BaLTIC JOURNAL OF ECONOMIC STUDIES

Vol. 1, 2015

A CHALLENGE OF TRUST: CAN DISTRUST KILL THE EURO?
Nataliia KOSTIUCHENKO',

Odessa I.I. Mechnikov National University, Ukraine

Abstract. The purpose of the paper is to determine the dynamics of trust in the ECB in the most recent period, to
compare the findings with a previous study of Farvaque et al. (2010) and to explore the question of importance
of citizen’s trust in public institution for the economic performance of the country. This paper is dedicated to
the study of the determinants of trust in the European Central Bank. The study attempts to give an answer to a
question posed in introduction: can distrust kill the euro? After the world economic crisis the trust in the ECB
began to deteriorate. Citizen’s trust in public institutions plays an important role for the economic performance
of the country. Methology. We rely on the micro data from the European Commission’s Eurobarometer survey.
This paper contributes empirically to the existing literature dedicated to the issue of trust in public institutions.
The responses in 15 EU-member countries were taken into account. The present work uses the model of Farvaque
et al. (2010) extending the time frame considered previously, giving a broader picture on this issue using the most
recent data. Results. In accordance with our findings, the population that support the ECB is approximately equal
to the population that does not trust in the community bank, with a mean value of 0,51. Even if there are still more
supporters of the ECB, this data should provide an alarm for the European institutional framework, in consideration
that in 1999 (in accordance with Farvaque et al. (2010)) the mean value was 0,67. Practical implications. According
to our findings, still people with higher level of education, people with a higher social status, people with center or
right-wing political orientation, people with optimistic expectations on the economic situation have more trust in
the ECB. However, we have found that women have become more supportive about the ECB than men in contrast
with the findings of Farvaque et al. (2010). Value/originality. A matter of trust in public institutions represents a
great interest for economic research. In the background of the global financial crisis, the trust in central banks has
become extremely popular nowadays. Particularly, trust in the European Central Bank in the aftermath of the world
economic crisis, concentrating on the period of 2012-2014, is examined.
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1. Introduction the ECB capital in a set amount. On January 13, 2011 it
was decided to keep the discount rate on the same level
(1,00%). In 2011 the ECB raised the discount rate on
April, 13. It comprised 1,25%. From February until April
2012, a sovereign debt restructuring took place in Greece.
It was the largest sovereign bond exchange in history
(Zettelmeyer et al., 2013). On July, 11 the ECB decreased
the discount rate to 0,75%. On July 1, 2013 the Republic
of Croatia was accepted to the EU. So, now there are 28
member states in the EU. In November, 2013 the discount
rate was on the level of 0,25%. The monetary policy at this
period was aimed at support of economic activity and

The global financial crisis has become a challenge to the
whole world. The European Union is not an exception. In
the background of the global financial crisis, the reputation
of the European Central Bank (ECB) has become more
doubtful. It was criticized not only by citizens, but also by
many politicians. Politicians often try to put pressure on
the ECB. A question whether distrust may kill the euro
arises. It is crucially important that ECB gets more support
and trust from the population. It is important to have a
transparent communication strategy in order to provide a

support for a central bank’s policy by the citizens. creation of working places (Bespalova, 2012). On January
Europe has gone through a unique historical process of 1, 2014, Latvia became the member of the Eurozone and
both economic and political integration in the aftermath adopted the euro. The ECB under the supervision of Mario

of World War II. In the spring of 2010 the worst situation Draghi continues the cheap money policy. On September
in the sovereign debt crisis was recorded. On January = 4,2014 the ECB decreased its discount rate by 0,1% to the
1, 2011 Estonia introduced the euro on its territory. The level of 0,05%, which has never been so low before. Such
Central Bank of Estonia paid in a part of its capital to radical decision of the ECB made the euro weaker to U.S.
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dollar. Such situation is profitable for the exporters from
the countries of the Eurozone, as their production will
automatically become cheaper and more competitive for
the final consumer. One of the main aims of the “cheap
money” policy of the ECB is support of southern EU
economies: Spain, Italy, Portugal, Greece and Cyprus.

A matter of trust in public institutions represents a great
interest for economic research. In the background of the
global financial crisis, the trust in central banks has become
extremely popular nowadays.

