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The Protestant Fiscal Ethic:
Religious Confession and Euro Skepticism
iIn Germany

Adrian Chadi Matthias Krapf
September 2, 2015

Abstract

During the European sovereign debt crisis, most counthas an into fiscal
trouble had Catholic majorities, whereas countries withté€stant majorities were
able to avoid fiscal problems. We find that Christian-coretire members of the
German parliament from constituencies with higher shaf&atestants were more
likely to vote against a third bailout for Greece. Surveyadstiow that views on the
euro differ between German Protestants and Non-Protesshtiie individual level,
too. Among Protestants, concerns about the euro have, cethfzaNon-Protestants,
increased during the crisis, and significantly reduce thglijective wellbeing only.
We use the timing of survey interviews and news events in 20Zccount for the
endogeneity of euro concerns. Emphasis on moral hazarceamin Protestant
theology may, thus, still shape economic preferences.
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1 Introduction

Since the beginning of the sovereign debt crisis, Europdbaa divided along religious
lines. Many of the countries with huge fiscal problems havéh@a majorities, Greece
is Christian Orthodox. Among the countries that have beanglbetter, the Nether-
lands has a Calvinist Protestant tradition, Finland is etdih Protestant, only Austria is
mostly Catholic. Germany has traditionally been nearlynévsplit between Lutherans
and Catholics, which raises the question if Germans ardetivalong religious lines, tdb.

To illustrate that religious denomination may matter fomh@ermans view the euro
and support for countries with fiscal problems, we start @ithanalysis of the vote on a
third bailout for Greece in the German parliament on Aug@t2015. While this pro-
posal was supported by the German government, there watastibsopposition from
within Chancellor Angela Merkel’s own party Christian-samvative faction. In the end,
63 out of 311 CDU/CSU members of the the German parliamensjvé#tused to follow
Chancellor Merkel in supporting continued financial assise for Greece. We show that
voting against the third bailout was positively relatedte share of Protestants in an MP’s
constituency, and negatively to the share of Catholics iMBIs constituency. Does reli-
gious background shape economic beliefs among the gendsht ptoo? To investigate
the link between religion and attitudes towards the eurandguthe sovereign debt crisis
in more detail, we use different data from the 2011 wave ofGkeman household panel
SOEP.

A recent literature emphasizes the role of individual eigreres as determinants of
economic views, preferences, and characteristics suaskaaversion (Malmendier and
Nagel, 2011; Ehrmann and Tzamourani, 2012; Giuliano antéingpergo, 2014). But
also events that happened hundreds of years ago are oftemiteed across generations
and may affect the behavior and preferences of current ggoes (Guiso, Sapienza, and
Zingales, 2006, 2008; Nunn, 2009; Voigtlander and Voth,200ne important cultural
determinant of economic outcomes and preferences isorl{@uiso, Sapienza, and Zin-
gales, 2003; Barro and McCleary, 2005; lannaccone and Berg@8; Renneboog and
Spaenjers, 2012).

We contribute to this growing literature by presenting newdence on the economic
relevance of religion. We find that people’s beliefs regagdihe euro are connected to
their religious denominations. Protestants who showedapt&ism towards the euro in
2003 have changed their views during the euro crisis. Wetantiate our findings with
evidence on people’s subjective wellbeing. We use vanationedia coverage prior to the
time of the interview to show that subjective wellbeing ofr@an Protestants is reduced

The idea that religion, in particular cultural differendestween Protestants and Non-Protestants, might
play a role in the context of the euro crisis has been discussore in various media outlets (Ankenbrand,
2013, 2014; Bowlby, 2012; Priluck, 2015).



by exogenous news related to the euro crisis, whereas tHieeivej of Non-Protestants
remains largely unaffected.

Our results are in line with a vast literature documentingiséent cultural differences
between Protestants and other religious groups, includatfolics. Religious people of
all denominations are characterized by higher levels atti@ruber (2005) suggests that
this effect of religion on trust may be causal. Germany is afipular interest for us
because it has both Protestant and Catholic areas and becfiis role as a creditor
during the euro crisis. Cantoni (2015) finds no effect of tihetéstant Reformation on
economic growth in Germany. Traunmuller (2009, 2010) shibvat while religious peo-
ple in Germany generally are more socially active, Protgstare most engaged in their
civic communities’

It has long been known that Protestants were doing betteoacically than Catholics
until the early 20th century, not only across countries k&a sithin Germany and, more
narrowly, within Prussia. Weber (1904) coined the ‘Praestvork ethic’ hypothesis as
an explanation, according to which Protestants were ma-\warking than Catholics.
Becker and Woessmann (2009) provide evidence that litenateg were higher among
Protestants in 19th century Prussia. In contrast to CathoRrotestants were supposed
to be able to read the Bible, which fostered investments litman capital. Arrufiada
(2010) shows evidence that Protestants do not generalll nander than Catholics but
have different social values that facilitate economic\atgti La Porta, Lopez-de Silanes,
Shleifer, and Vishny (1997) find that trust is lower in Catb@ountries. We add to this
literature by showing that Protestantism’s emphasis orietite to rules and avoidance
of moral hazard problems may have played a role during the eisis.

To understand the background of the euro crisis, recallttteEuropean Monetary
Union required a harmonization of fiscal policies among tlemier states. During the
European sovereign debt crisis, substantial fiscal defcitsa sharp increase in inter-
est rates on sovereign bonds of a number of member statessitated readjustments of
both monetary and fiscal policy. The criteria of the Maahtritreaty, which should have
helped to avoid this situation, proved largely ineffectiv@hether to follow pre-defined
rules for monetary policies has been debated at least diecantroduction of the gold
standard (Kydland and Prescott, 1977; Fischer, 1990). &ewcentral bankers have tra-
ditionally been putting more emphasis on rules than cebaakers from other countries
(Berger and de Haan, 1999; Hayo and Hofmann, 2006). The Gefratiection for rules
may have helped them avoid getting into fiscal trouble in ttet filace®> Under specific

2Filistrucchi and Priifer (2013) find organizational diffeces between Protestant and Catholic hospitals in

Germany that are in line with the two denominations’ the@abfoundations.
3Germany’s economy was referred to as “the sick man of Euraptife turn of the millennium, and improved

significantly over the decade that followed (Dustmann,dfitrerger, Schonberg, and Spitz-Oener, 2014).
The German government deficit has exceeded the 3 percenedlloy the Maastricht Treaty between 2003
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assumptions, reputation building can help overcome proebleelated to commitment to
rules. However, as pointed out by Bulow and Rogoff (198%sthassumptions are not
likely to hold for loans to countries. Such lending must bpmarted by direct sanctions
available to creditors.

How should policy makers react to breaches of fiscal ruleg,vemat incentives will
these reactions set for the future? Will a government whes¢ @as relieved once be-
come more likely to accumulate debt in the future, believirag it will be relieved again?
Or will this make it harder for them to borrow in the first pl&-PButting aside effects on
the German economy and government budget, debt reductiggesed by, among oth-
ers, German politicians on other euro member states mayheped these states regain
access to bond markets (Born, Miller, and Pfeifer, 2015)t disterity may have the
potential to provoke social unrest (Ponticelli and Vothl 2)) and it may have been more
costly given that it occurred during a recession (AlesirabiBro, Favero, Giavazzi, and
Paradisi, 2015).

Religious denomination may shape how German voters beBawetioning fiscal
deficits will affect future behavior. Besides establishanink between the voting behav-
ior of Christian-conservative MPs on a third Greek bailaud &he religious composition
of their constituencies in this paper, we show that GermaneBtants differ from Non-
Protestants including Catholics in how they perceived thve &vould affect the economy
and their lives. Sections 2 and 3 describe our empiricalGaagr. Among others, we
use data form the German Socio-Economic Panel (SOEP) anoitekye fact that inter-
views for the SOEP’s 2011 wave were conducted over the cofisss/eral months during
which news about the euro crisis fluctuated substantially: 1®sults in Section 4 show
that Protestants, while they were less concerned aboututioetiean Non-Protestants in
2003, had become more concerned by 2011. Also, we find a uegatiisal effect of euro
concerns on subjective wellbeing among Protestants onhysektion 5, we provide an
explanation for these empirical results, according to Whicotestantism may be favor-
able to the belief that not sanctioning fiscal deficits maydosoral hazard. Section 6
concludes.

and 2006, and, again in 2010 and 2011. A failure of the Eunoggauncil to sanction Germany’s and
France’s breaches of the 3 percent criterion may have led to@ease in fiscal deficits in other euro
member states (Baskaran and Hessami, 2013). During thessisy however, markets considered German
debt a ‘safe haven, which led to a decrease in German botdkyie
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2 Data

2.1 Samples

We start with an analysis of self-collected data of votefieirtiling Christian-conservative
CDU and CSU parties on a third bailout for Greece in the Gerpahament, the Bun-
destag, on August 19, 2015. We complement these with datheoretigious composi-
tion of the MPs’ constituencies from the 2011 German cendiere are two ways to
get elected into the German parliament: either through @lgimmajority in an electoral
district, or through party tickets in the 16 federal stat€sie to variations in sizes of
population, the electoral districts do not coincide withr@any’s administrative districts,
for which the 2011 census provides shares of religious demtians. The electoral dis-
tricts’ names are, however, combinations of the names cddnenistrative districts they
are composed of. To merge both data sets, we use those aativesdistricts, which
appear first in the names of the electoral districts. For MRs were elected into the par-
liament on party tickets, we use the administrative distvidich their town of residence
is located in.

