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Structrual transformation is not purely a techno-eco-
nomic challenge. Above all, it is a political one. Its suc-
cess depends to a large extent on public acceptance
and social cohesion. Structural change unfolds un-
evenly across space, shaped by patterns of industrial
specialization and region-specific political-economic
configurations. In places where adjustment pressures
are concentrated, willingness to support transforma-
tion often declines. Political polarization can follow,
and - as numerous studies across OECD countries
show - populist political movements tend to gain di-
sproportionately strong support in precisely these re-
gions. Both dynamics, as the relevant academic litera-
ture suggests, can complicate the implementation of
an orderly transformation at the expense of economic
growth and social cohesion, as political polarization
and the electoral success of populist movements can
delay adjustment processes and, in certain contexts,
contribute to abrupt and conflict-ridden forms of dis-
ruption. Against this backdrop, regional policy is in-
creasingly being deployed as a political instrument to
strengthen support for structural change and prevent
political disruption in the wake of economic shocks.
International evidence suggests that regional policy
can help reduce political polarization when it protects
local employment and delivers visible improvements
in infrastructure. Yet whether, and under what condi-
tions, such effects materialize remains empirically un-
derexplored. In Germany in particular, robust empiri-
cal evidence is still lacking on whether and how
regional policy affects political polarization at the local
level.

This study therefore combines a fine-grained analysis
of German regional funding flows with a causal inves-
tigation of political effects at the local level, alongside
a differentiated examination of individual components
of Germany'’s integrated federal funding system, or
the Federal Funding System for Structural Develop-
ment Regions (GFS). It builds on the established litera-
ture on the “Geography of Discontent,” which shows
that perceived regional disadvantage and economic
status loss in Germany are expressed primarily
through support for right-wing populist parties. While
electoral abstention often reflects resignation, voting
for Alternative for Germany (AfD) represents an acti-
ve anti-system signal, closely linked to dissatisfaction
with state performance and regional inequality. This
study is the first to systematically examine the

political effects of regional development policy in
Germany using administrative microdata on the actual
disbursement of GFS funds, covering all 22 funding
programs administered by seven federal ministries at
the county level in 2021. Given the temporal scope of
the funding data, our empirical analysis focuses on
election results from three state elections: in Lower
Saxony (Oct. 9, 2022) as well as Bavaria and Hesse
(both on Oct. 8, 2023).

Taken together, the state election results provide ro-
bust evidence that public regional funding has a dam-
pening effect on political polarization, as measured by
support for the AfD. However, this effect does not
occur automatically with every euro spent. Rather, the
impact varies substantially across different funding
pillars. At the level of the three main funding pillars,
infrastructure funding shows the strongest and most
statistically significant effect on the AfD vote share.
Business-related support also produces a negative
point estimate, although the aggregate effect is not
statistically significant. At the program level, infras-
tructure funding under the Joint Task for the Improve-
ment of Regional Economic Structures (GRW), the In-
novation & Structural Change program and broadband
expansion funding emerge as statistically significant.

Research in regional economics suggests that regional
funding is politically most effective in areas facing the
greatest adjustment pressures - that is, where the lo-
cal economic base is under the most intense trans-
formation pressure. Our findings show that support
for the AfD is most responsive to funding interventi-
ons in regions facing elevated adjustment pressures.
Specifically, more intensive funding in counties with a
high share of emissions-intensive employment or acu-
te “transformation stress” leads to a statistically signi-
ficant reduction in the AfD vote share in state electi-
ons. Substantively, our estimates suggest that a €100
increase in per capita infrastructure funding is asso-
ciated with an approximately 1.00 percentage point
decline in the vote share of AfD in regions with high
concentrations of emissions-intensive employment.

Beyond this, our study highlights an important tension
in the design of German regional policy. While infras-
tructure and business support are concentrated pri-
marily in economically weaker regions, innovation-
oriented programs (such as EXIST and ZIM) barely
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reach the regions under the greatest transformation
pressure, instead clustering in areas that are already
economically strong. Yet the structural transformati-
on driven by decarbonization fundamentally challen-
ges this allocation logic. Many of the industrial specia-
lizations that are deeply rooted in local economies and
have historically sustained regional growth are now
becoming economically less viable as the transition
accelerates. As a result, the local knowledge base on
which innovation has traditionally depended also be-
gins to erode. Under these conditions, innovation po-
licy driven primarily by efficiency considerations may

actually make it harder for affected regions to develop
new avenues of growth. The GFS can therefore be
interpreted in two ways: on the one hand, it appears
to provide short-term political stabilization by ena-
bling visible investment projects on the ground that
generate strong political multiplier effects. On the ot-
her hand, it risks depriving precisely those regions of
the technological renewal they most urgently need -
regions that are both most economically dependent
on structural renewal and most politically fragile.
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Across many Western democracies, the long-term
shift toward service-based economies and knowled-
ge-intensive sectors has produced deep regional di-
sparities. Deindustrialization, automation and global
competition have triggered lasting job losses, falling
wages and the erosion of local value chains, particu-
larly in regions once shaped by industrial production
(Acemoglu and Restrepo 2018; Autor, Dorn and Han-
son 2013; Dauth, Findeisen and Stdekum 2017;
Dauth et al. 2021). Climate change - along with the
policy measures designed to mitigate it - is accelera-
ting this structural transformation and creating addi-
tional adjustment pressures. Both the materialization
of physical climate risks and the transition risks asso-
ciated with decarbonization are placing growing strain
on existing capital stock, labor markets as well as pub-
lic and private finances (Beirne, Renzhi and Volz 2021;
Claeys et al. 2024; Colgan, Green and Hale 2021).

These economic adjustment processes are unfolding
in highly uneven ways across space, giving rise to so-
called “left-behind places” - regions that have fallen
behind the national average in economic dynamism,
investment and long-term prospects (Dijkstra et al.
2020; Rodriguez-Pose 2018). Emerging research sug-
gests that left-behindness and climate vulnerability
often overlap. Economically weaker regions tend to
face both elevated physical climate risks and greater
transition risks, not least because they are more likely
to depend on emissions-intensive industries, have less
diversified economic structures and possess more li-
mited adaptive capacity (Kostarakos et al. 2025; Ro-
driguez-Pose and Bartalucci 2024). Alongside measu-
rable economic consequences - including weaker
employment, outmigration and fiscal stress - these
developments are increasingly generating political ef-
fects. A growing body of research shows that regional
economic marginalization is associated with political
alienation, declining trust in public institutions and ri-
sing support for populist and anti-system parties (Au-
tor et al. 2020; Colantone and Stanig 2018; Crema-
schi, Bariletto and de Vries 2025; Milner 2021).

In the context of the green transition, however, these
dynamics may take on a distinct character. The

phaseout of specific economic activities - in this case
emissions-intensive industries - is not an unintended
consequence of exogenous shocks such as trade poli-
cy or technological change. Rather, it is the result of a
deliberate and explicit political transformation pro-
cess. At the same time, decarbonization is deeply nor-
matively charged in public debate. Political messaging
- often framed in stark or confrontational terms - that
questions or denies the long-term viability of certain
industries or consumption patterns can create stigma-
tization effects. Among affected workers and regions,
such narratives may reinforce the perception of being
politically and economically delegitimized, potentially
reshaping political demand in these areas (Heddes-
heimer, Hilbig and Erik Voeten 2025). These dynamics
are likely to be particularly pronounced in regions fa-
cing more severe climate-related structural disrupti-
on.

