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between 2007 and 2019, we prove that business and individual parties

donations that political foundations receive, as well as contribu-
tions made to them by political parties, influence the level of bank
indebtedness of the parties they are linked to, as well as the cost of
such indebtedness. Our results imply that as well as having direct
consequences for the economy and public policy, the economic
instrumentalization of the foundations by political parties influ-
ences the financial structure of political parties and conditions
their position before credit institutions as well as their competitive
capacity.
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1. Introduction

Political party funding occupies a crucial role in the functioning of democracy since it
affects the configuration of the party system and the transparency and integrity of
political activity (Norris & Abel van Es, 2016). There is an extensive body of research
that analyses the relation between political funding (and its regulation) as well as issues
such as the equal opportunities of electoral competitors or political corruption (e.g. Casal
Bértoa et al., 2014; Hummel et al., 2021; Rashkova & Su, 2020; Scarrow, 2018). However,
the majority of these studies focus on the effect of public subsidies and donations on the
democratic process, but little attention has been given to two elements that can also have
important political and economic implications. One of these is the bank indebtedness of
political parties and the other is the financial relations that they maintain with their
foundations.

As pointed out by the Group of States Against Corruption (GRECO, 2016), when
political parties apply to credit entities for funding, and especially when this causes high
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indebtedness, it can pose a risk for democracy and for the economy as a whole. Credit
entities, like other corporate sectors, can be more inclined to finance or condone debts of
major parties (Cox & Magar, 1999), and tend to finance parties that control legislative
power with the purpose of being able to influence policymaking that can affect their
interests (Barber, 2016; Cagé, 2018, 2020; Fink, 2017; Lambert, 2019; Mian et al., 2010;
Ruiz-Rico, 2015).

In addition, it is often stated that political foundations have been created ad
hoc by the parties in order to serve both their political and economic interests
(Ledn, 2019; Pinto-Duschinsky, 1991). As they are theoretically independent
organisations, these foundations enjoy a financing regime that is different to
that of political parties, and they can receive donations from sources that are
not permitted by the parties. In practice, this legal divergence enables the founda-
tions to become a gateway for the irregular and illegal financing of political
parties (Reed et al., 2021; Sdnchez Muioz, 2013, 2015; Santano, 2016; Van
Biezen, 2003).

The two abovementioned problems coexist in the financing system of political parties
in Spain. On the one hand, one of the issues endemic to political parties in Spain is bank
over-indebtedness. This is a matter of great concern because, as pointed out by the
GRECO (2009, 2011, 2013, 2015, 2016), it reveals the Spanish parties’ vulnerability to and
dependence on credit entities. In addition, it opens up the possibility for loans to be used
by credit institutions to finance political parties, thereby eluding the limitations on
donations as established by legislation. On the other hand, funding received by Spanish
political foundations is subject to few restrictions and the control and auditing of their
economic-financial activity by the Court of Auditors (COA) is limited. Thus, nothing
prevents opportune company donations from continuing to reach the political parties
through their foundations (GRECO, 2009, 2011, 2013, 2015, 2016; Sanchez Mufoz, 2015;
Santano, 2016). This fact has also been reiterated by COA in the in the Audit Reports for
Political Party Accounts (ARPPA) between 2014 and 2019. This supervisory body has
warned that political foundations should adapt their actions to those of this type of non-
profit entities, instead of merely holding assets made available to political parties, or
engaging in fundraising to finance them.

In view of the above considerations, the income, and especially the donations, that
Spanish political foundations receive can end up being included in the budgets of the
political parties themselves. Therefore, they can be constituted as an additional source of
funding for the parties, leading to an increase in expenditures (Casal Bértoa et al., 2014)
and, just like the other sources of funding examined by Cavero and Gonzalez Morales
(2021) they influence their level of bank indebtedness. Hence, the aim of this paper is to
provide an overview of the problem of bank over-indebtedness of Spanish political
parties as well as the laxity of the financing regime of their political foundations and to
analyse whether donations (from natural or legal persons and contributions from the
party) that these foundations receive also affect the decision of Spanish political parties to
apply to banking institutions to obtain financing. In addition, we study how other
economic, institutional and political factors can condition the donations received by
the foundations and the bank indebtedness of the political parties. This study is based on
a longitudinal analysis of the annual accounts of the Spanish political parties represented
in the ‘Congress of Deputies’ between 2007 and 2019, and on the figures for donations
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received by the group of foundations that are organisationally linked to each of the
parties in the same period.

The rest of this paper continues as outlined here. The next section discusses the
regulation and control of the debt with credit entities of the political parties. Then, the
peculiarities of the funding regime of political foundations are presented. This is followed
by a brief description of the financial relations that are established between foundations
and political parties and the formulation of the research hypotheses. Next, the metho-
dology and case selection are explained, and after presenting the study results, the final
section presents main conclusions.

2. Bank indebtedness: an unresolved issue in the control of political party
funding in Spain

Economic insufficiency has been a constant in Spanish political parties for more than 40
years. Therefore, in a context of growing electoral and organisational costs (Blumenberg,
2013; Garcia Vifiuela & Gonzailez de Aguilar, 2014; Nassmacher, 2009; Wolfs &
Smulders, 2018), credits from the banking sector have become one of the main sources
of funding (Arifio, 2009; Pérez Rivas, 2019; Rodriguez Lopez, 2011). Although it is one of
the sources of funding that has most come into question, it has not been regulated
adequately and it is notably one for which no limits have been put in place, leading to
a high level of bank indebtedness that Spanish parties have been shouldering for decades.
As revealed in the ARPPA by the COA between 2007 and 2019, all political parties with
representation in the Congress of Deputies maintained an average annual bank debt of
204,25 million euros, reaching a historic high of 270,94 million euros in the 2011
financial year.

It should be noted that when the first regulation for party funding was approved in
1987, in order to curb indebtedness, it established that it was prohibited to dedicate more
than 25% of income from public subsidies to the annual amortisation of credits.
Nevertheless, these limits were not always met, so they could not prevent the parties
from becoming more indebted. Conversely, although not contemplated in the regulation,
they helped towards some credits ending up unpaid and others being cancelled (Murillo
de la Cueva, 1993). Figures on non-payments and cancellations are scarce because the
parties and the finance entities themselves have an interest in hiding them (Arifio, 2009;
Séanchez Muioz, 2013); however, according to the GRECO (2009) estimations, between
1997 and 1999 alone, credit entities cancelled party loans to a value of 19,100,000 euros.

The truth is that for a long time some parties saw cancellations as the only solution to
their pressing financial situation. Therefore, when the legislation was reformed in 2007,
they supported authorising the negotiation of debt conditions between political parties
and credit entities with the only requirement being that they should be established
according to the uses and customs of trade activity. In fact, this meant leaving ‘the
door open to cancellations’ (Arifio, 2009, p. 17) because unlike donations, no quantitative
limit was imposed on the cancellations and if they were to occur, it was only mandatory
for each party to inform the COA and the Bank of Spain. However, no solution was
provided for the structural problems of the parties’ economic insufficiency, and they
could actually become more indebted relying on the fact that their debts would be
condoned. As the GRECO (2009) recognised with great concern, this legal provision
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could imply that credit entities would use loans to finance political parties without having
to conform to the restrictions imposed on donations.

Criticisms of the questionable legitimacy of debt cancellations forced their prohibition
in 2015. They were seen as ‘a breach of the principles of objectivity, equality/proportion-
ality and ideological neutrality that drive the financing model” (Ruiz-Rico, 2015, p. 299),
and also the cause behind the democratic and economic distortions arising from these
types of relations between banks and political parties (Cingano & Pinotti, 2013).
Nevertheless, the scope of this prohibition is questionable. Among other shortcomings,
the regulations still allow parties to reach agreements with credit entities regarding the
conditions of their debt, although it includes a new provision whereby the type of interest
they agree on cannot be lower than that applied under market conditions. In addition, no
control at all has been established to avoid unpaid debts (and not claimed by the bank)
from becoming covert write-offs (Pérez Rivas, 2019), and more importantly, no limit to
the possible indebtedness of political parties has been established, so in the area of party
funding in Spain, the problem of bank over-indebtedness continues to be an unresolved
issue.

3. Foundations linked to political parties: specific characteristics of their
financing regime

Political foundations are officially independent legal entities, but they maintain a strong
link with the political parties they are associated with. This link is not just limited to
sharing ideology, objectives and participating in party activities, but it also exists in their
economic-financial relations with political parties. However, as far as financing is con-
cerned, Spanish legislation establishes special provisions for these organisations, which
demonstrates the favourable treatment that the legislator wishes to give political founda-
tions in relation to the control and transparency of their financial activity (Reed et al.,
2021; Sdanchez Mufoz, 2015; Santano, 2016).