The literature on economic preferences and beliefs refieagly on data from social
surveys, such as the General Social Survey or the World YfBugvey. Our research
objectives require us to have information on both religidesomination and people’s
views on the euro currency, which limits the set of possilikraatives. In our empirical
analysis, we will first inspect people’s overall attitudegwevidence from the European
Values Survey (EVS). The main focus of our paper is then oa ftatm Europe’s largest
household panel SOEP, which allows for an investigatiorheflink between religious
affiliations and attitudes towards the euro in Germany leedord during the euro crisis.

The German Socio-Economic Panel (SOEP) is a representsivel survey of the
German population (Wagner, Frick, and Schupp, 2007; SOBP3)2 In principle, data
collection takes place throughout the whole year, with tiagonity of interviews taking
place between late winter and early summer of each year. TOEPSpplies a multi-
mode strategy, so that respondents can fill out survey questires on their own or can
be interviewed in person by an interviewer.

2.2 \Variables of interest

As the key prerequisite for our study on the role of religitme SOEP contains infor-
mation on people’s religious denomination in some of theuahiguestionnaires. For
the years 2003 and 2011, which we use in this study, thisnmdtion is availablé. We

4The exact question wording is: “Do you belong to a church digi@s community? If yes, are you
[Catholic, Protestant, etc.]” The procedure differs frdm bne in the EVS where people are first asked
a simple yes or no question for religion and can then skip gehabf options. In the EVS, the share of
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use 2003 because it was the last wave before the outbreale @utio crisis, in which
SOEP participants were asked about their views regardi@gtino. Previous research
on attitudes towards the euro currency focuses on the tintleeofiew currency’s intro-
duction (e.g. Luna-Arocas, Guzman, Quintanilla, and Raghaehr, 2001). The topic has
received less attention in subsequent years. After th&bueaf the euro crisis, however,
the SOEP re-integrated the question whether people arecwwabout the euro in 2011.

To capture attitudes, each annual SOEP questionnaireigsridarge block of ques-
tions that begins with: “What is your attitude towards thkdwing areas—are you con-
cerned about them?” Respondents can choose between tlegiblp@answers. “Very
concerned,” “Somewhat concerned,” and “Not concerned|&t &he list of topics in-
cludes various social and economic issues. During the tintleeceuro implementation,
and again in 2011, respondents were asked whether they wecerned about the “in-
troduction of the euro in place of the Deutsche mark.” In hméh the literature (e.g.
Goebel, Krekel, Tiefenbach, and Ziebarth, 2015), we usenanalgindicator for whether
respondents say they are “very concerned” to measure enpeits. Chadi (2015) uses
these responses from the 2011 wave to investigate whetbagstoncerns about the euro
matter for people’s overall satisfaction with life. Chatiosvs that euro skepticism is a
causal determinant of lower subjective wellbeing for a miiycof very concerned Ger-
man citizens and their relative unhappiness helps predigesjuent election results.

To measure subjective wellbeing, we use the answers to tastign “How satis-
fied are you with your life, all things considered?” The syrvespondents have the
choice between eleven answers on a scale ranging from 0 fledety dissatisfied”) to 10
(“completely satisfied”). For ease of interpretation thesiable is commonly interpreted
linearly in empirical research on wellbeing (see Ferreartfonell and Frijters, 2004).
Appendix Table A.2 shows detailed descriptive statisticfrotestants, Non-Protestants,
and Catholics as a subset of Non-Protestants separately.

Recent research shows adverse effects of the financial akdhgacrises on the happi-
ness of Americans (Deaton, 2012) and Europeans (MontagndlMoro, 2014). While,
for example, during the financial crisis of 2008/09, unergplent went up and incomes
went down, the German economy did relatively well duringebeo crisis in 2011 (Dust-
mann, Fitzenberger, Schonberg, and Spitz-Oener, 2014) eiifo crisis led to increased
uncertainty about future economic conditions and fiscaldiers towards Greece and Por-
tugal, but low interest rates and capital inflows from stiugpeconomies in the euro zone
helped the German economy recover from the financial cilisisontrast to the financial
crisis, the euro crisis had only a perceived rather than &amabadverse effect on the
German population at large.

respondents who refer to themselves as nondenominat®higihier, but still more than half of them report
a religious denomination.



2.3 Individual and regional control variables in the SOEP

Personal circumstances may affect both, whether somebqahesses concerns about
the euro, and subjective wellbeing. The SOEP data, in pdaticallows us to control
for a broad range of individual background characteristd include, among others,
measures of educational attainment, of housing qualitgec$onal income, and of occu-
pational as well as marital status. Descriptive statisbcshe EVS sample can be found
in Appendix Table A.1, whereas for the SOEP sample, they edoind in Table A.2.

Being concerned about the euro may be related the economdatise of the region
which respondents live in. We control for federal statesctvimay already help us get rid
of most of the bias due to differential regional distribusoof Protestants and Catholics
and of economic conditions within Germany. There may, h@xestill be variation within
federal states. We, therefore, complemented the SOEP watsunes of regional eco-
nomic conditions at a finer level of 96 different regionsThere are, essentially, two
channels through which the euro crisis may differentiaffgc different German regions.

On the one hand, exposure to risks related to a potentiabsigut of the euro zone
may vary across regions. To capture these risks, we comtroegional exports normal-
ized by number of employees and for regional GDP. On the didwed, the enduring crisis
in the struggling euro member countries has induced infldabor and capital into Ger-
many. Different regions may have been differentially a#eldy these inflows. We make
use of three stock variables (the share of foreigners inggmnal population, the local
unemploymentrate, and the regional unemployment rate grfiooeigners only) available
to use as proxies for migration and its impact on the locaheowy. Capital inflows are
most likely to have differential regional impacts througimstruction activity. To be sure,
we do not know if recent construction activity was due to stueents from foreigners.
But we use information on recently issued construction jisrand newly constructed
apartments relative to the number of population, as welhashare of newly constructed
apartments among all existing apartments in a region.

3 Identification

Religious denomination is, in the vast majority of all cas@sogenously determined by
the family into which one is born. The Peace of Augsburg inSLE%he most important
historical event that determined the distribution of Céittsoand Protestants in Germany

SWe have 96 regional identifiers for SOEP respondents. We alidhelude fixed effects for these regions
because there were no Protestants or Catholics in somaésedMe therefore merged the SOEP with data on
regional economic conditions for these 96 regions from Mi€AR data provided by the Federal Institute
for Research on Building, Urban Affairs and Spatial Devetept (Bundesinstitut fir Bau-, Stadt- und
Raumforschung BBSR).
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Figure 1:FREQUENCY OF THE TERM'EURO CRISIS IN MEDIA REPORTS IN2011.

until today. This religious peace treaty gave territormids the right to choose their
state’s official denomination, which then had to be adoptethk entire population liv-
ing in their domairf. Cantoni (2012) shows that distance to Wittenberg, wherdéut
taught, is a major determinant of the adoption of Protesamt The lords’ choice may
have been correlated with social attitudes in their temggy which might also have been
transmitted across generations, which would then callgoestion the causal primacy of
Protestantism. But even if this were the case, it would nbstantially affect the inter-
pretation of our results. We would then measure an effecubbfi@l traits of Protestants
that are reflected in Protestant theology, as we will disouSgction 5.

Concerns about the euro crisis, on the other hand, may beodugéneral sentiment
of dissatisfaction with life. However, the number of evergiated to the euro crisis, and
thus its media coverage, varied over the year 2011. To thenexb which the survey
respondents’ stated concerns about the euro were relatled tisning of media coverage
of the euro crisis, reverse causality is not likely an issive, therefore, make use of the
instrument ‘media coverage of the term euro crisis, whi@s\irst proposed and applied
in Chadi (2015). We argue that the decision to do the surveg epecific date is not
related to any political development at the time of the wiav. Appendix Table A.3
shows the shares of respondents of different denominaiticihe SOEP across different
months in 2017. The use of this instrument makes our paper part of an emelitgnature
that exploits interview dates as a source of exogenoustiariélVietcalfe, Powdthavee,
and Dolan, 2011; Goebel, Krekel, Tiefenbach, and Zieb2@5; Schller, 2012).