Even in Germany - despite its extensive welfare state
and robust system of fiscal federalism - regional eco-
nomic disruptions, particularly in former industrial
centers and peripheral rural areas, have visibly contri-
buted to political polarization (Dippel et al. 2022;
Heddesheimer, Hilbig and Erik Voeten 2025; Scholl
and Kurer 2024). More recent research on Germany,
along with analyses by the Cologne Institute for Eco-
nomic Research (IW) on the 2025 federal election,
shows that populist parties perform particularly well
in regions where industry remains central to local va-
lue creation, yet where the future decline of these
economic structures is increasingly anticipated (Bay-
erlein et al. 2025; Bergmann, Diermeier and Kemper-
mann 2025).

Against this backdrop, governments across affluent
democracies are increasingly turning to geographical-
ly targeted economic interventions to support lagging
regions. These place-based policies - including invest-
ment subsidies, industrial policy initiatives and infras-
tructure investment - are intended to strengthen lo-
cal employment, sustain regional value creation and
counter growing spatial inequalities (Stidekum 2022;
Stdekum and Posch 2024, 2025). At the same time,
they are increasingly viewed as political instruments.
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Policymakers often see regional development funding
as a way to make state capacity visible and rebuild
public trust in “left-behind places” (Austin, Glaeser
and Summers 2018; Heddesheimer, Hilbig and Wie-
demann 2026).

Economic research has long shown that geographical-
ly targeted funding programs can stimulate economic
activity in structurally weaker regions. Studies of in-
vestment subsidies, industrial clusters, tax incentives
and large-scale infrastructure programs consistently
find positive effects on employment, productivity and
local economic growth (Bartik 2020; Siegloch, Wehr-
hofer and Etzel 2025; Kline and Moretti 2014; Neu-
mark and Simpson 2015). At the same time, the litera-
ture also points to the efficiency challenges associated
with geographically concentrated transfers. From a
macroeconomic perspective, place-based interventi-
ons can create risks of misallocation and yield only li-
mited productivity gains when funding is not tied to
clearly identifiable externalities or demonstrable bar-
riers to regional development. In this vein, Edward
Glaeser and Joshua Gottlieb (2008) argue that spatial-
ly targeted policy interventions improve welfare only
under specific conditions, and that the empirical evi-
dence points to an inherent trade-off between distri-
butive objectives and economic efficiency.

For a long time, however, the political impact of such
regional programs remained poorly understood. A
growing body of research now examines whether and
how place-based interventions shape political attitu-
des and electoral behavior. In the European context,
much of this work focuses on European Union cohe-
sion policy. These studies suggest that transfers and
investments in economically marginalized regions can
reduce populist or Euroskeptic tendencies, particular-
ly when local residents can observe tangible improve-
ments and perceive stronger labor market opportuni-
ties (Albanese, Barone and de Blasio 2022; Bayerlein
and Diermeier 2025; Crescenzi, Di Cataldo and Giua
2020; Gold and Lehr 2024; Vergioglou 2023). A criti-
cal factor is the visibility and political attribution of
state action. Direct and highly visible interventions
tend to generate stronger political feedback effects
than indirect measures such as tax incentives or inno-
vation subsidies (Mettler 2011; Campbell 2012). Evi-
dence from Germany points in a similar direction. Ha-
ger and Hilbig (2024) show that municipal spending on
visible public goods functions as a signal of prosperity
and reduces support for populist parties. Araujo, Ar-
retche and Beramendi (2024) find that infrastructure

investments generate lasting electoral effects when
spillover effects visibly improve everyday local condi-
tions. Taken together, this evidence challenges a pure-
ly transfer-based understanding of regional policy and
instead highlights the importance of policy design, vi-
sibility and local implementation capacity. Our own
research on funding cuts to Germany’s largest regio-
nal development program - the Joint Task for the Im-
provement of Regional Economic Structures (GRW) -
likewise underscores the importance of local political
responses as a condition for broader electoral effects
(Heddesheimer, Hilbig and Wiedemann 2026).

Alongside research on regional development pro-
grams, a broader body of literature has emerged on
targeted compensatory policies designed to cushion
economic shocks - whether triggered by trade expo-
sure, technological change or sector-specific crises.
While these policies pursue objectives similar to those
of regional development policy, they typically target
specific groups or industries rather than places. Here
too, the evidence on political impact remains mixed.
Some studies find that targeted compensation pro-
grams can reduce political discontent by mitigating
economic losses and strengthening trust in political
leaders (Kim and Pelc 2021; Rickard 2023). Other re-
search, however, points to the political ambivalence of
such measures. Compensation can itself send political
signals by drawing attention to the costs of economic
disruption in the first place. Kim and Gulotty (2024),
for example, show that this can generate an “anxiety
effect,” in which incumbents are punished, particularly
in regions only marginally affected by economic
shocks. Even where compensation takes the form of
substantial financial support, political effects often re-
main limited. Jares and Malhotra (2025) find that large
transfer payments to U.S. farmers during the trade
conflict had little measurable impact on voter turnout
or broader political engagement.

Against this backdrop, the German case warrants par-
ticular attention. Since 2020, Germany has operated
the Federal Funding System for Structural Develop-
ment Regions (GFS), an institutionally distinctive fra-
mework that brings a wide range of geographically
targeted policy instruments under a single umbrella.
The system combines traditional business-related
support, infrastructure investment and innovation
funding with programs aimed at strengthening social
cohesion and democratic resilience. Unlike many of
the policy interventions examined in previous re-
search, the GFS not only enables a substantial
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increase in the intensity of regional support but also
introduces systematic variation in the design of policy
interventions within the same regions. This creates a
unique opportunity to assess the political effects of
different program types, rather than treating regional
funding as a single aggregated measure. Given the
pronounced regional tensions accompanying structu-
ral transformation in Germany (see Mitsch and McNeil
2022:; Radtke and Low-Beer 2025; Reitzenstein et al.
2022; Schonauer and Glanz 2023), a central question
arises: Can the GFS serve as a visible signal of state
capacity - one capable of reducing political polariza-
tion and strengthening trust in government action?

This study thus examines whether, and through which
mechanisms, the different components of GFS fun-
ding shape political attitudes and electoral behavior.
At its core is the question of whether higher levels of
regional funding - both overall and across individual
funding pillars - contribute to political stability, for
example by reducing support for extremist and popu-
list parties such as the AfD. As the first study of its
kind in Germany, our analysis combines a fine-grained
examination of funding allocation with a causal inves-
tigation of political effects at the local level, while also
providing a differentiated assessment of individual
GFS components.

The structure of the study follows the analytical logic
linking funding allocation to political outcomes. Follo-
wing an overview of the funding system (Chapter 2)
and a discussion of the methodological approach
(Chapter 3), we turn to an empirical analysis of the
spatial distribution of GFS funding (Chapter 4).The
core of the study then turns to a causal analysis of
election outcomes at the local level - using municipa-
lities as the primary unit of analysis, with funding as-
signed at the county level - presented in Chapter 5.
This analysis also examines how regional transforma-
tion pressures shape the political effects of funding.
The study concludes with a summary of the key fin-
dings and the resulting policy recommendations for
economic policymakers (Chapter 6).
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2. Germany’s Federal Funding System for Structural

Development Regions

Germany'’s Federal Funding System for Structural De-
velopment Regions (GFS) was introduced on Jan. 1,
2020, with the aim of bringing Germany’s federal re-
gional funding programs under a single strategic fra-
mework for the first time. The system encompasses
more than 20 funding programs administered by se-
ven federal ministries across six policy areas, targeting
structurally weaker regions throughout Germany, re-
gardless of whether they are located in eastern or
western Germany, or in urban or rural areas. In this
sense, the GFS goes well beyond traditional regional
business-related support. It combines investments in
economic development, innovation, infrastructure, di-
gitalization as well as social participation and demo-
cratic resilience.1 Table 1 outlines the three core pil-
lars of the GFS, the associated funding programs and
their respective policy objectives.