A high level of trust in public institutions is crucial for
an economic performance of a country, because citizens
can devote more time to productive activities if they do
not need to think about what actions to undertake in
order to secure their safety from ineffective functioning
of institutions (Ehrmann et al.,, 2012). That is why the
trust of citizens in policy-making institutions is extremely
important for a successful functioning of such institution
as ECB. A classical reference to the literature that has
focused on interpersonal trust as the main determinant
of economic growth is North (1990). However, Putman
(1993) investigated what impact social cohesion and trust
had on the quality of public policies. Furthermore, Knack
and Keefer (1997) have found that interpersonal trust
and confidence in government have a positive relation
(Erhmann et al., 2012).

In contrast, lack of trust makes the central banks affected
by political pressure (Ehrmann and Fratzscher, 2011).
Walstad and Rebeck (2002) claim that public viewpoints
depend on economic knowledge, which in turn is affected
by such factors as education, income, age, gender, race and
political party affiliation. Maya and Rodrik (2005) studies
attitude to protectionism and find that sociodemographic
background, values, identities, attachments explain
difference in attitude to trade (Hayat et al. 2012).
Hainmueller and Hiscox (2006) find that individuals
with college-level education have positive attitude to trade
openness rather than those without. A number of studies
has been made on whether or not there has been a decline
of public confidence in modern institutions among various
societies (Newton, Norris, 1999).

Today three schools of thought explaining the erosion
of citizen confidence in public institution can be outlined.
The first one focuses on the social-psychological features
of individuals. The second one looks at the cultural
environment of individuals, groups or communities. And
the third one concentrates on governmental performance.
There are many writers who see trust as a fundamental
feature for building stable democracy (Almond and
Verba, 1963). Those governmental institutions that
perform well generate more confidence of citizens and
vice versa. Governmental performance has an influence
on individuals no matter of their personality or social type.
Inflation, economic growth, government corruption or
foreign policy affects citizens to a greater extent than the
government performance. For this reason political trust
is more or less randomly distributed among people with
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different individual characteristics (education, income,
religion, age, or gender) (Newton, 1999).

Nowadays it is interesting to investigate the effect of the
financial crisis on public opinion. Hayo (2005) investigates
the trust in public institutions during the Asian financial
crisis of 1998-99. He was using the data from South Korea.
Another example s the study of Coffey and Hellwig (2011).
They study the public opinion of British citizens during
the financial crisis. They have found that such factors as
education and political orientation play an important role
when defining who is responsible for the financial crisis.
In accordance with the results of Stevenson and Wolfers
(2011), there is a fall in trust in public institutions during
the period of Great Recession. Nevertheless, the question
of how to measure the level of population’s trust remains
open. Definitely, it is not an easy task to carry out. There
have been attempts of a number of scientists. For instance,
Maier and Bezoen (2004). They mainly argue that such
organizations as the International Monetary Fund (IMF)
and politicians impose pressure on the ECB. Another
example is the study of Ehrmann and Fratzscher (2007).
They examined the pattern of communication strategies of
several central banks, but their evidence is limited to the
reactions of financial markets.

In terms of this, the Eurobarometer survey data
represents an important source for economic research.
Eurobarometer survey represents a large cross-national
individual-level survey carried out on behalf of the
European Commission since 1973. Each survey conveys
around 1,000 face-to-face interviews per member state,
up to total 27,000 individuals in EU. An important fact to
be considered is that the survey is not a panel. Every time
there is a different subject. The question may be repeated
in the next year or not.

Hayo (1999) investigates public attitudes to
European Monetary Union (EMU), using data from the
Eurobarometer 39. He concludes that high awareness of
EMU influences public opinion on monetary integration
in a positive way. Hayo (1999) and Gartner (1997) were
using such datasets in order to examine macroeconomic
and monetary issues. Gabel (1998) using the surveys
conducted in the period of 1978-1992 concludes that
gender, age and occupation are the relevant variables
to consider when explaining support for the European
integration process. Kaltenthaler and Anderson (2001)
use the data from Eurobaromenter waves 41-47 and
analyze the support for a European monetary policy
during 1994-1997. They conclude that individuals with
dominating national identities show less support for a
single currency. Kaltenthaler et al. (2010) investigate the
distrust of public attitude to ECB. They have found that
when the bank autonomy is too high, the level of distrust
rises. Furthermore, women appeared to show less trust to
ECB. But those who are older and more educated showed
more trust. A study carried out by Ehrmann et al. (2012)
represents a great interest. They tried to explain the trustin
ECB both in normal times and in crisis times. They come



BaLTIC JOURNAL OF ECONOMIC STUDIES

Vol. 1, 2015

up with a conclusion that a higher degree of knowledge
about the ECB generates more trust in normal times and
even more of it during the financial crisis.