Daily-level data on media coverage of the euro crisis forysar 2011 was retrieved

6Spenkuch and Tillmann (2015) use the resulting religiousiéxs in 1555 to instrument for the regional
distribution of Catholics and Protestants in Germany in3L9hey examine the effects of religious denom-

ination on the results of the election that brought the Nezspower.
"To verify that Protestants were not disproportionatelysyed after news events, we regressed our measure

of news about the euro crisis on daily and weekly shares daeBtants in the survey. We did not find a
statistically significant correlation.




from LexisNexis Chadi (2015) contains more detailed information on theafseumber
of media citations of the term “euro crisisE(rokriseor Euro-Krisein German) as an
instrument. He shows that this instrument works best if @ked the aggregate number
of media reports mentioning the term euro crisis over the afaype interview plus the
preceding three days. Furthermore, the euro crisis undajgadually, and the use of the
term euro crisis in the media increased throughout the ysaran be seen in Figure 1.

Following Chadi (2015), we corrected the instrument forneedr trend for two rea-
sons. First, people probably got used to media coverageeoétino crisis, so that the
same event affected people differently at different pamtsme. Second, the more “euro
crisis” became an established term among media people,dheitrmay have been used
and referred to, independently of actual events and ecandevielopments. For our IV
analysis, we use data from the time between February 1 andshA@d, during which the
vast majority of SOEP interviews took place. We dropped &rinews that took place in
January and 66 interviews that took place between SeptesmideDecember and use this
seven-month period as our period of investigation. Theaarlines in Figure 1 indicate
the beginning and the end of our observation period.

Finally, interview mode may affect honesty of respondertigmvanswering questions
about both, dependent and explanatory variables. Resptsdee less likely to report
dissatisfaction with life in oral interviews Conti and Pegn(2011) and less likely to
report disapproval of politically sensitive issues likenmigration (Wagner and Schraepler,
2001; Janus, 2010). Chadi (2015) examines the questionaéysmode in our context
in more detail. In the following, we will focus on data from aklf-written interview
modes (and exclude oral interviews). We show results foutirestricted sample in the
Appendix®

4 Empirical results

4.1 CDU/CSU votes on a third bailout for Greece

On August 19, 2015, the German parliament, the Bundestaggd\an whether Germany
should support a third bailout for Greece. This third bailamas considered necessary
to recapitalize Greek banks and to keep Greece in the eue Zdre proposal was sup-
ported by the German government. After tensions with thelsgoavernment, opposition
from within Chancellor Angela Merkel’'s own party, the Chias-conservative CDU and

8For the survey dates, we rely on dates specified by the resptsan the survey forms. We exclude surveys,
during which interviewers were present all the time. Ch&@il6) uses an even stricter rule and excludes
all surveys during which interviewer and participant mepérson.
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Table 1:DESCRIPTIVE STATISTICSCSUVOTES ONGREECE ONAUGUST 19, 2015.

Region CSUMPs voted NO voted YESSProtestants Catholics
Franconia 18 8(44.4%)  7(38.9%) 35.7% 42.9%
Swabia & Old Bavaria 38 4(10.5%) 29(76.3%) 13.5% 60.4%
Bavaria 56 12(21.4%) 36(64.3%) 20.7% 54.7%

Notes:The numbers in the left-hand panel relate to the vote ond bailout for Greece,

August 19, 2015. Relative numbers do not add up to 100% besaunse MPs abstained
from the vote. The right-hand panel shows shares of Protisseand Catholics in the
population in the respective areas according to the 2014usen

its Bavarian sister party CSU, had increased prior to the ¥dfogether, the CDU and
the CSU form the majority in a grand coalition with the sociemocrat party, SPD. Ulti-
mately, 63 out of 311 CDU/CSU members of parliament (MPsg¢da@gainst the bailout.
We focus on the CDU/CSU for two reasons. First, because mest & all other parties
in the parliament voted in accordance with their partiesrahwere very few dissenters
outside the CDU/CSU faction. Second, the CDU and the CSUhsghlight Christian
values more than other parties in the German parliaffent.

Let us first take a look at the voting behavior of the MPs of thed3ian CSU. Bavaria
can be divided into Swabia and Old Bavaria (Schwaben andapdtin) on the one hand,
which have vast Catholic majorities, and Franconia (Frahka the other hand, which
has, traditionally, been half Catholic-half Protestanabl& 1 shows that, indeed, CSU
MPs from Franconia were more likely to vote against a thirdobé for Greece, and
less likely to vote in favor than CSU MPs form Swabia and Oldd@&. The table also
includes the relative shares of Protestants and Cathalitteei Franconian as well as the
Swabian and Old Bavarian populations, respectively, atiogrto the 2011 census. To
be sure, the simple averages we present may obscure a |[ddoohation, the correlation
between voting behavior of the CSU MPs and the religious asttipn of the populations
in the different parts of Bavaria they represent may, howea be spurious.

While the share of votes against the third bailout among the&aBan CSU MPs was in
line with the share of no votes among all CDU/CSU MPs, theatation between Protes-
tantism and voting ‘No’ is not everywhere as strong as in BavaBut, as our analysis
in the manner of Mian, Sufi, and Trebbi (2010) in Table 2 shdies correlation persists.
In a linear probability model, we regress a dummy indicabtovbting against the bailout

9For more details on this vote, which has received substattention in national and international media,

seee.ghttp://ww. bbc. com news/ wor | d- eur ope- 33975028.
10The CDU and CSU are the biggest conservative parties in Ggrma our context, it is noteworthy that

the CDU and CSU are the successors of parties called ZentndhB®P, which have represented the
Catholic minority in Germany until 1933. Nowadays, the j@&tlo not cater to one particular denomination
anymore.

10
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Table 2:LPM REGRESSION OF ALLCDU/CSUVOTES.

1) (2) 3) 4) )
Share Protestants in constituency 0.679***  1.045*** 0.878
(0.221) (0.296) (0.433)
Share Catholics in constituency -0.591***  -0.776*** -049
(0.169) (0.227) (0.292)
Female -0.100**  -0.089*  -0.105**  -0.099** -0.091**
(0.045) (0.045) (0.045) (0.045) (0.045)
Age/10 -0.213 -0.213 -0.171 -0.166 -0.191
(0.190) (0.189) (0.187) (0.187) (0.188)
(Age/10) squared 0.018 0.018 0.014 0.014 0.016
(0.018) (0.018) (0.018) (0.018) (0.018)
Elected directly 0.148*** (0.321***  (0.149*** 0.076 0.488**
(0.049) (0.096) (0.051) (0.049) (0.204)
Direct x Protestants -0.490* -0.734*
(0.290) (0.414)
Direct x Catholics 0.225 -0.233
(0.199) (0.256)
Federal state dummies yes yes yes yes yes
R? 0.155 0.162 0.158 0.160 0.169
Observations 311 311 311 311 311

Notes:Dependent variable is equal to one for MPs who voted agdiedthird bailout. Estimates
are from a linear probability model. Robust standard eraoesin parentheses. **$ < 0.01, **

p < 0.05,* p <0.1.



on the shares of people of different religious denominationthe MPs’ constituencies,
on a dummy indicator for whether the MP is a woman, on age ddioy 10 as well as
age divided by ten squared, and on dummies for the 16 fedataks Female MPs were
between 9 and 10 percent less likely to vote against theultailo

Column (1) shows that a ten-percentage point increase irslihee of Protestants
in a CDU/CSU MP’s constituency would have increased the ghoity of them voting
against the proposal by 6.8 percentage points, whereamnq8) shows that the share
of Catholics, on the other hand, decreases the probability GDU/CSU MP voting
against the bailout by 5.9 percentage points. We also finddihectly elected MPs are
significantly more likely to vote against the bailout than $Akho entered the Bundestag
on their party’s ticket. This is in line with previous reselaron deviant behavior in the
Bundestag by Sieberer (2010). In our case, the effect ofnigabeen directly elected
on dissent with one’s party is, however, mitigated by thersttd Protestants in one’s
constituency as shown in column (3).

The shares of Protestants and Catholics are naturallylatedebecause the sum of
the Protestant and Catholic shares is relatively stabtesadistricts within federal states.
Hence, districts with more Protestants will usually hawedeCatholics. In column (5),
we therefore include both denominations in our regressWihile the coefficient on the
share of Protestants decreases by about 16 percent andeffieieot on the share of
Catholics decreases by about 75 percent, the differeneeebatthe two coefficients re-
mains nearly unchanged compared to the coefficient on thre sh&rotestants in column
(2). This implies that the share of Protestants in an MP'stiturency is decisive, whereas
the negative effect of Catholics comes largely from theredé&wer Protestants in dis-
tricts with more Catholics.

