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A first comparative review of consumers’ reactions to the introduction of euro notes and coins as seen by a panel of Consumers’ Associations and Member States Authorities

Information Note by Commission Services

Summary

This note is based on information received up to 12 February 2002
.

The overall assessment by Consumer Associations and Public Authorities is generally very positive. Price understanding and fears of price increases are the only potential problems which remain and are of concern for consumers.

· Generally speaking, Member States Authorities give a positive and optimistic assessment of the changeover and consumers’ reactions.

▪ The few problems that have occurred during the first days are minor and rather anecdotal compared to the scale of the operation. They have been quickly resolved.

▪ Consumers generally accepted the euro notes and coins with great curiosity and often with enthusiasm. The number of payments in cash often increased.

▪ Many note, nevertheless, that consumers had some difficulties in understanding the value of prices in euros, and in accepting the 1 and 2 cent coins.

▪ The European and National price stability agreements seem to have been well respected.

▪ On the basis of theoretical studies and very preliminary observations, price trends do not give much cause for concern. Nevertheless, price trends and retailers’ reactions remain under strict surveillance. 

▪  The euro-zone annual inflation rose from a revised 2.0% in December 2001 to 2.7% in January 2002. But according to flash estimates issued on 28 February by Eurostat, it is expected to be only 2.5% in February.

▪  Euro-indicators published on 28 February by Eurostat show that the month-on-month change in the euro-zone HICP from December 2001 to January 2002 was 0.5%. The euro changeover effect on this increase most likely falls within the range of 0.0 to 0.16 percentage points. Non-euro factors in particular bad weather resulting in very large increases in vegetable prices and some significant tax increases on tobacco - can, according to initial analyses, explain as much as 0.34 percentage points of the change. The remaining price increase is thus estimated at most at 0.16 percentage points.

▪  Assessments of the HICP components for January 2002 at the most detailed level highlight unusual price increases - and therefore the possibility of changeover inflation - mainly for a range of services such as those provided by restaurants and cafes, some health-related services and some repair services.

· Consumer associations recognise the overall smoothness of the technical changeover, as well as, the generally positive and confident response on the part of consumers. But they are somewhat more critical. They point to many small technical problems during the first few days, particularly in relation to banks, which have now disappeared. Their main remaining concerns are twofold:

· They note that consumers find it difficult to understand and memorise prices and understanding values in euro. If nearly all consumers pay in euro, many still think in their national currency. This may reduce price awareness and have a negative effect on the pricing of products when dual pricing ends.

◊ This raises two questions : First , whether dual pricing should be continued (and for how long?) or not;  Second, once dual pricing is suppressed, would it be useful to have some price awareness information campaigns to help consumers to understand better the value of prices in euro.

There is a clear feeling among consumers that the euro had an inflationary effect. This sentiment is based on anecdotal evidence regarding price increases on low value goods and services, on Press reports and surveys by consumer associations and limited price panels.  Even if some, limited, price rises have been noted on certain low price goods and services, the concern of consumers over the effect of the euro on prices may have been exacerbated by their difficulty in understanding the value of prices in euro and, more specifically, in cents. 

◊ Consumer Price indices are based on much larger samples and are weighted according to final household consumption expenditure. Although specific expenditure groups may show marked changes the all-items index will not necessarily show a detectable euro effect. Hence, it is necessary to provide consumers with timely and accurate information on price developments.

<NB: Please note that as regards the Commission(Eurostat) there is no specific price monitoring other than the regular  HICPs which will continue - anyway - monitoring prices after the dual pricing period ends.>

Part I gives a quick overview of consumers reactions as seen by National authorities and by consumer associations, country by country (see footnote 1).

Part II analyses consumer prices behaviour and the changeover to the euro for the year 2001 and the very first results for January 2002, as well as information collected by Eurostat during a meeting of national price statistics experts held on 4 and 5 February 2002. 

PART I

COUNTRY ANALYSIS: AN OVERVIEW

BELGIUM

1 - General situation 

Public authorities’ perspective:

 The overall progress of the changeover operation for consumers is rated as excellent/very good. It went very well for the vulnerable groups of the population. Belgian citizens showed great interest in and enthusiasm for this new event. No major technical problems occurred, with the exception of some banks charging a commission for converting national currency into euro, a problem that has since been resolved. 

Consumer associations’ perspective:

The overall progress of the changeover operation for consumers is rated as very good with occasional problems. Information measures have been very good and consumer reaction to these measures good. There was criticism that the different ministers in charge of the euro each launched their own information campaign without sufficient co-ordination. Sometimes the information given was contradictory and scattered. For instance, although it was said that: “the euro will be here at midnight” many ATMs were empty or issued Belgian francs. The information campaign did not tackle until very late many of the questions raised by consumers.

◊ The main problems that consumers face are:

- In comparing and memorising new prices;

- In recognising and using the new coins and notes and in understanding bills, receipts, pay slips and bank statements. 
2 - Price adjustments

Public authorities’ perspective:
 The level of implementation of the price stability agreement is rated as good. SMEs have not signed up to this agreement, however, but large retail shops/ supermarkets are respecting it. A survey carried out every month in 3,000 shops with 15 different products and services in each shop, shows that from April to December 2001 prices had increased by less than 2%. In January 2002, a price decrease was noted in some sectors (large retailers, electrical household appliances, small and medium-sized shops).   The total number of price decreases is three times higher than in January 2001. The exceptions are cafés, hotels, restaurants and bakery shops, where some prices increased up to 3.9%.  It is however impossible to say that this is due to the euro.  In general, the situation is not considered as alarming. 

Consumer associations’ perspective:

It is consider that the price stability agreement has only occasionally been respected. Price increases, especially in hotels, restaurants and cafés and the services sector, are the major complaint made by consumers.  Test-Achats carried out a survey, involving a limited number of products, which tends to demonstrate that price rises could be linked to the euro.

