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Abstract

The aim of paper is to analyze household consumpti&U countries in
the 21st century. The two hypotheses posited hese tonfirmed. The start of
the 21st century saw an increase in consumer spgridi EU households and
reduction in the disparities between householddiftérent countries. At the end
of the first decade there was a stabilization insomer spending. The differences
in consumption between households can be considsrajithe effect of freedom of
choice, and b) a consequence of specific restmstithat do not allow for an
appropriate level of funds to meet household neddsiseholds with the most
favourable situation are located in the United Kdogn and Austria. The most
unfavourable situation can be observed in the hioolsls of Estonia, Latvia,
Poland, Romania and Bulgaria.

Keywords:households, EU, consumer expenditugisproportions

1. Introduction

A major aim of the European Union is to reduceetéhces in the level of
development of the various regions and the backwemsl of the outermost
regions, including rural areas. As a result of Tmeaty of Maastricht in 1992,
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instruments and policies were established withciramon goal of reducing the
asymmetry in the EU regions.

The subject of convergence became popular in newMethber States
upon their accession to the EU. Since then counfrmm Central and Eastern
Europe have been beneficiaries of the cohesiormypela regional policy of the
EU aimed at increasing the level of economic, dpend territorial (spatial)
cohesion. While the economic aspect is a very tighity researched area of
convergence studies, the social aspects are less odvered in the specialist
literature.

The aim of paper is to analyze the level and stractof household
consumption in EU countries and also to identifgrales in consumer spending in
21% century.

Accordingly, research problems posed for the foilgranalysis are:

e To indication the level of consumer spending arg dtructure in EU
households in Zicentury.

» To indicate the variability of consumer spendindha period 1995-2011 in
EU households.

* To divide EU countries into groups based on simidasels of consumer
spending and similarities in their structure.

The following hypotheses were formulated:

Hypothesis 1: The start of the 21st century savinarease in consumer
spending in EU households and a reduction in trspadities between the
households of different countries. At the end of first decade, due to the
economic crisis, there has been a stabilizati@oimsumer spending in the EU.

Hypothesis 2: The differences in consumption betwsauseholds can be
considered as a) the effect of freedom of choind;l@ a consequence of specific
restrictions that do not allow for an appropriagvel of funds to meet the
household needs.

This paper is organized as follows. This introdwctiwhich includes the
purposes and hypotheses of the report, is follobed literature review in
Section 2. Section 3 describes and explains thearels methodology. Section
4 presents empirical results obtained by the palad analysis approach.
It includes a sub-section focusing on analysishefwear indicator of AIC per
capita; a second sub-section classify EU counate®rding to their AIC; and
a third sub-section dealing with the structure mpemses of households in
selected countries. Section 5 provides results @isdussion, and the final
Section 6 contains conclusions.
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2. Literature review

The level of affluence of a population and housefids dependent on
many factors, among which income is particularlpdariant (Piekut 2009). It is
a major determinant of the level of needs, botielims of quantity and qualitatively
(Gutkowska et. al., 2012).

There are significant differences in average hooisemcome between
the various EU Member States. The highest househotiines are in households
located in Luxembourg, followed by Austria, Cyprasd France. The lowest
incomes were recorded in Romania, Bulgaria, LatuiLithuania (see Figure 1).

Figure 1: Mean equivalent net income in households EU countries in 2005 and 2011, in PPS
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Comment: due to the lack of 2005 data relatingntmine, the data for 2005 for Romania was taken 206v
and for Bulgaria from 2006.

Source: own work on the basisEtfirostat Database2013.

! The PPS(purchasing power standard) is - according to Earo@&urostat — OECD 2005)

- a substitute currency unit. Hypothetically, ofSRcan buy the same number of goods and services in
each country. On the other hand, differences icepracross borders mean that different amounts of
national currency units are necessary for the ggods and services depending on the country. PPS is
derived by splitting any economic aggregate of anty in national currency by its respective
purchasing power parities. Eurostat uses PRBeatechnical term for the common currency in which
national account aggregates are articulated wharstad for price level differences using PPPs.
Therefore, PPPs can be interpreted as the exchati@ef the PPS against the euro.
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Household income is regarded as the maximum ambanta household
can spend on consumption (purchase of goods awmite€r within a certain
period, without the need to fund these expendittn@s savings, liquidation of
tangible or financial assets, or borrowing. Theesf household incomes
determines the size and dimensions of expenditnreoasumption. Thus each
increase or decrease in income (expressed inexat} also leads to an increase
or decrease in consumption (Jéhoesto 2006).