4.2 Attitudes towards the euro among Protestants before anduring
the crisis

The 2008 European Values Study (EVS) allows for a compangasocial values among
religious groups in Germany. This survey was conducted ®82@t the beginning of
the Great Recession and, thus, about two years before tlop&an sovereign debt crisis
broke out. About half of the respondents said they were nfioess. These numbers
reflect a well-documented long-term decline in religiosityGermany, where church at-
tendance rates are lower than in the U.S. (lannaccone, ¥88eck, 2001). The EVS
contains a number of items that relate to how respondentk the European Union will
affect them, which allows us to link attitudes towards the.Eo religious denomination.
We also include a regression on how likely the respondemrtscaapprove of tax fraud,
as this is a question that has frequently been discussedrmd@emedia in relation to the
euro crisis.
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Table 3:EVS—ORDERED PROBIT ESTIMATES.

EU-related fears

1) (2) 3) (4) ©)
justify tax fraud loss soc secur loss nat cult own ctry paysss lof jobs
Protestant -0.233*** -0.013 -0.134** -0.071 0.033
(0.0712) (0.063) (0.064) (0.064) (0.065)
Muslim -0.182 0.040 -0.080 -0.100 -0.024
(0.223) (0.189) (0.151) (0.195) (0.227)
Other rel. -0.440** -0.179 -0.337** -0.184 -0.080
(0.180) (0.175) (0.168) (0.158) (0.159)
No rel. -0.346*** 0.161*** -0.329*** -0.004 0.107*
(0.064) (0.060) (0.061) (0.060) (0.060)
Controls yes yes yes yes yes
Pseudo-R2 0.019 0.008 0.007 0.006 0.011
Observations 2036 2002 2015 1991 2017

Notes:Robust standard errors are in parenthesesp*® 0.01, ** p < 0.05, * p < 0.1.

Table 3 presents estimates based on this sufvéhe table includes dummies for
whether respondents are Protestants, Muslims, belong ifteeedt religious denomina-
tion or none at all; Catholic denomination is the left-ousélene category. In line with
Arruiiada (2010), the Catholic baseline group is signifiganbre likely to view tax fraud
as morally justifiable than the other groups. As can be seeolimn (4), German Protes-
tants were not more likely than other religious groups taktihat their own country had
to pay for other EU members. Answers to the other questi@mssalggest that in 2008,
Protestants were not more or less critical of the Europeanrithan members of other
religious groups. In 2008, Protestants differed from Clts@nly in their views towards
tax fraud and in how they thought the European Union woulecfheir national culture.
At a first glance, Table 3 appears not to lend much supporetoghtral hypothesis of our
paper.

Table 4, however, shows that the opinion of Protestants hasged significantly as
the euro crisis unfolded. In 2003, when Germany still hadlite meeting the Maastricht
criteria itself, Protestants were actually less likely @épart concerns about the common
European currency. In 2011, this was different. Columnsa(i) (4) compare the exact
same individuals in these two years. In this restricted $entpere is no significant dif-
ference between Catholic and Protestants left in 2011. Ifook at the full samples in
columns (2) and (5), or at samples that include only respatisdeith religious denomi-
nation in columns (3) and (6), the picture becomes even gémorthe Protestant dummy
becomes statistically significant, again, but with the g positive sign compared to

Appendix A shows results for control variables in Table A.4.
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2003. In 2011, Protestants are, conditional on covariaigsding personal background
and regional economic conditions, even more critical ofébeo than Catholics. This
change in a typically rather stable economic belief raibesquestion if different views
on the euro among Protestants and Catholics differen@dilgcted subjective wellbeing,
too.

Table 5 shows results of regressions of subjective weltheim concerns about the
euro, on religious denomination, and on interaction teret&ben these variables. Across
all years and all samples, concerns about the euro are welgatorrelated with subjective
wellbeing. This is true for members of all different religgroups. In 2011, however,
this negative correlation suddenly becomes much stromgeng Protestants than among
members of all other religious groups. This is true both,eflaok at balanced sample of
individuals who responded to both surveys in 2003 and 201y, and if we include all
2011 respondents in the sample. All other religious groupsat differ from each other
in ways that are statistically significant, even though tbefficients are often as large as
those on the Protestant dummy.

The estimates in Table 5 do not necessarily reflect causatiaeships. It could be
that Protestants have become less happy between 2003 ahda2@fithat the increased
concerns about the euro are a mere reflection of their reciidgdctive well being. Using
the media coverage instrument outlined in Section 3, howeve will next show that
Protestants are actually more sensitive to news about tieecesis. We demonstrate that
concerns about the euro causally reduce the subjectiveeied of Protestants, but not
that of members of other religious denominatién.

4.3 The effect of euro concerns on subjective wellbeing

The upper panel of Table 6 shows reduced form estimates fomodel!® We regress

subjective wellbeing on the measure of media reports onuhe &isis during the days
before the interview, which we outlined in Section 3. We abeea significant negative
effect of our exogenous instrument on subjective wellb&ngng Protestants, but not
among Non-Protestants and among Catholics as a subsetbtherotestants. The ef-
fect among Protestants is strong enough to produce a s@mtifielationship between the
exogenous instrument and subjective wellbeing in the futhgle. We have now estab-
lished a link between the exogenous event media reportssoauito crisis and subjective
wellbeing among Protestants. But were those responderdsensubjective wellbeing

12The set of controls used in the regressions in this secticiidies measures of the Big Five personality
traits, which are often used in this literature to addresastification issues. In the following Section 4.3 we

will not include the Big Five personality traits. Our reslhowever, are robust to their inclusion.
3In contrast to Section 4.2, we now exclude all face-to-faterviews. Results for the full sample can be

found in Appendix Tables A.6 and A.7.
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Table 4:RELIGIOUS DENOMINATION AND EURO CONCERNS

1) 2 3) 4) ) (6)
Year: 2003 2003 2003 2011 2011 2011
Sample Balanced Full Only Balanced Full Only
restriction: with 2011 sample for  individuals| with 2003 sample for  individuals
2003 with 2011 with
denomination denomination
Protestant -0.032**  -0.034** -0.032** 0.004 0.023* 0.032**
(0.015) (0.013) (0.013) (0.016) (0.014) (0.014)
Other religion 0.002 -0.019 -0.027 0.001 0.028 0.030
(0.035) (0.032) (0.032) (0.033) (0.030) (0.031)
No denomination -0.025 -0.038** -0.006 0.023
(0.018) (0.015) (0.018) (0.015)
Observations 9,182 12,061 8,119 9,182 12,518 8,227
R? 0.088 0.082 0.100 0.096 0.096 0.109

Notes:Estimates are from a linear probability model. Dependenéaite is being very concerned about
the euro. Reference category for religious affiliation isholc. Set of controls includes variables for
gender, migration background (number of variables is 2¢, @), nationality (4), education (4), em-
ployment (6), retirement, income, house ownership, ha@usonditions (4), household composition
(3), family status (4), partnership, health status (3)entdife events (6), federal state (15), years in the
panel (26), and interview mode (5), as well as regional e (8). Also included are the Big Five
personality factors with a set of 10 binary variables forhagnd low extraversion, agreeableness, con-
scientiousness, neuroticism, and openness. Robust slagidiars are in parentheses. Survey weights
are used. SOEP data from 2003 respectively 2011 (with Big Figasures from 2009) are used. ***
p < 0.01,* p<0.05*p<0.1.
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Table 5:SUBJECTIVE WELLBEING AS DEPENDENT VARIABLE AND CONCERNED ABOUT THEEURO.

1) 2 3) 4) ) (6) (7) (8)

Year: 2003 2003 2003 2011 2011 2011 2011 2011
Sample restriction: Balanced with 2011 Balanced with 2003 aildample
Protestant 0.033 0.052 0.049| -0.012 0.065 0.061 -0.057 -0.055

(0.059) (0.062) (0.063) | (0.065) (0.067) (0.069) (0.056) (0.058)
Other religion -0.195 -0.195 -0.227| -0.218 -0.214 -0.265 -0.202 -0.254*

(0.166) (0.166) (0.185) | (0.160) (0.160) (0.170) (0.136) (0.146)
No denomination -0.133* -0.134* -0.135* -0.068 -0.067 -0.062 -0.121* -0.105

(0.071) (0.071) (0.073) | (0.075) (0.075) (0.078) (0.065) (0.069)
Concerned about -0.427**  -0.396*** -0.410** -0.374*** -0.261** -0.272** -0.210*** -0.193*
the euro (0.060) (0.072) (0.113) (0.066) (0.078) (0.122) (0.066) (0.101)
Protestant< -0.097 -0.083 -0.362***  -0.351**  -0.283** -0.301**
euro concerns (0.129) (0.156 (0.136) (0.167) (0.119) (0.142)
Other rel. x 0.144 0.274 0.268
euro concerns (0.279) (0.297) (0.249)
No conf. x 0.007 -0.025 -0.081
euro concerns (0.154) (0.162) (0.137)
Observations 9,182 9,182 9,182| 9,182 9,182 9,182 12,518 12,518
R? 0.232 0.232 0.232 0.241 0.243 0.243 0.226 0.226

Notes:Dependent variable is wellbeing on a 0 to 10 scale. Refereatagory for religious affiliation is Catholic. See Table
4 for the controls. Robust standard errors are in parersheservey weights are used. SOEP data from 2003 respectively
from 2011 (with Big Five measures from 2009) are used. p*% 0.01, ** p < 0.05, * p < 0.1.