The legislator’s laxity is best illustrated by the example of donations. While donations
to parties by legal persons have been completely banned and those from natural persons
have been limited to 50,000 euros per year (if they are immovable property there is no
limit) since 2015, political foundations can receive any amount from both natural and
legal persons. They are only banned if they proceed from public bodies, entities or
companies. Even so, donations from companies that provide services or carry out
works for public Administrations through a valid contract are considered legitimate.
The only requirement for donations from legal persons is that there is an agreement with
the body or competent representative to that effect and if they are monetary and over
120,000 euros a public document should be drawn up.

Undoubtedly, allowing political foundations to receive donations from legal persons is
not consistent with the reason why they are prohibited for parties. If the danger arising
from business money, and specifically money from companies contracted by the
Administration, is that it is given with the intention of intervening in political decisions,
it does not seem less dangerous if it is received by foundations whose managers are
closely linked to political parties. Such a legal provision only makes it evident that the
legislator is unwilling to restrict the potential indirect channels of illicit and irregular
funding of political parties (Boix Palop, 2014; Ridao, 2014).
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However, this legislative laxity also becomes apparent in another legal provision, in
this case related to contributions received in the framework of collaboration agreements
(Pérez Rivas & Sanjurjo, 2020; Sanchez Muioz, 2013, 2015). Since 2007, the COA
included in the ARPPA the warning that the majority should be considered donations,
alluding to the essentially gratuitous nature of these contributions, since they were not in
exchange for any service by the political foundation. However, this observation was not
taken into account and in 2012 the legislator established that no monetary or equity
contribution should be considered a donation if its purpose is to finance an activity or
specific project which, on being related to the social or statutory objective of the
intervening entities, responds to their common interest. It has to be mentioned that as
Garcia Vifnuela (2019) suggests, for companies in general, this cover-up formula for
financing political foundations is more attractive since it is less negative for their image.
Besides, since these collaboration agreements can even be entered into with public
bodies, entities and companies, the contributions made by these public sector entities
to political foundations would not be illegal either, although they would be if they were
donations (Sanchez Muiioz, 2015).

Moreover, it should be noted that the COA only has the power to audit contributions
received by the foundations and entities linked to political parties and the expenses
charged against public subsidies, but much of the income and expenses are beyond their
control. Consequently, they cannot carry out an adequate supervision of the legality of
the accounting of these organisations, which considerably undermines their ability to
control political finances.

Hence, the current financing regime and the control of foundations linked to political
parties is manifestly in need of improvement, and undoubtedly it is one of the greatest
loopholes that exists in the regulation of political financing in Spain. The almost total
absence of limits in relation to the subjects that can donate to associated foundations and
entities and the amount they can donate, together with the possibility that these organi-
sations could transfer funds to the parties means that opportunistic money evades legal
controls and can continue flowing into the political parties.

4. Relation between the bank indebtedness and the cost of debt of political
parties and the donations their associated foundations receive

The economic-financial relations between political parties and their foundations are
frequent and although many of them can be extremely ambiguous, they are assumed to
be consolidated practices in the context of political organisations. The COA has pointed
out some of these practices in the ARPPA, although it is understood that the financial
framework that may exist between political parties and the foundations they control is
complex and largely beyond the control of this regulatory body.

Among the economic-financial operations between political parties and their founda-
tions pointed out by the COA, the following should be cited: transfers of economic aid
from political parties to their foundations, the provision of guarantees, granting credits,
debt cancellations, property leases, fees paid to the foundations by public posts or services
provided by political groups to their foundations.

It should be noted that accounting entries which reflect some of these operations can
be fictitious and in reality hide a transfer of irregular funding for political parties. This is
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demonstrated in the case of irregular financing by Convergéncia Democratica de
Catalunya (CDC) through its foundations Trias Fargas (subsequently CatDem) and
Férum Barcelona and by the Partido Popular (PP) in Madrid through the foundation
for Desarrollo Econémico y Social de la Comunidad Auténoma de Madrid (Fundescam).
According to the judicial investigations, through their foundations, these parties would
have received donations from businesspeople in exchange for being awarded public
contracts. These are donations that the foundations channel towards the party using
different formulas. For example, by paying invoices for fictitious or overvalued services,
by paying the invoices of third parties who in fact provide services to the party, having
staff that work for the party on their payroll or by awarding credits.

Although these are not the only cases of irregular funding that have affected the
political panorama in Spain, they do bring to light how political parties can continue to
receive opportune business financing (or any other type of illicit funding) through their
foundations. Therefore, they confirm the relevance that donations received by political
foundations can have for the treasury of the parties they are associated to. The study by
Cavero and Gonzilez Morales (2021) shows how Spanish political parties tend to
increase their level of indebtedness, the higher the income they receive in donations
and contributions from public posts. Following on from this, in this paper we theorise
that the parties’ decision to resort to bank indebtedness could be affected by the dona-
tions that their foundations receive. Some examples have already been cited of how illegal
money can be laundered (fundamentally business donations) so that it finally increases
the budgets of political groups. Insofar as the parties count on their foundations as part of
the mechanisms used to channel illicit donations so that they can shoulder their expenses
or at any given time make monetary transfers to them, they will rely on them as
a potential source of income. This perspective leads to the definition of the following
hypothesis:

H1: The donations received by the foundations linked to political parties condition the
level of bank indebtedness of political parties.

Therefore, it’s important to highlight that these donations can also have a significant
influence on the risk perception by financial entities and consequently have a direct
impact on the interest rates political parties must face when acquiring debt. When
a political party or, in this case, its foundations, receives a steady and substantial flow
of donations, it can be interpreted as an indication of solid financial backing, whether at
the level of social support or from specific interest groups. This situation can contribute
to the development of a good financial reputation for the political party over time, and
following economic theory principles, this solid financial reputation can translate into
tangible economic benefits, such as the possibility of accessing capital at lower costs
(Diamond, 1989). Consequently, the following hypothesis is proposed:

H2: The cost of debt is inversely related to the level of donations received by the
foundations linked to political parties.

It is also necessary to take into account the variables that control the impact that
donations received by the foundations and cost of debt have on the bank indebtedness
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of political parties. A very important one is party size. The public funding received by
parties is proportional to the number of votes and seats in parliament, and therefore the
larger the party, the larger the public subsidies it receives, and the greater its capacity to
generate other private income. This may enable them to access bank loans with lower
interest rates and more advantageous conditions (Garcia Cotarelo, 1985). Nevertheless,
there can also be an inverse relation between indebtedness and size, since the recognition
and reputation of larger political parties can facilitate their access to other channels of
financing that are different to indebtedness (Cavero & Gonzélez Morales, 2021). Some
alternative channels that may be more limited for small organisations (Mato, 1990).

Moreover, in line with previous considerations, the voting intention of political parties
is also a factor that can determine parties’ indebtedness. The more seats they are
projected to win in opinion polls, the higher their forecasts of public funding, and this
may influence their borrowing capacity. Political parties may be willing to borrow more
to finance their activity, and financial institutions may be less credit constrained because
of the guarantee offered by public subsidies. However, a higher voting intention and, as
a consequence, a higher projection of public funding could also reduce the parties’ need
to borrow. Moreover, it could translate into a lower debt burden if financial institutions,
based on voting intentions, consider future cash flows to be secure and, as a result, lend at
lower interest rates and on more favourable terms.

Another variable to consider is ideology. According to the studies by Katsaitis (2020),
covering the European context, and by Parrilla et al. (2016), focusing on the Spanish case,
the political foundations situated on the centre-right and right axis receive larger dona-
tions than those situated on the left and extreme left axis. Hence, it would be foreseeable
that when the donations interact with the traditional left/right dichotomy, the conserva-
tive position would be the one to have an impact on the banking dependence of political
parties.

Similarly, the finance sector could be more aligned with political parties that have
close business ties and are generally associated to the right-wing ideological spectrum
(Rudolph, 1999). This sector favours them by awarding them credit which causes their
indebtedness to increase, or it helps them by applying lower interest rates and by not
reclaiming non-payments or even cancelling their debts. In this case, the impact on bank
indebtedness would be negative. However, as Brunell (2005) and Barber (2016) recog-
nise, instead of catering to ideological motivations, the finance entities could also decide
to award financing to political parties from a different spectrum with the intention of
gaining access to public policy makers. If this were the case, bank indebtedness would not
depend on the ideological space the political party occupies.

