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Section 1: Discussion of the selected critical decisions


This discussion should make clear our rational behind our choice of major issues to examine. We selected those decisions that indicate support for internal devaluation of the less competitive Eurozone countries or support for a tight fiscal policy that forces all countries onto a path of very prudent fiscal policy, largely irrespective of the economic situation in the country. We are confident that we selected all major Council decisions related to internal devaluation, not merely a sample of them.  This claim is supported by comparison of our data to the much more encompassing new dataset by Lehner and Wasserfallen (2016), which includes all decisions on austerity and substantively arrives at the same distribution as we do (see below). We also added a question measuring whether the Government supported an intergovernmental or a supranational model of austerity policies. This discussion naturally leads into a detailed discussion of our measures of state position related to these issues.

The sovereign debt crisis started at the end of 2009 and by spring of 2010 the fiscal situation in Greece became threatening to the stability of the Eurozone (Bermeo and Pontusson 2012). After initial opposition by some governments, Germany in particular, the European Council decided to rescue the Greek economy by simultaneously imposing sever austerity measures on Greece and providing it with financial transfers from the IMF and the European Central Bank. Those who opposed this financial package, which was in fact a bailout, asked for an even more stringent austerity policy and a stronger commitment to the treaties, which officially prohibit bailouts. 

After these emergency measures, the governments discussed medium-to-long term solutions for the crisis. Some administrations suggested Eurobonds, which would create a common interest rate for government bonds for all Euro-countries. Countries with high interest rates on their national debts – such as Greece, Portugal, Spain, and Italy – would experience much less fiscal constraint, since the Eurobond rates would have been considerably lower than the current interest rates on the government bonds of those countries. On the other hand, countries with good reputations in the international market, and correspondingly lower interest rates (Germany or the Netherlands for example), would incur higher costs for servicing their debts. The discussion of Eurobonds dragged on for some time and in the end the proposal was abandoned. This decision resulted in a continued policy of imposing tough austerity policies on countries that run high deficits and debts. The underlying idea was that only sound public finances could generate both stability in the Euro zone and enhance the long-term competitiveness of Eurozone countries. By implication, a strategy of moderate austerity that leaves more room for economic growth and would not prioritize fiscal adjustment over short-term growth, was defeated. 

In December of 2011, the European Council discussed the issue of stricter fiscal policy rules. In particular, governments agreed on a European Fiscal Compact, which imposes strict fiscal policy rules, the introduction of a ‘debt brake’ in national constitutions, and the obligation to reduce sovereign debt if it exceeds 60% of GDP. The treaty was signed in March of 2012. The German and French governments strongly supported the Fiscal Compact from the beginning, while the United Kingdom  was initially opposed. Entering into force on January 1, 2013, the Fiscal Compact codifies the austerity policy that the German government has attempted to impose on all EU-countries. Essentially, it moves fiscal decisions towards a self-executing set of rules and establishes a strong surveillance mechanism by which the European Commission may monitor affairs. However, the Commission is barred from any substantial definition of these rules. 

Finally, in December 2012 the European Commission proposed that the Eurozone gradually acquire the powers of a national government with a single treasury and the right to tax or issue commonly backed bonds under a Brussels blueprint to ensure the single currency's long-term survival. This plan failed in the European Council in December of 2012, which ultimately agreed on much more moderate reforms and time-lines for fiscal integration. This was once again in line with the view of the German government and many others that both insisted on tough austerity policies and did not wish to empower the European Commission to draft and implement its own European fiscal policy. 

