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Abstract: What explains business views regarding policy preferences in the

Eurozone crisis? Although recent literature examines the impact of the crisis on

citizen views, few studies examine business preferences towards adjustment poli-

cies. We present unique data from a new representative survey of 500 high-level

firm representatives from Spain to test theories about such preferences, in partic-

ular views about the euro, fiscal austerity, and wage devaluation, as well as plau-

sible mechanisms for such preferences. We test three broad families of theories to

explain such preferences, focusing on the role of structural firm characteristics,

economic hardship, and political leanings of firm managers. We find that first,

there is a strong conservative position regarding all of these policies. Second, we

find that contra conventional approaches to explaining preferences, for the domes-

tic policies (but not for euro views), the political leanings of firms matter much

more than baseline structural characteristics. Third, we find that surprisingly eco-

nomic hardship does not cause firms to demand more left-wing policies, as it

*Corresponding author: Alexander Kuo, Associate Professor at DPIR and Tutorial Fellow at Christ
Church, Department of Politics and International Relations, Manor Road Building, University of
Oxford, Oxford OX1 3UQ, United Kingdom, Tel.: (+44) 1865 278700, email: alexander.kuo@poli-
tics.ox.ac.uk
José Fernández Albertos, Permanent Research Fellow, Instituto de Políticas y Bienes Públicos
Consejo Superior de Investigaciones Científicas (CSIC), Albasanz, 26-28, Madrid 28037,
Tel.: (+34) 916022356, email: j.f.albertos@csic.es

We thank Silvia Bravo and the staff atMetroscopia for their assistance. This article has benefited from

audience feedback at Columbia University, Colorado European Union Center of Excellence at the

University of Colorado Boulder, Cornell University, Georgetown University, the Hertie School of

Government in Berlin, Juan March Institute in Madrid, London School of Economics and Political

Science, Munk School of Global Affairs at the University of Toronto, Rochester University, the

University of Zurich, the International Political Economy Society meetings (IPES), European

Political Science Association, Council for European Studies, and American Political Science

Association. We thank William Clark, Aina Gallego, Xian Huang, Joseph Jupille, Pedro Magalhães,

YotamMargalit, Ioannis Vassiliadis, and StefanieWalter for comments on earlier versions or sections

of the article, and the three anonymous reviewers and the editors for their helpful suggestions.

The authors disclosed receipt of the following financial support for the research, authorship, and/

or publication of this article: We thank the Spanish Ministry for the Economy and Competitiveness

(Project CSO2013-48451-R), the Cornell Institute for Social Sciences, the Mario Einaudi Center for

International Studies at Cornell University, and the Cornell Institute for European Studies for finan-

cial support.

Business and Politics 2018; 20(2): 165–207

© V.K. Aggarwal 2018 and published under exclusive license to Cambridge University Press

https://doi.org/10.1017/bap.2017.35 Published online by Cambridge University Press

mailto:alexander.kuo@politics.ox.ac.uk
mailto:alexander.kuo@politics.ox.ac.uk
mailto:j.f.albertos@csic.es
https://doi.org/10.1017/bap.2017.35


might for voters; in fact, firms that have suffered are likely to be more skeptical of

such measures. These findings indicate the need to better measure political orien-

tations of firm respondents and suggest that this is a larger division among firms

than previously recognized.

Keywords: eurozone crisis, business, austerity

doi:10.1017/bap.2017.35

Introduction

What are business preferences over different public policies regarding the current

Eurozone economic crisis?What factors best explain variation in such preferences?

To what extent can structural characteristics of firms account for such preferences,

as opposed to the economic suffering of firms or even the political leanings of busi-

ness leadership? The European recession, the worst in the continent since the

Great Depression, has already produced a wealth of research seeking to explain

either cross-national variation in policy responses or variation in voter preferences

about parties and policies.1 In this paper we focus on a greatly underemphasized

question by examining the policy preferences of key economic actors—firm man-

agers and owners—regarding the crisis. Understanding such business preferences

provides an important theoretical and empirical contribution, as business activity

and confidence are determinants of future European growth.2 Further, measuring

such preferences in a time of crisis allows one to test the portability of political eco-

nomic models that assume “normal” times, to more difficult economic circum-

stances. Despite the longstanding belief that firms’ preferences matter for policy

outcomes, we lack high quality data on such preferences and basic tests of their

correlates. We address this lacuna with an original survey of a representative

sample of firm managers and owners from a country that was especially hard hit

by the ongoing crisis: Spain. This dataset allows us to test competing theories of

firm preferences for an array of economic crisis response policies, in particular

contrasting the views and correlates of fiscal and labor policies versus currency-

based adjustments. The paper provides one of the few large-scale systematic anal-

yses of such policy preferences of firms during the height of the crisis, from the

perspective of an economically important country that suffered the effects of the

crisis for nearly one decade.

1 Bermeo and Pontusson (2012); Bermeo and Bartels (2014); Kahler and Lake (2013); Pontusson

and Raess (2012).

2 Claeys et al. (2014).
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We measure preferences over several key policies that have been debated as

responses to the crisis, and test different sets of theories aimed at explaining var-

iation in those preferences. We examine support for commitment to the euro as a

currency, fiscal austerity, and internal devaluation (nominal price andwage reduc-

tions). In terms of competing explanations, we test three broad categories of var-

iables: structural factors of firms, crisis experience (in particular specific concerns

about the crisis and the degree of economic suffering), and finally, the political

leanings of firm managers. Where possible, we also test relevant mechanisms

that relate these variables to policy preferences.

Some of our results contrast with conventional wisdom about the structural

determinants of business’ policy preferences. First, based on the descriptive statis-

tics, we note that there is broad support among firms for the euro and for Spain

staying in the Eurozone, that firmmanagers generally believe recent austerity pol-

icies are necessary to end the crisis, and that they prefer deflationary policies such

as wage cuts. This indicates an overall preference for a strong “conservative” policy

package in response to the ongoing recession. Second, in contrast to purely struc-

tural models of firm preferences that disregard the political preferences of firm

managers, we find that the political orientation of the firm representative

matters more for contentious domestic policy preferences than other firm-level

covariates, but less so regarding the euro. In fact, many baseline structural features

of firms such as size or sector do not correlate in anticipated directions with policy

preferences.

In terms of the three policies we study, regarding currency preferences, we find

that the key structural variable of export orientationmatters inmore nuancedways

than the most basic models of international political economy predict, as export-

oriented firms are more opposed to a potential Eurozone exit. This opposition

among export-oriented firms is more driven by prospective concerns about a

euro exit as opposed to retrospective evaluations of the euro. The evidence sug-

gests that these internationalized firms support the euro for reasons beyond deval-

uation concerns, consistent with other, subtler theoretical models of currency

preferences. By contrast, crisis incidence and political orientation matter little

for euro views.

Regarding austerity and devaluation, we find that the political orientation of

firm managers is substantively more important than most relevant structural

aspects of the firm. This political orientation also matters for mechanisms for

why firms support austerity and devaluation. Further, firms that have suffered sub-

stantially during the crisis do not have significantly different preferences from

other firms regarding support for the austerity, but do support internal devalua-

tion. These findings pose a challenge to conventional theories of firm preferences
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that draw only on structural factors, and highlight greater relevance of political

leanings of the firm decision-makers themselves.

The paper proceeds as follows. Section one gives an overview of the relevant

literature on the crisis in Spain and the motivation for surveying firms. Section two

describes the outcomes of interest and theoretical perspectives. Section three

describes the dataset. Section four provides descriptive statistics and results.

Section five concludes.

Section 1. Overview and relevant literature

We first provide an overview of the economic crisis in Europe and then turn to

summaries of extant literatures that motivate our design and hypotheses.

Background on the Eurozone crisis and the Spanish recession

Spain is a particularly relevant case to examine regarding business preferences

related to the crisis, because of the depth and duration of the economic recession,

as well its economic importance to the viability of the Eurozone.3 The immediate

causes and events leading to an asset bubble, Eurozone crisis, andmajor recession

in Spain in late 2008, as well as the grim economic statistics over the last decade,

have been well documented. At the peak of a real estate bubble heavily dependent

on access to foreign finance, the freezing of international markets in 2007 and 2008

took the form of a “sudden stop” for Spain, and quickly led to a rapid fall of asset

and housing prices and corresponding dramatic economic contraction. Between

2007 and 2013, real Spanish GDP per capita fell by more than 10 percent, and

the unemployment rate increased from 8 to 27 percent. Long-term unemployment

increased in particular: By 2013, 62 percent of the unemployed population had

been looking for a job for one year or more. Positive growth rates only resumed

in the last quarter of 2013, and the GDP expanded annually by more than 3

percent in 2015 and 2016. Labor market indicators have improved significantly,

but unemployment remains at 17 percent in 2017. Despite these positive economic

indicators, questions about the sustainability and strength of the future recovery

3 Fernández-Villaverde, Garicano, and Santos (2013) and Neal and Concepción García-Iglesias

(2013) discuss the events preceding the crisis. Fernández-Albertos and Kuo (2016) provide one

overview of the events of the crisis, and Copelovitch et al. (2016) provide theoretical background

on the crisis. Martí and Pérez (2015) and Bozio et al. (2015) provide decompositions of the fiscal

response to the crisis.
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remain, particularly given the vulnerability of the situation of public finances to an

eventual deterioration in international financing conditions.

