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EXAMINING THE RELATION BETWEEN THE LEVEL OF ECONOMI C
DEVELOPMENT AND CONSUMPTION EXPENDITURE FOR BREAD A ND
CEREALS IN THE EU MEMBER STATES

The existing literature has established a cor@iabetween households’ income
and their expenditure on bread and cereals: lom@re households spend a larger
fraction of their income on the consumption of lof@ad cereals compared to higher-
income households. We investigate whether counwitts lower levels of economic
development consume less bread and cereals compareduntries with higher
levels of economic development.

We measure the level of economic development with dross value added
(GVA) per employed and apply cluster analysis tameixe whether the level of
economic development is negatively correlated il expenditure on bread and
cereals. Our main results support the hypothesis sch a correlation exists, and
therefore, our study is consistent with the viewatth statistical relationship, similar
to the one observed at households’ level, can lésdound at a country to their
economic development.

For this purpose, we examine European Union MerShages. For 2010 data for
GVA per employed for Malta is missing, as well d® texpenditure data for
Netherland. The using data is according to:
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- Gross value added chain-linked volumes at year 20dfillion euros) — GVA
at basic prices is output at basic prices minusrimédiate consumption at purchaser
prices [1]. When add subsidies to GDP and subtaxets from it we obtain the GVA.
We use GVA per employed in order to control diffeses across countries based on
their tax system.

- Number of employed (in thousands) — employed perswa all persons aged
15 and over who, during the reference week, wodtddast one hour for pay, profit
or family gain, or were not at work but had a jatbasiness from which they were
temporarily absent [1].

- Overall structure of consumption expenditure byadied COICOP level (per
1000) — COICORP is classification by purpose of etwdd consumption includes the
guantities of main foods and beverages consumeboate. (Overall structure).
Overall structure shows what percentage of thd #tpenditure goes to bread and
cereals. This allows me to compare expenditure ead and cereals across
countries.

The analysis is based on a two-step clusteringephare, which relies on an
agglomerative hierarchical method to determinentinaber of clusters automatically
[2]. Hierarchical clustering method refers to thegess by which the clusters are
repeatedly merged, until a single cluster groupa\ailable records. Specifically, in
the pre-clustering step each individual data posmtscanned and - using the
Schwartz’s Bayesian Criterion — is allocated to ohéhe previously formed cluster
or to an entirely new cluster (given that all of eariables are continuous, we apply
the Euclidean distance at this point in the procedu
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Fig. 1. Belonging of countries to clusters
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The results of our clustering approach are thevahg: of the 26 countries, 10
were assigned to the first cluster and 16 to tleers# First cluster includes Slovakia,
Czech Republic, Estonia, Croatia, Hungary, Poldittiuania, Latvia, Romania and
Bulgaria. The second cluster includes Luxembourglahd, Denmark, Belgium,
Sweden, France, Austria, Italy, Germany, Unitedgdiom, Spain, Greece, Cyprus,
Slovenia and Portugal.

While the level of economic development appearddothe more important
variable behind the formation of our clusters, wel that both the level of economic
development and the consumption of bread and ceex@rt a significant influence
in the cluster formation. Furthermore, the censoghow a good cluster quality
implying that the clusters are well separated bg tontinuous variables. The
countries in cluster 1 have a high level of ecomordevelopment and low
consumption of bread and cereals, in contrastcthumtries in cluster 2 have a low
level of economic development and high consumptibbread and cereals. Hence,
our analysis supports the hypothesis that countigs higher levels of economic
development exhibit correspondingly lower expeneitaonsumption of bread and
cereals.
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TepHONMUTECHKUI HAITIOHATBHUM €KOHOMIYHUN YHIBEPCUTET
M. TepHominb

MPOLEAYPH 3JJIMCHEHHSI AHAJII3Y ®IHAHCOBOI'O CTAHY
HIAIIPUEMCTBA

AKTyaJIbHICTh (pJ1IHAHCOBOTO aHAJII3Y IS MIANPUEMCTBA IIPU3BENa 10 TOro, 0 B
CydacHI EKOHOMIYHIA JITepaTrypl ICHYIOTh O€3114 METOJUYHUX MaTepiaiB,
IpPOrpaMHMX MPOJYKTIB, 110 OMUCYIOTh Pi3HI METOAUKH (DiHAHCOBOTO aHamizy. Tak,
OKpeMi aBTOPH MPOIOHYIOTh PO3JIUIATH METOAMKY (HIHAHCOBOI'O aHaji3y Ha JBa
eTary: MPOBEJICHHS €KCIPeC — aHai3y 3a JOMOMOTO BII0OOPY HEBEIUKOI KIJTBKOCTI
HaWOIBII 1CTOTHUX TMOKA3HUKIB 1 BIACTEKEHHS iX JWHAMIKH, a MOTIM MPOBEICHHS
norau0JIeHOro aHami3y 3 OLIHKOI CKIAAy pecypciB, iX CTPYKTypH (DiHaHCOBHUX
pe3yJIbTaTIB MisUTBHOCTI M OIIHKY CITiBBIHOIICHHS BJIACHHX 1 MMO3UKOBUX KOMTIB [1;
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