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Abstract

The EU enlargement in 2004 and 2007 for the new Member States has
influenced the social and economic situation of households in the EU countries,
especially the newly admitted ones. Processes of adaptation to the new situation
were expressed, among others, in the acceptance by the communities of countries
with a lower level of economic growth the consumption patterns shaped in the
countries with a higher level of development. The analysis covers the period 2004-
-2011 and aims at showing whether and how the consumption patterns in the
households in Poland have changed after 2004. In the European Union there is
considerable differentiation in the level of expenditure between individual Member
States, especially between the “old” and “‘new” members. The changes in
consumption patterns in households have expressed in the improving of the living
standard in the years 2004-2011.

Key words: consumption patterns, households, European Union

INTRODUCTION

The purpose of the analysis is to answer the question, whether and how the
EU enlargement with ten states in 2004 and a further two in 2007 has changed the
consumption pattern of their families. This pattern is determined by the level and
structure of households expenditures on meeting the food and non-food needs.
The analysis covers the 2004-2011 period and was based on data published by
Eurostat and the statistical publications of the EU countries.

When characterising the family consumption pattern based on the level and
structure of expenditure, it should be noted that it is structured not only by the level
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of income, but also subjective human needs and geo-climatic conditions that
differentiate the costs of some needs (e.g., the cost of home heating will be higher
in the countries of the Central and Eastern Europe than the Southern Europe).

MATERIALS AND METHODS

Analysis of the level and structure of expenditure made by households in the
European Union points to the differences between the standard of living of
residents of individual Member States. In order to show the scale of the
phenomenon, first the share of expenditure on food in total expenditure was
adopted as the primary indicator of the standard of living in households which was
then considered in relation to the EU-27 [see Badach, 2012; Kozera, Kozera,
2011]." In 2004 the value of this indicator formed grounds for dividing the 27
Member States into two main groups. The first one included those in which the
value of the above-mentioned indicator was below the EU-27 average and the
second — where it was above it. However, a group, in which the share of
expenditure on food was above the EU average was divided into two sub-groups:
one represented states, where the share of expenditure on food was less than 19%
of the total envelope of funds allocated to meet all the needs of the household;
while the second — states, where the share of expenditure on food was = 19% of
the total envelope of funds allocated to meet all the needs of the household.

Consumption expenditures depend on the level of income. Low level of income
allows for the implementation of the basic needs necessary for life, namely the
implementation of the basic consumption pattern. Along with the increase in
incomes, households extend the scope of heeds met to higher-order needs, which
points to the implementation of secondary consumption pattern. Basic needs
include mainly food and clothing, housing and health care. While, the needs in the
field of education, culture and entertainment are higher-order needs that are met
only after fulfilling basic needs at least within satisfactory scope. There is a
regularity, which shows that as the incomes increase the share of expenditures on
food declines, the share of expenditures on rent, fuel and clothing is relatively
stable, but the share of higher-order expenditures increases®. This allows to
indicate which consumption pattern do the families implement. The high share of
expenditure on food in total expenditure indicates that the implemented
consumption pattern is based on meeting basic needs. On the other hand,
decreasing share of expenditures on food in total expenditures and increasing
share of expenditures on non-food, communicates on the implementation of the
consumption pattern at increasingly higher level than primary, thus indicating a
gradual improvement in the living conditions of the family.

! E. Badach classified the EU Member States into groups according to the share of
expenditures on items directly related to the subsistence of the members of the household,
while A. Kozera and C. Kozera give the classification of the EU Member States according to
the level of life on the basis of synthetic measure.

% The relationship between income and expenditures of the population structure is defined
by the Engel right.
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STUDIES: DIFFERENTIATION IN THE LEVEL AND STRUCTURE OF
HOUSEHOLD EXPENDITURE REFLECTS THE DIVERSITY OF PATTERNS OF
CONSUMPTION IN HOUSEHOLDS

After the accession, the "new" Member States were covered by the EU
structural policy and the Common Agricultural Policy. They received substantial
financial support for the development of their economies. Agriculture and rural
areas (mainly due to the CAP) underwent a recovery just like other sectors of the
economy, such as construction, trade and services sectors. Economic and social
situation of households improved. This is evidenced by both higher average growth
rate of spending in the EU-27 (an increase by 16.2% over the 2004-2011 period)
than in the EU-15 (an increase by 12.2%) and reduction of disparities in their levels
across Member States. As far as in 2004, an average inhabitant of Luxembourg
allocated 9.1 times more money to meet his/her needs than an average citizen of
Latvia; in 2011, the prevalence had fallen to 5.1 times, respectively: Luxembourg /
Poland - a decrease by 7.8 to 5.5 times.