Income distribution is one of the most significambblems in modern
society. Normally, it is considered that a seveskafpsation in terms of income
per capita can have a great negative impact oarttversal process of economic
development (Albu 2012).

Bogovi (2002) indicates that private consumption actareaccelerator of
economic growth and development. Consumption i® aksen as a specific
"locomotive" of economic growth (Bywalec 2007). deasing the value of
consumer spending has multiplier effects in bottalt@roduction and the
economy. In particular, an increase in consumendipg increases the demand
for goods and services and thus increases thaluption. However, this impact is
not limited to the production of one sector butodiiier sectors of the economy, on
the basis of output-input. Thus, an increase irsqgr@l consumption directly
affects the development of one part of the econamy indirectly the whole
economy.

The economic crisis in 2008-2010 had its sourdbenrrational behavior of
household memberslany members of households did not recognize fimgincial
capabilities when they took out loans, and as altresany households became
insolvent. The scale of the phenomenon was so great and widesthat it lead to
the global economic and financial crisis (Bywalét 2).

3. Research methodology

This analysis included statistical data from tlaistical offices of Germany,
Poland and Eurostat. The object of interest was@lntries.

To illustrate the similarities and differences inonsumer spending in
selected countries we used Ward's analysis ank-theans method.

Ward's cluster analysis method is a hierarchicastelring method which
does not require the number of clusters previousth& beginning of the
procedure, it is assumed that each entity (objedt)e focus of a separate step,
then connects to a group of objects most similagatoh other until one cluster
forms containing all observations.
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Ward's cluster analysis method is considered tcetective because it
ensures the homogeneity of the objects inside Itleter and simultaneously the
heterogeneity between clusters (Ward 1963). Thesifleation of countries has
incorporated the adjusted per capita consumptiondifiduals.

The k-means method of clustering is different frigigrarchical clustering
and the Ward method, which are applied when themoi prior knowledge of
how many clusters there may be or what they areacterized by. K-means
(MacQueen 1967) consists of unsupervised learniggyrithms. The main idea
is to define k centroids, one for each cluster. &ans clustering aims to
partition n observations into k clusters, in whesdch observation belongs to the
cluster with the nearest mean, serving as a pqoeoty the cluster.

Frequently, both the hierarchical and the k-mearhods are used
successively. The former (Ward’'s method) is usedj¢b some sense of the
possible number of clusters and the techniques therge as seen from the
dendrogram. Then the clustering is re-run with amlghosen optimum number
in which to place all the cases (k-means clustgribgciding upon the optimum
number of clusters is largely subjective, altholmtking at a dendrogram may
help. Clusters are interpreted solely in termshef variables included in them.
Clusters should also contain at least four eleméhtse drop to only three or
two elements, they cease to be meaningful (BurdsBamns 2008).

The choice of the correct classification was basedhe Tabular Accuracy
Index (TAI). Calculated by the formula (1) “Evari®{7)":

ko g L
o — J-El = |z — T 1)
2. | — 7|

where:

x- the sum of the values in the set,

n - the size of the set,

T - the arithmetic mean of the whole set,

k- the number of classes,

Xji- values belonging to the j-th class,

ni- number of j-th class,

Tj - the arithmetic mean of the values found forjttreclass.

The TAIl ratio has a value in the range <0,1>. Tégdp the class division
reflects the nature of the data, the higher wiltheevalue.
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For the classification connected with actual indidal consumption
expenditure levels, thirteen variables, connectil the AIC expenditure level
per capita over the period 2000-2012, have beetiegpprhe TAI value was
calculated using the coefficient of variation, asdged similarity countries due
to the variability of the AIC.

