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Introduction

In modern societies, the lives of people are influenced by an infinite number of factors. One such factor that at the same time influences and is influenced by modern people is the economy.

Economy influences societies through the macro-economic and micro-economic events that happen in the world and people influence economy with their behavior. In particular, consumer behavior is a part of the human activity that has deep effects on the economy. Consumer behavior is influenced by external but also by internal psychological factors that refer to feelings. In other words, depending on how the members of a society feel they will adopt different behaviors that will affect the total economical system of the society. 

One feeling that has great effects in the consumer behavior of modern people is the feeling of fear. Fears are powerful cognitions that help us protect ourselves against dangers but sometimes they can backfire on us. Other examples are the feelings of happiness, of success, of confidence but the one that will be more used in this work is the feeling of uncertainty. Uncertainty, as it is defined in later pages of this work, refers to the lack of certainty in the future course of a construct, so consumer uncertainty refers to the feeling of not being certain for the future state of the economy. When uncertain, the consumers tend to spend less and save more in order to be prepared for the upcoming unknown future. This behavior can lead in less circulation of money in the market and consequently reduce the growth of an economy. Uncertainty can be created by many reasons and macro-economy is one of them. Many times the economical system itself makes people to feel uncertain of the short-term future and make them adopt relative behaviors. The way macro-economy has an effect in consumer uncertainty in different cultures in Europe is the aim of this thesis and this is the reason why it carries the title “Consumer uncertainty in relation to macro-economic events”.

By working on the effect of macro-economy on consumer uncertainty, this thesis, aims in giving further insights on the way feelings are affected by the economy in different countries and what is the role of culture in it. Of course it is expected that as people grow in different cultures they will adopt different patterns of reactions towards the same event and consequently they will form different levels of uncertainty. When finished, this thesis will have contributed to the reality of our world with more information on the way consumer uncertainty is defined and created, on how it is affected by different macro-economic events and on how it is affected in different cultures.

It is indeed very motivating for someone to work on the dark sides of the human behavior and to try to illuminate them. Uncertainty, fears, stress etc. are behaviors of the human soul that can deeply affect our lives and it is really intriguing and interesting to understand them and handle them better.

In the first part of the thesis there will be an effort to establish a theoretical background of consumer behavior and macro-economy, in order to position better the scientific problem of the thesis in the existing theories. In the second part there will be the description of the data and the methodology that will be used. In the third part there will be the analysis and the results and finally in the fourth part the final conclusions will be presented.

Chapter 1

Consumer behavior and consumer confidence
It is true that one of the most important and interesting topics in the science of marketing is understanding the way that consumers make decisions over their purchasing strategy. Influenced by many factors, consumer’s behavior can be decisive over the launch of any successful marketing strategy. 

Human behavior is one of the most mysterious fields of scientific activity. Even if a great amount of work has been invested on it, several of its sides remain in the dark. In this chapter we will try to understand the complexity of the consumer behavior.

In the first part of the chapter there will be an overview of already existing theories on consumer behavior and in the second part there will be an effort to define consumer confidence and explain how it is related to consumer behavior, from what factors confidence is influenced, what implications can have for the economy and also how macro-economy can have an effect on it.

1.1 Consumer behavior
Even from ancient times there were organized efforts in analyzing and understanding the human behavior. Plato and Aristotle were among the most important people who tried to understand the elements of the human soul and the internal and external factors that influence human actions and behavior. Of course at this point of history the concept of the consumer didn’t exist in the way we perceive it today and the modern theories of consumer behavior, even if they carry the same will to understand the complexity of the human mind, are very different.

Walters and Paul in their book “Consumer behavior: An integrated framework” (1970) perceive as consumer “anyone who has the possibility to buy something” and they differentiate the term customer as being the “one who actually buys a specific product or service”. They furthermore identify 5 factors that put any consumer in the so called “consumer dilemma”. Because consumers “1.never run out of needs, 2.have limited money available, 3.have limited amount of information, 4.lack the time to compare and decide, and 5.lack training” (p.138-139), they are in a constant dilemma on what to buy and in what quantities. As P. Malliaris puts it in his book “Introduction to Marketing” (Athens 1990, p. 185) “because consumers have unlimited wants but limited money and know that in order to buy they have to pay, they are trying to purchase the combination of goods that will maximize their utility”. For all these reasons, consumers develop their strategy that according to Walters and Paul has two dimensions “rational and emotional” (p. 142). 

  A very common definition of the term consumer behavior is given by Belch & Belch in their book “Advertising and Promotion: An integrated marketing communication perspective” and that is “the process and activities people engage in when searching for, selecting, purchasing, using, evaluating and disposing of products and services so as to satisfy their needs and desires”. Belch & Belch see also the process that derives from consumer behavior as a 5 staged process that is based in internal psychological processes and is expressed in the consumer decision making process.  This process is depicted in figure 1.
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In the first stage (Problem Recognition), the consumer recognizes that has a problem and needs a solution that can be found in purchasing a product or a service. This problem can be connected with any of the infinite needs or desires of the person. Depending on the internal psychology (Motivation) of every person and on how the same problem is perceived differently by different people, each consumer will be more or less motivated to find the solution of the problem. If for example the problem is related to health, the consumer will be more motivated to solve it than a problem related with the need of cookery equipment.

In the second stage (Information search), the consumer starts searching for information on the defined problem and it’s possible solutions. The related psychological stage is called “perception” and refers to the way each consumer perceives the available information. The same source of information, for example, can be considered more or less credible by different people.

In the third stage (Alternative evaluation), the consumer has collected enough information on how to solve the problem and starts trying different alternatives in order to decide which solution is the best. In order to do that, the consumer, has combined the available information (Attitude formation) in a way that has led him in forming an attitude towards the different solutions thus making the alternative evaluation possible.

Later, the consumer decides which alternative is the one that solves best his problem and proceeds in the “purchase decision” or in other words buys the related product or service. In the terms of the psychological process, the consumers integrates (Integration) in using the purchased decision.

Finally the consumer proceeds in the final stage of the consumer decision making process in which the use of the purchased solution is evaluated (Post purchase evaluation). The related psychological stage is that the consumer has learned (Learning) from the above mentioned procedure and then he will decide whether he will use the solution again or not.

The first three stages of the consumer decision making process, given by Belch & Belch, can be also considered as Solomon, Banassy, Askegaard and Hogg define in their book “Consumer behavior: A European perspective”(2006) as “Pre-purchase issues” while the fourth stage as “Purchase issues” and the fifth stage as “Post- purchase issues”. Furthermore, Solomon, Banassy, Askegaard and Hogg in the same book define consumer behavior as “the study of the processes involved when individuals or groups select, purchase, use or dispose of products, services, ideas or experiences to satisfy needs and desires” (p.6).

The common ground on which modern theories of consumer behavior are based is already obvious and the same applies for all the factors that can influence the before mentioned processes. Malliaris describes a list of possible factors such as, age, available income, utility of the product, marginal utility of each product, prioritization of needs and wants, social structures, culture, social learning effect and psychological issues. According to Malliaris, these factors can be divided in two categories “intrapersonal factors” and “environmental factors” (p.217).  The complexity of the consumer behavior and the way these factors interact with each other can be depicted in figure 2 as it is suggested by Malliaris in his book “Introduction to Marketing” (p.225).
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From figure 2 and the before mentioned, it becomes obvious that the final purchasing decision of a consumer can be influenced by many things, often not-related with the consumer behavior. As a general conclusion it can be considered that each different personality of every person can drive into a unique consumer behavior. Of course, depending on many factors, these individual behaviors can have things in common and this is what marketing should try to identify in order to provide solutions to businesses and consumers. 

1.2 Consumer confidence and uncertainty

Consumer confidence is a very important factor that influences the consumer behavior. It is defined by James E. McWhinney in his article “Understanding the Consumer Confidence Index” (available on www.investopedia.com/articles/05/010604.asp) as “the degree of optimism that consumers are expressing for the state of the economy through their saving and spending activity”.  According to that definition it is obvious that consumer optimism and confidence are in direct positive relationship. Furthermore, spending is also related with confidence in a positive way. If consumers feel confident about the economy, spending is increased, which is very important for social and economic development. McWhinney supports that consumers are responsible for a large percentage of economic growth and the more confident they are, the better for the economy.

