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Abstract

Austerity programs have a well-known detrimental impact on health, economic se-
curity and political trust. However, less is known about whether internationally
imposed austerity translates to a defensive nationalism that may solidify opposition
to the same international institutions. This paper investigates this broader ques-
tion through the lens the European sovereign debt crisis. Using data on national
and European identity between 1983 — 2021, I show that austerity seems to have
strengthened national identities immediately after the austerity packages were im-
posed, but that the effects subsided quickly. I also find that this effect was most
meaningful where austerity had the most severe economic and social impact. My re-
sults suggest that international institutions’ attempts to impose fiscal conditionality
may end up undermining the identification that they rely on for popular legitimacy
in the longer run.
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Introduction

Fiscal austerity is frequently imposed by international organizations, and just as frequently
contested by citizens and national elites. The political, social and economic effects of such
austerity programs are already well-known: In addition to producing negative social outcomes in
the form of greater unemployment and worsening public health, austerity has animated populist
movements both inside and outside the electoral arena. This was particularly the case in Europe,
where such parties greatly expanded their electoral appeal in the wake of austerity first being
implemented (Lane 2012; Rajmil and Ferndndez De Sanmamed 2019; Abou-Chadi, Cohen, and
Wagner 2022; Edwards 2019).

Despite the impact of austerity on populist voting being a frequent topic of study, a prevailing
assumption in the literature is that the main mechanism connecting the two is the economic
deprivation brought by fiscal consolidation (Hobolt and Vries 2016). What is less well understood
is whether austerity can similarly strengthen defensive nationalism, by making more citizens
adopt completely national (rather than mixed national and international) identities. Answering
the question “How did Troika austerity shape the national identity of those living in the affected
countries?” is thus crucial because it can help illustrate that economic deprivation is not the
only source of populist resentment in the wake of austerity. Understanding whether austerity also
strengthens national identification, at the expense of more globally oriented composite identities,
can also help us understand whether future austerity, whether in Europe or elsewhere, can
undermine support for the international liberal order.

Using merged and multiply imputed Eurobarometer time series data from the period 1983 —
2021 and a synthetic control method developed for establishing causal effects in a quasi-experimental
setting (Xu 2017). This approach lets me compare the share of people who state that they only
identify with their countries, rather than Europe and their countries, in austerity countries like
Greece and Ireland before and after austerity was implemented to a “synthetic control group”
made up of units that closely resemble them both in terms of their citizens’ perceptions of their
own identity as well as other socio-political dimensions. This lets me overcome the limitation that
there may be important differences between the austerity countries and the other EU countries
that makes a direct comparison of austerity countries and every other country, before and after

austerity was a reality, less useful as a tool for assessing causal relations. By instead comparing



the development in self-reported national identity before and after austerity was implemented in
the austerity countries and a highly comparable designed control group, I can estimate with a
great deal of precision the causal effect that austerity is likely to have on a citizenry’s self-reported
national identity.

Empirically, I find that austerity increased the share of people who identified solely with their
nation-states. However, this effect is not particularly long-lived. Summarizing, the effect that
austerity has on national identity is i) immediate already from the first Eurobarometer survey
after austerity was first implemented, ii) quantitatively meaningful (as austerity increases the
share of people who identify solely with their nation-states by an average of 6% in the first post-
austerity survey) and iii) short-lived (as the effects generally lose their statistical significance very
quickly). The short-lived nature of these effects is consistent with typical patterns of politicization
often seen in the aftermath of the imposition of austerity, where the EU was first described as an
external threat. However, over time these conflict-oriented and culturally oriented frames gave
way to more positive evaluations of European austerity. This suggests that while austerity may
lead to more entrenched national identities, it does so predominantly in cases where a political
opportunity structures “allow” citizens to see the programs as a culturally based threat.

I thus show that austerity does not only strengthen populist sentiment by creating conditions
of economic deprivation. Instead, it may also lead more directly to a defensive nationalism, in
which self-perceptions of oneself become less global and more rooted in the nation-state, that
could in turn make one more amenable to voting for populist parties that make the distinction
between “us” and “them” a core component of their message (Mudde and Rovira Kaltwasser
2018). This is important because it can shine a light on the mechanisms that created populist
backlashes to past instances of austerity imposed by international institutions like the IMF or
the European Central Bank, both in Europe and in Latin America.

My results contribute to a strand of literature in international political economy that inves-
tigates the impacts of austerity on a range of socio-economic and political variables (Clift and
Robles 2021; Rajmil and Ferndndez De Sanmamed 2019; Hiibscher, Sattler, and Wagner 2023),
but which has so far paid less attention to the link between austerity and individual-level na-
tionalist attitudes. The greater nationalism that I show in the immediate aftermath of austerity
being may be more problematic for the EU than organizations such as the IMF, as the EU’s

political nature makes it more important that its citizens require some form of shared identifi-



cation with the political order to consider it legitimate (Bellamy 2013). However, one should be
wary of overstating this difference: Even technocratically legitimated organizations such as the
IMF need to be aware of how their policies can undermine trust in international organizations
and, thus, the legitimacy of the international political order. This makes my results relevant for
economic policy-makers working also in non-EU contexts.

I first begin by briefly describing the case of “Troika” in Europe in the aftermath of the
sovereign debt crisis, showing why public opinion reactions to the austerity programs imposed
by the International Monetary Fund, the European Commission and the European Central Bank
can be important for understanding reactions to austerity also outside of their immediate ge-
ographical context. I then outline why austerity is theoretically likely to shape also the per-
ceptions that citizens of the affected countries have of their own identity, before outlining my

quasi-experimental identification strategy. I lastly present and discuss the results of my analysis.