On the basis of criteria, it was finally possible to specify three groups of states
that have different consumption patterns pointing to the standard of living of their
inhabitants; these are the following groups (Table 1 and 2):

1. the first group of states is the one in which households pursue the first
pattern representing high standard of living (Group 1). They are characterised by a
low share of expenditure on food in total expenditure, lower than the EU average,
the rate of < 12.9%. Nine Member States were classified in this group, all from the
"old-15". They were characterised by the highest GDP per capita in all EU.

2. the second group of states is the one in which households pursue the
second pattern representing an average standard of living (Group 2). In this group
the share expenditure on food in total expenditure is above the EU-27 average,
and it is included in a range of 13.0-18.9%. This group consists of eleven countries,
including six of the so-called "old-15" and the five of the so-called "new members"
that joined the EU in 2004. It should be noted, that the "old" states had lower value
of GDP per capita than countries that were included in Group 1 Whereas, the
“new” states were characterised by a higher level of GDP per capita as compared
to other "new members" that were in the Group 3.

3. the third group of states is the one in which households pursue the third
pattern representing a low standard of living (Group 3). They are characterised by
high, equal or higher than 19% share of expenditure on food in total expenditure. It
is above the EU-27 average. In this group, there are seven countries - all from the
so-called "new members" group: five of them joined in 2004 and the other two in
2007. These countries are characterised by the lowest GDP in the EU per capita.

It should be noted, however, that the proposed division of households into
three groups representing high, medium and low standard of living is only a
breakdown indicating significant inequities in economic and social situation across
the EU Member States. In fact, on a global scale all EU Member States are rich,
because in terms of social development they belong to a group of very highly and
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highly developed countries In 2010, the HDI® index ranged from 0.910 for the
Netherlands to 0.805 in Latvia (for Poland it was 0.813), which gave the EU
countries the status of very highly developed countries, with the exception of
Romania (0.780) and Bulgaria (0.771), which are classified as highly developed
countries®. However, if we take into consideration only the 27 Member States of the
European Union, it turns out that they have not only significantly different levels of
economic development and social welfare, but because of the level and structure
of household expenditures, they can be further divided into very wealthy, less
wealthy or even quite poor countries. At the same time, the poverty is a relative

Table 1. The structure of spending, on average, in groups of Member States of
the EU-27, according to the model of the family life, a designated share of
expenditures on food in total expenditures.

The structure of spending in groups of the EU Member States implementing different patterns of
living. formulated on the basis of the share of expenditures on food in total expenditures.
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EU-27 2004 | 12.8 | 43.3 3.6 5.7 21.3 6.3 3.5 135 2.8 9.5 1.0 8.8
2011 | 129 | 454 3.6 5.3 23.6 5.7 3.6 13.2 2.6 8.8 11 8.6
Group 1: | 2004 | 104 | 415 5.4 5.0 22.8 6.2 3.3 13.9 29 10.0 0.7 7.8
2011 | 10.7 | 43.6 4.7 5.0 24.7 5.8 3.3 14.0 25 9.5 1.0 7.7
Group 2: | 2004 | 15.1 | 435 4.0 6.1 18.3 6.3 4.0 13.2 3.0 8.6 13 10.9
2011 | 145 | 45.2 3.9 5.1 211 5.8 4.5 12.6 2.8 8.1 13 10.5
Group 3: | 2004 | 22.8 | 52.1 6.5 5.6 20.5 4.7 3.3 11.2 2.8 7.9 0.9 5.1
2011 | 21.8 | 53.6 6.9 5.0 22.6 53 4.2 12.8 3.6 7.3 14 5.6

Source: own compilation based on the data from: [Eurostat, Eurostat Datenbank 2012, Private
Konsumausgaben..., pp. 61-66]

® Human Development Index, HDI; a summary composite index describing the effects
of socio-economic development of individual states (hence sometimes called an index of
socio-economic development). The system was introduced by the United Nations for the
purpose of international comparison. The index was developed in 1990, and since 1993 it is
published in annual UNDP reports.
HDI index estimates countries in terms of three basic aspects: ‘long and healthy life’,
‘knowledge’ and the last one — ‘decent standard of living’. Since 2010 there were created the
following indexes to measure them: life expectancy; the average years of schooling by
people aged 25 or older; the expected years of schooling for children starting the learning
process; the national income per capita in USD, calculated with the use of the purchasing
power parity of currency (PPP USD). For: Technical notes UNDP, 2010, pp. 1-2, 10.

