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Abstract

Processes of integration in Europe induce the com-
parison of the economic indicators in countries of the Eu-
ropean Union. According to the forecasts, it will take so-
me time for the new members of the EU to achieve living
standards of the old members even taking into account the
support from the structural funds. The article, after discus-
sion of the methodological issues of the concept of the li-
ving standard, the major components that describe the li-
ving standard and the methods of evaluation of economic
inequality, presents the comparative analysis of the living
standard of the European Union countries that has been
performed by comparing GDP and overall income per ca-
pita and by calculating Gini coefficients of distribution of
the overall income according to the age and education. The
last section of the article provides the evaluation of distri-
bution of the household expenditure in Lithuania in 2004-
2007 by using the Theil and Atkinson class indexes and pa-
rametrical Gini coefficients for the measurement of inequ-
ality.

Keywords: living standard, income, expenditure,
inequality, distribution.

Introduction

Social and economic events that occurred in
the EU countries during the last decade together with
the carried out social and economic policy different-
ly influenced the living standard of the countries.
The living standard in the countries depends on ma-
ny economic indicators, such as national income, ove-
rall monthly net (gross) pay, minimum monthly pay,
purchasing power, retail price index, etc. The easiest
way to describe it quantitatively is to use such econo-
mic indicators as gross domestic product (GDP) per
capita, inhabitants’ income and expenditure, income
inequality.

In 2004, after Lithuania has become the full
member of the European Union, there appeared new
possibilities to achieve the living standard of the old
member states of the European Union. The inhabi-
tants of the country expected rapid improvement of
their lives. However, the living standard during those
5 years has hardly improved, an increasing inequality
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in welfare between the inhabitants of the country has
been noticed. This fact is of great concern as the ma-
jor differences in the inhabitants’ wealth may decrea-
se the integrity of the society this way restricting the
possibilities for the economic growth. It may be invo-
ked by the partial or incomplete usage of the human
resources when some part of the inhabitants do not ha-
ve enough possibilities to receive education, use cul-
tural inheritance and latest technology products.

Processes of integration in Europe stimulate
the comparison between the economic indicators of
the European Union countries, especially the indica-
tors of the living standard and the trends of its deve-
lopment. According to the forecasts, it will take some
time for the new members of the EU to achieve living
standards of the former ones even taking into account
the support from the structural funds.

The subject of the research is the living stan-
dard of the inhabitants of the European Union coun-
tries.

The aim of the research is to perform the com-
parative analysis of the living standard of the inha-
bitants in Lithuania and other countries of the Euro-
pean Union and evaluate major consumption expen-
diture inequality indicators of the Lithuanian inhabi-
tants.

The objectives of the research:

. To discuss the methodological issues of the con-
cept of living standard having compared the diffe-
rent authors’ attitudes concerning the issues of the
living standard and life quality.

2. To discuss major quantitative indicators descri-
bing the living standard.
3. To perform the comparative analysis of the indi-

cators describing the living standard in Lithuania
and in other EU countries. To evaluate differentia-
tion of the expenditure of the Lithuanian house-
holds in 2004-2007.

The methods of the research. General methods
of scientific analysis were used, i.e. comparative ana-
lysis of literature, synthesis, systematization and ge-
neralization. Besides, graphic, statistical and econo-
metric methods were applied. DERIVE Mathematic
Software was used.



Methodological Issues of Concept of Living
Standard

The living standard, its content and living qu-
ality in the social economic literature is treated diffe-
rently by various authors. Bagdonavicius defines the
living standard as a degree of fulfillment of physical,
intellectual and social needs of a human being which
mostly describes the provision of the inhabitants or
the group of the inhabitants with goods inherent to
their living (Bagdonavicius et al. (2007), p.152). Ac-
cording to Stankevicius, the living standard is a con-
cept describing the degree of fulfillment of humans’
material and cultural needs, expressed by the quanti-
ty and quality of the goods and services used by an
individual (Socialines grupes: nepritekliaus zymes
(2004), p. 5).

Turnbull (2003) points out that concept of the
living standard should not be confused with the con-
cept of the living quality, the latter being wider and
including the subjective dimensions as well as the ob-
jective ones. To describe the living quality there is no
single and unvaried definition (O’Boyle, 1997). Inter-
national group of researchers pointed out that all de-
finitions of the living quality consist of the common
feeling of welfare, positive social ties and possibility
to realize one’s potential. The researchers accepted
the quality of life as being multidimensional and inc-
luding the subjective dimensions as well as the objec-
tive ones (Turnbull et al., (2003).

Quite vivid differences between the living stan-
dard and the quality of life have been identified by
Allardt:

* The living standard is understood as material ne-
eds from the point of view of health, food, occupa-
tion, income, etc.;

e The quality of life is immaterial living conditions
which are revealed by social relationships, social
and cultural integration and environment quality
(Arbusauskaite et al., 2007).

Even theoretical positions of those authors
who while revealing the concept of the living stan-
dard associated it with the degree of fulfillment of the
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human needs and, to our point of view, basically cho-
se the right direction, are not sufficiently methodolo-
gically substantiated, as in the very formulation of
the problem there is a lack of revelation of the causali-
ties, i.e. systematic attitude towards the subject of the
research (the living standard).

In our opinion, the revelation of the concept
of the living standard is first of all related to the final
goal of the public production. No production can be
self-oriented: it always has a goal that often is not the
one and only, there are some goals that are rather dif-
ferent, even contradictory. However, the final goal of
production is consumption, to be more precise, per-
sonal consumption, because the industrial consump-
tion, as we all know, is only the intermediate link. In
turn, personal consumption and its structure are sha-
ped by personal needs, in which the theory of eco-
nomics distinguishes physical, spiritual (intellectual)
and social needs. Thus, personal needs finally mani-
fest themselves as result of all other goals of produc-
tion, the latter being subordinated to them in one way
or another.