The creation of the GFS can be traced back to recom-
mendations put forward in 2019 by the expert wor-
king group on “Economy and Innovation” within the
federal Commission on Equivalent Living Conditions.
The aim was to improve coordination across the fede-
ral government’s existing regional support programs,
increase transparency in the geographic allocation of
funding and establish a more systematic framework
for evaluating the effectiveness of regional develop-
ment policy. At its core, the GFS is designed to promo-
te equivalent living conditions across Germany.

The overarching objective of the GFS is to promote
equivalent living conditions across Germany. Accor-
dingly, structurally weak regions should be enabled to
provide attractive conditions for both living and wor-
king. The identification of structurally weak regions is
based largely on the criteria used in the Joint Task for
the Improvement of Regional Economic Structures
(GRW). These include regional income levels, unde-
remployment, demographic trends and infrastructure
conditions. Based on this classification, eligible regi-
ons receive preferential funding terms or exclusive
access to specific programs.

In April 2025, the federal government published the
first cross-program evaluation of the GFS (Federal Mi-
nistry for Economic Affairs and Climate Action 2025).
According to the report, the GFS contributes to mea-
surable improvements in regional development over
the medium to long term. Regions receiving GFS sup-
port show stronger economic output, higher employ-
ment, rising wages, additional private investment,
greater innovation activity and improved broadband
coverage. The funding also appears to improve migra-
tion balances and, by extension, demographic trends,
suggesting that the GFS enhances the attractiveness
of structurally weak regions and - when sufficiently
funded - can contribute to economic convergence
across regions. The political consequences of the
GFS, however - particularly its effects on regional vo-
ting behavior - have not yet been systematically ex-
amined.

1 https:/www.bundeswirtschaftsministerium.de/Redaktion/DE/Artikel/Wirtschaft/gesamtdeutsches-foerdersystem.html
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GFS pillar

(analytical

category)

Business-related support

Infrastructure and

IC services

publ

Funding program
(subcomponent)

Description

Policy objective

GRW - Commercial economy (Joint
Task for the Improvement of
Regional Economic Structures)

Investment grants for businesses in
structurally weak regions to establish,
expand or modernize facilities.

Strengthen business competitiveness
and innovation capacity, create and
safeguard jobs, stimulate private
investment.

Innovation & structural change

Support for regional innovation
ecosystems in structurally weak
regions through open-topic,
bottom-up collaboration between
academia, industry and other regional
stakeholders.

Build future-oriented innovation
hubs, support sustainable structural
transformation, foster interdisciplina-
ry and strategic partnerships.

Companies in the region

Support for regional innovation
alliances involving businesses,
universities and research institutions.

Develop and strengthen regional
innovation structures, establish
future-oriented technological
capabilities, support innovation-dri-
ven structural change.

INNO-KOM
(Innovation Competence)

R&D support for non-profit,
non-university industrial research
institutions in structurally weak
regions, including market-oriented
development, early-stage research
and infrastructure modernization.

Strengthen regional innovation
capacity, transfer research findings to
SMEs, maintain high-performing
research infrastructure.

Innovative Municipalities

Research and development projects
led by municipalities in cooperation
with academia, business and civil
society, focused on demographic
change, public services and
sustainable local development.

Strengthen municipal innovation and
governance capacity, develop
practical models for administration,
infrastructure, participation and
sustainable regional development

- particularly in structurally weak
regions.

ZIM (Central Innovation Program
for SMEs)

Technology-neutral and sector-neu-
tral support for market-oriented R&D
projects by small and medium-sized
enterprises, including individual
projects, joint ventures and
innovation networks.

Strengthen the innovation and
competitive capacity of SMEs,
support first-time innovators, foster
cooperation and regional innovation
networks, especially in structurally
weak regions.

EXIST (University-Based
Entrepreneurship)

Support for the development of
university-based entrepreneurship
ecosystems, regional startup
networks and entrepreneurial
infrastructure at higher education
institutions.

Unlock untapped entrepreneurial
potential, embed entrepreneurial
thinking in higher education, increase
innovative spin-offs, especially in
structurally weak regions.

GRW - economic infrastructure

Support for municipal investments in
business-related infrastructure,
including industrial parks, technology
centers, tourism infrastructure as well
as education and research facilities.

Improve regional location conditions,
strengthen local value chains and
economic attractiveness, increase
business investment.

Broadband expansion (Gray spot
program)

Funding for gigabit broadband rollout
in underserved areas, including
planning, consulting and fiber-optic
infrastructure expansion.

Close digital infrastructure gaps,
improve the competitiveness of rural
and structurally weak regions, ensure
digital access for households,
businesses and public institutions.

Digital Now

Grants for SMEs to digitalize business
processes, including investments in
hardware, software and workforce
training.

Accelerate digital transformation and
strengthen SME competitiveness,
with higher funding rates for
structurally weak regions.

11
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GFS pillar

(analytical
category)

Infrastructure and

Society and

ic services

publ

Democracy

Funding program
(subcomponent)

Description

Policy objective

Urban development funding

Financing for integrated urban
development initiatives through
programs such as Vibrant Centers,
Social Cohesion and Growth and
Sustainable Renewal.

Support sustainable and future-orien-
ted urban development through
downtown revitalization, neighbor-
hood stabilization and adaptation to
structural change, including climate
adaptation.

Intercompany vocational training
centers

Capital funding for construction,
modernization and equipment
upgrades in vocational training
centers, including digitalization and
development into centers of
excellence.

Strengthen vocational education and
workforce development, secure the
skilled labor base, particularly among
SMEs, modernize training infrastruc-
ture - with enhanced funding rates in
structurally weak regions.

Workshop on the Future of
Municipalities

Support for municipalities developing
local demographic strategies,
including external consulting, analysis
and citizen participation formats.

Strengthen social infrastructure, civic
participation and local attractiveness
through strategic responses to
demographic change - particularly in
structurally weak regions.

Multigenerational Housing

Accessible community spaces
providing intergenerational programs,
counseling, volunteer support and
social participation opportunities.

Strengthen social cohesion, promote
civic participation and volunteer
engagement, support demographic
adaptation and improve local quality
of life - particularly in structurally
weak regions.

Partnerships for Democracy
(part of “Live Democracy!”)

Municipal network and grant
structures supporting civil society
projects in democracy promotion,
diversity and extremism prevention.

Strengthen local civil society, expand
democratic participation - especially
among young people - and improve
social cohesion, with particular
relevance for structurally weak
municipalities.

12
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3. Data and methodology

3.1 Data sources

To systematically examine the political effects of re-
gional funding under the Federal Funding System
(GFS), we combine GFS funding data with electoral
data.

3.2 GFS funding data

Our analysis draws on administrative funding data
from the Integrated Federal Funding System for
Structurally Weak Regions (GFS), provided by the Fe-
deral Ministry for Economic Affairs and Energy
(BMWE). The data are available at the county level
and capture the actual disbursement of funds across
all ministries participating in the GFS for the year
2022. The data do not merely report aggregate fun-
ding volumes. Instead, funding flows are disaggrega-
ted by individual program lines, allowing us to analyze
key dimensions of regional support separately - inclu-
ding business-related development under the Joint
Task for the Improvement of Regional Economic
Structures (GRW), municipal infrastructure, innovati-
on and research programs, digitalization initiatives as
well as projects aimed at strengthening social cohesi-
on and democratic participation. To ensure a consis-
tent and analytically tractable framework, we group
the individual programs into three thematic pillars -
economy, infrastructure and society. This classificati-
on follows the official program taxonomy used by the
BMWE (BMWHK 2025, Figure 1). All funding volumes
are converted into per capita measures and subse-
quently standardized.2 As a result, all estimated ef-
fects can be interpreted consistently as the change
associated with a one-standard-deviation increase in
regional funding intensity.