The overall policy response in Spain was a mix of fiscal austerity and attempts

to deregulate the labor market to foster internal devaluation, with very littfle dis-

cussion of leaving the euro.4 Although the first reaction to the crisis was to imple-

ment a series of fiscal expansionary measures, most notably through small-scale

infrastructure projects, panic in peripheral sovereign debt markets due to

foreign-investor perceptions that public debt was becoming unsustainable (the

Spanish public deficit rose to 11 percent of GDP in 2009) forced European coun-

tries to adopt fiscal consolidation plans. In May 2010, the Spanish government

passed a first set of austerity measures, including a cut of public employee salaries,

a reduction in infrastructure spending, a pension freeze, and an increase in the

value added tax (VAT). Large public protests partially in response to these policies

erupted in May 2011 and October 2011 in Madrid and other major cities, with

sporadic public protests occurring since. The Socialist government was replaced

by the conservative Partido Popular (PP) in the November 2011 elections, which

won with 45 percent of the vote and an absolute majority in Parliament. The gov-

ernment passed further austerity measures, including an income tax increase, an

additional VAT increase, major spending reductions across many government

departments, and a vigorous attempt to curb spending in subnational levels of

government.5

Labormarket reforms since the onset of the crisis have been politically conten-

tious as well, as both governments sought to “flexibilize” the labor market. The

main labor unions called for general strikes in response to both the 2010 (social-

ist-led) and 2012 (conservative-led) labor market reforms, both aimed at promot-

ing the internal flexibility of firms and reduce worker dismissal costs. Overall, the

reforms allowed firms tomore easily opt out of collective agreements and act more

unilaterally regarding changes in working conditions for a wider set of changes in

circumstances, and they have been generally credited with contributing to wage

moderation (OECD 2013) and the improvement of employment indicators in the

current recovery.

Throughout the crisis, business organizations and in particular the peak asso-

ciation Confederación Española de Organizaciones Empresariales (CEOE) have

expressed support for greater labor market flexibility, reforms aimed at reducing

bureaucratic intervention, privatization of some public services, and fiscal

4 See Walter (2016; 2013) for discussion on how crises where external adjustment via currency

depreciation (in this case, via Eurozone exit) is more costly, difficult internal adjustment proce-

dures via austerity are pursued.

5 Conde-Ruiz et al. (2016).
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consolidation efforts focused on expenditure reduction rather than on revenue

generation, expressing strong opposition to the different rounds of tax increases.

In the first phase of the crisis, they were also concerned about business access to

sufficient finance, and in the latter years, about the allegedly insufficient invest-

ment in infrastructure caused by years of austerity policies.

During the crisis, successive governments have called unions and business

associations to try to negotiate a joint proposal of labor market reform, but both

the rejection of workers’ representatives of liberalizing labor regulations and the

business position on the reduction of firing costs and reforms to facilitate firm–

level wage restraint made these agreements impossible. When the government

broke this gridlock by unilaterally passing the 2012 labor market reform, the

CEOE welcomed it as an important move in the right direction.6 Overall, despite

attempts on the part of the government to further deregulate the labor market,

many labor-market structural rigidities persist, such as high severance costs and

a segmented labor market.

Firm preferences and the crisis

As the previous summary illustrates, Spain is a particularly useful test case of firm

preferences regarding the ongoing European crisis, because of the depth of the

recession and political controversy and division surrounding policies that have

been implemented. Our study is motivated by the fact that firm preferences are

relevant for understanding the policy consequences (and resolution) of the

ongoing European economic crisis, but there have been few tests of theories of

such preferences. While some literature addresses firm preferences for different

policies in normal economic times,7 few studies examine such policy preferences

in crisis times, in particular during themost recent Eurozone crisis.8 This omission

6 Lacasa (2013).

7 Broz and Plouffe (2010); Duckenfield and Aspinwall (2010).

8 The rich survey data from non-OECD economies via the World Bank Business Environment

surveys do not cover Eurozone firms during the crisis. Many studies that use firm-level data

focus on those from economies in developing countries during non-crisis periods and examine

views about corruption, policy uncertainty, and preferences for exchange rates (Kenyon and

Naoi (2010); Broz, Frieden, and Weymouth (2008); Broz and Plouffe (2010); Batra, Kaufmann,

and Stone (2003); Barber, Pierskalla, and Weschle (2014)). Weymouth (2012) examines the deter-

minants of firm lobbying in non-OECD countries, and Plouffe (2017) and Osgood et al. (2017)

examine business preferences over trade policy in other non-European contexts. Duckenfield

and Aspinwall (2010) use firm surveys from the United Kingdom from the late 1990s and early

2000s regarding entry into the EMU and Eurozone, finding evidence that British exporting firms

actually prefer a stronger national currency, challenging conventional models.
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is relevant in debtor countries, where political conflicts over the adjustment

process persist.9

Systematic firm-level data on these outcomes regarding the most recent crisis

is important for theoretical and empirical reasons. First, since business preferences

matter for the sustainability of the Eurozone, then understanding variation in and

the correlates of such preferences is of natural interest (see, for example, the

debate over sovereign risk spreads, concerns of foreign investors, and the

actions of firms).10 Second, understanding firms’ preferences can assist in con-

structing broader political economy models of crisis politics, as businesses can

influence policies through direct influence such as lobbying or via conveying infor-

mation or their preferences to the government.11 More generally, they constitute

policy-influencing coalitions with other actors, including organized labor, sector-

level associations, and citizens. Finally, beyond the immediate context of the

current economic crisis, better understanding the correlates of firm preferences

can test whether standard political economy models of such views apply to

times of crisis as opposed to “normal times.” Previous work has identified the

necessity of understanding large scale shifts in sector preferences during economic

crises, as new economic policy packages become politically viable.12 This study

adds to the tradition of comparative political economy scholarship to better under-

stand the preferences of capitalists and firmmanagers and owners (in contrast with

the large literature on voters), but by providing more systematic measurement of

their attitudes and preferences from a larger, representative sample of them.

Section 2. Outcomes and hypotheses

Overview of theoretical approaches

In theorizing about business policy preferences during the Eurozone crisis, we test

three sets or families of competing hypotheses: structural characteristics of the

firm, crisis-specific experiences, and the political orientations denoted by firm

managers’ responses. We draw on relevant insights from the literature on the

impact of the economic crisis on voter preferences, and that of the traditional

9 Frieden (2015); Copelovitch, Frieden, and Walter (2016). Recent ad hoc surveys of CEOs that

report some policy views remain limited in scope (Schwarzer and Wolff (2013)). That study sur-

veyed twenty-six German CEOs. Data on the specific firm responses to the recent economic shock

tests standard industrial organization and corporate finance models.

10 Higgins and Klitgaard (2011).

11 Rogowski and Kayser (2002); Stigler (1971).

12 Gourevitch (1986).
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literature on firm preferences on relevant economic policies during non-crisis eco-

nomic periods. We suggest that firm preferences over policies might be different in

a crisis versus a non-crisis context, and argue that the former context should

increase dissatisfaction with status quo institutions, such as existing currency

arrangements or institutions. We test theories for multiple relevant public policies

because governments have pursued a mix of policies in response, and one should

test which firm-level characteristics matter more for different policy views.

We focus on the preferences over a Eurozone exit, fiscal policy (austerity or

fiscal adjustment packages), and views on wage devaluation policies. These

three policy areas are obviously not exhaustive, but they constitute the most

widely discussed issues facing firms and the population of the crisis-hit countries,

and there ismuch academic and public division over the impact of such policies on

the European economies. For each policy preference, our theorizing first high-

lights the most relevant structural variable that should matter for that policy,

though we acknowledge that for each policy, multiple structural variables could

be relevant, and that the structural variable of interest should differ depending

on the policy in question. Where possible, we suggest multiple channels by

which characteristics of firms would affect policy preferences. In the empirical

section, we describe a set of follow-up questions regarding each dependent vari-

able to test competing explanations for why structural, political orientation, or

crisis-specific factors would be correlated (or not) with variation in policy

preferences.

We now preview the distinct theoretical perspectives used to explain variation

in policy preferences. We operationalize each perspective with a number of differ-

ent variables. The first perspective emphasizes traditional political economy vari-

ables that are the structural characteristics of the firm, including the economic

sector in which the firm operates, its size, export orientation, whether there is a

strong union presence, and other factors specific to the product and workforce

of the firm. Again, the relevance of these factors should differ in importance

depending on the policy area in question.

A second perspective considers firms’ crisis-specific experiences as a correlate

of policy preferences. This category of variables takes as a starting point that a

major economic recession should affect preferences. We separate this category

into two variables. One is the basic firm experience in the crisis captured by the

loss in firm profitability since the onset of the crisis, as firm-level suffering

should affect perspectives regarding what policies are most effective to end the

crisis. The second set of variables consists of firm beliefs about problems that

they currently face due to the crisis. While a large number of beliefs could

matter, we focus on those most relevant during the ongoing crisis. These are the

beliefs about access to credit, insufficient consumer demand, labor costs (wages
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and related social security costs), and sensitivity to taxes. We categorize and distin-

guish between the “macroeconomic” factors of access to credit and demand and

the “microeconomic” concerns of wages, non-wage related labor costs, and taxes.

We suggest that these specific firm-level concerns aboutmicro versusmacro issues

that firms face should be linked to policy preferences to address them.

A final, less developed theoretical perspective, views firm preferences as

reflecting beliefs and interests of firm representatives as ideologically-driven

political actors, and thus might generate different predictions about policy prefer-

ences.13 This is related to previous research that characterizes firm representatives’

preferences as reflecting other firm-level characteristics, aside from structural fea-

tures of the firm.14 For example, as we detail below, political ideology is a well-

known factor that differentiates citizen views; we test whether the political orien-

tations revealed by manager’s responses matters for some firm preferences over

others. Crudely, firm representatives that havemore left versus right-wing political

orientations politically could prefer corresponding policies for their firms.

Context for predictions of structural factors: internal versus
external adjustment

We build on recent work that more clearly specifies firm and sector-level policy

response preferences in the event of macroeconomic or financial crises. Walter

offers a useful clarifying perspective that we draw on and test with data on the

Eurozone crisis (2013).15 In her framework, government policies in response to

crises can be via internal or external adjustment processes. The former includes

fiscal policy (typically reducing government spending) or structural reforms

(including labormarket regulations that reduce nominal wages); the latter involves

adjustment of the exchange rate, typically a depreciation or devaluation of the

currency.

