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Abstract
Power, Profits, and Votes: Essays on the Political Economy of Firm-State Interdependence
in the 21st Century

David Vilalta

This dissertation studies the political economy of firms in the 21st century, a period in which
economic activity is increasingly shaped by globalization, social divisions and (geo)political shocks.
While traditional models were built on a contested but clear separation between the private and
public spheres, in the 21st century these boundaries have become increasingly blurred. Today, the
"de-spatialization" of services through technology, the integration of deep global supply chains,
and the strategic use of political human capital have transformed corporations into central political
intermediaries. In this new landscape, firms are no longer mere subjects of regulation; they are
active participants that reshape the social fabric and condition political attitudes. Bringing together
three essays, this dissertation explores the "circular" interdependence between business and poli-
tics in present times: it argues that while firms are increasingly vulnerable to systemic geopolitical
shocks, they simultaneously produce profound political consequences through their market deci-
sions and navigate institutional constraints through non-market strategies that can carry significant
democratic costs.

The first essay studies how the retreat or reconfiguration of private services can generate po-
litical backlash. Focusing on bank branch closures in Spain, it argues that the disappearance of

salient private services is experienced as a signal of abandonment. Bank branches (especially in



smaller, more rural and aging communities) serve as visible markers whose presence symbolizes
inclusion in economic life and whose closure symbolizes withdrawal. Exploiting plausibly exoge-
nous variation in branch closures associated with post-merger restructuring, the essay documents
that areas exposed to branch closures increase their support for populist electoral options. The
results are consistent with a mechanism in which firm decisions (even when undertaken for com-
mercial reasons) reshape the political geography of discontent by changing what citizens infer
about their community’s economic prospects and status. More broadly, the essay contributes to de-
bates on populism and spatial inequality by showing how market-driven transformations can have
unintended political consequences that go beyond the direct economic and demographic effect.

The second essay turns to the opposite direction of causality: how politics (specifically geopo-
litical shocks) affects firms, and how scholars should measure that exposure. It argues that pre-
vailing approaches to firm-level geopolitical risk often conflate distinct sources of risk, obscuring
heterogeneity in how firms interpret uncertainty and how they respond. The essay develops a new
framework that distinguishes between geopolitical risks originating in a firm’s home environment
and those originating abroad. Conceptually, domestic geopolitical risk and international geopolit-
ical risk differ in their channels and implications: domestic risk can threaten regulatory stability
and the domestic business environment, while international risk can disrupt supply chains, market
access, and cross-border operations. Empirically, the analysis shows that domestic and interna-
tional risk are associated with systematically different corporate responses, implying that a single
aggregated measure can mask the relationship between geopolitical uncertainty and firm behav-
ior. By separating where risk comes from, the essay provides a tool for connecting geopolitical
developments to micro-level firm effects.

The third essay examines how firms attempt to navigate politics through political connections.
A large literature treats politically connected hiring as a generally valuable form of political capital.
This essay argues that such appointments can be interpreted through different lenses which gener-
ate opposite effects. It develops a framework that distinguishes between prospective appointments,

understood as forward-looking investments in expertise, access, or managerial capability, and ret-



rospective appointments, interpreted as rewards for past political favors or loyalty. Using a new
dataset of political appointments and combining financial-market evidence with public-attitude
outcomes, the essay shows that these categories generate sharply different reactions in markets. At
the same time, they produce broadly negative reactions among citizens. Investors tend to reward
appointments perceived as prospective and penalize those perceived as retrospective, consistent
with the idea that markets price future value and not reliance on politics to remain competitive.
By contrast, voter reactions are systematically negative and associated with lower trust in politics,
showing the democratic externalities of firm activity. The essay therefore re-frames political con-
nections as a dual phenomenon: they can generate private economic benefits under some conditions
but simultaneously erode public confidence in democratic governance.

Taken together, the three essays characterize a contemporary political economy in which firms
and politics affect and navigate each other. The first essay shows that firm decisions about the
provision and location of services can have downstream political consequences. The second es-
say shows that political shocks affect firms in different ways depending on whether they originate
domestically or internationally. The third essay shows how firms respond strategically to political
uncertainty by investing in political ties, but that the returns to these strategies are conditional and
may come at the expense of democratic legitimacy. The dissertation’s broader contribution is to in-
tegrate these dynamics into a single account of the 21st-century firm: a political actor that simulta-
neously transforms political attitudes, adapts to an unstable geopolitical environment, and employs
non-market strategies that create a fundamental tension between corporate value and democratic
legitimacy. By linking micro-level firm behavior to macro-level political outcomes, the disserta-
tion advances research on political economy, public opinion, and business—politics relations, and
highlights a central tension of contemporary capitalism: firms becoming more consequential for

politics while at the same time being more vulnerable to political changes.
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Introduction