4 Development Report 2011, report published each year by the United Nations
Development Programme.
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term due to the different level of the at-risk-of-poverty threshold in each country.
Among all the 27 Member States due to the value of the at-risk-of-poverty
indicator, in 2010 the best situation would be for example in the Czech Republic
(9.0%) in relation to 15.6% in Germany, or 17.1% in the UK. However, the at-risk-
of-poverty threshold in EUR per capita (expressed in PPS) is nearly half lower in
the Czech Republic (only 5.8 thousand) than in Germany, 10.6 thousand and the
UK (10.2 thousand)®.

The analysis for the 2004-2011 period concerning the level and structure of
expenditure in the households according to three separated groups of European
Union states determined on the basis of the share of expenditure on food in total
expenditure showed:

— expenditures of households in that period were characterised by an increase in
the share of expenditures on the basic needs® in the total expenditures in all three
Groups. Despite the increase, they still remained below the average for Group 1,
as in Group 2, while in Group 3 they exceeded the average. This allows to
conclude that in Groups 1 and 2 compared to Group 3, after meeting the basic
needs secondary needs were satisfied to a greater extent;

— considerable differentiation in dynamics of partial expenditures was noted in the
group of basic expenditures. Households from Groups 2 and 3 reported a decrease
in the share of expenditure on food and non-alcoholic beverages, with a slight
increase in Group 1. The proportion of expenditure on clothing and footwear and
on health care in the richest group of countries remained unchanged, while in the
other two less well-off, there was a decline in the share of expenditure on clothing
and footwear in connection with higher expenditures on health care. Due to the
lack of uniform solutions related to the functioning of health care systems in the EU
Member States, it is difficult to determine whether the growth of health care
expenditures results from an increase in public spending or an increase in the
share of private expenditures. Regardless of the method of financing, an increase
in spending on health means primarily an increase in the level of health care in the
society;

— the greatest burden for the basic expenditures in all groups of households was
an increase in housing costs;

— despite expenditures on basic needs, households realize expenditures arising
from the need for security, a better existence, personal contacts and self-
realization. Satisfying these needs depends on the level of socio-economic
development of the country.

It should be noted that the integration improved the standard of living for most
households in countries in Group 3, including Poland. The EU funds contributing to
economic growth, have paved the way to meet the needs of higher-order for many
families that, before the accession, did not have such an opportunity. During this

° Data for 2010, the highest amount in EUR per capita (PPS), constituting the at-risk-of-
poverty threshold is in Luxembourg and it amounts to 16.0 thousand., and the lowest in Romania
(2.1 thousand.); http://epp.ec.europa.eu/statistic...

® Basic needs are: food and beverages, clothing and footwear, housing (rent, electricity, gas,
water, etc.) and health care.

23


http://epp.ec.europa.eu/

period, there was a little positive change in consumption patterns of households in
Group 2, and actually stagnation in Group 1.

In the analysed period, the following basic changes were recorded in separate
groups of countries:

* Group 1: a high standard of living. In the budget of families in Group 1,
most of the money is involved in the meeting of basic needs, in which the dominant
component are the costs of housing.. The furnishings play a significant role in
Austria and Germany, where a greater part of the budget is allocated to this
element than clothing. After satisfying the needs related to food and housing, the
costs of paid transport are paid, which may result both from a desire for
convenience, and it may indicate the prevalence of this form of needs. In the group
of transport expenditure, more than half of expenditures are those allocated to
goods and services of automotive enterprises for private vehicles. The next in turn
are the needs in the field of recreation and culture. A minor role is played by going
to restaurants and staying in hotels. Relatively low place is taken by expenditures
on health care and education, which in the group of rich countries may be the
result of government subsidies for this purpose, as a basic component of health
care expenditures is the purchase of medical and fithess equipment.