In the same way, the governmental status of a party could affect their level of bank
indebtedness. Credit institutions could favour the political parties that lead central
government, either providing them with more credit or offering them preferential
treatment regarding financing conditions and debt payments. The same thing happens
with donations, which, when made with the intention of obtaining some type of benefit
from political representatives, will be made mainly to parties (and their foundations) that
have control of the public agenda (Cox & Magar, 1999; Fink, 2017; Katsaitis, 2020;
Rudolph, 1999).

Finally, it is also important to value the effect of the political party’s scope on their
bank indebtedness. Political parties geographically established on a national level would
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be associated with higher bank indebtedness figures (Cavero & Gonzalez Morales, 2021).
The most evident cause for this is staff and infrastructure costs, as well as those deriving
from taking part in different types of elections (municipal, regional and general), which
are much higher than those for parties who only participate in regional politics (Arifo,
2009; Blumenberg, 2013; Garcia Viituela & Gonzalez de Aguilar, 2014).

5. Research design and empirical study
5.1. Sample

The hypothesis established is contrasted using the economic-financial information of the
political parties with representation in the Congress of Deputies between 2007 and 2019
and the figures of the donations received by the group of foundations organisationally
linked to each of the political parties in the same period. Therefore, a panel data is
presented comprising nine political parties with a total of 117 observations.

Table 1 contains the identity of the political parties included in the study, and the
identity of their respective foundations. 25 foundations in total linked to nine political
parties with representation in the Congress of Deputies between 2007 and 2019.

The accounting data used has been obtained from the ARPPA issued by the COA
corresponding to the financial years the study period covers. To be exact, for political
parties the information has been obtained from the balance sheets and profit and loss
accounts, and for the respective foundations information has been taken from the
donation figures that the COA publishes in the ARPPA. The financial statements of
the political parties have been reworked to correct, where possible, accounting errors and
deficiencies observed by the COA. This procedure has also been followed for the
donations received by the associated foundations.

This study covers the period from 2007, the first year when the economic-financial
activity of the foundations linked to the political parties was subject to auditing and

Table 1. The political parties and foundations analysed.

Political Party Associated Foundations

lzquierda Unida (IU) Fundacion por la Europa de los Ciudadanos (FEC)

Partido Socialista Obrero Fundacion Alfonso Perales, Fundacié Centre d'Estudis Socials i Desenvolupament
espanol (PSOE) Gabriel Alomar, Fundacion Ideas para el Progreso, Fundacién Jaime Vera,

Fundacion Matilde de la Torre, Fundacién Pablo Iglesias, Fundacion para el
Estudio de los Problemas de las Ciudades, Fundacién Societat i Progrés de la
Comunitat Valenciana, Fundacion Perspectivas de Castilla y Ledn, Fundacion
Progreso Global, Fundacién José Barreiro, Fundacién Ramon Rubial, Fundacién
Tomas Meabe

Partido Popular (PP) Fundacion para el Andlisis de los Estudios Sociales (FAES), Fundacién para el
Desarrollo Econémico y Social de la Comunidad de Madrid (FUNDESCAM),
Fundacién Humanismo y Democracia, Fundacién Popular de Estudios Vascos

Convergencia Democratica De Fundacion Catalanista i demdcrata Trias Fargas (CATDEM), Fundacién Nous Catalans

Catalunya (CDC)

Bloque Nacionalista Galego Fundacion Galiza Sempre

(BNG)
Coalicién Canaria (CC) Fundacién Canaria 7 Islas, Fundacién Canaria Centro de Estudios Canarios Siglo XXI
Esquerra Republicana de Fundacién Josep Irla

Catalunya (ERC)
Partido Nacionalista Vasco (PNV) Fundacion Sabino Arana
Partido de los Socialistas de Fundacion Rafael Campalans
Cataluia (PSC)
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control by the COA, until 2019, as it is the last ARPPA approved by the COA at the time
of writing this paper.

5.2. Variables

The dependent variables are the level of bank indebtedness of political parties and
the cost of debt. In the study, the measurement of political parties’ indebtedness is
addressed through two distinct approaches: first, as the ratio between bank debt
and total assets (DEBT); second, as the relationship between bank debt and total
ordinary revenues (DEBTOR). The inclusion of both metrics aims to provide
a comprehensive assessment of the financial position of political parties, exploring
how different ways of measuring bank debt may influence the conclusions,
ultimately ensuring the robustness and reliability of the results. Cost of debt
(CD) is measured as the ratio of financial expenditure to bank debt (Amat
Salas, 2005).

The independent variables correspond to the aggregate figures of the donations and
contributions received by the foundations linked to political parties, deflated by the
figure of total assets. There are three variables. Individual donations (ID), partly
comprising contributions made by political posts to their political parties.
Donations from businesses or other legal entities (BD), added to which is the income
from some collaboration agreements, understood by the COA to be donations because
of the conditions under which they were made. And the contributions the foundations
receive from the political parties (PPD) they are linked to. Furthermore, the cost of
debt is included as an explanatory variable for the level of indebtedness of political
parties. When interest rates are higher, political parties are likely to show less will-
ingness to take on new debt (Gonzalez Soto et al.,, 2021). Similarly, the level of
indebtedness is considered an explanatory variable for the cost of interest. When
financial institutions perceive a greater risk associated with lending money to
a political party with a high level of indebtedness, they may charge higher interest
rates.

Additionally, the impact the donations received by the foundations have on the
bank indebtedness of political parties is controlled by introducing four control vari-
ables into the model. This will enable the validity of the hypothesis to be accurately
proven and consequently improve the rigour and depth of the research. These
variables are: size (SZ) of the political party measured by the percentage of seats
held by each political party in the Congress of Deputies (Doring & Regel, 2019); the
voting intention (VI) measured by the number of seats that the estimation of the
electoral results carried out by the Center for Sociological Research in the months
prior to the holding of general the elections (specifically in
February 20 November 200811 and 20 May 201516 and March 2019) gives to each
political party; the scope of the party’s activity (national or regional) (SCP); the fact
that it has been in the national government or not (GOV); and finally, the ideological
position of the party and foundations (IDE). The last three variables have been
dichotomously coded. In the case of ‘ideology’, although it is a simplistic classification
of the political spectrum, it is considered useful and adequate for the purpose of this
study. Although in contemporary political systems, the left/right ideological
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dimension cannot encompass the ideological complexity and plurality of the parties, it
is still the reference that citizens use to identify themselves politically (Gonzalez Ferrer
& Queirolo Velasco, 2013; Jou, 2010; Navas, 2014).

5.3. Methodology

To test the hypotheses proposed, this study used the three ordinary least-squares
regression models (OLS) for panel data with fixed effects are used. These models
also include new variables that represent the interactions between the independent
and dichotomous variables in order to evaluate their possible influence as mod-
erators between the dependent and independent variables in the different models.
In exploring a potential non-linear relationship between various donation types
and indebtedness and cost of debt, the inclusion of quadratic terms for these
variables is considered.
To test H1, the following regression models are proposed:

DEBT; = ag + B,IDi + ,BDj; + 5 PPD;; + B,ID*it + BBD?it + B PPD*it
+ B,CDjy + BsSZit + BoIVii+p,,IDE; + B,,GOV + f3,,SCP;
+ B3IDE * ID;; + 3, ,IDE * BD;; + f3,5IDE * PPD;
+ B,(IDE * ID?it + B, IDE x BD?it + f3,4,IDE * PPD*i
+ B1oIDE * CDy; + B,,GOV x ID;; + 3, GOV * BD,
+ B,,GOV x PPD;; + B,,GOV * ID*it + f3,,GOV x BD’it
+ B,sGOV % PPD?itf,,GOV * CDj; + f3,,SCP x ID;; + B,,SCP * BD;,
+ BygSCP % PPD;; + B5,SCP * ID*it + B, SCP x BD*it
+ B4,SCP x PPD?itf,,SCP x CDj; + &;t

DEBTOR;; = ay + B,ID;; + B,BD;: + B, PPD;; + B,ID*it + B BD?it + ,PPD’it
+ B;CDit + BySZit + PoIVie+P1oIDE;; + B, GOVie + B,,SCPit + f,3IDE
% ID;; + f3,,IDE % BD;; + B, IDE % PPD;; + f3, IDE  ID*it + B, IDE
* BD?it + fB,4IDE x PPD*i + B,4IDE % CD;; + f,,GOV x ID;; + B,,GOV
% BDjt + ,,GOV % PPD;; + f,,GOV x ID*it + f3,,GOV x BD?it
+ B,sGOV % PPD?itB, GOV * CDy; + f3,,SCP  ID;; + B,,SCP * BD;;
+ B,gSCP  PPD;, + B,,SCP * ID*it + f3,,SCP * BD?it + f3,,SCP
* PPD?itf,,SCP * CDy; + &