3 - Follow up

- Dual pricing.

Will end on 1 March 2002.  
- Price monitoring. 

The monitoring of price trends will be continued as the possible effects of the euro could emerge in March and April. The Inspection de Finances may react to “excessive” price increases but not prosecute.

GERMANY

1 - General situation 

Public authorities’ perspective:

The overall assessment is very positive: “there were no major incidents, just some anecdotal events; the cash changeover took place without problems, even better than foreseen by the real optimists”. Consumer confidence was very low until the end of 2001, when the mood suddenly swung in favour of the new currency. The good acceptance of the euro is to a certain extent also due to the fact that the conversion rate is rather simple (more or less 1:2) and makes prices look lower. 

Consumer associations’ perspective:

The overall progress of the changeover operation is rated as very good. Information measures and consumer reaction to these measures have been good. Consumer confidence is very good. Banks were criticised for providing currency exchange services only for their customers. Technical problems did arise with some vending machines when the non-German euro coins were used. The main complaints concerned long queues in banks (frequently) and price increases (frequently/occasionally). 

◊ Only occasionally are  consumers reported to experience problems in comparing and memorising new prices. 

2 - Price adjustments

Public authorities’ perspective: For the Statistiches Bundesamt and the Deutsche Bundesbank, a study shows that the influence of euro-induced price change on individual indices was estimated at between 0 and 0,5 percentage points for the period January – October 2001. Since June 2001, the Consumer Institute of Applied Research (Institut für angewandte Verbraucherforschung - IFAV) has been carrying out regular studies to monitor prices. The latest study was conducted in January 2002 in 100 shops, banks and the services sector with 841 different products. With regard to shops, price changes were observed in 51% of cases since June 2001: 49% price increases and 51% price decreases. With regard to banks, a price change was observed in 36.2% of cases: 52.9% price increases and 47.1% price decreases. Most remarkably, however, were the results  of the services sector: 75% of price changes  after the changeover, of which over 80% were price increases, ranging between 0.24 and 48.5. 

Consumer associations’ perspective:

The stability of prices is considered as quite satisfactory despite some occasional price increases in 2001. Nevertheless, complaints about price increases considered as linked to the Euro are frequent/occasional. 2/3 of price changes is thought to be attributable to the euro, in an attempt to set “psychological” prices. But this is difficult to prove, as the subjective feeling of price increases is not reflected in any studies.

3 - Follow-up

- Dual pricing. 

The voluntary agreement is to be continued until end February 2002.  
- Price monitoring.

Depending on the results of the January and February price indexes and surveys, further specific monitoring may take place in March. However, it seems that so far the euro has had no real impact on price trends. 

GREECE

1 - General situation 

Public authorities’ perspective:

Public confidence is considered as very satisfactory. Most consumers believe that the euro will prove beneficial both for the economy as a whole and for individuals. Information measures have been very good and consumer reaction to these measures has been good. However, despite the two euro information programmes, only 54.4% of the public feel satisfied that they have been adequately informed about the new currency. The degree of satisfaction rises up to 68.7% for the television part of the euro information campaign. Problems and complaints, with the exception of price increases, have been registered only occasionally. Occasional incidents in converting prices have occurred mainly in small shops. People dislike the small coins, especially the 1 euro cent coin, and believe that — on the basis of their past inflationary experience — these will soon disappear from circulation.

Consumer associations’ perspective: 

Consumer associations paint a less positive picture . The overall progress of the changeover operation is rated “with occasional problems”. Information measures have been fair and consumer reaction to these measures has been very good. Complaints are frequently made about errors in conversion or incorrect dual display of prices and about price increases and long queues. 

◊ There are frequent problems with comparing and memorising new prices and understanding bills, receipts, pay slips and bank statements. Only 7% of consumers seem to understand the prices they are paying.

2 - Price adjustments

Public authorities’ perspective: 

Two memoranda on price stability were signed in the summer of 2001. The last price index survey shows that these are generally respected, especially by supermarkets. Nevertheless, many complaints regarding price increases in small shops have been received. In an opinion poll conducted in January, 42% said they had encountered “unjustified” price increases. However, studies that have already been carried out seem to show that the introduction of the euro has not had any significant impact. Price increases for food products are more likely to be the result of crop failure due to bad weather.

Consumer associations’ perspective: 

The implementation of the price stability agreement is considered as only fair. Consumer associations noticed increases in prices, mainly in hotels, restaurants, cafés (in particular small fast-food shops and bars), the services sector, taxis and bakery shops. The Government was criticised for having rounded up its own prices.

3 - Follow up

- Dual pricing. 

At least until 28.02.2002, but may be continued longer.  
- Price monitoring.

A complete report on the trends in prices and any effect that the euro might have had will be published in March. 

SPAIN
1 - General situation 

Public authorities’ perspective: 

Data provided show an extremely positive picture. The overall progress of the changeover operation for consumers is rated as excellent. Information measures and consumer reaction to these measures have been excellent. Consumer confidence in the changeover is very good. During the first few days, there were certain technical problems with banks and ATMs not always being able to distribute enough euro notes, along with long queues at the tills. No further particular problems arose and the local observatories solved any that did arise. 

◊ It has been acknowledged that there may be some initial problems for consumers in recognising the new coins and notes and occasional problems in comparing and memorising new prices . 

Consumer associations’ perspective: 

Consumer associations are less positive. The overall progress of the changeover operation is rated as “with occasional problems”/problematic. Information measures have been fair and consumer reaction to these measures has been good/fair. Consumer confidence in the changeover is rather good. Associations dealing with vulnerable parts of the population give a positive evaluation. 