The decision to bail out Greece can be understood as the result of a conflict between the austerity hard-liners and the austerity soft-liners, where the hard-liners relented due to the risk of a Eurozone collapse and where the hard-liners could ask for the toughest feasible austerity policy in return for their assent to violate the no-bailout rule. The rejection of Eurobonds was a victory for the countries that insisted on austerity and that were not willing to shoulder additional costs to support the less-competitive European countries. The acceptance of the Fiscal Pact corresponds to Germany's fiscal policy preferences, leaving the major decisions to the national governments (who jointly make decisions in the European Council). In contrast, the proposal by the Commission to take up the general fiscal goals of the austerity-friendly governments but try to shift power from the European Council to the European Commission failed. 
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Section 3: Questionnaire 
In February and March of 2010, the sovereign debt crisis began with Greece urgently needing money. A discussion began as to whether Greece should be bailed-out, even though EU treaties clearly prohibited a formal bail-out. One position was held by Germany, stating that there should be no bail-out. Other countries were more lenient. In the end, the EU Council decided in March 2010 to support Greece financially. What was the position of the government of your country right at the beginning of the debate? 
• In favour of a bail-out (clear position taken) 
• Against a bail out (clear position taken) 
• It took no strong position 
• I cannot remember 


In December 2010 the European Council started to discuss the issue of Euro-Bonds. Eurobonds are government bonds issued in Euros jointly by the 17 eurozone nations. They imply that indebted states could borrow new funds under better terms because they are supported by the ratings of the non-crisis states. At the same time, non-crisis states would run the risk of higher borrowing-costs. Eurobonds were strongly supported by the European Commission and the then governments of Italy and Greece. Germany was against it. Was the government of your country at the beginning of the debate 
• in favour of Eurobonds (clear position taken) 
• against Eurobonds (clear position taken)
 • it took no strong position 
• I cannot remember 

Eurobonds are still in the debate. Is the present government of your country 
• in favour of Eurobonds (clear position taken)
 	• against Eurobonds (clear position taken) 
• it takes no strong position 
• I do not know 

In December 2011, the European Council discussed the issue of stricter rules for fiscal policy. In particular, governments agreed upon a European Fiscal Compact, which implies strict rules for fiscal policy and the obligation to reduce sovereign debt if it exceeds 60% of GDP. The treaty was signed in March 2012. The German and French governments strongly supported the Fiscal Compact right from the beginning, while the UK was initially opposed. The Fiscal Compact entered into force on January 1, 2013. Was the government of your country, at the beginning of the debate, 
• in favor of the principals behind the Fiscal Compact (clear position taken) 
• against the principals behind the Fiscal Compact (clear position taken) 
• it took no strong position 
• I cannot remember 

In December 2012 the European Commission proposed that the Eurozone gradually acquire the powers of a national government with a single treasury and the right to tax or issue commonly backed bonds under a Brussels blueprint to ensure the single currencys long- term survival. This plan failed in the European Council in December 2012, which agreed on much more moderate reforms and time-line for fiscal integration. Was the government of your country, at the beginning of this debate and before the final decision, 
• in favor of the proposal by the Commission (clear position taken) 
• against the proposal by the Commission (clear position taken) 
• it took no strong position 
• I cannot remember 

Section 4: Bayesian analysis
We use Bayesian analysis because it is well defined in finite samples (Gill 2007; Jackman 2009; Western and Simon 1994). In other words, valid and proper posterior distributions (i.e. the results of a Bayesian analysis) may be produced regardless of sample size. The Bayesian model requires the specification of priors and the use of Markov chain Monte Carlo (MCMC) as an estimation strategy. This approach is not as commonly applied to data where observations are plentiful because it is often perceived as having two primary shortcomings: the need to specify priors and the fact that the convergence of the MCMC process cannot be taken for granted. We do not see these perceived shortcomings as problematic. First, we have specified all our priors as highly diffuse multivariate Gaussian distributions, to include very little additional information. Because the posterior results are a compromise between data and prior, specifying informed priors here risks allowing the prior to dominate the data and drive results. Because we wish to avoid “contaminating” our results through our priors and moving results towards our hypothesized effects, we hold the specification of low-information priors as important. Second, we have monitored the performance of the MCMC process carefully, using one million burn-in iterations and 10 million post- burn-in iterations for each model and have not been able to detect any indications of non-convergence or poor mixing. As such, we are satisfied both that the estimation strategy has worked properly and that the results are valid. 
The use of Bayesian models provides some advantages over non-Bayesian models. First and foremost, because Bayesian models produce proper posterior distributions instead of only point estimates, it is much easier to interpret model results probabilistically. For instance, it is simple to compute the proportion of the posterior density that falls to one side of zero or the other, and this proportion corresponds to the probability that the effect of the variable of interest is positive or negative. This quantity directly reflects a substantive question of interest: is the effect positive (negative) or not?  So, while posterior means and standard deviations provide the Bayesian analogies to point estimates and standard errors,1 and we present those as well, the probabilistic interpretation of results we also provide is much simpler and more intuitive that can be provided via maximum likelihood. As such, we see the use of Bayesian models not as a shortcoming, but as an advantage. 
Note: 
1. Note that this would be an exact equivalence if both the Bayesian model and a likelihood model (with the same likelihood function) were specified on infinitely large data. In smaller samples, this correspondence will be approximate rather than exact.