How do adjustment strategies fromWalter’s framework apply in the context of

the Eurozone crisis? External adjustment in the form of currency devaluation—

Eurozone exit—is of course a potentially costly policy. In the case of the

Eurozone, simple external adjustment via currency depreciation cannot be

easily pursued by national-level governments in the Eurozone as they do not

control monetary policy; external adjustment would entail voluntarily leaving

13 Hertel-Fernandez (2016).

14 Martin (1995).

15 This framework for predicting adjustment policy preferences is tested with firm-level data

from non-OECD states, though not from the ongoing Eurozone crisis.
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the Eurozone. Thus, it is unsurprising that there is more pursuit of but also division

over internal adjustmentmeasures (fiscal and labor-market policies). We now turn

to the predictions of each type of explanation for each policy preference of interest

(Eurozone exit, fiscal austerity, and wage devaluation).

Preferences for staying in the Eurozone

Given the salience in the political and economic debate over the viability of the

Eurozone, we consider preferences over this external adjustment strategy (euro

exit), even though national-level governments would have to leave the Eurozone

to pursue this strategy. What factors should be most relevant in explaining firm

support for a possible Eurozone exit? We first turn to arguments that focus on stan-

dard structural characteristics from the literature as to why firms might support or

oppose staying in the euro, the most relevant of which is the degree of export ori-

entation of firms. However, the ample theoretical literature on firm currency pref-

erences actually givesmixed predictions regarding the role of export orientation; in

this sub-section, we clarify the logics of the contrasting predictions of euro views.

We classify expectations as following a retrospective versus a prospective logic. We

distinguish between these perspectives regarding euro preferences because the

Eurozone itself pre-dates the crisis, and firm preferences for the euro can be

linked to retrospective evaluation of its effects, prospective concerns about an

exit, or both.

The conventional open-economy logic examining preferences of exporters

theorizes that because currency depreciation makes exports relatively cheaper in

the foreign countries’markets, those companies should prefer net currency depre-

ciation for exporters, a finding confirmed in previous empirical analysis of exporter

firm currency preferences.16 Thus exporters should ceteris paribus prefer a depre-

ciated euro and a cheaper currency. This basic prediction has been built upon in

recent frameworks that examine firm preferences during balance of payments

crises, and argues that firms can prefer external adjustment strategies as a govern-

ment response (currency depreciation) versus internal adjustment (such as

domestic price deflation or changes in domestic interest rate policy). During

such crises,more export-oriented firms are theorized to prefer external adjustment

defined as currency depreciation.17

However, one should cautiously apply this framework of preferences for exter-

nal versus internal adjustment strategies to the ongoing crisis, as Eurozone econ-

omies cannot easily pursue an external strategy in the form of simple currency

16 Broz, Frieden, and Weymouth (2008); Frieden (2002); Broz and Frieden (2006).

17 Walter (2008; 2013; 2014).
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depreciation. This option entails leaving the Eurozone, a monetary breakup which

has many consequences beyond a change in the nominal exchange rate. As a

result, studies that focused on previous balance-of-payments crises are not anal-

ogous to the current crisis, as governments in the Eurozone cannot easily pursue

standard depreciation strategies.

One approach to distinguishing the conflicting preferences of exporters is by

distinguishing between retrospective and prospective views towards the common

currency. The retrospective logic argues that since euro membership for firms

caused increases in prices and unit labor costs above competing countries in the

monetary area, the resulting real exchange appreciation damaged the export

sector’s competitiveness.18 Therefore, export-oriented firms should attribute

their reduced price-based competitiveness to the currency zone and prefer to

leave it, and should be more likely to blame the euro for higher internal costs

and inability to depreciate. This supposition is supported by other comparative

evidence of firms that experience real exchange appreciations under fixed

exchange rate regimes as being more critical of such monetary arrangements.19

Other evidence indicates that export-oriented firms should be more supportive

of currency regimes that allow for depreciation.20 This standard perspective inher-

ently includes a prospective logic, as it assumes that export-oriented firms antici-

pate the outcome of a depreciating currency of leaving the currency zone, and thus

support such depreciation.

An alternative set of political economy arguments focuses more on the pro-

spective concerns that relate to negative implications for firms from not just cur-

rency depreciation, but for leaving a currency regime. Such concerns relate to

specific scenarios or problems that a euro exit would entail, distinct from the

lower value of the currency of final goods. First, if firms rely on intermediate

inputs from the euro-area and changes in the nominal exchange rate are not auto-

matically translated into final prices (i.e., low levels of “pass-through”), then the

gains from a nominal devaluation from an euro exit would be limited.21 The salu-

tary effects of a nominal devaluation for exporters are alsomore likely to be offset if

firms hold debt denominated in the currency that would be relatively appreciated,

as the real value of the debt burden would increase.22 Second, leaving a currency

18 Berka and Devereux (2013); Carlin (2013).

19 Fernández-Albertos (2012).

20 Frieden (2002); Walter (2013); Broz, Frieden, and Weymouth (2008). Studies on British firm

views about entering the euro before the crisis do not find support that exporters were more sup-

portive of euro entry (Duckenfield and Aspinwall (2010)).

21 Broz and Frieden (2006).

22 Walter (2014; 2013).
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zone has consequences for the volatility of the exchange rate as well as its level;

such an exit is clearly not analogous to devaluing the national currency in a floating

regime to regain competitiveness, as a currency breakup entails much uncertainty

about the magnitude of the disruption.23 This makes the external adjustment

option in the context of the euro periphery significantly more costly. Export-ori-

ented firms could have prospective concerns that reduce support for a euro exit,

and in the empirical tests below, we arbitrate among these multiple concerns.

We now discuss hypotheses regarding the impact of firm-level economic suf-

fering on views towards the euro. Firms that have suffered during the crisis may

have distinct views towards the euro for a few reasons. Following a retrospective

logic, they could be more inclined to blame the euro for the economic situation.

Previous research in the tradition of citizen retrospective policy evaluation demon-

strates that individuals aremore likely to hold status quo institutions at fault during

difficult economic times.24 Blame attribution serves as a key component in models

of formation of policy judgment and assessment of the status quo institutions.25

Applying this logic to firm managers, we suggest that all else equal, the experience

of greater economic losses should make firms more skeptical of status quo policy

arrangements, and thus they should be more willing to abandon the euro. Firms

that have sufferedmore during the crisis could view the current currency regime as

a cause of deterioration of the economic situation for several reasons. They could

perceive the currency zone as constraining the domestic government from adjust-

ing monetary (or fiscal) policy to domestic conditions, because the Eurozone

implies real exchange rate overvaluation, or because membership in the

Eurozone implies the imposition of certain fiscal policies that might reduce

growth in the domestic economy. More generally, firms may assume that

Spain’s economic performance has worsened under the Eurozone, and link that

negative assessment to opposition to the monetary regime.26 Thus we hypothesize

that firms that have been more economically hurt by the crisis should be more

favorably disposed to a Eurozone exit.

Finally, we consider the role of the political leanings of managers. Previous

studies argue that left-wing individuals are more sensitive to the loss of monetary

policy autonomy under a fixed exchange regime with a low inflation objective, and

23 Eichengreen (2009); Frieden and Broz (2006) analyze the political-economy concerns of eco-

nomic groups regarding the level and the volatility of the exchange rate, both relevant in the case of

a potential Eurozone break-up.

24 Tilley and Hobolt (2011); Arceneaux (2003).

25 Shaver (1985).

26 Firms that are more concerned with macroeconomic problems should be more skeptical of a

euro exit, although we note there is little empirical evidence on which to ground this conjecture.
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hence they should be less supportive of the common currency. Since fixed cur-

rency regimes are more likely to constrain inflation, much of the political

economy literature theorizes that more right-wing individuals who are more infla-

tion-averse should prefer maintenance of the currency regime.27 Therefore, if

political orientation matters for firm-level preferences, more left-leaning firm rep-

resentatives should all else equal be more sympathetic to a euro exit.28

Preferences for fiscal policy and austerity

We turn now to hypotheses regarding firm-level views on fiscal austerity, a polit-

ically contested issue in the Eurozone periphery. Again, as there is surprisingly

little theorizing of firm perspectives on government fiscal responses to an eco-

nomic crisis, we draw on some of the literature that debates the macroeconomic

consequences of austerity.29 While it is unclear what structural factors matter most

in explaining firm support for austerity, one straightforward baseline hypothesis is

that to the extent that such reductions in government spending dampen aggregate

demand, smaller firms are more opposed because they would be more sensitive

to reductions in such demand, whereas large firms have more flexibility in weath-

ering short-term domestic economic shocks.

Regarding the set of crisis-experience variables, we hypothesize that firms that

have suffered the most during the crisis should be more likely to oppose austerity.

This prediction comes fromprevious research on citizen preferences that identifies a

large impact of economic suffering on increased support for government spend-

ing;30 we suggest that firms under economic strain should prefer public spending

on programs to either directly offset their losses or, indirectly, to stimulate domestic

demand.31 Related, firms that claim larger concerns related to “macroeconomic”

issues (characterized as concerns about access to credit and demand for their prod-

ucts) should be more opposed to fiscal austerity policies, as the main economic cri-

tique of such austerity is that the fiscal cuts it entails reduce such demand.32

27 Cusack (1999).

28 We note these theories though rely on assumptions about the asset composition of left versus

right-wing individuals; right-wing individuals are assumed to have assets whose values are more

eroded by inflation.

29 Alesina and Ardagna (2010) and Alesina et al. (2015) argue for the salutary effects of spending

cuts as opposed to tax increases, while many others argue that such policies reduce aggregate

demand (Guajardo, Leigh, and Pescatori (2014); Perotti (2012); DeLong et al. (2012); De Grauwe

and Ji (2013); Jordà and Taylor (2015)).

