Mind the Gap:

Southern Exit, Northern Voice, and Changing Loyalties since the Euro Crisis

Matthias Matthijs
Johns Hopkins University
matthijs@jhu.edu

Silvia Merler
Johns Hopkins University
smerlerl@jhu.edu

Abstract

In thisarticle, we examinavhetherthe EUOs unequal encroachment o8atsthern and Northern
membersO core state powers siheeeuro crisisD manifestedin highly unevenburdensof
economic adjustmerand a reversal of intrBU migration dynamic® hada knockon effect on
individual European identity. Though Euroscepticism has besing everywhere,a steady
majority of EU citizens continues to identify at least partially asr@fearOWhile we see a
widening educationalgap across the Eurozone, we alstservea puzzling North-South
divergencen identity amongthe young. Using individualevel data from Eurobarometer pooled
over time, we investigate the miefoundations of whether EU citizerontinue tohave a
Oshared® (national/BexclusiveO (national) sense of belonging. We argue thatdbésis
triggereddynamics of Southern OexitO (thraughingSoutkNorth migration) Northern Ovoice®
(basedon EU adoptio of policies preferred in the Nordh andshifting national vs. European
Oloyaltie®
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The Euro Crisis, Core State Powersand Individual ldentity Formation in North and South

After adecade rife withintegrationstrife B over theeuro, migration, security, ardemocracyb
the issue oEuropeancollectiveidentity is back on top of the EU agenda. their responsé¢o
various economic and politicarises EU leaders inadvertently empowered the suyatzonal
institutions in Brussels and Frankfurt withwhole series of neweconomicpolicy tools and
oversight putting the EU directly in national political crosshairéBauer and Becker2014).
Starting in 2011, @th the European Commission artie European Central Bankegn to
interfere much more actively with \ahsomescholars refer to amember countriesGcore state
powersOGenschel and Jachtenfuc2914 2018. This has made the EU a much more salient
andscrutinizedactor in all member states, butt to the same degr@eNorth and Southwhile
the EWsdnvolvement in Souther®peripherakzonomies was much mopalpablewith direct
consequences farational welfare andtandards of living, #influencewaslessnoticeableand
hencelesscontroversiain the Norttern Ocored econongiatthijs, 2017)

Theeuro crisisn particularhad very uneven effects on EU member stdtas thereforehard to
imaginethat thisgapin both input and output legitimadpchmidi 2013) D little policy choice

and rapidly worsening standards of ligim the Souttvs. morediscretion andettereconomic
outcomes in the Nortl® would not havehad aqualitatively differentimpact onindividualsO
sense ofEuropeanidentity in both parts of the Eozone Without a doubt,there exists
considerable conceptual ambiguity aroungrdpean identityp both individual and collective.
Scholars continue to debatéhether identity is mostly rationgkrimordial or constructed, and
there are multiplproblems 6 operationalization and measurement thae oftenled toa state

of confusion inEU identity researclfKaina and Karolewski2013) We have good reasons to
believe thatthe political salience of theuro crisismatteed a great deal fordentity formation
andwill likely shape the debate on the EUOs fuhiegrationpath In a sense, the euro crisis
provides us with the closest thing to a Onatural experiment.O Our basic aim is tleerefore
examinethe impact of the European UnionOs uneven encroachment on the core state powers of
its SoutherrandNorthernmemberssince the euro crisBgivenits disparateeffectson domestic
economic outcomes aridtraEU migration pattern® on the strength of ingiduals® national

and European identities

The EurozoneQwisis laid bare deep structural differences betwesstatively more prosperous
ONorthernO cof Austria, Belgium, Finland, France, Germany, and the NetherlBratsd a
lagging OSouthernOripiery B Greece, Ireland, ltaly, Portugal and Spaifihe brunt of the
burden of economic adjustmefail on the peripherncountries, whichadopted Ebsanctioned
austerity measures and structural refoimsan attempt tostave off pressure from financial
markets Theseorthodox economicpolicies contributed todeclining living standardsguickly
rising levels of youth unemployment, falling wagksver pensions, and cuts in public services
in the euro peripheryMatthijs, 2016. In response, large numbers of young people emigrated
from the EurozoneSouth tothe EurozoneNorth (and to the UK), in search bettereconomic

! Note that we include France in the ONorthO even though it shareskesrtdiaracteristics with its

Mediterranean neighbors, including high unemployment and low growth, but during the euro crisis was mostly
treated by financial markets as a OcreditorO rather than a Odebtor® country. Note also that we include Ireland in
the OSouthO even though it is obviously not in the Mediterranean, but was treated by financial markets as a
OdebtorO country and often included in the Operigsuengimes under the acronym OPIIGSO or OGIIPSO).



opportunities. The crude net migration rate turned negd&igggnaling netemigration b in
Ireland in 2009, in Greece in 2010, in Portugal in 2@tH in Spain in 2012 This dynamé is
visible in the substantiahcrease innflows of people from the Eurozone South to the Eurozone
North on the left panel ofigure 1 While theinflows had beersteadilydecreasing between 2000
and 2007, theurocrisis triggered ambruptreversl of that trend. Immigrationinto the North
from Greece, Ireland, Italy, Portugal and Spain almost tripled between 2007 andCR0A3
since 201saveinflows started to slowlyevel off, though theyontinueat much higher levels
than seenprior to the crisis The counterpart of this massi@outhernrecourse toexit is a
significant deterioration in the ability @speciallyMediteraneanEuropeancountries to attract
new or retainexistingtalent, as measured by the World Economic Foru@ drain inde®
illustrated on the right panel &igure 1°

Figure 1: Eurozone North vs. South: Emigration (left) and Brain D(diht)

Inflow of people from South to North (excl. FR) Brain DrainIndex
thousands 1 (worst) - 7 (best)

M

Source AuthorsO calculatlons based on OECD and WERM)