For the second classification, connected with thecgire of expenditure
in households, twelve variables, being categorfebonisehold expenditure in
2011, have been applied. The TAI was calculatedhenbasis of the share of
expenditure on basic goods, i.e. the share of ehipers on food and fees
associated with the maintenance of living premises.

To illustrate the dynamics, the average rate ofnghawas used. This
benchmark determines the growth or decrease inexlagnined phenomenon
over a stated time, in relation to the magnitudetto§ occurrence in the
reference period. First, chain indices were catedla2); and next average
values for the given period were established (B)guthe given indices.

I = YolYna ()

i — the chain index
yn— the analysed period, the present year for whiehirtdex is being defined
Yn1 — the base period, the year before the present yea

ig = n_\l/i n/n-1 Ijn—l/n—z L. I]2/1 =y in/1 -1 @

ic — the average rate of change for the analyseddaeri

The research period encompassed the years 2000-2012
The statistical analysis was recalculated withiSied 10 and Excel.

4. Empirical results

4.1. Consumption in households

The first decade of 21st century began with imprgvieconomic
conditions and increasing economic growth. The &Werld Product in 2001-
2003 increased by nearly 10%. Economic acceleratealso seen in the next
triennium before the economic crisis. Consumer gdjgares of households
increased in all EU countries.
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A good index for illustrating the level of consunaot between countries
is actual individual consumption per capita (AlQ@Yhile GDP per capita is
principally an indicator of the level of economictigity, AIC per capita is an
alternative indicator better adapted to represéw material welfare and
situation of households. Goods and services agtealhsumed by individuals,
irrespective of whether these goods and serviceparchased and paid for by
households, by government or non-profit institusiotonsist of actual individual
consumption. In international volume comparison$; As often seen as the
preferable measure, since it is not affected byfélee that the organization of
certain significant services consumed by househdikis education and health
services, vary greatly across countries (Euros@EED 2005).

In general, levels of AIC per capita are more hoemzgpus than GDP, but
still there are substantial differences acrossBbecountries. In 2012, twelve
countries are clustered above the average of th@&EWuxembourg has the
highest level of AIC per capita in the EU, 90% abtive average of the EU-27.

The EU Member State with the second highest AIC papita is
Denmark, at 67% above the average of the EU-28,thad Sweden (59%
above), Finland (43% above), the United Kingdom Andtria (each with 32%
above) (see Figure 2 below).

In 2001-2003 the highest average growth rate of M& recorded in
Hungary, Bulgaria, Estonia and the Czech Repubiitty yearly increases from
11.0% to 15.6%. In the same period, a relativeilstabon of AIC was noted in
Malta, the United Kingdom, Sweden and Poland. ka tiext three years the
highest increases in AIC were observed in Roma@i&8f6) and Latvia
(18.3%). More than 1l-percent growth was also natedithuania, Estonia,
Slovakia, Bulgaria and Poland. Relative stabiligswbserved in Germany. The
first symptoms of the crisis in households manddghemselves by declines in
consumer spending. This situation appeared in 2088 United Kingdom and
Sweden (Piekut 2013). The crisis provoked decreasesIC in the United
Kingdom (a decrease from year to year of 6.8%), d&&ne(2.1%) and Ireland
(1.7%) in the years 2007-2009. Stabilization ofighs increase in the AIC was
noted in other countries. The largest increasehm AIC was observed in
Slovakia (14.9%), in other countries it was 8.3%.the period 2010-2012
a declining growth rate was recorded Greece (aedserin AIC from year to
year of 5.4%), Ireland (1.7%), Portugal (0.8%) aprus (0.2%). In other
countries, a slowdown in the previous growth of Al@s observed. The largest
increases were recorded in Sweden (10.1%).

In summary, during the 13-year period the greatsst of change in the

AIC was observed in Slovakia and Romania, witheases from year to year in
the AIC of 10%. The following humbers (in termstbé size of the AIC) were
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recorded in the post-communist countries (LithuaBialgaria, Latvia, Estonia,
the Czech Republic, Poland and Hungary): the aeefd@ from year to year
during the period 2000-2012 increased by more $%%0 to almost 10.0%.