Empirical setting: European austerity as an instructive case

The story of the sovereign debt crisis is the story of a financial crisis that spurred the need for
massive bail-outs of important sectors. Due to the rapidly rising public debts spurred on by
bailouts, countries in the Eurozone periphery received loans to handle their rising public debts.
These loans were subject to strict conditionality, required extensive cuts to the public sector
and imposed strong welfare costs on ordinary citizens (Lane 2012). These programs became
associated with the so-called “Troika” (the International Monetary Fund, European Commission
and European Central Bank), and have been credited with producing a great loss of trust in the
EU institutions after they were first imposed (Armingeon and Ceka 2014).

In this sense, the programs were very similar, both in design and outcome, to austerity pro-
grams implemented by the International Monetary Fund (IMF) in African and Latin-American
countries (Clift and Robles 2021). In other words, the programs implied deep cuts to public
sector budgets, and led to increased unemployment and negative social and health outcomes
(Rajmil and Ferndndez De Sanmamed 2019). The fact that the outcome was similar to the
austerity programs implemented by for instance the IMF and World Bank means that the infer-
ences drawn about the effects of the programs, for instance on people’s perceptions of their own

nationality, are relevant for understanding the effects of austerity more broadly.



The European and global austerity programs share not just policy prescriptions, but also policy
philosophies: As Hermann (2017) shows, differences between Latin-American austerity outcomes
from the 1980’s and those seen after the European sovereign debt crisis are not attributable to
differences in the programs and the philosophy that underpinned them as much as specifics of
the European integration process. These strong similarities between the European austerity
programs and their philosophical and political antedecendents in both Latin America and Africa
further suggests that understanding the impact of European austerity can also be instructive in
understanding responses to austerity more broadly.

In summary, the strong philosophical and policy-specific similarities between the European
austerity programs and those implemented earlier by both the International Monetary Fund
and The World Bank make them an interesting empirical testing ground for understanding
how austerity by imposed by national institutions can shift popular perceptions of national or

transnational identities.

Theoretical framework: Understanding the link between
austerity and national identity

The theoretical exposition that outlines the link between fiscal conditionality and the average
effects that the programs are likely to have on identification with one’s nation-state starts from
the assumption that such changes can come about through two pathways. First, the external
nature of the austerity itself may be an important source of strengthened national identity. The
second pathways assumes that the economic deprivation the same programs have typically created
is conducive to a dynamic where people see themselves under threat from a hostile out-group

(Tajfel and Turner 2004).

Mechanism 1: “Rally round the flag”

Starting with the first mechanism, the external nature of the Troika programs makes it likely that
they will produce a “rally round the flag” effect. Here, especially in combination with rhetoric
that describes the programs as a threat imposed by an external actor, people are likely to shift
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their welfare will be protected by national, rather than European, institutions. While the “rally
around the flag” effect was first used to explain increased support for governments in times of
war (Oneal and Bryan 1995), it is likely that it will be relevant also in the case of externally
imposed austerity programs: Much like an external military threat, a constraint on national
fiscal autonomy (in the form of an austerity program) could make the idea of the “other” as a
malignant force more salient for the average citizen.

It is likely that citizens retreated towards the national in the aftermath of European auster-
ity. First, trust in the EU institutions declined in the countries where austerity was imposed
than in the rest of the EU after the austerity programs were imposed (Armingeon and Ceka
2014). Second, both left- and right-wing Eurosceptic parties saw increased support in the 2014
European Parliament. This effect was particularly prominent among voters who were directly
impacted by the crisis. Left-wing Eurosceptic support was particularly robust in the austerity
countries (Hobolt and Vries 2016). The particular importance of left-wing Euroscepticism in
the austerity countries is important to my argument that voters might have become more con-
cerned with sovereignty and their national identities in the wake of the austerity programs being
imposed: In contrast to right-wing Eurosceptic parties, that typically base their Eurosceptic
rhetoric on the perceived cultural threat that stems from European Union integration, left-wing
Eurosceptic parties are more likely to put forth sovereignty-based arguments about the EU as a
source of exploitation of the national state that lack the cultural component of their right-wing
counterparts (Halikiopoulou, Nanou, and Vasilopoulou 2012). The fact that the latter seemed to
resonate particularly with voters in austerity-stricken countries suggests that these voters were
also sensitive to the idea that austerity was a foreign imposition on their autonomy, even if the
imposition was on fiscal, rather than cultural, policies.

The perception of the EU as a foreign threat that would necessitate a turn towards one’s own
was likely to be primed also by elite rhetoric. Political and media elites, in the austerity countries
and beyond, made effective use of frames that foregrounded cultural differences through much
of the sovereign debt crisis (Arrese 2018; Wodak and Angouri 2014). For instance, large Greek
media employed frames that linked current austerity policies to shared national memories of
the Second World War. Much like the border closures studied by Herbig et al. (2025), these
frames could send a signal that one was better protected by one’s own institutions rather than

the EU’s. Similarly, they could provide a strong cue about the distinctive cultural identity that



an individual citizen had, and how this differed from that of citizens from other countries.

Mechanism 2: Economic threat as a mediator

So far, I have posited a direct link in which the external nature of austerity is the proximate
cause of increasingly nationalist self-identification. However, a less direct path is also possible:
Austerity led to an economic downturn for those living in the impacted countries that increased
unemployment, worsened social outcomes and led to broad welfare state retrenchment (Blyth
2015; Rajmil and Ferndandez De Sanmamed 2019). Such economic downturns can strengthen
the defensive nationalism of those most heavily impacted (Rabinowitz 2022). This defensive
nationalism (unlike more liberal and externally oriented patriotism) is likely to lead to stronger
opposition to the idea of a common European project (Huddy, Del Ponte, and Davies 2021). An
important reason is that, unlike patriotism, it does not foreground the citizen’s own nation-state
as a positive force, but instead the external threat that others constitute.

What both of these mechanisms have in common is that they produce greater out-group
hostility. Where the first mechanisms centers the external nature of the austerity-implementing
agents as the proximate cause of an increased defensive nationalism, the second points to an
economic downturn as the ultimate trigger of this hostility.

