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The “Europoly Money” effect predicts an increase in spending in continental Europe due to the lower nominal prices in Euros relative

to previous local currencies. Two experiments examine how sequential and simultaneous exposure to nominally different (but

economically identical) prices influence price perceptions and purchases. Macroeconomic data support the results.
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EXTENDED ABSTRACT
In January 1999, 12 countries decided to adopt the Euro at a 

given exchange rate: Belgium, Germany, Greece, Spain, France, 
Ireland, Italy, Luxembourg, the Netherlands, Austria, Portugal 
and Finland. In all of these countries, except Ireland, the nominal 
prices of goods were lower in Euros than they were in the prior 
local currency. From January 1999 onwards, the 12 participating 
countries included prices in Euros along with the prices in their 
local currencies. The legal tender of Euro was introduced on Janu-
ary 1, 2002, and countries gradually ended the circulation of their 
existing national currencies. There was a dual circulation period 
until the changeover was complete, during which time both the new 
Euro and the old national currency remained in circulation. By the 
end of February 2002, all 12 countries had discontinued the use of 
their local currency. However, to help people translate prices from 
one currency into the other, in many countries, a reverse pricing 
communication system was adopted: Prices were displayed in 
Euro terms, with the local national currency conversion shown just 
below. It was expected that, over time, consumers would become 
accustomed to thinking in Euro terms, and would no longer require 
the local currency reference as an aid. This paper examines whether 
that assumption was well founded. 

We investigate how framing a price in two nominally different 
(but economically identical) currencies affects consumer-spending 
decisions based on the predictions of the “money illusion,” a ten-
dency to over-weight nominal values relative to real values (cf. 
Shafir, Diamond, & Tversky, 1997). Prior research has shown that 
the money illusion influences spending in foreign currencies: People 
under spend when one unit of their home currency buys multiple 
units of the foreign currency and overspend in the reverse situation 
(Raghubir & Srivastava, 2002). We extend this line of research by 
examining how sequential and simultaneous exposure to multiple 
currencies, that is exposure to a price in French Francs and in Euros, 
affects consumers’ price magnitude perceptions and spending. The 
primary theoretical contribution of this paper is to show that when 
multiple nominal values are available, then the manner in which 
people integrate them can lead to “money illusion” biases, and that 
these individual level effects have economic consequences with 
implications for consumer welfare, public policy, and the prices 
that companies can charge.

We first examine the impact of sequential exposure to foreign 
currencies on price perception and intended spending. We propose 
that people will perceive prices in Euros to be cheaper if they are 
first exposed to a currency whose face value is larger than the Euro 
(DM 2 ≅ €1) than if they are first exposed to a currency whose face 
value is smaller than the Euro (£0.5 ≅ €1). A one-way ANOVA on 
the total cost of a hypothetical shopping basket using three levels of 
prior currency exposure (DM, £ or Irish Punt 1=€1) was significant 
(F (2, 48)=9.96, p<.01). As predicted, those in the UK £ condition 
overestimated the cost of their shopping basket (M=€89.78 vs. 
Actual=€46.96, Control Irish Punt=€52.13), whereas those in the 
German DM condition underestimated it (M=€33.47). 

The second experiment examines the impact of simultaneous 
exposure to two foreign currencies. We propose that people anchor 
on the nominal value of the currency that is more salient and display 
the “money-illusion” effect, even when the original currency is 
available to them in the context. We provided people prices in two 
currencies: Euro and French Franc highlighting one and providing 

the second as a reference: €
FF

 or FF€. Study participants rated their 
likelihood of purchasing 13 different products including toiletries 
and clothing, using the cover story that they had to shop due to 
their baggage being misplaced by an airline. A repeated measures 
ANOVA on the purchase intentions for the thirteen items showed 
that people are likely to spend more when the frame is €

FF 
versus 

FF€
 
(M€

FF
=2.24 vs. M

FF
€=1.87, F (1, 22)=3.55, p<.05), and are also 

likely to consider a larger set of items (M€
FF

=5.60 vs. M 
FF

€=3.62, 
F (1, 22)=4.49, p<.05). Study 3 examines the external validity of 
these effects. We analyzed tourist receipts data from 1993–2008 
for 10 of the 12 countries that adopted the Euro (excluding Ireland 
as the exchange rate is in the opposite direction, and Luxembourg 
due to data unavailability) compared to a set of six comparable 
countries that did not: UK, Denmark, Iceland, Norway, Sweden, 
and Switzerland. To control for country differences and overall trend 
in tourism expenditures, we included GDP, CPI, population, and 
unemployment numbers for the year as predictor variables along 
with whether or not the country had adopted the Euro (0=not, 1=yes), 
the number of years prior to or subsequent to the introduction of 
the Euro (e.g., 1993=-9, 2002=0, 2008=6), as well as the interac-
tion between these two variables. The regression was significant 
(R2

a
=.73, F (8, 196)=66.24, p<.01), with the interaction term posi-

tive and significant (β=4433.93, t
196

=2.64, p<.05). The positive and 
significant interaction implies that tourism receipts were higher 
after the Euro introduction in 2002 for those countries that adopted 
the Euro as compared to those who did not, controlling for overall 
trend and other differences across Euro and non-Euro countries. 

To summarize, we show that while presenting prices in multiple 
currency frames could lead to a gradual adaptation to the new Euro 
currency standard as demonstrated by Marques and Dehaene (2004), 
it may not be sufficient. Results of our laboratory experiments de-
termined that there was a systematic error in the price magnitude 
perceptions of the same unfamiliar currency due to differences in 
prior exposure to another currency (experiment 1), and when prices 
were presented in more than one currency (experiment 2), suggest-
ing that providing both currencies simultaneously is not adequate 
at attenuating money-illusion effects. 
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