On the other hand, the fulfillment of the perso-
nal needs cannot be self-oriented as well. While im-
plementing the model of a socially oriented nation,
what seems to be the direction for most of the econo-
mically developed countries of the world, the structu-
re of formation of personal needs has to be targeted to
the development of a human being as a personality.

The relations discussed above can be depicted
in the principal scheme presented below (see Fig-
ure 1), in which the vertical axis stands for the le-
vel of the development of personal needs (qualitati-
ve traits), and the horizontal axis stands for the level
of fulfillment of personal needs (quantitative traits).
On the bottom of the first (vertical) axis there are pla-
ced basic (physical) personal needs and above there
are personal needs of higher rank (spiritual, intellec-
tual and social). Those needs reveal particular norma-
tive standards, which should be directed towards the
comprehensively developed personality as the final
and major goal of the production and development
of the society.
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Figure 1. Satisfaction of personal needs
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Although many of the personal needs grew out
of the biological human needs (for example, to main-
tain life), however, personal needs have already be-
come a formation of the humans’ public life long ti-
me ago and mostly depend on the development of the
public life (production, first of all). A high level of
productivity always determines high level of perso-
nal consumption as well. Thus, a system of personal
needs is an expression of the historical development
of a person and society: the wider, more various and
complex is the system of needs, the more developed
is the society.

The development of the scale of personal ne-
eds in the context of the development of society is
disclosed in the scheme by the symbols-units that re-
veal the development: they grow and increase not on-
ly quantitatively, but also qualitatively. At the same ti-
me it might be pointed out that from the quantitative
point of view as well as from the qualitative one, it is
necessary to distinguish objective normative parame-
ters of the personal needs, manifesting through parti-
cular standards and actual level of their fulfillment.
The former parameters are represented by symbols
O, pecrive and QPN objective and the latter — by symbols
Q,..,and QPN The Line OA in the scheme rep-
resents the final goal of the production to which all ot-
her goals of the production should be subordinated,
i.e. the fulfillment of the personal needs of particu-
lar level and structure. It is obvious that under the in-
fluence of developing manufacturing and the law of
increasing needs, there objectively appear socially ac-
knowledged objective standards of consumption that
increase quantitatively and qualitatively (Line OA),
while the actual level of their fulfillment tends to lag
behind those objective standards.

The personal needs and the norms of the li-
ving standard under discussion have been growing,
they should be pointed towards the development of
all society members in the direction of some social
economic indiscretion (from the point of view of cul-
tural-technological development): the society should
create objective conditions as equal as possible for
all its members to achieve particular level of cultu-
ral-technological development. Finally, the welfare
acquired by society should be measured not only by
the indicators of national product, but also by the le-
vel of the development of all members of society and
the standards of their personal needs. This is what
describes the methodological provisions of the baseli-
ne for the research into the society members’ welfare
and their living standard.

Thus, summarizing the material presented abo-
ve, the living standard may be described as the level
of the development of personal needs and their fulfil-
Iment. It is obvious that the scale of the development
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of those needs represents the quality of life, which ne-
cessarily should be integrated into the concept of the
living standard. At the same time it should be pointed
out that necessity for the development of the personal
needs and their fulfillment together with the increase
in the cultural-technological level of all society mem-
bers is not only the final goal of the social production,
but also the prerequisite for its growth in the context
of modern scientific and technical progress.

Major Quantitative Indicators Describing
the Living Standard

Many various circumstances determine the li-
ving standard; it is disclosed by the complex sys-
tem of indicators, for discussion of which there is no
enough space in this article. Therefore, here we re-
strict ourselves to the analysis of some generalized
(integrated) indicators of the living standard, what
can be met in the studies of social-economic charac-
ter quite often.

To find out what the material living standard of
a particular country is, we can compare gross domes-
tic product per capita. In order to compare actual volu-
mes, it is of vital importance to use conversion coeffi-
cients that reflect the differences in price level of the
countries. Price differences in various countries are
being evaluated by using purchasing power standards
(PPS), therefore the living standard of various coun-
tries can be compared without bias while matching
GDP per capita according to purchasing power stan-
dard. Thus, it is one of the components describing the
living standard.

Usually, estimation of the living standard from
the micro-level point of view includes the analysis
of the income and consumption expenditure dispo-
sed by the households. The higher is people’s inco-
me, the more needs they can allow to fulfill. It is sup-
posed that distribution of expenditure is not so une-
ven in comparison to income (Mann, Riley, 2007,
p. 90). Until the present day the scholars have been
arguing which source (i.e. the inhabitants’ income or
consumption expenditure) better reflects the living
standard and the level of the fulfillment of the needs
of the households. Following the estimation of the
World Bank experts and other scholars, information
concerning expenditure is more reliable than data on
the inhabitants’ income (Atkinson, et al. 2002; Dea-
ton, Zaidi, 2002; Essama-Nssah 2005; Hentschel Lan-
jouw, 1996). In their opinion, this is determined by se-
veral reasons:

1. Consumptionisabetter indicator of the living stan-
dard in comparison to income. Income is just one
of the elements enabling consumption, meanwhi-
le for evaluation of the living standard the most



valuable information is that on the fulfillment of
the inhabitants’ major personal needs. Some im-
portance bears the fact that the households are inc-
lined to hide some part of their income in case
the income is illegal (received from shadow eco-
nomy).

