Authors: Christine Gerstber

Daniela Yaneva

]
eurostat

Statistics in focus /

2/2013

/

Analysis of EU-27 household final consumption
expenditure — Baltic countries and Greece still
suffering most from the economic and financial crisis

Consumption isa key indicator of citizens' well-
being, with housing, energy, transport and food
accounting for about half of total household
expenditure. Thisreport uses data on the
development and structur e of expenditureto
identify trends over the past decade. For
instance, the impact of the economic and
financial crisison actual individual consumption
of households wasr elatively moder ate, asrising
gover nment consumption counter balanced at

least partly a more significant contraction in
household consumption. While the Baltic
economies suffered most in 2009, household
spending continued to declinein Greece dueto
the degpening recession and the fall was
sharpest in 2011. Despite some general trendsin
EU-27 data, detailed consumption patternsvary
significantly between Member Statesand the
impact of the crisis on specific expenditure
categorieswas also quitevaried.

EU-27 final and actual household consumption recover from the crisis

In comparison to adrop of 4.6% in GDP in 2009,
the worst year of the crisis, the impact of the
financial and economic crisis on EU-27 household
consumption was less marked, falling by 1.8% that
year. Actual individual consumption, awider
measure of the goods and services consumed by
households, which notably also encompasses

individual government consumption, fell even less
(-1.0%) as government expenditure continued to
grow by 2.0% in 2008 and 2009. Since then,
households' final and actual consumption grew by
1.0% in 2010 and by 0.3% and 0.1% respectively
in 2011, while growth in government consumption
declined to 1.0% in 2010 and to 0.3% in 2011.

Figure 1: EU-27 consumption expenditure trends (2001-2011, year-on-year change in %)
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To better understand the focus on actual individual
consumption for cross-country comparisons in the
next section, on the left side, Figure 2 presents the
shares of different final expenditure components,
which havein fact been relatively stable over the
past decade. The largest component, household
final consumption, represented 56.5% of GDPin
2011. When adding final consumption of non-profit
institutions serving households (NPISH, 1.5% of
GDP) and ‘individual’ government expenditure,
such as public education and public healthcare
(13.6% of GDP) the result is households' actual
individual consumption (71.4% of GDP). After
adding ‘ collective’ government consumption

(8.2% of GDP), covering items as administration,
justice, defence or the police, the result istotal final
consumption expenditure, which accounted for
79.7% of EU-27 GDPin 2011.

In 2011, both EU-27 final consumption expenditure
and actua individual consumption recovered from
the crisis, at 18 000 and 21 100 euros per capita
respectively. While these figures are not presented
in the graph below, the right side of Figure 2 shows
that household expenditure is also above the
respective level in 2008 in current prices with
14200 euros per capita. Only household
consumption has still not fully recovered in volume
terms, i.e when adjusting for increasesin prices.

Figure 2: Relative size of different final consumption expenditure components
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Actual individual consumption in euros per capita varies significantly between
countries but represents around 70% of GDP in most countries

While GDP per capitais often considered as an
indicator of acountry’sliving standard, it is
actually the sum of all goods and services produced
in that country. As highlighted in the 2009 ‘ Report
on the measurement of economic performance and
social progress by Stiglitz, Sen and Fitoussi, actual
individual consumption (AIC) per capitaisan
aternative indicator better suited to describe the
material welfare situation of households as it takes
account of widespread differences across countries
in the shares of public financing for the provision
of education and health services to individuals.

While the share of actual individual consumptionin
2011 iscloseto the EU-27 average of 70% of GDP
for most countries, Figure 3 shows that differences
in the level of actual individual consumption per
capitain euros are large, ranging from 35000 euros
in Luxembourg and 29600 euros in Denmark to

6 400 euros in Hungary in 2011 (respectively

3400 eurosin Bulgariaand 4200 eurosin Romania
based on last available data for 2010). However,
this spread is more than halved when differencesin
purchasing power are taken into account.
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Figure 3: Actual individual consumption per capita in 2011
(euros or PPS per inhabitant)
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Source: Eurostat (online data code: nama_fcs c)

In addition, the effects of the financial and and debt crisis, so that the losses between 2008 and
economic crisis have varied significantly. The 2011 increased to nearly 15%. In Romania,

Baltic economies and Greece were the most Hungary, Bulgaria, Ireland and Poland actual
severely affected, with loss of actual individual individual consumption also fell by between 5%
consumption (in volume terms) of 12% to 15% and 9% from 2008 to 2011, while it expanded by
between 2008 and 2011. While actual individual between 5% and 8% in Luxembourg, Sweden and
consumption started to recover in the Baltic Poland. However, in 2011, the situation improved
countriesin 2011, the contraction accentuated in in most Member States, with Ireland, Portugal and

Greece, in connection with the deepening recession  Greece being the main exceptions.