3.3 Socioeconomic structural data

We merge the GFS funding data with socioeconomic
indicators from the INKAR database maintained by
the Federal Institute for Research on Building, Urban
Affairs and Spatial Development (BBSR 2025). These

data are available at the county level and refer to the
year 2020 - immediately before the start of the GFS
funding period. Using pre-treatment data from 2020
helps avoid endogeneity concerns that could arise if
structural characteristics had already been affected
by the funding itself. Specifically, we include the follo-
wing variables: gross domestic product per capita,
median income, gross wages, local rent levels, the
share of employment in the tertiary sector, the share
of employment in manufacturing, the share of foreign
residents, upper secondary educational attainment
and the share of refugees.

3.4 Electoral data

To assess political effects, we link the GFS funding
data with harmonized official election results from the
German Election Database (GERDA), which provides
consistent municipality-level and county-level electo-
ral data across German elections (Heddesheimer et al.
2025). Our analysis focuses on three state elections
that took place immediately after the GFS funding pe-
riod and therefore offer a particularly suitable oppor-
tunity to capture potential political responses to regi-
onal funding intensity. Specifically, we examine the
election to the 19th state parliament of Lower Saxony
on Oct. 9, 2022, as well as the elections to the 19th
state parliaments of Bavaria and Hesse, both held on
Oct. 8, 2023.

For all three elections - as well as for state elections
held before 2022 - GERDA provides fully harmonized
second-vote results at the municipal level. These are
matched to the funding data using official municipality
identifiers. The municipality therefore serves as the
primary unit of analysis, while county boundaries are
used solely to link municipalities to county-level GFS
funding data.

Our main outcome variable is the vote share of the
AfD. This focus is grounded in the established litera-
ture on the “Geography of Discontent,” which shows
that perceived regional disadvantage and economic
status decline in Germany are expressed primarily

2 Here, standardization means that each variable is divided by its own standard deviation, resulting in variables that are expressed on a

common scale.

13
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through support for right-wing populist parties (Dip-
pel et al. 2022; Heddesheimer, Hilbig and Wiedemann
2026). While electoral abstention often reflects politi-
cal resignation, voting for the AfD constitutes a more
active anti-system signal, closely linked to dissatisfac-
tion with state performance and perceived regional
inequality. Because the Sahra Wagenknecht Alliance
(BSW) party was not yet on the ballot during the peri-
od under study (2022-2023), the AfD provides the
most valid indicator of politically mobilized discontent
in structurally weak regions.

We deliberately do not analyze federal election data,
as GFS funding data are available only for the year
2022. A federal election analysis would require cover-
ing the period between 2021 and 2025. Without data
on the distribution of funding after 2022, a valid ana-
lysis is not possible. In particular, there would be a
substantial risk of measurement error if the regional
allocation of funds in 2023 and 2024 were not strong-
ly correlated with the distribution observed in 2022. If
funding priorities shifted across regions in subsequent
years, relying solely on 2022 data could introduce
substantial bias into the estimates. To avoid this risk,
and in the interest of methodological rigor, we limit
our analysis to state elections held in close temporal
proximity to the observed funding period.

3.5 Indicators of transformation
pressure

To assess whether regional funding produces diffe-
rent effects in areas facing intensified decarbonization
and adjustment pressures, we incorporate two speci-
fic indicators of structural transformation pressure
measured at the county level:

Transformation stress index: This dynamic indicator
builds on the methodology developed by Stdekum
and Rademacher (2024). It identifies counties whose
economic structures are heavily concentrated in in-
dustries that, over the period from 2000 to 2019, fai-
led to decouple emissions from economic output. A
high score therefore signals technological lag and sub-
stantial future adjustment needs.

Share of emissions-intensive employment (“brown
jobs”): This static indicator follows the classification
developed by Vona et al. (2018) and further applied
by Heddesheimer, Hilbig and Erik Voeten (2025). It
measures the share of employees at the county level
working in occupations that are disproportionately
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concentrated in environmentally intensive industries
and whose skills are only weakly transferable to emer-
ging green sectors. A high share suggests an elevated
risk of status loss and structural unemployment.

3.6 Empirical strategy

To isolate the causal effects of regional funding, we
employ a difference-in-differences (DiD) research de-
sign. Rather than comparing funded and nonfunded
regions at a single point in time, this approach exami-
nes how political outcomes evolve over time across
regions exposed to different levels of funding intensi-
ty. In other words, we do not simply ask whether vo-
ters in funded regions behave differently from voters
elsewhere. Instead, we examine whether voting beha-
vior changes differently after the introduction of fun-
ding compared with otherwise similar regions recei-
ving lower levels of support. This approach serves as
a real-world counterfactual test. It filters out stable,
time-invariant differences between regions - such as
historically rooted political preferences - and focuses
exclusively on changes over time. A key advantage of
this method lies in its ability to account for broader
trend effects. Political sentiment often shifts nation-
wide in response to major events - including econo-
mic crises, inflationary pressures or geopolitical
shocks. If one were to compare voting outcomes in
funded regions only before and after the allocation of
funds, there would be a substantial risk of incorrectly
attributing broader national trends to regional policy
interventions. The DiD framework addresses this is-
sue by subtracting the “common trend” observed in
less intensively funded comparison regions. The esti-
mated effect therefore captures only the portion of
political change that can plausibly be attributed to ad-
ditional regional funding. In our analysis, regional fun-
ding intensity is operationalized as a continuous treat-
ment variable at the county level. Specifically, we
measure per capita funding volumes for each of the
GFS funding pillars across all counties in 2022. This
year serves as the empirical baseline because it is the
first year for which complete, harmonized and pro-
gram-level funding data are available.

To identify political changes over time, we define spe-
cific pre-treatment and post-treatment periods. The
state elections in Lower Saxony (2017), Bavaria (2018)
and Hesse (2018) serve as the pre-treatment period
- before GFS funding could plausibly affect electoral
behavior. The elections held in 2022 and 2023 cons-
titute the post-treatment period. We therefore
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examine how the vote share of the AfD evolves in re-
gions with higher versus lower levels of GFS funding
relative to their preexisting electoral baseline.

3.7 Presentation of results

To present the empirical findings, we use coefficient
plots. These visualize estimated regression coeffi-
cients as point estimates along with their correspon-
ding 95% confidence intervals. Confidence intervals
that do not cross the zero line indicate statistical sig-
nificance at the 5% level. This visualization allows for
an efficient assessment of the direction, magnitude
and precision of the estimated relationships.
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4. Distribution of GFS funding

Before turning to the political impacts of regional fun-
ding, we first examine how resources under the Integ-
rated Federal Funding System are distributed across
regions. The objective of this descriptive analysis is to
better understand whether, and in what ways, funding
allocation is associated with the socioeconomic and
political characteristics of Germany’s counties.

To analyze funding patterns, we draw on structural
data from INKAR (Indicators and Maps on Spatial and
Urban Development), maintained by the Federal Insti-
tute for Research on Building, Urban Affairs and Spa-
tial Development (BBSR). We correlate per capita dis-
bursements across individual GFS subprograms in
2022 with a range of relevant economic, demographic
and political indicators at the county level, using
structural data from 2020 and 2021. The analysis in-
cludes bivariate correlations between 16 GFS funding
programs and 14 selected structural indicators. This
allows us to identify broader patterns in the distribu-
tion of funding across programs, while also highlight-
ing differences between individual funding pillars.