In the analysed period there have been few changes in the consumption
pattern of households in countries classified in Group 1, which means that they
satisfy their needs at a satisfactory level. However, the weakening pace of
economic development has forced some savings. Expenditure on furnishings,
communication, recreation and culture, restaurants and hotels were reduced. A
significant decrease in expenditures on alcohol and tobacco was reported.
However, the share of expenditure on food, transport and education has increased.
This behaviour of households representing a high standard of living prove the
adaptation of society to slower or decreasing pace of economic growth in most of
the European Union Member States. Adaptation to the current economic situation
is also manifested in the above-mentioned increase in the share of basic
expenditures in total expenditures, including expenditures on food.

* Group 2: an average standard of living In households in Group 2, as in
Group 1, most of the money is spent on basic needs, in which the costs of housing
are the dominant component. The southern states like Malta and Portugal spent
less on housing, which was dictated by their location in warmer climates than that
of the central or northern parts of Europe. Countries in Group 2, compared to
countries in Group 1, spend less in percentage terms on recreation and culture and
transport, while more or the same amount on education and health care as well as
restaurants and hotels, but it should be noted that these amounts are much lower It
can be suggested that countries representing an average standard of living in the
field of these needs, try to "catch up" with wealthier countries and appreciate the
importance of education.

The analysis showed that in households in the countries belonging to Group 2
there were small, but more dynamic than in Group 1, changes in consumption
pattern. They were expressed, above all, in the increase in the share of
expenditure on basic needs, which was a resultant of cuts in expenditure on food
and clothing and footwear, and their simultaneous increase as regards housing
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and health care. The percentage of expenditures on education remained stable.
Households representing an average standard of living were more affected by the
economic crisis than households characterised by a higher standard of living
Savings, which included higher-order needs, including the greatest expenditure on
recreation and culture, probably meant restrictions on the consumption of food.
Costs of housing turned out to be especially burdensome; they were higher than in
the other countries included in Group 1 and Group 3.

In some countries, a significant role is played by going to the restaurants and
staying in hotels. This is mainly due to climatic and cultural conditions, as the
highest percentage of expenses for this purpose was reported in southern
countries, such as Spain, Malta, Portugal, Greece and lItaly. In the remaining
countries, such as the Czech Republic, Slovenia, and Hungary the value of the
indicator was lower by half. In this group convenience was also a major issue, as it
is indicated by the relatively high share of expenditure on transport, mainly (almost
half) on the goods and services of automotive enterprises for private vehicles. The
relatively high importance is assigned to the furnishings. A greater part of the
budget is spent on this purpose in households, than on education and health care.

* Group 3: a low standard of living. In this group, the basic subsistence
costs account for over half of all expenditures, and in contrast to the richer
countries, the dominant component is the cost of food, as in Bulgaria, Lithuania
and Romania, and the cost of housing, as in Estonia, Poland, Slovakia and Latvia .
The third position, in terms of the share in the total expenditure, is taken by
expenditure on transport, including the goods and services of automotive
enterprises for private vehicles. Much lower is the share of expenditure on
recreation and culture, health care and education, and, unfortunately, higher is also
the share of expenditure on alcohol, tobacco and other drugs. Considering the low
level of total expenditure in this pattern it may be suggested that in the group of
countries implementing the third pattern the needs in the field of health care and
education are satisfied to an unsatisfactory extent.

Analysis of changes in the level and structure of expenditure in the countries
belonging to Group 3 allows to determine that in the 2004-2011 period the group of
the poorest countries underwent the most dynamic changes in the consumption
pattern EU-wide. They were expressed particularly in the increase in the share of
expenditure on basic needs, which resulted mainly from an increase in expenditure
on housing and health care and a simultaneous decrease in the expenditures on
food, clothing and footwear. More was spent on transport and communication as
well as restaurants and hotels, although the importance given to the needs of going
to the restaurants and staying at hotels results, as in Group 2, from the cultural
conditions. Indeed the highest value of the indicator was recorded in the southern
country, i.e. Bulgaria. In other countries, especially in Estonia, Latvia and Lithuania,
a higher percentage of funds is spent on recreation and culture, which consists
primarily of expenditures on services of leisure and culture (for example, in Latvia
they represent nearly half of the total envelope of the group needs) [Statistical
Office of Germany, 2012]. The reason for this may be that these countries are
former republics of the Soviet Union, where a system of low-cost or free holiday
packages to employees and camps for children, as well as tickets for cultural