30 Margalit (2013); Hacker, Rehm, and Schlesinger (2013).

31 Ardagna (2004).

32 Perotti (2012).
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In terms of political orientation, most straightforwardly, if the conservative ori-

entation of firm managers matter, we hypothesize that more conservative firm

managers should be more supportive of austerity, consistent with much of the

European-wide individual-level data linking conservative political orientation

with the view (correct or not) that state largesse has been responsible for the

poor economic outcomes.33

Preferences for internal devaluation / wage decreases

We now discuss business preferences for internal devaluation policies and outline

several hypotheses. While there are many characteristics of firms that may lead

firm managers to prefer lower wages, one relevant variable should be whether

the firm has a strong union presence. In the institutional context of Spain’s labor

collective bargaining laws, we expect that firmswith greater union presence should

be more supportive of wage devaluation. There are two channels through which

this variable might make firm managers more likely to support internal devalua-

tion. One is that unions might play a role in facilitating wage declines and moder-

ating potential industrial conflict.34 Alternatively, if union presence is understood

as a proxy for workers’ structural power within the firm, in the more conflictual

bargaining context of Spanish industrial relations,35 a stronger union presence

should increase business support for further reducing wages. Higher worker rep-

resentation, either because it makes nominal wage cuts needed and/or feasible,

should be associated with more support of internal devaluation strategies

among firm managers.36

In terms of crisis-experience variables, the degree of economic suffering

should also correlate with views on internal devaluation. We hypothesize that

firms that have suffered more during the crisis would also favor nominal wage

reductions, as this would be a more direct way to reduce costs. Regarding the

crisis-experience variable of specific concerns facing the firm, we hypothesize

that firms that have more “micro” concerns (such as higher wages) relative to

“macro” concerns should support deflationary policies.

Finally, as with austerity preferences, the conservative orientation of firm

managers could matter as well. We hypothesize that more conservative firm

managers are supportive of internal devaluation and lower wages. Previous

33 Linos and West (2003); Blyth (2013).

34 Wallerstein (1990).

35 Rueda (2007); Hamann (2001).

36 In the empirical section, we assess to what extent union hostility matters for deflation

preferences.
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research points to conservative skepticism of policies that protect wages with

evidence from Europe37 and the United States.38 If the political orientation of

firm managers matters for this policy preference, then such managers would

prefer to reduce worker incomes as a crisis adjustment strategy. We summa-

rize the main predictions from these variables in table 1, for each of the

policies.

Section 3. Design and data

To test these theories we fielded a telephone survey to a nationally representative

sample of 500 firms operating in Spain with at least ten employees, drawn from the

official directory of firms (Directorio Central de Empresas (DIRCE)) kept by the

Spanish National Statistics Institute (INE).39 The respondents in the sample

were firm owners or high level managers (CEO or CFO equivalents), and the

sample was stratified by sector of operation (industrial manufacturing, construc-

tion, wholesale/retail, services), region and firm size (fewer and greater than fifty

employees) to guarantee a representative sample composition across these

variables.

We obtained data on the dependent variables of policy preferences dis-

cussed above, a number of firm-level variables including key structural charac-

teristics, firm-level views on the concerns listed above about the crisis, amount

of profits lost since crisis onset, and other questions designed to disentangle

different reasons for policy preferences. These are all detailed in the next

sub-section. We measure the firms’ preferences by assessing those of the

firm owner or manager, with respect to what the owner (or firm representa-

tives) perceives is optimal for the firm. To maximize our ability to measure pre-

cisely the firm’s point of view, many questions began with the opening clause,

“from the perspective of what is best for your firm’s profitability…” Where pos-

sible, all questions reminded the respondent to answer the question from the

perspective of the firm.40

37 Rueda (2006).

38 Hertel-Fernandez (2016).

39 The survey was fielded byMetroscopia, a well-known Spanish survey firm that has conducted

monthly economic and industrial barometers, most prominently for Spanish daily newspapers

including El País.

40 The emphasis that the questionnaire placed on the firm’s perspective (rather than on the indi-

vidual answering the survey) derives from our decision to focus on firms’ characteristics, but also

from the survey firm restriction not to ask about political engagement at the individual level, as this

could prevent the participation of the firm in future business barometers.
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Variable description and coding

Firm characteristics

We measured the following main characteristics of the firm: the broad industrial

sector (industrial manufacturing, construction, wholesale/retail, services), the

size of the firm in terms of natural log of workforce size, the size of the firm

in terms of annual profits, the percentage of revenues derived from exports,

whether and how much the firm exports to the EU area and outside the EU

area, degree of perceived union presence in the firm, and percent of the

firm’s workforce that is on a temporary contract. The firm’s broad sector is

coded as a binary variable (1 indicating classification in one of the four main

sectors and 0 otherwise). All independent variables, unless otherwise indicated,

are rescaled 0–1 to ease interpretation. The broad industrial sectors are binary

variables indicating if the firm is in manufacturing, construction, wholesale/

retail, or services. The union presence variable is a four-point scale rescaled

0–1 that asks the firm representative how important unions are to decisions of

the firms (response options: “very important, somewhat, a little important, not

important at all”); higher values indicate greater importance.

We also coded an open-ended sector question tomeasure the tradability of the

firm’s products and services (regardless of whether the firm actually exports), and

used this textual data to also measure the skill intensity of the firm. We coded the

latter using a simple coding rule; if operation in the firm’s sector requires a univer-

sity degree or specific vocational skill, it was coded as high skill. Both tradability

and skilled are coded binary. We also used the open-ended sector data to match

the firm to broad ISIC categories at the single-digit level (21 sectors), and use this to

generate a variable of sector level unemployment for each firm.

Table 1: Predictions of policy views from key variables

Policy and Expected Direction

Firm characteristic
category Euro exit Austerity Wage devaluation

Relevant structural factor EU Export oriented-
Support

Small firm size-
Oppose

Union presence –

Support
High crisis suffering Support Oppose Support
Higher macro vs. micro-

concerns
Oppose Oppose Oppose

Left-wing orientation Support Oppose Oppose
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Measurement of crisis experience and concerns about the crisis

Regarding a key crisis experience variable, the amount of profits lost, we ask

whether the firm has lost or gained profits since the onset of crisis, and depending

on the response, the amount of profits gained or lost as a percentage. Our main

indicator of economic suffering is the percentage loss in profits that a firm

reports, rescaled 0–1, with higher values indicating greater loss in profits.

We also measure the crisis-specific concerns that firms have, with the prob-

lems being: access to credit, insufficient consumer demand, high wages of

workers, labor costs (including social security and related labor costs), and

higher non-labor taxes. Unless otherwise noted, for all outcomes, we use a 0–10

scale, as it is the standard andmost understood format in Spanish business barom-

eter contexts. We first measure on this scale how much each of the five factors

current pose a problem to the firm, with 0 indicating the factor is not at all a

problem and 10 indicating it is the principal problem.41 We also construct a vari-

able to indicate the relative concern of the “macro” factors of credit and demand

versus the “micro” concerns of wages, non-wage labor costs, and taxes. We do this

by averaging the scores within the micro and macro category of concerns, taking

the difference between the two, and again rescaling again 0–1, with higher values

indicating a greater weight of macro concerns relative to micro ones.

Measurement of preferences—policy views

We now turn to measurement of the policy preferences and attitudes regarding the

euro, austerity, and internal devaluation/wage adjustment. We first measure the

respondent’s stated projected consequences if Spain were to cease using the euro.

The response options were: the company would have to close, the company’s situa-

tion would worsen, the company’s situation would not change much, and the com-

pany’s situation would improve. The “worsen” and “improve” options had a further

branch with options of “worsen/improve a little” or “worsen/improve a lot.” We

code both the trichotomous response options of negative, zero, and positive conse-

quences to the firm. We also code all the response options on a six-point scale as a

0–1 scale, with higher values indicating the firm would benefit from a euro exit.42

41 The order of all factors with a 0–10 rating was randomized. The text of the question reads: “To

what extent is each of the following issues a problem for your company today? Express using a scale

of 0 to 10, where 0 is equivalent to not at all a problem and 10 means it is the main problem.”

42 In the empirical analysis section, we discuss some follow-up questions we posed to arbitrate

among competing explanations that would link our structural variables to firm views on the euro

exit.
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Wemeasure support for austerity as a binary question indicating if the respon-

dent thought that the fiscal adjustment measures (commonly understood as the

budget cuts that the government has taken) havemade the crisis worse, or are nec-

essary to end the crisis (1 coded as austerity making the crisis worse, 0 as the mea-

sures being necessary to end the crisis). Wemeasure the final policy preference for

internal devaluation on a 0–10 scale, with 0 indicating complete disagreement with

the view that internal devaluation strategies would help the firm and 10 indicating

total agreement.43

Measurement of political leanings

As we could not gather data on the demographic characteristics of the respon-

dent to ensure his/her anonymity (such as personal ideology, vote intention or

choice, and education), we use a proxy to measure the political leanings of the

respondent that is as distinct as possible from any measure that might be a func-

tion of specific policy preferences. To do so we use the same 0–10 scale and ask

questions about how much the firm manager blames the policies adopted by the

previous Spanish Socialist government of Zapatero versus the policies adopted

by the current Spanish conservative government of Rajoy.44 On this scale, 0

meant the factor had “not at all contributed to the crisis” and 10 was labeled

as “has been primarily responsible for the crisis.” We use the difference

between the blame of Rajoy less Zapatero as a proxy for how “left-wing” the

respondent is, as higher values of this measure indicate more blame of Rajoy

versus Zapatero. This variable is rescaled 0–1 such that higher values represent

more blame of Rajoy relative to Zapatero. Given the constraints on asking

directly vote intention or partisan orientation, this is a reasonable proxy for per-

sonal political orientation of the firm representative that is distinct from firm-

level structural characteristics.

43 As with euro exit, for both of these policies, we ask follow-up questions to test our theories

linking specific variables to these preferences.