Motivation and Scope

The relationship between business and politics has long stood at the center of the study of po-
litical economy (Polanyi 1944). At its core, this relationship is de ned by a constant and evolving
tension between the authority of the state and the autonomy of the market. At the outset, the state
is the key actor that provides the legal and institutional framework (the "rules of the game") within
which rms operate. However, rms are not passive subjects. They are active agents whose de-
cisions on investment, employment, and innovation fundamentally shape the social and political
order in a given society. The nature of this interdependence between rms and politics is con-
stantly changing. It shifts as new technologies emerge, as globalization expands or contracts, and
as different political ideologies gain power and rede ne the boundaries between the public and
private spheres. In this dissertation, | explore the fundamentally different landscape of rm-state
relations that has emerged in the 21st century. While the 20th century was de ned by a series of
distinct regimes where the state and the rm maintained a clearer division of power, the current era
is characterized by a deep entanglement where the boundaries between the two have signi cantly
blurred.

Throughout the 20th century, the role of the rm changed as the world moved from one regime
to another. The century began under late-stage classical liberalism, characterized by a largely

laissez-faire approach that granted signi cant autonomy to corporations. However, the Great De-



pression and two World Wars created systemic shocks that shattered this order and ushered in
an era of "embedded liberalism" (Ruggie 1982). In this period, states asserted more power over
the private sector and often used rms as instruments of economic planning and social stability
through regulation and coordination (P. A. Hall 1986). By the nal decades of the century, the
pendulum swung again towards neoliberalism, as rapid deregulation and privatization aimed to re-
establish the autonomy of rms and integrate them into an increasingly connected global economy
(Frieden 2020). Indeed, the 20th century was also de ned by the uneven path of globalization,
which collapsed after 1914 but bounced back into an even stronger system of international trade
by the end of the century. Technological advancements, from the assembly line to the expansion
of mass media, allowed rms to scale operations and consolidate their role as primary actors of
economic life. The geopolitical uncertainty of this era also meant that global rms were exposed
to national and international political risks, from the total mobilization of the World Wars to the
expropriations and asset seizures during decolonization or the sudden closing of markets during
the Cold War (Vernon 1971). Ultimately, the 20th-century political economy was characterized by
a slow uctuating tendency towards more independent rms that became more entangled with the
political process.

In the 21st century, this entanglement has become even more profound, as the boundaries
between businesses and politics have become much thinner. Since the 2008 nancial crisis, these
dynamics are becoming more relevant. While governments are re-starting to contemplate more
open intervention in markets, global corporations possess an unprecedented scale and power and
can fundamentally alter the political process. This takes place within a context where the world
is much more globalized than ever before: rms' operations are so integrated across countries
that their functioning is strongly dependent on global political developments. Rapid technological
advances have further accelerated this tendency, allowing rms to "de-spatialize" their services and
optimize operations in ways that fundamentally reshape the way we conduct business or access
goods and services (Thelen 2019; Bolet 2021; Fetzer 2019). The scale and power acquired thanks

to technological innovations, along with the deep integration of the global economy has left the



modern rm more exposed than ever to the return of systemic geopolitical risk (Hassan, Hollander,
et al. 2019; Caldara and lacoviello 2022). To navigate this heightened uncertainty, rms have
moved beyond traditional lobbying to adopt sophisticated non-market strategies, making the rma
proactive participant in the democratic process (Goldman, Rocholl, and So 2009; Luechinger and
Moser 2014; Farinos Vinas et al. 2016; Acemoglu et al. 2016; Brown and Huang 2020; Child et al.
2021; Michelson 2023; Incerti 2024). As a result, the 21st-century rm is a central political actor
that is simultaneously a driver of and a subject to the volatile dynamics of contemporary politics,
where its market decisions carry signi cant political consequences and its survival depends on
navigating the consequences of those decisions.

Bringing together three essays, this dissertation explores this "circular” interdependence be-
tween rms and politics in the early 21st century. | study how rms simultaneously produce
political consequences, adapt to geopolitical instability, and strategically navigate democratic con-
straints. As rms have moved to the center of the political stage, they have also gained unprece-
dented power to shape outcomes. However, they have also become extremely vulnerable to polit-
ical backlash and geopolitical risk across the world. | investigate three distinct dimensions of the
modern business-politics entanglement. The rst essay explores how the market-driven recon gu-
ration of services can be a catalyst for political backlash, transforming local economic shifts into
broader electoral discontent due to perceptions of abandonment. The second essay shifts the focus
to how rms are forced to adapt to a fragmenting global order, proposing a new framework to dis-
tinguish between domestic and international geopolitical risks and showing that rms are affected
and respond to these sources of uncertainty in systematically different ways. Finally, the third essay
examines the strategic use of political connections, demonstrating that while rms may sometimes
successfully navigate political uncertainty by hiring former politicians, these non-market strategies
often carry signi cant democratic costs by eroding public trust. Together, these chapters highlight
a central tension of contemporary capitalism: as rms become more consequential for political
outcomes, they simultaneously become more vulnerable to the very political instability they help

produce.



