Why People Fear the European Single Currency?
A Comparative Analysis of Public Opinion
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1. Introduction

As the deadline set by the Maastricht Treaty for the final step of
the European Monetaty Union (EMU) approaches, the concerns of
the public seem to be increasing, especially in some countrics. Since it
appears unlikely that politicians will be able to manage such an
important project without public consent, it becomes crucial, first of
all, to understand if these feelings are correct and especially to
understand the reasons for these concerns. Only in so doing shall we
be able to evaluate a certain number of political items that will be on
the agenda in the next few months, like for example, the interpret-
ation of the Maastricht Treaty, the number of countries that should
be admitted to Stage Three of the EMU, etc.

I will consider these questions by looking at the survey produced
every six months by the Exrobarometer on behalf of the European
Commission. Since the beginning of the *70s a certain set of questions
has been asked to a representative sample of the population in each
member state (the last published survey contained data collected in
December 1994).! The quality of this “official” information and the
fact that we can combine it with other macroeconomic data give us a

unigue opportunity to tackle some of the important issues previously
mentioned.

—_——

O Banca Commerciale Ttaliana, Milan (Ttaly).

_ ' The last data are published in European Commission, Burobarometer, no. 41,

iggl;g 1995; for historical data see European Commission, Exrobarometer Trends 1974-
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1. Tt is often argued that people (notably Germans) are against the
European single currency because they are afraid about its future
stability. The political consequence of this hypothesis is that the
Maastricht Treaty should be interpreted in a restrictive way so as to
allay people’s fears.

As Chart 1 shows, the correlation (and the rank correlation)
between the percentage of people who are against the single currency
at the end of 1994 and the increase in the ptice level during the last
five years is positive, as expected, but not so high. Similar results have
been observed over different time spans. In fact, even though the
three countries where the majority of the population is against the
single currency (Denmark, the United Kingdom and Germany) have
recently exhibited low inflation, it is also true that other countries
with an even lower rate of inflation, like France, Belgium, Ireland
and Luxembourg, reveal a much better attitude with respect to the
FEuropean currency.

Overall, a strict interpretation of the Maastricht Treaty by the
participating governments could be useful but I do not think this will
dissolve the public’s concerns.

2. Buro-sceptics often argue that technoctats are the people who are
more in favour of the European Union in general and the single cur-
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rency in particular. This means that countties with a smaller bureau-
cratic apparatus, i.e, in first approximation with a small public sector,
should have a worse attitude with respect to EMU.

To verily this hypothesis we have used several indicators of the
size of the state presence; for example, total public expenditure over
the Gross Domestic Product, general taxation over GDP ot a combi-
nation of both. In every case the correlation between them and the
percentage of people against the single currency in the different
countries appears very close to zero (see Charts 2a and 2b). In fact
some couniries, like Denmatk, have a large public sector and are
against the idea of the European curtency, while others with a small
public sector, for example, Treland, Portugal and Spain are more in
favour of the single currency.

As we will see later, at a micro level, usually the more market-
otiented people, like the self-employed and the managers are more in
favour of Europe, so that the thesis proposed by the Euro-sceptics
about technocrats is not confirmed by the data.

3. It is reasonable to think that small countries are more in favour of

the EMU since they are less able to control their monetary policy.

CHART 2a
PUBLIC SECTOR DIMENSION AND EUROPEAN SINGLE CURRENCY
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Chart 2b
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Even this hypothesis finds little support in the data: the corre-
Jation between the size of each country (measured in Chart 3 by its
population) and the unpopularity of the single currency appeats low,
even though positive. Some small countries like Denmatk are very
much against the idea of the EMU, while other large countries, like
Ttaly, are very much in favour of it.

4, Tt is usually assumed that more information about the Maastticht
Treaty will help people to appteciate the benefits of the EMU.
Apparently, at a country level, this hypothesis seems wrong:
Chart 4a shows a positive and marginally significant correlation
between countries whose population is most against the single cur-
rency and countries in which a higher percentage of the population
has heard something about the Maastricht Treaty; similar results are
obtained in Chart 4b where the percentage of people against the
single cutrency is in relation to a “general indicator of public infos-
mation” about the European Union. The latter is calculated by
Eurobarometer, derived from detailed questionnaires concerning
European affairs. In this respect it is interesting to note that Ttaly is
always one of the countries with the lowest level of information,
whereas in England there is a big gap between some awareness of the
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CHART 3
COUNTRY SIZE AND EUROPEAN SINGLE CURRENCY
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CHart 4a

AWARENESS OF MAASTRICHT TREATY AND EUROPEAN SINGLE CURRENCY
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Maastricht Treaty and more general information about the Furopean

Union, which I consider a better indicator of people’s knowledge.
Before drawing any conclusion about the importance of the level

of information on public attitude, it is better to consider the micro
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CHarT 4b
LEVEL OF INFORMATION ABOUT EU AND EUROQOPEAN SINGLE CURRENCY
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results, which show, as we will sce later, that in every couniry the
more informed people usually give a better judgement on European
affairs.