This paper contributes empirically to the existing
literature dedicated to the issue of trust in public
institutions. The aim of the present study was to determine
the dynamics of trust in the ECB in the most recent period
and to compare the findings with a previous study of
Farvaque et al. (2010). The responses in 15 EU-member
countries were taken into account. The main paper we rely
on in our study is the one of Farvaque et al. (2012): “Who
Supports the ECB? Evidence from Eurobarometer Survey
Data”. In this paper the socio-demographic determinants
of particularized trust, particularly in an influential
institution — the ECB are studied. They rely on micro-
level data and cover the period from 1999 until 2011.
They focus on the Old EU 15 and New EU 12 countries.
The following variables enter the logistic regression: age,
education, income, employment, political ideology. They
also use macroeconomic variables, such as inflation,
real GDP growth, the unemployment rate and inflation.
According to their findings, such groups of people
support the ECB: people with higher level of education,
people with higher level of income, people with center or
right-wing political orientation, people with optimistic
expectations on the economic situation. In addition, men
are more supportive about the ECB than women are, as
they are more business involved. The unemployed people
show the least level of support in the ECB as well as those
with the least level of income and education. In this study,
we also consider the socio-demographic determinants of
trust in the ECB. We consider the period that has not been
examined by Farvaque et al. (2012), namely 2012-2014.
We rely on the data from the Eurobarometer surveys 77.3
(May 2012) through 82.3 (Nov. 2014). This period is
particularly interesting, because there have been certain
changes in the ECB policy and in the composition of
member-states in the EU and the Eurozone in the period
between the analysis of Farvaque et al. (2012) and ours.
We also omit the income factor, that they were using.
Instead we include the social class factor in the model. In
accordance with our findings, firstly, the population that
supports the ECB is approximately equal to the population
that does not trust in the community bank, with a mean
value of 0,51. Even if there are still more supporters of the
ECB, this data should provide an alarm for the European
institutional framework, in consideration with that in 1999
(in accordance with Farvaque et al. (2010)) the mean value
was 0,67. This meaningful drop is strongly affected by the
PIIGS Economics crisis in 2012 and the magnitude of
this scepticism forced Mario Draghi. Secondly, our results
provide that women are more supportive of the ECB in the
period considered. It can be explained by the rise of women’s
involvement in business activity in the recent years and the
rise of scepticism about the ECB among men.

This paper is organized in the following way. An
introduction provides information on the background

of the problem and highlights the existing problems in
the field. Section 2 dwells on the literature and previous
studies known in the area. Section 3 reports on the data
from the Eurobarometer survey, providing us with more
details. It is dedicated to a statistical summary and graphs’
description. Section 4 talks about econometric estimation
of determinants of trust in the ECB. It describes the model
employed and the acquired results. Section S provides
the conclusions on the investigated issue giving a brief
summary of our findings.

2. Data and Statistical Summary

We consider the period that has not been examined by
Farvaque et al. (2012), namely 2012 — 2014. We rely on
the data from the Eurobarometer surveys 77.3 (May 2012)
through 82.3 (Nov. 2014). Those waves of the survey that
include the question on trust in the ECB are selected.
Table 1 provides more details.

Table 1
Eurobarometer Data Coverage by Survey Wave
No in . Original .
Our Original 4-c;gigit Period Year Question
No number
Sample code
1 77.3 s612 | May | 2012 | QAl7 4
2 78.1 5685 Nov 2012 QA1S 4
3 79.3 5689 May 2013 | QAI8 4
4 80.1 5876 Nov 2013 | QALS_3
N 81.2 5913 March 2014 | QA10_3
6 814 5928 May Jun 2014 | QAILS_3
7 82.3 5932 Nov 2014 | QA17 3

The waves employed cover 15 countries Namely, old
15 EU member countries (Belgium, Denmark, Germany,
Greece, Spain, France, Ireland, Italy, Luxembourg,
Netherlands, Portugal, United Kingdom, Austria, Sweden,
and Finland). Table 2 provides more details.

Table 2
Eurobarometer Data Coverage by Country
EU15:2012-2014
Code Name
FR France
BE Belgium
NL Netherlands
DE Germany (East+West)
IT Italy
LU Luxembourg
DK Denmark
1E Ireland
GB Great Britain
GR Greece
ES Spain
PT Portugal
FI Finland
SE Sweden
AT Austria
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A question of a direct interest is the question of trust in
ECB (Question No. 17_4 in Eurobarometer 77.3 — May
2012), particularly:

“Q.17 And, for each of them, please tell me if you tend to
trust it or tend not to trust it?