While the theoretical questions raised in this dissertation concern the global evolution of the
21st-century rm, the empirical investigations focus on developed economies—speci cally Spain
and the United States. These cases provide ideal laboratories for studying the friction between
market operations and democratic politics. Spain, with its history of rapid nancial consolidation
and the subsequent rise of new political movements, offers a clear view into how the withdrawal
of private services (Chapter 1) and how the use of political connections (Chapter 3) reshape public
attitudes in a consolidated democracy. Meanwhile, the United States, as a central node in the global
nancial system and a primary target of shifting international alliances, provides the necessary data
to untangle the complexities of domestic versus international geopolitical risk (Chapter 2). By
focusing on these contexts, the dissertation leverages high-granularity data to provide micro-level

evidence for macro-level political phenomena.

Summary of Selected Findings

The three essays that comprise this dissertation employ a range of empirical strategies and novel
datasets to explore the evolving relationship between the modern rm and its political environment.
By examining this interdependence from the perspective of both market participants and citizens,
the following chapters document how corporate decisions, exposure to global shocks, and non-
market strategies collectively shape the contemporary political economy of developed nations.

The rst essay (Chapter 1) argues that the withdrawal of private services, speci cally when
driven by structural recon guration rather than local economic collapse, generates grievances that
fuel support for left-wing populism. | propose two primary channels for this relationship: a sym-
bolic channel, where visible closures act as markers of economic abandonment and signal market
failure (Rodriguez-Pose 2018; Pontusson and Rueda 2010), and a material channel, where the
practical loss of access to essential infrastructure leads citizens to view the state as the only vi-
able substitute for the market (lversen and Soskice 2001; Rehm 2016). | test this argument by
focusing on the retail banking sector in Spain, which has undergone one of the sharpest contrac-

tions in branch networks among advanced economies. Despite the rise of digital banking, physical



branches remain critical for nancial inclusion and serve as salient markers of a community's inte-
gration into the national economy (Accenture 2023). Using a novel, ne-grained dataset on bank
branch locations, | examine the effect of closures on electoral support for Podemos, Spain's main
left-wing populist party. To identify a causal relationship, | implement an instrumental variable
strategy exploiting the acquisition of Banco Popular by Banco Santander, which led to plausibly
exogenous closures driven by post-merger consolidation rather than local economic decline. The
analysis reveals that branch closures signi cantly increase support for the far left, an effect pri-
marily driven by the symbolic mechanism of perceived community decline, especially in rural
and smaller municipalities. These ndings contribute to the "geographies of discontent” litera-
ture by shifting the focus from the retrenchment of public services (Cremaschi et al. 2022; Nyholt
2024) to the political externalities of private-sector decisions, demonstrating how market-driven
"de-spatialization” can reshape the political geography of a consolidated democracy.

The second essay (Chapter 2) argues that rm-level geopolitical risk is not monolithic and that
the geographic origin of a risk fundamentally determines its economic incidence and the strate-
gic options available to management. | develop a framework that distinguishes between domes-
tic geopolitical risk, which originates within the jurisdiction that regulates and taxes the rm,
and international geopolitical risk, which disrupts overseas markets through global channels that
individual rms have limited power to in uence. To test this, | construct a novel measure of
rm-level exposure for U.S. listed rms that decomposes risk by source country using objective,
non-endogenous exposure weights. This approach addresses a key limitation in the existing liter-
ature, which often relies on text-based measures from earnings calls to proxy for perceived risk
(Hassan, Hollander, et al. 2019; Caldara and lacoviello 2022). Because such indices capture only
what managers choose to discuss or are aware of, they are ill-suited for testing how the underly-
ing risk environment affects corporate behavior. My results demonstrate that while both domestic
and international shocks negatively impact rm outcomes—Ieading to declines in stock prices,
revenue growth, and hiring—the magnitude of the domestic effect is signi cantly larger. Fur-

thermore, | nd a sharp divergence in how rms employ non-market strategies: when faced with



domestic turmoil, rms ramp up political engagement through increased lobbying and campaign
contributions as a means of hedging against regulatory uncertainty. Conversely, when risks are
predominantly international, rms pull back on these expenditures, particularly when the source
of risk is a strategic adversary of the United States (Alam, Farjana, and Houston 2024). Finally,
the analysis suggests that international risk is signi cantly harder for management teams and in-
vestors to grasp, though more established rms with experienced management are better equipped
to recognize and communicate these developments. By shifting the focus from perceived risk to
objective exposure, this paper provides a more nuanced understanding of how the 21st-century
rm navigates the "weaponized interdependence” of a fragmenting global order, highlighting that
the source of a political threat is just as consequential as its scale.