While the best anthe brightest leftusing the EU as an escageor, those who could not afford

to leaveb be it due to their older agéck of foreign language abilitiesy lower skills and
human capitab remained stuck in crisi®rn countries. Theyesorted tousing their voice by
punishing their governments, which thegd responsible for the economic pain inflicted,
flocking to antiestablishment and Eurosceptic parté®oth left and rightAccording to survey

data from Eurobarometerust in both national governments and the EU in the South fell-to all
time lows in 2013 (from a peak in 2007), and godytially recovered by 2017. In the North, on

the other hand, tat in their national governments and the EU has been much more stable over
time, but since 2010 trust in their national institutions has actually been higher than trust in the
EU. This suggest that the citizens of the Northern countries feel thatrteeonomic and
political models have been vindicated during the grigisvhich they did not suffer thiallout
(Matthijs, 2017)*

% The crude rate of net migration plus adjustiris defined as the ratio of net migration (including statistical
adjustment) during the year to the average population in that year. Data is from Eurostat, see:
https://ec.ewpa.eu/eurostat/web/produatatasets/tps00019

% This index is taken from the WEFOs annual global competitiveness report

* SeeAppendix,Figure Al.




While systematicallyfalling levels oftrust innational and EU institutiondo not necessaiyave
consequences fquolitical identity formation these are worrying signs for EU officials keen on
fostering a Europeademos. The core question we are asking in thasticle is whether the
asymmetric nature of thEurozone crisis has had differegffects onindividual European vs.
nationalidentity formation in North and Soutlgiven theseonflicting economic and migration
dynamics We know from previous research (e.g. Fligste2@08; Fligstein et al. 2012
McNamara, 201pthat those who participate actively in OEuropeO are more likely to develop and
subsequently keep a OEuropeanO identity, while those whose perspectives are mostly local are
likely to continue to holca more OnationalO identiBut are these identitiesnce formed and
establishedrelatively stickyover time& O can they change, and if so, under what conditions?

In this article, ve will assess how EU citizeBsselfdentification has evolved over the past
fifteen years in light of the #ects of the Eurozone debt crisis on European integration,
especially given thacceleratingencroachment of EU institutions onto Ocore state poasetsO

the unequalknockon effects on domestic economitgat have set into motion new migration
patterns(Kuhn and Nicoli, 2019)For the purposes of theticle we have in mindthose core

state powers that mainly deal with fiscal and financial affairs, i.e. taxation, banking supervision,
and public administration. In the Southern periphery the eradioational discretion over those
domains has been more visible, contested, and hence politicized. While the euro crisis saw a
tightening of the rules for all EU member states, including more oversight and regulatory powers
for the European Commissiondathe European Central Bank in fiscal and financial matters (that
used to be the exclusive domain of national governments), the Southern periphery experienced a
more direct and heavyanded interference of the EU institutions in domestic affairs compared t

the Northern core.

We follow Martin Kohli (2002,p. 116) in that we see individuals as holding multiple identities
rather than one single identity. They can relate to different group memberships and social
positions, but our focus is mostly on individg@ political identity with a territorial dimension.
We are also fully cognizant of the fact ti@bllectiveDidentities are context dependent, often
highly disputed, situational, and not fixed over time (Cra@12).For us, identity is the product
of bath an individual®s material conditionsvadl asthe social construction of collective identity
by a countryOs political elitesser time. In order tdbetter understand the relationship of
collective identities and core state powers (Kuhn and Ni20fi9) we believe ihoweverto be a
useful exerciséo drill down into the micrdoundationsof peopleOs identignd disaggregate the
survey data into questisof individual sel-identification This isespeciallyymportantin finding

out whether indivdual identity can change iresponse to an exogenous shock like the euro
crisis. After all, we have strong reasons to believe tlaators likegeograpk, skill level, and
relative youth allplayed a role in whether an individualOs identity evolved initeg bmore
European or more exclusively national as a result

To that extent, @ examine the NorthSouth dynamics offour dimensions ofindividual
EU/nationalidentity formationover time (1) how hasyoung citizensO identification with the
European Uniorn North and Souttevolved sincghe mid2000s (2) what has happened to the
existing educational gap in determining EU citizensO idersities the crisis(3) what has been
the impact on citizensO identity of perceidetnesticeconomic conditionsand (4) how do
individual preferences concerningconomic priorities play into EWs. national identity



formatior? These questions will be explored usinglividual data from the European
CommissionQBurobarometer survey.

Our central claim is thahe euro crisis has set in motion differefentity dynamics for different
groups of people in North and South, with partidylatrongeffects on the young and the less
skilled, who bore the brunt of the crisi&ccordingly, our theoreticalrAmework proposes a
substantiakwist to Albert O. HirschmanOs original insightsFinz, Voice, and Loyalty (1970),
resulting ina few centralhypotheseshtat we will testempirically. Our bottom line,somewhat
counterintuitively, is that we expect the young in the South to more strongly identify as
CEuropea® postcrisis, as they need the exit option the EU grants thewugh the single
market andhe free movement ogpeople while we expecthe young in the North tolentify less
strongly as European postisis, as they credit their national governmentsO polaiegowing
economic opportunitieand do not need to emigrate in search of better conditions. We also
expect the more highly skilled, who have more voice in the EU, to ideagifiyiore European
and less exclusively nationsince the crisiswhile we expect the reverse for the less skilkesl.

a corollary, ve will also examine otherinput factors, like individual economic policy
preferencs, and output factordike macroeconomic performance

But beforewe get toour theoretical model and proposed hypothebesnext sectiowill briefly
review some key findings ofhe existing literature on the issue of European ideniityat will
allow us tosituatea few gapsn that literatureve are aiming to filin this article

Literature Review

The issue of whether and how a European identity could be constructed has been at the center of
EU scholarship ever since the early days of Eunopegegration. The link between economic
benefits, identities and political allegiance featured prominently in early works on supranational
integration (Haas, 1958; 1964: Etzioni, 1969 [2000]) as well as in the European CommissionOs
own research agenda (@mission 2012).0Over the past few decadeSuropean collective
identity has been shaped by important EU symbols and practices in everydaintfeding the

use of asingle currency the eur¢ burgundy colored EU passports, cultural and economic
exchanges, and common historical narratiBegiving the EU an almost Obanal® authority
(McNamara 2015). But though the euro crisis was experienced all over the European Union, it
had radically different macroeconomic effects on North and Sanoth may lerefore have
influencal identity formation differently in core and periphery countries.