In the article “Mood states and Consumer Behavior: A critical review” by M.P. Gardner (Dec. 85 p.599-618) it is demonstrated the importance of “non cognitive factors such as subjective familiarity or attitude towards the advertisement, fun and fantasy” in consumer behavior. More specifically, mood plays a critical role in various situations like “service encounter, point of purchase, response to advertising…”.The intrapersonal, non cognitive, feelings of a consumer indeed play a critical role of the economic activity and confidence is a very important feeling of the human soul. 

A very good way to measure consumer confidence is with Consumer Confidence Index (C.C.I.), but more information about its function and its origin will be given later in chapter 3.

In general, confidence refers to a feeling of certainty that a possible situation or thing will happen in the future or that will move towards a specific desirable direction.  For example, consumer confidence, in general, refers to a feeling of certainty that there will be economic prosperity in the nearby future. On the other hand, “uncertainty” refers to the feeling of not knowing the direction of a certain construct. Uncertainty in general is the feeling that things might turn into an unknown direction. For example, the recent credit crisis creates feelings of uncertainty for the future economy.

Urbany, Dickson and Wilkie(1989) identify two dimensions of uncertainty, “knowledge uncertainty” that refers to uncertainty concerning the knowledge of consumers towards different alternatives and “choice uncertainty” that refers to uncertainty on which alternative to choose. In another work, A. Sadmo(1970) refers to Marshal and Boulding to identify the effect of uncertainty related to capital investment and uncertainty related to future income and their effect on saving. As described before, consumer behavior, among other things, is a process of selecting, evaluating and using of products. For all of these actions the consumer engages himself in making different decisions in choosing between products, alternative ways to dispose etc. Bechara(2004) supported that the decision making process is a paradigm that involves “(1) a dilemma that requires evaluation of pros and cons of various options and (2) the outcome of a given action is uncertain and unpredictable” and by using the “gambling and betting tasks” in groups of people who suffer from orbit frontal damage he supported that emotions play a decisive role in the decision making process of people. Bechara, even identified what psycho-somatic actions, influence more the decision making process when making decisions under certainty or ambiguity. Confidence and its fluctuation is an emotion of great importance in everyday life and it is logical to expect to have influence in the consumer and more important in the social behavior of anyone. In relation to confidence, Buehler and Griffin (2003) support that people tend to “optimistically bias their prediction about the completion of a future task”. Of course, in their work confidence appears to influence the social behavior of people that depends on the performance of a specific individual. Planning the completion time of a future task is a behavior that depends on the individual. On the other hand, in this thesis, it is examined if confidence and uncertainty is created to individuals by the behavior of other people, institutions and the economy in general in different cultures. In another work by Ulkumen, Thomas and Morwitz (2008) confidence is related to future budgeting. According to Ulkumen, Thomas and Griffin, people tend to be more confident when planning short-term budgets (for the next month) rather when planning for long-term budgets (for the next year). Additionally they support the finding that when consumers are confident, they will be less likely to adjust their initial budgets and that when the consumers are not confident will be likely to make adjustments in their initial estimations. As it gets obvious, the term uncertainty in international literature is used more with its linguistic significance, referring to situations in which the consumer is uncertain of the direction of certain construct, than as a part of economic terminology.

In the effort to define “consumer uncertainty”, the volatility of consumer confidence can be of help. In certain periods of time, consumer confidence fluctuates a lot around a time varying mean while in other periods fluctuates significantly less. When confidence fluctuates a lot it means that consumers are not confident of the current and future situation and there are high levels of uncertainty. Thus, consumer uncertainty can be identified by the volatility of consumer confidence. When uncertain, the consumer is likely to reduce spending and increase saving carrying the related consequences.

Confidence and uncertainty can be influenced by many factors, personal and environmental. Of the most important environmental factors are the macro-economic events that happen in a certain period of time.

As it was demonstrated in this chapter, consumer behavior refers to a process for fulfilling consumer needs and desires. There are several stages within this process that can be influenced by many predictable or non predictable factors. Ages, product utilities, available incomes, are few examples. A very important factor that influences the purchasing strategy of every one is the feeling of confidence and uncertainty. When uncertain, the whole process of behavior is influenced and the consumer is likely to reduce spending and increase saving in order to be prepared for the upcoming “uncertain” future. Even a small fluctuation in the balance between spending and saving can have significant influence in several macro-economic values like the inflation, G.D.P., the economic growth in general and many more. It then becomes apparent, that scientific activity on the behavior of factors that influence confidence and uncertainty, as influencing factors on consumer behavior can be very useful. Many factors can create uncertainty, affecting consumer behavior, and macro-economy plays an important role. In the following chapter there will be an effort for better understanding of macro-economy and its influence.

Chapter 2

Macro-economic events
The two most basic dimensions of the economic science are micro and macro economy. In simple words, micro-economy studies the relationships of economic actors within an economy, while macro-economy concentrates on how various economic systems function as totals and how they interact with each other.

Although the macro-economic way of thinking started much earlier, the first time macro-economy was used as a term was in the first half of the 20th century. Important in this chapter is to understand the difference between the economic and social character of macro-economic events and how they influence our societies.

 In the first part of the chapter, will be an effort to define macro-economy and the respective economic events, while in the second part there will be an effort to define the socio-economic character of macro-economic activity.

2.1 Macro-economic science

A very good definition for macro-economy is given by Athina Petraki Kotti in her book “Macro-economy, Theories and Policy Suggestions” as “the science that studies the function of the economy as a total, the behavior and calculation of the total values of an economy and the factors that cause changes in these values”.

If attention is paid to the second part of the definition, the terms “total values” and “factors” refer to specific economic values that measure various sides of the economic activity. Such examples are the inflation, the unemployment, the average income etc.  All these values play a critical role in our societies and influence in many ways our everyday life. For that reason, macro-economy, except from its economic side, has important social influences.

The importance and the social character of macro-economic science is obvious when someone watches the news or gets involved in environments where political, economical or business decisions are made. It is important to understand the average way an economy works and how total values are identified, for making effective decisions in business and in politics.

2.2 Economic and socio-economic events
As it became clear from the previous paragraph, understanding the way an economy works and the way its representative economic values are made, is necessary not only for those that are going to work on economic science or those that will be officers in big companies but also for people who will be involved in politics and in general, for every single citizen. 

In our modern societies, every day, there are facts, decisions, measures and suggestions that influence the economic life and carry good or bad consequences for everyone. It is really useful then, for all the people and institutions, to be able to appreciate the consequences of the above mentioned decisions and measures that can change everyday life. In other words, it is important to understand the different “economic” and “social” consequences of macro-economic actions.

As “economic events” we can define all those macro-economic events that happen in a clearly economical context and carry consequences of economic character for the actors of an economy.  The appreciation of currency, for example, is a macro-economic event that can have multiple effects in the economy of country of origin and in other countries as well, but at the same time, it doesn’t have direct consequences on the social structure of the country. Other examples could be the inflation fluctuation, interests, G.D.P. etc. 

On the other hand, there are events that can influence at the same time the social system and the economy of a country in a very direct way. War is such an example. Another example is the fluctuation in oil price. In many cases, the examples don’t need to be of such extremes. It is not only a war or the fluctuation in the price of the main energy commodity that can have effects of social character. Trade partnerships between countries can as well, especially if someone considers the course of the E.U. and how the relationships of the country-members changed between them and also with countries outside the Union. The stability in relation to peace and political life and also the economic help that many countries received from E.U. changed their societies and the future of millions of people.

Those events that influence the economy of a country and at the same time carry social consequences for one or more countries can be defined as events of socio-economic character and can be called “socio-economic events”.
2.3 Macro-economy and consumer behavior
 Economists were interested in the analysis of consumer behavior with the help of macro-economic way of thinking even from the early 20th century. Of course, at this time, consumer behavior was more treated to its components, meaning spending and saving, than as a complete function of social life.

One of the earliest economists who tried to identify the behavior of spending and saving was Keynes. As Kotti describes, the most important ideas Keynes supported were that “total spending is in direct relationship with real income and that the marginal tendency to spend is positive but not greater than 1”. His ideas can be depicted as in figure 3.

C stands for real spending and Y stands for real income. The line C shows what the spending will be for different levels of income and the line OA shows the average tendency for spending for the YA level of income.

The line of spending starts from a point higher than 0 and this happens because there is a cluster of products that refer to basic needs and have to be consumed no matter what the income is. 
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Keynes ideas for the relationship between income and spending emphasize on the absolute income in a certain period and this is why they are called as “absolute income hypothesis”.