44 Blame assignment to different governments could reflect the attractiveness of different eco-

nomic policies to address the crisis, rather than political leanings of the respondents. However,

both Socialists and Conservatives are associated with and implemented austerity policies during

their tenure in office. Given at the time of the survey each party had been in control during the

economic crisis for near equivalent times, the difference in assessment of the administrations is

a rough proxy for partisan orientation. Other research on the Spanish crisis indicates that blame

assignment in the general population is affected by partisan orientation (Fernández-Albertos, Kuo,

and Balcells (2013)).
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Descriptive statistics

Regarding broad industrial category composition, 25 percent of the firms in our

sample are in industry (generally including manufacturing goods); 11 percent

in construction, 16 percent in wholesale/retail, and 48 percent in services. 82

percent of the firms are small or medium-sized enterprises (SMEs), defined

to be having fewer than fifty employees. The median firm size is twenty

(with a mean of eighty); among large firms, the median is ninety-four (mean

of 343). 31 percent of the firms export, with most (60 percent), exporting

mainly to Eurozone countries. Only 27 percent of the firms with fewer than

fifty employees export, whereas half of the large ones do. Among exporters,

most are unsurprisingly in the manufacturing/retail sector (56 percent of the

manufacturers are exporters), with 25–30 percent in the commercial retail/ser-

vices sectors. About 32 percent of the sample is coded as high-skilled and 33

percent as representing sectors that are tradable.45 39 percent of the firms view

unions to have some influence over decision-making within the firm. Many

firms have suffered during this period of economic crisis, a further indication

of the validity of the sample. 75 percent of firms report having lost profits, with

an average profit loss of near 30 percent; 53 percent report having lost workers

(with an average workforce loss of 10 percent, though the average loss among

firms that have lost any workforce is closer to 30 percent). Unsurprisingly, the

construction sector by far has the highest proportion of economic stress, with

71 percent of the firms in that sector reporting both loss in profits and workers.

Tables 2a and 2b provide relevant descriptive statistics on structural character-

istics and views of firms.

Basic business views and preferences

What are the patterns in terms of business concerns and the crisis? Recall we

asked firms to assess the relevance of problems relating to taxes, high wages,

access to credit, and consumer demand (the latter two constituting more mac-

roeconomic-oriented concerns), as a separate indicator of crisis-specific con-

cerns for firms. On the ten-point scale, taxes are the highest concern (with an

average of 8.1); the lowest concern of these five is high wages, though the

average is still high, at 6.1. In terms of our measure of conservative orienta-

tion, respondents blame the Zapatero administration more, as the average

45 We note that as is customary in these business barometers, the largest firms in Spain are

underrepresented; this sample is in fact larger than the standardMetroscopia business barometer.
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blame of the Zapatero administration is 7.5 out of 10, and for Rajoy’s admin-

istration it is 6.3.

We now turn to descriptive patterns about support for the euro, austerity, and

deflation (lower wages).We find on average high support for the euro as a currency

and for staying in the Eurozone, as only 12 percent of firms believe their industrial

conditions would improve if Spain were to leave the Eurozone. With respect to

domestic policy, firm representatives support status quo “conservative” economic

Table 2a: Descriptive statistics—characteristics of firms

% of Sample
(where relevant) Mean amount Standard Deviation

Workers 80 801
Large Firms (>50 workers) 18
Export goods 31 10 22.5
Suffered lost profits 75 �31 38.4
Industry requires skilled labor 33
Manufacturing/industry 25
Construction 11
Commercial/wholesale 16
Services 48
Any union presence 39
% workforce on temp contracts 15 22

Table 2b: Descriptive statistics—views of firms

Mean amount of
concern

Standard
Deviation

Main problems High wages 6.2 2.6
Non-wage labor costs 7.1 2.5
Taxes 8.1 2.0
Insufficient demand 7.3 2.7
Insufficient credit 6.5 3.3
“Macro v. micro” problems .46 .13

Policy views Oppose austerity 42.7%
Euroexit would be beneficial 12%
Support deflationary strategies 4.9 .31

Political
orientation

Difference in blame of Rajoy and
Zapatero

�1.2 3.3
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policies. 57 percent believe that fiscal adjustment policies have been necessary to

end the crisis. Finally, there is modest support for internal devaluation as a policy

applied to firms, with a combined 67 percent support it at the midpoint level or

more (40 percent support deflation strategy at a level higher than the midpoint

level, and 27 percent do at the midpoint level).

Section 4. Results

Estimation approach and controls

We provide a more systematic test for the arguments discussed above with a set of

estimations controlling for relevant firm characteristics, testing the hypotheses pre-

sented in table 1. Our approach is to control for baseline structural factors, and in

our discussion of results we pay special attention to the hypothesizedmost relevant

structural variable for each policy preference. The regressions control for variables

that proxy crisis-specific concerns, and finally the variable indicating political ori-

entation.46 Unless otherwise noted, for the OLS specifications the dependent and

independent variables are scaled 0–1. By recoding both the dependent and inde-

pendent variables in thismanner,we interpret a regression coefficient as represent-

ing a 100*β percentage-point increase in the dependent variable associated with

moving from the lowest to highest possible value of the independent variable.

Each estimation controls for the following battery of basic firm characteristics, as

described andmeasured above: firm size (measured in the natural log of the work-

force); the percentage of a firm’s revenue deriving from exports to the EU; a binary

indicator for each of the broad industrial sectors (with services sector set as base-

line), binary indicators for tradable or non-tradable sector and high versus low

skilled, union presence (coded as a perception of 0–1 with 1 indicating higher

values of union presence), percentage of workers on a temporary contract, the

unemployment of the overall sector, and finally, whether the firm has suffered

during the crisis, which we calculate as percent of profits lost (scaled 0–1, with

higher values indicating more profit loss).47 We present the results for preferences

for a Eurozone exit, austerity policies, and deflation, respectively.

46 For interested readers, we present in Table A1 of the appendix the structural correlates of

firms’ business concerns.

47 For all variables measured 0–10 and rescaled 0–1, we recode missing data as .5; the results do

not substantively change when we list-wise delete missing data, or include dummy variables indi-

cating missing data, and thus we present estimations with the recoded data.
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Estimation results—euro preferences

What are the correlates of believing a Eurozone exit would be beneficial or detri-

mental? The core structural variable of interest is export orientation to the

European Union. We first note that in terms of differences between EU exporters

and other firms, 42 percent of firms that are EU exporters believe that the Eurozone

exit would be detrimental, versus only 26 percent of firms that are not exporters

(p< .001). Table 3 presents themain estimation results with the hypothesized var-

iables of interest in the top row. Columns 1–2 present OLS estimations (where the

outcome is rescaled 0–1 and higher values indicate more positive consequences).

Columns 3–4 present ordered logit estimations where the highest category is the

belief that the firm would benefit. In both sets of specifications, we estimate the

impact of a binary indicator for whether the firm exports to the European Union

at all, as well as a continuous EU export orientation variable. Across all specifica-

tions, the EU export orientation variable is consistently negatively correlated with

the belief that the firm would benefit from a Eurozone exit.

According to column 1, being an exporter decreases the belief that an exit

would be beneficial by approximately five percentage points. Moving from

minimum to maximum dependence on exports is linked with 11 percentage

points in reduced support for a euro exit. These substantive results are

shown in figure 1. Whereas among non-exporters the probability of reporting

that a euro exit would be detrimental is only 16 percentage points higher

than reporting that it would be beneficial, for a firm that exports half of their

total sales this difference increases to nearly 30 percentage points. Thus, we

find evidence against the basic open-political economy expectation that inter-

nationalized firms might be more likely to favor a euro exit because of the

expectation of a currency depreciation.48 Therefore, either the gains from

nominal depreciation are limited, other concerns outweigh pure price compet-

itiveness concerns, or both.

Table 3 also shows that having sufferedmore during the crisis does not seem to

affect beliefs about the desirability of leaving the euro. Profit losses do not differ-

entiate firm views on the euro exit.49 This casts doubt on theories that extrapolate

from individual voter results that negative economic circumstances translate into

hostility towards status quo institutions, as crisis experience does not differentiate

48 This finding is consistent with the findings in the United Kingdom of Duckenfield and

Aspinwall, regarding UK firms and euro entry.

49 Further, as the table shows, sector-level unemployment, while an indirect indicator for how

the firm is doing, is negatively correlated with the belief in positive consequences of a euro exit,

casting further doubt on the relevance of economic suffering for these preferences.
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Table 3: Policy preferences—Euro exit would be positive

(1) (2) (3) (4)
Euro exit (OLS) Euro exit (OLS) Euro exit (o logit) Euro exit (o logit)

Explanatory variables:
EU exporter �0.051** �0.41*

(0.026) (0.24)
EU Exports % �0.14* �1.11*

(0.070) (0.67)
Profit loss 0.074 0.090 0.98 1.13

(0.086) (0.085) (0.82) (0.81)
Macro v micro 0.035 0.037 �0.12 �0.11

(0.044) (0.045) (0.42) (0.42)
Left wing 0.13* 0.13** 0.81 0.82

(0.067) (0.067) (0.62) (0.62)
Control variables:
Workers (log) �0.022* �0.022 �0.16 �0.16

(0.013) (0.013) (0.12) (0.12)
Manufacturing 0.0086 0.00049 �0.068 �0.13

(0.032) (0.031) (0.28) (0.28)
Construction 0.11*** 0.11*** 1.14*** 1.11***

(0.042) (0.042) (0.39) (0.39)
Retail �0.062* �0.065** �0.59** �0.61**

(0.033) (0.033) (0.29) (0.29)
Tradeable 0.049* 0.048 0.40 0.39

(0.029) (0.029) (0.26) (0.26)
Skilled �0.0087 �0.0081 �0.071 �0.063

(0.024) (0.024) (0.22) (0.22)
Union presence �0.084** �0.083** �0.71* �0.71*

(0.041) (0.041) (0.38) (0.38)
Sector unemp �0.051 �0.053 �0.85* �0.87*

(0.054) (0.054) (0.48) (0.48)
Temp contracts �0.013 �0.0070 �0.049 0.0075

(0.049) (0.049) (0.42) (0.43)
Constant 0.51*** 0.50***

(0.093) (0.093)
Cut-off 1 �0.70 �0.53

(0.87) (0.87)
Cut-off 2 2.26*** 2.43***

(0.88) (0.88)
N 481 481 436 436
Adj/pseudo R2 0.048 .047 0.041 0.041

Standard errors in parentheses
* p< 0.10, ** p< 0.05, *** p< 0.01
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firm views of a euro exit. Finally, as columns 3–4 of table 3 show, political orienta-

tion is not correlated with a substantive shift in the categories of euro conse-

quences (from negative to positive) of a euro exit. While left-wing orientation is

positively correlated in the continuous measure, this does not translate into sub-

stantive changes in categories. We are thus not confident that political orientation

is strongly linked to support for a euro exit.50

The above evidence indicates that EU export-oriented firms are in fact more

likely to think that a euro exit would be harmful, and surprisingly, that firms with

higher profit losses are not more likely to have positive views on the consequences

of such an exit. This poses a potential challenge to political economy theories that

emphasize the importance of relative currency value as the key reason for firm

Figure 1: Exporters versus non-exporters views of a Eurozone exit

50 Table 3 also shows that relative to the service sector, firms in the construction sector are more

likely to believe on positive consequences of a euro exit, while the retail sector is less likely to.
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support for various currency regimes. The evidence also challenges theories that

indicate that negative economic conditions should increase dissatisfaction with

status quo institutions.