Figure 2. The rate of change of AIC adjusted per gata in period 2001-2012 in the EU, in %
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4.2. Classification of countries with respect to d@aal individual consumption

Clustering was used for the analysis of householderditures and
structure of expenditures in households in the Buhtries. Ward clustering and
the k-means methods were used. The respective sasalyielded slightly
different results (Table 1).
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Table 1. Cluster countries with respect to the AlQy using the method of Ward and k-means

Cluster Ward method k-means method

Luxembourg, DenmayiSweden, the
United Kingdom, Ireland, Finland,
Germany, the Netherlands, France,
Austria, Belgium

Sweden, United Kingdom, Ireland,
| Finland, Germany, the Netherlands,
France, Austria, Belgium

1l Luxembourg, Denmark Portugal, Slovenia, Maltg Croatia
Hungary, Croatia, Slovakia, Poland, | Hungary, Slovakia, Poland, Lithuania,

1l Lithuania, Latvia, Estonia, Czech Latvia, Estonia, the Czech Republik,
Republic, Romania, Bulgaria Romania, Bulgaria

Portugal, Slovenia, Malta,Cyprus, Cyprus, Spain, Greece, Italy, EU (28
Spain, Greece, Italy, EU (28 countrieg) countries)

Source: authors’ own calculations based orBhmstat Database2013.

The level of actual individual consumption in indival countries is
diversified, although a tendency toward reductidntte differences can be
observed. The aefficient of variation for AIC between the countries being
analyzed was 52.1% in 2012, whereas it had bedi¥b8 2005 and 65.4% in
2000. (It is known that if theoefficientof variation for any cluster is higher
than50%, the data set is considered as having gregiiley .)

The cluster analysi@using Ward's methodh respect of the level of AIC
resulted in the formation four groups of countri€ee number of clusters was
determined based on the graph of node distan@taition to the node steps, as well
as the length of the arms of the dendrogranthe dendrogram of the clustering
result, the longer branches of clusters (wheredisiances between cluster
are bigger) are cut off to obtain the optimal numblkeclusters.This was
followed by the cluster analysis method adoptirggkhmeans, subdivided into four
concentrations.

The Tabular Accuracy Index (TAI) for the Ward malheas 0.75 and for
the k-means method was 0.80. For further analymsdivision of countries
using the k-means method was adopted.

The first cluster (using the k-means method) isléngest and contains 11
countries, i.e., Luxembourg, Denmark, Sweden, dritemgdom, Ireland, Finland,
Germany, the Netherlands, France, Austria and BelgiThese countries had the
greatest AIC per capita: from 21,200 euros in et 34,800 euros in Luxembourg
in 2012. In the Ward's clustering method, Luxemba@urd Denmark were a separate
cluster. From 2000 to 2012 the AIC was the greatesfie mentioned countries.
During the first twelve years after 2000, the AfCcluster | increased from almost
16% in the United Kingdom to over 63% in Finland.
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The second cluster ( using the k-means method)omagprised of four
countries, i.e. Croatia, Malta, Portugal and Sldaehhe AIC per capita in these
countries were relatively high and in 2012 rangednf11,600 euros in Malta to
12,200 euros in Slovenia. In the cluster analysi;igi the Ward's method,
Croatia was included in cluster Ill. Euclidean walmdicated that the nearest
neighbour to Croatia was Hungary, and then EstanéaPoland. Between 2000
and 2012, the growth rate of the AIC varied actbsscountries in this cluster,
increasing by 28% in Portugal and even by 65% avé&itia.

The 3rd cluster (using the k-means method) cordaitie following
countries: Bulgaria, the Czech Republic, Estoniangéry, Latvia, Lithuania,
Poland, Romania and Slovakia. In all of these c@mmthe AIC was situated below
the average for the UE-28. The highest AIC wasrdszbin the Czech Republic,
Slovakia and Lithuania (from 8200 to 8900 euros gqagita), and the lowest in
Bulgaria and Romania (3900 and 4400 euros perecegsipectively). The rate of
AIC growth between 2012 and 2000 increased frontoxppately two times in
Hungary and Poland to three times in Slovakia, Romd.ithuania and Bulgaria.