The third essay (Chapter 3) investigates the strategic use of political connections through the
“revolving door," proposing a framework that distinguishes between the prospective and retro-
spective logics of political appointments. | argue that while some hires are perceived by markets as
investments in future performance that bring credible skills and sectoral expertise (Fisman 2001,
Johnson and Mitton 2003; Acemoglu et al. 2016; Incerti 2024), others are viewed as rewards
for past political favors, which heightens reputational and governance risks (Tadelis 1999; Lange,
P. M. Lee, and Dai 2011). By assembling a novel dataset of revolving-door appointments in Spain
and linking them to high-frequency stock market and survey data, | examine how these dual logics
shape both rm value and democratic legitimacy. Using an event study methodology, | nd that
nancial markets react according to the perceived motivation of the hire: prospective appointments
generate signi cant positive abnormal returns, while retrospective appointments often trigger neg-
ative returns that re ect investor concerns over cronyism. These movements are primarily driven
by institutional investors, as evidenced by increases in average order sizes during announcement
windows. However, the study uncovers a fundamental tension between market logic and public
perception. Employing a difference-in-differences approach with daily survey data, I nd that
voters do not share the market's nuanced view. Instead, they react with uniform skepticism, show-

ing signi cant drops in trust toward democratic institutions following the announcement of any



political appointment, regardless of its prospective or retrospective nature. While media coverage
ampli es the salience of these ties for both investors and citizens, the tone of that coverage does not
systematically alter the reactions of either group. These ndings expand on previous literature of
political connections (Luechinger and Moser 2014; Michelson 2023) and suggest that the strategic
pursuit of political capital by rms creates a distinct democratic externality: the very connections
that may enhance a rm's private value simultaneously erode the public's faith in the integrity of
the political-business nexus, highlighting a central friction in contemporary democratic capitalism.
In sum, these ndings illustrate that the 21st-century rmis an inherently political actor, whose
in uence extends far beyond its balance sheet. Whether through the unintended political conse-
guences of local service recon guration, the adaptation to a volatile geopolitical landscape, or the
acquisition of political capital at the cost of public trust, the modern corporation is central to the
formation of political attitudes and the stability of democratic governance. By linking micro-level
rm behavior to these macro-level political outcomes, this dissertation provides a more compre-
hensive account of the tensions currently de ning the relationship between global capitalism and

the state.



Chapter 1: The Politics of Abandonment: Private Service Deprivation and

Support for the Far Left

1.1 Introduction

Economic transformations driven by globalization, digitalization, and technological change
have profoundly reshaped the structure of modern economies. Such transformations are not new
and have long been understood to carry signi cant political rami cations (Polanyi 1944). In re-
cent decades, they have been closely associated with rising support for populist parties. Existing
research on the drivers of populism has primarily focused on three broad sets of factors: (i) ex-
posure to globalization and technological change (Colantone and Stanig 2018b; Colantone and
Stanig 2018a; Margalit 2019; Autor et al. 2020; Broz, Frieden, and Weymouth 2021; Dippel et al.
2022; C. B. Frey, Berger, and Chen 2017; Im et al. 2019; Anelli, Colantone, and Stanig 2021; De
Bromhead, Eichengreen, and O'Rourke 2013; Funke, Schularick, and Trebesch 2016); (ii) shocks
to identity, status, and culture (Polyakova and Fligstein 2016; Bhambra 2017; Norris and Inglehart
2019; Margalit, Raviv, and Solodoch 2022; P. A. Hall 1999; Leonard 2004); and (iii) immigration
and the free movement of labor (Ottaviano and Peri 2012; Dustmann, Frattini, and Preston 2013;
Becker, Fetzer, et al. 2016). Far less attention has been devoted to other downstream effects of
these economic changes. In particular, much less attention has been paid to how the structural
changes accompanying these transformations—such as the reorganization or withdrawal of certain
economic activities—can themselves independently shape political attitudes.

A recent but growing literature on the "geographies of discontent” examines how such trans-
formations generate spatially uneven patterns of economic and social decline, producing political
effects through both economic and cultural channels. Most existing studies have focused on public

service provision (Stroppe 2023; Nyholt 2024; Cremaschi et al. 2024). Reductions in access to