Q.17_4 The European Central Bank”

There are the following responses: 1 for “Tend to trust”, 2
for “Tend not to trust”, and 3 for “Don’t know”. We exclude
the response that does not express any opinion 3. There is
actually a significant issue in the Eurobarometer survey
design, because the question on trust in ECB is connected
with questions on trust in other institutions, such as The
European Parliament, The European Commission, The
Council of Ministers of the European Union etc. Due to
unawareness of some respondents about separate roles of
every institution, they might give a collective answer to this
question. Due to this fact the number of observations falls.
That is why it can be said that the survey design is a serious
matter (Ehrmann et al., 2012) It is important to consider the
variable of the individual level of knowledge about ECB. In
the Eurobarometer survey, the following question is asked:
“Have you heard about the ECB?” and the possible answers
are “Yes” and “No”. About 85% of respondents choose “Yes”
Therefore, it is important that those people who have heard
about ECB are asked a question about trust to it. (Ehrmann
et al, 2012). The sample period for analysis is 2012 —
2014 - particular years that have not been considered in the
paper of Farvaque et al. (2010). From Table 3 we can see
that trust in the ECB has considerably declined in the year
2014, especially for such countries, as Italy, Ireland, Greece,
Spain and Portugal. Throughout the history, the monetary
thought has encompassed various modifications. Different
viewpoints have been expressed depending on the period
of development of economic thought and on the general
political situation in the world, either war or an economic
crisis. Monetary economics has both a microeconomics

Vol. 1, 2015

and a macroeconomics part. Among variables influenced
by the shifts in the supply and demand for money are the
following variables: national output, employment, the rate
of unemployment, exports and imports, exchange rates and
the balance of payments. In 2013 the unemployment level
in Greece comprised 28%, in Spain it increased significantly
in 2013 and was at the level of 27%. In Ireland it was 12%, in
Italy — 13%, in Portugal 15% and in Cyprus 18%. In Spain
there is a slight reduction in unemployment, but it can be
explained by the rise in emigration of the unemployed.
The level of youth unemployment is striking. In Greece
the youth under age of 25 was 59% in the end of 2013.
In Spain the number is even more striking — 54%. In Italy
this number is less — 42%. In Portugal it comprises 36%.
However, in Germany only 7,4% of unemployment among
youth is recorded. This is due to its vocational training
scheme. High rates of unemployment result in mass protests
and social unrest. In Spain in 2011 there was a number of
demonstrations in around fifty cities. In 2012, about one
million people participated in demonstrations in Portugal.
In Greece demonstrations have become a common issue.
Over 100,000 people went on demonstrations in Italy. Due
to losses of euro and the deterioration in the economic
situations in countries, concern of people grows. We can see
from the table that the numbers are striking also in Germany
and France for the year 2014. For example, in Germany
the number of respondents, who showed distrust in the
ECB in the year 2012 comprised 824 respondents. In the
year 2013 it has increased up to 1610 respondents. Finally
in 2014 even more people were disbelieved, particularly
2549 respondents. This can be explained by the following.
On September 4, 2014 the ECB decreased its discount
rate by 0,1% to the level of 0,05%, which has never been
so low before. Such radical decision of the ECB made the
euro weaker to U.S. dollar. Such situation is profitable for
the exporters from the countries of the Eurozone, as their