While some have argued that social identities are relatively sticky long periods of time
heavily shaped by processes of early socialization, we wondeseim@al event like the euro

crisis could not affect those social identities (Mols and We2@t3). Such a negative shock
could also be crucial in shapingdividual identity especially for the young, who are in their
formative years (RekkeR018).In general, weihd that theexistingEU literature on preferences

does not interact as much with the EU literature on identitywvedelieveit should. More
generally, our understanding of how identification wtand support foB Europe is shaped by
national contexts is still partial, despite the relevance of these issues at a time when the euro
crisis and the migration crisis have increatieel salience of EUnattersin national political
discourses (Hobolt and de Vrjea016 De Vries 2018. While many EU scholars haveased



identity as a keyndependent variable to explain various aspects of EU integratmur article
aims to contribte to the literature thatreatsidentity as adependent variable, which ismulti-
dimensional andnfluenced by national samieconomic and political processesgsdividual
characteristicsas well as collectivEuropearunderstanding@Boomgaaren et al, 2011)

Prescient of todayOs increased saliency of European issues in domestic political discourse, Risse
(2006) pointed to evidence that socialization into European identity works not so much through
transnational processes or through exposure to European institutions, but on the national level in
a process whereby OEuropeassO is gradually embedded irdemstandings of national
identities. Focusing on the single currency, Risse (2011) further suggested that causality actually
runs in both directions. On the one hand, the introduction of euro coins and notes affected
areacitizensO identification witthe EU and Europe by providing a visible link from Brussels to

the daily routinesof its citizens ee alsoMcNamara 2015). On the other hand, existing
collective identities pertaining to the natistate explained how comfortable people felt using
theeuro.As mentioned earlieFligstein et al. (20123howedthat those who actively participate

in OEurope® were more likely to devalBpropean identityBut Fligstein and Polyakova (2015)
pointed out thabecause of the global financial crisise EU had pushed citizens to value their
national identitiesnore and to look taheir national governments for protection.

Petkanopoulouet al. (2018) looked at Spain and Greece to understand whether perceived
inequality and disparities in wealth between EU countries predicte@tladisification with
Europe. Their study suggested that this was indeed the case, and that the relationskip bet
economic inequality in the EU and ddentification with Europe was mediated by fear of losing
national sovereignty and of Europe losing fundamental values. Galpin (2017) asked to what
extent the euro crisis had affected the construction of Eurageatity B through political and
media discours® in countries with different identities and national experiences of the crisis.
Looking at Germany, Ireland and Poland, Galpin argued that the crisis had served to reinforce
competing discourses on Europeand exclusive national identities and reinvigorated old
national stereotypesf profligate OsinnersO afidigal Osaintséhat in turn have reinforced
divisions along North/South and Core/Periphery lines (see also Matthijs and McNa@i&a

An area inrwhich more work could still be dongin studyingtherelationshipbetween European
identity formation and the domestic context in the formmaicroeconomic policy preferences
combined with differing personal opportunities for economic advantem&he main
mechanism through which macroeconomic conditions have an impact on personal identity
formation is that different situations create different winners and losers. In other words, national
economiesO varying rates of dynamism and their govemsihecbnomic priorities can lead to
various cleavages among the population, for example of young vs. old, high vs. low skilled, or
urban vs. rural. Furthermore, elite narratives altioeitoenefits and costs Biropean integration

can create different pengtons about the EU in different national contexts.

Recent research using micro and individiezkel data has been able to cast a new light on the
issue of preferences and on the link between the domestic context and preferences for
supranational policymkdng. Beaudonnet (2013) found that preferences for a European social
policy are generated by limited social protection, a laclkallEfgiance and a bad economic
situation at the national level. This appeared to have been reinforced by the ecamgmic ¢



Kleider and Stoeckel (2018) analyzed votersO preferences on international transfers, finding a
strong association between votersO cultural orientations (i.e. their OcosmopolitanismO) and their
position on transfers, as well as an important role aérs® economic lefght orientations.
Franchino and Segatti (2017) analyzed experimental survey data from Italy to understand what
drove individual attitudes towards a potential Eurozone fiscal union. Unsurprisingly, they found
that highincome, rightleaning individuals with a weak European identity and a negative
assessment of EU membership were more likely to oppose the measure. Howevacomgh
respondents also displayed a greater willingness to pay to keep the euro, whereasxtoner
participants were more willing to consider ditching the single currency if monetary union did not
deliverthe goods

In the next section, weuggest our own theoretical framewak to why individualsvith certain
characteristicsn both Northern core and Southeperipheryof the Eurozone identify more or
less with the EU or their national institution#/e will show differences stemming frothe
asymmetric adjustmerthey experiencedince the euro crisisand the perceived emigration
opportunities or immigratiothreats theeuropeartSingle Market brings tahem as well asskill
level, input and output factars

Exit, Voice, and Loyalty Changing Dynamics of European vs. National Identities in North
and South

In order to better understamdw individual characteristicend preferencelsave anmpact on
collectiveidentity in the context of the Eurozone crisigir model of identity formatiobuilds on

the work ofDavid Laitin (1998: 21)His theory for how identities changever time triedOto
account for both the impressive power of identity groups to give their adherents a sense of
natural membership and the equally impressive power of individuals to reconstruct their social
identities.O For us, identity fast and forenost the product of a rational set of individual
circumstances and personal material conditi@w we want to emphasize that we very much
believe it also to be part of a package of socially constructed collective realities that are
influencing and structing the individualOs identity at the same time. Seminal eRdikis the

euro crisidbhave the potential to drastically restructure both material conddiotisow people
experienceheir collective identiy.