The 4th cluster includes Cyprus, Greece, Italy 8pdin. The AIC in the
4th cluster was greater than the 2nd and 3rd ckjdbeit less than the 1st. The
AIC in these countries oscillated near the avefagéhe EU-28 (18,300 euros per
capita in 2012). In 2012 the AIC ranged from 13,8080s per capita in Greece to
18,800 euros per capita in Italy. In this groupcofintries the AIC increased by
various factors: from 26% in Italy to 48% in Spain.

4.3. The classification of countries regarding theistructure of household
expenditures

An important part of consumption analysis is gteicture of household
expenditureskErnest Engel, Saxon’s statistic researcher oéloold budgets in
the 21st century, pointed out certain regularitiesonsumption. He noticed that
along with the increase of incomes overall spendaing consumption also
grows. We also found the growth rate of expenditmmefood is weaker than
non-food items, meaning that in affluent househalas share of food in total
household expenditure is lower, while servicestedldo education and recreation
grow in importance in the structure of expenses.

The structures of household expenditunese much more divers&he
highest oefficientof variation was observed for education (51.8%), hated
restaurant services (44.6%ind alcoholic beverages and tobacco (42.5%)
2011.The greatest diversification was seen in health cthe coefficientsof
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variation reached ovei30.5% in the mentioned periodhe woefficients of
variation for food and non-alcoholic beverages we2s8%. The smallest disparity
was observed for the costs of housing, transpontatecreation and culture.

The cluster analysi@ising the Ward's metho) respect of the structure
of households expenditures resulted in the formaticfive groups of countries.
Cluster analysis was also performed using the kameaethod and yielded
a slightly different result than the Ward methoee(Jable 2).

The Tabular Accuracy Index (TAI) for the Ward malheas 0.56 and for
the k-means method 0.40. For further analysis weptadl the division of
countries ensuing from the Ward method.

Table 2. Clusters of countries arising from the stucture of household expenditures using the
Ward method and the k-means method

Cluster Ward method k-means method

| Portugal, Malta, Cyprus, Spaimeland | Portugal, Malta, Cyprus, Spain

SlovenianHungary, Italy, Greece, Slovenian, Italy, Greecéreland,
Latvia, Estonia Austriag EU (27 COUNTRIES)

1l Slovakia, Poland, the Czech Republig Slovakia, PoldralCzech Republic
the United Kingdom, Luxembourg

\Y] Hungary, Latvia, Estonia

Austria
the Netherlands, Germany, Belgium, | the United Kingdom, Luxembourghe

\% France, Sweden, Finland, Denmark, EUWetherlands, Germany, Belgium, France,
(27 COUNTRIES) Sweden, Finland, Denmark

Source authors’ own calculations based on Eheostat Database2013.

The first cluster comprises five countries: Portuialta, Cyprus, Spain
and Ireland. The share of expenditures on foollerntdtal household expenditures
ranged from more than 10% in Ireland to nearly liA%ortugal. The share of
expenditures on housing were smaller and rangedeleet 12% (Malta) and
21% (Ireland). The share of expenditures on hatets restaurant services were
the greatest, from above 11% in Malta to 18% inirsfsee Table 3).

The 2nd cluster covers Estonia, Greece, Italy,iaatdungary and Slovenia.
The shares of expenditures on food ranged fromsildw# in Italy to about 20%
in Estonia and Latvia. The share of expenditurebasic needs (food, soft drinks
and housing) observed in Latvia — nearly 45% @il expenditures — was the largest
compared to other countries in clusters.

The 3rd cluster covers the Czech Republic, Polamtl Slovakia. The
share of expenditures on food in total househofkeditures for these countries
oscillated from about 15% in the Czech Republit3&6 in Poland. This share is
high compared to other clusters (in particularamparison to clusters I, IV and V).
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Expenditures on basic goods absorbed 41-43%. Thee gf expenditures on
alcoholic beverages and tobacco products was tifeesi and ranged from 5%
in Slovakia to more than 9% in the Czech Republic.