Table 3
Trust in the European Central Bank (ECB) in 15 EU countries, 2012-2014
Country Code 2012 : 2013 : 2014 :
For Against For Against For Against
France FR 1211 607 600 1,058 855 1,632
Belgium BE 1,461 565 1,013 923 1,326 1,384
Netherlands NL 1,593 333 1,064 801 1,675 992
Germany (East+West) DE 2,080 824 1,151 1,610 1,658 2,549
Italy IT 1,059 78S 593 1,093 740 1,677
Luxembourg LU 728 198 579 284 763 502
Denmark DK 1,597 281 1,277 466 1,787 737
Ireland 1E 1,219 592 672 1,069 853 1,647
Great Britain GB 902 902 411 1,109 614 1,498
Greece GR 1,096 872 340 1,599 528 2,387
Spain ES 1,114 766 347 1,479 512 2,235
Portugal PT 1,272 609 580 1,263 932 1,872
Finland FI 1,522 393 1,132 685 1,889 808
Sweden SE 1,593 358 1,132 706 1,629 1,000
Austria AT 1,387 501 936 894 1,371 1,385
Total 19,841 8,586 11,827 15,039 17,132 22,305
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production will automatically become cheaper and more
competitive for the final consumer. One of the main aims of
the “cheap money” policy of the ECB is support of southern
EU economies: Spain, Italy, Portugal, Greece and Cyprus. In
this case, the northern countries, particularly their citizens
are losing. In Germany, for example, the old-age welfare is
based on withholdings during a working age and also on
how much the pension funds will be able to earn, that invest
these withholdings in stocks, real estate and other actives.
However, if the discount rate of the ECB is low, then the
percent generated by the actives remains low, and as a result
the possibility to get a reasonable percent raise to pension
is equal to zero. In other words, German pensioners finance
the debts of Greece and Cyprus. Apart from this, pensioners
from Finland, Luxembourg and the Netherlands are in the
same situation. Moreover, the burden is hanging not only on
the pensioners, but also on all the citizens who have bank
deposits. Even without knowing it they transfer a part of
percent to the virtual fund bailing out the Southern Europe.
The country that was mostly disbelieved about the ECB
already in the year 2012 was Great Britain — 902 respondents
gave an answer “Tend not to trust”. However, that number
has risen not so much in the following years: 1109 and 1498
in the years 2013 and 2014 respectively. An interesting
observation about Great Britain is that in the year 2012 half
of respondents gave a positive answer and another half a
negative one. Nevertheless, more people showed a tendency
not to trust in the ECB in the following years.

On the other hand, in Greece more people still tended to
trustin the ECB in 2012, however this trend has changed in
the years 2013 and 2014. The same picture is observed in
such countries as Ireland, Spain, Portugal, Italy and France.
In the year 2012 those countries showed more trust in the
ECB in comparison with the following years. The counties
that showed more trust in ECB during all the 3 years are
the Netherlands, Denmark, Finland, Sweden and Austria.

Average support for the ECB by country is illustrated in
Figure 1, taken as along-run average across the Eurobarometer
survey waves. Average level of trust is higher in Denmark,
Sweden and Netherlands. Almost 80% of respondents tend to
trust in the ECB. By contrast, in Great Britain only 50% tend
to trust in the ECB. In Greece and Spain the minimum level of
trust in the ECB is the least — nearly 20%.
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Source: Author’s calculations based on Eurobarometer survey data
Fig. 1. Average Support For The ECB By Country, % - EU1S,
2012-2014

The annual evolution of the level of trust in the ECB
by country is demonstrated in Figure 2. The lowest level
of trust is observed in almost all the countries in 2013.
This can be attributed to the ECB policy in that period.
In November, 2013 the discount rate was on the level of
0,25%. Then the level of trust gradually increases by the year
2014. The “cheap money policy” proves to bring positive
results. Figure 3 reveals the change in the distribution of
trust in the ECB in the Old EU1S countries in the period
2012-2014 in terms of boxplot diagram. From 2012 the
trust in the ECB has significantly deteriorated (the mean
goes from 70% to 40%).
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Source: Author’s calculations based on Eurobarometer survey data
Fig. 2. Trust In The ECB By Country, % - EU15,2012-2014
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Source: Author’s calculations based on Eurobarometer survey data
Fig. 3. Distribution of Trust in the ECB, % - EU1S,
2012-2014 - Boxplots

Table 4 provides summary statisticsin the Eurobarometer
survey across its main socio—demographic categories and
groupings. The respective means give an impression about
who supports the ECB to a less or a bigger extent. Firstly,
the population that support the ECB is approximately equal
to the population that does not trust in the community
bank, with a mean value of 0,51. Even if there are still more
supporters of the ECB, this data should provide an alarm
for the European institutional framework, in consideration
that in 1999 (in accordance with Farvaque et al. (2010))
the mean value was 0,67. This meaningful drop is strongly
affected by the PIIGS Economics crisis in 2012 and the
magnitude of this scepticism forced Mario Draghi to claim
the famous sentences "is ready to do whatever it takes to
preserve the Euro. And believe me, it will be enough” in
order to mitigate the speculative financial attack.Referring
to the population characteristics, the gender sex is not
so much relevant, with the male population that weakly
tends to have negative impressions, with a value of 0.48,
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Table 4

Trust in the ECB by Socio-Demographic Category -
Summary Statistics. Source: Author’s calculations
based on Eurobarometer survey data

