) report estimates for management with and without an ownership stake in the firm, respectively.
Column (6) reports estimates for members of the board. Columns (7) and (8) report estimates for members of the board with and
without an ownership stake in the firm, respectively. Errors clustered at the firm level and reported in parentheses. *,**, and ***
indicate significance at the 10%, 5%, and 1% levels, respectively.
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Table D.13: CARs of Firms with Corporate and Individual Donations
– Alternative Event Windows

Corporate Donations Individual Donations
2014 2014 2018

(1) (2) (3) (4) (5) (6)
Event Window: (-1,+1) (-1,+5) (-1,+1) (-1,+5) (-1,+1) (-1,+5)
Corporate Donations to Winner (%) 22.28 52.23∗∗

(24.80) (26.04)
Corporate Donations to Loser (%) -2.89∗∗ -2.22

(1.29) (3.72)
Individual Donations to Winner (%) -20.39∗∗ -9.62 30.46∗∗∗ 69.37∗∗∗

(8.12) (20.63) (6.08) (20.69)
Individual Donations to Loser (%) -1.31 -3.05 -4.19∗∗∗ -12.05∗∗∗

(7.94) (9.24) (1.00) (8.42)
Size -1.52∗∗∗ -1.94∗∗∗ -1.61∗∗ -2.05 0.010 -0.50

(0.53) (0.70) (0.55) (0.72) (0.284) (0.56)
Revenue 1.81∗∗∗ -1.82∗∗∗ 1.89∗∗∗ 1.92 0.070 0.16

(0.65) (0.67) (0.67) (0.70) (0.392) (0.76)
State FX No No No No No No
Industry FX No No No No No No
N 228 228 228 228 207 207

Notes: This table reports estimates of the relationship between cumulative abnormal returns and contributions (as a percentage
of assets) made following Equation (2) using alternative event windows. The dependent variable is the cumulative abnormal return
for a firm (in percent). Columns (1) and (2) look at the relationship between CARs and corporate contributions around the 2014
election; Columns (3) and (4) look at the relationship between CARs and individual contributions around the 2014 election; and
Columns (5) and (6) look at the relationship between CARs and individual contributions around the 2018 election. Columns (1),
(3), and (5) use an event window of one business day before and one business day after the election, while Columns (2), (4), and (6)
use an event window of one business day before and five business days after the election. Robust errors are reported in parentheses.
*,**, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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Table E.14: Campaign Spending Limits by State and Type of Candidate

Expenditures Limits by Candidate (BRL$, millions)
State Electorate (thousands) Governor Senate House Municipal
AC 548 4.2 2.5 2.5 1.0
AL 2,188 8.4 3.0 2.5 1.0
AM 2,426 8.4 3.0 2.5 1.0
AP 512 4.2 2.5 2.5 1.0
BA 10,389 21.0 4.2 2.5 1.0
CE 6,343 13.65 3.5 2.5 1.0
DF 2,086 8.4 3.0 2.5 1.0
ES 2,755 8.4 3.0 2.5 1.0
GO 4,452 13.65 3.5 2.5 1.0
MA 4,536 13.65 3.5 2.5 1.0
MG 15,706 21.0 4.2 2.5 1.0
MS 1,878 7.35 2.5 2.5 1.0
MT 2,331 8.4 3.0 2.5 1.0
PA 5,497 13.65 3.5 2.5 1.0
PB 2,866 8.4 3.0 2.5 1.0
PE 6,572 13.65 3.5 2.5 1.0
PI 2,355 8.4 3.0 2.5 1.0
PR 7,975 13.65 3.5 2.5 1.0
RJ 12,411 21.0 4.2 2.5 1.0
RN 2,373 8.4 3.0 2.5 1.0
RO 1,176 7.35 2.5 2.5 1.0
RR 331 4.2 2.5 2.5 1.0
RS 8,358 13.65 3.5 2.5 1.0
SC 5,071 13.65 3.5 2.5 1.0
SE 1,572 7.35 2.5 2.5 1.0
SP 33,037 31.5 5.6 2.5 1.0
TO 1,040 7.35 2.5 2.5 1.0

Notes: This table shows campaign spending limits for governor, senate, house, and municipal candidates, as determined in Law
13.488. Electorate size expressed in thousands of individuals. Spending limits are expressed in BRL$ millions. Limits for governor
candidates include both first and runoff elections. Limits for presidential candidates do not vary by state and are therefore excluded
from the table; presidential limits are BRL$ 70 million for the first round, and BRL$ 35 million for the runoff.
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Table E.15: CARs of Firms with Corporate and Individual Donations After Law 13.488/2017

(1) (2) (3) (4) (5) (6) (7) (8)
Event Window: (−20,+20)
Panel A: No Fixed Effects
Corporate Donations (%) 5.59∗∗∗ 5.42∗∗ 4.28∗∗∗ 3.57∗

(1.55) (2.63) (1.48) (2.11)
Individual Donations (%) 4.33 4.48 5.07 5.00

(6.52) (6.62) (6.35) (6.53)
Corporate Donor = 1 1.21 1.77

(1.51) (1.53)
Individual Donor = 1 -1.81 -1.07

(1.54) (1.52)
Size 0.81 0.92 0.80 0.76

(0.66) (0.69) (0.64) (0.65)
Revenue -1.24∗∗ -1.37∗∗ -1.25∗∗ -1.13∗

(0.63) (0.65) (0.63) (0.64)
State FX No No No No No No No No
Industry FX No No No No No No No No
N 202 202 202 202 202 202 202 202
R-Square 0.0048 0.0224 0.0071 0.0272 0.0040 0.0222 0.0121 0.0247
Panel B: Fixed Effects
Corporate Donations (%) 5.02 3.03 6.91 4.27