4.1 Broad distribution patterns: A focus
on structural weakness

Figure 1 presents the correlations between individual
GFS funding programs and a range of structural indi-
cators. Looking across all program lines, the overall
allocation pattern confirms the core orientation of the
GFS toward structurally weaker regions. Funding is
concentrated primarily in areas facing economic and
demographic pressures. This pattern is particularly
pronounced when examining political indicators.
Across the major funding programs, funding intensity
shows a strong positive correlation with the vote
share of the AfD in the 2021 federal election. The
strongest correlation is observed for total GRW fun-
ding (r = 0.58), followed closely by GRW business-re-
lated support (r = 0.55). It is important to emphasize
that these unweighted correlations are purely de-
scriptive. They primarily reflect the fact that the ad-
ministrative criteria used to allocate funding - struc-
tural weakness - overlap geographically with regions
experiencing elevated levels of political discontent. In
practice, the GFS is therefore reaching precisely those
regions that are not only under economic strain, but
where political protest has already manifested itself
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through strong electoral support for populist parties.
Consistent with this pattern, these same programs
show strong negative correlations with indicators of
prosperity. Regions receiving high levels of GRW fun-
ding tend to have significantly lower median incomes
(r = -0.42) and lower local housing costs (r = -0.35).

4.2 Heterogeneity in funding allocation

Beneath this broad pattern, however, three distinct
allocation logics emerge. A closer analysis of the cor-
relations reveals that the GFS does not operate as a
uniform policy instrument.

Rather, it simultaneously pursues multiple and, in
some cases, contrasting strategic objectives. The lar-
gest funding streams follow a clear compensatory lo-
gic, explicitly targeting structural deficits. This is parti-
cularly evident in the GRW programs - both
business-related support and infrastructure funding
- which display strong correlations with economic
weakness and elevated AfD vote shares. Interestingly,
civil society programs follow a remarkably similar pat-
tern. Partnerships for Democracy shows a correlation
of r = 0.41 with the AfD vote share, while Multigene-
rational Centers shows a correlation of r = 0.35 - ne-
arly matching the pattern observed for business-rela-
ted development programs. These programs also
disproportionately direct resources toward lower-in-
come regions (r = -0.30). Taken together, these inst-
ruments appear highly redistributive, targeting regi-
ons with the greatest socioeconomic and political
need.

In contrast, a second group of programs follows an
efficiency-oriented strategy centered on technologi-
cal excellence and innovation capacity. Here, funding
tends to flow toward regions that are already econo-
mically strong. A central example is the EXIST pro-
gram. EXIST funding is positively correlated with com-
muter inflows (r = 0.37), the share of academically
employed workers (r = 0.33) and gross domestic pro-
duct per capita (r = 0.28). Similarly, the “Companies in
the Region” program shows positive correlations with
academic employment (r = 0.26). Rather than com-
pensating for structural weaknesses across lagging
regions, these programs reinforce existing innovation
clusters - often university cities or already established
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FIGURE 1 Correlations between GFS programs and selected district-level indicators
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Source: Eigene Berechnungen auf Basis der GFS Forderdaten des BMWE.

research hubs. Unsurprisingly, these innovation-ori-
ented programs show either no correlation or slightly
negative correlations with AfD vote shares.

A third group of programs shows little systematic rela-
tionship with the structural indicators included in our
analysis, suggesting a much broader geographic dis-
tribution. Programs such as the Workshop on the Fu-
ture of Municipalities and Digital Now exhibit only
weak correlations - typically below r = 0.1 - with key
indicators, including income levels, industrial employ-
ment and political preferences. Similarly, urban de-
velopment funding shows no pronounced spatial con-
centration in relation to specific regional challenges.
This distribution pattern likely reflects differences in
application behavior among municipalities and firms,
rather than deliberate regional targeting by the fede-
ral government.

Taken together, a clear pattern emerges. While the lar-
gest share of GFS funding - particularly GRW pro-
grams and democracy-oriented initiatives - functions
as a classic compensatory policy directed toward poli-
tically fragile and economically weaker regions, the
innovation pillar — most notably EXIST - selectively
strengthens already high-performing regional centers.
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4.3 Spatial distribution of GFS funding

Figure 2 illustrates the geographic distribution of GFS
funding across Germany’s counties, measured in euros
per capita. The analysis shows that the highest funding
intensities are concentrated primarily in the eastern
federal states, although this broader pattern is inter-
rupted by significant clusters in western border regi-
ons. The highest overall funding volumes nationwide
are found in counties located in Saxony-Anhalt, Meck-
lenburg-Western Pomerania and Thuringia. The coun-
ty of Altmarkkreis Salzwedel (Saxony Anhalt) records
the highest level of funding in the dataset, receiving
approximately €557 per capita. It is followed by the
county of Ludwigslust-Parchim (Mecklenburg-Wes-
tern Pomerania) with roughly €468 per capita and
Schmalkalden-Meiningen (Thuringia) with approxima-
tely €324 per capita. At the same time, several coun-
ties in Bavaria - particularly in areas that once formed
part of the former inner-German border zone - display
funding intensities that match or even exceed those of
many eastern German regions. Notable examples in-
clude Cham, with approximately €281 per capita, Tir-
schenreuth at roughly €211 and Wunsiedel im Fichtel-
gebirge at approximately €178 per capita. All of these
figures lie well above the national average. By contrast,
funding levels in economically strong western metrop-
olitan regions remain comparatively low. Urban cen-
ters such as Munich, Frankfurt and Disseldorf receive
between €7 and €13 per capita, placing them at the
lower end of the national distribution.

Figure 3 shows that total funding volumes at the
county level are driven primarily by the economy and
infrastructure pillars, with infrastructure funding ac-
counting for the most extreme outliers in the overall
distribution. In Altmarkkreis Salzwedel, infrastructure
funding accounts for nearly the entire funding volu-
me, totaling approximately €554 per capita. A similar
pattern appears in Ludwigslust-Parchim, where infras-
tructure support reaches roughly €438 per capita and
dominates the county’s overall funding profile. Busi-
ness-related support, by contrast, reaches its highest
relative levels in specific urban and industrial centers.
The city of Jena (Thuringia) ranks highest, receiving
nearly €239 per capita. It is followed by the city of
Chemnitz (Saxony) with approximately €208 and the
county of Spree-NeiRe (Brandenburg) with roughly
€203. This funding pillar also shows notable concen-
trations in western Germany. One prominent example
is the Bavarian county of Wunsiedel im Fichtelgebirge,
which receives approximately €171 per capita in busi-
ness-related support.

The Society and Democracy pillar, by contrast, differs
markedly from the investment-oriented funding cate-
gories - both in its geographic distribution and in its
financial scale. Even at the upper end of the distribu-
tion, per capita funding in this category remains in the
low single-digit euro range. The highest allocations are
found in Vogelsbergkreis in Hesse, with approximately
€5.10 per capita, followed by Spree-Neif3e with around
€5.00 and the city of Zweibrlicken (Saarland) with

FIGURE 3 Geographic distribution of GFS funding by GFS pillar
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approximately €4.95. The geographic pattern of this
funding pillar differs notably from that of business and
infrastructure support. Western counties such as Vo-
gelsbergkreis (Hesse) and Zweibriicken (Rhineland-Pa-
latinate) - which do not appear among the top reci-
pients in the other funding categories - emerge here
as leading beneficiaries. This suggests a distinct alloca-
tion logic, one that translates geographically in diffe-
rent ways than the capital-intensive investment pro-
grams.