While weborrow the three key terms aibert Hirschma®sExit, Voice and Loyalty (1970) we

propose aundamentallydifferent interaction betweethem In his classic work, Hirschman
argued that both OexitO and OvoiceO were two traditional ways in which consumerscof a produ
could signal theirelative satisfaction to the producers of the good. In effect, the two possible
responses equally applied to members of any organization (e.g. a business, a political party, a
nation, or any other human grouping) who perceived tleabtbanization was demonstrating a
decrease in quality or benefit tts membes. ExitO implied a binary choice between
withdrawing from the relationship or staying p&oiceQwas a more active attempt to repair or
improve the relationship through commeation. In the case of citizens of a country, for
example, they an respond to political repression or bad economic conditions by either
emigrating to another country or by using various channgisatést.According to Hirschman,

the way QoyaltyOmitigated the choice between exit and voice was to affect thebeosfit



analysis ofboth options Strong patriotism, for example, will work against emigragonexit),
and in favor of using voice, even in cases where the latieimed to beelativelyineffective.

In the context ofdentity formation withinthe European Unionwe seethe dynamicsbetween

exit, voice, and loyaltyplaying out rather differently than Hirschmandid. Since the
establishment of the Single Market, European citizens efmjolyonless movement between
member states and the right study, work, and retire in anyother member state This
fundamental freedom gives certain EU citiz&wsspecially the ones who are relatively mobile,
speak different languages, and face fewdiucal barriersbthe relatively easy optioto leave

their national labor markets in the case of poor economic conditions. For the purposes of this
article, OexitO is therefore the choice to emigrate from oneOs home member state (the individualOs
national context) to another EU member state, usually one with much better economic and job
prospects. OVoiceO comes into play in the Eurozone context when feitizidas their national
governments are actively considering their economic preferences or focus orpdieir
priorities (on the input legitimacy side) and are delivering the goods when it cones to
prosperouseconomy, dynamic labor markets, high kjyapublic services, and generous
pensiongon the output legitimacy sidépchmidi 2013).

The wayCDoyaItyQoIays acentralrole in ourframework is by measuring whether citizens identify

as Omore EuropeanO (and are more likely to express a shaitg}lodédiess EuropeanO (and are

more likely to lold an exclusively national identity). We expect EU citizens who do not have
enough OvoiceO at the national level but can exercise the OexitO option by emigrating to identify as
Omore EuropeanO by switchirair loyalties from the national context to the BMe expect this

to be the case for both people who leave and people whoAdtdlye same time, we would

expect EU citizens who have neither much of a Ovoiced nor any realistic OexitO options to identify
as Oless EuropeanO and show stronger (and more likely exclusively) national allegiances. On the
other hand, we also expect EU citizens who have both Ovoice® and OexitO options to identify as
relatively more European (but not as much as the ones whotdw@ve voice), while the ones

who have OvoiceO but no realistic OexitO options to identify as less Hirepeargwo basic
hypotheses we propose and test in #riscle and two additional factors we would like to
consider



Table 1: Hypotheses I and II: Euro Crisis Effect on Age and Skills Cleavage in ECI Formation

Hypothesis

Rationale

Empirical Expectations

H1: Age Cleavage

South: Lack of voice + record high youth
unemployment => ‘exit’ option highly
valued; EU holds keys to the exit door.

North: More voice + record low youth
unemployment => no need to exit. EU

Probability to express shared identity
decreases with age generally, but
more so in the South

Probability to express shared
identity among Southern youth

brings costs (bailouts) and potential

. . higher and lower among Northern
competition from migrant workers.

youth, post-euro crisis

Less Educated: Feel more ‘dis-
enfranchised’ in the EU (lack of voice)
and do not have a realistic exit option
given language and cultural barriers.

Probability to express a shared
identity increases with level of
educational attainment

H2: Skills Cleavage The gap between low and high
skilled citizens, in terms of
probability to express shared
identity, deepens post-euro crisis

Highly Educated: Enjoy either exit
options or voice (or both), and will
continue to move further away from an
exclusively national identity.

Hypothesis 1 deals with the age cleavage. Given the different economic conditions between core
and periphery brought about by the euro crisis, we expect Southern European youth (especially
the highly educated) to be most likely to express a shared (national + Eurmjeedity, while
Northern European youth (especially the lowly educated) to be the least likely to express such a
shared identity. In the South, a lack of voice (given the negative economic effects of austerity
and structural reforjnand high yoth unemplgmentimply thatthe Oexit® optionrédevantand

the EUholdsthe keys to the exit door. We therefore expect to see shifting loyalties from more
Onational® to more OEuropean® among Southern Eurdpe®stlyeuNorth, withrelatively
morevoice and reord low youth unemployment, thereléssneed or desire to exiOn the other
hand,the EU is perceiveth the North as (anore prone to crisis than the domestic econdimy

a burden(as exemplified bythe Southern periphergeing the recipient offiscd bailouts for

which the North pays a relatively larger shareand (c) a potential threat for some (given
immigration from the SouthWe therefore expect Northern youthOs loyalties to shift from more
OEuropean® to more Onational.O For the older tharisopiulation, we expect their identities to
become more uniformly national in both North and South, since the exit option has much less
appeal, and eithélorthernbailout fatigue oiSoutherrausterity resentmesiwill have come into

play (see Table 1).

Hypothesis 2 addresses the skills cleavage. Here we expect the existing gap in OsharedO identity
to further growuniformly after the euro crisis between the highly skilled (or highly educated)

and the less skilled (or less educatatpss both North and South. The less educated in general

will feel that they have less voice in the EU and most of them do not have a realistic exit option
given substantial language and cultural barriers. Furthermore, their preferences (voice) will differ
subgantially from their national and pieU elites, alienating them further from the European
project. So, among tHew skilled, we expect loyalties to become more strongly national, and

shift towards national elites with a much more -&iti agenda. The higheducated enjoy either

exit options or voice, or both, and hence will continue to strongly identify withuhepEan

project and move further away from an exclusively national idegieTable 1)



Furthermore, w expecbutput andinput legiimacy factors to play an additional role in

individual identity formationFirst, on theoutput legitimacy side, we want to look into the
relationship between assessment of the state of the domestic economy and identity formation. In
principle, we see two options: (1) Ogood weatherO Europeans who identify more as European in
good times, but reverdtnationalism in bad times, and (2) Obad weather® Europeans whose
common identification as Europeans increases when things are perceived toSecbad.on

theinput legitimacy side, ceteris paribus, we expect those who feel relatively more eradower
vis-"-vis the European Union to be more likely to express a shared identity. In other words, all
else constant, the probability to express a shared identity should befbrghese who think

Otheir voice counts in the EUO than among those wiat dbhis effect should in theory be the

same across North and South.