Consumption expenditure can be measured more
exactly than income. In the countries where the ag-
rarian economy is poorly developed the income
flows of the households can incur significant annu-
al fluctuation. Meanwhile the fluctuations in the
inhabitants’ consumption expenditure usually are
narrower.

Consumption expenditure better reflects the li-
ving standard of the household and its ability to
fulfill major personal needs. Consumption expen-
diture reflects not only goods and services that the
household disposes using its current income, but
also reveals whether the household can use credit
services and savings at the time when its income
is low or even negative.

According to British scholar Atkinson, fulfil-
Iment of personal needs depends entirely on personal
consumption, therefore, consumption expenditure is
a more suitable indicator for measurement of a per-
son’s or household’s welfare (not bearing in mind the
source of income), meanwhile income is sufficient in-
dicator when considering the living standard of the
household on the whole. Following this attitude, whi-
le measuring the living standard by consumption ex-
penditure it might be over-estimated (in case the cur-
rent consumption is not restricted only to the income
received, but the savings or loans are used) or under-
estimated (in a case the household saves and a part of
income is not spent on the current consumption) (At-
kinson, 1998). Sileika and Blaziene (2000, p. 32) as-
sert that “inhabitants’ income is a major factor deter-
mining personal consumption, thus it is an essential
indicator of the living standard”. According to the aut-
hors of the article, income and consumption expendi-
ture of the households can be treated as the second
component that defines the living standard.

GDP per capita together with income and ex-
penditure per household reveals only overall living
standard of the country and smoothes the differences
between various strata of inhabitants. While analy-
zing living standard it is important to pay attention
to the inhabitants’ economic (of income and expen-
diture) inequality, which reveals how equally is the
living standard of the country available to all inhabi-
tants. In case of low level of income and comparative-
ly high differentiation of income the number of peop-
le receiving very small income increases. The low li-
ving standard is a consequence of such situation. On-
ly small poverty and low economic inequality in a
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country can guarantee high overall living standard of
that country. Measuring of inequality helps to evalu-
ate the efficiency of policies targeted towards decrea-
sing the inequality.

Various methods are applied to assess the une-
venness of distribution of income and expenditures.
The methods applied most are Gini coefficient, struc-
tural coefficients, Robin Hood index, Atkinson index
and Theil entropy measure. Usually, separate methods
include not one and only, but several absolute and re-
lative indicators. Each method has its advantages and
disadvantages. They may distort the results, for exam-
ple, dispersion, one of the most general inequality me-
asures, is very dependable on income: if income doub-
les, the increase in income inequality would be four ti-
mes. Thus, the results obtained are reliable if they me-
et five axioms (Litchfield, 1999, p. 2-3):

1. Transformation principle of Pigau-Dalton. Inequ-
ality should increase or at least not to decrease if
income of wealthy people increased, and vice ver-
sa: if income of poor people increased, the measu-
re of inequality should decrease or at least not to
increase.
Independence of the income scale. In case the in-
dicators have changed in the same proportion, ine-
quality should not change.
Population principle. Two equal subdivisions ha-
ving been been merged the inequality should stay
the same in a new population.
Axiom of anonymity or, call it another way, of
symmetry. Inequality should depend solely on the
income received, not on any other factors.
Divisibility. Inequality should be divisible into
constituent parts.

Indicators of the Atkinson class (named upon fa-
mous statistician Anthony Barnes Atkinson) meet tho-
se axioms and are expressed as follows:
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ture) of element i, ) is income (expenditure) arithme-
tic mean, ¢ is a measure of inequality antipathy une-
venness. Parameter ¢ evaluates the society’s percep-
tion of social justice and a wish for income (expendi-
ture) to be distributed evenly. This parameter may va-

ry from zero to infinity &(0 <€ < o). The higher is ¢
value, the greater is the society’s concern about inco-
me inequality (Atkinson, 1970). This parameter deter-
mines both the level of undesirability of income (ex-
penditure) inequality and the level to which the diffe-



rences in income (expenditure) are acceptable in the
lowest edge of income (expenditure) distribution. In
case ¢=0, there is no income inequality. In practice,
the measure of ¢ varies from 0.5 to 2.

Indicators of Atkinson class are related to ot-
her measurement methods and help to find out inco-
me unevenness. Distinguishing feature of this class is
possibility to evaluate income unevenness according
to change of criteria in various segments. Indicators
of Atkinson class are those from the minority of mea-
sures that present evaluation of social welfare, based
on the function of social welfare. Particular cases of
Atkinson (Dominguez-Dominguez, 2005, p. 5):
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where WL, income harmonic mean.

Another measure meeting those axioms is a ge-
neralized entropy (GE) class of unevenness measu-
res. Cowell (1995) has proved that measure meeting
those five axioms belongs to this class. The indicators
belonging to GE class are expressed as follows:

4

Values of GE(a) coefficient may vary from 0
to co. Zero stands for equal distribution and this coef-
ficient being higher means higher economic inequali-
ty in the being investigated population. Parameter o
reflects distribution in different parts and may acqui-
re any real value. Mostly used values of a.are 0, 1 and
2, in a case oo = 0 more weight is put on the changes
in lower income, when o = 1 weight of income is the
same in the whole subdivision, and when o = 2 more
weight is put on the changes in higher income (expen-
diture) (Litchfield, 1999, p. 3).