Whether the ultimate mechanism linking austerity and strengthened national identity is a
direct one, that deals with a perceived threat to sovereignty, or a defensive nationalism that
actually stems from economic considerations, the ultimate outcome is likely to a greater increase
in exclusively national (relative to a mixed national and European) self-identification in the
austerity countries. Both mechanisms thus yield the same empirically testable hypothesis:

H1: Citizens of austerity countries will express greater levels of exclusively national identification

after the imposition of austerity than those of comparable non-austerity countries.

The EU as a potential solution and its impact on identity

However, this causal chain assumes that austerity was seen as a problem. If austerity was
instead seen as the best imaginable alternative to a difficult macroeconomic situation in the
relevant countries, the EU institutions enforcing them could be seen as potential guarantors of

a better fiscal future.



We find evidence that the Troika was framed as such during the crisis: Greek leaders exten-
sively used a “there is no alternative” framing to justify compliance with the EU’s austerity
measures (Karyotis and Riidig 2015). Similarly, Cypriot newspapers made clear that they be-
lieved the Troika institutions were better suited to getting Cyprus through the economic crisis
than Cypriot politicians themselves (Doudaki, Boubouka, and Tzalavras 2019). Exposure to
these frames could make people amenable to think of EU austerity as something akin to a fiscal
“rescue of the nation-state” (Milward 1999) rather than an imposition on fiscal autonomy that
increased unemployment, produced welfare state retrenchment and worsened health outcomes.
It might also make people more likely to think of the EU as a net positive not in spite of its
external imposition of austerity policies, but rather because of it.

The fact that these “EU as rescuer” narratives were typically found in mainstream and popular
media sources, while critical anti-austerity discourses were more likely to be consigned to the
fringes of the media landscape, could imply that more citizens were exposed to narratives that
painted austerity as a necessary evil than were exposed to those that treated austerity as the
root cause of the unemployment seen during the sovereign debt crisis (Mylonas 2014). This leads
to a next, competing hypothesis:

H2: Citizens of austerity countries will express lower levels of exclusively national identification

after the imposition of austerity than those of comparable non-austerity countries.

The impact of politicization and the salience of identity on the

austerity-identity link

As the austerity programs varied in both salience and economic impact (Zamponi and Bosi 2016;
Kriesi et al. 2012), the austerity-identity nexus is likely to matter differently across countries.
However, as I outline below, there are pervasive arguments for believing that the effect of austerity
on identity will be most pronounced in Southern European austerity countries such as Greece.
A first argument has to do with the uneven economic and political costs imposed by austerity:
As the political economies of the Southern austerity countries were less aligned with preferred
EU policies than those of Northern austerity countries like Ireland, the ”Troika” imposed the
most extensive structural reforms on Southern European austerity countries (Greer 2014). In

other words, the EU demands for welfare state retrenchment and weakened labor protections in



the Southern European austerity countries went beyond those made on the Northern austerity
countries’ governments. The economic threat is thus likely to have been perceived as much
greater in Southern than Northern European austerity countries.

In this sense, the dual threat of austerity was likely to be felt most keenly in the Southern
European austerity countries: First, the policies that were imposed as a result of the programs
required a much greater political reorientation in countries like Greece or Portugal compared
to Ireland or Latvia. This is likely to have exacerbated the feeling of a sovereignty constrained.
Second, because the economic impacts of the shift in policies were most deeply felt in the Southern
periphery of the eurozone (Lane 2012), the “economic downturn mechanism” linking austerity
to strengthened national identities was more likely to be activated in these austerity countries.

Most likely due to the greater perception of political and economic threat, protests against
the economic policies of the EU were also more frequent and well-organized in Southern Europe
than elsewhere on the continent. Similarly, they were typically closely associated with votes
on austerity policies in the parliaments of countries like Greece and Portugal (Oana, Kriesi,
and Altiparmakis 2024; Altiparmakis and Lorenzini 2018). Due to the strong politicization of
austerity, evident in both the economic framing of protests and their close relationship to votes
on European austerity, it is likely that citizens of Southern Europe would be exposed to more
politicization of European integration than elsewhere. As such politicization has historically
favored Eurosceptic parties (Beaudonnet and Gomez 2024), it is reasonable to expect that the
greater increase in Eurosceptic public discourse in Southern European (rather than Northern
European) austerity countries would also materialize in a greater loss of a shared feeling of
FEuropean-ness in these countries.

Citizens of multilevel political systems typically struggle to attribute responsibility for eco-
nomic outcomes to specific levels of government (Hobolt and Tilley 2014). The more numerous
protests seen in the Southern, rather than Northern, European austerity countries were thus
not just important for creating a more strongly European opportunity structure. Public po-
litical events like protests are not just opportunities to be heard by political leaders, but also
opportunities for those that attend and view coverage of them to make sense of events (Paget,
Beardsworth, and Lynch 2023). Because the protests allowed citizens opportunities to treat
austerity as imposed by the EU it is reasonable to expect that this would activate a stronger

“rally around the flag” effect than what was the case in other austerity countries. This yields



the following hypothesis:
H3: The negative effect of austerity on Furopean self-identification will be greater in the Southern

FEuropean austerity countries than in the Northern Furopean ones.

Politicization

European

Austerity identity

Economic
threat

Figure 1: Causal path diagram showing the possible links connecting austerity and a
weakened European identity.

Figure 1 visualizes the model, showing the various pathways between austerity and European
identity outlined above: The first is a direct link from austerity to European identity, with
externally imposed austerity having a negative impact on people’s tendency to identify with

both their countries and Europe. Here, the outcome is a direct result of a shared feeling of
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identification with one’s co-nationals attributable to a “rally around the flag” mechanism. On
the other hand, austerity could also lead to a weakened European identity through i) how it
produced greater negative politicization of Europe, or ii) increased the perception of economic
threat facing citizens. Both of these mechanisms can, as I have shown, above shape identity
on one’s own. However, more indirectly, they can also increase Euroscepticism, which is in turn
associated with a stronger feeling of national, rather than European, identity (Hooghe and Marks
2005).