Preliminary ancprima facie evidencefor our framework can be found bgoking at the data of
EurobarometerOs question on whether EU citizens trust EU or national institMitlesin the

South, trust in the EU isniversallyhigher than trust in national governmertke picture for the

North varies for people of different age and educatidme elderly (65 years and oldesh
averagehave been trusting their national government more than the EU ever since the beginning
of the crisis in 2011. The youngest cohort-@byears old) is split. Those who are highly
educated trust the EU more than their national government, in a similar vein as people in the
South. But those who are at the bottom of the skills laBder. left full-time education at 1B
displayed a behavicsimilar to that of the elderly between 2011 and 20T&is fits with our
framework Uneducated young people in the North haverewalistic exit option in a time of

crisis, because they are unskilled and already live in countries that are relativetyofiett
leavingthem exposed to thew wagecompetition of migrants from thiess prosperouSouth.

These factors combine into a shift of loyatgcktowards their own national institutiorssthe

EU is increasinglyseen as: threat.

In what follows we show how EU citizensO systematic identification as shared OEuropeanO and
OnationalO (or exclusively OEuropeaa®peememarkably stable over time across both North

and South (between 60 and 70 percent of EU citizensal@sharedO identity), desgite wery
different perceptions of input legitimacy (Odoes my voice count in the EU?0) between North and
South as well as individuals holdindistinctive macroeconomic priorities. We maintain that
certain peculiar dynamics @éxitOGand Qoicelin North andSouth among different parts of the
population have developed since the euro crisis @l explain thisidentity (or OloyaltyO)
puzzle.We think that lhe only way to understand what is going on is to dig much deeper into the
wealth ofEurobarometer data,and move our focus from the aggregate to the individual |€eel.

that end, wedirst explain our methodology in greater detail

Methodology

To get a better sense of whikby factors are at work in defining OEuropeass,O we analyze
demographic, socieconomic and other aspects of identity formation atitd®idual level.

Who is most likely to feel at leagtrtially European, i.e. to expressskured identification, as
opposed to those with an exclusively national identity? And can we observe any systematic
North-South differences when it comes to this sgdntification process and its drivers? To

® See Appendix, figure A2.
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measure identif@tion, we have pulled together 14 waves of Eurobarometer individual level data,
covering annually the period from 2005 to 20We focus on 1lof the 12early Eurozone
members and use respondivel data in a binary outcome logit model

Dependent Variable: Identity

Our dependent variable is a dummy that equals 1 for individuals expresSistiaeed identjty

and 0 otherwise. We include as shared identities respondents who do not see themselves as
exclusively nationals of their own countByeven wherthey still see their national identity as
dominant.For mostof theyears included in our empirical analysis (24i%} 2010; 201217), we

are able to rely on the following question (Q1):

Q1: Do you see yourself as ...?
1. [NATIONALITY] only
2. [NATIONALITY] and European
3. European and [NATIONALITY]
4. European only

Q1 was not asked in 200B although a different questio®@? below,see also Table Al in the
Appendix for more details on the codirig)available The correlation between our measure of
shareddentity constructed out of Q1 with the equivalent constructed ouRa$ 8% over the
period 200406, so we believe thatZ}s therefore a good substitute for Q1 in 2086wever,
sincewe alsolack the questions we use to measilne effect ofEU input legitimay in 2006 we

will only use Q2 in descriptive terms (Figu but we will drop 2006from the econometric
analysis, and limit our prerisis period to 200405. While we would prefer to also include 2006,
the 200405 still gives us 22,818bservations, which is more than enough to estimate the model
safely.

02: Do you ever think of yourself as not only (NATIONALITY), but also
European? Does this happen often, sometimes or never?
(ONE ANSWER ONLY)

1. Often
2. Sometimes
3. Never

Q1 was not asketh 2011either, a key year to include in our analysis because vitienthe
Eurozonecrisis enters its peak phagefter Greece and Ireland had asked for badaut2010,
Portugal also loses market access in 2011, and Italy and Spain come under ugrynsitet
pressure during the summén. light of these facts, wthink we cannosafelydrop 2011 from

the econometricanalysis We therefore resort to an alternative available question (Q3 below).
The correlation between our measure of shared identiistizacted out of Q1 with the equivalent
constructed out of 8is 49% over the period 2041B. Although we would prefer it to be higher,

we think that using Q2 in place of the (missing) Q1 in 2011 is nonetheless justifiable and not
problematic for the oveliaanalysis because it is only one of 4 years in our OcrisisO.period

® The original EA12gexcluding Luxembourg due to size. The ONorthO makessiga, Belgium, Finland, France,
Germany, and the Netherlands; the OSouthO includes Greece, Ireland, Italy, Portugal, and Spain.
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03: For each of the following statements, please tell me to what extent it
corresponds or not to your own opinion. You feel you are a citizen of the EU (%)
1. Yes, definitely
2. Yes, to some extent
3. No, not really
4. No, definitely not

Unfortunately, no directly comparable question was asked in 2007, 2008 and®2@0%e
exclude those years from our analysis. While Q1, Q2 and Q3 all deal with a similar concept of
identification (baed on nationality/citizenship), the only question available in -B®i& one
asking respondent whether they faaly Oattachment© the EUPa very different concept. We
therefore prefer to drop those three yeéos,the sake okeeping our dependentinable as
consistent as possible over time.