Theil indicators for inequality measure are sepa-
rate cases of GE, when a = 0 (deviation logarithm me-
an) and a = 1 (Theil index). They look as follows:
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In case a=2, GE(a) index becomes variation
coefficient:

;

While calculating and analyzing these indica-
tors, one should pay attention to the fact that:

1.

i=1

Generalized entropy measures with o >~ 1 are ve-
ry sensitive to high income (expenditure).

Generalized entropy measures with o0 < 0 and At-

kinson class measures with € - / are very sensiti-
ve to low income (expenditure) (Cowell, Flachai-
re, 2004).

The commonly used indicator that reveals the
distribution of income (expenditure), in statistics is
represented as proportion of part of income taken in
all income. These proportions are the points in the tra-
ditional Lorenz curve (Mann, Riley, 2007, p.19). This
curve is graphical representation of inequality func-
tion. Lorenz curve graphically reflects cumulated in-
come (expenditure). Its mathematic expression is:

Flx)= [(x)ax

0

F(x) meaning is a part of the being investiga-
ted households, the income (expenditure) of which is
lower than x.

There are many indicators that generalize infor-
mation presented by the Lorenz curve. The most po-
pular is Gini coefficient (G). It is commonly used for
evaluation of income (expenditure) differentiation
though it also can be successfully used for evaluation
of any other discontinuous differentiations. It is wide-
ly used in international comparisons.

Gini coefficient is a mode for expression of
economic inequality in number. It is a proportion of
area, restricted by Lorenz curve and diagonal, taken
by area of triangle, restricted by the line of absolu-
te equality. The greater is income inequality, the hig-
her is Gini coefficient, the value of which may vary
from 0 (in case of absolute equality) to 1 (in case all
income comes to 1 person). Gini coefficient may be
expressed through Lorenz curve. Assume L is a func-
tion defining Lorenz curve, then:

G =1—21J'L(p)dp.

Also, Gini coefficient may be expressed as fol-
lows (Mussard, 2007):
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where n is a sample value, x, is income (expenditu-
re) of i- element, x is income (expenditure) of - ele-
ment, p is income (expenditure) arithmetic mean.
Though Gini coefficient is one of the most common-
ly used measures in the world, it also has its advanta-
ges and disadvantages.

Advantages: Gini coefficient is rather simple
to calculate and easy to interpret. Its advantage lies
in the fact that it measures unevenness, not the mean
values, which in reality do not disclose the differen-
tiation. For example, attempts to state the living stan-
dard in the country by GDP get some critics as GDP
does not disclose the actual situation in the popula-
tion as a whole, meanwhile, Gini coefficient reveals
the distribution of income between the ‘rich’ and ‘po-
or’ people. Also, it is important that while using Gini
coefficient it is possible to compare the income diffe-
rentiation in the sectors of population and the states.

Disadvantages: Gini coefficient is very sensiti-
ve to changes occurring around the mode of distribu-
tion and less sensitive to changes occurring in both
ends of distribution. In case the distribution chan-
ges occur at the same time on the top and the bottom
but in contrariwise direction, the change of Gini co-
efficient may be equal to zero (Forster, Vleminckx,
2004).

To evaluate inequalities the parametrical Gini
index can be used as well (Martinez-Camblor, 2007,
p- 288), which also acquires values from zero to one
and is expressed as follows:

1 k-2
$G =1=k(k =D [(1=p)  L{p)dp,k>1.
0

where k is a parameter of inequality aversion. Tradi-
tional Gini coefficient as commonly used indicator of
inequality, is a case of parametrical Gini index, when
k = 2. Other members present different ethical jud-
gments. Indicators of the value k > 2 put more social
weight on the poor than traditional Gini, while indica-
tors of the value k<2 put on them less social weight
(Jenkins, Van Kerm, 2006, p. 534).

Robin Hood index is another measure for eva-
luation of unevenness generalizing information pre-
sented by the Lorenz curve. It discloses the greatest
vertical range between the absolute equality line and
the Lorenz curve. This index approximately reveals
the part of all income that the households receiving
more than average should transfer to the households
receiving income below the average, for the income
to be distributed equally.

To summarize, it might be stated that there is
no one single method that would be best suitable for
evaluation of economic inequality — each method has
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its own advantages and disadvantages. It is quite diffi-
cult to embrace the versatility of the economic inequ-
ality by using one indicator. Particular measures dif-
ferently respond to income redistribution within the
strata of society, for instance, Atkinson index is more
related to spread of poverty, Gini coefficient demonst-
rates less response to redistribution of income within
the middle class, Robin Hood index is insensible to re-
distribution of income in case it occurs on the same si-
de of income average. The more vivid illustration of
income inequality is presented by the Lorenz curve,
using which one may calculate Gini and Robin Hood
indicators.

Comparative Analysis of the Living Standard
in the Countries of the European Union

As it has been mentioned in the second part of
the article, it is possible to compare the living stan-
dard of different countries without bias by matching
GDP per capita using PPS. One PPS allows buying
the same agreed amount of goods and services in all
countries, meanwhile to buy the same agreed amount
of goods and services in particular countries, subject
to the national price level one may need different
sums of national currency units. Thus, GDP of the
countries expressed in PPS reflects absolute compari-
son of the scope since the component of price level
is eliminated.