(3.67) (4.82) (4.23) (5.38)
Individual Donations (%) -11.65 -11.58 -9.14 -9.98

(10.15) (9.58) (11.04) (10.34)
Corporate Donor = 1 -2.48 -1.38

(3.14) (3.05)
Individual Donor = 1 -2.69 -1.74

(2.04) (2.17)
Size 0.95 0.93 0.76 0.66

(0.97) (0.96) (0.96) (1.02)
Revenue -1.60∗ -1.53∗ -1.51 -1.31

(0.92) (0.90) (0.92) (1.01)
State FX Yes Yes Yes Yes Yes Yes Yes Yes
Industry FX Yes Yes Yes Yes Yes Yes Yes Yes
N 183 183 183 183 183 183 183 183
R-Square 0.2802 0.3010 0.2849 0.3023 0.2822 0.3051 0.2936 0.3095

Notes: This table reports estimates of the relationship between cumulative abnormal returns and contributions (as a percentage of
assets) made following Equation (2). The dependent variable is the cumulative abnormal return for a firm (in percent) calculated
using an event window of 20 business days before and 20 business days after the passage of Law 13.488/2017 codifying campaign
spending limits. Columns (1) through (4) look at the relationship between CARs and corporate contributions around the reform.
Columns (5) through (8) look at the relationship between CARs and individual contributions around the passage of the law. Robust
errors are reported in parentheses. *,**, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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Table F16: RD Estimates of CARs Following Electoral Win of Supported Candidate

Corporation Donates Individual Donates
2014 2014 2018

(1) (2) (3) (4) (5) (6)
Event Window: (−1,+1) (−1,+5) (−1,+1) (−1,+5) (−1,+1) (−1,+5)
1(Preferred Candidate Wins) 0.046∗ 0.049∗∗ -0.001 -0.055 0.014 0.017

(0.025) (0.022) (0.027) (0.115) (0.030) (0.048)
N 175 175 202 202 215 215

Notes: This table reports regression discontinuity estimates of the effect of a supported politician rising to office after winning
a close election on cumulative abnormal returns (CARs). The dependent variable is the cumulative abnormal return for a firm
calculated using event windows of one business day before and either one of five business days after the election, similar to Akey
(2015). Columns (1) and (2) look at the relationship between CARs and corporate contributions in 2014 (pre-reform). Columns
(3) and (4) look at the relationship between CARs and individual contributions in 2014 (pre-reform). Columns (5) and (6) look
at the relationship between CARs and individual contributions in 2018 (post-reform). Additional specifications are contained in
Tables (D.10) and (D.11) in the Appendix. Robust errors are reported in parentheses. *,**, and *** indicate significance at the
10%, 5%, and 1% levels, respectively.
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Table G.17: Summary of Board and Managers’ Compensation

2014 2018
All Assets < p50 Assets > p50 All Assets < p50 Assets > p50

Compensation Managers ($BRL)
Average 232,895 156,509 327,776 421,406 242,931 665,949
Maximum 571,330 364,261 834,546 998,118 445,327 1,754,386

Compensation Board Members ($BRL)
Average 1,232,122 827,420 1,735,712 2,116,566 1,139,258 3,588,737
Maximum 2,154,457 1,406,802 3,007,381 3,977,996 1,933,003 6,999,791

Notes: Table reports summary statistics of the compensation data collected from the CVM. In particular, we report the averages
of board and management members’ compensation (average and maximum by firm) across years, and the averages breakdown
by companies below or above median in assets. Magnitudes are expressed in local currency (BRL). The statistics are computed
conditional on positive compensations.
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Table G.18: Effects on Management and Board Members’ Compensation

CEO Pay Management Pay Board Pay
(1) (2) (3) (4) (5) (6) (7) (8) (9)
OLS OLS IV OLS OLS IV OLS OLS IV

Change in Individual Donations 0.18∗∗ 0.19∗ 0.17∗∗ 0.17∗∗ 0.19 0.16∗∗ 0.04 0.01 0.08∗∗

(0.08) (0.12) (0.08) (0.08) (0.11) (0.07) (0.05) (0.08) (0.04)
Individual Donations 2014 0.03 0.04 -0.07

(0.15) (0.15) (0.10)
Revenue 0.21 0.21 0.22 0.16 0.16 0.16 -0.25 -0.25 -0.25

(0.22) (0.22) (0.22) (0.21) (0.21) (0.21) (0.29) (0.29) (0.29)
Size 0.06 0.06 0.06 0.10 0.09 0.10 0.45 0.45 0.45

(0.22) (0.22) (0.22) (0.21) (0.21) (0.21) (0.29) (0.29) (0.29)
N 242 242 242 242 242 242 242 242 242
R-Square 0.0542 0.0543 0.0540 0.0525 0.0528 0.0523 0.0319 0.0329 0.0295

Notes: This table shows OLS estimates for the relationship between the change in CEO, management, or board compensation
from 2014 to 2018, and the change in individual donations of donors affiliated with the firm from 2014 and 2018. Columns (1),
(4), and (7) report correlations controlling for firm characteristics. Columns (2), (5), and (8) report correlations controlling for
individual donations in 2014 in addition to firm characteristics. Columns (3), (6), and (9) use individual and corporate donations
in 2014 as an instrument for change in individual donations conditional on firm characteristics. Errors clustered at the firm level
and reported in parentheses. *,**, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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