To test H2, the following regression model is proposed:

CDj; = ag + B,IDi¢ + B,BDj; + 5 PPD;; + B,ID?it + B;BD?it + B PPDit + B, DEBT;
+ BeSZit + BoIVis+P,oIDE;; + B,,GOViy + B,,SCP;; + B15IDE * ID;; + 3, ,IDE
% BDy + B,5IDE % PPD;; + B, IDE % ID*it + 8, IDE * BD?it + B,,IDE % PPD?i
+ B,oIDE % DEBT; + f,,GOV * ID;; + B,,GOV % BD;, + ,,GOV * PPD;
+ B,;GOV x ID*it + B,,GOV * BD?it + f3,:GOV x PPD*itB, GOV * DEBT;
+ B,,SCP  ID;; + B,gSCP * BDj; + B,oSCP % PPD;; + f5,SCP * ID?it + 3, SCP
* BD?it + f3,,SCP * PPD*itf,,SCP x DEBT}; + &;;
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In contrast to cross-sectional or temporal models, panel data models permit unobser-
vable time effects (fixed or temporary) to be included and the individual heterogeneity of
the study units to be controlled (Arellano, 1993; Arellano & Bover, 1990). To decide if the
effects are fixed or random the Hausman test is performed, revealing that a correlation
exists between the independent variables and the unobserved effects, consequently the
fixed model is estimated. Hence, the effects of unobserved heterogeneity corresponding
to the specific characteristics of each political party and period are contemplated by
introducing a fictitious variable (a;) for each party and year.

The Pearson correlation coefficient is used to identify the degree of linear relationship
between the quantitative variables of the model. A value of this coefficient higher than
0.8, indicates that there are possible multicollinearity problems that could affect the
estimation of the regression coefficients and consequently the reliability of the predictive
model (Gujarati, 2004). Although some variables are highly correlated, they do not
appear in the results of the regression. Besides, on analysing the variance inflation factors
and the condition indices for the independent variables, which do appear in these results,
they are verified to be lower than 10 and 30 respectively, so the presence of multi-
collinearity in the model can be ruled out (Kleinbaum et al., 1998; Menard, 2002;
Pedhazur, 1997).

6. Results and discussion
6.1. Descriptive statistics

Table 2 shows the descriptive statistics (mean, median and standard deviation) of the two
calculated bank debt ratios and the cost of debt of the political parties, along with the
ratios of the variables representing the different types of donations received by the
foundations. Tables 3, 4 and 5, present the descriptive statistics of the same variables
differentiating the sample into right-wing and left-wing parties, parties that have gov-
erned and those that have not, and parties that have a national or regional scope. The
statistical significance of mean difference is determined by the t statistics that appear in
the last column.

It is evident from the data presented in Table 2 that the ratio of bank indebtedness
among Spanish political parties, whether measured against their total assets (DEBT) or
annual revenues (DEBTOR), is notably high. On average, this ratio represents more than
150% of the parties’ assets and exceeds 90% of their annual revenues. However, there is
substantial dispersion in the data, highlighted by the high standard deviation of these

Table 2. Descriptive statistics of political parties.

Pooled sample

n =117
Variables Mean Median S.D
DEBT 1.5474 0,4819 3.7736
DEBTOR 0.9034 0.7072 0.7051
ID 0.0683 0.0319 0.1336
BD 0.2471 0.0020 0.4361
PPD 0.3623 0.0003 0.8876

@] 0.0439 0.0368 0.0374
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Table 3. Descriptive statistics of political parties with left-wing ideologies (0) and political parties with
right-wing ideologies (1).

IDE=0 IDE =1
n= 65 n= 52 Mean difference

Variables Mean Median S.D Mean Median S.D. t

DEBT 2.3959 0,5639 4.8620 0.4870 0.2918 0.8129 —1.9086***
DEBTOR 0.8482 0.7249 0.6181 0.9724 0.6457 0.8016 0.1242

ID 0.0705 0.0434 0.0784 0.0653 0.0224 0.1836 —0.0053

BD 0.1186 0.0000 0.2661 0.4035 0.1347 0.5429 0.2850%**
PPD 0.3095 0.0266 0.7274 0.4196 0.0000 1.0391 0.1100

cD 0.0429 0.0387 0.0396 0.0451 0.0358 0.0348 0.0021

Level of bilateral significance.
*p < 0,1; **p < 0.05; ***p < 0.01.

variables. This level of debt far exceeds the optimal indebtedness ratio proposed by Rees
(1990) for companies, which typically ranges between 0.4 and 0.65. Despite not being
directly comparable legal entities, such a substantial debt level significantly compromises
the financial sustainability of both for-profit and non-profit organisations, exposing
them to vulnerability before credit institutions.

Nevertheless, this situation is not the same for all the parties. Although this
analysis is not directed at the individual position of each party in this respect, it
does differentiate between groups and shows disparate indebtedness figures in
doing so. Particularly depending on how bank indebtedness is measured.
Statistically significant differences appear between all established groups when

Table 4. Descriptive statistics of political parties that have not governed (0) and political parties that
have governed (1).

GOV=0 GOV =1

Variables n=91 n= 26 Mean difference

Mean Median S.D. Mean Median S.D. t
DEBT 1.8492 0.4419 4.2349 0.4908 0.5227 0.1342 —1.3584***
DEBTOR 0.9568 0.8305 0.7855 0.7164 0.6900 0.1965 —0.2404***
ID 0.0763 0.0396 0.1466 0.0428 0.0205 0.0757 —0.0335*
BD 0.2225 0.0000 0.4797 0.3189 0.2152 0.2664 0.0964
PPD 0.4629 0.0003 0.0152 0.0838 0.0051 0.1400 —0.3792%**
cD 0.0457 0.0366 0.0418 0.0373 0.0375 0.0124 —0.0084**

Level of bilateral significance.
*p < 0,1; **p < 0.05; ***p < 0.01.

Table 5. Descriptive statistics of regional political parties (0) and national political parties (1).

SCP=0 SCP=1

Variables n=78 n=39 Mean difference

Mean Median S.D. Mean Median S.D. t
DEBT 1.9270 0.3251 4.5619 0.7880 0.5853 0.6425 —1.1390**
DEBTOR 0.9061 0.6611 0.8332 0.8979 0.7741 0.3328 —0.0083
ID 0.0893 0.0453 0.1562 0.0306 0.0085 0.0641 —0.0587***
BD 0.2561 0.0000 0.5067 0.2306 0.1291 0.2675 —0.0254
PPD 0.4693 0.0000 1.0210 0.0809 0.0060 0.1381 —0.3885***
cD 0.0488 0.0395 0.0442 0.0341 0.0334 0.0135 —0.0147***

Level of bilateral significance.
*p <0,1; *p <0,01.
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the DEBT variable is considered. On average, left-wing parties (Table 3), those
that have not been in government (Table 4) and parties at regional level (Table 5)
have a higher ratio of bank debt to total assets. In terms of DEBTOR, the most
substantial and statistically significant variation is between parties that have
governed and those that have not, as shown in Table 4. The average over-
indebtedness of parties that have not been in national government is 33,55%
higher than that of the parties that have been in government.

As regards the cost of debt, it should first be noted that, according to data
published by the Bank of Spain, the average interest rate applied by financial
institutions for loans and credits to households, private non-profit institutions
serving households and non-financial corporations between 2007 and 2019 was
6.97%. As Table 2 shows, the average cost of debt for political parties over the
same period is considerably lower, just 4.4%. And while there are no significant
differences between the cost of financing for right-wing and left-wing parties
(Table 3), the data does show that for parties in government (Table 4) and parties
at the national level (Table 5), the cost of borrowing is lower and statistically
significant.

Regarding the donations and contributions received by the foundations, they also
exhibit different patterns based on the political party groups they are associated with.
Donations made by individuals are the least substantial and, based on the t-statistic, show
significant differences between those received by foundations linked to national parties
and those associated with regional parties, with the average amount being higher in the
latter group of foundations. There are also differences between donations received by
foundations of parties that have governed the country and those that have not; the
amounts are higher in parties that have not been in government.

On the other hand, donations from legal entities, as depicted in Tables 3, 4 and 5,
primarily benefit foundations linked to right-wing parties, political parties that have led
the central government, and regional level parties. This outcome aligns with suggestions
that corporate sectors tend to fund right-wing parties (Cagé, 2020; Katsaitis, 2020) and
that when corporate donations have pragmatic motives, they predominantly go to parties
controlling public policies (Mcmenamin, 2012). However, differences between groups
are statistically significant only when foundations are separated according to the ideology
of the associated parties.