The 4th cluster also includes three countrieslugembourg, Austria and
the United Kingdom. In these countries the sharexpknditures on food in total
household expenditures was the lowest, at abo@8-Expenditures on basic
goods absorbed 31-33% of total household expemditand was the lowest of
the clusters.

The 5th cluster has the greatest number of coantrie, Belgium, Denmark,
Germany, France, the Netherlands, Finland, SweddnEd) (27 countries). The
share of expenditures on food ranged from aboveifhId&nmark to almost 14% in
France. In Denmark housing costs accounted foiréh dif total expenditures. This
was the highest share among the EU countries. Usdimlds in other countries in
the cluster, housing fees ranged between 24% afd. 27 these countries
expenditures on alcoholic beverages and tobaccdugi® accounted for small
shares of total household expenditures, from 3@amany and the Netherlands to
5% in Finland.

Comparing the structure of expenditure in Europbanseholds with
previous years leads to the following conclusioRgKut 2013): the share of
expenditure on food and non-alcoholic beveragesdeabning and the share of
expenditure on secondary goods (recreation andireultcatering and hotel
services) in households was increasing.



Table 3. The structure of household expenditure ittU countries in 2011
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5. Results and discussion

It can be concluded that the countries of Northemd Eastern Europe
had higher AIC per capita and smaller shares ofeediures on food.
Households with the most favorable situation arethia United Kingdom,
Austria and Luxembourg. Germany, the NetherlangdgiBm, France, Sweden,
Denmark and Finland, which also have a high leveAl€ and relatively low
the share of expenditures on food.

In countries where households do not have larggédtsdthe insufficient
level of consumer spending also reflected a posteicture of consumption,
with most of the spending for basic needs (food hodsing costs). In these
countries, it is important to make greater use e existing production
capacity, the development of new industries anchgdes in the structure of
production so as to achieve an appropriate levdeofand in the domestic market
(Bogovi 2002).

Household spending increased in thé' 2&éntury, and the difference in
spending between the different European counteesedsed. During the crisis,
there has been a decrease in the stabilization ooBdhold expenditures.
Gerstberger, Yaneva (2013) indicate that the effetcthe financial and economic
crisis have varied significantly. The Baltic econesnand Greece were the most
severely affected, with loss of actual individuahsumption (in volume terms).
While actual individual consumption started to remoin the Baltic countries in
2011, the contraction accentuated in Greece asuit of the deepening recession
and debt crisis. In Romania, Hungary, BulgariaJahd and Poland actual
individual consumption also fell, while it expandad_uxembourg and Sweden.

Glick, Lansing (2010) show that the efforts of hehusdds in many countries
to cut down their elevated debt loads via increaseahgs could lead to sluggish
recoveries in consumer spending. Higher rateswirigand correspondingly lower
rates of domestic consumption growth would mean #héarger part of GDP
growth would have to come from business investnrettexports, or government
spending. Debt reduction might also be made vimwarforms of default, such as
real estate short sales, foreclosures, and bawmiegptBut such de-leveraging
includes significant costs for consumers, who mayeltax liabilities on forgiven
debt, legal fees, and lower credit ratings.

The AIC growth rate in the countries of Central &wsbtern Europe was
higher than in the countries of Western and NortHeurope in the early 21st
century. However, the crisis has slowed down thawvgr of AIC. Although
each year the differences between EU countriesl lBvconsumption are reduced,
there are still significant disparities between tlmusehold expenditures of
different countries. The new EU members, whichgdithe Union during the
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years 2004-2012, increased their consumer sperdivegls faster than the
others. The highest growth factor in the 2000 té2period was observed in
Romania, Slovakia, Bulgaria and Lithuania (abov@Y1&ignificant growth factors
could also be observed also in Latvia, the CzegluBli&e and Estonia. In Malta and
Slovenia household expenditures increased at @sjomace — the growth factor did
not exceed 4.3 for these countries.

In recent years, many households of the East Earogeuntries have
been exposed to market rules and the consequehd¢hsiocountries’ socio-
economic transformations their accession to the Bk has transposed their
character and their manner of performance on thekehand, accordingly,
created changes in area of consumption.