The first one who challenged the ideas of Keynes was J. Duesenberry. Duesenberry supported that spending activities of a household are not only related to its income but also in the spending activity of other households that come in contact with. Using social psychology he supported that because of the “demonstration effect” one household affects the purchase decisions of other households making the average tendency for spending to change between households on different levels of income.

Other economists who gave further insights in the relationship between spending and income were Modigliani, Ando and Brumberg with the “life cycle hypothesis”. According to this hypothesis, households make decisions by aiming in distributing evenly their spending activity through their whole life. To achieve that, people, sometimes spend more and sometimes less and when they feel it is needed they save money in order to spend it later. In simpler words, household spending activity in a certain period of time is only a part of a long term spending plan and depends on current income and in future expected income.

To conclude, we saw in this chapter that macro-economy is the science that analyzes economy as a total and tries to identify the factors that influence economic values. Macro-economy can have purely economic influence on people through the so defined “economic events” and mixed economic and social influence by the so defined “socio-economic events”. Economists have made great efforts in analyzing, by a macro-economic perspective, the spending and saving behavior of consumers and they identified income as one of the basic factors of consumer behavior. We saw that there were some efforts to include socio-psychological factors in the analyses but the focus remains economic.

 In the following chapter there will be an effort to present the method and the data that will be used throughout this work in order to demonstrate how macro-economy can have further effects on consumer behavior in different countries and how culture influences the reactions of consumers in different places towards the same event.  
Chapter 3

Data description and Methodology
The effort to identify the theoretical background concerning “consumer behavior” and “macro-economic” events was given in the first two chapters of this work. But, as always in science, after theory, practice is to follow.

In this chapter there will be an effort to describe the sources and the data that will be used for the analysis and the way the analysis is going to happen. In particular, in the first part of the chapter there will be a description of the main sources of data concerning consumer confidence, macro-economic events and culture while in the second part there will be the description of the methodology that will be used before results and conclusions are made.

3.1 Data description
As it was mentioned before, the aim of this thesis is to demonstrate how consumer uncertainty is influenced by various macro-economic events in different cultures. In simpler words, the aim is to understand how an event in domestic or in the world economy will affect the feeling of being confident in consumers and how this changes between different cultures.

According to the previous definition there are three thematic entities that need to be explored and respective data need to be collected. The first issue is to find a way to measure the feeling of confidence and in particular how it affects consumer behavior. Second is to identify a number of interesting macro-economic events of economic and socio-economic character, the influence of whose is going to be investigated. Economy, among other, is also an expression of social life and culture plays an important role in it. Consequently, a way to identify the cultural attributes that play a role in forming consumer confidence and how consumer confidence responds to different events in different cultures is the final need for data collection.

For all those needs there are answers in international literature. In order to measure consumer confidence, the Consumer Confidence Index (C.C.I.) can be used and the theory of G. Hofstede of the five Cultural Dimensions can give an answer to the third need for data. Finally we need only to identify the macro-economic events that will be the source of our scientific thinking. Let’s see each of them respectively.   

3.1.1 Consumer Confidence Index (C.C.I.)
The C.C.I. is a reliable tool that measures consumer confidence for more than twenty years already. For the first time, C.C.I. was calculated in 1985 by the Conference Board in the U.S. and for that year its results were set in 100, for later comparison. Since then the results of 1985 are considered as a benchmark that all later results are compared with.

The index is calculated monthly by the use of a survey. As McWhinney puts it in his article “Understanding the Consumer Confidence Index”, “opinions on current conditions make up 40% of the index and expectations of future conditions comprising the remaining 60%.”. In the same article, McWhinney gives the five questions that the survey consists of, those being “1. Current business conditions, 2. Business conditions for the next six months, 3.Current employment conditions, 4.Employment conditions for the next six months and 5.Total family income for the next six months”. McWhinney further explains that each answer is answered as “positive”, “negative” or “neutral” and then “positive responses are divided by the sum of positive and negative responses calculating the relative value that then is compared to the relative values of 1985. This comparison makes an index value for each question. All questions are then averaged together to form the Consumer Confidence Index.”.

Of course, all mentioned above refer to what has been happening traditionally since 1985 in the U.S. In this work, the data used do not refer to the U.S. but to the E.U. and are available in http://ec.europa.eu/economy_finance. The questions used in the survey, for the E.U. countries, as they are available in index, are 1.financial situation over the next 12 months, 2.general economic situation over the next 12 months, 3.unemployment expectations over the 12 next months and 4.savings over the next 12 months. The four questions in the survey are numbered as questions 2, 4, 7 and 11. When, the results of those questions, are added and divided by four, they give the confidence indicator that has the code number 99. The indicator is calculated for different countries of E.U., each of them indicated with its international abbreviation (f.e. ES for Spain etc.) and for the E.U. in average in which the indicator carries the title EU.TOT.99.B.M. The indicator is calculated on monthly base from January 1985 until January 2009 and is expressed as a number that can have a positive or a negative value.

Later, in the second part of the chapter and particularly in paragraph 3.2.1, there is an elaborated description of the method in which, the above mentioned, confidence indicator is going to be used. 
3.1.2 Macro-economic events
Previously, in chapter 2, it was defined the economic and socio-economic character of macro-economic events. Since one of the points of this work is to identify the role of culture in consumer uncertainty, it is necessary that events of each category will be examined. According to that, it would be reasonable to assess the importance of an event with pure economic impact, an event with pure social impact and an event with mixed social and economic impact. Throughout history, were lots of incidents that influenced the economic life of millions of people, like wars, natural disaster etc. and it is really difficult to choose just one or two of them to examine. At the same time there are also some of them that appear with great interest and it is really intriguing to work on them since they bring with them space for scientific actions.

The 9th of November of 1989 was a celebration day for the countries of Europe. For the first time after 28 years the citizens of the former eastern Germany were allowed to travel to the west and the demolition of the Berlin wall started right away as the symbol of the reunification of the two Germanys. The fall of the Berlin wall and the unification of two economies was an event of great social influence and it changed the life of millions of people and most propably it affected consumer uncertainty at its own time. This event of social character will be the first to be investigated and see how it influenced the consumer confidence in Europe.

As it is written in Wikipedia (http://en.wikipedia.org/wiki/Euro) 327 millions of people every day manage their life by using the common currency of the 16 member countries of the Eurozone commonly known as “Euro”. 
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                                                                                                                                                                                                    When it was introduced into circulation in 1st of January 2002 there were mixed reactions from the public, other people were enthusiastic about it while others were very suspicious. Today, after seven years, euro is established in our lives and it plays a very important role in the financial life of the whole planet. For these reasons it would be interesting to investigate how its introduction affected uncertainty in different countries.

One of the saddest news that the world experienced last year was the surprising and rapid fall of the Icelandic Economy. As it was attributed to the global financial crisis, many scenarios appeared on why and how it happened but the one thing that is sure is that it happened and now influences the life of many people. There was only one time in the history that consumer confidence was almost as low as in October 2008 and that was in 1993 during the last economic crisis of the 90’s. Since the available data are not enough to work on the present economic situation, it would be interesting to invest on working in the most recent event of similar character and similar intenseness of effects and that is the financial crisis of the 90’s as it appeared around January of 1993.     

Summing up, the 9th of November 1989 and the fall of the Berlin wall, the introduction of Euro in 1st January 2002 and the last economic crisis of the 90’s, are going to be the economic and socio-economic events that will be investigated in the extent of this work and will give insights into the behavior of consumer uncertainty in different cultures.  

3.1.3 Culture
One of the most important influences in our lives comes from the culture in which we grow up. Culture represents a system of unwritten and written values, spoken and unspoken rules that define in a large extent the way people will behave in their social activities.  One of the fields that is deeply affected by culture is economy and consumer confidence is an expression of economic life that is affected as well.

A scientist who tried to analyze the influence of culture in international business and in economy in general, is the Dutch scientist G. Hofstede. Hofstede defined five dimensions of culture that each country or nation has and that have an effect on the expression of economic activity and consequently in consumer behavior as well.

In every society there is an extent to which some members have less power than others but not in all societies people accept it in the same way. The societies in which the least powerful members, as individuals and as members of institutions, accept and expect the unequal distribution of power, according to Hofstede, are more power distant than others. As it is put in www.geert-hofstede.com the first dimension of culture is called “Power Distance”.

The second dimension is called “Individualism”. This cultural dimension refers to the extent that members of a society tend to act as members of groups or as individuals. In individualistic societies, people prioritize taking care of themselves and their immediate family and they prefer to act as units rather than as members of a group. In contrast, in collectivist societies people prefer to socialize as members of groups, teams and institutions and tend to form strong bonds with each other, attributing great importance to family.