Table 6:REDUCED FORM AND FIRST STAGE ESTIMATION RESULTS.

(1) (2) ®) (4)

Protestants Non-Protestants Catholics full sample

Reduced form estimates: subjective wellbeing and news

News -0.551** -0.124 -0.194 -0.309**
(0.233) (0.156) (0.197) (0.133)
Controls yes yes yes yes
Observations 2,071 4,365 1,705 6,436
R? 0.233 0.220 0.260 0.199
First stage: concerns about the euro and news
News 0.195*** 0.128*** 0.161** 0.155***
(0.056) (0.045) (0.067) (0.037)
Controls yes yes yes yes
Observations 2,071 4,365 1,705 6,436
R? 0.222 0.122 0.194 0.125
F-Test on instrument 12.096 8.207 5.725 17.496

Notes:Dependent variable in upper panel is wellbeing on a 0 to 1lé sBependent
variable in lower panel is being very concerned about the.gDontrol variables are
same as in Table 4, except for Big Five personality measuiash are not included.
Robust standard errors are in parentheses.p*s* 0.01, ** p < 0.05, * p < 0.1.

was reduced by these news actually concerned about thef thie joint currency, or was
something else going on?

The lower panel of Table 6 shows estimation results for tret-§tage regressions
of the IV procedure. We observe that media reports on the eus led to increased
concerns about the euro in all subgroups. The F-statigtiecnliumns (1) and (4) are
greater than 10 and, thus, in line with the rule of thumb foe endogenous regressor
(Staiger and Stock, 1997%). Despite significantly positive coefficients, the instrurnisn
weak for Non-Protestants and Catholics only.

Table 7 shows results for the second stage of our IV procedutree odd-numbered
columns along with corresponding OLS estimates of the efiteuro concerns on sub-
jective wellbeing. While, according to levels of significan Protestants did not stand out
as being different in the first stage, they are the only gréopwhich we can observe a
causal effect of euro concerns on subjective wellbeing.|&#rnong the Non-Protestants
and Catholics only, the IV estimates are negative and largeragnitude than the OLS

14Given the number of control variables, there may, howetiirps size distortions (Stock and Yogo, 2005).
We will, therefore, closely compare the estimates of the@sdstage with results of OLS regressions. For
the regression output for the full model with regressionfidcients for all control variables in column (4),
see Appendix Table A.5.
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Table 7:SECOND STAGE: SUBJECTIVE WELLBEING EXPLAINED BY INSTRUMENTED CONCERNS ABOUT THEEURO.

1) (2) 3 4) () (6) (7 8
Protestants Non-Protestants Catholics all denominations
\Y] OLS \Y] OLS \Y] OLS v OLS

No interviewer present

Euro concerns -2.827* -0.726%* -0.970 -0.343** -1.205 0.452** -1.997* -0.463***
(1.250)  (0.152) (1.220) (0.098) (1.223) (0.145)  (0.892) .08@)

Controls yes yes yes yes yes yes yes yes
Observations 2,071 2,071 4,365 4,365 1,705 1,705 6,436 66,43
R? 0.070 0.251 0.207 0.223 0.243 0.269 0.099 0.204

Notes: Dependent variable is wellbeing on a 0 to 10 scale. Contnohbbes are same as in Table 4, except
for Big Five personality measures, which are not includeabu’t standard errors are in parentheses. ***

p < 0.01,* p<0.05*p<0.1.



estimates, they are not statistically significihtn the combined sample of all denomi-
nations, we observe an effect that is negative and statiistisignificant. However, this
effect appears to be entirely driven by the Protestantsiirsannple.

Chadi (2015) emphasizes the importance of different surmeges. Respondents
may answer the potentially sensitive question if they arecemed about the euro more
honestly when no interviewer is present to record theirgasps. We, therefore, exclude
all observations for which an interviewer was present @ltttne. The remaining sample
consists primarily of surveys that were submitted by mathat were later picked up by
interviewers who were not present while respondents aresivitie surveys. Results in
Table A.6 show that the relationship between subjectivébselg and euro concerns on
the one hand, and frequency of the term ‘euro crisis’ in thvespeédeed, becomes weaker
but does not disappear if we include personal interviewsuR®in Table A.7 show that
the causal effect of news on the euro crisis becomes smialerinclude interviews with
interviewer presence but remains statistically signifieanhe 10% level.

If we look at the simple OLS estimates in columns (2), (4),d63 (8), we observe
a negative relationship between euro concerns and sulgeesllbeing among all differ-
ent subgroups. Our IV results, however, suggest causaitefeanong Protestants only.
Survey respondents of all religious denominations appebetmore likely to report that
they are concerned about the euro if they were less satisiibdife in the first place. But
among Protestants there are people who appear to actuatlytcenews about the euro
crisis.

In all subgroups, the IV coefficients are more negative then@LS coefficients,
reflecting the LATE property of IV estimation. Imbens and Aisg(1994) showed that IV
estimation measures causal effects only for ‘compliess,’ for individuals for whom the
instrumental variable affects the endogenous variableamay desired by the researcher.
Our compliers are those individuals who become more woafegt reading news about
the euro crisis. In this subset, the coefficient capturesont the negative correlation
between euro concerns and subjective wellbeing, but atsadyative news effects. The
magnitude of the coefficient for Protestants in column (1}28 corresponds to one
guarter of the entire scale from 0 to 10, and to 40 percenteétterage wellbeing among
Protestants of 6.89.

Why do news about the euro crisis reduce the subjective wialljof German Protes-
tants, whereas others, including Catholics, appear to lre nesilient towards such ad-
verse macro shocks? The following Section 5, will discuss history provides a likely

50ne might argue that, while Catholics are more likely torattehurch, Protestants may still be more able
to read and have more exposure to news (Glaeser and Sac@@@8g. Indeed, Protestants still have more
schooling on average than Catholics (0.3 years accordirmyitalata in Table A.2; 0.8 years according
to Becker and Woessmann, 2009). But illiteracy is virtualn-existent in Germany and we control for
educational outcomes.
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explanation for our findings.

5 Protestantism and moral hazard

The sacrament of confession is one seven Catholic sacranvemereby a believer con-
fesses his sins to a priest, expresses regret and is absth®dbvious to an economist
that confession allows for intertemporal substituttdiProtestants, on the other hand, be-
lieve they will be accountable for everything they did dgrtheir lives. In fact, the roots
for Protestantism were laid when Martin Luther protestediagf a sixteenth-century
practice of selling indulgencé$. Thus, we argue that moral hazard considerations are
more important to Protestants than to others, including&mis. To be sure, fewer people
nowadays self-identify as religious or are familiar witledfogical subtleties. Protestants
may have been more different from Catholics in the past thap are now® However,
differences in economic views and social values persigpahticular, our results corrob-
orate the notion that, in line with Lutheran teachings, &stents care more about rules.

In the modern German language, which has been shaped byrisuttaaslation of
the Bible, the word for deb&chuld-is the same as for guilt or blame. In line with the
view that Protestantism considers it a moral obligation &kenup for debt, Stulz and
Williamson (2003) find that predominantly Protestant coiestoffer more legal protec-
tion for creditors. Catholics, on the other hand, still agopmore likely to consider cred-
itors the immoral party in debt transactions, believing thiae can get rid of debt, like
guilt, through forgivenes¥ Stulz and Williamson (2003) trace this back to a Catholic
tradition, under which usury led to excommunication. Theyue that in particular the
Calvinist Reformation has played an essential role in theeld@ment towards making
interest a normal part of commerce. They find that interestilismore widely accepted
among Protestants than among Catholics.