My theoretical exposition has so far assumed that a potential link connecting austerity and
out-group hostility is the most likely causal chain between Troika conditionality and stronger
exclusively national identities. However, an alternative is that the increased salience of national
identity that followed debates about the austerity programs could have had the same effect.
If the greater increases in identity in the austerity countries stem from the fact that national
identity was made more salient in these countries after the programs were implemented, we should
expect a symmetry in this response in both the most salient creditor and debtor states. There is
evidence to suggest that media in both creditor and debtor states framed debates about austerity
in distinctly cultural terms: In Germany, the most salient creditor state, media portrayals of the
crisis framed it as being caused by the profligacy and lack of budgetary discipline of Southern
European politicians (Wodak and Angouri 2014). In other words, even without having austerity
imposed, German citizens were likely to be made aware of themselves as distinctly different from
for instance Italian or Greek citizens. The mechanism causing this was instead how austerity
was treated as a cultural issue in non-austerity countries’ media.

While the importance of the crisis to the entire EU could potentially make this increased
salience a pan-European phenomenon (Kriesi et al. 2012), I expect the effect will be concentrated
in countries that were the greatest net contributors or recipients of financial assistance programs.
National debates tended to frame the EU’s “bail-outs” of the austerity countries as a potential
problem. As Arrese (2018) points out, these debates were most intense in Greece and Germany.
It is thus in these countries where we should expect the media to offer the most opportunities
for viewing the crisis as essentially a cultural concern. This is also likely to materialize in more
opportunities to be made aware of one’s distinct culture, and how it differs from that of others.
I thus hypothesize:

HJ: The negative effect of austerity on European self-identification is likely to be similar among
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German and Greek citizens.

Through investigating these hypotheses, my paper offers one of the first tests of whether the
external imposition of austerity, seen in both Europe as well as Latin America and Africa, can
produce stronger nationalist sentiments at the individual level. This is theoretically crucial: Un-
derstanding whether austerity shapes not just preferences for populist voting but also individual
nationalist sentiments can help us show more clearly how and why internationally imposed aus-
terity can lead to citizens becoming more critical not just of austerity, but of the international

legal order that underpins the institutions imposing it.

Data and methods

My analyses combines merged and multiply imputed Eurobarometer data from 1983 — 2021 with
a “generalized synthetic control” method that compares the austerity countries to a synthetic
control group that had approximately identical levels of exclusively national self-identification
in the years before austerity was first imposed (Xu 2017). Comparing the levels of exclusively
national identity in the treatment and control group after austerity was imposed will thus, if the
two groups were on parallel paths before austerity was first imposed, let me measure the impact

that imposing austerity has on citizens’ propensity to identify only with their nation-states.

Dependent variable

To measure exclusively national self-identification I create a time series from 1983 — 2021, using
two questions with highly related wordings. The first is ” Do you ever think of yourself as not only
(NATIONALITY), but also European? Does this happen often, sometimes, or never?” The other

Y

is "Do you see yourself as...”, with the possible responses being exclusively national, national
and European, European and national or exclusively European. I construct the time series using
the Mannheim Trend File (which merges Eurobarometer data until 2004) and the Harmonized
Eurobarometer data from 2004 — 2021 (Schmitt and Scholz 2002; Russo and Brautigam 2023)
The dependent variable is the share of respondents in a given time period that state that they
either only identify with their nation-states or never think of themselves as both national and

European.

While the questions use different wordings, the response categories I use to capture exclu-
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sively national identity across both wordings are likely to be perceived as similar by respondents:
Someone who identifies as never feeling both European and national is also likely to see them-
selves as exclusively national. Both questions are thus likely to capture the same theoretical
concept. Moland (2024), using the same data, also shows that country-year shares of individuals
who identify as exclusively national are similar for both wordings. My operationalization of “ex-
clusively national identity” also aligns with a large literature that sees ”exclusive nationalism”,
rather than various configurations of compound identities, as the key determinant of Eurosceptic
sentiments (Hooghe and Marks 2005; Karstens 2020).

The time series for both questions feature gaps in periods where questions about identity were
dropped from the surveys. To address this limitation, I impute missing values using multiple
imputation (Rubin 2004). The model I use to impute the missing country-year shares relies on
a range of different variables known to impact European or national self-identification (Foster
and Frieden 2021). I also use a linear time spline to capture the likely linear short-term shifts in
self-identification.

The benefit of such imputation is that it uses observed values of variables that are known
to correlate with exclusively national identity to impute more realistic values of the dependent
variable than what would have been possible using linear time series imputation (Honaker and
King 2010). Linear imputation is particularly problematic in situations where, as in this case,
there are substantial gaps in the time series. It is thus a better approach than merely linear
interpolation methods.

An important limitation of the data is that both question wordings are seemingly unable
to disambiguate the effects of austerity on the civic or cultural component of European (Konig
2024). This raises an important question about whether a possible increase in exclusively national
citizenship in the austerity countries stems from a weakened attachment to European values or
institutions rather than a weakened attachment to what is perceived as core European values.
I cannot probe these relationships given these data. This raises important questions for future
studies of the link between fiscal conditionality, national self identification and trust in supra-

national organizations.
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Troika conditionality as a treatment

To test the impact of austerity I employ Troika conditionality at the time of a given survey as
the relevant “treatment variable”. To create the treatment variable, I match the signing dates
of the memoranda of understanding associated with each fiscal conditionality program to the
fielding periods of Eurobarometer survey waves. The resulting variable has a value of “1” in
time periods where the country in question was subject to conditionality programs, and “0” in
periods where they were not.