Figure 4: Impact of the crisis on actual individual consumption (volume figures, change in %)
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Rising shares of EU-27 household final expenditure were devoted to housing and
energy, while furniture and maintenance were most affected by the crisis

The reminder of this report uses data on detailed
expenditure breakdowns to further analyse
consumption trends. Figure 5 shows the
composition of EU-27 consumption expenditurein
2011 (using COICOP 2 breakdowns).

EU-27 households spent 3400 euros per capita on
housing, water, electricity, gas and other fuelsin
2011. This can be further split up (using COICOP 3
figures) into 1700 euros for imputed and 600 euros
for actual rentals for housing, 200 euros for
maintenance and repair of the dwelling, 200 euros
for water supply and miscellaneous services
relating to the dwelling and 600 euros for
electricity, gas and other fuels.

Together with the next largest components,
transport (1900 euros) and food and non-alcoholic
beverages (1800 euros), this already accounted for
about 50% of total expenditure. The other half of
households expenditure includes spending on
recreation and culture (1300 euros), restaurants and
hotels (1200 euros), furnishings, household
equipment and routine maintenance of the house,
(800 euras), clothing and footwear (800 euros),
health (500 euros), acoholic beverages, tobacco
and narcotics (500 euros), communications

(500 euros), education (400 euros) and
miscellaneous goods and services (1600 euros),
which include e.g. expenses for personal care,
socia protection, insurance and financial services.

Figure 5: Overview of the composition of EU-27 expenditure in 2011
(COICOP 2 figures, EU-27 expenditure in euros per capita and % of total expenditure)
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Looking at the composition of EU-27 household
final consumption expenditure over time, Figure 6
suggests that the shares of the main consumption
items changed only gradually over the past decade.
However, there are some medium-term trends, such
as arising share of expenditure on electricity, gas
and other fudls, (imputed and actual) housing rents,
water supply and other dwelling services and
health, and falling shares for furnishings, clothing,
recreation and communications. Some effect of the
financial and economic crisis could notably be

= CPO04 - Housing, water, electricity, gas and other fuels

CPO07 - Transport

= CPO1 - Food and non-alcoholic beverages

m CP12 - Miscellaneous goods and services

m CPO09 - Recreation and culture

CP11 - Restaurants and hotels

m CPO5 - Furnishings, household equipment maintenance

CPO03 - Clothing and footwear

CPO2 - Alcoholic beverages, tobacco and narcotics

mCPO06 - Health

m CPO08 - Communications

CP10 - Education

discerned in adrop in the shares of miscellaneous
goods and services between 2007 and 2009, which
include financial and insurance services and
transport. On the other hand, the shares for food
and non-alcoholic beverages, health, actual and
imputed housing rentals and water supply and
dwelling services seem to have increased between
2007 and 2009, which would be consistent with the
fact that expenditure on basic needs tends to be
more resilient than other consumption itemsin an
€CoNomiC recession.
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Figure 6: Shares of different types of expenditure between 2001 and 2011
(COICOP 2 and selected COICOP 3 categories, % of total expenditure)

15.0 5.0

14.0 4.5
CPO7 - Transport M CP045 - Electricity, gas
and other fuels
13.0 4.0
W_‘ —#—CPO1 - Food and non- === CP02 - Alcohol,
alcoholic beverages tobacco and narcotics

12.0 ==4==CP042 - Imputed 35 =4==CP041 - Actual rentals
rentals for housing for housing
=>=CP12 - Miscellaneous

==>¢=CP06 - Health
11.0 goods and services 3.0

10.0

25

2001 2003 2005 2007 2009 2011 2001 2003 2005 2007 2009 2011

10.0 3.0
o m e )MK—)(—)(—)NHHH‘\’K
===CP09 - Recreation and ==¥=CP08 -

culture Communications

8.0 2.0 )
CP11 - Restaurants CP043 - Maintenance
and hotels and repair of dwelling

7.0 CPO5 - Furnishings & 15 CP044 - Water supply
maintenance and dwelling services
CPO3 - Clothing and CP10 - Education

6.0 footwear 1.0

5.0 r 0.5

2001 2003 2005 2007 2009 2011 2001 2003 2005 2007 2009 2011

Source: Eurostat (online data code: nama _co3 c¢)

Examination of the respective volume figures health, communications and food were less affected
allows amore detailed analysis of theimpact of the  than total expenditure, while the most significant
crisis. Focusing only on 2009 as the worst year, impact was on housing equipment, maintenance,
Figure 7 shows that housing rentals and rel ated clothing and leisure-related activities.

energy and service costs, as well as education,

Figure 7: Impact of the crisis on different types of expenditure in 2009
(COICOP 2 and selected COICOP 3 categories, year-on-year change in %)
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The impact of the crisis greatest in the Baltic countries and Greece

Turning to an analysis of country-specific data, this Kingdom and Austria. On the other hand, the
article can only highlight afew salient facts. Figure ~ combined share of actual and imputed housing