18For a thorough economic analysis of the sacrament of capfessee Arrufiada (2009). In this paper and
in Arrufiada (2010), he pointed out that cultural differenbetween Protestants and Catholics are due
to different dealings with sin and guilt. In this context,tedhat the German word for denomination is

Konfession
YIndulgences are “remissions before God of the temporal ghumént due to sins whose

guilt has already been forgiven” according to the Catechiswh the Catholic Church:

http://www.vatican.va/archive/ENG0015/__P4G.HTM.
8In our data, 0.3 years of difference in years of schoolingveeh Protestants and Catholics persist (0.8

years in Becker and Woessmann, 2009), but Catholics do petaapo be poorer anymore. While Catholic
Bavarians only reluctantly joined the first German natiaiesin 1871 after being bailed out by the Prus-
sians (Ullrich, 1998), today Bavaria is among the more peosps regions in Germany and provides fiscal

transfers to other German states (Potrafke and Reischraams).
9Catholics maintain the Jewish tradition of ‘Jubilee’, wiley every 50 years debts are forgiven and special

absolution is given. That language can affect economic\iehhas also been shown by Chen (2013).
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The medieval church acted as a monopoly supplier of salvatibich in the late mid-
dle ages culminated in the widespread practice of saledioéefand sales of indulgences
(Ekelund, Hebert, and Tollison, 1989). Lutheran Protdstememerged in opposition to
sales of indulgences. Indeed, Luther’s 95 theses writtd®iry were a direct response to
a campaign by Dominican friar Johann Tetzel to collect mdioeyhe reconstruction of
St. Peter’s Basilica in Ron®@. Luther condemned sales of indulgences as fraud, arguing
that only God, and not the Pope could grant pardon (see Bommkand Ebeling, 1982, p.
261).

Martin Luther’s moral code, which emphasized universailq@ples, is best illustrated
by his conduct during the Diet of Worms in 1521. Confrontiragtilic Emperor Charles
V, Luther refused to recant his writings, allegedly sayirigiere | stand. | can do no
other.” Protestant ethics is based on uniform moral statsidwat apply to all individuals
and across time. Martin Luther was not willing to give up hispiples even under the
threat of criminal prosecution. Catholic priests, on tHeeothand, have traditionally been
trained to fine-tune moral standards following prescripgioevised by medieval theolo-
gists for different circumstances (Arrufiada, 2010). Sanhyl during the sovereign debt
crisis, European leaders have repeatedly had to decideherhit apply homogeneous
standards across countries. Bowlby (2012), among othenspares Angela Merkel's as-
sertion that there is no alternative to austerity to the eutfuote cited above. Crucially,
if these standards apply for all countries, they must nothmenged across time either.
Expectations that running unsustainable fiscal deficitsrwal be sanctioned may foster
moral hazard.

Uniform moral standards may have contributed to the highenemic prosperity of
Protestants. Our framework corroborates Stulz and William's (2003) explanation as to
why creditor protection is more developed in Protestanttoes. Beyond the purely eth-
ical dimension of the immorality of usury, creditor protect matters for the functioning
of financial markets. Legal institutions prevent moral idzand increase willingness to
lend money to other people.

We are not the first to relate the European Union and the eisis to Germany'’s cul-
tural history. Focusing on cross-country cultural diffeces, Guiso, Herrera, and Morelli
(2014) present a model, in which some political leaders terfdrgive violations of fis-
cal rules, while others prefer to punish them. They conchindé this cultural diversity
makes a fiscal union more desirable. Evidence from the Earofecial Survey supports
the view that Germans are generally more in favor of pungiirongdoers than Greeks
are. The authors also quote from a conversation with Thomasely Chairman of the
Economic and Financial Committee of the European Union. séfi@rgues that policy

20The slogan “As soon as a coin in the coffer rings, a soul fromygiory springs.” is often attributed to
Tetzel. According to Ekelund, Hebert, and Tollison (19&2les of offices accounted for nearly one sixth
of ordinary papal income during the pontificate of Leo X (181521).
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makers’ different approaches towards the euro crisis caxpkained by the religion that
is dominant in the country which they represent. Policy makem Protestant coun-
tries tend to think that sins can never be forgiven, wheradisypmakers from Catholic

countries tend to think that sins can always be forgivennhers repent. The Orthodox
religion, according to Wieser, is so loose that sinners moli even have to repent to be
forgiven.

Dullien and Gueérot (2012) link the focus on austerity anadgstability to the Ger-
man tradition of ‘ordoliberalism, which finds support assothe political spectrum in
Germany. Fratzscher (2014) traces the origins of Germdfextan for rules back to
Kantian philosophy, which stresses the importance of leitutions. Kantian philoso-
phy may, however, itself be a Protestant phenomenon. Ainglaet denomination con-
tinued to play a role. German integration into the Europeaiotyand into the European
Monetary Union were initiated by Catholic Rhinelanders KamhAdenauer and Helmut
Kohl.?! Angela Merkel, on the other hand, who has been German chansigice 2005, is
the daughter of a Protestant pastor from East Germany, \ib@ehim Gauck, Germany’s
president since 2012, is a former Protestant pastor frorh@&asnany himself (Bowlby,
2012).

Just like the general public, professional economists disagree on whether and
how to support struggling economies during the Europeagrsoyn debt crisis. German
economists published various signature lists supportiregpposing bailouts of struggling
economies during the European sovereign debt csis. early 2013, a group of aca-
demic economists was involved in the foundation of the malitparty Alternative ftr
Deutschland/AfD), which is critical of the euro. Even among professibeeonomists,
there may have been a connection between religious and etorEws?3

As an illustration, consider the Bible’s parable of the pgadison, in which a son re-
turns home after years during which he wasted a fortune hedeaived from his family.
The father welcomes the son and celebrates his return, wipséts his other son, who

2lpolitical scientists have observed before that Catholis&Hteen more supportive of European integration
than Protestants not only in Germany, and that this may béaekto ‘confessional culture’ (Vollaard, 2006;

Nelsen and Guth, 2003).
22See, for example, http://www.wiso.uni-hamburg.de/lucketps://berlinoeconomicus.diw.de/geldpolitik/

or http://www.faz.net/aktuell/wirtschaft/oekonomeufiraif-im-wortlaut-zur-europaeischen-bankenunion-

11815081.html.
23| line with our argument, Ankenbrand (2013, 2014) desarithe AfD as deeply rooted in Protestant tra-

ditions. In Ankenbrand (2013), he quotes economics profeBernd Lucke, who initiated thBlenum
der Okonomena list of signatures opposing support for struggling EMUnmber states, and later be-
came chairman of the AfD, as claiming that “economics [was]axmatter of faith” (Okonomie ist keine
Glaubensfrage). Even though, like most economists, heepte$imself as an objective expert, Lucke’s
economic preferences may, however, have been shaped bgreajal background and experiences. Chadi
(2015) examines the empirical link between unhappinessxgrearo-skeptics and AfD election results in
detail.
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has always worked hard and saved his money. The father agplat “[.. . ] it was appro-
priate to celebrate and be glad, for this, your brother, veagldand is alive again. He was
lost, and is found” (Luke 15:17-20). Catholics have tramhlly been more loyal towards
their families than towards governments and legal insting (Arrufiada, 2010). Like
the prodigal son’s father, German Catholics may be moretgriowards EMU member
states that ran unsustainable deficits in the past. Grogitydyetween German Catholics
and Catholics abroad may reinforce this solidarity (Luttn2€01).

6 Conclusion

The euro crisis has produced a ‘religious fault line’ (Bowll2012) between Catholic
countries on the one hand, and Protestant countries on fiee lband. Cultural differ-
ences between different religious denominations are algessxplanation for the euro
crisis, and may also have shaped how policy makers respdndedGermany has tra-
ditionally been half Protestant, half Catholic, which esmghe question if Catholics and
Protestants differ in how they responded to the euro criglimGermany, too. We show
that these attitudes, indeed, differ between Protestawt®an-Protestants, thus offering
a novel explanation for the great variation in policy makarsl the general population’s
responses to the euro crisis.

In this paper, we first demonstrate that religious denormnanatters for voting be-
havior in the context of the euro crisis. A higher share oft€stants in their constituen-
cies tended to increase the probability of a Christian-eoraive MP to vote against the
bailout. We then show that German Protestants continueve tidéferent social values
than German Catholics: Catholics are still more likely togider tax fraud, which was
frequently discussed in the media in relation to the eusiras morally justifiable. Ac-
cording to survey data from the German SOEP, Protestantsle®s concerned about the
fate of the joint currency than Non-Protestants in 2003,m@&ermany was still not able to
meet the Maastricht Treaty’s fiscal deficit criteria its@f 2011, however, when the cri-
sis was most severe, Protestants had become more conceameddn-Protestants. We,
furthermore, observe a negative association between emwems and subjective well-
being in the whole population. In 2011, however, this negsatissociation was stronger
among Protestants than among Non-Protestants.

To obtain causal estimates of the effect of euro concernsibjestive wellbeing, we
exploit exogenous variation in the timing of the intervieesducted for the SOEP in
2011. In the first-stage regressions, we find a positive [@iioa between news about the
euro crisis during the days prior to the interviews and ewnmacerns across all religious
denominations. Only among Protestants, however, is th®lation strong enough to
justify the use of our instrument. In the second stage, wedindgative causal effect of
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euro concerns on subjective wellbeing among Protestamtagbamong Non-protestants.
This effect among Protestants is statistically signifiGard of substantial magnitude.