public services have been linked to increases in far-right support, through both top-down dynam-
ics—where political parties employ anti-immigration rhetoric—and bottom-up dynamics, where
voters oppose non-excludable welfare provision, especially when they perceive increased scarcity
as a result of immigration (Cavaillé and Van Der Straeten 2023; Cavaille and Ferwerda 2023; Cre-
maschi et al. 2024). In a related study, Fetzer, Edenhofer, and Garg (2024) nd similar results
when studying high-street vacancies in the UK, which they argue can also be considered a form of
public service. Because public services are state-provided, their retrenchment can directly erode
trust in government. When coupled with narratives blaming outsiders for resource scarcity, this
erosion can naturally translate into greater support for far-right parties (Cremaschi et al. 2024). It
is less clear, however, how voters react when the services that disappear are private. This question
has received remarkably little attention. The only other paper to date to test this phenomenon is
Bolet (2021), who nds that closures of pubs in the UK correlate with higher support for far-right
populism due to "local socio-cultural degradation” — she argues that pubs serve as important so-
cial hubs and their closure can lead to social isolation and a sense of cultural loss. However, no
study has explored the political consequences of losing private services that are neither sites of
immigrant competition nor primarily social gathering places (like UK pubs). In other words, does
the closure of physical businesses have an independent effect on voting, beyond direct economic
and social effects?

Building on these insights, | argue that the withdrawal of private services, particularly when
driven by structural economic change rather than local economic collapse, can produce grievances
that increase support for left-wing populism. Two related channels help explain this relationship.
The rstis symbolic: visible business closures act as markers of economic abandonment, whether
or not they directly reduce service availability. Such closures can signal that market forces have
failed the community, heightening demands for redistribution and state intervention (Rodriguez-
Pose 2018). Left-wing parties' discourse, centered on expanding the role of the state, is especially
likely to resonate in areas where these perceptions of abandonment are widespread (Pontusson and

Rueda 2010; Karreth, Polk, and Allen 2013). The second is material: the practical dif culties



created by the loss of local services (such as longer travel times, reduced access to cash, or dimin-
ished business opportunities) may lead citizens to view the state as the only viable substitute for the
market in providing essential goods and infrastructure (Iversen and Soskice 2001; Margalit 2013,
Rehm 2016). Together, these channels make left-wing populist parties a natural political outlet for
communities experiencing the disappearance of private services.

| turn to Spain as a compelling case for studying the political consequences of private service
withdrawal. The country has experienced one of the sharpest contractions in retail banking net-
works among advanced economies. Once a visible marker of a community's economic vitality
and integration into the national economy, the number of bank branches has steadily decreased
over the past two decades. Although digital banking has replaced many routine services, physical
branches remain important for activities such as cash deposits and withdrawals, in-person credit
assessments, and nancial advice—services that remain dif cult to replicate online (Accenture
2023). Industry leaders themselves recognize their ongoing role in maintaining customer trust and
sustaining local economic relationshipZhe shift from physical to online banking is thus part of a
broader transformation in how basic economic transactions are conducted. | contend that the disap-
pearance of these in-person services fuels perceptions of local decline and heightens demands for
redistribution and regional revitalization, thereby increasing support for left-wing populist parties.

To test this argument, | assemble a novel, ne-grained dataset on the location of bank branches
and examine how their closure affects electoral support for Podemos, Spain's principal left-wing
populist party. To identify the causal effect, | implement an instrumental variable strategy exploit-
ing the plausibly exogenous acquisition of Banco Popular by Banco Santander. Analysis of survey
data and newspaper articles indicates that the primary mechanism operates symbolically through
heightened perceptions of local decline. The effect is especially pronounced in rural and smaller
municipalities, where the loss of banking services intensi es feelings of economic marginaliza-
tion. | also nd evidence for the material mechanism, through which reduced access to essential

services also contributes to greater support for left-wing populism (although this appears to be a

1For example, see the Financial Times interview with J.P. Morgan Chase CEO Jamie Dimon (April 2015) here.
Discussion on bank branch closures start around minute 21.
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secondary channel). Across a wide range of empirical speci cations and robustness checks, the re-
sults consistently show that bank branch closures are associated with higher support for Podemos,
net of economic or demographic changes.

This paper makes three contributions to the literature on the "geographies of discontent”. First,
whereas most existing work examines the retrenchment of public services (Cremaschi et al. 2022;
Stroppe 2023; Nyholt 2024), | focus on the withdrawal of private services, which re ects market-
driven decisions about where to maintain or exit economic activity in the context of structural
change. Second, | use a novel, ne-grained dataset on bank branch locations, arguing that branch
closures are a particularly valuable measure because, unlike pub or shop closures, they can occur
for reasons beyond local economic decline, including technological innovation and post-merger
consolidation. Third, | move beyond correlational evidence to identify the causal effect of per-
ceived abandonment net of underlying economic and demographic decline.

The rest of the paper is organized as follows. In Section 1.2 | explain the theoretical framework
and why bank branches are an appropriate measure, particularly in Spain. Section 1.3 describes
the data on elections and bank branches. | present the empirical results on the impact of closing
bank branches on support for Podemos in Section 1.4 and the mechanism analysis in Section 1.5.
In Section 1.6 | run robustness tests and use alternative datasets and speci cations. Finally, Section

1.7 concludes.