One important question is whether one should treat the Spanish and Italian “implicit condi-
tionality” as analogous to the Troika memoranda of understanding. In both cases, even though
the external pressures for reform were strong, the countries retained greater autonomy than what
was the case for countries subject to explicit conditionality (Picot and Tassinari 2017). I thus
choose a conservative measure of Troika conditionality, focusing only on those that were sub-
ject to formalized austerity measures. This is an appropriate operationalization for my research
question, which is explicitly interested in measuring the effect of having austerity imposed by an
international actor, rather than the effect of austerity as a political program per se. Figure Al
shows the treatment status across the country-semesters that are the units of analysis.

A challenge when relying relying on discontinuities in time as a measure of causal effects
(Mutioz, Falcé-Gimeno, and Herndndez 2020) is that salient information could be known to
respondents before the treatment was imposed. However, there is much to suggest that this
concern may be less operative in this case: Although the austerity programs were expected
before they were first implemented, popular protest in the wake of the sovereign debt crisis
mainly emerged after the the austerity packages in Southern Europe were first implemented
(Oana, Kriesi, and Altiparmakis 2024). This suggests, in line with my argument, that the
severity of the actual programs made the out-group threat stemming from austerity salient to
a greater degree than the mere knowledge of them. While this does of course not rule out an
anticipation effect, it makes it more likely that the knowledge of the packages’ actual content
was seen as novel by citizens of the austerity countries.

Beyond testing the overall impact of Troika conditionality, I am also interested in testing
how austerity contributed to the formation of exclusively national identity in i) the Southern

European austerity countries and ii) Greece and Germany specifically. To test the impact of
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austerity exclusively in Southern Europe, I remove the Northern European austerity countries
Ireland, Hungary, Latvia and Romania from the dataset. This lets me test the impact of fiscal
conditionality solely in the particularly hard-hit Southern European austerity countries. To
compare the effects of the imposition of austerity in both Greece and Germany I use the treatment
periods for Greece, running separate treatment effect analyses for both Greece and Germany. I
simultaneously remove all other treated countries to avoid treated units influencing the synthetic

control. I then compare the effects of treatment across both countries.

Control variables

To improve the quality of the synthetic control groups, I control a wide variety of relevant
variables (Ben-Michael, Feller, and Rothstein 2021). T first control for the country-semester
level of support for EU membership among citizens, the electoral disproportionality of the party
system, party-level polarization regarding EU issues and the collective vote share of the right- and
left-wing populist parties that were in the national legislature in any given years. Controlling for
these variables mitigates omitted variable bias stemming from possible sources of post-treatment
differences in exclusively national identification (Hooghe and Marks 2005; Foster and Frieden
2021).

I also control for yearly GDP growth, total population and annual unemployment. This ensures
that the treatment and control groups are similar to one another in terms of their economics,
the framework surrounding their EU membership and the tools they had available to address the
sovereign debt crisis. I also match on the three last lags of the dependent variables. The goal is
to ensure that the treated countries and their synthetic controls also match each other on basic
demographic and economic characteristics.

One challenge is that unemployment rates are reported at a different rate than the semesters.
Particularly given the rapid changes in the economic conditions immediately after the crisis began
(Lane 2012), it is likely that the estimated effects of austerity on unemployment will not perfectly
capture short-term variations in the unemployment rate that could also activate perceptions of
economic threat. This limitation is difficult to overcome, as quarterly unemployment data from
Eurostat are only available from 2009. However, this is unlikely to be a substantial problem for

my analysis, as the matching is still done on units with very similar annual unemployment data.
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The ”as-if-random” assumptions of the matching methods are thus likely to be met despite this

data limitation.

Model estimation

To arrive at something akin to a causal estimate I use a generalized synthetic control method
developed by Xu (2017) together with an EM algorithm first proposed by Gobillon and Magnac
(2016). I run 25 separate iterations of the synthetic control model, essentially computing the
analysis once for each imputed dataset, before pooling the results using “Rubin’s rules” (Rubin
2004). These rules account for the inherently Bayesian nature of imputation by taking into
account both within- and across-imputation variation in both estimates and standard errors.
The end result is an estimate that both accounts for the uncertainty of imputation and is likely
to arrive at a more realistic imputed value in place of the missing data than traditional linear
imputation would allow for.

The underlying logic of this model, expressed in equation (1), is that the average treatment ef-
fect on the treated (ATT) is the difference in the differences between the pre- and post-treatment
values of exclusively national identity in the treated countries and the relevant synthetic con-
trol groups. To construct the counterfactual trajectory for each treated country, the algorithm
uses a combination of pre-treatment values of the treated units and cross-unit weighted correla-
tions. This method ideally produces a counterfactual trajectory for each treated group that lets
me answer the hypothetical question “How would exclusively national identity in the austerity
countries have developed in the absence of externally imposed fiscal conditionality programs?”
The method also lets me account for how treatment status for the austerity countries varied
throughout the period in question, that the effects of it was likely to be heterogeneous from one
country to another and that the austerity programs were implemented at different periods in

each country.

ATT oy = —— 3 ie(1) = Y (0)) = < 3 60 (1)

N, N,
e et

To formally test H3 and H/, about the differences in the effects of austerity between i) Southern
European austerity countries and the full set of austerity countries and ii) Greece and Germany,

I compare the coefficients using an approach developed by Clogg, Petkova, and Haritou (1995).
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Here a Z score, with a critical value of 1.96, is developed by dividing the subtracted sum of
the coefficients by a squared and exponentiated sum of the standard errors. This approach is
formalized in equation (2).

B — B2

* = GER) + G (2)

Altogether, the generalized synthetic control approach and the comparison of coefficients let

me both test the impact of austerity on national identity and compare whether their effects differ

in a statistically significant way across different sub-groups within the EU.

Results and discussion

I next move on to showing the results of the empirical tests of my hypotheses. I will first test the
base hypotheses, which relate to the overall effect of austerity among all the impacted countries.
I then analyze the effect of Southern European austerity relative to the overall effect of the
austerity programs, before finally concluding with a comparison of the impact of austerity (or

the debates about the same) in the outlier states of Greece and Germany.