“Masculinity” is the third dimension and refers to the extent to which a society looks up to masculine against feminine characteristics. All over the world men tend to be more competitive and aggressive than women, that often are more caring and humble. The societies that value characteristics of men above those of women are more masculine and its people will tend to assimilate in the social roles more masculine than feminine behaviors. The opposite of masculinity is femininity.

The fourth dimension is called “Uncertainty Avoidance” and refers to the extent that a culture accepts uncertainty, ambiguity and risk. In uncertainty avoidant societies, people feel uncomfortable towards notions and situations that they are not familiar with and tend to rely on religion in order to feel safe against unpredictable possibilities. In societies in which their members accept uncertainty there is a wider flow of ideas and religion is not that strong.

Finally, the last dimension that is called “long-term orientation” refers to the extent that societies value more, behaviors that aim in long-term achieving goals, against behaviors with short-term orientation.

As written before, the aim of this thesis is to demonstrate the effect of certain macro-economic events on consumer uncertainty in different cultures. The above described theory of Geert Hofstede is going to help in this aim. Initially it is hypothesized that culture influences uncertainty and the theory of the five dimensions provides a measured perception of this exact variable. Consequently, as it will be described in more details in par. 3.2.2, there will be an effort to identify the effect of the five cultural dimensions in consumer uncertainty and thus demonstrate the effect of culture in consumer uncertainty under the influence of a specific macro-economic event.

3.2 Methodology
Having identified the data that will be used, it is time to describe the method that will be applied for the analysis. In particular, the methodology will be in two steps. 

The first step refers in quantifying the data that come from C.C.I., for very specific time of occurrence of a certain macro-economic event, by using the volatility of consumer confidence as a measure for consumer uncertainty.

The second step refers to explaining cross-national difference in uncertainty by a specific event. This will happen by developing a model based on the cultural dimensions of G. Hofstede. Let’s see a more detailed view.

3.2.1 Quantification
Before continuing in the description of the first part of the method, it is important to keep in mind that the aim is to demonstrate how consumer uncertainty is influenced by various macro-economic events in different cultures.

Consumer uncertainty was already defined, in chapter 1, as the volatility of consumer confidence. To make it simpler, if consumer confidence fluctuates a lot around a specific mean for the period of occurrence of a certain event then it means that there is a period of great uncertainty. The less fluctuation of confidence the less uncertain the consumers are.

The most useful tool that can help in identifying the fluctuation of consumer confidence is “the variance”. As defined by Andy Field in his book “Discovering Statistics Using SPSS” (2005) variance is “the average error between the mean and the observations made” and is given by the equation: s2=[image: image6.png]


. The symbol of the variance is the “s2”, xi stands for the ith observation of the data and [image: image8.png]


 stands for the mean of the observations, N is the total number of observations in the sample and Σ is the Greek letter that refers to a sum of values. Since the data, used through this work, refer to time (months in particular), it is better to use “t” instead of “x” in the formula and thus it becomes as: s2=[image: image10.png]B(ti -8




. In general, the variance shows how close to the mean are the real observations. A large s2 means that real observations are distant from the mean while small s means that real observations are around the mean.

C.C.I. gives information for how confident consumers are and it measures confidence in a scale that can have positive or negative values. Through years, consumer confidence takes different values that change on a monthly base. When an event takes place in a certain period of time, in order to identify uncertainty, the needed action is to examine the behavior of confidence in the close past and close future. A period of one year around the event is a reasonable interpretation of the terms close past and close future. For example, if an event took place in December of 2000, the behavior of consumer confidence in the period between June 1999 and June 2000 can give reasonable information about how this event influenced consumer uncertainty in different cultures. In this process it would be a mistake to examine the behavior of confidence in absolute values. What are needed to be examined are the annual averages of variance of confidence around the event.

To put it in action, there is a three stage process in the first part of the methodology. The first stage is to calculate the variance. A period for every twelve months is taken and the variance is calculated for this period, then the twelve months that start with the second month of the first group of twelve months are taken and the variance is calculated again. For example, the variance is calculated for the consumer confidence from 2/89 – 2/90 and then is calculated for 3/89 – 3/90 and so on. After one year there will be twelve variances of consumer confidence. By this procedure we then get the average of variance that is better depicted by the following equation: 
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 is the consumer confidence index in country i at time t, with i = 1, …, n, and t = 1, …, T. [image: image15.png]Xl



  is the mean of observations defined by the equation: [image: image17.png]


  and Σ is the Greek letter meaning the sum of values, then this sum is divided by the number of the months which is 12.
The second stage is to plot these deviations into a graph. When this is done the confidence will appear in the graph as a line with high and low points. With the graph, the course of the line is established and then the process of consumer confidence becomes clear. The time points where confidence becomes much lower or significantly higher than the mean are time points with great uncertainty.

The third stage refers to plotting graphs for different countries. It is important to see how confidence changes in different countries around the same time period, influenced by a specific event. When ready, those graphs can give clear explanations about cross-national differences of the direction of consumer confidence. 
3.2.2 Cross-national difference
After consumer confidence is produced in graphs for different countries, next is to investigate on possible similarities and differences. In other words, the next step of the method will be to identify what cultural characteristics influence similar or different reactions of consumers in relation to uncertainty.

In this part, the theory of Hofstede is of great use but there are also some more variables that need to be considered. What suggested here is that when a culture experiences changes in the emotional status of its citizens, is likely that citizens of other cultures, with similar characteristics, will share similar changes more than people of totally different cultures.

If the fluctuation of consumer confidence is considered as a dependent variable and the cultural dimensions of Hofstede as independent variables then there is a possibility to deploy a statistical model of multi-regression analysis that will explain the extent to which culture influences C.C. Since the C.C.I. is already available and the scores for cultural dimensions are already given, the only thing that we need are the regression coefficients for each of the cultural dimensions. As soon as the regression is run then we can identify and explain the cross-national differences in consumer uncertainty created by a certain event.

For this second part of the analysis the moving average of s2 is going to be used but for 6 months around the event. The reason for not using one year like before is that consumer confidence can be influenced by various, more detailed, factors that can be very different between countries. In order to avoid the overestimation or underestimation of the role of culture in consumer confidence it is more reasonable to use a stricter time framework of three months before and three months after the event.

In order to clarify mathematically the before mentioned, the following equation can be used: [image: image19.png]volatility




.
According to the last formula, s2it stands for the variance of consumer confidence in country x on time t. The Greek letter Σ has the same meaning as it was described before and the sum of variances three months before and three months after the event is then divided by 7 which is the number of the months in total (including the month of the occurrence of the event).

The above calculation is going to give the dependant variable of the model, noted Y. Then, the scores for each country in the Hofstede dimensions will be the explanatory variables noted as P.D. for power distance, Ind. for Individualism, U.Av. for uncertainty avoidance, Masc. for masculinity. Unfortunately the effect of long-term orientation, since it has not been estimated for many countries, cannot be included in the regression. For its contribution in such a model we will have to wait for its calculation and then for another work to finish what has started here. Consequently the regression will have the following form: Y= β0+βP.D.*P.D.+βInd*Ind+βMasc*Masc+βUAv*UAv. 

To sum up, in this chapter were presented the data and the method that will be used throughout this thesis. The data come from three thematic entities being the consumer confidence, the macro-economic events and culture. Consumer Confidence Index will be used to measure consumer confidence and the theory of cultural dimensions from G. Hofstede will explain the effect of culture. The three events that will be investigated are the fall of Berlin wall and the unification of the economies of Germany, the introduction of the euro and the economic crisis of the 90’s. The method will be based in computing the annual variance of consumer confidence and then plotting them to a graph in order to visualize the direction and the intensity of consumer uncertainty. The second step will be the analysis of cross-country differences by the use of Hofstede’s cultural dimensions in a regression analysis. 

Chapter 4

Analysis and Results

After having defined the theoretical framework, the data and the methodology, it is time for the analysis. As it was described in chapter 3, the methodology will happen in several steps by using the C.C.I. and the five cultural dimensions of G. Hofstede for three important events of European reality. 

4.1 November 1989
One of the most important days of European history was the 9th of November of 1989 when West and East Germany were about to be reunited. The fall of the wall of Berlin was about to happen and remain in the world history as a major symbol of change. 