1.2 Theory and Context

This section develops the theoretical link between the decline of in-person private services and
support for left-wing populism, using the Spanish experience of bank branch closures as a case
in point. | argue that these closures matter both symbolically, as visible signals of a community's
economic marginalization, and materially, by reducing access to essential services. While most
existing work focuses on public service cuts and their role in fueling right-wing populism, | show
how private service withdrawal can generate a distinct set of grievances that align more closely

with left-wing populist narratives.
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1.2.1 Private Service Decline and Left-Wing Populist Vote

Economic transformations—digitalization, automation, and the rise of online commerce—have
altered how businesses operate and how consumers access goods and services (Polanyi 1944; Ra-
jan 2019). In recent years, these shifts have reduced the need for in-person service provision (both
public and private), leaving many areas with fewer physical points of connection to the broader
economy (Manyika et al. 2016; Nguyen 2019). As consumers adopt e-commerce and online bank-
ing (which has grown sharply in Sp&)nin-person services disappear more rapidly, reshaping the
landscape of local economies, particularly outside of large cities (Jennings and Gerty Stoker 2018).
Crucially, this process is not only driven by local economic collapse but also by changes in busi-
ness models and technological adoption that erode the physical infrastructure needed by businesses
to operate ef ciently. Because these closures are highly visible and locally concentrated, they can
shape political behavior by altering residents' perceptions of their community within the broader
economy (even when their direct economic effects are limited).

Service provision is key for citizens to feel they are part of the broader economy and not aban-
doned by an increasingly centralized system. So far, most of the literature has focused on public
service provision. Indeed, a reduction in the availability of public services fosters the perception
that communities are not receiving their "fair share" and that political elites are indifferent to their
fate (McKay 2019; McKay, Jennings, and Gerry Stoker 2024), especially when contrasted with
thriving metropolitan areas (Cramer 2016; Hochschild 2018; Rodriguez-Pose 2018). These per-
ceptions of abandonment are not only related to the government, but also to distant economic elites
and rms whose decisions appear to favor economic hubs. This is particularly ampli ed where cit-
izens are geographically immobile (N. Lee, Morris, and Kemeny 2018; Patana 2022), lowering
political trust and increasing support for populist parties (Stroppe 2023; Nyholt 2024). Often, pub-
lic service cuts trigger perceptions of competition with immigrants for non-excludable resources,
strengthening anti-immigration sentiment and bolstering support for far right parties (Dancygier

2010; Alesina, Murard, and Rapoport 2021; Cremaschi et al. 2022; Cavaille and Ferwerda 2023;

2See Figure A.1 in Appendix A.1.
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Cavaillé and Van Der Straeten 2023).

In these studies, right-wing mobilization often emerges through the politicization of immigra-
tion: when public goods are scarce, political actors can frame immigrants as competitors, acti-
vating exclusionary attitudes (Dancygier 2010; Alesina, Murard, and Rapoport 2021; Cremaschi
et al. 2022; Cavaillé and Van Der Straeten 2023). Similarly, Bolet (2021) shows that closures of
culturally salient venues (pubs in the UK) can be framed as social capital and national decline,
resonating with far-right narratives. These cases link material or cultural loss to identity-based
exclusion.

When it comes to private services, | argue that there are two distinct mechanisms that link their
decline to support for left-wing populism instead. The rst channel is symbolic. The presence of
local private services (such as bank branches, shops, or pharmacies) signals that a community is
economically relevant and connected to the broader national economy. Their disappearance sends
the opposite message: that the area has been de-prioritized or "written off" (Rodriguez-Pose 2018).
This erosion of visible markers of relevance can foster feelings of abandonment and relative de-
cline, even when residents' material conditions have not worsened, making voters more receptive
to parties promising to restore dignity and territorial equity (Gidron and P. A. Hall 2017; Gidron
and P. A. Hall 2020; Bolet 2021; Fetzer, Edenhofer, and Garg 2024). Crucially, unlike in the
case of public-service cuts, this loss is not typically linked to immigration or cultural change. The
"out-group” here is not an ethnic or national minority, but rather distant rms and decision-makers
whose priorities are perceived to marginalize certain regions. This framing channels discontent
away from identity-based exclusion and toward critiques of corporate and economic structures,
which more naturally align with left-wing populist narratives (March 2012; Rooduijn and Akker-
man 2017; Santana and Rama 2018). More speci cally, branch closures can signal that market
forces are no longer sustaining the community, making state intervention appear as the most plau-
sible solution.