Section 5: Robustness Checks
Correlation Matrix Independent Variables  
The numbers correspond to 1 account balance, 2 exposure, 3 support for austerity and 4 fiscal position. The correlations are Pearson’s r. 

           [,1]       [,2]      [,3]       	[,4]
[1,]  1.0000000  0.2279925 -0.2994653 -0.5622407
[2,]  0.2279925  1.0000000  0.1324556 -0.1626129
[3,] -0.2994653  0.1324556  1.0000000 -0.1743791
[4,] -0.5622407 -0.1626129 -0.1743791  1.0000000





Sensitivity analysis

To ensure that our results are not driven by extreme observations, we conducted a basic leave-one-out test. Our plots, particularly Figure 2, suggest that Greece might depart enough from the trend line to have an undue influence on our results. To ensure that this is not the case, we dropped Greece from the dataset and re-ran the models for Table 2. As the following table makes clear, the coefficients change somewhat as would be expected, but the substantive conclusions at which we arrive based on the analysis do not.














Model 1:
	
	Mean
	SD
	Prob > 0
	Prob < 0

	(Intercept)
	-0.06
	2.27
	0.49
	0.51

	Support for austerity
	0.07
	0.04
	0.98
	0.02

	Current account balance
	0.22
	0.07
	1.00
	0.00

	Log(Exposure))
	-0.06
	0.17
	0.36
	0.64

	γ2
	0.75
	0.23
	1.00
	0.00

	γ3
	2.13
	0.27
	1.00
	0.00

	γ4
	2.81
	0.35
	1.00
	0.00

	γ5
	3.42
	0.36
	1.00
	0.00



Model 2:                                 
	
	Mean
	SD
	Prob > 0
	Prob < 0

	(Intercept)
	0.42
	2.27
	0.57
	0.43

	Support for austerity
	0.02
	0.03
	0.69
	0.31

	Fiscal position
	0.00
	0.00
	0.05
	0.95

	Log(Exposure)
	0.09
	0.16
	0.71
	0.29

	γ2
	0.93
	0.28
	1.00
	0.00

	γ3
	2.09
	0.28
	1.00 
	0.00

	γ4
	2.75
	0.29
	1.00
	0.00

	γ5
	3.27
	0.33
	1.00
	0.00



Model 3:
	
	Mean
	SD
	Prob > 0
	Prob < 0

	(Intercept)
	0.03
	2.30
	0.50
	0.50

	Support for austerity
	0.07
	0.04
	0.97
	0.03

	Current account balance
	0.22
	0.08
	1.00
	0.00

	Fiscal position
	0.00
	0.00
	0.45
	0.55

	Log(Exposure)
	-0.05
	0.17
	0.38
	0.62

	γ2
	0.88
	0.33
	1.00
	0.00

	γ3
	2.19
	0.31
	1.00
	0.00

	γ4
	2.87
	0.35
	1.00
	0.00

	γ5
	3.73
	0.42
	1.00
	0.00