Mean Star‘xdérd Observations
Deviation

Full Sample 0.51 0.5 106789
Gender
Male 0.4878211 0.4998569 55742
Female 0.5432099 | 0.4981347 51047
Age
15-24 years 0.5168488 0.4997445 10424
25-39 years 04957416 | 0.4999942 22771
40-54 years 0.5126274 | 0.4998506 27317
5§ years and older 0.5259766 | 0.4993309 46277
Education
Up to 15 years 0.3854239 | 0.4867084 21541
16-19 years 0.4736091 | 0.4993105 37955
20 years and older 0.6199971 | 0.4853943 37320
Still studying 0.5443505 | 0.4980588 9973
Political Placement (data available only 2014)
Left 0.419105 0.4934338 13250
Center 0.4474816 | 0.4972514 16817
Right 0.5389294 | 0.4985125 9246
Economic Expectations
Same 0.57 0.49 60501
Better 0.61 0.49 18213
Worse 0.33 0.47 280758
Class
The working class of | 0.4256431 | 0.4944501 35599
society
The middle class of | 0.5402838 | 0.4983807 53165
society
The upper class of 0.5750319 0.494349 32887
society
Occupation
Unemployed 0.3840563 | 0.4863989 9935
Retired 0.5258903 0.499338 32359

meanwhile the female population tends to trust in the
European Central Bank. On the other hand, it is worth
noting that the scepticism among men are bigger than
among women. The age of the population is also not
relevant in terms of a trust deviation. In particular, it can be
noticed that all the mean values tend to the central value
of 0.5, with a small negative deviation for the 25-39 years
part of the population and a small positive deviation for
the oldest part of the population. These modest differences
are surely correlated to the unemployment crisis that
the PIGS country are experiencing in this economic
period. Differently to the previous data, the education is
strongly spread out in function of the age when the person
interviewed had ended to study.

In fact, the part of the population that are ended up to
1S years of education is significantly sceptical about the
ECB, with a mean value of 0,38. The under-educated are
usually the part of population that own less income because
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of the low salary gained doing a job that requires low skills
(Miller, 1960; Schulz, 1961; David 1963 ). Furthermore, in
the last economic crisis the poorer part of the population
was more affected by the economic recession, with a lower
salary and more unemployment, causing an important
disbelief in the European Central Bank policy. The poverty
condition can be also a caused by the wish of change from
the actual framework. It is worth noting that also the
second educational population interval, 16-19 years, tends
to have a discordant belief about the ECB, with a mean
value of 0,49. On the contrary, the over-educated part
of the population, with more than 19 years of education,
puts a meaningful trust in the European Bank. This could
be explained at first with the same argument of the under-
educated. There is in fact a strong positive evidence between
levels of education and earning, so this part of population
tends also to have a lower impact on the wellness and,
apart from that, this part of population has consequently
an important desire of stability. We should also highlight
the balance between the lower educated and the upper-
educated, since the average value between those two is
approximately equal to 0.50, namely the equality between
trust and distrust. This has a double relevance: at first, as
the medium class is also approximately equal to 0.5, the
education in average does not move the preference of the
entire population on the ECB policy; secondly, this gap
shows also that the deviation from the central 0,5 value
has the same magnitude, 0.11. For this data, the difference
between the 1999 values should be compared: at this period
all the population was more optimistic about the ECB. The
political preferences show a tendency not to trust in the
ECB, as the major part of the left and centre political electors
do not support the European bank institution, with a value
of 0,45 for centre and mostly with a value of 0,42 for the
left. On the contrary, the right has a weak tendency to trust
in the ECB. These values shows at first that the preference
"goes" from the left, akin to the Keynesian economy and
for that reason this part of population wishes a government
intervention in order to support the economy, to the right,
that on the opposite are akin to the conservative policies,
almost always adopted by the ECB.

The economic expectation about the future are strongly
correlated with the trust ornot trustin the European Central
Bank, as the worse expectation mean value is strongly lower
than 0,5, with a value of 0,33. It is straightforward that who
does not put his trust in the ECB has also a pessimistic
point of view, and the magnitude of the pessimism is bigger
than the optimism of the population that trust in the ECB,
with a value of 0,61. This data, collected in 2014, is not so
much affected by the LTRO announcement in July 2014
and mostly is not influenced by the first QE implemented
by the European Central Bank, decided on the 22nd of
January 2018 in order to stabilize the inflation to the 2%
value. It is also important to highlight the dramatic drop of
the value in comparison with the 1999 values, with a loss of
0,17 in mean for the optimistic expectations and a loss of
0,24 for the pessimistic one. The class divisions has roughly
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the same value of the education interval values: in fact, the
working class of the society has a meaningful disbelief for
the ECB, but this is approximately compensated by the
trust of the upper class.