In general, Germans carry the stereotype of very disciplined and hard working people who are very formal and punctual in their social relationships. In reality, Germans have very balanced scores in the Hofstede dimensions with relatively low scores (35) in Power Distance and Long-term orientation and relatively high scores (65) in Individualism, Masculinity and Uncertainty avoidance (scores are available in www.geert-hofstede.com).
The fall of the Berlin wall must have caused a great amount of consternation in the established balance of the two German economies. Anyone would expect that a major change of such intensity would create winners, losers and a new distribution of power. The high score in uncertainty avoidance and the low scores in power distance and long-term orientation can be considered as indications that a disturbance of consumer confidence is expected. In chart 1 below, appear the scores, for Germany, of consumer confidence (C.C.) and their relative variance (s2) for the period between June ‘89 and May ’90 and in table 1 the scores in Hofstede’s dimensions (as they appear in www.geert-hofstede.com):
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	Month
	C.C.
	S2

	Jun-89
	4
	13.13788

	Jul-89
	6
	11.87841

	Aug-89
	3
	9.356364

	Sep-89
	2
	8.359697

	Oct-89
	1
	9.039015

	Nov-89
	-3
	9.429924

	Dec-89
	-1
	9.903636

	Jan-90
	-1
	9.903636

	Feb-90
	-5
	11.56265

	Mar-90
	-6
	15.53424

	Apr-90
	1
	25.92992

	May-90
	0
	27.76083


As it becomes obvious from chart 1, the confidence (C.C.) significantly declines after July 1989 until it has a major comeback from -6 to +1 in April 1990. During this period the variance (s2) is around 9 from August ’89 until February ’90 when it becomes very volatile indicating great distance of C.C. from the mean. A better image of the data can be given by the following graph:

Graph 1
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Obvious as it is, the s2 is relatively steady between 9 and 10 for the close months before and after Nov. ’89 while later rapidly rises. The C.C. volatility is clearly depicted in the next graph that shows the German C.C. in the same period of time:

Graph 2
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From the second graph we see that Nov. ’89 is in the middle of a great fall of C.C. that starts in July ’89 and comes to the lowest point in March ’90 where it reaches the value of -6. From then and until July ’90 there is a rise of C.C. to a value of +4 before it falls again until October ’90. 

If taken in consideration that the lowest score that Germany experiences in C.C. is -30 in March ’93 and the highest is +11 in May ’07 and historically, since January 1985 until January ’09, Germans scored with a positive value of C.C. 52 months, 11 months with a score equal to 0 and 226 months with negative values, it is logical to think that the fall of C.C. in November ’89 is not as bad as it seems. A conclusion that can be made for the behavior of Germans, at this time, is that they were suspicious over a change of positive character. In other words, Germans were very happy for the unification of their country but their emotions didn’t reflect in their purchasing strategy. This behavior can be attributed to the score of uncertainty avoidance. The higher the level of uncertainty avoidance, the higher will be the level that the members of a society will feel suspicious over unstructured situations whether they are for good or for bad.

A country that at the same time is very close and very far from Germany is Denmark. Although the two countries share land borders and it takes only some hours to drive from Copenhagen to Hamburg, the characteristics of the two cultures are very different.  

              Even if Denmark is as individualistic as Germany, in the rest of the cultural dimensions is very different. As it is depicted in the table, Danes are not power distant, they have very low levels of masculinity and they are not afraid of risky and uncertain situations. Unfortunately the dimension of Long-term orientation has been investigated so far only for 28 countries around the world and Denmark is not one of them. Taking for granted that the fall of the Berlin wall had an effect on Danes, we shouldn’t expect a reaction in C.C. like in Germany, since Denmark was not directly affected by the fall, but it is interesting to investigate what happened there and then compare it with other cultures that geographically or culturally are close to Germany.

Table 2
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Chart 2 

	Month
	C.C.
	s2

	Jun-89
	-12
	11.19606

	Jul-89
	-12
	9.596591

	Aug-89
	-11
	7.71697

	Sep-89
	-12
	6.724242

	Oct-89
	-9
	5.433333

	Nov-89
	-11
	7.239015

	Dec-89
	-9
	6.651742

	Jan-90
	-6
	6.698788

	Feb-90
	-7
	7.903333

	Mar-90
	-3
	7.888788

	Apr-90
	-3
	12.12061

	May-90
	-5
	13.19902


One first difference between the consumer confidence of Denmark and Germany, as seen in the chart, is that the C.C. of Danes in this period is always negative and except from that, is, for most of the time, around -10. One thing to notice here is that traditionally the German economy was one of the most powerful in Europe and it would be logical that Germans, even divided, would be more confident than any other European. The s2 is stable until February ’90 before starting to rise significantly. 

Even if negative, consumer confidence doesn’t seem to be as volatile as in Germany. In the close months before and after November ’89 the s2 in Germany was around 9 while in Denmark is around 6. This indicates less volatility of C.C. around its mean and consequently less uncertainty, logical if considered that the social disturbance in Denmark was not as intense as in Germany. A better view of s of C.C. for Denmark in this period is shown by the following graph:

Graph 3
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At the same time different and similar to Germany, the s2 is steady around the event while from February ’90 starts to rise. A first observation at this point is that there is little volatility when the event takes place but it gets higher the months after it, meaning that uncertainty doesn’t develop before or during but only after the event took place. Let’s take a look at the course of the C.C. in a graph:

Graph 4
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As mentioned before, C.C. in Denmark is for all this period negative but the C.C. is having a rising direction. The period from June ’89 until December ’89 looks volatile indicating more uncertainty than after November ’89 when the direction is steadily rising until April. Denmark in general has a diversified economy that relies much on foreign trade. The unification of Germany must had been regarded by the Danes as a positive action and the low levels of uncertainty avoidance made clear the opportunities that were rising for the European economy. For the Danes it was more uncertain the period before November ’89 than after it.

By far different than Denmark and significantly different that Germany is France. Historically, France has been the home of art and revolutions, contributing much in European history. In terms of cultural dimensions in modern times, the French appear as power distant, individualistic people who pay significant attention to the feminine roles of society and feel uncomfortable in uncertain situations. 

Below appear the scores of France in Hofsted’s cultural dimensions and the scores of C.C. and the relative s for the period around November ’89.

Chart 3                                                  Table 3
	month
	C.C.
	s2

	Jun-89
	-14
	3.271515

	Jul-89
	-13
	3.11

	Aug-89
	-13
	3.240833

	Sep-89
	-14
	3.353333

	Oct-89
	-15
	9.7875

	Nov-89
	-15
	15.77356

	Dec-89
	-14
	22.34447

	Jan-90
	-11
	29.44788

	Feb-90
	-11
	41.71455

	Mar-90
	-9
	45.98447

	Apr-90
	-11
	38.4275

	May-90
	-14
	33.96023
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In the French case, consumer confidence is very low, even lower than Denmark, and fluctuates around -15 most of the time. What is interesting here is that even if C.C. appears to be steadily low, s2 increases every month starting from a value around 3 to reach in March ’90 the very high value of 45,98.  As noticed in the other countries, also in France, the C.C. starts fluctuating more not before or during the event but the first months after it. As appears in the before mentioned table, France is a very uncertainty avoidant society that any unstructured situation could create uncertainty, in contrast to Denmark which is a society that is not afraid of changes and uncertainty. In addition, France caries higher values in power distance and masculinity than Denmark but similar levels of individualism. What is worth noticing here is the reaction of C.C. in France is more intense and the big values of s2 indicate high levels of uncertainty. If plotted in a graph the s2 for France appears as follows:

Graph 5
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It is really clear the increasing volatility of C.C. starting in October ’89 until April ’90. More obvious than in any other example, the balanced s of less than 5 until September ’89 is disturbed to increase rapidly in the 6 months to follow before starting falling again. To depict this increasing volatility the next graph shows the values of C.C. in the same period for France:

Graph 6
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France, in contrast to Denmark, appears with higher levels of uncertainty since the s2 of France reaches really high points while the C.C. fluctuates much around a very low level. At the same time in Denmark, the s is lower and the C.C. increases steadily. If taken in consideration also the sizes of the two economies and the factors to which each of them depends on, a first conclusion that can be drawn here is that C.C. will fluctuate more in societies with high feelings of uncertainty avoidance.

In the following table appear the scores of the average of s2 for 9 big countries of Europe for 6 months around November ’89 (Aug.’89-Feb.’90), accompanied with their respective values in the Hofstede dimensions (long-term orientation is excluded since it is not available for all the countries). It is interesting to notice that Denmark caries the smaller value of average s2 while the Netherlands carry the greatest.
	Country
	average s2
	P.D.
	Ind.
	Masc.
	U.Av.