In 2007 the greatest GDP per capita expressed
in PPS was in Luxembourg, i.e. 68500 PPS (2.76 ti-
mes above the EU average). Ireland was the second
in a rank according to this indicator, i.e. 36300 PPS
(1.46 times above the EU average), the third position
was taken by the Netherlands, i.e. 32900 PPS (1.33
times above the EU average). The lowest indicator
was detected in the newest Member States: Bulgaria
(0.38 of the EU average) and Romania (0.41 of the
EU average). In thirteen EU countries GDP per capi-
ta expressed in PPS is above the average of EU Mem-
ber States and in fourteen countries this number is be-
low. By this indicator Lithuania occupied only 23%
position among 27 countries of the EU; its GDP per
capita expressed in PPS constituted 59.4 per cent of
the EU average. Lithuania overtook Poland and Lat-
via by this indicator in addition to Bulgaria and Roma-
nia mentioned above.

It is worthwhile paying attention to the fact that
high level of gross domestic product per capita in Lu-
xembourg partly depends on the employment of a sig-
nificant part of employees from other countries. They
contribute to creation of GDP, though while calcula-
ting gross domestic product per capita they are not
treated the same as those living in the country (First
estimates for 2007 GDP, p. 2).



During 2004-2007, GDP of the EU Member
States per capita expressed in PPS was growing ap-
prox. by 4.72 per cent annually. The growth of this
indicator was the highest in the following EU coun-
tries: in Latvia approx. by 13.33 per cent annually, in
Estonia approx. by 13.31 per cent annually and in Lit-
huania approx. by 11.25 per cent annually, and the lo-
west growth was detected in the United Kingdom (ap-
prox. 2.83 per cent annually), in Italy (approx. 2.95

per cent annually) and in Germany (approx. 3.7 per
cent annually).

The household income per capita is another
important indicator of the living standard. Again, Lu-
xembourg is unquestionable leader by this indicator,
high average household income per capita is also in
the United Kingdom, Ireland, Austria and the Nether-
lands. Low average income is in Poland, Latvia, Lit-
huania, Hungary and Slovakia (see Figure 2).
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Figure 2. Overall income per capita in 2007 expressed in PPS!
Source: drawn by the authors, with reference to Eurostat database

The living standard depends not only on GDP
and income per capita, but also on inequality of inco-
me distribution. The results presented in Table 1 reve-
al that while comparing by age income is most unequ-
al in Estonia, Sweden and Denmark (the highest Gini
coefficients of income distribution according to age)
and the least unequal it is in Slovenia, Poland and
Belgium. The overall income of the people of retire-
ment age in Lithuania constitutes 68 per cent of ove-
rall income of people of the age group from 24 to 49
years. The greatest indicator of this kind is in Poland,
where the overall income of the people of retirement
age constitutes 90 per cent of overall income of peop-
le of the age group from 24 to 49 years. The lowest
value of the indicator (59 per cent) is in Cyprus. Whi-
le comparing the people of the age group from 25 to
49 years to the people of the age group from 18 to 24

years, one may notice that almost in all countries ol-
der people’s income is higher. The greatest differen-
ces were noticed in Sweden, i.e. income is approx.

' Of 25 countries, as Eurostat does not present data on the
inhabitants’ overall income in Bulgaria and Romania.
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by 28 per cent higher, in Denmark by 27 per cent,
in Finland by 26 per cent. Smaller differences in in-
come are in Malta, i.e. approx. 2 per cent, in Lithua-
nia and Slovenia approx. 4 per cent. Malta is the only
EU country in which the income of the group of 18-
24 year old people is higher than income of people of
the age group from 25 to 49 years.

Comparing income by education, the major dif-
ferences appear in Lithuania, Poland and the United
Kingdom and the least substantial they are in Swe-
den, Malta and France. The income of people with
higher education in Lithuania is approx. 2.22 times
higher than the income of people who do not have
higher education. Perhaps this is the reason why Lit-
huanians strive for higher education so eagerly. Me-
anwhile in Sweden, for instance, income of people ha-
ving higher education is only 1.3 times higher than in-
come of people who do not have any education, even
secondary.



Table 1

Inequality of the Inhabitants’ Income Distribution by Age and Education®

No. Country G | Py /Puy| Ps/Pry | G |L/L|L/T
1. [Ireland 0.062 1.15 0.71 0.148]1.328[1.831
2. | Austria 0.045 1.08 0.87 0.0991.2711.611
3. | Belgium 0.041 1.14 0.75 0.117]1.213]1.618
4. | The Czech Republic 0.053 1.08 0.76 0.11 |1.264]1.745
5. | Denmark 0.079 1.27 0.64 0.087|1.179[1.459
6. | Estonia 0.086 1.08 0.72 0.131] 1.32 [1.824
7. | Greece 0.051 1.12 0.78 0.143]1.302[1.937
8. | Spain 0.056 1.11 0.75 0.124|1.251[1.664
9. |Italy 0.055 1.15 0.8 0.114]1.318]1.888
10. | The United Kingdom 0.058 1.22 0.71 0.154| 1.44 [2.051
11. | Cyprus 0.074 1.05 0.59 0.147/1.398[1.878
12. | Latvia 0.057 1.06 0.8 0.151]1.363]2.021
13. | Poland 0.04 1.16 0.9 0.175|1.263[2.229
14. | Lithuania 0.071 1.04 0.68 0.177|1.381[2.219
15. | Luxembourg 0.052 1.15 0.83 0.121]1.207| 1.71
16. | Malta 0.051 0.98 0.8 0.067|1.275[1.579
17. | The Netherlands 0.062 1.15 0.75 0.1 ]1.139]1.531
18. | Portugal 0.061 1.07 0.73 0.081]1.504(2.523
19. | France 0.049 1.16 0.82 0.076|1.065[1.378
20. | Slovakia 0.053 1.08 0.76 0.101]1.313]1.679
21. | Slovenia 0.035 1.04 0.84 0.127| 1.26 [ 1.811
22. | Finland 0.073 1.26 0.69 0.115]1.139]1.605
23. | Sweden 0.083 1.28 0.67 0.06 [1.132]1.312
24. | Hungary 0.047 1.11 0.87 0.13511.249(1.883
25. | Germany 0.049 1.16 0.81 0.095|1.183[1.551

Source: calculated by the authors with reference to Eurostat database.