> 4. 25



events (theatre, cinema) was implemented. Now they operate in a market econo-
my, where the above system is not functioning.
Table 2. The structure of spending in groups of Member States of the EU-27,
according to the model of the family life, a designated share of expenditures on
food in total expenditures in 2004

The structure of spending in EU Member States implementing different patterns determined
on the basis of the value of the share of expenditures on food in total expenditures
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Member States with a share of expenditures on food below the average in the EU-27 in 2004.
Group 1. Member States implementing the first model representing the high standard of living

Luxembourg| 86 | 85 | 39.0 | 84 | 46 | 239 | 64 | 2.0 19.1 1.7 6.9 0.8 7.0
United 89 | 94| 412 | 37 | 6.0 [ 240 | 50 | 1.8 14.4 22 10.7 15 10.0
Kingdom

Austria 105| 99 | 406 | 34 | 57 | 215| 65 | 35 13.4 2.1 10.4 0.7 12.1
Ireland 9.7 1104 | 413 | 58 | 44 | 215]| 46 | 50 13.3 3.0 74 2.2 13.1
Denmark 11.6 (114 | 479 | 35 | 46 | 291 | 50 | 28 12.3 1.7 10.9 0.8 5.2
Germany 11.1 |115| 456 | 32 | 49 | 244 | 62 | 48 14.0 2.6 8.9 1.0 5.9
Netherlands | 11.0 | 11.8 | 43.7 | 3.1 | 54 | 238 | 6.0 | 2.7 125 4.1 10.0 0.6 5.1
Finland 12.2 (122 | 486 | 49 | 49 | 269 | 53 | 46 11.3 2.2 11.3 0.4 6.4
Sweden 122|122 | 471 | 36 | 48 | 269 | 5.0 | 3.2 13.3 3.3 11.1 0.3 5.6

Member States with a share of expenditures on food above the average in the EU-27 in 2004.

Group 2. Member States implementing the second model of average standard of living
(percentages of expenditures on food up to < 19 %)

Cyprus 13.1 | 12.6 | 42.2 | 4.4 6.0 | 186 | 5.0 5.0 11.5 34 7.9 2.7 15.3
Belgium 13.7 | 134 | 479 | 35 50 | 239 | 57 5.6 12.4 21 9.0 0.5 6.1
France 139 | 135 | 46.8 | 3.2 43 [ 251 | 58 3.9 14.4 2.6 8.4 0.8 7.1
Spain 142 | 141 | 430 | 3.0 52 | 202 | 48 35 11.6 2.8 8.2 1.4 16.9
Italy 15.0 | 14.2 | 46.9 2.8 74 | 224 | 7.2 2.9 12.8 2.4 7.3 1.0 10.2
Slovenia 15.6 | 148 | 434 | 54 55 | 194 | 6.1 3.7 15.1 3.2 8.7 1.2 6.9
Czech Rep. | 16.0 | 14.5 | 46.5 9.2 31 [265] 54 2.4 9.4 3.1 9.8 0.7 7.4
Malta 16.4 | 153 | 36.4 | 3.0 45 (122 ] 7.1 4.4 12.9 3.5 10.9 11 14.5
Portugal 16.9 | 16.8 | 44.0 | 3.1 6.0 | 153 | 5.8 5.9 12.6 3.1 7.2 13 11.2
Hungary 173 | 17.1 | 46.1 7.4 28 | 219 | 43 4.3 13.0 3.7 7.5 14 6.7
Greece 176 ]116.2 | 50.1 | 4.4 3.7 | 238 | 40 6.4 11.8 2.9 5.6 2.4 11.7

Group 3. Member States implementing the third model of low standard of living
(percentages of expenditures on food up to = 19 %)