Finally, concerning the contributions that political parties make to their foundations,
as reflected in Tables 4 and 5, regional parties and those that have not governed the
country make the most significant contributions. While right-wing parties contribute
more economically to their foundations, in this case, the difference in means with left
wing parties is not statistically significant.

6.2. Multivariate analysis

Table 6 presents the results of the regression models proposed to test the two research
hypotheses. Models (1) and (2) analyse the relationship between the selected variables
and bank indebtedness of political parties and, model (3) focuses on analysing how these
selected variables influence the cost of bank indebtedness.
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Table 6. Multiple linear regression models result.

Variables DEBT (1) DEBTOR (2) b (3)
Intercept 5.404 0.999 0.076
(4.747)%** (9.149)*** (6.528)***
ID —0.844 0.125 -0.617
(—3860)*** (0.652) (-0.897)
BD 0.425 1.117 —0.652
(2.898)*** (1.187) (—0.546)
PPD 1.129 0.189 0.581
(9.006)*** (0.915) (0.576)
D2 1.063 —0.944 0.576
(4.557) (0.252) (0.743)
BD2 —-0.152 —-1.811 1.002
(-0.719) (—1.043) (0.457)
PPD2 —-1.361 -2.32 —-0.608
(=3.579) (-1.62) (—0.596)
(@))] -0.115 —0.265
(—1.693)* (—2.972)%**
DEBT —-0.612
(=3.518)***
SZ 0.281 —0.400 —-0.236
(0.567) (-0.119) (-2.377)**
v 0.715 —-0.578 —-0.147
(1.168) (—0.241) (—0.196)
IDE 0.417 0.597 —0.345
(3.157)%** (5.123)%** (-0.773)
GOV —0.385 —0.549 0.457
(—1.415) (—1.403) (0.446)
SCP —-0.305 -1.143 -2.514
(—1.325) (-0.391) (-0.337)
IDE*ID -0.329 —-0.191 -0.179
(—2.590)*** (=1.991)** (—1.804)**
IDE*BD —-0.335 —-0.196 0.608
(—1.997)** (—1.853)** (0.5)
IDE*PPD —-1.066 —-0.427 —0.184
(—8.079)*** (—4.463)*** (—1.78)**
IDE*ID2 1.980 —4.695 —0.002
(=1.702) (=1.103) (—0.002)
IDE*BD2 0.344 1.971 —-0.893
(1.204) (1.145) (—0.411)
IDE*PPD2 -1.067 0.523 0.582
(—2.338) (1.3) (0.590)
IDE*CD —-0.922 —-0.135
(=2.277) (—0.77)
IDE*DEBT 0.312
(1.832)**
GOV*ID 0.596 0.318 0.115
(2.360) (0.841) (0.243)
GOV*BD —0.141 —-0.306 0.340
(—0.920) (—3.297)%** (0.391)
GOV*PPD —-0.306 0.186 —0.485
(1.336) (1.336) (—0.666)
GOV*ID2 —0.508 —0.234 0.136
(—2.055) (—0.664) (0.311)
GOV*BD2 0.066 0.216 -0.179
(0.051) (0.363) (—0.2444)
GOV*PPD2 0.051 —-0.929 0.261
(0.181) (—0.482) (0.422)
GOV*CD —0.095 0.33
(—0.465) (0.956)
GOV*DEBT 0.281
(0.598)

(Continued)
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Table 6. (Continued).

Variables DEBT (1) DEBTOR (2) D 3)
SCP*ID —2.280 1.013 -0.314
(—2.048) (0.317) (-0.184)
SCP*BD —-0.141 0.372 0.709
(-0.374) (0.338) (0.845)
SCP*PPD —0.306 1.275 —0.606
(-0.920) (0.574) (—0.906)
SCP*ID2 1.792 —0.926 -0.016
(2.065) (—0.428) (-0.012)
SCP*BD2 1.278 0.133 0.707
(2.501) (0.171) (0.708)
SCP*PPD2 —0.283 —0.733 0.607
(-2.920) (—1.479) (1.078)
SCP*CD —-0.152 0.798
(-0.729) (0.629)
SCP*DEBT 0.311
(0.674)
Fixed effect variables Included Included Included
N 117 117 117
Adjusted R? 0.656 0.323 0.198

Level of bilateral significance.
*p < 0,01; **p < 0,05; ***p < 0,01.

6.3. Relationship between donations received by foundations and the
indebtedness of political parties

The results of models (1) and (2) confirm that the donations that foundations linked to
political parties receive act as a determining factor in their bank debt, as predicted in the
first research hypothesis. The lack of significance in the quadratic term would indicate
that there is a linear relationship between these variables and indebtedness.

On the one hand, according to model (1), the statistical significance and positive sign
of the coefficients BD (B =0.425; p <0.01) and PPD (B =1.129; p < 0.01) suggest that if
political groups rely to some extent on the fact that donations from legal persons and
contributions made by political parties could end up increasing their own budgets, they
will resort more to bank indebtedness as an additional source of funding. This result is in
line with the one obtained by Cavero and Gonzalez Morales (2021), according to which,
the Spanish political parties increase their bank indebtedness as the amount of donations
they receive increases. The coefficients of these two variables in the results of model (2)
are also positive, although they are not statistically significant. However, the positive
relationship of BD and PPD with DEBT in model (1) weakens when the parties linked to
the foundations are right-wing. This is evidenced by the statistical significance and
negative sign of the coefficients of the interactions IDE*BD (B= —0.335; p <0.05) and
IDE*PPD (B= —1.066; p < 0.01).

On the other hand, the results of model (1) shown that individual donations received
by foundations decrease the bank debt of all parties (B= —0.844; p <0.01). Moreover,
a more pronounced effect is observed in right-wing parties, as indicated by the statisti-
cally significant interaction IDE*ID (B= —0.329; p <0.01). As the COA indicates in the
ARPPA, different political parties collect these contributions through their foundations,
and this is done to favour the tax regime applied to them, as well as providing the
foundations with their own resources. Hence, it is likely that the parties that most make



16 M. GONZALEZ-MORALES ET AL.

contributions of this type to their foundations will have fewer financial needs, and
therefore they will present a lower level of bank indebtedness.

Regarding the results of model (2), they confirm the influence of donations received
by foundations on the bank debt of right-wing parties. All contributions received by these
foundations, as well as those made directly by the right-wing parties themselves, aid in
reducing the party’s bank debt. This is shown by the negative and statistically significant
coefficients of the interactions IDE*ID (B= —0.191; p < 0.05), IDE*BD (B= —0.196; p <
0.05), and IDE*PPD (B= —0.427; p < 0.01). Additionally, the model (2) results suggest
that donations from legal entities received by foundations linked to parties that have been
in the national government have a negative and significant impact on their bank debt (B=
~0.306; p < 0.01).

The results of models (1) and (2) are consistent in showing that an increase in the cost
of debt leads to a decrease in the bank indebtedness of political parties, as indicated by the
negative and statistically significant coefficients of CD. As highlighted by Memon et al.
(2015) in their study based on non-financial private firms, it is probable that political
parties, to avoid financial risks and improve their long-term economic viability, minimise
their indebtedness as financial expenses rise. An increase in the cost of debt might also
motivate political parties to carry out loan renegotiations to secure better conditions, as
permitted by current legislation.

In light of the results, the size of political parties and their voting intentions do not
significantly influence bank indebtedness. Despite the fact that size is directly linked to
the public funding they receive and voting intention to the income they project through
this way, and that parties’ needs increase as their income does (Sinchez Muifioz, 2015),
these variables do not help predict the level of party debt, whether measured in relation to
assets or ordinary income. Additionally, there is no relationship between the scope of the
political party or having been in government and bank indebtedness. In a general sense,
only the ideology of the party significantly influences the level of bank indebtedness in
both models. The results of model (1) indicate that being a right-wing party has a positive
impact (B= 0.417; p <0.01) and the results of model (2) show an even stronger positive
impact (B=0.597; p <0.01). This result could be linked to the financial strategies and
sources of funding these parties employ compared to left-wing parties. As Rudolph
(1999) points out, right-wing parties might be more inclined to seek funding through
bank loans due to their historical relationship or alignment with certain business and
financial sectors. Meanwhile, left-wing parties might focus on other alternative sources of
funding, such as donations or microcredits.