	Germany
	9.650703
	35
	67
	66
	65

	Denmark
	6.730833
	18
	74
	16
	23

	France
	17.95173
	68
	71
	43
	86

	Italy
	17.33546
	50
	76
	70
	75

	Spain
	25.65091
	57
	51
	42
	86

	Belgium
	15.77149
	65
	75
	54
	94

	Netherlands
	31.48834
	38
	80
	14
	53

	Portugal
	10.79894
	63
	27
	31
	104

	Ireland
	20.38646
	28
	70
	68
	35


Chart 4

According to what was mentioned in the previous two paragraphs, it would be expected that countries with high level of uncertainty avoidance will have higher levels of average s2, since higher level of volatility will be expected. Consequently, Portugal will be expected to have higher average s2 than the Netherlands and Spain since the two later countries have lower uncertainty avoidance than Portugal. Unfortunately the argument is false since the average s2 for Portugal is almost 11 which is much lower than the 31.5 of the Netherlands or 25.6 of Spain. The opposite is false as well, since the lowest average s2 of Denmark is followed by the lowest uncertainty avoidance as well. A positive or negative relationship between average s2 and any of the Hofstede dimensions is belied by this chart since there can be established no direct relationship.

Unfortunately, with observations of only 9 countries, it is very difficult to produce a statistical regression analysis in this part. Later on in par. 4.4 there will be a statistical analysis with the collected data from all the three events.
It is really interesting to investigate and understand the way different people react in given circumstances and the examples of Germany, Denmark and France have been very good examples for such analysis. Unfortunately, there are not enough data during the 80’s for consumer confidence in Europe and this makes the analysis short, but nevertheless a first impression of the effect of culture on consumer uncertainty is available. The only drawback here is that the fall of the wall of Berlin is an event with various levels of influence for different countries and it is difficult to assess the different impact for all the cases. In the analysis to follow, the introduction of the euro, is an alleviated event from the before mentioned disadvantage.
4.2 January 2002
The dreams, visions and hopes, of many people, were fulfilled when on 1st of January 2002 most of the countries of the European Union adopted a common currency. The “euro” was to become a very important mean for the economical development of Europe and an important facility for the world’s financial function. When in a balanced economy a change of great intensity happens, is logical to create fluctuations in the totals of the economy. The change of currency, and additionally not in one in economy but in multiple economies, is a happening of great importance for all the actors of the economic and social life. As always in the world, from an event of such impact, different reactions evoke. It will be interesting to observe what were the reactions of consumer confidence in different cultures, when the new currency was about to change the life of millions of people in the globe.

As mentioned before, not all of the countries of the E.U. adopted the new currency. Two of those who didn’t were Denmark and Sweden. Or else called “Scandinavic” those societies share so many similarities in their behavior and in their structure that can be considered as parts of a common culture. In Hofstede’s dimensions, as described already in par. 4.1, they appear with low scores in power distance, high individualism, very low masculinity and low uncertainty avoidance. Only in Sweden appear a low score in long-term orientation (for Denmark there is no available score). Since both countries had the same reaction (not to adopt the euro) towards the same macro-economic event and their culture have almost the same values in Hofstede dimensions, it would be rational to expect that they would have similar reactions in their C.C. as well for the given period. If plotted in the same graph, the s2 of C.C. for the two countries will appear as follows:

Graph 7
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Not surprisingly, even if started from different points and followed different directions, after January 2002 the s2 of Denmark and Sweden have almost the same reaction. To elaborate, Denmark (blue line) starts with a steady and low level of s2 indicating little consumer uncertainty and after the introduction of euro, the s2 increases demonstrating rising of uncertainty as well. On the other hand, Sweden (red line) has already high levels of uncertainty in July ’01 with falling tendency but after euro there is a steadily rising tendency that matches the reaction of Denmark. In other words, even if the Swedish seem to be more uncertain than the Danes, both cultures have the same reaction and with the same intensity in the change of their confidence.

One country that in terms of cultural dimensions resembles much the scandinavic countries but in terms of economic policy orientation is somewhat different, is the U.K. Similar in Hofstede’s dimensions and not having adopted the euro as well, we can expect the same direction of s2 as those of Denmark and Sweden. Plotted in a graph all three s2 appear as follows:

Graph 8
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Even if not Scandinavian, the British reactions (S.D. U.K.) to the introduction of euro follow a similar direction. There can be no doubt any more that similar cultures will lead to the same reactions and the examples of Denmark, Sweden and the U.K. lead to the conclusion that even in different levels, when the gravity of the cultural dimensions is the same there will be similar reactions in C.C. and consumer uncertainty. In other words, when the cultural dimensions of a country, come in the same row, from the highest to the lowest, with the cultural dimensions of another country, then the reaction of consumer uncertainty will follow the same direction in both countries.

To investigate further, it is interesting to see the case of Austria, Italy and Germany. Although different with each other, Italians and Germans appear to consider, in the same way, the importance of the cultural attributes. In other words, the two countries have the same dimension as the one with the lowest score, the same with middle and the same with highest (as the scores appear in www.geert-hofstede.com). This idea becomes clear from the following graph:

Graph 9
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Power distance is the dimension with the lowest score in both countries and uncertainty avoidance the one with the highest. In the middle lie individualism and masculinity with interchanging positions between the countries. A country that is much different than Italy and Germany is Austria with the lowest score in power distance but the highest in masculinity and varying scores in the middle dimensions. The idea becomes clear if Austria is included in the previous graph:

Graph 10
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According to the graphs and the previous analysis and taking into consideration that all three countries adopted the euro in 2002, it would be expected that the moving average of s2 for Germany and Italy will be similar while Austria’s will be significantly different. If plotted in a graph the variance indicating consumer uncertainty for these countries will be as follows:

Graph 11
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As it gets obvious from the graph, the course of s2 of C.C. between Italy and Germany follow very similar direction until Jan.2002 when they change into exactly opposite directions. Throughout the whole period, the reactions of Austrian follow exactly the opposite directions in relation to the other two countries, a behavior that was expected according to the previous analysis. What is interesting and strange at the same time in that case is the change of the direction of s of C.C. for Italians. It is not possible in the framework of this analysis to identify the reasons behind the Italian case but for sure is indicated that there is a cultural effect in the reactions of consumer uncertainty.

The next step would be to try to identify this cultural effect by using the Hofstede dimensions as independent variables in a linear multi-regression analysis with dependent variable the volatility of consumer confidence, calculated as described back in paragraph 3.2.2. From the described sources there were available data for 21 countries in Europe. The next chart shows the scores of Hofstede dimensions for each country as they appear in www.geert-hofstede.com and the calculated volatility for six months around the event as they will be used in the regression analysis.

	Country
	Volatility
	P.D.
	Ind.
	Masc.
	U.Av.

	Belgium
	29.49552
	65
	75
	54
	94

	Bulgaria
	5.047554
	70
	30
	40
	85

	Czech rep.
	13.61132
	57
	58
	57
	74

	Denmark
	5.060152
	18
	74
	16
	23

	Germany
	29.03857
	35
	67
	66
	65

	Estonia
	15.33877
	40
	60
	30
	60

	Ireland
	41.28662
	28
	70
	68
	35

	Ellas
	13.92328
	60
	35
	57
	112

	Spain
	7.013626
	57
	51
	42
	86

	France
	22.79152
	68
	71
	43
	86

	Italy
	17.62017
	50
	76
	70
	75

	Portugal
	44.85847
	63
	27
	31
	104

	Hungary
	48.33009
	46
	80
	88
	82

	Netherlands
	49.09437
	38
	80
	14
	53

	Austria
	13.09952
	11
	55
	79
	70

	Poland
	9.428561
	68
	60
	64
	93

	Romania
	12.04326
	90
	30
	42
	90

	Slovakia
	26.83556
	104
	52
	110
	51

	Finland
	9.497727
	33
	63
	26
	59

	Sweden
	19.64531
	31
	71
	5
	29

	U.K.
	9.076147
	35
	89
	66
	35


Chart 5

In the first column of the chart appear the name of the country, in the second the calculated volatility, in the third the country’s score in power distance, in the fourth the score in individualism, in the fifth the score in masculinity and in the last the score in uncertainty avoidance. These data were used in a regression analysis done in SPSS. The best way to view the results of the analysis is through the coefficients. These results are available in the next table:

	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	-6.889
	25.142
	
	-.274
	.788

	
	power_distance
	.024
	.194
	.039
	.126
	.901

	
	individualism
	.278
	.255
	.347
	1.091
	.292

	
	masculinity
	.041
	.143
	.075
	.290
	.776

	
	uncertainty_avoidance
	.111
	.181
	.195
	.615
	.547

	a. Dependent Variable: volatility
	
	
	
	


Table 4

If someone will take a look in the column labeled “sig.” he will realize that all significances of the contribution of the variables are higher than .005 and for that reason it appears that none of the included variables have a significant contribution to the model and consequently those variables alone are not enough to predict the volatility of consumer confidence.