◊ The main problem faced by consumers is comparing and memorising new prices and understanding bills, receipts, pay slips and bank statements. 
2 - Price adjustments

Public authorities’ perspective:

The level of implementation of the price stability agreement is rated as very good. It is observed that the general impression of the public, however, is that prices have increased, even if complaints about price increases linked to the euro are rare. Whether or not the euro is the cause of the price increases still remains to be demonstrated. Nevertheless, no final study has yet been published.

Consumer associations’ perspective: 

Once again, consumer associations paint a less positive picture. The level of implementation of the price stability agreement is rated only as fair. Complaints about price increases linked to the euro are very frequent. They are judged very common for hotels, restaurants, cafés and the services sector as well as for transport (bus, metro), cinemas and games of chance.
3 - Follow up

- Dual pricing. 

Will be continued at least until June 2002  
- Price monitoring. 

A report on price monitoring carried out in the month of January will be published in February. Two brief studies focussing on likely effects of rounded price date in euro are currently being carried out for January and February.  The objective is to assess rounding effects and the degree of adaptation to the new currency in all outlets.

FRANCE
1 - General situation 

Public authorities’ perspective: 

The overall progress of the changeover operation for consumers is rated as very good. Information measures have been excellent and consumer reaction to these measures has been very good. Consumer confidence in the changeover was measured by a survey conducted by SOFRES on 11 and 12 January. 94% of consumers believe that the introduction of the euro went well or very well, 83% are satisfied with the changeover and 81% believe the euro is positive for France. Due to a high turnout during the first few days, consumers encountered difficulties in exchanging small amounts of money or coins in banks. 

◊ Consumers are reckoned to often have problems understanding prices and values and sometimes also in recognising and using the euro coins and notes. 

Consumer associations’ perspective:

The overall progress of the changeover operation for consumers is rated as good with occasional problems. Consumers felt that a number of banks did not provide the services they had expected (banks did not give cash in exchange but credited customers’ accounts, no services for non-customers, no possibility of exchanging franc coins or notes from other euro zone countries). Information measures and consumer reaction to these measures have been very good/good. Public confidence in the changeover is rated as good. An early survey showed that 76% of elderly people had had no difficulty with the changeover to the euro.

◊ Consumers very frequently have problems in comparing and memorising new prices and frequently in recognising and using the new currency. 

2 - Price adjustments

Public authorities’ perspective:

The level of implementation of the price stability agreement is rated as excellent. Occasional complaints have been made concerning price increases linked to the euro in hotels, restaurants and cafés and in the services sector. Data collected between 7 and 10 January by the Ministry of Finance on the prices of 20,000 products and services show an overall stability in large retail shops and in small neighbourhood shops. In other sectors, slight increases averaging between 0.1 and 0.4% were registered, but, 1.8 % high in cafés and restaurants.  

Consumer associations’ perspective:

Consumer associations rate the level of implementation of the price stability agreement only as fair, i.e. the agreement is respected in several sectors but there are still large sectors where it is not respected. All point out that they have systematically received complaints about price increases, some even in supermarkets. Surveys carried out by some consumer associations show large price increases for certain newspapers and for products sold via mail order, as well as in services provided in cafés and restaurants.

3 - Follow up

- Dual pricing. 

Following a notice issued by the Conseil National de la Consommation (CNC) dual pricing will continue up until 30 June 2002. The CNC, on the basis of observatories’ monitoring  will examine whether or not dual pricing should be continued after this period.    
- Price monitoring.

The monitoring of prices by the Ministry of Finance will be continued until 30 April and the study of possible euro changeover effects up to December 2002

IRELAND
1 - General situation 

Public authorities’ perspective:

The overall progress of the changeover operation for consumers is rated as very good. Information measures have been excellent and consumer reaction to these measures has been very good. On 1 January 2002, people were queuing in front of the Central Bank, the only bank open that day, in order to withdraw their first euro out of curiosity and to celebrate the event. The only frequent complaints were about businesses not accepting Irish punts during the dual circulation period.

Consumer associations’ perspective:

Consumer associations give the same positive picture. The overall progress of the changeover operation for consumers is rated as excellent. Information measures and consumer reaction to these measures have been excellent. The converter sent to homes had been very well received. Only occasionally did consumers face problems and complaints were only occasional as well, except as regards price increases. The only technical problem seemed to have been that, because of difficulties in issuing new chequebooks, customers had been told that old cheques could still be used. 

2 - Price adjustments

Public authorities’ perspective:

The level of implementation of the national commitment to stabilise prices is rated as good. However, complaints about price increases linked to the euro are frequent. A survey of 2,500 consumers shows that 40% believe that a general price increase has occurred, especially in hotels and restaurants, in the services sector and occasionally in small shops. 

Consumer associations’ perspective:

Consumer associations rate the level of implementation of the national commitment to stabilise prices only as fair, i.e. the agreement is respected in several sectors but there are still large sectors where it is not respected. Prices are thought to have risen unusually between the middle of 2001 and October 2001. Cafés, fast-food establishments and pubs have not signed the agreement on price stability, and consumers are convinced that prices have increased, although this had not yet been proven. Most complaints of price increases were observed in the services sector.

It must be noted that, Ireland is the only country where the conversion rate is less than 1 (0.78756), conducing to figures in euro higher than in Punt.

3 - Follow up

- Dual pricing.

The National Code of Practice on Euro Changeover provides for dual pricing until 9 March. Due to a VAT increase of 1 % to be introduced on 1 March, dual pricing is likely to end from then on.
- Price monitoring. 

A research is being carried out by the National Statistical Institute in cooperation with the Central Bank focussing on suppliers of goods and services with the potential to take advanctage of the euro changeover and increase prices.  Results are confidential.  No other specific analysis has been reported.January results of the consumer price index will be published on 28 February 2002. 