Increasing income under disposition allows
higher consumption. Sometimes consumption expen-
diture and its structure reflects the living standard bet-
ter than income. The level of income may vary, es-
pecially of those households receiving irregular inco-
me. Usually, consumption expenditure on the goods
of everyday usage does not change significantly.

It is supposed that the smaller relative part of
consumption expenditure goes for food, the higher
the living standard in the country is. Inhabitants of
the countries spending less on food are able to allo-
cate bigger part of income to culture, leisure, educa-
tion, savings, investment and so on. It is considered

* G, — Gini coefficient of the distribution of overall income
by age, G, — Gini coefficient of the distribution of overall
income by education;

P, ,,— average income of the group at the age of 18-24
years, P, — average income of the group at the age of
25-49, P, — average income of the group at the age of 65
and above.

I, — overall income of people having education of the 1%
degree (lower than primary, primary or under-secondary
education), /, — overall income of people having education
of the 2™ degree (secondary, further education), /, — ove-
rall income of people having education of the 3* degree
(higher education).
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that the smaller relative part of consumption expendi-
ture goes for food, the higher the living standard in
the country is. The results obtained proved this state-
ment to be correct, since they yield the similar results
as while evaluating income or GDP per capita.

The inhabitants of Lithuania spend 33.8 per
cent of their expenditures on food and non-alcoho-
lic beverages, meanwhile such expenses of the inha-
bitants of Luxembourg and the United Kingdom do
not even reach 10 per cent (see Figure 3). Worse situ-
ation among EU Member States is only in Romania,
the inhabitants of which spend as much as 44.2 per
cent of their expenditures on food and non-alcoholic
beverages.

Having performed the correlation analysis of
the relation between the GDP per capita and the part
of expenses for food, we receive the correlation coef-
ficient of -0.876. This means that there is strong in-
verse relation, i.e. the bigger part of expenses is allo-
cated for food, the smaller is GDP per capita of that
particular country (see Figure 4). Though the living
standard in Lithuania little by little gets closer to the
average living standard of the EU countries, not eve-
ry inhabitant can feel it, talks have it that economic
inequality in Lithuania increases. As it has been men-
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Figure 3. Part of income spent on for food and non-alcoholic beverages
Source: drawn by the authors with reference to Eurostat database
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Figure 4. Relation between GDP per capita and part of expenses for food
Source: calculated by the authors on the basis of Annual Abstract of Statistics, Concise Statistical
Yearbook of Poland, Eurostat databases, Household consumption expenditure, Namu ukiu biudzetai 2007,
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tioned, there is no one and only method that would
be best suited for evaluation of the economic inequa-
lity — each method has its own advantages and disad-
vantages. To embrace the versatility of the economic
inequality by using one indicator is rather difficult.
Different measures differently respond to income re-
distribution within the social strata, therefore, inequ-
ality of income distribution among the inhabitants of
Lithuania is evaluated by calculating indices of gene-
ral entropy (GE) class of unevenness measures (with
parameters o = 0; 1; 2), Atkinson class (A) indicators
(with antipathy parameters € = 0.5; 1; 2), parametri-
cal Gini coefficients (SG) (with parameters of inequa-
lity aversion k = 1.5; 2; 2.5) and Robin Hood index.

Various inequality indicators are calculated us-
ing data of Lithuanian Department of Statistics on the
average consumption expenditures of the Lithuanian
households. Though, according to the data presented
by the agency ‘Eurostat’, inequality between inhabi-
tants of Lithuania decreases, however, having perfor-
med the evaluation of expenditure distribution of the
Lithuanian inhabitants by using measurement indica-
tors of Atkinson class and general entropy class of
unevenness measures and Gini coefficients, we recei-
ve opposite results.
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Table 2
Main Indicators of the Household Expenditure
Inequality
2004 | 2005 | 2006 | 2007

GE (1) 0.07 10.075 [0.079 [0.082
GE (2) 0.07 10.076 |0.081 |0.083
GE (3) 0.602 [0.631 [0.658 [0.667
A, 0.077 [0.084 |0.088 |0.091
A4, 0.149 |0.159 |0.167 |0.172
4, 0.270 |0.285 |0.295 |0.3034
SG,, 0.209 10.219 [0.226 [0.229
SG, 0.317 0.33 |0.339 |0.344
SG, . 0.384 |0.398 |0.407 |0.412
Robin Hood index 0.225 [0.236 |0.242 |0.244

Source: calculated by the authors with reference to Namu ukiu
biudzetai, Namu ukiu pajamos ir islaidos.

As it can be seen from the indicators presen-
ted in Table 2, parametrical Gini coefficient when
k=2.5,in 2007 was 41.2 per cent in Lithuania and
increased by 2.8 per cent in comparison to year 2004,
In comparison to year 2004, other indicators of the
inhabitants’ expenditure inequality (Atkinson coeffi-



cient, indices of class of measurements of general en-
tropy of unevenness, Robin Hood index) increased as
well. Increasing economic inequality between particu-
lar groups of inhabitants not only hinders economic
growth and its efficiency and thus the future living
standard, but also increases social tension among in-
habitants.