However, as discussed in the theoretical section, the fact that exporters do not

prefer a euro exit could be because the consequences of a Eurozone exit are diffi-

cult to forecast, and relevant counterfactuals that might occur in the case of an exit

have to be considered. We build upon these results by probing more why some

firms might believe a Eurozone exit might be detrimental or not, testing two

logics, derived from the above theoretical discussion: whether firms’ views on

the euro follow from a retrospective or prospective logic, or both. We test the

retrospective logic by examining which covariates of firms might explain firm

blame of the euro as a cause of the crisis. This allows us to test the extent that

the covariates correlated with euro preferences also correlate with euro blame.

The prospective logic refers to firms’ beliefs about the different negative conse-

quences of a euro exit.

To test firms’ retrospective assessment of the euro, we use two measures. We

measure a binary variable indicating whether the respondent believed that the

single currency had some responsibility for the economic crisis facing Spain (1

coded as yes, 0 as no), and blame for the euro as a cause for the crisis on a 0–10

scale. A majority of firms (58 percent) disagreed with the statement that the euro

has “played some role” in the crisis. The average score of blame for the euro was

4.1, far less than firm blame of the leadership of Zapatero and Rajoy.51

Retrospective logic and blame

Table 4 shows estimations examining the correlates of blame, using the same

control variables as in table 3. The first two columns consider as the dependent

variable the binary indicator of whether firms believe the euro as a factor in the

crisis, and the last two consider the alternate measure of blame on the continuous

1–10 scale, rescaled 0–1. Columns 1–2 consider the covariates of interest, and then

show the results when controlling for structural conditions, respectively. Both

columns show that profit loss is not correlated with a belief that the euro was a

factor in the crisis. Columns 3–4, following the same format, show that firms

that have suffered more are more likely to blame the euro on a 0–1 scale; the mag-

nitude is .25 points on the blame scale (this is nearly one standard deviation). In

contrast, we note that across the different measures of blame, export orientation is

51 These two blame variables are correlated: firms that hold the euro somewhat responsible

blame the euro on the 1–10 scale with a score of six, whereas those who do not blame it at 2.8

(p< .001).

The structure of business preferences and Eurozone crisis policies 189

https://doi.org/10.1017/bap.2017.35 Published online by Cambridge University Press

https://doi.org/10.1017/bap.2017.35


uncorrelated with blaming the euro more or less. Overall, the fact that crisis suffer-

ing is somewhat associated with euro blame (but not, as we observe in table 4, with

a belief in the euro being a main crisis factor, nor, as table 3 shows, with views

towards euro exit), while export orientation is associated with opposition

towards euro exit (but not towards euro blame) is suggestive that the retrospective

Table 4: Retrospective evaluation of euro

(1) (2) (3) (4)
Euro resp Euro resp Euro blame Euro blame

Explanatory variables:
EU exporter �0.036 �0.084 �0.016 �0.022

(0.21) (0.23) (0.030) (0.033)
Profit loss 0.97 1.07 0.24** 0.25**

(0.77) (0.80) (0.11) (0.11)
Macro v micro �0.31 �0.35 �0.11** �0.10*

(0.39) (0.40) (0.056) (0.057)
Left wing 0.14 0.12 0.24*** 0.21**

(0.57) (0.60) (0.082) (0.086)
Control variables:
Workers (log) �0.028 �0.0042

(0.12) (0.017)
Manufacturing �0.025 �0.0070

(0.29) (0.041)
Construction �0.25 �0.044

(0.38) (0.054)
Retail �0.48 �0.055

(0.30) (0.042)
Tradeable 0.16 0.035

(0.26) (0.038)
Skilled �0.28 �0.037

(0.22) (0.031)
Union presence 0.12 �0.017

(0.36) (0.052)
Sector unemp 0.082 0.060

(0.48) (0.069)
Temp contracts 0.18 0.071

(0.44) (0.063)
Constant �1.11* �1.00 0.12 0.14

(0.67) (0.86) (0.093) (0.12)

N 477 461 493 477
Pseudo/R2 0.003 0.011 .026 .013

Standard errors in parentheses
* p< 0.10, ** p< 0.05, *** p< 0.01

190 José Fernández Albertos and Alexander Kuo

https://doi.org/10.1017/bap.2017.35 Published online by Cambridge University Press

https://doi.org/10.1017/bap.2017.35


logic regarding blame of the euro does not drive firm-level euro preferences. Firms

that have suffered during the crisis blame the euro somewhat more than other

firms, but are not particularly more euro-skeptic, and exporters are clearly more

supportive of the euro in spite of not having a more sanguine view of the role of

the euro during the crisis. Further, table 4 shows that many structural variables

are uncorrelated with variation in blame assignment of the variable.52

Prospective logic

Continuing our analysis of why export-oriented firms may not favor a euro exit, we

now explore what consequences would a euro exit have. In the survey, we asked

about the following potential concerns regarding a possible Eurozone exit, if it

were to occur: access to finance, demand for the products of the company, cost

of intermediate goods used by the company, the competitive position of the

company, and finally, the ability of the company to adjust salaries and costs.

Again, these are on a 0–10, and are rescaled 0–1 with higher values indicating

more concern.

Table 5 displays similar estimations as those in in Table 4, but now the depen-

dent variables are the different prospective concerns about a euro exit.53 The

results show that export-orientation is positively correlated with concerns in the

event of a euro exit: reduced demand, prices of intermediate goods, the effect

on firm’s competitiveness, and adjustment policies. The magnitudes from

moving from none to any EU export orientation are quite large, at 11, 11, 17,

and 9 percentage points, respectively. The table indicates that firms have many

fears related to leaving the euro (which arguably guarantees access to markets

and a stable macroeconomic environment), and that these concerns likely out-

weigh any gains from nominal devaluation associated with an exit. These findings

related to prospective concerns help explain why export oriented firms do not

prefer a euro exit at this juncture.

Table 5 also shows that firms that have suffered during the crisis aremore con-

cerned with lack of demand, the prices of intermediate goods, and adjustment

costs. The coefficients for concerns about both of these concerns are quite large,

52 We do not find evidence that these blame views statistically mediate the relationship between

the independent variables of interest and the outcome of believing a euro exit would be beneficial

or not. Table A1 in the online appendix presents similar results using a continuous measure of EU

export orientation. Table A1 also shows that firmmanagers that are more left-wing are more likely

to blame the euro, but are not more likely to believe the euro was a responsible factor for the crisis.

53 Table A2 in the online appendix again presents similar results using a continuous measure of

EU export orientation.
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affecting the concern scale by 26, 20, and 29 percentage points, respectively. Firms

that have suffered, as well as export-oriented firms, are systematically more con-

cerned than other firms with several potential implications of a euro exit. This is

again supportive of a general prospective logic, linking economic suffering to

Table 5: Prospective evaluation of euro exit

(1) (2) (3) (4) (5)
Fin access Demand Interm Goods Competition Adjustment

Explanatory variables:
EU exporter 0.037 0.11*** 0.11*** 0.17*** 0.086**

(0.036) (0.036) (0.033) (0.037) (0.035)
Profit loss 0.26** 0.16 0.20* 0.13 0.29**

(0.12) (0.12) (0.11) (0.12) (0.12)
Macro v micro 0.19*** 0.14** �0.054 0.10 0.027

(0.063) (0.062) (0.057) (0.063) (0.061)
Left wing �0.061 0.033 �0.047 �0.056 �0.10

(0.094) (0.093) (0.087) (0.096) (0.091)
Control variables:
Workers (log) 0.0053 �0.025 0.010 0.00062 0.016

(0.019) (0.018) (0.017) (0.019) (0.018)
Manufacturing �0.074 �0.094** 0.0047 �0.00016 �0.047

(0.045) (0.044) (0.041) (0.046) (0.043)
Construction �0.083 �0.15*** �0.095* �0.11* �0.14**

(0.059) (0.058) (0.054) (0.060) (0.057)
Retail 0.015 �0.020 0.00090 �0.027 �0.014

(0.046) (0.045) (0.042) (0.047) (0.044)
Tradeable 0.028 0.068* �0.020 0.012 0.015

(0.041) (0.041) (0.038) (0.042) (0.040)
Skilled 0.011 0.017 �0.019 0.025 �0.0056

(0.034) (0.034) (0.031) (0.034) (0.033)
Union presence 0.076 0.17*** 0.12** 0.11** 0.072

(0.057) (0.057) (0.053) (0.058) (0.056)
Sector unemp 0.11 0.077 0.071 0.11 0.13*

(0.076) (0.075) (0.070) (0.077) (0.074)
Temp contracts 0.11 0.018 0.029 0.081 0.083

(0.068) (0.068) (0.063) (0.069) (0.066)
Constant 0.25* 0.37*** 0.35*** 0.29** 0.16

(0.13) (0.13) (0.12) (0.13) (0.13)
N 481 481 481 481 481
R2 0.061 0.083 0.056 0.090 0.056

Standard errors in parentheses
* p< 0.10, ** p< 0.05, *** p< 0.01
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concerns about a euro exit, although in the latter case, recall economic suffering

does not correlate with actual preferences for leaving the euro. Table 5 also shows

that firms that have more macroeconomic oriented worries are more concerned

with issues related to financial access and aggregate demand issues, as hypothe-

sized. Our final conclusion from table 5 is that political orientation remains uncor-

related with these specific euro prospective concerns, consistent with the evidence

above that finds weak or little evidence that political orientation as measured here

matters for euro-related preferences. Overall, we interpret this as stronger support

of specific prospective concerns about a euro exit as opposed to the retrospective

logic that focuses on firms’ blame attribution of the euro.54

The summary from this evidence on the euro is that given the complicated and

contradictory predictions that political economy models give for a major currency

exit, the main structural variable of EU export orientation is linked to prospective

concerns about such an exit, and overall against such an exit. The magnitude of

this variable is larger than that of economic suffering or political orientation,

which seem to matter less for this preference of external adjustment.