ITALY 

1 - General situation 

Public authorities’ perspective:

The overall assessment is rather positive. Consumers have perceived the national institutions’ information campaign during the last months of 2001 and in 2002 as good. Nevertheless, there were many practical problems related to queues, ATMs, banks, etc. during the first week and many consumers’ complaints and press reactions regarding price increases, the difficulties to manage change and the uselessness of the 1 and 2 cent coins. The latter induced an increase in electronic payments during the first half of January (+ 61 %). 

◊ Problems in understanding  prices, bills, receipts etc. in euro, are considered as frequent.

Consumer associations’ perspective: 

The overall progress of the changeover operation for consumers is rated as “with occasional problems”. Information measures and consumer reaction to these measures have been good to fair. However, consumer confidence in the changeover is good. The overall view is positive, despite the considerable problem with queues during the first half of January. Apart from complaints about price increases (see below), most other complaints concern the difficulties of using the small-denomination coins. The small size of the 1 and 2 cent coins, making them hard to recognise, is criticised. 

◊ The main problem remains the understanding of prices and values in the new currency (prices, invoices, etc.). 

2 - Price adjustments

Public authorities’ perspective: 

The price stability agreement is respected in several sectors, but there are still large sectors where it is not respected. Initial price statistics from ISTAT show an increase of 0,5% from December 2001 to January 2002. However, less than half of this could be due to the euro, the other half being attributed to tendencial factors as the effects of the bad weather on food prices. All in all, the tendency for 2002 would be a decrease of prices. But, following a poll by Eurodisko, 55 % of the interviewed say that they  did not encounter any price increase. Nevertheless, prices seem to have gone up very frequently in hotels, restaurants, cafés and in cinemas, frequently in small shops and services sector.

Consumer associations’ perspective: 

Many associations complained about price increases and the insufficient implementation of the price stability agreement. Complaints about price increases linked to the euro are very frequent and concern all sectors, with hairdressers, taxis, cinemas, food, local public transport and motorway tolls being singled out, while the situation is of less concern in large retail shops and supermarkets. According to the association ADICONSUM, the price rises recorded represented an annual loss in purchasing power of € 50 to 200 in quantitative terms, a figure that could reach € 500 if prices were increased further. But this remains to be proved.
3 - Follow up

- Dual pricing. 

Discussions are currently being held on whether or not to continue dual pricing after February 2002. No decision has been taken yet.  
- Price monitoring. Specific studies have been carried out by the Banca d’Italia since October 2001 and will be continued at least until February. Action to reinforce price monitoring has been announced.
LUXEMBOURG

1 - General situation 

Public authorities’ perspective: 

The overall progress of the changeover operation for consumers is rated as excellent. Information measures and consumer reaction to these measures as well as consumers’ confidence in the changeover are judged excellent. No major problems have occurred and hardly any complaints have been registered. Even elderly people have a very positive attitude towards the euro.

Consumer association’s perspective:

The overall progress of the changeover operation for consumers is rated as very good. Information measures have been very well received. Consumer reaction to these measures and consumer confidence in the changeover, are very good. 

◊ Consumers do, however, frequently experience problems in comparing and memorising prices and understanding values expressed in euro.

2 - Price adjustments

Public authorities’ perspective:

The level of implementation of the price stability agreement is rated as very good. Official data point to a decrease in the inflation rate in December 2001. The Central Bank and the Ministry of Finance have carried out a scientific study on the impact of conversion rules and the search for attractive prices. The most pessimistic scenario would lead to a price increase of less than 0.5%. However, the first results of the price survey do not indicate any excessive increase. The authorities therefore do not really fear any significant inflationary effect due to the euro. 

Consumer association’s perspective: 

The level of implementation of the price stability agreement is rated as good. Consumers do, however, frequently complain about price increases, especially in hotels, restaurants and cafés and in the services sectors. 
3 - Follow up

- Dual pricing.

Will be continued until 28.02.2002.   
- Price monitoring.

Several studies are currently being conducted. A specific study  on “attractive” (round and psychological) prices within the existing Consumer Price Index dat which started in October 2000 will be pursued up to December 2002. A complete analysis of price trends in January and February is expected in March.

THE NETHERLANDS

1 - General situation 

Public authorities’ perspective: 

The overall progress of the changeover operation for consumers is rated as excellent. Information measures and consumer reaction to these measures have been excellent. Public confidence in the changeover is high. According to the results of a survey held on 4 January 2002, 90% of the population felt that the changeover turned out better than expected, 73% said they had no problems at all with the changeover and finally almost 100% of consumers felt well informed about the changeover. Only very minor problems occurred during the first few days. Frequent complaints have been registered concerning banks charging money for changing guilders to euro. Strong measures (such as an extra 7000 police) increased security and reduced the number of hold-ups by 20 %.

◊ Consumers have some problems with understanding prices. A survey shows that by mid-January, 78% of the population were still converting back into guilders while 52% said they did this all the time. This behaviour is more frequently observed among young people than with older persons.

Consumer associations’ perspective: 

The overall progress of the changeover operation for consumers is rated as very good. Information measures have been excellent and consumer reaction to these measures has been very good. 

Confidence in the changeover is very good, but confidence in price behaviour of professionals remains very bad. 

2 - Price adjustments

Public authorities’ perspective:

Consumers frequently complain about price increases linked to the euro. However, studies conducted by the Price Office, the Central Bank and consumer associations on 2,500 goods do not point to a general price increase but indicate only increases in certain sectors, like services in bars, hotels and car parks. The Central Bank forecasts a general decrease for the end of 2002. Preliminary results – to be confirmed – for January show a slight increase in prices (0.25%), but this is extremely difficult to attribute to the euro. 

Consumer associations’ perspective: 

Complaints are very frequent and systematically concern hotels, restaurants and cafés and frequently the services sector and large retail shops/supermarkets as well as parking fees.

3 - Follow up

- Dual pricing. 