8 shows that southern and eastern Member States rentalsis generally lower in these countries,
generally spent a higher than average proportionon  ranging from 7% in Poland to 15% in the Czech
food and non-alcoholic beverages. Indeed, this Republic, in comparison with up to 23% in
shareislargest in Latviaand Estonia, with 20%, Finland.

but below 10% in Luxembourg, the United

Figure 8: Cross-country comparison of final consumption expenditures on food and housing in 2011
(selected COICOP 2 categories, % of total expenditures)
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Source: Eurostat (online data code: nhama co3 c).
Figure 9 shows that expendituresin 2009 fell most  in the United Kingdom, Slovakia, Ireland,
in Latvia (-21.4%), Lithuania (-16.6%) and Denmark and Spain were more moderate (between
Estonia (-13.3%), while cumul ative losses over -0.8% and -0.3%) and consumption recovered in
2008-2011 progressively increased to 15.3% for the other Member States. Data for Bulgaria, Spain,
Greece in connection with a degpening recession. Lithuaniaand Romaniafor 2011 were not available
Greece is also the country where consumption when preparing this report.
contracted most in 2011 (-7.1%), while decreases
Figure 9: Impact of the crisis on final household consumption expenditure
(year-on-year and accumulated change in %)
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Referring to changes between 2008 and 2011,
Figure 10 shows that the impact of the crisison
different consumption categories varied
significantly across countries. Indeed, even though
the overall contraction in household consumption
was of similar magnitudes in Lithuania (-15.5%),
Greece (-15.3%), Latvia (-15.3%) and Estonia
(-12.6%), Lithuania showed particularly severe
contractions for miscellaneous goods and services
(-27.7%), transport (-26%) and food (-21.6%), but
significant increases for smaller categories such as

communications (47.0%) and education (24.6%).
Latvia saw the largest drop in expenditure on
education (-45.6%), clothing and footwear
(-36.4%) and hedlth (-26.6%), while household
expenditure in Estoniafell most on education
(-31%), recreational activities (-27.7 %) and
miscellaneous goods and services (-25.6 %).
Finally, declines could be noted for all categoriesin
Greece, but were sharpest for clothing

(-28.6%), transport (-37.5%), communications
(-28.3%) and furnishings (-26.6%).

Figure 10: Changes in final consumption expenditure in the four counties most affected by the crisis
(COICOP 2 categories, change between 2011 and 2008 in %)
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METHODOLOGICAL NOTES

The data used for this publication on final
consumption expenditure and its breakdowns are
transmitted to Eurostat in the framework of the
European system of national and regional
accounts (ESA95), based on Council Regulation
(EC) No 2223/96 of 25 June 1996.

The classification of individual consumption by
purpose (COI COP) is anomenclature devel oped
to classify and analyse individual consumption
expenditures incurred by households, non-profit
institutions serving households and general
government according to their purpose.

Household final consumption expenditure covers
all purchases made (either at home or abroad) by
resident households to meet their needs.

Non-profit institutions serving households
provide individual consumption goods and services
to households free of charge or at reduced prices.

Final consumption expenditure by general

gover nment includes the value of goods and
services purchased or produced by general
government and directly supplied to private
households for consumption purposes. It can be
spilt into collective consumption, which coversthe
sovereign functions of government bodies, and
individual consumption, which isclearly carried
out for the benefit of households, such as public
education and public healthcare. Actual individual
consumption (AIC) isthe sum of household,
NPISH and ‘individual’ government consumption.

Country codes. BE: Belgium; BG: Bulgaria; CZ:
Czech Republic; DK: Denmark; DE: Germany; EE:
Estonig; IE: Ireland; EL: Greece; ES: Spain; FR:
France; IT: Italy; CY: Cyprus, LV: Latvia; LT:
Lithuania; LU: Luxembourg; HU: Hungary; MT:
Malta; NL: Netherlands; AT: Austria; PL: Poland:;
PT: Portugal; RO: Romania; SI: Slovenia; SK:
Slovakia; FI: Finland; SE: Sweden; UK: United
Kingdom; EU-27: all Member States, EA-17: euro
area.
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Further information

Eurostat website: http://ec.europa.eu/eurostat

Data on 'National accounts'
http://epp.eurostat.ec.europa.eu/portal/page/portal/national accounts/data/database

Further information on 'national accounts':
http://epp.eurostat.ec.europa.eu/portal/page/portal/national _accounts/introduction

Journalists can contact the media support service:

Bech Building, Office A4/125, L-2920 Luxembourg
Tel.: (352) 430133408

Fax: (352) 430135349

E-mail: eurostat-mediasupport@ec.europa.eu

European Statistical Data Support:

With the members of the ‘European statistical system’, Eurostat has set up a network of
support centres in nearly every Member State and in some EFTA countries.

Their role is to provide help and guidance to Internet users of European statistics.

Contact details for this support network can be found on the Eurostat website at:
http://ec.europa.eu/eurostat/.

All Eurostat publications can be ordered via the ‘EU Bookshop’:
http://bookshop.europa.eu/.
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