4.4 Transformation pressure and the
allocation of funding

When averaged across all GFS program lines, there is
virtually no systematic relationship between funding
intensity and regional transformation pressure. For
both indicators - the transformation stress index and
the share of emissions-intensive employment - the
average correlation is close to zero.3 A more different-
iated picture emerges, however, once individual pro-
grams are examined separately. The GRW Commercial
Economy program shows a positive correlation with
both the share of emissions-intensive employment (r =
0.23) and transformation stress (r = 0.20). Germany's
flagship regional development instrument therefore
tends to reach regions directly affected by industrial
transformation. At the same time, the relatively mo-
dest strength of these correlations provides empirical
support for the diagnosis put forward by Stidekum and
Posch (2024): while the GRW responds to existing
economic weakness, it captures regions facing eleva-
ted transformation pressure only to a limited extent.

A very different pattern emerges for innovation-orien-
ted funding programs. Programs such as EXIST, ZIM
and Companies in the Region show statistically mea-
ningful negative correlations with both transformation

3 Correlation coefficients (r) can take values ranging from -1 to 1.

indicators, with correlation coefficients ranging from
-0.29 to -0.12. In practical terms, this means that fun-
ding for research, development and entrepreneurship
tends to flow less frequently to regions facing the
greatest structural adjustment pressures. As a result,
Germany’s traditional industrial regions - areas cha-
racterized by higher shares of emissions-intensive em-
ployment - do receive support for physical investment
and industrial modernization, but they participate only
to a below-average extent in programs designed to
support the knowledge economy.

4.5 Conclusion

The analysis of GFS funding allocation suggests that,
in aggregate, the system largely fulfills its compensato-
ry mandate. Funding is directed primarily toward eco-
nomically weaker and politically fragile regions - a pat-
tern reflected in the strong positive correlation
between funding intensity and the AfD vote share.
Beneath this aggregate pattern, however, distinct all-
ocation logics become visible. The financially dominant
pillars - particularly business and infrastructure fun-
ding under the GRW, along with civil society programs
- explicitly target structural deficits. These interventi-
ons channel substantial resources not only to eastern
Germany, but also to western border regions facing
persistent structural challenges. Innovation programs,
by contrast, are oriented primarily toward strengthe-
ning already competitive regional centers. This diver-
gence creates a strategic gap in Germany’s approach
to structural transformation. Regions facing elevated
transformation pressure and high concentrations of
emissions-intensive employment do receive invest-
ment support for physical capital - but remain largely
excluded from programs designed to support partici-
pation in the knowledge economy.

FIGURE 4 Correlation between GFS programs and transformation pressure
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5. Political effects: Electoral outcomes in state elections

As part of our impact analysis, we examine how GFS
funding influences actual voting behavior. The analy-
sis is based on official election results at the municipal
level, allowing us to observe revealed electoral beha-
vior rather than attitudinal survey responses.

5.1 Case selection and data basis

Harmonized data on the actual disbursement of funds
under the Integrated Federal Funding System (GFS)
are available for the year 2022. To assess the electoral
effects of this funding, we focus on those federal
states in which state elections took place shortly after
the implementation and recording of these funding
flows.

Our analysis is therefore based on a panel dataset co-
vering state election results in three geographically
large states:

Lower Saxony (election held on October 9, 2022)
Bavaria (election held on October 8, 2023)
Hessen (election held on October 8, 2023)

Across these states, our dataset captures electoral
trends over multiple legislative cycles. This allows us
to test whether voting behavior evolved differently in
counties that received particularly high levels of GFS
funding in 2022 compared with otherwise similar
counties that received lower levels of support. All
analyses based on state election outcomes are there-
fore restricted to these three states. It is also import-
ant to note that Germany'’s federal states play a cen-
tral role in implementing and,
cofinancing GFS programs. The effects of these fun-
ding flows therefore have not only a federal policy
dimension, but also a direct relevance for state-level
politics.

in many cases,

5.2 Empirical strategy: Event study
with state-specific trends

To identify the causal effects of GFS funding, we
employ an event-study design - a dynamic extension
of the difference-in-differences framework. Rather
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than simply comparing average vote shares before
and after the allocation of funding, this approach mo-
dels the evolution of party support relative to the ti-
ming of the first election following the disbursement
of GFS funds (t = 0). The reference category is always
the last election held before the GFS funding period (t
= -1). Specifically, this corresponds to the 2017 state
election in Lower Saxony and the 2018 state elections
in Bavaria and Hesse.

Model specification

The core estimating equation of our event-study mo-
del is:
AfD, =%B.-1(t=7) GFS +XYy -1t=7) X +a+
85,t +e.,
In this specification,AfDi,s,t denotes the vote share of
the AfD in county i, located in state s, at election pe-
riod t. GFSi represents the standardized per capita
funding intensity under the GFS in countyi, while Xi
denotes a vector of socioeconomic control variables,
including indicators such as GDP per capita and indus-
trial employment share. ai captures county fixed ef-
fects, 0s,t represents state-year fixed effects and €i,s,t
is the error term. The coefficients 3T measure the ef-
fect of a one-standard-deviation increase in GFS fun-
ding intensity on the AfD vote share in period T, rela-
tive to the reference period (t=-1) - that is, the final
election before the introduction of GFS funding.
Standard errors are clustered at the county level.

To ensure that we are capturing the effect of regional
funding - rather than other regional developments -
we estimate a highly conservative specification that
controls for a broad range of potential confounding
factors.

County fixed effects: These absorb all time-invariant
differences across counties, including factors such as
historical political culture, long-standing institutional
legacies or geographic location.

State-year fixed effects: This is the key extension of
our empirical specification. By including interaction
terms between federal states and election years, we
control for state-specific political cycles and electoral
dynamics.  This that political

means broader
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developments - such as state-level economic conditi-
ons, party competition, or regional campaign effects,
are differenced out of the analysis. In practical terms,
our identification strategy compares counties within
the same state and in the same election vyear.

Time-varying socioeconomic controls: In addition,
we interact key socioeconomic characteristics - such
as GDP per capita, unemployment and industrial em-
ployment share - with election-period indicators. This
allows counties with different economic structures to
follow different political trajectories over time without
these structural differences being mistakenly attribu-
ted to the effects of GFS funding.

The empirical discussion that follows focuses primar-
ily on the difference-in-differences estimator for the
first post-treatment period (t=0). This coefficient cap-
tures how the AfD vote share changed in a county
receiving a one-standard-deviation higher level of
GFS funding, relative to its electoral baseline in the
pre-treatment election (t=-1).

5.3 Results of the state election analysis

The results of the event-study analysis, presented in
Figure 5, broadly support the hypothesis that targe-
ted regional funding can help reduce political discon-
tent. Across our empirical models, we find evidence of
negative effects of regional funding on the AfD’s elec-
toral performance. At the same time, these effects
vary substantially across the different funding pillars.

Aggregate effects: We begin by examining the three
major funding pillars - economy, infrastructure and
society. The results show that infrastructure funding,
in particular, is associated with a measurable decline in
support for the AfD. A similar negative relationship
also emerges for business-related funding, although
this effect does not reach conventional levels of sta-
tistical significance.

FIGURE 5 Effect of GFS funding on AfD vote shares in state elections
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As Figure 6 illustrates, infrastructure funding produ-
ces the strongest and most statistically robust effect.
In our preferred specification, which includes state-
specific trends, a one-standard-deviation increase in
infrastructure funding is associated with a decline in
the AfD vote share of approximately 0.23 percentage
points (coefficient: -0.227). The 95% confidence in-
terval ranges from -0.409 to -0.045, excluding zero
and indicating that this effect is statistically signifi-
cant.