The countries of Central and Eastern Europe hatiwely smaller AICs and
greater shares of expenditures on food, i.e. holdghHrom Estonia, Latvia,
Poland, Hungary and Slovakia had relatively lowegels of AIC and a higher share
of food in their total household expenditures. Goes where households income
or wealth are higher are characterized by lowereshaf food expenditures to
income (Eurosystem 2013). The above analysis shbesdifferences in the
structure of household expenditures between cegntdowever, it should also be
noted that there are differences depending onybe of household within the
country itself In Poland available income per capita in 2011 fug poorest
households ¢1quintile group) was 399.33 zt, while for the whast households
(5" quintile group) the amount was 3308.57 zI. Avédlaincome categorized by
family/biological type of household was from 719i@9narriages with three or more
dependent children to 1743.40 zt in marriages witlehildren (Household...2012).
Dabrowska’s Research (2006) shows that in Polgih income households (income
amounting to more than 5000 zt per person), there velatively small differences in
consumption patterns compared to the countridsedfld EU".

The bottom line is that food consumption in housghas more evenly
assigned than income and net wealth. The factsjiertding on food is relatively
evenly distributed reflects the fact that househokhgage in consumption
smoothing, so they try to support consumption ediperes even when income or
wealth is subject to adverse shocks (crisis). Otlmeuments (Cermakova 2001,
Piekut 2008) show that spending on food increaséh Wwousehold size
(understandably). Consumption is positively equatét income and wealth. As
wealth and earnings are also positively correlat@ld education, it follows that
consumption is higher for more educated peopledFmmsumption increases in
the lower age brackets, peaks for middle-aged hold® and subsequently
declines. This trend partly reflects modificatianshousehold composition over
time (Eurosystem 2013).



The Rich North-West, the Poor... 59

It also indicates that the shares of the main aopsion items have only
gradually changed over the past decade. Howewene tire some medium-term
trends, such as a rising share of expenditure ectrigity, gas and other fuels,
housing costs, water supply and other dwellingisesvand health, and falling
shares for furnishings, clothing, recreation anthmoinications. Some effect of
the financial and economic crisis is discernibletlie drop in the shares of
miscellaneous goods and services, which include@ial and insurance services
and transport. On the other hand, the shares dordnd non-alcoholic beverages,
health, actual and imputed housing costs and wsi@ply seem to have
increased, which would be consistent with the fhet expenditures on basic
needs tends to be more resilient than other cortsumjpems in an economic
recession (Gerstberger, Yaneva 2013).

Studies conducted in Poland (Zalega 2013) inditiaa¢ a reduction in
consumer spending as a result of the economic énisiouseholds was achieved
by reducing food purchases, changing purchasirtgrpatand consumption, and
greater use of home-grown items, with the helpmaiily and assistance provided
by various community organizations.

In the recent years there have been a lot of dpredats in consumption.
In Lithuania, Latvia, Poland and the Ukraine thdéraativeness of catering
establishments has increased the share of consxpenditures on them. This
phenomenon is dictated by the social need to be atliter people, strengthening
interpersonal relationships and the need for rdoreéDabrowska 2011).

The Human Development Index (HDI) is a composittistic of life
expectancy, education, and income indices useahtoqountries into four tiers of
human development. The HDI combines three dimessmiong and healthy life
(life expectancy at birth), education index (meaarg of schooling and expected
years of schooling), and a decent standard ofdi(idNI per capita). The index
shows that, over the last decade, all countriesl@@ted their achievements in
the education, health, and income dimensions asured by the HDI - to the
extent that no country for which data was availdidd a lower HDI value in
2012 than in 2000. As more rapid progress was decbin those countries with
lower HDI indexes during this period, there wasabt# convergence in HDI
values globally, although progress was uneven widimd between regions. First
place among the EU countries belonged to the Natids (fourth place in the
HDI ranking), followed by Germany, Ireland, Swedé&mong the countries of
Central and Eastern Europe, Slovenia appeared dirsthe list (21st place).
Among the countries of Central and Eastern Eurast én the list emerged
Slovenia (21st place), followed by the Czech Repu@Bth place), Estonia (33rd
place), Slovakia (35th), Hungary (37th) and Polggsdh) (Human... 2013).
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6. Conclusions

The two hypotheses have been tested, and the Idétlmdis been confirmed.
The start ofthe 21st centurysaw an increaseén consumer spendingn EU
households andreduction in disparitiesbetween householdsf different
countries.At the endof the first decadedue tothe economic crisjghere has
been astabilizationin consumer spending the EU.