A study in 2001 shows that people will adopt a new scale of values once prices are exclusively in euro. For this reason, dual pricing will soon be ended. 
- Price monitoring. 

Since the problem of price increases is considered to be very sensitive, studies and monitoring will be continued. It is considered that euro price effects, if they appear, could be a long-term process.  Particularly, a dual price collection carried out in January 2001, in order to check the accuracy of dual pricing and the conversion into “attractive” euro prices has been repeated in January 2002 and could be expanded over a further several months.

AUSTRIA

1 - General situation 

Public authorities’ perspective: 

The overall progress of the changeover operation for consumers is rated as good. Information measures have been very good and consumer reaction to these measures considered good. Information was widely disseminated, specifically in rural areas. Public confidence in the changeover is high. No major problems have occurred. Some measures were taken against banks charging for the conversion. In some cases, shopkeepers refused to accept schilling notes of a high value.

◊ Misunderstanding of prices and values is confirmed by the fact that many consumers refuse to use the small-denomination cent coins. Authorities had to insist on their usefulness.

Consumer associations’ perspective: 

The overall progress of the changeover operation for consumers is rated as “with occasional problems”. Information measures have been good and consumer reaction to these measures has been fair. Public confidence in the changeover is good, as there have generally been only minor problems (with the exception of price increases).

◊ Consumers face problems very frequently in recognising and using the euro and frequently in comparing and memorising new prices and understanding values.

2 - Price adjustments

Public authorities’ perspective: 

The level of implementation of the price stability agreement is rated as good. The public feeling of price increases is not reflected in any surveys. In some cases, public authorities (a specific commission on euro prices) had to intervene to force traders to reduce prices again. In Austria, unjustified price rises are punishable by law. Of the 1 300 complaints received, price increases were not related to the euro but to other reasons. 

Consumer associations’ perspective: 

The level of implementation of the price stability agreement is rated as fair. Many complaints have been received about price increases, especially in hotels, restaurants and cafés, in the services sector, and in parking and vending machines. The legislation on compulsory dual pricing has been strongly criticised despite the transparency it provides. It is believed to have led to substantial anticipatory price increases between spring 2001 and the end of August 2001. However, prices have been stable since September 2001. In areas where there is little competition (swimming pools, sports centres, etc.), there have been very noticeable price rises since January 2002.

3 - Follow up

- Dual pricing. 

Dual pricing will continue to be obligatory until 28 February. No official decision has yet been taken on whether to continue dual pricing after this period.  
- Price monitoring. 

No specific ex-ante or ex-post studies have been carried out, due to the existing legislation on prices and price controls. Only the normal price index is monitored. 

PORTUGAL

1 - General situation 

Public authorities’ perspective: 

The overall progress of the changeover operation for consumers is rated as very good. Information measures have been good and consumer reaction to these measures has been very good. Only 10% of the thousands of phone calls received by the call centre around the clock were complaints, the others being information requests. The daily press conference jointly held by the Central Bank and the public authorities enabled the situation to be monitored and resolved some initial problems created by banks. In the last few days of January the number of calls decreased drastically and only 3% were complaints, specifically against banks.

According to the results of an opinion poll during the second week of January, 70% of the population declare that they are well or fairly well prepared for the euro and 80% consider that the information received has been sufficient. 

◊ Nevertheless, 25% have difficulties in adapting and 80% calculate in escudos even if they pay in euro.

Consumer associations’ perspective: 

The overall progress of the changeover operation for consumers is rated as very good. As information measures and consumer reaction to these measures. Public confidence in the cash changeover is good. But, they regrets a lack of action by national institutions and insufficient assistance for consumers, especially for the vulnerable part of the population.

◊ The main practical problems faced by consumers are comparing and memorising new prices and recognising the new notes and coins.  

2 - Price adjustments

Public authorities’ perspective: 

The level of implementation of the price stability agreement is rated as very good. Price increases in the public transport sector before March 2002 are prohibited by law.

According to a study by the SME Institute, 87-93% of shopkeepers has not changed their prices, while only 6-9% increased their prices, but mainly for reasons other than the introduction of the euro. The Bank of Portugal estimates the January rate of inflation at 0.25%, but it is not possible to consider this to be an euro effect.  A theoretical study, using January 2001 prices showed that the worst case effect of rounding effects to the nearest cent could be around 0.23 percentage point.

Consumer associations’ perspective: 

The level of implementation of the price stability agreement is rated as fair. Consumer associations have underlined the issue of price increases in certain sectors such as hotels, restaurants, and cafés and in the service sector. 

3 - Follow up

- Dual pricing. 

Binding up to 28.02.2002. It might be continued, but no decision has yet been taken. An information campaign will be launched in April.

- Price monitoring. 

The Central Bank together with the National Institute of Statistics will continue monitoring price trends until the end of March. The call centre will also continue its activity until the end of March.
FINLAND

1 - General situation 

Public authorities’ perspective: 

The overall progress of the changeover operation for consumers, as the information measures and the consumer reaction to these measures are rated as excellent. Consumer confidence in the changeover is very good. A poll conducted at the end of January indicates that 70% of the population are satisfied with the euro, while 30% are hesitant. A decrease in the use of credit cards was observed, because people wanted to actually use the new notes and coins.

◊ But consumers’ price understanding and price awareness remains a concern.

Consumer associations’ perspective: 

The overall progress of the changeover operation for consumers is rated as “with occasional problems”. Information measures and consumer reaction to these measures have been good. ◊ Frequently, consumers face problems in memorising and comparing prices and understanding prices in euro.

2 - Price adjustments

Public authorities’ perspective: 

The level of implementation of the price stability agreement is rated as very good.  Ex-ante research (during spring 2001) has been carried out. A theoretical study in May 2001 identified 107 products whose prices had been rounded up to a convenient euro price. The estimated effect on the overall 2001 price index was less than 0.1 percentage points on the 3.4 annual rate. Consumer associations and national institutions have not registered any complaints about significant price increases. The general feeling, however, is that prices have increased. A complete study of the price indexes will be published in spring 2002. Preliminary results will be available in February.