Business-related support also produces a negative
point estimate, suggesting a dampening effect on AfD
support. The estimated coefficient is -0.130. Howe-
ver, in the aggregate model this effect does not reach
statistical significance, with a 95% confidence interval
ranging from -0.287 to 0.026. For the Society and
Democracy pillar, by contrast, we find no clear aggre-
gate effect. The estimated coefficient is 0.028, which
is statistically indistinguishable from zero.

Disaggregated analysis: Which programs matter?

To better understand what drives these aggregate ef-
fects, we repeat the analysis at the level of individual
funding programs. Figure 5 reports the estimated ef-
fects for the 15 program components included in our
analysis. The results confirm that the overall political
effects are driven primarily by specific infrastructure
and innovation programs.

Infrastructure and digitalization: Within the infras-
tructure pillar, traditional GRW funding for business-
related infrastructure emerges as a particularly robust
policy lever. Higher funding intensity in this area is
associated with a significantly smaller increase in the
AfD’s vote share, amounting to roughly 0.13 percen-
tage points (coefficient: -0.128). Broadband expansi-
on funding also shows a strong negative effect
(-0.219), as do investments in intercompany vocatio-
nal training centers (UBS), with an estimated

coefficient of -0.161. Among these programs, broad-
band funding reaches statistical significance at the
95% confidence level. By contrast, the Digital Now
program does not appear to reduce support for the
AfD. Instead, it produces a slightly positive, though
statistically insignificant, coefficient (0.066).

Innovation and structural change: Within the innova-
tion pillar, the Innovation & Structural Change pro-
gram stands out as particularly effective. In our pre-
ferred specification, the program produces a
statistically significant dampening effect of -0.153 on
the AfD vote share. Funding for external industrial re-
search under INNO-KOM also shows a statistically
significant negative relationship, with an estimated
coefficient of -0.054. Traditional business subsidies
under GRW Commercial Economy likewise produce a
negative coefficient (-0.100), though this effect does
not reach statistical significance. Similarly, the Innova-
tive Municipalities program produces a negative but
statistically insignificant estimate (-0.051). Taken to-
gether, these findings suggest that both traditional
investment support and innovation-oriented inter-
ventions can generate politically stabilizing effects.

Civil society programs: The more mixed picture ob-
served for the Society and Democracy pillar becomes
clearer once the individual programs are examined se-
parately. The Multigenerational Centers program pro-
duces a statistically significant positive coefficient
(0.271), indicating an association with increased AfD
support. By contrast, the Workshop on the Future of
Municipalities program shows the strongest negative
coefficient within this pillar (-0.217) and reaches sta-
tistical significance. The Partnerships for Democracy
program also produces a negative point estimate
(-0.075), although this effect is not statistically signifi-
cant.

Taken together, the state election results provide ro-
bust evidence that public regional funding can reduce

FIGURE 6 Effect of GFS funding pillars on AfD vote shares in state elections
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political discontent. At the same time, these effects
are far from uniform. Political stabilization does not
arise automatically with every euro spent. At the level
of the major funding pillars, infrastructure funding
produces the strongest and most consistent stabili-
zing effect. At the program level, both infrastructure
investments and innovation-oriented interventions
contribute significantly to reducing the vote share of
the AfD.

5.4 Heterogeneity analysis: The role of
transformation pressure

The results so far suggest that regional funding can
help reduce political discontent. To sharpen this fin-
ding, we take a closer look at where these effects are
strongest. Research in regional economics has con-
sistently shown that the green transition is reshaping
regions in Germany in highly uneven ways. This raises
an important possibility: regional funding may gene-
rate its strongest political effects precisely where ad-
justment pressures are greatest - where local econo-
mic structures are under the greatest strain and
political demand for state action is most pronounced.

To test this hypothesis, we divide our sample using
two established indicators of structural transformati-
on pressure:

Share of emissions-intensive employment: This indi-
cator captures the share of workers employed in oc-
cupations disproportionately concentrated in envi-
ronmentally
occupations often require highly specific skills, affec-
ted workers face elevated risks of skill obsolescence,
economic displacement and status loss.

intensive industries. Because these

Transformation stress index: This dynamic indicator
identifies regions specialized in industries whose
emissions intensity has increased over time, sugge-
sting particularly high future adjustment burdens.

We estimate our models separately for counties fa-
cing high versus low transformation pressure. The
sample is split using a median threshold. Counties
with values above the median for either the transfor-
mation stress index or the share of emissions-intensi-
ve employment are assigned to the high-pressure
group. The results of this subgroup analysis, presen-
ted in Figure 7, strongly support the hypothesis of tar-
geted political effectiveness.

The stabilizing effect is most pronounced in the area
of infrastructure funding. In regions characterized by
high shares of emissions-intensive employment, in-
frastructure support produces a particularly strong
effect. A one-standard-deviation increase in infras-
tructure funding is associated with a reduction in the
vote share of AfD of approximately 0.41 percentage
points (coefficient: -0.410). By contrast, in regions
with low levels of emissions-intensive employment,
the estimated effect is statistically indistinguishable
from zero (coefficient: 0.057).

A similar pattern emerges when using the transforma-
tion stress index, shown in Figure 8. In regions facing
high transformation stress, infrastructure funding is
associated with a significantly smaller increase in AfD
support - roughly 0.35 percentage points lower than
in the pre-treatment period. In regions under lower
structural pressure, the estimated effect remains ne-
gative but is substantially weaker (-0.132). This pat-
tern suggests that visible investments in public infras-
tructure - such as broadband expansion, construction

FIGURE 7 Effect of GFS funding on AfD vote shares by emissions-intensive employment
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projects or vocational education infrastructure -
function as particularly credible political signals in pla-
ces where economic uncertainty is greatest. These
findings are consistent with existing evidence showing
that visible public goods can act as signals of prospe-
rity and state capacity (Hager and Hilbig 2024).

For business-related support, the estimated coeffi-
cients in high-pressure regions are also negative (high-
stress regions: -0.101; high emissions-intensive regi-
ons: -0.080). However, in the subgroup analysis these
effects do not reach statistical significance. For the
Society and Democracy pillar, we find no statistically
robust effects across any subgroup. Estimated coeffi-
cients remain close to zero throughout.

Taken together, these findings suggest that the politi-
cal effects of GFS funding are concentrated primarily
in regions facing the most severe structural challen-
ges. More broadly, the results support the argument
that proactive regional policy - especially through vi-
sible infrastructure investment - can serve as a stabi-
lizing political force in precisely those regions where
the green transition is most likely to be perceived not
only as an economic challenge, but as a deeper nor-
mative and social threat.

5.5 The political mutiplier

Beyond the general effectiveness of regional funding,
policymakers are also interested in the magnitude of
its political effects relative to the resources invested.
To make the estimated effects more intuitive, we
translate the regression coefficients into what we re-
fer to as a political multiplier. This metric captures the
estimated change in the vote share of the AfD party

associated with an increase of €100 in per capita in-
frastructure funding. For context, actual per capita
infrastructure funding in our sample has a median of
approximately €15, an average of roughly €30 and
reaches a maximum of around €516. The standard de-
viation is approximately €52, meaning that a €100 in-
crease per capita represents a substantial interventi-
on, but one that remains well within the observed
range of variation. Methodologically, this calculation
simply translates the abstract, standardized regressi-
on coefficients into real-world funding amounts ex-
pressed in euros. When averaged across all counties,
an increase of €100 per capita in infrastructure fun-
ding is associated with a decline in the AfD vote share
of approximately 0.60 percentage points.