6.4. Relationship between donations received by foundations and the cost of debt
of political parties

The second hypothesis of the research suggests that the cost of debt of political parties is
inversely related to the level of donations received by their foundations. The results of
model (3) reveal that only the donations received by foundations associated with right-
wing parties influence the debt cost of these political parties. Furthermore, only indivi-
dual donations and those made by political parties, as confirmed by the statistical
significance of the coefficients of the variables IDE*ID (B= -0.179; p <0,05) and
IDE*PPD (B =-0.187; p < 0,05), also exhibit a linear relationship.
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The results indicate that bank indebtedness has a significant negative influence on the
cost of debt (B= —0.612; p <0.01). Although this relationship may be contradictory, if
a party carries high indebtedness, but has a good payment performance, it can build
lender confidence and secure more favourable interest rates, as demonstrated by the
findings of Ruslim and Muspyta (2021) within the area of private enterprises.
Furthermore, these results might also align with the renegotiation of political parties’
debts with financial institutions at lower interest rates, as previously mentioned.
Additionally, it should also be noted that, in the period under analysis (2007-2019),
the market experienced a general reduction in interest rates. Thus, even with an increase
in indebtedness, the cost of debt could have decreased due to this trend in interest rate.
However, the result highlight that within right-wing parties, an increase in indebtedness
is associated with a significant rise in the debt of cost (B =0.312; p < 0.05).

Finally, as reflected in the results of model (3), the control variables IDE, IV, GOV,
and SCP do not significantly influence the debt of cost. However, party size does exhibit
statistical significance and has a negative impact on the debt of cost (B= —0.236; p < 0.05).
Consistent with previous research (Kouki & Said, 2012; Sapienza, 2004; Smith, 2012), the
size of organisations may be associated with a heightened perception of financial stability
and, therefore, be an additional guarantee that offers advantages in negotiations with
financial entities.

7. Conclusion

Political foundations are generally subject to less control of their economic-financial
activity and, particularly, to a public funding regime with few limits and restrictions.
These are unique characteristics that enable them to obtain funds from the business
sector and to become a gateway to the irregular financing of political parties. This study
offers a new perspective on the relationship between donations received by foundations
and the bank indebtedness (and its financial cost) of political parties. The findings reveal
that these financial flows influence the level of bank indebtedness and the cost of such
debt, particularly among right-wing parties. It’s worth noting that the direct influence of
foundation donations on party finances raises concerns about independence in political
decision-making and impartiality in the political and institutional activities of these
parties (Lipcean & McMenamin, 2023; Ohman, 2013).

The research findings demonstrate that the party’s ideology plays a significant role in
its bank indebtedness as well as in the associated financial cost. While all political parties
have consistently resorted to bank credit to finance their electoral and routine activities
since the beginning of the political transition (Arifio, 2009), the influence of ideology on
bank indebtedness could affect not only the parties’ economic solvency but also their
autonomy and ability to represent the diverse interests of society. It is important to
highlight that this ideological effect on indebtedness could be linked to a potential bias in
how financial entities treat certain parties within the political spectrum. Similarly,
a parallel interpretation could be drawn concerning the size of party, where, according
to our findings, the larger the party, the lower the cost of its debt. Both characteristics of
the parties, ideology, and size, could influence equity in access to bank financing and
potentially impact the equal opportunities of electoral competitors.
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Overall, these results shed light on the problems in the financing of Spanish political
parties, the legislative shortcomings with respect to political foundations and the com-
plicated relation of parties with bank indebtedness. However, they also suggest that the
question underlying the problems of indebtedness and the irregular financing of Spanish
political parties is financial insufficiency. It will be necessary to analyse the expenditures
and revenues (electoral and ordinary) of the Spanish political parties and debate whether
they are too few or too many in accordance with the reality of modern electoral
procedures and in comparison with the political formations of comparable democracies.
But, unless an answer is given to the economic problems of political parties, neither the
transparency of their financial sources nor equal opportunities in electoral competitions
can be guaranteed because money in politics is like water, it always finds a channel (La
Raja & Schaffner, 2015).

In any case, a prior understanding of the factors that explain the bank indebtedness of
political parties is key to being able to design effective legal and financial mechanisms to
control debt. In this regard, the empirical evidence from this study can be valuable for
legislators, financial managers of political parties, and the entities and agencies dedicated
to preventing corruption and to promoting transparency in political funding, providing
them with arguments to be able to determine which direction their decisions should take.
Likewise, this study provides information of value to citizens as agents of social control of
political representatives’ activity. On the other hand, this study opens the way for future
research, since the theoretical and empirical perspective of the subject generates enough
space to continue advancing and deepening in the matter.

Disclosure statement

No potential conflict of interest was reported by the author(s).

ORCID

Monica Gonzalez-Morales (2) http://orcid.org/0000-0002-6962-8897
José Antonio Cavero-Rubio () http://orcid.org/0000-0002-9457-6312
Araceli Amoros-Martinez (%) http://orcid.org/0000-0002-0610-1297

References

Amat Salas, O. (2005). Claves del analisis de empresas. Revista de Contabilidad y Direccion, 2, 13-
51. https://accid.org/wp-content/uploads/2018/09/analisis_castellano_013-051.pdf

Arellano, M. (1993). On the testing of correlated effects with panel data. Journal of Econometrics,
59(1-2), 87-97. https://doi.org/10.1016/0304-4076(93)90040-C

Arellano, M., & Bover, O. (1990). La econometria de datos de panel. Investigaciones Econémicas, 14
(1), 3-45.

Arifo, G. (2009). La financiacion de los partidos politicos. Ediciones Cinca.

Barber, M. (2016). Donation motivations. Political Research Quarterly, 69(1), 148-159. https://doi.
0rg/10.1177/1065912915624164

Blumenberg, M. (2013). Ausgabenstrukturen demokratischer parteien im internationalen vergleich.
Verlag Dr. Kovac.


https://accid.org/wp-content/uploads/2018/09/analisis_castellano_013-051.pdf
https://doi.org/10.1016/0304-4076(93)90040-C
https://doi.org/10.1177/1065912915624164
https://doi.org/10.1177/1065912915624164

SPANISH JOURNAL OF FINANCE AND ACCOUNTING / REVISTA ESPANOLA DE FINANCIACION Y CONTABILIDAD . 19

Boix Palop, A. (2014). Modelos de financiacién de partidos politicos y corrupcion: de los partidos
del sistema a los partidos de los ciudadanos. In A. Jarenio (Ed.), Corrupcién piiblica: Cuestiones
de politica criminal (pp. 161-195). Iustel.

Brunell, T. (2005). The relationship between political parties and interest groups: Explaining
patterns of PAC contributions to candidates for congress. Political Research Quarterly, 58(4),
681-688. https://doi.org/10.1177/106591290505800415

Cagé, J. (2018). Le Prix de la Démocratie. Fayard.

Cagé, J. (2020). The price of democracy. How money shapes politics and what to do About it.
Harvard University Press.

Casal Bértoa, F., Molenaar, F., Piccio, D. R., & Rashkova, E. R. (2014). The world upside down:
Delegitimising political finance regulation. International Political Science Review, 35(3),
355-376. https://doi.org/10.1177/0192512114523302

Cavero, J. A., & Gonzalez Morales, M. (2021). The influence of party funding on the bank
indebtedness of political parties. Revista de Contabilidad-Spanish Accounting Review, 24(2),
297-312. https://doi.org/10.6018/rcsar.356151

Cingano, F., & Pinotti, P. (2013). Politicians at work: The private returns and social costs of
political connections. Journal of the European Economic Association, 11(2), 433-465. https://doi.
org/10.1111/jeea.12001

Cox, G., & Magar, E. (1999). How much is majority status in the U.S. congress worth? American
Political Science Review, 93(2), 299-309. https://doi.org/10.2307/2585397

Diamond, D. (1989). Reputation acquisition in debt markets. Journal of Political Economy, 97(4),
828-862. https://doi.org/10.1086/261630

Doring, H., & Regel, S. (2019). Party facts: A database of political parties worldwide. Party Politics,
25(2), 97-109. https://doi.org/10.1177/1354068818820671

Fink, A. (2017). Donations to political parties: Investing corporations and consuming individuals?
Kyklos, 70(2), 220-255. https://doi.org/10.1111/kykl.12136

Garcia Cotarelo, R. (1985). Los Partidos Politicos. Editorial Sistema.