Our findings are in line with Protestants being more seresiiowards moral hazard
considerations. Long-term persistence of attitudes iss,thot a thing of the past. Re-
ligious confession continues to shape our views of subjéatsghe euro, which, at first
glance, have little relation to religion. While our work doot offer a new approach on
how to address fiscal imbalances, it does, however, helpderstand sensitivities during
the euro crisis and suggests that such sensitivities magmatther contexts, too.
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Table A.1:EVS: DESCRIPTIVE STATISTICS.

Variable obs mean  std. dev. min max m|Prot mj|Cath
Protestant 2,075 0.270 0.444 0 1 1 0
Catholic 2,075 0.227 0.419 0 1 0 1
Muslim 2,075 0.013 0.113 0 1 0 0

other religion 2,075 0.024 0.152 0 1 0 0

no religion 2,075 0.466 0.499 0 1 0 0

EU: fear loss of social security 2,026 7.164 2.719 1 10 7.078.0477

EU: fear loss of national culture 2,039 5749 20912 1 10 5.978.330

EU: fear that own country pays 2,015 7.244 2574 1 10 7.204 557.3
EU: fear of job losses 2,040 7.854 2.452 1 10 7.868 7.775
justify tax fraud 2,060 1.966 1.628 1 10 1.930 2.209
university 2,075 0.120 0.326 0 1 0.105 0.096
apprenticeship, vocational education 2,075 0.573  0.495 0 10.601 0.601
other educational degree 2,075 0.189 0.392 0 1 0.173 0.187
compulsory or no education 2,075 0.111 0.314 0 1 0.116 0.113
age 2,051 49.734 16.584 18 92 51.863 49.884
female 2,075 0523 0.500 0 1 0.585 0.529

A Supplementary tables

Table A.1 shows descriptive statistics for the respondertte 2008 European Values Study, Table
A.4 shows supplementary outputs that compare Protestadt€atholics only, where Catholics
are the left-out baseline category.



Table A.2: SOEP—BTAILED DESCRIPTIVE STATISTICS.

2003 Protestants Non-Protestant Catholic
Subjective well-being 7.1030 6.8575 7.0951
Concerned about the euro 0.1874 0.2350 0.2314
Observations 4117 7943 3387
2011 Protestants Non-Protestant Catholic
Subjective well-being 6.8920 6.8204 6.9636
Concerned about the euro 0.2043 0.2130 0.2040
Female 0.5568 0.4931 0.5163
No migration background 0.9073 0.7948 0.7816
Direct migration background 0.0570 0.1373 0.1341
Indirect migration background 0.0356 0.0679 0.0843
Age 54.2969 51.0693 52.1545
Nationality: German 0.9831 0.8896 0.9014
Nationality: Turkish 0.0000 0.0298 0.0000
Nationality: Italian 0.0017 0.0200 0.0429
Nationality: Greek 0.0002 0.0043 0.0001
Nationality: others 0.0150 0.0563 0.0556
Education: primary 0.1449 0.1505 0.1769
Education: secondary 0.6560 0.6437 0.6449
Education: tertiary 0.1991 0.2059 0.1781
Education years 12.2390 12.1509 11.9573
Employment: full-time 0.3449 0.4340 0.4095
Employment: regular part-time 0.1150 0.1069 0.1243
Employment: Marginal, irregular part-t. 0.0525 0.0539 5349
Employment: other forms (e.g., retraining) 0.0188 0.0139 .0184
Employment: out of labor force 0.4688 0.3914 0.3973
Registered as unemployed 0.0364 0.0620 0.0311
Retired 0.0597 0.0581 0.0458
Self-employed 0.3588 0.2642 0.2902
Equalized real income 1738.9030 1749.1240 1786.2507
Owner of dwelling 0.5560 0.4649 0.5637
Dwelling: in good condition 0.6897 0.6938 0.7319
Dwelling: some renovation needed 0.2853 0.2799 0.2497
Dwelling: full renovation needed 0.0250 0.0263 0.0184
Living area 105.1393  98.0717 107.6911
Number of persons in household 2.3319 2.3510 2.4714
Person needing care in household 0.0477 0.0348 0.0454
No children in household 0.7877 0.7651 0.7540
Family status: married 0.5571 0.5541 0.5804



Family status: single

Family status: divorced

Family status: widowed

Family status: married but separated
Partnership

Doctor visits

Disability

Hospital stay

Recently married

Recently moved together with partner
Recently divorced

Recently separated from partner
Recently experienced death of partner
Recently had a child

Extraversion

Agreeableness

Conscientiousness

Neuroticism

Openness

Year in the panel

Oral interview with paper and pencil
Oral interview with computer assistance
Self-written with interviewer presence
Partly oral, partly self-written interview

Self-written without interviewer presence

Self-written and sent via mail
Day of the interview: Monday
Day of the interview: Tuesday
Day of the interview: Wednesday
Day of the interview: Thursday
Day of the interview: Friday
Day of the interview: Saturday
Day of the interview: Sunday
Interview month: February
Interview month: March
Interview month: April
Interview month: May
Interview month: June
Interview month: July
Interview month: August

Regional exports (1,000 EUR/employee)

0.2278
0.0846
0.1127
0.0179
0.7267
2.7289
0.1494
0.1419
0.0124
0.0192
0.0096
0.0136
0.0056
0.0201
4.7552
5.4669
5.8215
3.8936
4.3940
13.1116
0.1799
0.2816
0.0191
0.0315
0.1728
0.3151
0.1785
0.1658
0.2040
0.1706
0.1431
0.0999
0.0381
0.3502
0.3094
0.1512
0.0932
0.0510
0.0337
0.0113

113.6571

0.2465
0.1077
0.0689
0.0229
0.7420
2.4600
0.1432
0.1290
0.0111
0.0135
0.0060
0.0172
0.0037
0.0181
4.7149
5.4157
5.8319
3.8509
4.3506
13.6459
0.1958
0.2433
0.0246
0.0254
0.2036
0.3073
0.1865
0.1670
0.1917
0.1595
0.1370
0.1046
0.0537
0.3232
0.3317
0.1614
0.0861
0.0519
0.0334
0.0125

115.1877

0.2319
0.0790
0.0880
0.0207
0.7433
2.4518
0.1403
0.1231
0.0107
0.0139
0.0052
0.0159
0.0046
0.0152
4.6809
5.4878
5.8517
3.8673
4.2995
13.5415
0.2046
@25
802
.0P22
.2186
0.2849
0.1726
0.1746
0.1761
0.1711
0.1359
0.1168
0.0529
0.3139
0.3127
0.1685
0.0961
0.0568
0.0407
0.0113
19.3249



Regional GDP (1,000 EUR/pop) 31.7085 31.3792 33.4781
Reg: constr. permits new apartments (per 1,000 pop) 2.2903 .4542 2.7450
Reg: new apartments (per 1,000 existing apartments) 3.7985 4.0528 4.6988
Reg: newly constructed apartments (per 1,000 pop)  1.8462 9733. 2.2341
Regional share foreigners in percent 8.9079 8.8118 9.8756
Regional unemployment rate in percent 7.1132 7.3610 5.8387
Regional unemployment rate foreigners in percent 8.1472 8847. 7.0469
Observations 4,272 8,246 3,426




Table A.3:MONTHLY DISTRIBUTION OF RELIGIOUS DENOMINATION.

Protestants Non-Protestant Catholic Obs

Interview month: February 0.3612 0.6388 0.2607 4169
Interview month: March 0.321 0.679 0.2671 4140
Interview month: April 0.3102 0.6898 0.3 1970
Interview month: May 0.3918 0.6082 0.2952 1118
Interview month: June 0.3254 0.6746 0.2938 633
Interview month: July 0.3835 0.6165 0.2784 352
Interview month: August 0.3456 0.6544 0.2059 136




Table A.4:ORDERED PROBIT ESTIMATES.

EU-related fears

1) ) 3) 4) 5)
justify tax fraud loss soc secur loss nat cult own ctry paysss laf jobs
protestant -0.233*** -0.013 -0.134** -0.071 0.033
(0.0712) (0.063) (0.064) (0.064) (0.065)
muslim -0.182 0.040 -0.080 -0.100 -0.024
(0.223) (0.189) (0.151) (0.195) (0.227)
other rel. -0.440** -0.179 -0.337** -0.184 -0.080
(0.180) (0.175) (0.168) (0.158) (0.159)
no rel. -0.346*** 0.161*** -0.329*** -0.004 0.107*
(0.064) (0.060) (0.061) (0.060) (0.060)
university -0.102 -0.369*** -0.350%*** -0.298*** -0.220**
(0.111) (0.102) (0.095) (0.093) (0.100)
apprenticeship -0.070 0.119 -0.024 0.176** 0.277%**
(0.088) (0.078) (0.075) (0.078) (0.080)
other educ -0.008 -0.048 -0.160* -0.042 0.015
(0.103) (0.089) (0.086) (0.091) (0.091)
age/10 -0.125%** 0.016 0.017 0.030** -0.057***
(0.016) (0.015) (0.014) (0.015) (0.016)
female -0.205 0.103** -0.042 -0.015 0.057
(0.053) (0.047) (0.046) (0.047) (0.048)
pseudo-R2 0.019 0.008 0.007 0.006 0.011
observations 2036 2002 2015 1991 2017

Notes:Robust standard errors are in parenthesesp*® 0.01, ** p < 0.05, * p < 0.1.
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Table A.5;: FULL OUTPUT FIRST STAGE.