Looking at the evolution of our dependent variable over tome,observethat identification as
OEuropeanO (partly or exclusively) has remained remarkably cddataarbund 60 percent of
respondent® and that in aggregate terms the gap between North and South has been very
narrow’ The resilience of EuropeansO-gightification as OEuropeanO is striking, especially in
light of the deterioration of perceived Oinput legitimacyO of the EU in the Soutthestrisis
Aggregate figures of Eurobarometer adww that the share of respondents stating that Otheir
voice counts in the EUO was slightly lower in the South than in the North already before the
crisis, but it subsequently dropped by a staggering 20 percentage points between 2010 and 2013.
Despite a ecent rebound, perceived input legitimacy in the South remains low with around 35
percent who believe Otheir voice counts in the EUO agamsthamore robustorresponding

figure for the North of close to 60 percént.

Continued and stable identification with Europe is also surprising in light of the fact that citizens
of Northern and Southern countries have differing views about the most important issues facing
their countries. The Eurobarometer surveys include a sguedtions asking respondents to
identify the most important issues facing their couningluding unemployment, inflation,
government debt or immigratiSnWhile not being an exact measure of macroeconomic
preferences, these questions givesameindicaion of what aspects of the overall policy mix
Europeans in different countries would consider most important at a certain point in time.

Eurobarometeshows that before the crisis, inflation was more of a concern for people in the
South than for peoplenithe NorthD which correspondsith the direction of prerisis intra
Eurozone inflation differentials. After the crisis, North and South traded places, to then converge
in 201415, coincidentally with the start of the ECBOs program of Quantitative E&siag

similar vein, the North was much more concerned about unemployment than the South was, up
until 2007. Again, North and South traded places after the crisis and the ensuing rapid increase of
unemployment in the euro periphery. Concern with governmelit has instead been stable in

" See Appendix, Figure A@eft panel)
® See Appendix, Figure A3 (right panel)
° Figure A4 in the Appendix shows tpercentage of people mentioning specific terms
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the South since 201Rthe first year for which this data is availalidand has been decreasing
steadily in the North ever since.

Independent Variables

The apparent disconnect between stable aggregate identity expsessidnchanging input
legitimacy perception othe one hand, and economic priorities on the other, constiutesur

view Da very strong rationale for moving the focus of the analysis to the micro/individual level.
Our independent variables candeided in five groups:

Demographicsage, gender, marital status, type of community where the respondent lives
SocioEconomicFactors education, employment status

Input LegitimacyFactors perception of whether own voi€@ount€in the EU

OutputL egitimacyFactors assessment of domestic economic situafnat available for

the precrisis period)

MacroeconomidPriorities: three dummy variables identifying respondents who mention
OinflationO or Ounemploymento as important issues for their own couftigesame
question for Ogovernment debtO is only available from 204&rd& so we exclude it
because we would not be able to companath the precrisis period.

K K K K

#H

We also include a ONofBouthO dummy. The North includes Austria, Belgium, Germany,
Finland, France, and the Netherlands, while the South includes Spain, Greece, Ireland, Italy,
Portugal. We also include interactions of this dummy with some of the independent variables, to
understand whether specific factors have a different effect in theyéwagraphical groups. All
specifications also include year fixed effeddst all these variables are available consistently for
the whole time serie® for example, the question about debt in the macroeconomic priorities
section was only asked starting2012 and assessment of the economic situation is missing in
2008 (so 2008 will be droppdrbm the estimation). We start by running the following model:

5 %& () *+ ( - 0.( - O+ ( 123 .g( bug

where !'. is our binary dependent variableidred identity), ! is a set of covariates
(demographics, socieconomic factors, input and output factois )et"#$ % is our geographical
group variable!"#$ % () are interactions of a subsect of variables in X with our geographic
dummy, and"# $, is a year fixedeffect. We estimate this model ¢ireesub-periods: a pre
Euro-crisis period 20042009;*° a Eurocrisis period (2012013) and a postrisis period
(20142017). The estimated coefficient®rin the logit models are reported in the Appendix in
Table A2 Inthe next sectionwe will discuss the marginal effects that we are most interested in,
in light of ourproposedypothesesnd additional factors of interastthe previous section.

Results

The most strikingesult from our analysis of individusvel attitudes concerrthe age of the
respondents. Figurg shows the predicted probability that respondents in North and South

19 As explained above, 2008 is dropped due to lack of data for one of the independent variables.
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express a shared identity, depending on their age and holding constant all otls®faotb

before the crisis (left panel), during the crisis (center paaet) after the crisis (right pangf)
Before the crisiswe observe that the probability to express a shared European identity was lower
for the oldest cohorts than for the youngeses, but for each cohort these probabilities were
very similar across North and Southhe young cohorts in North and South were virtually
identicalDfrom a statistical standpoiitin their likelihood to feel Europeauring the crisis, a

gap startedopenng up between the youngest cohorts in North and Sooth,all other age
groups appeared to be draewvencloser togetherand the oldest cohorts becamere likely to
express a shared identity both in the North and in the S@htk supports the we of theeuro

crisis as a Oshared catastropigith theexception othe youngest generatidh

Figure 2
Probability to express a shared identity, by age (0-1)
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Things look very different for the 2042017 period.Controlling for all the other factors
included in our model, respondents who aneer 55 years old have the same predicted
probability (between 60 and 65%) to express a shared identity in thecrsistperiod,
regardless of geography. But the gap is now increasing inversely td lageorobability to

" Since several of the variables included in our model are not available in 2008 and 2004 ¢tséspperiod

covers 2005, 2006 and 2007. The crisis and-pisis period covethe yeargrom 2010until 2017.

2 see Merler and Nicoli 2018 for a discussiof the literature on this.

13 We alsolooked at whether any difference exists between OmoversO (people who live in a country different than
their country of citizenship) and OstayersO (people who live in their country of citizeBistti@mly a verysmall
percentage of respondenisd% per year) is constituted by movers, we were not able to estimate the full model. We
did run a baseline model including basic demographic charactemsticair results revealed twihings. First,

movers are statistillg identical across north and south as far as their likelihood to feel European is concerned
Secondthe age profile of identification is markedly downwsaidping among stayerhile the relative position of
cohorts has changed since the crisis. Betfoeecrisis, when the need to emigrate was neither present nor pressing,
young OstayersO where statistically identical across north and south. After the crisis, we observe that young OstayersO
in the south are now markedhpre likely to express a shareddntity than their northern peers.
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express a shared identity has detreased among young respondents in the North, but young
respondents in the South arew significantly more likely to express shared identities than their
peers in the North. The difference in predicted probability reaches 10 percentage points between
the yaingest generation in the Soufhwhich is themost likely to express a shared identity
across all people in our datagand the youngest generationthe Northbwhich is theleast

likely to express a shared identiffhese results strongly supportradl, as we indeed find
Southern European youth to be most likalyd Northern European youtthe least likely to
express a shared identity.