Consumer associations’ perspective: 

The level of implementation of the price stability agreement is rated as fair. Consumers have complained very frequently about price increases linked to the euro. These have occurred very frequently in hotels, restaurants and cafés and frequently in the services sector and even in large retail shops/supermarkets. There also appear to have been price increases with coin-operated machines, especially parking meters and soft-drink vending machines.
3 - Follow up

- Dual pricing.

Dual pricing will be continued until the end of February. If necessary, this period could be prolonged. No decision has been taken yet.
- Price monitoring.

Ex-post studies on the effects of “attractive” prices will be pursued. The Consumer Research Centre will monitor the use of the euro in daily life over several years. Some studies of price awareness are also currently being conducted.
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Government: Ministry of Development
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Business Associations: Association pour l’Union Monétaire de l’Europe; Fédération des Entreprises du Commerce et de la Distribution; Chambre de Commerce de Lille 
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Government: Office of the Director of Consumer Affairs 

Consumer Associations: Consumers’ Association of Ireland; National Council for Blind in Ireland
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Government: Ministero delle Attività Produttive Regione del Veneto

Consumer Associations: CNCU; Altroconsumo; Federconsumatori Nazionale; Movimento Consumatori; Unione Nazionale Consumatori; Centro Tutela Consumatori e Utenti Bolzano; 50&Più, Fenacom; Cittadinanzaattiva
Business Association: Assovalori

Luxembourg

Government: Ministère des Finances 

Consumer Association: European Consumer Center - Luxembourg ULC 

The Netherlands
Government: Ministry of Finance 

Consumer Associations: Consumentenbond; Inclusion Europe; The Netherland Federation of the Blind and Partially Sighted

Austria

Government: Ministry of Justice; Federal Chancellery

Consumer Associations: Austrian Consumer Association; Inclusion Europe; Österreichischer Gehörlosenbund; Austrian Association for the Blind and Visually Impaired

Business Association: Wirtschaftskammer Österreich

Portugal

Government: Ministry of Finance; Azores Euro Committee 

Consumer Associations: Instituto do Consumidor; Associaçao Portuguesa Para a Dafesa do Consumidor (DECO); Federaçao Nacional das Cooperativas de Consumo (FENACOOP); Inclusion Europe-FENACERCI

Finland

Government: Ministry of Trade and Industry

Consumer Association: The Finnish Consumers’ Association; Inclusion Europe – KVTL; Finnish Federation of Visually Impaired

PART II

PRICE ANALYSIS

Euro changeover effect likely to be within the 0.0% to 0.16% range

The euro-zone HICP for January 2002

The euro-zone annual rate for January 2002 is 2.7%, up from a revised 2.0% in December 2001. 

The month-on-month change in the euro-zone HICP from December 2001 to January 2002 was 0.5%. The euro changeover effect on the month-on-month increase in the euro-zone HICP between December 2001 and January 2002 most likely falls within the range of 0.0% to 0.16%. Non-euro factors – in particular bad weather resulting in very large increases in vegetable prices and some significant tax increases on tobacco - can, according to initial analyses, explain as much as 0.34% of the change. The remaining price increase is thus estimated at most at 0.16%.

Assessments of the HICP components for January 2002 at the most detailed level highlight unusual price increases - and therefore the possibility of changeover inflation - mainly for a range of services such as those provided by restaurants and cafes, some health-related services and some repair services. 

Euro-changeover inflation

In practice it is not possible for price index compilers to put a precise figure on the impact of the changeover. There is no way to say what inflation would have been if the euro changeover had not taken place. Even at the lowest level of detail, there are many factors - regular, irregular, random and systematic ones - which overlap with potential changeover effects, and there are a multitude of potential changeover effects which may amplify each other or cancel out.

Eurostat’s first preliminary analysis of the euro changeover effects, has focused on the month-to-month changes between December 2001 and January 2002. The approach (in the very limited time available since the national data were made available to Eurostat) has been to seek to identify regular and special non-euro factors affecting the January 2002 HICP, then to assess the sources of the remaining increase in the all-items HICP in order to identify as a remainder "grey zone", which can be the basis of an estimate of the ‘most likely range’ for the impact of the euro changeover on prices.

In more detail three approaches have been  followed 

1. Eurostat has used statistical techniques to identify those HICP sub-indices showing a price change for January 2002 which is outside what the past data would predict.

2. To complement the first analysis, Eurostat has analysed the detailed HICP sub-indices to identify those products showing for January 2002 the highest monthly price increases since the beginning of the HICP series in 1995.

3. Eurostat has aimed to build on the first two analyses by comparing, for the products thus highlighted, the price increases within the euro-zone with those seen outside the euro-zone.

A more detailed analysis of the HICP in January 2002

Item groups where for the actual results for January 2002 fall outside the extrapolated results are shown in Table 1.