Variable Coefficient Std. Err.
News 0.155***  (0.037)
Female -0.034**  (0.016)
Direct migration background -0.084**  (0.035)
Indirect migration background -0.001 (0.034)
Age 0.025 (0.015)
Age squared -0.000 (0.000)
Age cube 0.000 (0.000)
German nationality 0.016 (0.051)
Turkish nationality -0.017 (0.090)
Italian nationality -0.072 (0.112)
Greek nationality 0.241 (0.162)
Secondary education 0.029 (0.034)
Tertiary education 0.068 (0.044)
Education years -0.127**  (0.035)
Education years squared 0.003***  (0.001)
Full-time employment 0.102**  (0.049)
Regular part-time employment 0.103**  (0.051)
Marginal, irregular part-time employment 0.103**  (0.053)
Out of labor force 0.083* (0.045)
Registered as unemployed 0.009 (0.045)
Self-employed 0.015 (0.030)
Retired 0.029 (0.038)
Log equalized real income -0.108***  (0.020)
Owner of dwelling -0.042**  (0.020)
Dwelling needs some renovation -0.005 (0.016)
Dwelling needs full renovation -0.030 (0.048)
Living area 0.001**  (0.001)
Living area squared -0.000*  (0.000)
Number of persons in household 0.011 (0.010)
Person needing care in household -0.080**  (0.038)
No children in household 0.055**  (0.023)
Married -0.010 (0.028)
Divorced 0.043 (0.037)
Widowed 0.043 (0.052)
Separated -0.107**  (0.048)
Partnership 0.031 (0.025)
Number of doctor visits 0.005**  (0.002)
Disability 0.043* (0.026)

Vil



Hospital stay 0.003 (0.025)

Recently married 0.056 (0.060)
Recently moved together with partner -0.032 (0.049)
Recently divorced 0.140 (0.088)
Recently separated from partner 0.111* (0.056)
Recently experienced death of partner 0.183 (0.180)
Recently had a child -0.058 (0.045)
Regional exports 0.000 (0.000)
Regional GDP 0.002 (0.002)
Regional constr. permits new apartments -0.009 (0.029)
Regional share new apartments 0.034 (0.041)
Regional newly constructed apartments -0.084 (0.092)
Regional share foreigners in percent -0.005 (0.005)
Regional unemployment rate in percent 0.020**  (0.009)
Regional unemployment rate foreigners % -0.000 (0.001)
Self-written questionnaire and sent via mail 0.022 (0.029)
Partly oral, partly self-written interview -0.057 (0.035)
Self-written without interviewer presence 0.018 (0.028)
Protestant 0.025 (0.020)
Other religion 0.021 (0.045)
No denomination -0.006 (0.021)
Federal state dummies yes

Years in panel dummies yes
Observations 6,436

R? 0.125

Notes: Dependent variable is being very concerned about the ewrn. F
ther controls includes variables for federal state (15)yaat in the panel
(26). Robust standard errors are in parentheses. Survghiseire used.
SOEP data from 2011 and LexisNexis data are used.p*2 0.01, **

p < 0.05*p<0.1.
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Table A.6:REDUCED FORM AND FIRST STAGE—FULL SAMPLE.

(1) (@) ®) (4)

Protestants Non-Protestants Catholics full sample

Reduced form estimates: subjective wellbeing and news

News -0.311* 0.099 0.045 -0.050
(0.166) (0.1112) (0.153) (0.095)
Controls yes yes yes yes
Observations 4,272 8,246 3,426 12,518
R? 0.206 0.195 0.205 0.183
First stage: concerns about the euro and news
News 0.151*** 0.079** 0.091* 0.106***
(0.040) (0.032) (0.049) (0.026)
Controls yes yes yes yes
Observations 4,272 8,246 3,426 12,518
R? 0.148 0.077 0.119 0.081
F-Test on instrument 13.982 5.959 3.412 16.542

Notes: Dependent variable in upper panel is life satisfaction ort@ 10 scale. De-
pendent variable in lower panel is being very concerned atimieuro. Control
variables are same as in Table 4, except for Big Five perspmatasures, which are
not included. Robust standard errors are in parenthes&s £ 0.01, ** p < 0.05,
*p<O0.1.



Table A.7:SECOND STAGE—FULL SAMPLE.

1) 2 3 4) () (6) (7) (8)
Protestants Non-Protestants Catholics all denominations
\Y] OLS v OLS \Y] OLS v oLS

All survey methods

Euro concerns -2.061* -0.490%* 1.256 -0.267** 0.492 -82** -0.476  -0.343**
(1.099) (0.101) (1.538) (0.066) (1.717) (0.100) (0.889) .0%7)

Controls yes yes yes yes yes yes yes yes
Observations 4,272 4,272 8,246 8,246 3,426 3,426 12,518 5182,
R? 0.106 0.216 0.081 0.198 0.179 0.209 0.187 0.188

Notes: Dependent variable is life satisfaction on a 0 to 10 scalent®@bvariables are same as in Table 4,
except for Big Five personality measures, which are nouithetl. Robust standard errors are in parentheses.
o p < 0.01,* p<0.05*p<0.1.



Table A.8: FuLL OUTPUT SECOND STAGE.

Variable Coefficient Std. Err.
Concerned about the euro -1.997*  (0.892)
Female -0.026 (0.077)
Direct migration background -0.092 (0.188)
Indirect migration background 0.119 (0.137)
Age -0.028 (0.069)
Age squared -0.000 (0.001)
Age cube 0.000 (0.000)
German nationality 0.005 (0.259)
Turkish nationality 0.420 (0.425)
Italian nationality 0.124 (0.467)
Greek nationality 2.201* (1.140)
Secondary education 0.077 (0.133)
Tertiary education 0.446**  (0.194)
Education years 0.020 (0.179)
Education years squared -0.003 (0.006)
Full-time employment -0.043 (0.248)
Regular part-time employment 0.148 (0.261)
Marginal, irregular part-time employment -0.051 (0.272)
Out of labor force 0.115 (0.260)
Registered as unemployed -0.728**  (0.205)
Self-employed 0.081 (0.125)
Retired 0.172 (0.180)
Log equalized real income 0.328**  (0.137)
Owner of dwelling -0.095 (0.092)
Dwelling needs some renovation -0.434***  (0.071)
Dwelling needs full renovation -0.809***  (0.222)
Living area 0.005 (0.003)
Living area squared -0.000 (0.000)
Number of persons in household 0.046 (0.042)
Person needing care in household -0.792**  (0.191)
No children in household 0.231* (0.120)
Married 0.178 (0.121)
Divorced 0.186 (0.171)
Widowed 0.505**  (0.220)
Separated 0.286 (0.263)
Partnership 0.613***  (0.113)
Number of doctor visits -0.061*** (0.010)
Disability -0.105 (0.117)
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Hospital stay -0.253**  (0.112)

Recently married -0.207 (0.325)
Recently moved together with partner -0.006 (0.192)
Recently divorced 0.767*  (0.370)
Recently separated from partner -0.115 (0.284)
Recently experienced death of partner -2.067**  (1.013)
Recently had a child 0.560***  (0.177)
Regional exports 0.000 (0.001)
Regional GDP 0.008 (0.010)
Regional constr. permits new apartments -0.037 (0.125)
Regional share new apartments -0.262 (0.185)
Regional newly constructed apartments 0.709* (0.455)
Regional share foreigners in percent -0.039* (0.022)
Regional unemployment rate in percent 0.074* (0.044)
Regional unemployment rate foreigners % 0.003 (0.003)
Self-written questionnaire and sent via mail -0.052 (0)128
Partly oral, partly self-written interview 0.086 (0.164)
Self-written without interviewer presence -0.071 (0.123)
Protestant -0.102 (0.089)
Other religion -0.542**  (0.231)
No denomination -0.193*  (0.097)
Federal state dummies yes

Years in panel dummies yes
Observations 6,436

R? 0.099

Notes: Dependent variable is life satisfaction on a 0 to 10 scalethEu
controls includes variables for federal state (15) and yethre panel (26).
Robust standard errors are in parentheses. Survey weighised. SOEP
data from 2011 antdexisNexidata are used. **% < 0.01, ** p < 0.05,
*p<0.1.
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