5. Tinally, it would be interesting to examine what is the relationship
between the opinions that people have about the single currency and
their opinions of the European Union or, more generally, the process
of unification in Western Europe, EU membership, etc. It is often
noticed, for example, that the Germans are in favour of the EU but
not of the EMU.

Chart 5a and to a lesser extent Chart 5b show that, even though
the level of public lack of appreciation of the different European
projects vaties, thete is a very high correlation between them. This
means that, in order to understand the difficulties that in some
countries the single currency project now incurs in some countries, we
have to understand the more general problems related to the Euro-
pean construction.

6. As mentioned earlier, it is several years now that the Eurobaro-
meter has been addressing vatious questions to the EU population.
This provides us with the opportunity to induce a time dimension in
our analysis. Unfortunately, given the fact that the single currency is a
velatively new concrete political issue, the questions related to this
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| CHanr 5a
SINGLE CURRENCY AND UNIFICATION OF WESTERN EUROPE
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In contrast to the standard opinion, ovet the last two years
{ending in winter 1994), on average there has been a slight increase in
enthusiasm within public opinion with respect to the idea of Monet-
ary Union, However, this movement is insignificant and not common
to all European countries. For example, the supporters of the single
currency have increased in Germany and Luxembourg and decreased
in Portugal, Italy, Greece and Spain (See Chart 6).

7. Given the limitations existing on single currency data, it may be
useful to look at the time series data concerning general opinion
about the process of unification in Western Furope or the value
attributed to Buropean Union membership, for which the Eurobaro-
meter has collected data for more than fiftcen years. These variables
may be a good “proxy” for understanding the evolution of the
problem we address (the EMU) given the strong correlation pre-
viously obsetved. .

What is surptising when we look at data on the general support
for Western Furopean integration or Furopean membership is its
strong stability over time. In other words people in different coun-
tries generally change their attitude very slowly with respect to these
question. Certainly between 1990 and 1993 support for the idea of

Cuarr 6

DYNAMIC OF % OF PEOPLE AGAINST THE SINGLE CURRENCY
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Europi see}llrns to have bad some difficulty, but taken over the last 15
z::;]sbt 1:e lf an}%es appear smoother and in favour of Furopean Union
ership, At a countty level the increasin lari
within Belgium, Denmark, Greec o the Oy
i , . e, Ireland, Portugal i
Kingdom appears particulatly interesting.? fal and the Unfred
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8. When we turn to micro data and try to see what role the socio-

demographic and th i e
e socio-political vari , -
results emerge. P variables play, some interesting

females {% hlzdail?gf are more in favour of the European Currency than
emales. Lhis diftrerence seems to decline over ti : .
significant (Chart 7). ver time but still remains

i) Young people seem to have i
) : a better attitude th
Sli(fifi];;ly with respect to the idea of Currency Union, In this c:;:a tiz
ences seem quite stable over time, so that onl' jorl
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SEX AND % IN FAVOUR OF SINGLE CURRENCY e
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? See Charts printed on Eurobarometer, no, 41,
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Chary 8

AGE AND % IN FAVOUR OF SINGLE CURRENCY

i) Better educated people are much mote in favour of the

ingle cutrency. There is a gap between people who attend or

probably will attend University (i.e. who finish their studies at 20+
years of age or who are

still studying and are 15 years old or more)

and people who do not (Chart 9).

respect. In fac

jv) Also occupation seems to play an imporiant role in this
¢ self employed people, managers and other white

collar workers are much more pro Monetaty Union than manual
workers, housewives or the unemployed (Chart 10).

v) Finally, as mentioned before, at a micro level people who
are more informed about European institutions appear closer to the
idea of a Furopean Currency (Chart 11).

9. After illustrating all of these results, probably the most interesting
piece of evidence wseful in solving our problem could be found in the
answets to this question: “Among the following statements could you
tell me the main reasons for your fears about the single market?”.
As shown in the Table the situation appears very different in the
various countries. In general terms, on the one hand there are
countries in which people fear the Single Market for nationalistic
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