Table 1: Decomposition of euro-zone month-to-month inflation in January 2002

Source
Contribution

Restaurants, cafes, and the like
+0.07

Rents 
+0.02

Gardens, plants, and flowers
+0.01

Meat
-0.01

Remaining items
+0.07

Total “unusual” price increases
+0.16

“Contribution” is the weighted difference between the extrapolated and the actual value for each item group, measured in percentage points from December 2001 to January 2002. The expenditure groups listed above show the sub-indices making the most important contributions. The group "remaining items" includes indices with smaller individual contributions but which add up all together to 0.07 percentage points. The most important among them are the following:

0111  
Bread and cereals

0314  
Cleaning, repair and hire of clothing

0452  
Gas

0455  
Heat energy

0520  
Household textiles

0531_2 
Major household appliances

0540  
Glassware, tableware and household utensils

0712_34
Motor cycles, bicycles and animal drawn vehicles

0723  
Maintenance and repair of personal transport equipment

0732  
Passenger transport by road

0733  
Passenger transport by air

0734  
Passenger transport by sea and inland waterway

082_30 
Telephone and telefax equipment and telephone and telefax services

0923  
Maintenance and repair of other major durables for recreation and culture

0942  
Cultural services

10X0  
Pre-primary and primary, secondary, post-secondary non-tertiary, tertiary education, and education not definable by level

1112  
Canteens

1120  
Accommodation services

1211  
Hairdressing salons and personal grooming establishments

1252  
Insurance connected with the dwelling

1262  
Other financial services n.e.c.

The euro changeover effect on the month-on-month increase in the euro-zone HICP between December 2001 and January 2002 therefore most likely falls within the range 0.0% to 0.16%.

Euro-zone sub-indices showing the highest increases in January 2002 since 1995

Table 2 shows the 18 euro-zone sub-indices which, for January 2002, show the highest monthly rate of change since the HICP began in 1995. It also shows the impact of each on the HICP all-items index.

Table 2: Euro-zone sub-indices showing record rates of change for January 2002

in descending order of impact on monthly all-items inflation


Weight
per
1000
Jan-02

Dec-01
in %
Impact in rate
points
Jan-02

Jan-01
in %
Impact in rate
points

Vegetables
15.7
13.6
0.21
19.1
0.26

Tobacco
22.8
3.3
0.07
6.6
0.09

Restaurants, cafés and the like
67.0
1.2
0.06
4.2
0.11

Insurance connected with health
4.5
2.9
0.01
4.6
0.01

Hairdressing salons and personal grooming establishments
12.0
1.1
0.01
3.9
0.01

Maintenance and repair of personal transport equipment
23.7
0.7
0.01
3.9
0.03

Dental services
7.2
1.3
0.01
0.0
-0.02

Hospital services
6.5
1.3
0.01
4.6
0.01

Social protection
8.7
1.1
0.01
3.5
0.01

Combined passenger transport
5.7
1.4
0.01
3.5
0.00

Medical and paramedical services
9.5
0.9
0.00
3.2
0.01

Other insurance
2.4
2.0
0.00
2.5
0.00

Services for the maintenance and repair of the dwelling
9.6
0.6
0.00
2.8
0.00

Insurance connected with the dwelling
2.3
1.1
0.00
2.1
0.00

Cleaning, repair and hire of clothing
1.8
0.8
0.00
3.0
0.00

Other medical products, therapeutic appliances and equipment
4.0
0.6
0.00
2.3
0.00

Repair of audio-visual, photographic and information processing equipment
0.9
0.9
0.00
3.4
0.00

Maintenance and repair of other major durables for recreation and culture
0.0
4.2
0.00
7.1
0.00

The above analysis seems to confirm consumers’ perceptions - that they faced significant price increases in January 2002 for some types of goods and services - are well-founded. However the impact of these price increases at the all-items index has not been sufficiently large to influence necessarily all-items inflation in a marked way.

Consumers form their own views of inflation by comparing the prices they pay over time for the same goods. They usually focus in the short term on their most frequent and most important purchases. With the euro changeover experience still fresh, consumers’ opinions on euro-changeover inflation can therefore be expected to depend heavily on their experience of the prices for the small goods and services they buy repeatedly. 

So where the prices of some purchases in cafes and restaurants have increased by more than usual in January, consumers are well aware of that. What is not so easy for the individual consumer to take into account is that there have been price changes, both up and down, for other (less frequent) purchases. For every increase in the price of a cup of coffee, for instance, which may well be due to the euro-changeover, it would take only a small decrease in the price of computers or refrigerators to balance this out in the HICP. It is only by looking at comprehensive price statistics that the full picture may be seen.

Regular and special factors influencing the HICP in Jan 2002

Weather: The unusually bad weather seen in much of Europe earlier this winter led to exceptionally large price increase for vegetables in January – both inside and beyond the euro-zone. Vegetable prices are the single biggest reason for the increase in the euro-zone HICP in January 2002.

Tariffs and taxes: Many tariffs change regularly in January each year. Examples can be found in the health sector, post and transportation services and services related to housing. In addition tax changes on alcohol and tobacco and energy commonly take effect from January. In January 2002, tax changes for tobacco were particularly important.

Treatment of sales prices: The inclusion of sales prices is the correct way to measure changes in the actual prices faced by consumers either on a monthly or an annual basis and is of paramount importance in order to reflect appropriately changeover effects.

At the level of the euro-zone taken as a whole, sales price reductions in January 2002 seem to have been comparable to those seen in January 2001.

Implementation of the Regulation on the treatment of sales prices in the HICP should be complete now that Spain and Italy have introduced actual sales prices into their HICPs for the first time
. As a result of the way in which this has been implemented, this should not affect annual rates of change during 2002 or beyond. There have been some revisions to the results for 2001 as a consequence.

Financial services: The HICP extended its coverage of financial services as from January 2002. Although the weight of these services within the euro-zone HICP increased as a result from 3.6 to 4.7 parts per thousand, the monthly price increases in January 2002 were below those in January 2001.

Weights: In January 2002, as happens each January, the HICP took on the latest expenditure data provided by National Statistical Institutes into its internal weights.

Euro-zone and non-euro-zone inflation in January 2002

It is possible to compare the month-on-month changes in HICP data for the euro-zone in January 2002 with the equivalent data for the three EU non-euro zone countries. For the most prominent series identified above, the comparisons show the following:

Vegetables: The euro-zone HICP for vegetables increased by 19.1% in the year to January 2002, and by 13.6% between December 2001 and January 2002. The average increases for non-euro-zone Member States
 were, respectively, 16.5% and 10.9%.