The effect ofeducation (which we use as a proxy for skillsh the propensity to express a
shared identity has also changed over time. Figushows the predicted probability that
respondents express a shared identity, at differenslef/ellucation, before and during/after the
crisis. The relationship is upwardloping This mears D as one would expedD that better
educated people are less likely to express exclusfialjonalidentities.Figure3 (right) shows
that people with tertiary education and people who are still studying have become eveb closer
in their European identificatioBacross North and South, since the crisis. But the probability to
express a shared identity across all lower educationaklesvabw slightly lower in the North
compared to the South consistent with the different tragdéfs that we have identified in
association with the skills distributiomhese results generally confirm what we expected under
our H2.

Figure 3
Probability to express a shared identity, by education (0-1)
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To establish the effect afutput factors, we look at the predicted probability for respondents
dependingon their assessment of the state of the domestic economic sitdatwamch
unfortunately we are only able to do for the crisis and-piasis period, due to data availability
Figure 4 (left) shows that theelationship between respondentsO assessmtmg sfate of the
domestic economy and their likelihood to feel Europeatifferent acrosslorth and South.

Figure 4
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Probability to state a shared identity - by assessment of DOMESTIC economy
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In the North,this relationship isclearly downwaresloping suggesting that identification as
Europeans is a decreasing function of the perceived state of the economy. Northerners, in other
words, areOgood weatherO Europeans. Theysigmificantly more likely to express a shared
European identity in Ogood timakén they would be in Obad tin@Sor Southernersthe
relationship is more complex and hwsipaped Figure 4, right). Bople who see the economy as
Orather goodO or Orather bad® have a higher likelihood to feel European than people who see th
economy a being in a Overy goodO state. This appears to suggest that in the South, identification
with Europe has becom® at least for part of the distributioB an inversefunction of the

perceived state of the economy: Southerners feel significantly more Baorapémoderately)

bad times than they do in very good times.

Coming to theinput factors we included in our model®i.e. perceived input legitimacy and
macroeconomic preferenc®our results are more mixed. There is a clear and strong marginal
effect d perceived input legitimacy on respondentsO likelihood to express a shared identity.
Those who think their voice does not count in the EU have a markedly lower likelihood to feel
European (even partially) and they are very similar achimsh andSouth The difference
between north and south has widened after the crisis (Figure A4 in the appendix) with Southern
respondents today being more likely to feel Europden Northern respondents, holding
perceived legitimacy constant.

On our measures of macroeconomic preferences, the evidence is inconclusive. The marginal
effects reported ifiguresA5 and A6 in the appendisuggest that those who are concerned with
inflation at the country level are less likely to express a sharetltidemhereas those who are
concerned with unemployment et least after the crisBmore likely to. This latter result is
clearly evident imppendixFigure A7, which shows how after the crisis those respondents who
identify unemployment as one ofettmost important issues facing their country rapee likely

to feel European in th8outh but/ess likely to feel European in thilorth, compared to those
respondents who do not express concern with unemployment. This evidence rhymes with our

16



framework, n that it suggests that particularly in the South, the EU seems to represent an
implicit insurance against unemployment.

Conclusion

Despite the mixed effects of the euro crisis on the national economies of the Eurggoegaia
shared identificatioras OEuropeanfias remained remarkably stable over timile the gap
betweenNorth andSouth has remainecklatively small This has been the case despite very
different perceptions of input legitimacy aadgap inranking of macroeconomic priorities. In
order to make sense of this puzzle, we hamasformedHirschmanOs Oewdice-andloyaltyO
frameworkand applied ito the European Union context. We found thdey determinant in
individual European identitformation ® or the factor that could explain the shifting loyalties
between national and EU levBlto be the relative importance of exit (emigration) vs. voice
(economic policy preferences) for different sedemographic and soceconomic groups.

We poposedtwo hypothesesand two additional factorsoncerning the relationship between
individual characteristiceandshared vs. exclusividentity formationwithin our framework, and

found the following. First, we identified a remarkable gap opmeup betveen young people in
EurozoneNorth and South during the crisis, whisbemed to stickfter the crisis. The youngest
cohort in the South is now the most likely to express a shared European identity (even more so
when highly educated), while the youngeshart in the North is now the least likely of all to
express a shared European identity (even more so when lowly educated).

Second, we found that the existing educational ®ap terms ofindividuals having sshared
European identityp has widened everufther since the euro crisis. Better educated and higher
skilled people are more likely to feel European than the less educated and lowedraskdss

both EurozoneNorth and South. Third, personal assessment of the national economic situation
hasalso had a differing impact in North and South. In the South, EU citizens identify more
strongly as European in bad times, while in the North, EU citizens identify more strongly as
European in good times. Finally, all citizens in the South who believegbesrnments should
prioritize tackling unemployment are more likely to identify as European than those whq do not
while this effect is much weaker in the North.