Garcia Vinuela, E. (2019). Reformas de la financiacién politica para preservar los ingresos de los
partidos: evidencia de tres reformas espaiolas income-Preserving Political Finance Reforms:
Evidence from Three Spanish Reforms. Revista Espafiola de Investigaciones Socioldgicas, 167,
3-18. https://doi.org/10.5477/cis/reis.167.3

Garcia Vinuela, E., & Gonzalez de Aguilar, C. (2014). Financiacion de los partidos y busqueda de
rentas, un andlisis de las reformas de la financiacion politica espanola de 2007 - 2012. Revista
Espaiiola de Ciencia Politica, 34, 145-165. https://recyt.fecyt.es/index.php/recp/article/view/
37616

Gonzalez Ferrer, L. E., & Queirolo Velasco, R. (2013). Izquierda y derecha: formas de definirlas, el
caso latinoamericano y sus implicaciones. Ameérica Latina Hoy, 65, 79-105. https://doi.org/10.
14201/alh20136579105

Gonzalez Soto, K., Duque Espinoza, G., & Espinoza Flores, O. (2021). Factores determinantes de la
estructura de capital en empresas ecuatorianas. Compendium: Cuadernos de Economia
y Administracion, 8(2), 238-249. https://doi.org/10.46677/compendium.v8i2.874

GRECO. (2009). Third evaluation round. Evaluation report on Spain on Transparency of party
funding (Theme II). https://rm.coe.int/CoERMPublicCommonSearchServices/
DisplayDCTMContent?documentId=09000016806c9d72

GRECO. (2011). Third evaluation round. Compliance report on Spain on transparency of party
funding. https://rm.coe.int/ CoOERMPublicCommonSearchServices/DisplayDCTMContent?
documentId=09000016806c9daf

GRECO. (2013). Third evaluation round. Second compliance report on Spain on transparency of
party funding. https://rm.coe.int/CoERMPublicCommonSearchServices/
DisplayDCTMContent?documentId=09000016806c9db2

GRECO. (2015). Third evaluation round. Addendum to the second compliance report on Spain on
transparency of party funding. https://rm.coe.int/ COERMPublicCommonSearchServices/
DisplayDCTMContent?documentId=09000016806c9db6


https://doi.org/10.1177/106591290505800415
https://doi.org/10.1177/0192512114523302
https://doi.org/10.6018/rcsar.356151
https://doi.org/10.1111/jeea.12001
https://doi.org/10.1111/jeea.12001
https://doi.org/10.2307/2585397
https://doi.org/10.1086/261630
https://doi.org/10.1177/1354068818820671
https://doi.org/10.1111/kykl.12136
https://doi.org/10.5477/cis/reis.167.3
https://recyt.fecyt.es/index.php/recp/article/view/37616
https://recyt.fecyt.es/index.php/recp/article/view/37616
https://doi.org/10.14201/alh20136579105
https://doi.org/10.14201/alh20136579105
https://doi.org/10.46677/compendium.v8i2.874
https://rm.coe.int/CoERMPublicCommonSearchServices/DisplayDCTMContent?documentId=09000016806c9d72
https://rm.coe.int/CoERMPublicCommonSearchServices/DisplayDCTMContent?documentId=09000016806c9d72
https://rm.coe.int/CoERMPublicCommonSearchServices/DisplayDCTMContent?documentId=09000016806c9daf
https://rm.coe.int/CoERMPublicCommonSearchServices/DisplayDCTMContent?documentId=09000016806c9daf
https://rm.coe.int/CoERMPublicCommonSearchServices/DisplayDCTMContent?documentId=09000016806c9db2
https://rm.coe.int/CoERMPublicCommonSearchServices/DisplayDCTMContent?documentId=09000016806c9db2
https://rm.coe.int/CoERMPublicCommonSearchServices/DisplayDCTMContent?documentId=09000016806c9db6
https://rm.coe.int/CoERMPublicCommonSearchServices/DisplayDCTMContent?documentId=09000016806c9db6

20 M. GONZALEZ-MORALES ET AL.

GRECO. (2016). Third evaluation round. Second addendum to the second compliance report on Spain
on transparency of party funding. https://rm.coe.int/ CoOERMPublicCommonSearchServices/
DisplayDCTMContent?documentId=09000016806cac21

Gujarati, N. (2004). Basic econometric. The McGraw-Hill Companies.

Hummel, C., Gerring, J., & Burt, T. (2021). Do political finance reforms reduce corruption? British
Journal of Political Science, 51(2), 869-889. https://doi.org/10.1017/S0007123419000358

Jou, W. (2010). The heuristic value of the left-right schema in East Asia. International Political
Science Review, 31(3), 366-394. https://doi.org/10.1177/0192512110370721

Katsaitis, A. (2020). Following the money: Exploring business financial contributions to the
European Union’s political parties. Journal of Common Market Studies, 58(5), 1342-1351.
https://doi.org/10.1111/jcms.13032

Kleinbaum, D. G., Kupper, L. L., Muller, K. E., & Nizam, A. (1998). The method of maximum
likelihood. applied regression analysis and other multivariable methods. Duxbury Press.

Kouki, M., & Said, H. (2012). Capital structure determinants: New evidence from French panel
data. International Journal of Business & Management, 7(1), 214-229. https://doi.org/10.5539/
ijbm.v7nlp214

Lambert, T. (2019). Lobbying on regulatory enforcement actions: Evidence from U.S. commercial
and savings banks. Management Science, 67(6), 2545-2572. https://doi.org/10.1287/mnsc.2017.
2895

La Raja, R. J., & Schaffner, B. F. (2015). The hydraulics of campaign money. In R. J. L. Raja &
B. F. Schaffner (Eds.), Campaign finance and political polarization: When purists prevail (pp.
108-133). University of Michigan Press.

Leon, J. (2019). La reforma de los delitos de financiacién ilegal de partidos politicos: un debate
desenfocado. Estudios Penales y Criminoldgicos, 39, 541-591. https://doi.org/10.15304/epc.39.
6066

Lipcean, S., & McMenamin, I. (2023). Rethinking public funding of parties and corruption:
Confronting theoretical complexity and challenging measurement. Governance-An
International Journal of Policy Administration and Institutions, 37(2), 537-559. https://doi.
org/10.1111/gove.12782

Mato, G. (1990). Estructura financiera y actividad real de las empresas industriales. Economia
Industrial, 272, 107-114.

Mcmenamin, I. (2012). If money talks, what does it say? varieties of capitalism and business
financing of parties. World Politics, 64(1), 1-38. https://doi.org/10.1017/5S004388711100027X
Memon, P. A, Rus, R. B. M., & Ghazali, Z. B. (2015). Firm and macroeconomic determinants of
debt: Pakistan evidence. Procedia-Social and Behavioral Sciences, 172, 200-207. https://doi.org/

10.1016/j.sbspro.2015.01.355

Menard, S. (2002). Applied logistic regression analysis, series: Quantitative applications in the social
sciences. Sage.

Mian, A., Sufi, A., & Trebbi, F. (2010). The political economy of the US mortgage default crisis. The
American Economic Review, 100(5), 1967-1998. https://doi.org/10.1257/aer.100.5.1967

Murillo de la Cueva, P. (1993). La Financiacion de los partidos y de las elecciones. La legislacion
interminable. Revista Vasca de Administracién Publica, 37, 21-56. https://recyt.fecyt.es/index.
php/recp/article/view/37616

Nassmacher, K. H. (2009). The funding of party competition: Political finance in 25 democracies.
Nomos.

Navas, A. (2014). Izquierda y derecha: suna tipologia valida para un mundo globalizado? Revista de
Comunicacion, 13, 163-176. https://revistadecomunicacion.com/article/view/2724/2233

Norris, P., & Abel van Es, A. (2016). Checkbook elections? political finance in comparative
perspective. Oxford University Press.

Ohman, M. (2013). Controlling money in politics: An introduction. International Foundation for
Electoral Systems.

Parrilla, R., Almirén, N., & Xifra, J. (2016). Crisis and interest. The political economy of think
tanks during the great recession. American Behavioral Scientist, 60(3), 340-359. https://doi.org/
10.1177/0002764215613404


https://rm.coe.int/CoERMPublicCommonSearchServices/DisplayDCTMContent?documentId=09000016806cac21
https://rm.coe.int/CoERMPublicCommonSearchServices/DisplayDCTMContent?documentId=09000016806cac21
https://doi.org/10.1017/S0007123419000358
https://doi.org/10.1177/0192512110370721
https://doi.org/10.1111/jcms.13032
https://doi.org/10.1111/jcms.13032
https://doi.org/10.5539/ijbm.v7n1p214
https://doi.org/10.5539/ijbm.v7n1p214
https://doi.org/10.1287/mnsc.2017.2895
https://doi.org/10.1287/mnsc.2017.2895
https://doi.org/10.15304/epc.39.6066
https://doi.org/10.15304/epc.39.6066
https://doi.org/10.1111/gove.12782
https://doi.org/10.1111/gove.12782
https://doi.org/10.1017/S004388711100027X
https://doi.org/10.1016/j.sbspro.2015.01.355
https://doi.org/10.1016/j.sbspro.2015.01.355
https://doi.org/10.1257/aer.100.5.1967
https://recyt.fecyt.es/index.php/recp/article/view/37616
https://recyt.fecyt.es/index.php/recp/article/view/37616
https://revistadecomunicacion.com/article/view/2724/2233
https://doi.org/10.1177/0002764215613404
https://doi.org/10.1177/0002764215613404

SPANISH JOURNAL OF FINANCE AND ACCOUNTING / REVISTA ESPANOLA DE FINANCIACION Y CONTABILIDAD . 21

Pedhazur, E. (1997). Multiple regression in behavioral research. Hartcourt Brace College
Publishers.