The effects are considerably larger in counties facing
elevated adjustment pressures. In regions with a high
share of emissions-intensive employment, a €100 in-
crease in per capita infrastructure funding is associa-
ted with a reduction in the AfD vote share of approxi-
mately 1.00 percentage point. The 95% confidence
interval ranges from -1.49 to -0.52 percentage
points, indicating statistical uncertainty around the
exact magnitude of the estimate, while also showing
that the relationship remains consistently negative
across a plausible range of values. A similar pattern
emerges when using the transformation stress index.
In counties facing high transformation stress, the esti-
mated effect amounts to approximately -0.83 per-
centage points per €100 per capita. The correspon-
ding 95% confidence interval ranges from -1.25 to
-0.42 percentage points. By contrast, in regions fa-
cing lower adjustment pressures, the point estimates
are small and statistically imprecise, making it difficult
to identify any systematic effect with confidence. Ta-
ken together, these findings suggest that

FIGURE 8 Effect of GFS funding on AfD vote shares in state elections by level of transformation stress
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Source: Eigene Berechnungen auf Basis der GFS Forderdaten des BMWE.
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infrastructure investment is politically most conse-
quential in regions where economic insecurity and
structural transformation pressures are most pro-
nounced. The translation of these estimates into eu-
ro-denominated effects is intended solely to improve
interpretability and assumes a linear relationship bet-
ween funding intensity and electoral outcomes. As
the confidence intervals shown in Figures 9 and 10
make clear, these estimates should be interpreted
with appropriate statistical caution.

FIGURE 9 Political multiplier by emissions-
intensive employment

Change in AfD vote share (percentage points)
per € 1000 increase in per capita investment
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GFS Forderdaten des BMWE.
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FIGURE 10 Political multiplier by transformation
stress level

Change in AfD vote share (percentage points)
per € 1000 increase in per capita investment
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6. Conclusion and economic policy implications

6.1 Key findings summary

Our analysis provides robust empirical evidence that
public regional funding can reduce political discon-
tent. At the same time, these effects are far from uni-
versal. Consistent with the broader literature on the
political consequences of economic disadvantage (Ro-
drik 2018; Colantone and Stanig 2018), we find that
support for far-right populist parties responds most
strongly to regional funding interventions in areas fa-
cing elevated structural pressures. Specifically, more
intensive funding in counties with a high concentrati-
on of emissions-intensive employment or acute trans-
formation stress is associated with a statistically signi-
ficant reduction in the vote share of the AfD in state
elections. These findings support the compensation
hypothesis (Rickard 2023), but they also refine it in an
important way. Political stabilization does not emerge
through indiscriminate spending or blanket transfers.
Rather, it depends on the targeted mitigation of speci-
fic regional vulnerabilities. In economically stable regi-
ons, by contrast, the political effects of funding re-
main limited.

At the same time, not all forms of regional support
prove equally effective. At the level of the major fun-
ding pillars, infrastructure funding produces the most
robust and consistent stabilizing effect. Business-rela-
ted support also produces a negative point estimate,
although the aggregate effect does not reach statisti-
cal significance. At the program level, infrastructure
initiatives in particular - including GRW infrastructure
funding and broadband expansion - as well as the In-
novation & Structural Change program show statisti-
cally significant effects. These findings align closely
with research on European Union cohesion policy,
which emphasizes the importance of policy visibility
and tangible improvements in local living conditions
for political perception and electoral feedback (Cre-
scenzi et al. 2020; Albanese et al. 2022; Heddes-
heimer, Hilbig and Wiedemann 2026). Unlike studies
that find limited political effects from direct financial
transfers to affected groups (Jares and Malhotra
2025), our findings suggest that place-based structu-
ral investment - policies that visibly improve the local
environment - may be more credible and more politi-
cally effective in addressing economic insecurity and
status loss in regions undergoing transformation.
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A central and more ambivalent finding of this study
lies in the disconnect between political effectiveness
and the allocation of innovation policy. While infras-
tructure funding at the pillar level, and both infras-
tructure and innovation programs at the program le-
vel, generate measurable political effects in regions
under pressure, our descriptive analysis reveals a dee-
per strategic gap. Innovation-oriented programs -
such as EXIST and ZIM - rarely reach the regions fa-
cing the greatest transformation pressures. Instead,
they remain concentrated in already high-performing
innovation clusters. Yet the structural transformation
driven by decarbonization fundamentally challenges
this allocation logic. The very industrial specializations
and development trajectories that are deeply embed-
ded in local economies - and that historically served
as engines of regional growth - are likely to become
increasingly unstable during the transition (Bachtrog-
ler-Unger et al. 2023; Rodriguez-Pose and Bartalucci
2024). As these industrial cores lose economic viabili-
ty, the local knowledge base on which innovation
along established development paths has traditionally
depended also begins to erode. Under these conditi-
ons, an innovation policy guided primarily by efficien-
cy considerations may unintentionally make it more
difficult for heavily affected regions to generate and
sustain new development trajectories (Grillitsch and
Hansen 2019; Pinheiro et al. 2021; Becker, Losacker
and Russo 2026). The GFS can therefore be interpre-
ted in two ways. On the one hand, it appears to provi-
de short-term political stabilization by enabling visible
investment on the ground. On the other hand, it risks
depriving precisely those regions of the technological
renewal they most urgently need - regions that are
both most economically dependent on structural re-
newal and most politically vulnerable.

Our findings carry important implications for current
economic policy debates and for several ongoing ini-
tiatives of the federal government. First, Germany is
currently undertaking a major reform of its central re-
gional policy instrument, the Joint Task for the Impro-
vement of Regional Economic Structures (GRW). In
2022, the strategic objectives of the GRW underwent
a fundamental reorientation. Its mission is no longer
defined solely by the creation of jobs in eligible regi-
ons. Instead, its mandate has been substantially broa-
dened to include goals such as achieving Europe'’s
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climate targets and responding to accelerating struc-
tural change driven by digitalization, demographic
shifts and geopolitical disruption. So far, however, this
revised strategic framework has not yet translated
into a new map of eligible funding regions (see also
Stdekum and Posch 2024, 2025). A redesign of the
funding map is currently underway, based on a signifi-
cantly broader set of indicators. This new framework
is expected to incorporate more proactive measures,
including indicators of regional transformation stress.
It is likely that this revised funding geography will also
serve as the basis for other programs within the GFS.
Our findings can make a direct contribution to this
process. As the first study of its kind, our analysis pro-
vides new causal evidence on the political impacts of
individual regional policy instruments in Germany, un-
derscoring the importance of integrating forward-loo-
king indicators of structural vulnerability into the de-
sign of future regional development policy.

Second, with the creation of the Special Fund for In-
frastructure and Climate Protection (SVIK), the fede-
ral government has laid an important foundation for a
major new wave of public investment in Germany.
While the initiative is not explicitly designed as a
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regional policy instrument and does not formally fol-
low either the institutional logic or the geographic tar-
geting framework of the GFS, the allocation and im-
plementation of individual projects will inevitably be
uneven across regions. As a result, the SVIK - despite
being conceived as a national policy initiative - is like-
ly to reshape Germany’s economic geography and af-
fect regions in markedly different ways. Our findings
are particularly relevant in this context. They suggest
that infrastructure funding, at the level of the major
funding pillars, shows the strongest association with
lower support for the AfD, and that these effects are
especially pronounced in regions facing elevated
transformation pressures. Whether this finding can be
generalized to the SVIK will ultimately depend on how
the fund is implemented at the regional level and how
project allocation is structured in practice. At the
same time, our results suggest that the political im-
pacts of additional public investment are likely to de-
pend not simply on the volume of spending, but, to a
significant degree, on the local visibility of those in-
vestments and on how they are distributed across re-
gions.
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Annex

1. Geographic distribution of GFS funding programs

1.1 Economy
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Companies in the Region
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1.3 Society and democracy
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