There can be three reasons why the model fails to predict the volatility. One is that culture is not having an effect on consumer confidence, an argument that contradicts to what was demonstrated before and thus cannot be supported. The second is that there are not enough variables in the model and this can be a strong argument. In addition, anyone must think that this model lacks possible interactions that culture might have with other significant variables. The third is that there not enough observations. Indeed the available data for 21 countries appear not to be enough for such an analysis but unfortunately is the best that we have for Europe. If there were data for consumer confidence for more countries in the world or if at least there were better updated data for Europe, the results of the analysis could be different and more illuminating.

4.3 January 1993

Today, the entire globe experiences a very strong economic crisis that influences the life of millions of people in the planet. Consumer confidence in the E.U. reached its lowest point of -29.70 in December 2008 (EU.TOT.99.B.M). This value was never reached since 1985 and it clearly demonstrates the effect of the crisis in the European economy. Throughout the history of consumer confidence, as it appears in http://ec.europa.eu/economy_finance, there was one more time that a low value of such extreme was reached. That happened in December 1992 when the consumer confidence was -27.70 and when the last economic crisis of the 90’s took place.

Unfortunately, consumer confidence for this period of time is available only for 11 countries and this fact makes impossible the statistical analysis based in multi-regression because of the number of observations, but it gives the opportunity of comparative analysis between countries.

As it was demonstrated before, it is expected that countries with similar scores in their cultural dimensions will be likely to have similar reactions against the same macro-economic event. For this specific event, the analysis will take place for one year around January 1993 as it was the month in the middle of a time period with low scores in consumer confidence. As this crisis affected the entire Europe, all countries will be likely to appear with relatively steady consumer confidence in a low level. In other words it is likely that the variance of consumer confidence will be steady around a mean indicating the stability of consumer confidence in low levels.

Two countries that were examined before and, even if very different, appear with similar scores in their cultural dimensions are Italy and Germany. Like before, it is reasonable to expect that their behavior will be similar and this is what is depicted in the following graph:

Graph 12
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Indeed, the variance of consumer confidence for the two countries is following exactly the same pattern even if the Italians appear to be a bit more uncertain than the Germans. Another pair of countries that share similar scores in their cultural dimensions is Spain and France. The French and the Spanish have the same value in uncertainty avoidance (86), almost the same in masculinity (42 for Spain and 43 for France), similar in power distance (57 for Spain and 68 for France) and only in individualism they have a difference of 20 points (51 for Spain and 71 for France) with the Spaniards appearing as significantly more collectivist than the French.

If someone pays attention to the level of importance of the dimensions in the two countries then it would be expected that the two countries will share similar variance of consumer confidence. If plotted in the same graph then the variance of consumer confidence for Spain and France will appear as in the following graph:

Graph 13
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Even if not exactly the same, the lines follow similar patterns. In the first three months the variance is slightly rising before it starts fluctuating around similar means, a bit less for France and a bit more for Spain, until it starts rising after April ’93 for both countries. 

If we try to compare the four countries with each other we will notice that there are similarities and differences. One thing that is common for all of them is that after April’93 there is a rise in the variance but it is more rapid for Italy and Germany than for France and Spain. One difference is that in the first three months there is a slight rise of the variance for Spain and France against the fall that takes place in Germany and Italy. Finally, in the six months around January ’93 Germany and Italy are steadier than Spain and France. Out of the last paragraph it becomes apparent that differences in the culture can appear also in the consumer confidence. 

 In order to further examine this hypothesis the next rational step is to include a country with significant different scores in its cultural dimensions. If the example of Spain and France is taken, then Denmark is a significantly different country. With the exception of individualism in which Denmark (74) is slightly higher than France (71) all the rest of the scores are quite different. In the next chart appear the scores for the three countries.

	 
	Denmark
	Spain
	France

	Power distance
	18
	57
	68

	Individualism
	74
	51
	71

	Masculinity
	16
	42
	43

	Unc. Avoidance
	23
	86
	86


Chart 6
Now, that the cultural differences between the countries are mathematically obvious, if the variances of their respective consumer confidence is plotted in the same graph it will be expected that France and Spain will have similar behavior while Denmark will have significantly different.
As it appears in the following graph, the variances have very interesting shapes. The s2 for Denmark, in the first months, remains steady while France and Spain rise slightly, later all countries have a falling tendency but for France which stays steady and then all countries start rising with the exception of Denmark that starts rising three months before the other countries do.

Graph 14
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One thing that needs to be considered here is that in this period consumer confidence all over Europe is in very low levels but remains steady around its low mean. For that reason it is expected that the differences in the reactions from the countries will be minimized but they will still be there.

An interesting pair of countries to be examined is the U.K. and Ireland. If made in a graph, their cultural dimensions will be as follows:

Graph 15
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With the exception of uncertainty avoidance in which the two countries have exactly the same value, all the other dimensions are different but almost the same. If plotted in a graph the s2 for the two countries will be as follows:

Graph 16
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In this graph it is interesting to notice that the s2 of the consumer confidence of one country seems to be the mirror of the other. In the months that the British s2 is going down the Irish is steady and when the Irish is steady the British goes down. One thing that they have in common is the falling tendency but this can easily be explained due to the economic crisis of the time. In other words, when two countries have so many things in common it will be expected that the reaction in s2 of consumer confidence will be very similar, even creating this interesting chart in which the s2 of the two countries look as if they are dancing together.

As it was also demonstrated before it seems that the effect of culture in the behavior of consumer uncertainty is apparent when comparing countries with different history and background. Unfortunately the available data of consumer confidence and the number of countries with measured cultural dimensions, don’t allow a further statistical analysis as they are too few, but at least some insights on the effect of culture in consumer uncertainty were achieved by this part.

4.4 Miscellaneous
After having made a particular comparative analysis for every single of the three chosen macro-economic events and a regression analysis in the period of the introduction of euro, since the available observations were enough, it is time now to try to enrich the data for a regression analysis by combining the available observations for the three events. In that way we can identify if there is a possible mathematical relationship between cultures as it is expressed through the five cultural dimensions and consumer uncertainty defined as the volatility of consumer confidence.

If collected in a chart, the observations appear as follows:

	volatility
	P.Dis.
	ind.
	masc.
	U.A.

	29.49552
	65
	75
	54
	94

	5.047554
	70
	30
	40
	85

	13.61132
	57
	58
	57
	74

	5.060152
	18
	74
	16
	23

	29.03857
	35
	67
	66
	65

	15.33877
	40
	60
	30
	60

	41.28662
	28
	70
	68
	35

	13.92328
	60
	35
	57
	112

	7.013626
	57
	51
	42
	86

	22.79152
	68
	71
	43
	86

	17.62017
	50
	76
	70
	75

	44.85847
	63
	27
	31
	104

	48.33009
	46
	80
	88
	82

	49.09437
	38
	80
	14
	53

	13.09952
	11
	55
	79
	70

	9.428561
	68
	60
	64
	93

	12.04326
	90
	30
	42
	90

	26.83556
	104
	52
	110
	51

	9.497727
	33
	63
	26
	59

	19.64531
	31
	71
	5
	29

	9.076147
	35
	89
	66
	35

	9.650703
	35
	67
	66
	65

	6.730833
	18
	74
	16
	23

	17.95173
	68
	71
	43
	86

	17.33546
	50
	76
	70
	75

	25.65091
	57
	51
	42
	86

	15.77149
	65
	75
	54
	94

	31.48834
	38
	80
	14
	53

	10.79894
	63
	27
	31
	104

	20.38646
	28
	70
	68
	35

	12.51
	38
	80
	14
	53

	24.5
	63
	27
	31
	104

	28.26
	35
	89
	66
	35

	6.56
	65
	75
	54
	94

	8.98
	18
	74
	16
	23

	4.58
	35
	67
	66
	65

	28.83
	28
	70
	68
	35

	42.45
	60
	35
	57
	112

	26.29
	57
	51
	42
	86

	26.18
	68
	71
	43
	86

	14.37
	50
	76
	70
	75


Chart 7

In the first column of the chart appear the calculated volatility, in the second the country’s score in power distance, in the third the score in individualism, in the fourth the score in masculinity and in the last the score in uncertainty avoidance. These data were used in a regression analysis done in SPSS. The best way to view the results of the analysis is through the coefficients. These results are available in the next table:

	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	7.974
	14.645
	
	.544
	.589

	
	power_distance
	.002
	.144
	.004
	.016
	.987

	
	individualism
	.071
	.148
	.102
	.481
	.634

	
	masculinity
	.054
	.092
	.101
	.586
	.562

	
	uncertainty_avoidance
	.070
	.119
	.149
	.586
	.561

	a. Dependent Variable: volatility
	
	
	
	


Table 5

If someone will take a look in the column labeled “sig.” he will realize that all significances of the contribution of the variables are higher than .005 and for that reason it appears that none of the included variables have a significant contribution to the model and consequently those variables alone are not enough to predict the volatility of consumer confidence. Of course there is still the possibility that there are not enough observations and for that reason future research is hoped to illuminate better the relationship between culture and consumer uncertainty.

After the before mentioned analysis that was based in assessing the volatility of consumer confidence for different countries, then comparing the results for different cultures and running a regression analysis, when this was possible in accordance with the number of the available observations, it is now time to assess the importance of some other facts that are side-connected with the analysis.

One of the most important of these facts is the inter-relationship of the Hofstede cultural dimensions with each other. In other words the question here is whether or not and to what extent the cultural dimensions correlate with each other.

  The best way to answer this question is by using the Pearson correlation coefficient that can be assessed by using SPSS. In www.geert-hofstede.com there are available scores in the Hofstede cultural dimensions for 69 countries around the world, a number that makes such an analysis possible. If the scores for these 69 countries are put in SPSS and the Pearson correlation coefficient is requested then the results can be summarized in the following table:

	Correlations

	
	
	power_distance
	individualism
	masculinity
	uncertainty_avoidance

	power_distance
	Pearson Correlation
	1.000
	-.560**
	.165
	.146

	
	Sig. (2-tailed)
	
	.000
	.179
	.234

	
	N
	69.000
	69
	68
	68

	individualism
	Pearson Correlation
	-.560**
	1.000
	.101
	-.188

	
	Sig. (2-tailed)
	.000
	
	.410
	.124

	
	N
	69
	69.000
	68
	68

	masculinity
	Pearson Correlation
	.165
	.101
	1.000
	-.043

	
	Sig. (2-tailed)
	.179
	.410
	
	.725

	
	N
	68
	68
	68.000
	68

	uncertainty_avoidance
	Pearson Correlation
	.146
	-.188
	-.043
	1.000

	
	Sig. (2-tailed)
	.234
	.124
	.725
	

	
	N
	68
	68
	68
	68.000

	**. Correlation is significant at the 0.01 level (2-tailed).
	
	
	


Table 6
From this analysis it is demonstrated that the cultural dimensions don’t correlate with each other except from one case. There is a significant correlation (.000<.005) between power distance and individualism with r=-560. This means that the two variables are related to each other in a negative way and when a change in one variable happens a similar change in the other variable will be expected. As Andy Field puts it in his book “Discovering statistics using SPSS” (2005) “when one variable deviates from its mean we would expect the other variable to deviate from its mean in a similar way”, in this particular case in the opposite way, as the relationship is negative.

In general, this chapter got some insights of the behavior of consumer uncertainty in different cultures in some specific times of European history. In the beginning there was a comparative analysis for three countries during the fall of the Berlin wall and the unification of the German economy, later there was a comparative and a statistical analysis for 21 countries around January 2002 when the euro was introduced, then there was a comparative analysis for some countries during the last economic crisis of the 90’s and in the end there was an analysis based on the correlation coefficients of the Hofstede cultural dimensions.

Chapter 5

Conclusions

After having defined a theoretical framework, having described the available data and their sources, having identified a methodology and having run an analysis the next step is to jump to steady conclusions.

In the first paragraph of the fourth chapter, by examining the examples of Germany, Denmark and France it appeared that uncertainty avoidance individually can play a role in forming consumer uncertainty. When this argument was cross-checked with the examples of 9 countries it became apparent that uncertainty avoidance doesn’t have a clear effect on the volatility of consumer confidence. This also applies for the other dimensions as no steady conclusion came from the comparative analysis of these 9 countries. In this point the conclusion that can be made is that culture, possibly, plays a role in consumer uncertainty but its dimensions alone are not enough to explain this effect.

Even if the example of the 9 countries in November 1989 gave some insights, more accurate was the analysis based on the introduction of euro when there were available data for 21 countries. From paragraph 4.2 it became obvious that when the consumer uncertainty of two countries with similar scores in Hofstede dimensions was compared, the results were very similar. The first example of Sweden and Denmark and the following examples of Germany and Italy were representatives of this conclusion. The same argument came to be reinforced by the examples of the U.K. and Ireland in paragraph 4.3 and from the opposite results in paragraph 4.2 when in the graph of Italy and Germany, Austria was included. The same appeared again in paragraph 4.3 when Denmark was compared to Spain and France.

After having concluded that culture seems to play a role in consumer uncertainty and countries with similar cultures are likely to respond similarly to the same event, there was an effort to assess statistically the importance of each dimension in predicting consumer uncertainty. Unfortunately the multi-regression analysis didn’t work that well and made obvious that no statistical model with the volatility of consumer confidence as dependent variable and the Hofstede dimensions as independent variables can be established in this work. As mentioned before, there are two possible reasons why this can be happening. The first one is that the data of 21 countries, or even the combined observations of all the events, are not enough for an analysis of such kind. Unfortunately, scores for the Hofstede dimensions are not available for that many countries in the world and data on consumer confidence are not available for even more. The second reason comes from the argument that a successful assessment of consumer uncertainty needs more variables than the cultural dimensions alone. It is true that many more variables could be included in the analysis, but the aim of this work was to investigate what is the effect of culture in consumer uncertainty in relation to specific macro-economic events and for that reason other variables were not included in the analysis.

Finally, it was assessed the possibility that the cultural dimensions can be correlated with each other. Data for 69 countries were used, as they are available in www.geert-hofstede.com, and the Pearson Correlation coefficient was calculated for these observations by using SPSS. From this analysis it became apparent that the dimensions don’t correlate with each other except from Individualism and Power Distance that correlate in a negative way. In other words, the conclusion here is that when individualism or power distance will deviate from its mean, the other variable will deviate in the opposite way. Expressed with a simpler explanation, the more individualistic a society appears, the less power distant will be. 

The final and most important conclusion of this thesis is that, since it appears that culture has an effect in the formation of consumer uncertainty, more scientific work must be invested in the field, in order to find a way to assess in a concrete way this effect. If consumer uncertainty is going to be considered as the volatility of consumer confidence during a period of time, then what is needed for future works, is data for more countries concerning consumer confidence, through the consumer confidence index, and also more data and more accurate data in Hofstede’s cultural dimensions.

There are several reasons that make important the implications of this work to real life. The most important is that by this work are given motives for future research. As described in the previous paragraph, there is needed a more punctual production and collection of data and future research should aim in identifying the variables that play a role in the formation of consumer uncertainty and which of them are influenced by culture. Furthermore, the way consumer uncertainty was defined and treated in the previous pages supports the idea that uncertainty reflects the feeling of not being able to predict the future course of certain constructs and supports even more the influencing character of feelings in the development of economic life. In addition, by this work, are given insights to the role of uncertainty and confidence in consumer behavior and how they affect the total of the economy by influencing the spending and saving activity and finally the mathematical construct by which uncertainty was measured contributes to a well defined depiction of the feeling of uncertainty to a world of numbers.    

The great Greek philosopher, Aristotle, in his work “Ithika Nikomaheia” claimed that a behavior that has a cause can happen on purpose or accidentally depending on the environmental circumstances of the time, that affect its success. Let’s hope that the future will give more insights in the environment that has an effect in the formation of the consumer uncertainty, as a social behavior with economic impacts.
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				Για να αλλάξετε το μέγεθος της περιοχής δεδομένων γραφήματος, σύρετε την κάτω δεξιά γωνία της περιοχής.
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