The second channel is material. Service withdrawal imposes direct costs on residents who must

travel farther, pay more, or face delays to meet basic needs. These burdens fall most heavily on the
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"losers" of technological change—older, rural, or lower-income citizens—but can also provoke a
broader sociotropic response when the entire community perceives itself as disadvantaged relative
to better-served areas (lversen and Soskice 2001; Margalit 2013; Moene and Wallerstein 2001;
Kinder and Kiewiet 1981; Alt et al. 2022; Enos 2017). In this context, the withdrawal of market
actors from essential services points voters toward redistribution and state intervention: the state
becomes the only plausible provider or regulator capable of restoring access (Iversen and Soskice
2001; Margalit 2013; Rehm 2016). Thus, this mechanism is not simply hardship per se, but the
combination of physical disruption with the perception that government involvement can reverse
local decline. This generates a demand-side logic aligned with left-wing populist platforms, which
emphasize interventionist economic policies and territorial equity (Pontusson and Rueda 2010;
Karreth, Polk, and Allen 2013; Gidron and P. A. Hall 2017).

Overall, the same feelings of abandonment and neglect documented in the literature on public
service decline can also arise following private sector decline, but the attribution of blame and
the preferred solutions differ. Whereas public service cuts may be framed as national decline
or zero-sum competition with immigrants (encouraging right-wing populist support), private ser-
vice withdrawal is more easily framed as a market failure that demands redistributive intervention.
Given than left-wing populist actors often frame themselves as defenders of neglected groups and
advocates of expanded public provision, such grievances are likely to translate into stronger elec-
toral support for them (Kriesi et al. 2008). The political appeal of populist parties in these contexts
is thus grounded in their ability to speak directly to the grievances produced by both symbolic and
material loss (Gidron and P. A. Hall 2017; McKay 2019; Gidron and P. A. Hall 2020; McKay,
Jennings, and Gerry Stoker 2024). In Spain, where Podemos has explicitly positioned itself as the
defender of communities left behind by economic change, the symbolic and material losses from

private service decline create fertile ground for its appeal (Kioupkiolis 2016).
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(a) Open Bank Branches: Spain vs OECD
Figure 1.1: Evolution of Banking Presence

Notes: Total number of open commercial bank branches (per 100,000 adults). OECD average does not include Spain.
Source: World Bank.

1.2.2 Bank Branch Closures and In-Person Service Decline in Spain

Spain has historically stood out for its exceptionally dense network of bank branches. At the
onset of the 2008 nancial crisis, it had more open commercial bank branches per adult than any
country in the world (excluding San Marino and Luxembogrgfompared to its OECD peers,

Spain had over four times more branches per 100,000 adults (Figure 1.1). This re ected a combi-
nation of factors, including the prominence of savings banks with strong local ties, cultural pref-
erences for face-to-face banking, and regulatory policies promoting widespread nancial access
(Santander 2021). Over the past decades, however, the ratio of branches per 100,000 adults has
declined by almost 40% across the OECD and by over 60% in Spain. Most closures followed post-
2008 nancial crisis bank mergers and a sector-wide shift toward online banking, compounded by
cost-cutting pressures in a low-interest-rate environment. While these trends are common across

advanced economigshe scale and salience of the change in Spain are particularly signi cant.

SWorld Bank Data available here.
“Examples of the UK, France, Italy or the US.
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Symbolically, bank branches have long been more than just places to conduct nancial trans-
actions—they are visible symbols of economic presence and conduits for local economic activity
(King and Levine 1993; Dow and Rodriguez-Fuentes 1997). Since their presence serves as a Vvisi-
ble marker of a community's economic vitality, their disappearance may suggest that the area has
been de-prioritized or "left behind". Importantly, such perceptions can arise even in the absence of
any real deterioration in residents' economic conditions (Fetzer, Edenhofer, and Garg 2024). The
closure of a branch can therefore become a visible ashpoint for local discontent. For instance,
the mayor of a small town in Tuscany recently barricaded himself inside a branch to prevent its
closuré. Even when alternatives exist, the symbolic loss can feed the narrative that certain regions
are being left behind in an increasingly digital and centralized economy (Rodriguez-Pose 2018).

Materially, branch closures disrupt access to essential nancial services. In-person banking
remains important for transactions that cannot easily be done online—particularly for more vul-
nerable residents, small businesses, and those lacking reliable digital access (Accentufe 2023)
Bank branches provide communities with access to credit, affect interest rates, facilitate SME
formation and shift focuses towards local issues, especially in poorer areas (Leyshon, French,
and Signoretta 2008; Karnd, Manduchi, and Stephan 2021; Nguyen 2019; Martin-Oliver, Toldra-
Simats, and Vicente 2020; Ho and Berggren 2020; Martin Cadenas 2020). Downstream effects
on employment are also important and likely to be felt at the local level. Residents in rural areas
often face increased time and travel costs when branches close, and older and more vulnerable
people are disproportionately affectedndeed, after excluding the youngest (who may not have
bank accounts), older people are the group that uses cash the most (Figure A.3 in Appendix A.1).