Pérez Rivas, N. (2019). Las lagunas punitivas del delito de financiacién ilegal de partidos politicos:
especial referencia a las condonaciones de deuda por las entidades de crédito. Revista de Derecho
Penal y Crimonologia, 3(22), 329-357. @ Epoca. https://doi.org/10.5944/rdpc.22.2019.26440

Pérez Rivas, N., & Sanjurjo, V. (2020). La financiacién privada de los partidos politicos a través de
sus fundaciones: ;una puerta abierta a su financiacién indirecta e ilegal? Revista General de
Derecho Constitucional, 33. https://www.researchgate.net/publication/345310140_LA_
FINANCIACION_PRIVADA_DE_LOS_PARTIDOS_POLITICOS_A_TRAVES_DE_SUS_
FUNDACIONES_UNA_PUERTA_ABIERTA_A_SU_FINANCIACION_INDIRECTA_E_
ILEGAL

Pinto-Duschinsky, M. (1991). The party foundations and political finance in Germany. In
F. L. Seidle (Ed.), Comparative issues in party and election finance (pp. 179-250). Dundurn
Press.

Rashkova, E. R., & Su, Y. P. (2020). Political finance regimes and party system size: Evidence from
new and established European democracies. European Political Science Review, 12(1), 35-48.
https://doi.org/10.1017/S1755773919000316

Reed, Q., Jouan, B., Devrim, D., Krieger, T., Kubekova, V., Blomeyer, R., & Henemann, F. (2021,
June). Financing of political structures in EU Member States. Directorate General for Finance,
European Parliament. PE 694.836. https://www.europarl.europa.eu/RegData/etudes/STUD/
2021/694836/IPOL_STU(2021)694836_EN.pdf

Rees, B. (1990). Financial analysis. Prentice Hall.

Ridao, J. (2014). La transparencia y el control econémico-financiero de los partidos politicos en
Espana. Entre un balance decepcionante y un futuro sombrio. Cuadernos Manuel Giménez
Abad, 7, 211-222. https://dialnet.unirioja.es/servlet/articulo?codigo=4757508

Rodriguez Lopez, A. (2011). Contabilidad y financiacién de los partidos politicos. CISS.

Rudolph, T. J. (1999). Corporate and labor PAC contributions in house elections: Measuring the
effects of majority party status. The Journal of Politics, 61(1), 195-206. https://doi.org/10.2307/
2647782

Ruiz-Rico, G. (2015). El control sobre la financiacion de los partidos politicos: un desafio
permanente para el legislador = The control of the financing system of the political parties:
a continuous challenge for the Legislator in Spain. Teoria y Realidad Constitucional, 35(35),
281-308. https://doi.org/10.5944/trc.35.2015.14920

Ruslim, H., & Muspyta, R. (2021). The effect of profitability and financial leverage on cost of debt
moderated earnings management. Jurnal Ekonomi, 26(1), 35-49. https://doi.org/10.24912/je.
v26il.716

Sdnchez Muiioz, O. (2013). La financiacion de los partidos politicos en Espafa: ideas para el
debate. Revista Espafiola de Derecho Constitucional, 99, 161-200. https://dialnet.unirioja.es/
servlet/articulo?codigo=4560819

Sanchez Munoz, O. (2015). La insuficiente reforma de la financiacién de los partidos: la necesidad
de un cambio de modelo. Revista Espariola de Derecho Constitucional, 104(104), 49-82. https://
doi.org/10.18042/cepc/redc.104.02

Santano, A. C. (2016). La Financiacion de los partidos politicos en Espafia. Centro de Estudios
Politicos y Constitucionales.

Sapienza, P. (2004). The effects of government ownership on bank lending. Journal of Financial
Economics, 72(2), 357-384. https://doi.org/10.1016/j.jfineco.2002.10.002

Scarrow, S. E. (2018). Political finance regulation and equality: Comparing strategies and Impact.
In J. Mendilow & E. Phélippeau (Eds.), Handbook of Political Party Funding (pp. 103-124).
Edward Elgar.

Smith, G. P. (2012). Capital structure determinants for tax-exempt organisations: Evidence from
the UK. Financial Accountability ¢ Management, 28(2), 143-163. https://doi.org/10.1111/j.
1468-0408.2012.00540.x


https://doi.org/10.5944/rdpc.22.2019.26440
https://www.researchgate.net/publication/345310140_LA_FINANCIACION_PRIVADA_DE_LOS_PARTIDOS_POLITICOS_A_TRAVES_DE_SUS_FUNDACIONES_UNA_PUERTA_ABIERTA_A_SU_FINANCIACION_INDIRECTA_E_ILEGAL
https://www.researchgate.net/publication/345310140_LA_FINANCIACION_PRIVADA_DE_LOS_PARTIDOS_POLITICOS_A_TRAVES_DE_SUS_FUNDACIONES_UNA_PUERTA_ABIERTA_A_SU_FINANCIACION_INDIRECTA_E_ILEGAL
https://www.researchgate.net/publication/345310140_LA_FINANCIACION_PRIVADA_DE_LOS_PARTIDOS_POLITICOS_A_TRAVES_DE_SUS_FUNDACIONES_UNA_PUERTA_ABIERTA_A_SU_FINANCIACION_INDIRECTA_E_ILEGAL
https://www.researchgate.net/publication/345310140_LA_FINANCIACION_PRIVADA_DE_LOS_PARTIDOS_POLITICOS_A_TRAVES_DE_SUS_FUNDACIONES_UNA_PUERTA_ABIERTA_A_SU_FINANCIACION_INDIRECTA_E_ILEGAL
https://doi.org/10.1017/S1755773919000316
https://doi.org/10.1017/S1755773919000316
https://www.europarl.europa.eu/RegData/etudes/STUD/2021/694836/IPOL_STU(2021)694836_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/STUD/2021/694836/IPOL_STU(2021)694836_EN.pdf
https://dialnet.unirioja.es/servlet/articulo?codigo=4757508
https://doi.org/10.2307/2647782
https://doi.org/10.2307/2647782
https://doi.org/10.5944/trc.35.2015.14920
https://doi.org/10.24912/je.v26i1.716
https://doi.org/10.24912/je.v26i1.716
https://dialnet.unirioja.es/servlet/articulo?codigo=4560819
https://dialnet.unirioja.es/servlet/articulo?codigo=4560819
https://doi.org/10.18042/cepc/redc.104.02
https://doi.org/10.18042/cepc/redc.104.02
https://doi.org/10.1016/j.jfineco.2002.10.002
https://doi.org/10.1111/j.1468-0408.2012.00540.x
https://doi.org/10.1111/j.1468-0408.2012.00540.x

22 (&) M.GONZALEZ-MORALES ET AL.

Van Biezen, 1. (2003). Financing political parties and election campaigns. Council of Europe.
https://eos.cartercenter.org/uploads/document_file/path/309/Financing_Political_Parties_en.
pdf

Wolfs, W., & Smulders, J. (2018). Party finance at the level of the European Union - party finance
reform to vitalize the EU’s protoparty system? In J. Mendilow & E. Phélippeau (Eds.), Handbook
of political party funding (pp. 182-202). Edward Elgar.


https://eos.cartercenter.org/uploads/document_file/path/309/Financing_Political_Parties_en.pdf
https://eos.cartercenter.org/uploads/document_file/path/309/Financing_Political_Parties_en.pdf

	Abstract
	1. Introduction
	2. Bank indebtedness: an unresolved issue in the control of political party funding in Spain
	3. Foundations linked to political parties: specific characteristics of their financing regime
	4. Relation between the bank indebtedness and the cost of debt of political parties and the donations their associated foundations receive
	5. Research design and empirical study
	5.1. Sample
	5.2. Variables
	5.3. Methodology

	6. Results and discussion
	6.1. Descriptive statistics
	6.2. Multivariate analysis
	6.3. Relationship between donations received by foundations and the indebtedness of political parties
	6.4. Relationship between donations received by foundations and the cost of debt of political parties

	7. Conclusion
	Disclosure statement
	ORCID
	References