Finally, it is worth emphasizing how much the
unemployed do not trust in the ECB. This data can be
seen as a result of the economic condition, also keeping in
mind that the unemployment issue was not considered as
a target for the ECB until the economic crisis of 2012. It
is also straightforward that this data is a consequence of
richness loss caused by the crisis that caused an increment
of the unemployment rate.

4. Econometric Estimation of Determinants
of Trust in the ECB

The model of Farvaque et al. (2010) is employed:

Trust, =f(Inf Dem’ JPol’, ) EcoExp,,D, t,C T, c)+e

Trust is the oplmon of a respondent iin country j at
the tlme/ wave t of the Eurobarometer survey. Inf it is the
measure of inflation at tin the j-th country. Dem’, isa vector
of “demographic variables” such as age, gender, education,
employment status. The income variable was omitted
in our calculations. Instead, we introduced the variable
of the social class in society. Pol’_ is a vector of “political
variables”, such as the politalideology of the i-th respondent
in the j-th country at t, and the trust in the European
Commission. EcoExp, are the expectations regarding the
future economic situation by the respondent. C. represent
the country-fixed effects, T, — time/wave fixed effects, €, i
the error term of the regression, c is the constant term. In
the paper of Farvaque et al. (2010) the following variables
are recognized to determine the trust in ECB, namely:
education, age, gender, income, employment, political
ideology, trust in European Commission, expectations
about economic situation. Apart from this, we include a
number of macroeconomic variables at the country level,
such as GDP per capita (expressed in constant national
currency per person), unemployment rate and inflation
(CPI). Data comes from the International Monetary Fund.
Table S reports about the results.

The model shows at first the insignificance of the inflation
on the trustin the ECB, as the regressand is not significantly
different from zero. The other characteristics took into
account on the questionnaire that are not meaningful are
the age (since the interviewed are not older than 54 years)
and the political preference for the center. The strongest
variable that influences the trust is the occupation, with
a strong significant negative impact for the trust as the
individual is unemployed, with a value of -1,29. Negative
impact on the trust has also a situation of being retired, with
a value of the regressor of -0,97. A meaningful impact also
have the years of education, in particular the more years
the individual studies the more the trust to the ECB he
has. The social class affinity is also significant for the trust,
in particular if the individual belongs to the upper class.
The effect of the economic expectation are approximately
equal, with a small tendency to the negative impact caused

Table 5
Evolution of Trust in the ECB
after the Financial Crisis - EU15,2012-2014

Regressors 2012-2014
Inflation (t) -0.005
Gender (BL: Male)
Female 0.235 o
Age (BL: 15-24 years)
25-39 years -0.042
40-54 years 0.021
55 years and older 0.392 **
Education (BL: up to 1S years)
16-19 years 0.326 o
20 years and older 0.706 o
Still studying 0.458 o
Political Placement (BL: Left)
Center 0.162 e
Right 0.346 e
Occupation
Unemployed -1.249 e
Retired -0.979 **
Class (BL: The lower class of society)
The middle class of society 0.400 o
The upper class of society 0.830 o
Economic Expectations (BL: Same)
Worse -0.622 o
Better 0.583 o

Significativity codes: ***0.001; ** 0.01; * 0.05;.0.1; " 1

by pessimistic expectation (- 0,62 ) against a positive effect
of optimistic expectation. Finally, small but significant
positive effect have being affined to the right policy point
of view and the gender.

5. Conclusions

Comparing the results of Farvaque et al. (2010) it can
be said, that considerable difference hasn’t been noted.
According to our findings, still people with higher level
of education, people with a higher social status, people
with center or right-wing political orientation, people
with optimistic expectations on the economic situation
have more trust in the ECB. However, we have found that
women have become more supportive about the ECB
than men in contrast with the findings of Farvaque et al.
(2010). It can be explained by the higher level of women'’s
involvement in business activity in recent years and
because women become more educated and politically
involved and thatis why they are more confident about the
ECB. Factors that influence the trust in the ECB the most
are: occupation, years of education, the social class. As
to our findings, a socio-demographic portrait of a person
who has a high level of trust in the ECB looks as follows:
it is a well-educated, employed woman in her fifties that
belongs to the upper class of society, has center or right
political affiliation and has positive expectations about
the economic situation in the country. Definitely, a trust
in public institution as the ECB has been deteriorated
due to the PIIGS Economics crisis in 2012. The north has
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to finance the debts of the south. Trust in the ECB has
considerably declined in the year 2014; the numbers in
Germany and France for the year 2014 are striking. Most
visible decline of trust was recorded in Italy, Ireland,
Greece, Spain and Portugal. So does it mean that distrust
can kill the euro? We should take into consideration the
fact that new countries still keep joining the Eurozone as