Tobacco: The euro-zone HICP for tobacco increased by 6.6% in the year to January 2002, and by 3.3% between December 2001 and January 2002. The average increases for non-euro-zone Member States4 were, respectively, 3.1% and 0.3%.

Restaurants and cafes: The euro-zone HICP for restaurants and cafes increased by 4.2% in the year to January 2002, and by 1.2% between December 2001 and January 2002. The average increases for non-euro-zone Member States4 were, respectively, 3.5% and 0.1%. The comparison of month-on-month changes to January 2002 reinforces the impression that these are probably related to euro-changeover inflation.

APPENDIX 1

Information compiled by National Statistical Institutes on Euro Changeover Effects on Consumer Price Indices, as of 12 February 2002
MS
(NSI)
objective
research method
results
Other related sources

or studies known



additional survey(s)
additional analyses of existing data
time period





type
cove-rage
interval
focus on:


publicly available


Austria
-
-
-
-
-
-
-
-
WIFO (Institut für Wirthschaftsforschung)

Belgium
dual price collection in order to: get price collectors acquainted with 2-decimal figures; calculate CPI from euro prices
quantitative
full
monthly
-
July 01 –

November 01
N/A
-
National Bank of Belgium - results available

on the web site: (www.nbb.be)

Finland
effects of euro rounding

on prices
-
-
-
convenient prices
May 2001
yes
yes
Finnish Research Institute for Consumer Issues;

Ministry of Finance (in co-operation with NSI)

France
study based on a “pilot” basket of products that are likely to be influenced by the euro changeover
-
-
-
effects of rounding; psychological prices; monitoring of price dynamics; quanti-tative impact on CPI
January 98 – December 02


yes
yes
DGCCRF (information available on http://www.euro.gouv.fr/zoomentre2/index.htm ;
Bank of France

Greece
dual price collection in order to calculate CPI from national currency and euro; get price collectors familiar with euro prices (2-dec. figures)
quantitative, qualitative
full
monthly
differences in prices in euro and in national currency
October 01 -

December 01
N/A
-
Bank of Greece

Germany
analysis and estimation of possible effect of the euro changeover on  “attractive” (round and psychological) prices
-
-
-
particular products – homogeneous goods with significant expenditure share
April 00 – second half of 2002
yes
yes
Deutsche Bundesbank (in co-operation with Statistisches Bundesamt)

Institute of Applied Consumer Research (IFAV),  on request from Verbraucherzentrale Bundesverband

MS
(NSI)
objective
research method
results
Other related sources

or studies known



additional survey(s)
additional analyses of existing data
time period





type
coverage
interval
focus on:


publicly available


Ireland
potential effect on national CPI
-
-
-
potential suppliers taking advantage of the euro changeover to increase prices
-
yes
confi-dential
Bank of Ireland (in co-operation with CSO)- confidential

Italy
study of price distribution
-
-
-
distribution by: price type, product type, city size and location, etc.; effects of rounding “attractive” prices
September 01
yes
yes
Banca d’Italia

(in co-operation with ISTAT)


supplementary price collection in order to verify: application of dual pricing; the rounding rules used when converting prices into euro
quantitative, qualitative
subsets of products and cities
monthly
-
October 01 – February 02 (for

collection)

(June 02, for research)
N/A
-


Luxembourg
evaluation of the price conversion into euro
-
-
-
psychological prices, identification of rounding effects
October 00 – December 02
yes
yes
CNB of Luxem-bourg (in co-operation with STATEC)

Netherlands
dual price collection in order to check the accuracy of  dual pricing and conver-sion into “attractive” euro prices
quantitative, qualitative
subsets of products and cities
monthly
“attractive” (round and psychological) prices
January 01;

December 01; January 02
yes
yes
De Nederlandsche Bank N.V.;

Consumentenbond

Portugal
evaluation of the euro changeover effects by simulating several rounding cases
-
-
-
“attractive” (“psychological” and “convenient”) prices
January 01
yes
yes
Banco de Portugal

(in co-operation with INE)


dual price collection
quantitative, qualitative
full
monthly
-
November 01 – February 02
N/A
-


Spain
on rounding prices 
-
-
-
-
-
-
-
Bank of Spain 

MAIN results of the Flash Eurobarometer
A Flash Eurobarometer has been done between the 21 and the 31 of January. The main results linked to the CMI public debate are the following:

1 – Public satisfaction
- 67 % are very or quite happy to have the euro as a currency;

- 81 % consider that the change-over went well in their country;

- 87 % consider it went well for them; 

- 60 % consider that, for them, the euro has more advantages than disadvantages;

- 88 % consider that they have been well informed

- 74 % that they were well prepared.

2 – Problems encountered
- 22 % say that they have still many or some difficulties (but 35 % few and 48 % none);

- 41 % consider they have difficulties to recognise the coins (but 57 % find it easy) ;

The main problem, confirming our own finding is that:

- 45 % say to count only in their old currency;

- 35 % in their old currency or in euro; 

- 18 % only can count only in euro.

3 – Double indication of prices
- Only 44.5 %  wish that the double indication prices (Euro and national currency be pursued in shops (but 53.9 % do not).

4 – Price evolution
- 67 % think that prices have been rounded up and only 2 % that they were rounded down.

� Data have been collected by means of a questionnaire addressed to consumer and business associations and to government bodies in all countries of the euro-zone. 72 questionnaires were returned. The results of these were supplemented by information gathered at two meetings on 14 January 2002 with consumers’ associations and NGOs and on 30 January 2002 with government experts. The focus is on consumers’ reactions. All answers are rated on a scale: Excellent, Very Good, Good, Fair, Bad.





� Albeit the resulting HICP data for both countries is provisional at this stage.


� Unweighted HICP averages of Denmark, Sweden and the United Kingdom.
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