As of 2018, cash was still the most common means of payment in Spain (Jiménez Gonzalo and

SLink available here.

6Accenture's 2023 Banking Customer Survey found that 75% of Spanish respondents (evenly split across age
groups) agree that they like to see bank branches in their neighborhood as it provides stability and availability (Figure
A.2 in Appendix A.1). Moreover, the survey shows that consumers still rely on branches for speci ¢ but important
transactions and are the most used channel to open accounts, get advice and acquire new products (Accenture 2023).

A recent study by Expansion, Spain's main economic and business newspaper (representing 6% of share of daily
newspaper consumption based on Daily newspaper consumption by brand in Spain as of June 2024 from Statista),
highlighted the disproportionate effect on the elderly, who often nd it dif cult to navigate online banking platforms.
A recent Financial Times Article about Italy highlighted the same phenomenon.
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Tejero Sala 2018). The most vulnerable also require face-to-face services more frégquently

Bank branch closures therefore serve as a highly relevant measure of in-person private service
withdrawal. Their disappearance encapsulates both the symbolic and material consequences of
economic disconnection, making them a particularly salient indicator in the Spanish case. This dual
signi cance—practical disruption and visible decline—provides a direct bridge to the theoretical

argument that such losses can channel political discontent toward left-wing populist platforms.

1.3 Data and Context

To study the political effects of bank branch closures, | combine data on elections with infor-
mation on local banking access. This section describes the electoral, socioeconomic, and banking

datasets used in the analysis.

1.3.1 Electoral and Socio-Economic Data

Electoral results for general elections come from the Spanish Ministry of the Ifteramering
vote shares for all parties and census data on eligible voters in each voting section. | supplement
this with voting-section-level data on average net income per person from the National Statistics
Institute’®. Table A.1 in Appendix A.1 summarizes these variables for roughly 36,000 voting
sections across ve elections in the past de¢ade

Spain's parliamentary system is currently dominated by ve parties: (1) Partido Popular (PP),
a Christian democratic party in power 2011-2018; (2) Partido Socialista Obrero Espafiol (PSOE),

a social democratic party currently in government; (3) Podemos, a left-wing populistfp&y

8"A closed bank branch doesn't just mean one less place to withdraw or deposit cash locally,” said Sam Richardson,
deputy editor of consumer rights magazine Which? Money. "[It] also makes getting access to face-to-face banking
services harder — something that is particularly important for more vulnerable customers." Financial Times Article
available here.

9Available at Infoelectoral here

Oavailable at INE. Average net income per person is calculated by dividing household net income by household
size. See Figure A.4 in Appendix A.1.

Mean per-capita income in the datase€i$2,158, lower than national averages for employed individuals since it
includes children, retirees, and non-working adults.

12Following Mudde (2004), | classify Podemos and Vox as populist.
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Ciudadanos, a centre-right liberal party; and (5) Vox, a right-wing populist Part@ver the

past decade, electoral competition has shifted from a stable two-party system to a fragmented
multiparty landscape (Figure A.6 in Appendix A.1), with declining support for PP and PSOE.
Podemos emerged after the 2008 Global Financial Crisis as an anti-austerity movement, quickly
becoming one of the largest parties in Spain. In 2018, it became the junior partner in a PSOE-led
coalition government (still in place as of mid-2025). While it has moderated some early positions
(e.g., on EU membership), it continues to emphasise redistribution, social rights, and the neglect
of "emptied Spain**. This focus makes Podemos a natural case for studying how the withdrawal
of private services affects support for left-wing populism. While there could be (to some extent)
a supply-side argument whereby left-wing populists are chosen because of the lack of right-wing
populists, the theoretical framework in section 1.2 outlines why | believe this to be a demand-side

story.

1.3.2 Bank Branch Availability at the Voting Section Level

To assess the local impact of private service withdrawal, | compile a novel panel of bank branch
presence across Spain at the voting-section level. Voting sections are the smallest administrative
unit for which electoral data are available, and better capture the economic and social spaces di-
rectly affected by branch closures than larger, more heterogeneous municipalities. Regarding the
aforementioned mechanisms, voting sections are especially well suited to capturing the symbolic
channel, since the visibility of a branch closure is likely to be strongest in the immediate local
environment. While material effects may sometimes extend beyond voting-section boundaries
(particularly in cities), the empirical analysis accounts for this by using broader spatial exposure
through neighboring branches, distance to the nearest branch, municipality-by-election effects, and
excluding the most populated areas in some speci cations.

Data on all commercial bank branches supervised by the Bank of'Spa@navailable quarterly

Bldem.
14Refers to depopulated rural regions; see e.g. Europa Press and El Pais.
Savailable here.
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