Estonia 19.0 | 19.8 | 48.7 9.1 6.3 | 20.0 | 4.0 2.6 13.2 3.3 6.4 0.6 7.5
Slovakia 193|174 | 509 | 5.0 40 [ 255 ] 6.1 4.0 7.3 3.7 9.5 15 55
Poland 21.3 /189 | 518 6.5 42 | 243 | 45 4.4 10.0 2.9 7.7 1.2 2.8
Latvia 226 (199 | 534 | 74 49 [ 248 ] 35 3.8 13.6 3.3 7.3 1.8 4.8
Bulgaria 23.4 1218 | 49.0 | 3.7 3.2 [20.0] 40 4.0 18.0 6.1 5.4 0.8 8.9
Lithuania 28.3 | 25.4 | 52.7 7.4 6.5 | 16.1 | 55 4.7 14.6 2.8 6.3 1.0 2.8
Romania 33.5[29.1]| 59.8 | 3.7 35 [235] 51 3.7 135 2.2 4.9 2.0 5.0

* Basic needs = expenditures on food, clothing and footwear, housing and health
care; Spain in 2010, Bulgaria in 2005, Latvia in 2009, Romania in 2009.

Source: own compilation based on the data from: [Eurostat, Eurostat Datenbank 2012,
Private Konsumausgaben..., pp. 61-66]
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After integration with the EU the positive changes in the consumption pattern
of households in the countries belonging to Group 3include the recognition for the
need of education, which can be inferred from the higher growth rate of the share
of expenditure on education than in Group 1 and Group 2 The share of spending
on health care also increased, which may be the result of increased prevention.
Unfortunately, savings pertained to recreation and culture. It should be noted,
however, that despite the positive changes in the family consumption pattern of
Group 3, spending on basic needs in total expenditure is still much higher than in
other Groups of countries.

In Poland, the changes that have occurred in the structure of expenditure after
the accession to the EU, primarily expressed themselves in a decrease in the
share of expenditure on food, at the same time increasing the expenditures on
housing and mainly furnishings and transport. This indicates the improvement in
the living conditions of the inhabitants of our country.

CONCLUSIONS

In the 2004-2011 period the standard of living, especially in poorer countries,
Group 2 and Group 3, has improved because of the changes in the consumption
patterns of households determined by the share of expenditures on food in the total
volume of expenditures on consumption, that took place in the Member States of
the European Union after its enlargement to 27 countries (in the structure of
expenditure, the share of expenditure on food declined). Changes in the richest
countries, which are in Group 1 were small (in the structure of expenditure, the
share of expenditure on food increased slightly).

The highest growth, especially in the states implementing the second and third
consumption pattern, was noted in expenditures on housing, namely rent, water,
gas and electricity payments. In these countries, the dynamic development of the
technical and road infrastructure occurred after the accession. This created the
conditions for the countries joining the EU in 2004 and 2007 to "catch-up" in terms
of standards of living, housing, transport, etc. with the countries being members of
the EU for a longer time. However, when assessing the impact of European
integration on changes in family consumption patterns it should be noted that these
changes were not revolutionary.

Countries belonging to Group 1, which in 2004 implemented the first pattern
continued it in 2011. A share of household expenditure on food in total expenditure
was below the EU-27 average. These were the states representing a high standard
of living. Only Cyprus joined this group, which from the Group representing an
average standard of living in 2004, was "promoted" in 2011, to the Group
representing high standard of living.

Countries belonging to Group 2, which in 2004 implemented the second
pattern, continued it in 2011, except for Cyprus mentioned above. A share of
household expenditure on food in total expenditure decreased, even though it was
still above the EU-27 average. These were the states representing an average
standard of living. The accession also contributed to the "promotion" of two
countries representing a low standard of living to the Group representing an
average standard of living. They were Slovakia and Poland. The integration has
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opened up the new opportunities for development and these countries have used
them effectively. Measurable effect was an improvement in the structure of
household expenditures. The share of expenditures on food in total expenditure
stood in 2011, still above the EU average, but its value has decreased to less than
19%. This allowed for the inclusion of Poland and Slovakia in the Group
representing an average standard of living.

States representing a low standard of living, belonging to Group 3, which in
2004 implemented the third model, continued it in 2011, with the exception of
Poland and Slovakia. It should be noted, however, that even in the countries of
Group 3 there was, after the accession to the European Union, the improvement in
the conditions of life, as indicated by a decrease in the share of household
expenditure on food in total expenditure (most in Romania). But it was still much
higher than the EU average.
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