Conclusions

1. Performed analysis of scientific literature sources
revealed that there is no one and universally accep-
ted definition of living standard. The authors as-
sume that the living standard might be defined as
the degree of development of personal needs and
their fulfillment. The scale of the development of
personal needs reveals the quality of life, which
needs to be included into the conception of the li-
ving standard.

2. Living standard is revealed by rather complicated
system of indicators. The article is restricted to
the analysis of some generalized (integrated) indi-
cators of the living standard only. The living stan-
dard is quantitatively defined by the following eco-
nomic indicators: GDP per capita, inhabitants’ in-
come and consumption expenditure and their ine-
quality. The first two indicators reveal overall li-
ving standard of the country, while income and
expenditure inequality discloses to which degree
the living standard is available to all inhabitants
of the country. In international comparisons there
are used indicators of purchasing power parity.

3. Among scholars there is no single, unified opinion
about what resources (i.e. inhabitants’ income or
consumption expenditure) describe household li-
ving standard and degree of the fulfillment of the
needs more exactly. According to one group of
scholars, information on consumption expenditu-
re is more reliable than data on inhabitants’ inco-
me, since it better reveals the fact about the ful-
fillment of the inhabitants’ personal needs. Accor-
ding to other scholars, basically, the inhabitants’
income is the major factor determining personal
consumption; consequently, it is an essential in-
dicator of the living standard. When evaluating
the living standard in consumption expenditure,
it might be over-estimated (in the case the current
consumption is not restricted only to the income
received, but savings or loans are used as well) or
under-estimated (in the case the household saves
and a part of income is not spent on the current
consumption). According to the authors of the ar-
ticle, while analyzing the living standard, it is ne-
cessary to study both income and expenditure.

4. While analyzing the living standard it is impor-
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tant to pay attention to inhabitants’ economic (in-
come and expenditure) inequality, which reveals
how equally the living standard is available to all
inhabitants of the country. There is no one and on-
ly method that would be best suited to evaluation
of the economic inequality: each method has its
own advantages and disadvantages. Mostly, for
evaluation of unevenness of distribution of inco-
me and expenditure, the following methods are ap-
plied: Gini coefficient, structural coefficients, Ro-
bin Hood index, Atkinson index and Theil entro-
py index.

. During 2004-2007, GDP of the EU countries

per capita expressed in PPS was increasing by
approx. 4.86 per cent each year. The most signi-
ficant growth was in Latvia, Romania, Estonia,
Lithuania, and the least significant it was in Den-
mark, Italy and the United Kingdom. Evaluated
according to the majority of indicators, the living
standard of Lithuania is one of the lowest in com-
parison to the EU countries.

. Results of the calculations performed by the aut-

hors reveal that while comparing by age, the most
unequal income is in Estonia, Sweden and Den-
mark, and the least unequal it is in Slovenia, Po-
land and Belgium. The overall income of people
of retirement age in Lithuania constitutes 68 per
cent of overall income of people of the age group
from 24 to 49 years. Earnings of people of the age
group from 24 to 49 years in Lithuania are 4 per
cent higher than those of people aged from 18 to
24,

. When comparing income by education, the ma-

jor differences appear in Lithuania, Poland and
the United Kingdom, and the smallest they are in
Sweden, Malta and France. The income of people
with higher education in Lithuania is approx. 2.22
times higher than the income of people who have
not obtained even a secondary education.

. The calculations performed disclose that paramet-

rical Gini coefficient when k = 2.5, in year 2007
comprised 41.2 per cent in Lithuania and incre-
ased by 2.8 percentage points in comparison to
year 2004. In comparison to year 2004, other in-
dicators of the inhabitants’ expenditure inequali-
ty (i.e. Atkinson coefficient, indices of measure-
ments of class of unevenness measures of gene-
ral entropy, Robin Hood index) increased as well.
All these indicators reflect the increase of the le-
vel of living standard differentiation among par-
ticular strata of Lithuanian people, though accor-
ding to the data presented by the Agency ‘Euros-
tat’, inequality between the inhabitants of Lithua-
nia decreases. Increasing economic inequality bet-
ween particular groups of inhabitants not only hin-



ders economic growth and its efficiency and thus
the future living standard, but also increases so-
cial tension among inhabitants.
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32.

Gyvenimo lygis ir jo lyginamoji analizé Lietuvoje ir kitose Europos Sajungos Salyse

Santrauka

Pastaraji deSimtmetj ES Salyse vyke socialiniai ir eko-
nominiai reiskiniai bei vykdomos socialinés ir ekonominés
politikos turéjo nevienodos itakos Saliy gyvenimo lygiui.
Tyrimo tikslas — atlikti Lietuvos ir kity ES $aliy gyventoju
gyvenimo lygio lyginamaja analizg, jvertinti Lietuvos gy-
ventojy i§laidy pagrindinius pasiskirstymo rodiklius.

Socialinéje ekonominéje literatliroje gyvenimo lygis,
jo turinys ir gyvenimo kokybé sklrtmgq autorlq traktuoja-
mi labai nevienodai. Teorinés pozicijos net ir ty autorlq,
kurie atskleisdami gyvenimo lygio samprata, jg sieja su
zmoniy poreikiy patenkinimo laipsniu ir, straipsnio autoriy
nuomone, i§ esmés eina teisinga kryptimi, néra pakanka-
mai metodologiSkai pagristos, nes, jau formuluojant pacia
problema, pa51gendama priezastiniy rysiy atskleidimo, t.
y. sisteminio pozidrio | tlrlamam objekta (gyvenimo lygj).
Autorlq nuomone, gyvenimo 1yg1 galima apibadinti kaip
asmeniniy porelqu iSvystymo ir jy patenkinimo lalpsm
Suprantama, kad $iy poreikiy i isvystymo skalé rodo gyveni-
mo kokybe, kuria biitina integruoti { gyvemmo lygio sam-
prata. Kartu pabreztma kad asmenlmq porelqu pletote
bitinybé kuo geriau juos tenkinti ir visy visuomenés nariy
kult@irinio-techninio lygio kélimas yra ne tik visuomeninés
gamybos galutinis tikslas, bet ir jos augimo salyga $iuolai-
kinés mokslinés techninés pazangos kontekste.