Base results

As table 1 illustrates the overall effects are rather modest, with none of the average treatment
effects attaining significance for the entire period. This is, however, to be expected: As previously
mentioned, the negative politicization of European integration should be expected to be cyclical.
It is thus reasonable that, even though the immediate impact of austerity might be negative,
the effect could subside over time. Because of this fact, it is necessary to go beyond the average
results to also look at the impact of austerity immediately after it happened. Finding significant
effects immediately after austerity became a reality would strengthen the case for there being an
impact of austerity, even in a situation where the average effects are non-significant.

Figure 2 finds precisely this effect: The effect of austerity increases, in the first post-treatment
period, by an average of 6%. As table 2 shows, this immediate effect is actually between 1—11%.
This immediate and substantial effect seems is nevertheless short-lived, with the only significant

effect coming in the first post-treatment period. This is compatible with the fact that politiciza-
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Case study Estimate SE 2.5% 97.5%

d0verall -0.01 0.02 -0.05 0.04
dSouthern 0.01 0.04 -0.08 0.09
SpE -0.02 0.05 -0.13 0.08
ScR 0.07 0.08 -0.08 0.23

Table 1: Estimated average ATT across imputations for all case scenarios. SEs employ
two-way fixed effects and clustering.

T ATT SE 2.5% 97.5%

0 0.03 0.02 0.00 0.07
+1 0.06 0.02 0.01 0.11
+2 0.03 0.03 -0.02 0.08
+3 0.05 0.02 0.00 0.09
+4 0.05 0.02 0.00 0.09

+5 0.04 0.02 -0.01 0.08

Table 2: Estimated period-specific ATT from tg — t15. Bold numbers signify statistical
significance at the 95% level.

tion of European integration is generally crisis-driven and cyclical (Kriesi 2016). My results are
consistent with a situation where citizens immediately respond to the new information about
fiscal conditionality that is mainly filtered through elite and media frames that generally posit
European integration as a problem, before the agenda is once again taken over by other issues.
This was the pattern seen in Cyprus: The severity of the austerity program first became clear to
citizens after the memorandum of understanding was signed, with this leading to sharp public
criticism of the Troika institutions’ role in the crisis. However, public debate soon began framing
austerity differently, by for instance posing the austerity programs as a necessary response to the
needs of the Cypriot economy (Doudaki, Boubouka, and Tzalavras 2019).

Importantly, figure A2 shows that this effect is not driven by pre-existing diverging paths
in levels of exclusively national identification between the austerity countries and the synthetic
control group. Figure A4 also shows that all treated countries have similar factor loadings to
at least some control group units: While Ireland’s factor loading makes it an outlier on the
second latent factor, its loadings on the first factor are largely similar to those of Sweden and

Austria. For Greece, another likely outlier, its loading on the second factor is largely similar to
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Time relative to treatment

Figure 2: Overall average treatment effects in period to — t5.
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Finland and to both Croatia and the Czech Republic on the first factor. This technical point
is crucial for assessing claims of causality: While the algorithm would compute a counterfactual
trajectory under any circumstance, a consistent lack of overlap between the austerity countries
and the synthetic control countries would make this trajectory highly dependent on model-
based assumptions about the pre-treatment similarities of the treated countries and its modeled
synthetic control (Xu 2017). The fact that such overlap, at least partially, exists mitigates this

concern.

The effects of Southern European austerity

Having shown results that are consistent with H1, even if the average effects are statistically
insignificant, I next examine the specific effects of the austerity programs that were implemented

in Southern European countries like Greece and Portugal.

Table 3: Comparison of period-specific ATT's for both the overall treatment group and
the subset of Southern FKuropean treatment groups. Bold Z score indicates
statistical significance at 95% level. Two-way clustered SEs.

T 5Overall aSouthern Z score

to (8:82) (8:82) 1.26
b (8:83) (8:85;1) 2.12
b2 (8:83) (8:83) 099
b (8:82) (8:81) -0-05
b ooy O
fis 0.04 0.04 _0.60

(0.02)  (0.05)

Figure 3 and table 3 offers some evidence for H3, which states that the effects of Southern
FEuropean austerity on identity will be greater than that found on average for all austerity
countries. However, we once again see this effect confined to the first post-treatment period.
The most important reason may be that austerity programs were more immediately politicized

in Southern, rather than Northern, Europe (Arrese 2018; Oana, Kriesi, and Altiparmakis 2024).
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Figure 3: Treatment effects in period tg—t5 for Southern European treatment countries.
Model employs two-way fixed effects and clustered SEs.
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It is also likely that the same causal mechanism as for the overall effect would account for these
results: The Southern European austerity countries saw a greater politicization of austerity,
especially early on, than what was the case for their Northern counterparts. The programs were
also more likely to be negatively connected to European Union institutions in Southern Europe
because of the greater prevalence of protests that allowed for politicizing moments. The end
result is a greater effect of austerity in this period in Southern, rather than Northern, Europe.
Once again, figure A3 shows that the effects of austerity are not driven by large pre-treatment
variations in the levels of exclusively national identity before austerity was first imposed in the
Southern countries. Even an outlier country like Greece is on generally the same path as its
modeled synthetic control group. The combination of a credible counterfactual situation and a
stronger effect of austerity in the first period after austerity was first imposed suggests that the
conditions that distinguished Southern European austerity from that seen in Northern Europe,
such as the severity of its economic impact and the changes in political opportunity structure
that it produced, also led to variations in how strongly the programs were able to produce a
“rally around the flag” effect that was greater than what was seen in the Northern European

countries.

Debtors and creditors compared

Having shown both that there was an immediate and strong effect of austerity on exclusively
national identity, and that this effect was greater in the most heavily impacted countries, I lastly
move on to comparing the effects of the Greek austerity packages in both Germany and Greece.