Vol. 1, 2015

the European system. During crisis, the main objective of
a central bank is to bail out institutions and markets. The
Euro system needs to monitor the banking and financial
system in its jurisdiction. It also should develop and
keep up with the regulatory and supervisory policies and
practices. The situation when it will be possible to tell that
distrust might kill the euro is only possible in the case if

well as the EU. However, it can be also claimed that the the most crisis-affected countries decide to abandon the

world economic crises has revealed the disadvantages of

euro and leave the Euro system.
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Hatanba KOCTHOYEHKO
NCIbITAHVWE OOBEPUEM: HEOOBEPWE MOXET YBUTb EBPO?

AHHoTauus. Lienblo pa6oTbl siBNISETCA onpeesieHne AUHaMrKy fosepus K EBponenckomy LieHTpanbHoMy baHKy
B COBPEMEHHOM Mepurofe 1 CPAaBHUTb Pe3ynbTaThbl C NpeablayLlmm nccnegoaHmem Farvaque et al. (2010), a Takxke
nccnepoBaTb BOMPOC BaXKHOCTW JOBEPUA HaceneHna K rocyfapCTBEHHbIM OpraHU3aumAaM AnA SKOHOMUYECKOW
cuTyaumm B cTpaHe. [laHHas paboTa nocasLieHa n3yyeHuto GakTopos, onpefensowmnx fosepue K ELIE. MeToguka.
Mbl ncnonb3yem flaHHble 13 Onpoca nof HasBaHuem «EBpobapomeTp» EBponelickon Kommccun. Mol paccmaTpu-
BaeM AaHHble B 15-Tu cTpaHax-uneHax EC. [poBefeHHOe nccneqoBaHne faéT OTBET Ha BOMPOC: MOXKET NN HefjoBe-
puve youTb eBpo? laHHOe uccnegoBaHue ncnosnb3yeT mogesns Farvaque et al. (2010), paclumpss BpeMeHHble pamKiu
6onee paHHUM nepuopom. Pesynbratbl. [ocne mupoBoro ¢prHaHCOBOro Kpusnca gosepue K ELLB 3HaumTenbHo
YMEHbLIMNOCh. B COOTBETCTBUMN C HaluMMK pe3ynbTaTaMu, HacesnieHne, KoTopoe noaaepkmeaet ELB npnbnusn-
TeSIbHO PABHO HaCeneHnto, KOTOPOEe He MOAAEPKNBAET OOLLECTBEHHbIN 6aHK. MpakTuyeckoe 3HavYeHue. B cooT-
BETCTBMM C HalUMMK pe3ynbTaTaMu, HaceneHve ¢ 6osee BbICOKM YPOBHEM 06pa3oBaHuA, ¢ 6onee BbICOKUM CcoLu-
anbHbIM CTAaTYCOM, C LEHTPaSIbHON MU MPaBON NONUTUYECKOW OpUEHTaUMNeN, C MONOKUTENbHBIMU OXMUAAHUAMN
o 6yayuiem 6onblie foepstoT ELIB. OgHako, Mbl OTMETUIIN, UTO XKeHLWMHbI cTanu 6onblie foBepaTb ELLB no cpas-
HeHuo C pe3ynbTaTamu Farvaque et al. (2010). 3HayeHne/opurnHanbHOCTb. Bonpoc foBepus K rocyfapcTBeH-
HbIM OpraHM3aLMAM NpeacTaBnaeT 60NbLION NHTEPEC A8 SKOHOMUYECKOTo nccefoBaHma. Bcneactesre MupoBsoro
dUHaHCOBOro Kpur3nuca, JoBepue K eBPOnernckomy LieHTpasbHOMY 6aHKy CTano ouvyeHb akTyasibHbIM BOMPOCOM.
B vactHocTu, foBepue K EBponeiickomy LleHTpanbHoMy baHKy nocne MnpoBoro prHaHCOBOro Kpr3uca, B neprop
€ 2012 no 2014 rr., KOTOPbIN UCCNefOBaH B JAHHOM CTaTbe.
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