In sum, the euro crisis has been a mixed blessing for EU elites and EU scholars who were hoping
that the process of European integratieould gradually creat OEuropeans.O While they may
take to heart that the youngest cohort in the South now is muchlikelyeto have a shared
national and European identity, they should worry about the fact that the youngest cohort in the
North is now the least likely to hold such a shared identity. They should also be concerned about
the ongoing widening gap between tbey and high skilled. Only if the economic situation of

the low skilled improves significantly will the fertile soil for Eurosceptic movements start to
wane. EU policymakersalso have to ask themselves whether the patterns of Séuwrin
migration withinthe Eurozoné on top of the already established Easst migration flow®
aredesirablein the longer run, as iisks exacerbang the existing divisions within the Union.
Making sure alEU member states can broadly share in the fruits of econamsperityin the

future should be their number one priority.
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APPENDIX

Table A1
Question Years Coding
Q: Do you see yourself as ...? 2004, 2005, _
1. [NATIONALITY] only 2010, 2012, | 1. /:lﬁ:cg D, (2) or (3) (shared
2. [NATIONALITY] and European 2013, 2014,
3. European and [NATIONALITY] 201252)12;)16’ 0 if A = (4) (exclusive identification)
4. European only
Q: For each of the following statements,
please tell me to what extent it
corresponds or not to your own opinion. LifA = (1) or(2) (shared
You feel you are a citizen of the EU (%) 2011 identification)
1. Yes, definitely 0if A = (3) or (4) (exclusive
2. Yes, to some extent identification)
3. No, not really
4. No, definitely not
Q: Do you ever think of yourself as not
only (NATIONALITY), but also
European? Does this happen often,
sometimes or never? 1ifA = (1) or (2) (shared
(ONE ANSWER ONLY) 2006 identification)
1 Ofen 0 if A =(3) (exclusive identification)
2 Sometimes
3 Never
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Table A2: Baseline Model

pre-crisis (200405)

EZ crisis (201013)

post crisis (2014L3)

dy/dx  Std. E. z dy/dx  Std. E. z dy/dx  Std.E. z
Age (1524)
2534 0.017 0.015 11 -0.010 0.011 -0.9 0.003 0.013 03
3544 0.023 0.015 15 0.004 0.011 0.3 -0.007 0.013 -06
4554 0.022 0.016 14 -0.015 0.011 -1.3 -0.003 0.013 -0.5
5564 0.002 0.016 0.1 -0.024 0.012 -20 -0.008 0.013 -0.6
65+ -0.086 0.016 -54  -0.059 0.012 -5.1 -0.045 0.013 -36
Male 0.061 0.007 9.3 0.041 0.005 9.0 0.037 0.004 84
Married 0.027  0.007 37 0.025 0.005 5.2 0.031 0.005 6.6
Community (rural)
Small/middle sized town 0.046 0.008 6.0 0.017 0.005 3.2 0.013 0.005 2.6
Large town 0.068 0.008 8.0 0.046 0.006 78 0.025 0.006 4.3
Education (no full-time)
15 or less -0.033 0.079 -0.4 0.183 0.098 1.8 0.049 0.034 14
1619 0.060 0.079 08 0.258 0.098 2.6 0.143 0.034 4.1
20+ 0.185 0.079 2.3 0.371 0.098 3.8 0.276 0.034 8.0
still studying 0.183 0.080 23 0.391 0.098 4.0 0.305 0.036 8.4
unemployed -0.040 0.014 -28 -0.038 0.008 -47 -0.037 0.008 -45
north 0.021  0.007 3.0 0.007 0.005 1.3 -0.032 0.005 -6.7
My voice doesn@tount (EU)  -0.196  0.007 -29.6 -0.237 0.005 -501 -0.235 0.005 -516
Inflation imp. issue -0.025 0.009 -29  -0.037 0.006 -6.3 -0.064 0.007 -95
Unemployment imp. issue 0.000 0.007 0.02 -0.006 0.005 -12 0.006  0.005 1.3
2005 0.018 0.007 2.8 . . .
2011 0.121  0.006 18.8
2012 0.078 0.007 11.9
2013 0.037 0.006 5.6 . . .
2015 0.005 0.006 0.7
2016 0.029 0.006 4.7
2017 0.029 0.006 4.6
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Table A3: Full Model
(only available for crisis and postcrisis period)

EZ crisis (201613)

post crisis (20141.3)

dy/dx Std. Err. z dy/dx Std. Err. z
Age (1524)
2534 -0.009 0.011 -0.8 0.001 0.013 0.1
3544 0.006 0.011 0.5 -0.007 0.013 -0.6
4554 -0.011 0.011 -1.0 -0.001 0.013 -0.1
5564 -0.017 0.012 -1.5 -0.005 0.013 -0.4
65+ -0.055 0.012 4.7 -0.045 0.013 -3.5
male 0.035 0.005 7.8 0.033 0.004 7.4
married 0.021 0.005 4.4 0.027 0.005 5.6
Community (rural)
Small/middle sizetbwn 0.013 0.005 24 0.016 0.005 3.2
Large town 0.042 0.006 7.3 0.025 0.006 4.4
Education (no full-time)
Up to 15 years 0.125 0.112 1.1 0.041 0.035 1.2
1619 years 0.199 0.112 1.8 0.131 0.034 3.8
20 years + 0.310 0.113 2.8 0.263 0.035 7.6
still studying 0.325 0.113 2.9 0.286 0.036 7.9
unemployed -0.026 0.008 -3.3 -0.027 0.008 -3.4
north -0.033 0.007 -4.8 -0.060 0.005 -11.6
Situation national economy (v good)
Rather good 0.017 0.027 0.6 0.008 0.014 0.6
Rather bad -0.018 0.027 -0.7 -0.037 0.014 -2.7
Very bad -0.086 0.027 -3.2 -0.118 0.015 -7.8
My voice doesnOt count (EU) -0.225 0.005 -46.6 -0.214 0.005 -45.3
Inflation imp. issue -0.039 0.006 -6.9 -0.060 0.007 -8.9
Unemployment imp. issue 0.003 0.005 0.7 0.022 0.005 4.6
year
2011 0.109 0.006 16.8 ..
2012 0.073 0.007 11.2
2013 0.031 0.006 4.8 .
2015 -0.003 0.006 -0.4
2016 0.018 0.006 29
2017 0.007 0.006 1.1

24



Figure Al: Eurozone North vs. South: Trust in National Government (Yellow) and EU (Blue)
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Figure A2: Eurozone North: Trust in National Government (Yellow) and EU (Blue)
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Figure A4: Important Issues (Debt, Unemployment, Inflation, Immigration)
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Figure A5
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Figure A7
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