The extreme polarization surrounding the Greek financial assistance programs in both Greece
and Germany (Wodak and Angouri 2014) makes this a “most-likely case” for finding similar
effects of austerity on national identity in both debtor and creditor countries. Finding that the
results are in fact statistically indistinguishable from one another across the two cases would
point to an increased salience of national identity, whether due to media framing or shared
perceptions of threat among the citizenry, as a credible causal mechanism connecting austerity
to changed perceptions of one’s own national self-identification.

Table 4 lets me confirm H/, as the effects of Greek austerity are statistically indistinguishable

in Greece and Germany, also in the period where the effects of Southern austerity were most
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Table 4: Comparison of period-specific ATTs for Greece and Germany. Both groups
assigned identical treatment periods. Bold Z score indicates statistical signifi-
cance at 95% level. Two-way clustered SEs.

T ocr Opg Z score

fo (8:82) (_00005 0.57
b gon oogy MO
b2 (8:(1)2) (8:82) 0.92
b+ (8:83) (8:82) 0.70
b oo oop M9
L. 005 000

(0.08) (0.07)

pronounced. This indicates that the increased salience of national identity, boosted both by the
sensationalist journalism of newspapers like the German tabloid Bild and Greek politicians’ EU
critical framing of the conflict, strengthened national identity also in a politically salient creditor
country. Figures A5 and A6 suggests that the variations are not driven by underlying differences
in the fit between the two treated countries and their synthetic control groups before treatment
was imposed. This suggests that not only austerity itself, but also culturally framed debates in
the wake of austerity programs, may alter perceptions of national identity even in the countries
that supported its iposition.

An important caveat to this conclusion is that the results are only statistically indistinguish-
able. The average effects, in line with the treatment effects seen across the two groups, align with
the argument that there is in fact something about having austerity imposed that will have a
particular impact on the national self-identification of those experiencing it: Although the coeffi-
cients for the first post-treatment period are statistically indistinguishable, the average treatment
effects seen in Greece are actually 11% percent higher than those seen in Germany. We find the
same for the other four post-treatment periods shown. Indeed, for all but two post-treatment
periods, the German average treatment effects are true null results.

This finding has two implications: First, notwithstanding the fact that the German and Greek
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treatment effects are statistically indistinguishable from one another, the substantive results
suggest that there is an effect on national identity of being exposed to austerity that is separate
from the effect of exposure only to stereotyped public discourses. In other words, even if there
is large uncertainty associated with the differences, there does seem to be an impact of austerity
on exclusively national self-identification that is nevertheless greater among those countries that
are directly impacted by austerity. An important reason may be austerity poses a “double
threat” to national identity: While the debates making identity salient may be sufficient to make
those otherwise amenable to identifying with their nested identities less likely to do so when
their distinct national identities are made salient, the tangible economic threat that the fiscal

retrenchment stemming from austerity is likely to compound the effects of this salience.

Limitations and robustness tests

There are several caveats to the preceding analysis. Maybe the most important is that both
Greece and Ireland have factor loadings making the more susceptible than the other treated
units to “model-based extrapolation”. In other words, because the factor loadings extracted for
the two countries are partial outliers, their counterfactual trajectories may be less likely than
those for the other treated countries to be based on comparisons to the observed values of similar
countries.

Reassuringly, tables A1 and A2 shows that excluding each country reduces the period-specific
treatment effects, but not to a magnitude that equates to a statistically significant effect. We
can thus be reasonably sure that the overall results are not substantially driven by model-based
imputation. This also strengthens confidence in the results of the Southern European results:
While the results from Greece are important for the sheer magnitude of the Southern European
austerity effect, especially in comparison to the overall effects, it does not appear to be the case
that the results I find are only an effect of Greek austerity.

A second concern has to do with spatial spillover: As the sovereign debt crisis was politicized
all over Europe, the results shown by figure 2 might stem from a broader politicization of austerity
that had similar effects in both austerity and non-austerity countries. To test whether this is
the case, I use a “spatial placebo test” (Foos and Bischof 2022). I replace the austerity countries

with randomly chosen non-treated countries and remove the actually treated countries from the
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data. The test (see figure A7 and table A3) mitigates concerns about potential spillover: In
contrast to the results of the original specification, the placebo results for the same periods
are both substantively close to zero and statistically insignificant. This strengthens my original
results and weakens potential objections that they only reflect a continent-wide simultaneous
politicization of identity that impacted austerity and non-austerity countries alike.

I also test whether not including Italy as a treated country unduly influences the results (Schraff
and Schimmelfennig 2019). Italy was never formally subjected to Troika austerity. However, a
letter that became public in late 2011 (Sensini 2011) essentially demanded similar policy changes
in exchange for the Italian government avoiding a formal conditionality program. I thus rely
on an alternative specification of the treatment variable that includes both the original treated
country-semesters and Italy. While it is not immediately straightforward to assign a treatment
period to countries without a formal austerity program, I define the treatment period as starting
in the last semester of 2011 (when Sensini (2011)’s article made the informal conditionality
program public) and the beginning of 2015, when migration replaced austerity as the main focal
point of public debate (Oana, Kriesi, and Altiparmakis 2024; Arrese 2018).

Figure A8 and table A4 shows that this change to the treatment specification does impact
the result. Unlike in the original specification, the effects from every post-treatment period
between t;1 and ¢, 5 are statistically significant and demonstrably larger than those of the original
specification. Comparing the two effects suggests that my original specification is a conservative
test of the effect that austerity has on strengthened national identity. The fact that including
the informal austerity imposed on Italy strengthens the original results furthermore suggests
that the linkage to international institutions, rather than the formal signing of programs, that

produce exclusive nationalism.