The level and structure of consumption expendisiieavs that there is no
uniform model of consumption in the EU. There agmigicant differences both
in the levels of expenditure and their structuf@sring the economic crisis,
there has been a stabilization in consumer speralidgdeepening disparities
between households of different countries.

The set of H2 has also been confirm&te differences in consumption
between households are a) those that can be coedi@ds the effect of freedom
of choice; and b) those that are a consequenceefiic restrictions that do
not allow for an appropriate level of income to neeeds

Households in higher income countries have seereased consumer
spending at their preferred structure. This mayiceteé a large number of
households are satisfying the needs of their mesndérseems that these
families’ consumption is the result of freedom bbire and not a consequence
of restrictions. However, in households with lowatomes, it can be seen that
basic needs (food, housing payments) absorb diseymti part of their budget in
terms of the structure of their consumption. One tteerefore conclude that in
these households consumption patterns are a carsag|of restrictions.

The analysis also indicates the polarization okaamption in the EU. On the
one hand, there are the Nordic countries and Weé&tarope (high consumer
spending, a low share of spending on basic goadf)eother hand, the countries
of Central and Eastern Europe. Although many EWlduhave been directed to
countries at a disadvantage, one can still searitisg between the East and West.
In his study, Albu (2012a; 2012b) showed an imprt@nvergence process in the
EU, regardless of the negative impact of the actusis. However, the differences
in terms of convergence emerge at the level offggrad countries. It follows that in
the EU-10 (recently-joined EU members) a strongreggence is evident, while in
the EU-15 (‘old’ EU members) a major trend of dgesice can be observed.

With respect to the test method, we used the twedsional distribution of
statistical methods in all EU countries with respedtheir household expenses.

The use of different statistical methods could @lvthe groups, that are
not covered by the end and are able to draw caodugirst, one should be
cautious about the results using methods belonginghe cluster analysis.
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Statistical methods are useful in the study, boukhbe supported by experts’
knowledge in the field. The methods used made sside to quickly analyze

the data and draw some interesting conclusionoriedt is appropriate to use
more than one statistical method in order to malteuse of the information

contained in the data and allow for a more comprsive analysis.

It is necessary to continue to monitor the level stnucture of expenditures
in households. As indicated, consumption acts ggoath accelerator. Higher
consumer spending means a faster development afoth@ry. In particular, the
idea is to increase consumer spending in the holaselof Central and Eastern
Europe in order to accelerate the developmentskticountries.

An analysis of household expenditures makes itiplesso prepare for
future demands and changes thereto. Householdsuintrees with lower levels
of consumption will seek to achieve the level afsda countries with expenditures
on consumption. This analysis should also be efést to the private sector, since
households are the basic consumer unit.
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Streszczenie

BOGATY POLNOCNY ZACHOD, BIEDNY SRODKOWY WSCHOD
— KONSUMPCJA W GOSPODARSTWACH DOMOWYCH UE

Celem artykutu byta analiza konsumpcji w gospodash domowych z UE w XXI
w. Pocztek XXI w. przyniost wzrost wydatkéw na konsugnpajospodarstwach domowych
oraz redukgj dysproporcji mpdzy gospodarstwami domowymi zmych krajow UE.
Koniec pierwszej dekady XXI w. przyniost stabilzaw wydatkach na konsumpgj
Gospodarstwa domowe z najkorzystnigjsytuacg materialy odnotowano w Wielkiej
Brytanii i Austrii. Najmniej korzystna sytuacja goslarstw domowych uwidocznitae si
Estonii, £otwie, Polsce, Rumunii i Butgarii.

Stowa kluczowegospodarstwo domowe, UE, wydatki konsumpcyjeedwnaci