Austerity preferences

We now turn to discussion of the results regarding austerity preferences. Because

this questionwas binary in format, we estimate a logistic regressionwhere “1” indi-

cates opposition to austerity, and “0” support. Table 6 examines the dependent

variable of opposition to austerity. The first column considers just the firm-level

demographic variables and profit losses, and the latter columns introduce macro-

economic concerns and political orientation, respectively. We find that our stan-

dard firm structural characteristics do not explainmuch variation in the opposition

to austerity, as few variables, including the hypothesized variable of firm size,

matter. Nor are there differences across sector categories or most other character-

istics. Further, in terms of crisis-experience variables, economically suffering firms

are no more likely to be opposed to austerity.55 Thus the connection between eco-

nomic suffering and demands from the state for spending (as found in surveys of

citizens) do not appear in this firm-level data. The specific way in which the crisis

experience matters is via specific macro-level concerns; as the latter columns

show, firms that have macro-oriented concerns about demand and credit are

more likely to oppose austerity (moving from minimal to maximal such concerns

54 Table 5 also shows that the construction sector shows less concern about some of these euro

implications, at least relative to the service sector.

55 This finding suggests that it is unlikely that firms’ policy views, our overall dependent variable,

are endogenous to the firm’s experience during the crisis.
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increases opposition to austerity by nearly 30 percentage points). The role of the

crisis and views towards austerity thusmatters in terms of concerns that firms have

regarding the crisis, but not necessarily raw losses.

When we consider our third family of hypotheses, we find that political beliefs

matter a great deal. Our proxy of left-wing orientation is correlated with opposition

Table 6: Policy preferences—opposition to austerity

(1) (2) (3)

Explanatory variables:
Exports % 0.21 0.17 �0.093

(0.48) (0.48) (0.50)
Profit loss 0.22 �0.10 0.26

(0.81) (0.83) (0.87)
Macro v micro 1.02** 1.26***

(0.45) (0.48)
Left leaning 4.34***

(0.76)
Control variables:
Workers (log) �0.10 �0.12 �0.082

(0.13) (0.13) (0.14)
Manufacturing �0.35 �0.37 �0.16

(0.30) (0.30) (0.32)
Construction �0.47 �0.48 �0.57

(0.39) (0.39) (0.42)
Retail 0.11 0.13 0.22

(0.30) (0.31) (0.32)
Tradable 0.59** 0.60** 0.60**

(0.28) (0.28) (0.30)
Skilled �0.29 �0.31 �0.28

(0.23) (0.23) (0.24)
Union pres �0.57 �0.58 �0.60

(0.38) (0.39) (0.40)
Sector ump 0.16 0.19 0.25

(0.51) (0.51) (0.54)
Temp contract 0.029 �0.020 �0.092

(0.46) (0.46) (0.48)
Constant �0.045 0.31 �2.09**

(0.81) (0.83) (0.96)
N 432 432 432
pseudo R2 0.021 0.030 0.096

Standard errors in parentheses
* p< 0.10, ** p< 0.05, *** p< 0.01
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to austerity by a large magnitude, much more so than any structural indicator. A

one rank increase difference in blame between the two governments corresponds

to a 5 percentage point increase in opposition to austerity. Figure 2 displays the size

of this effect, with predicted opposition to austerity plotted against increasing left-

wing political orientation. As the figure shows, moving from minimum to

maximum left-wing orientation leads to extremely large changes in opposition

to austerity (with a peak of 0.8 probability of opposition). This suggests that

what matters in terms of relevant variation in firm-level policy preferences regard-

ing fiscal austerity is not the economic characteristics of the firm, but rather, the

political orientation of its managers.

We build on these austerity results to ask, why is economic suffering not cor-

related with opposition to austerity? To partially address this null finding, we posed

Figure 2: Left-wing orientation and opposition to austerity
Marginal effects based on estimations in column 3 of table 6; 95% confidence intervals.
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a follow-up question that assessed one plausible reason why firms may support

austerity, which is the extent to which the firm representative believes that the

size of the public sector has made the crisis worse. This variable is also coded

0–10 (with 0 indicating it has nothing to do with the crisis and 10 being that it is

the principal factor explaining the crisis), and rescaled 0–1 as with the other vari-

ables.We first note overall that 81 percent believe that the public sector’s role in the

crisis is above themidpoint level, and that 25 percent rank the public sector’s role a

10, that it is one of the principal factors explaining the crisis.

Table 7 presents estimations where this belief in the public sector as a problem

for economic recovery is the dependent variable, with the same firm-level covar-

iates and format of columns as in table 6. Again, as with the models predicting

opposition to austerity, we find little evidence that basic structural indicators

such as industrial sector differentiate firms much. As the most complete specifica-

tion in column 3 shows, controlling for the other covariates, firms that have eco-

nomically suffered are in factmore likely to believe that the size of the public sector

is a problem. Moving from minimum to maximum suffering increases negative

views of the public sector by 18 percentage points. This finding indicates that

the non-correlation between economic suffering and views on austerity cannot

be accounted for by firm views about the public sector, as firms that have suffered

actually have higher skepticism about the size of the public sector.56 It could be the

case that firm skepticism of the public sector is offset by some other concern,

unmeasured here, that results in lack of correlation of firm suffering with views

on austerity. Table 7 also shows that firms that have more macroeconomic-ori-

ented concerns are, as with their opposition to austerity, less likely to believe

that the public sector is a source of the crisis. These findings of crisis-specific

variables support the view that even though economic suffering does not really

differentiate firms in terms of austerity policy views, specific macroeconomic

concerns do. In fact, firms that have suffered believe the narrative that the

public sector is a culprit for the crisis, although that does not translate into outright

austerity support. Finally, as the third column of the table shows, left-wing oriented

firmmanagers are much less likely to believe that the public-sector size has been a

cause of the crisis; themagnitude of this variable is close to that of profit loss in size

(the minimum to maximum shift in left-wing orientation is approximately 16 per-

centage points). This finding further supports the relevance of political orientation

for austerity views.

56 Table 7 also shows that sector-level unemployment is also positively correlated with the belief

that the public sector has made the crisis worse.
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Support for wage devaluation policies

We turn to our final policy outcome of interest, support for internal devaluation.

Table 8 examines the correlates of the belief that policies resulting in nominal price

and wage cuts are a good strategy for firms. As with opposition to austerity, the first

Table 7: Believe public sector size is cause of crisis

(1) (2) (3)

Explanatory variables:
Exports % 0.017 0.023 0.033

(0.051) (0.051) (0.051)
Profit loss 0.17** 0.19** 0.18**

(0.085) (0.085) (0.085)
Macro v micro �0.076* �0.080*

(0.045) (0.044)
Left leaning �0.16**

(0.067)
Control variables:
Workers (log) 0.0082 0.010 0.0082

(0.013) (0.013) (0.013)
Manufacturing 0.012 0.013 0.0037

(0.032) (0.031) (0.032)
Construction �0.061 �0.061 �0.060

(0.042) (0.042) (0.042)
Retail 0.00059 0.0017 �0.00038

(0.033) (0.033) (0.033)
Tradable 0.017 0.016 0.019

(0.029) (0.029) (0.029)
Skilled 0.017 0.019 0.016

(0.024) (0.024) (0.024)
Union pres �0.023 �0.025 �0.027

(0.041) (0.041) (0.041)
Sector ump 0.11* 0.10* 0.10*

(0.054) (0.054) (0.054)
Temp contract 0.020 0.023 0.028

(0.049) (0.049) (0.049)
Constant 0.55*** 0.52*** 0.61***

(0.085) (0.086) (0.093)
N 481 481 481
R2 0.021 0.027 0.038

Standard errors in parentheses
* p< 0.10, ** p< 0.05, *** p< 0.01
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baseline specification shows that standard covariates do not explain much varia-

tion in support for deflationary policies.57 But firms with greater union presence

Table 8: Policy preferences—support deflation

(1) (2) (3)

Explanatory variables:
Exports % �0.044 �0.031 �0.015

(0.065) (0.064) (0.064)
Profit loss 0.16 0.21** 0.19*

(0.11) (0.11) (0.11)
Macro v micro �0.18*** �0.18***

(0.056) (0.055)
Left leaning �0.24***

(0.083)
Control variables:
Workers (log) 0.021 0.025 0.023

(0.017) (0.017) (0.017)
Manufacturing �0.014 �0.012 �0.027

(0.040) (0.039) (0.039)
Construction 0.021 0.021 0.023

(0.053) (0.053) (0.052)
Retail �0.045 �0.043 �0.046

(0.041) (0.041) (0.041)
Tradable �0.0097 �0.012 �0.0074

(0.037) (0.037) (0.036)
Skilled �0.034 �0.029 �0.034

(0.030) (0.030) (0.030)
Union pres 0.19*** 0.19*** 0.19***

(0.052) (0.051) (0.051)
Sector ump �0.021 �0.024 �0.025

(0.068) (0.068) (0.067)
Temp contract 0.047 0.055 0.062

(0.062) (0.061) (0.061)
Constant 0.29*** 0.23** 0.36***

(0.11) (0.11) (0.12)
N 481 481 481
R2 0.050 0.070 0.087

Standard errors in parentheses
* p< 0.10, ** p< 0.05, *** p< 0.01

57 As the table shows, sector indicators and other firm-level covariates do not correlate with

support for this policy.
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are strongly more supportive of this strategy by about 18–20 percentage points

(moving from minimal to maximum union presence). We also find a consistent

positive relationship between having suffered in the crisis and deflationary poli-

cies, although this effect is imprecisely estimated in the first specification

(p< .12); the magnitude in columns 2 and 3 of minimum to maximum profit

loss is nearly 20 percentage points. Firms that have macro-oriented concerns

about demand and credit are also less likely to support deflationary policies

(moving fromminimal tomaximum values on such concerns increases opposition

to deflation as a strategy by 17–18 percentage points). Again, as with opposition to

austerity, regarding our proxy of political orientation, we also find that this variable

is correlated with opposition to deflationary strategies by a large magnitude.