Summary and concluding discussion

This paper constitutes a novel methodological and empirical attempt to test what impact the
Troika’s conditionality programs had on people’s tendency to self-identity as not only national
citizens, but also Furopeans. Combining multiple imputation of more than 30 years’ worth
of data with quasi-experimental causal inference methods and a range of robustness tests that

strengthen the original results, I derive three key findings:
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The first empirical finding is that austerity does strengthen people’s tendency to identify only
with their nation-states. This suggests that austerity not only weakens the identification with the
institutions most clearly responsible for imposing them (Armingeon and Ceka 2014), but also with
people’s affective attachment to the political order that those institutions represent. However,
the effect seems to depend on how austerity is publicly framed: Nationalist identification seems
to increase more strongly in the immediate aftermath after the signing of a program, consistent
with framing of austerity in these periods being sharply critical of the EU (Mylonas 2012, 2014),
before later subsiding. This is consistent with the idea that politicization of the EU is episodic
(Kriesi 2016) and with how the framing of austerity became gradually more positive over time
in most countries.

Second, the effects of austerity on identity are more pronounced in the Southern European.
The greater severity and economic impact of austerity in these countries thus seems to have
exacerbated people’s willingness to no longer identify with Europe immediately after austerity
was imposed. This is in line with a large literature (Foster and Frieden 2021; Huddy 2001)
finding that the kind of threat that economic crises (among other things) constitute has an unique
potential to consolidate otherwise disparate individuals around different forms of social group
identities. However, another important reason may be the cultural framing of austerity in these
countries (Wodak and Angouri 2014). Additionally, the fact that austerity broke more sharply
with past policy in places like Greece compared to Ireland or Hungary could have exacerbated
the perception of threat in a way that made the effects on identity much more pronounced.

Lastly, by showing that the results are largely comparable between Greece and Germany, the
two states that in diametrically opposite ways were most heavily impacted by the fiscal assistance
programs and the fiscal conditionality they gave rise to, I also strengthen the case for salience
being the main mechanism connecting austerity and increasingly national identities. This is
important, because it suggests that narratives amplifying cultural distinctions in the aftermath
of such policies being imposed may lead to more nationalist self-identification both on the part
of those being exposed to austerity and those imposing it.

I thus show that austerity may not only increase populist voting because of the economic
deprivation that typically follows in its wake. Instead, it may also lead to a defensive nationalism
that primes voters to think in terms of “us” and “them”. This would in turn make them more

susceptible to elite rhetoric that exploits such nationalism for electoral gain. This point is also
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relevant to institutions that potentially consider fiscal conditionality to be an attractive policy
solution: Much as in Europe, populist elites in for instance Latin America have used the negative
economic and social impacts of austerity programs to paint the institutions implementing them
in a negative light (Clift and Robles 2021; Bansak, Bechtel, and Margalit 2021). My results offer
convincing empirical evidence that institutions such as the IMF, which are the principal actors
imposing austerity in a non-European context, must be sensitive to the long-run implications
that austerity can have on people’s affective attachment to broader identities beyond the nation-
state. Undermining such identities risks undermining also the trust in international institutions

that organizations such as the IMF and the World Bank rely on for its public legitimacy.
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Online Supporting Material

Table A1l: Comparison of period-specific ATTs for models that include and exclude
Greece. Both groups assigned identical treatment periods. Bold Z score
indicates statistical significance at 95% level. Two-way clustered SEs.
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Table A2: Comparison of period-specific AT'T's for models that include and exclude Ire-
land. Both groups assigned identical treatment periods. Bold Z score indi-
cates statistical significance at 95% level. Two-way clustered SEs.

T doverai ONo,p, Z score
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T 5 SE 25% 97.5%

0 0.00 0.02 -0.03 0.03
+1 0.00 0.03 -0.05 0.05
+2 001 0.03 -0.04 0.06
+3 0.02 0.03 -0.03 0.07
+4 0.00 0.02 -0.04 0.05
+5 -0.01 0.02 -0.06 0.04

Table A3: Period-specific ATTs for placebo countries. Randomly chosen placebo coun-
tries are Bulgaria, Finland, Slovakia, Sweden, Slovenia, Malta and Belgium.
ATT = —0.01,95%CT = [—0.06; 0.03]

T 9 SE 25% 97.5%

0 0.03 0.03 -0.02 0.08
+1 0.11 0.02 0.06 0.16
+2 0.11 0.03 0.06 0.16
+3 0.10 0.03 0.04 0.15
+4 0.10 0.03 0.04 0.15
+5 0.10 0.03 0.04 0.16

Table A4: Period-specific ATT's when including Italy as a treated country between 2011
and 2015. ATT = 0.07,95%CT = [0.02;0.12]
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Figure Al: Treatment status distributed across Eurobarometer semesters.



Parallel Trends: Actual vs. Synthetic Control (Pre—treatment)
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Figure A2: Test of parallel pre-treatment trends in full treatment group. Lines indi-
cate country-level fit between actual treated values and predicted counter-
factuals.
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Parallel Trends: Actual vs. Synthetic Control (Pre—treatment)
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Figure A3: Test of parallel trends in Southern austerity countries. Lines indicate
country-level fit between actual treated values and predicted counter-
factuals.
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Factor loadings
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Figure A4: Factor loadings averaged across imputations. Blue country codes represent
treated countries, while black represent control group countries.



Predicted identity in treated (DE) and synthetic control countries
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Figure A5: Test of parallel trends in Germany. Blue lines indicate predicted values of the
counterfactual trajectory of the treatment group, black line indicate observed
values of the treated countries.
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Figure A6: Test of parallel trends in Greece. Blue lines indicate predicted values of the
counterfactual trajectory of the treatment group, black line indicate observed
values of the treated countries.
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Figure A7: Period-specific ATTs of placebo test. ATT = —0.01,95%C1T = [—0.06;0.03]
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Figure A8: Period-specific ATTs of model including Italy as a treated country. ATT =
0.07,95%CT = [0.02;0.12]
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