Moving from the smallest to largest amount of the political orientation variable

leads to a significant 24 percentage point reduction in support for deflationary

strategies. Thus, consistent with expectations from literature on ordinary voters,

left-wing managers are much more opposed to deflation.

In the theoretical section we suggested two reasons why firms with a higher

union presence might prefer lower wages, as unions can help structure wage

reductions to avoid conflict, or, because firm managers might believe that strong

union presence keeps wages artificially too high. While we do not have a direct test

that can arbitrate among these variables, we use a follow-up question that asked

about firms’ views about the economic consequences of unions. The question

asked the firm to assess on a 0–10 scale whether unions were beneficial or not,

with 0 indicating that the firm thought that unions were completely negative,

and 10 indicating completely positive. 44 percent of firms rated unions as 0 on

this scale, and only 22 percent of firms rated unions as a score higher than 5. If a

negative view of unions is correlated with union presence, then that would indicate

that one potential channel of support for deflation is via negative views of unions

and their presence in firms.58

To test for this, we estimate as before an OLS model where the firms’ view of

unions is rescaled 0–1, with higher values indicatingmore positive views of unions,

with the same demographic controls and attitudinal variables as before. We

present these results in table 9. The key results we note are that the structural var-

iable of union presence in the firm is positively correlated with positive perceptions

of unions (not negative, as one might expect), and that the variable of profit loss in

these specifications are uncorrelated with union views. Thus, the connection

between the union presence variable in table 8 with support for deflationary strat-

egies is not necessarily via union hostility. Table 9 also shows that, as with previous

58 Other research demonstrates that union hostility can be linked to beliefs that members are

undeserving of strong job protections, at least within the US population (Kane andNewman 2017).
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results, left-wing oriented firm representatives aremuchmore positive towards the

role of unions; this again by far is the highest magnitude variable in the estimation,

as moving from minimum to maximum left orientation increases support for

unions by 28 percentage points on the scale, or more than one standard deviation.

This finding further supports the notion that on contentious domestic policies,

Table 9: Belief that unions are positive

(1) (2) (3)

Explanatory variables:
Exports % 0.072 0.068 0.050

(0.049) (0.049) (0.048)
Profit loss 0.022 0.0060 0.025

(0.080) (0.081) (0.079)
Macro v micro 0.053 0.060

(0.042) (0.041)
Left leaning 0.28***

(0.062)
Control variables:
Workers (log) 0.017 0.016 0.020

(0.013) (0.013) (0.012)
Manufacturing �0.0085 �0.0091 0.0080

(0.030) (0.030) (0.029)
Construction �0.0081 �0.0080 �0.010

(0.040) (0.040) (0.039)
Retail 0.016 0.015 0.019

(0.031) (0.031) (0.030)
Tradable �0.047* �0.046* �0.052*

(0.028) (0.028) (0.027)
Skilled �0.012 �0.014 �0.0084

(0.023) (0.023) (0.022)
Union pres 0.14*** 0.14*** 0.15***

(0.039) (0.039) (0.038)
Sector ump 0.014 0.015 0.017

(0.051) (0.051) (0.050)
Temp contract 0.030 0.027 0.020

(0.046) (0.046) (0.045)
Constant 0.11 0.13 �0.019

(0.080) (0.081) (0.087)
N 481 481 481
R2 0.054 0.058 0.097

Standard errors in parentheses
* p< 0.10, ** p< 0.05, *** p< 0.01
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proxies for political orientation are more correlated with policy views than firm-

level structural characteristics.59

Section 5. Discussion

In this study we present one of the few systematic analyses of firm-level prefer-

ences for policies to respond during times of economic crisis, with a large repre-

sentative survey of firms from a crisis-hit country. We present a wealth of new data

that measures both key policy preferences and a battery of potential mechanisms

relating firm characteristics to such preferences. We first summarize the main

takeaways from the study, and then discuss implications and extensions.

Our evidence indicates that firms overall support a more conservative status

quo policy package, the components of which include staying in the Eurozone,

support for fiscal austerity, and support for internal devaluation. Regarding poten-

tial reasons for such preferences, we find a majority of firms have a positive dispo-

sition towards the euro and are concerned about many possible negative scenarios

of a euro exit. On the domestic front, we find that amajority of firms believe that the

public sector does have a role to play in the duration of the crisis, and believe that

unions are a negative economic force. Overall, these results suggest that to the

extent that the general Spanish public, or populations of other crisis-hit countries,

are opposed to the current status quo policies of responding to the crisis, firm rep-

resentatives seem on balance more supportive.

We observe variation in such preferences, and our objective was to test differ-

ent families of theories to explain such variation, with particular theoretical atten-

tion to the roles of structural factors, economic suffering, and political orientation.

From our analysis, we draw several main conclusions, some of which challenge

existing assumptions and call for refinement of measurement and theories of busi-

ness policy preferences. Returning to the table of predictions, we first note that, the

political leanings of firm representatives matter substantively more for domestic

policies than for the euro, which previous theories do not focus on. And in the

case of domestic policies, overall, our measure of political orientation is often

the highest magnitude variable and strongly correlated in hypothesized direc-

tions—left-wing firm representatives are markedly more anti-austerity, anti-defla-

tion, and correspondingly less likely to blame the public sector and think unions

59 We also note that in table 8, when we control for union orientation, it is uncorrelated with a

preference for deflationary policies. These findings build on previous studies of firm-level data in

Spain, but examine many more policies and provide much more discussion of why firms would

vary in such preferences (Fernández-Albertos and Kuo (2016)).
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are negative. However, this political orientation is not consistently correlated with

views about the euro. This indicates that political orientation might be more rele-

vant regarding policy options where the firm-level consequences are either more

directly visible, or where the political debate around these issues has been more

politically polarized, as is the case with spending and labor-market reforms in

Spain and in other Eurozone economies. The strength of this finding suggests

that future research should focus on how and under what circumstances these

political leanings of business matter for policy-making.

Second, a striking finding from the data is that many basic structural variables

such as the sector, size, and tradability of productsmatter relatively little for under-

standing variation in firm preferences. Knowledge of these obvious characteristics

reveals little about how the firm representative thinks aboutmany of these policies.

This is not to say that structural features do notmatter—in two of the three policies,

we laid out predictions regarding export orientation (for the euro), and union pres-

ence (for wage deflation), and found that such characteristics do matter. But it is

surprising howmany basic features of firms are less relevant regarding most policy

preferences.

Third, we find little evidence that economic suffering itself is a major driver of

policy preferences for firms. It matters little regarding euro attitudes and for aus-

terity. In fact, regarding the latter, we suggest one reason why firms that have not

suffered are not more anti-austerity is that they have the opposite set of attitudes

towards the state; those firms believe that the size of the public sector is a persistent

factor prolonging the crisis. As economic suffering is correlated with skepticism of

the public sector and support for deflation, this is evidence that profit loss does not

necessarily firms to the left, as it appears to for voters in crisis-hit countries.

Regarding our other measurement of crisis-specific concerns, we do find that

firms that have greater concerns about aggregate demand and credit are more

opposed to austerity and deflation. Thus, in further theorizing about the role of

economic losses, it is important to disentangle raw losses from specific concerns

facing firms.

This broad conclusion from the data has theoretical implications. The fact that

political orientation of firmmanagers seems tomatter more than economic suffer-

ing, and that the latter does not seem to greatly matter for many domestic policies

in anticipated left-wing directions, could partially explain muted demand in the

business community for austerity and the absence of coalitions with other

groups, such as organized labor. Economic losses in fact make policies to reduce

wages even more attractive and are linked to skepticism of the public sector. On

issues where political orientation might match more conventional rhetoric

about partisan support for various policies, the political division among firmman-

agers could matter much more so than previously thought.
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The objective of the study was not to definitively arbitrate among these com-

peting families of theories, as certainly all should be relevant in explaining firm

preferences for certain policies. Rather, we view one of our contributions as

showing the importance of additional variables beyond structural features that

have an independent effect on firm preferences, such as firm-level concerns

about the crisis and political orientation. Future work might more precisely disen-

tangle additionalmechanisms linking both orientation and crisis concerns to other

policies. There certainly could be selection effects in terms of certain politically ori-

ented firm managers choosing particular industries or believing policies are ben-

eficial for firm profitability. Another contribution we think should be extended

upon is understanding why firms that have suffered more do not appear to be a

large constituency for ending austerity, as they have stereotypical conservative

views of the role of the state in the crisis.60 Certainly, sampling much larger

firms would provide a complementary view of how firms of very different sizes

might view the crisis differently. Our results indicate the value of measuring

more in-depth other aspects of firm-level managers’ political orientations, as

those are most tightly linked to policy views.

A final important open question is how these preferences translate into busi-

ness strategies to influence policies. Future research should more rigorously

measure the relationship between specific policy preferences and incentives to

either convey such preferences to lobbying associations, government authorities,

or political parties directly. This agenda would allow for testing which policy pref-

erences are in fact most important to firms.

Supplementary material

To view supplementary material for this article, please visit https://doi.org/10.

1017/bap.2017.35.

60 Hertel-Fernandez (2016).
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Appendix

Table A: Firm concerns about the crisis
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