Gyvenimo lygi rodo pakankamai sudétinga rodikliy
sistema. Straipsnyje apsiribojama tik kai kuriy apiben-
drinty (integruoty) gyvenimo lygio rodikliy analize. Gyve-
nimo lygis kiekybiskai apibiidinamas tokiais ekonominiais
rodikliais, kaip BVP, tenkantis vienam gyventojui, gyven-
toju pajamos ir vartojimo islaidos ir jy pasiskirstymo ne-
tolygumas. Pirmieji du rodikliai rodo $alies vidutinj gyve-
nimo lygi, o pajamy ir i$laidy pasiskirstymo netolygumas
atskleidzia, kaip gyvenimo lygis pricinamas visiems Salies
gyventojams.

Tarp mokslininky néra vieningos nuomonés, kokie
iStekliai (gyventojy pajamos ar vartojimo islaidos) geriau
apibtidina namy tikiy gyvenimo lygi. Vieny mokslininky
vertinimu, informacija apie vartojimo islaidas yra patiki-
mesné nei duomenys apie gyventojy pajamas nes jos ge-
riau parodo, kaip patenkinami asmeniniai gyventom po-
reikiai. Kity mokslininky nuomone, gyventoju pajamos i$
esmés yra pagrindinis asmemm vartojimg lemiantis veiks-
nys, taigi ir pagrindinis gyvenimo lygio rodiklis. Straips-
nio autoriy nuomone, analizuojant gyvenimo lygi, biitina
nagrinéti tiek pajamas, tiek i$laidas ir ju nelygybe.

Nagrinéjant gyvenimo lygi, svarbu atkreipti démesi
1 gyventojy ekonoming (paJamq ir i8laidy) nelygyb@, ku-
ri rodo, kaip vienodai prlelnamas Salies gyvenimo lygis
visiems gyventojams. Pajamy ir i$laidy pasiskirstymo
netolygumui jvertinti dazniausia taikomi tokie metodai:
Gini (Dzini) koeficientas, strukttriniai koeficientai, Ro-
bin Hood (Robino Hudo) indeksas, Atkinson (Atkinsono)
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indeksas, Theil (Teilo) entropijos indeksas. Ekonominei
nelygybei jvertinti néra vieno geriausio metodo — kiekvie-
nas metodas turi savy privalumy ir trikumu. Aprépti eko-
nominés nelygybés jvairiapusiskumg vienu indeksu yra
sudétinga. Skirtingi matai nevienodai reaguoja | pajamy
perskirstyma visuomenés sluoksniuose, pavyzdziui, Atkin-
son indeksas labiau siejasi su skurdo paplitimu, Gini koefi-
cientas maziau reaguoja | pajamy perskirstyma viduriniuo-
se sluoksniuose, Robin Hood indeksas nejautrus pajamy
perskirstymui, jei jis vyksta toje pacioje pajamy vidurkio
pus¢je. Vaizdziausiai vartojimo iSlaidy nelygybe iliustruo-
ja Lorenz kreivé, i$ kurios galima apskaiciuoti Gini, Robin
Hood indeksus.

Autoriy atlikty skai¢iavimy rezultatai rodo, kad pa-
gal amziy pajamos labiausiai netolygiai yra pasiskirs¢iu-
sios Estijoje, Svedijoje ir Danijoje (didZiausi pajamy pa-
siskirstymo pagal amziy Gini koeficientai), o maziausiai
skiriasi Slovénijoje, Lenkijoje ir Belgijoje. Lietuvos pen-
sinio amziaus zmoniy vidutinés pajamos sudaro 68 proc.
24-49 m. zmoniy vidutiniy pajamy ir yra 23 vietoje tarp 27
ES saliy. Jos BVP, tenkantis vienam gyventojui, iSreikstas
PGS, sudaré 59,4 proc. ES vidurkio. Pagal i$silavinima pa-
jamos labiausiai skiriasi Lietuvoje, Lenkijoje ir Jungtingje
Karalystéje, maziausiai — Svedijoje, Maltoje, Pranciizijoje.
Zmoniy, turinéiy aukstaji idsilavinima, pajamos Lietuvoje
vidutini§kai 2,22 karto didesnés uz zmoniy, neturin¢iy net
vidurinio i$silavinimo.

Laikoma, kad kuo mazZesné santykiné vartojimo
i8laidy dalis skiriama maistui, tuo aukstesnis gyvenimo ly-
gis Salyje. Lietuvos gyventojai maistui ir nealkoholiniams
gérimams skiria 33,8 proc. islaidy, kai tuo tarpu Liuksem-
burgo, Jungtinés Karalystés gyventojai tam neskiria net 10
proc. Blogesné situacija i§ ES nariy tik Rumunijoje, kurios
gyventojai maistui ir nealkoholiniams gérimams skiria net
44,2 proc. i§laidy.

Pagal agentiiros ,,Eurostat™ pateikiamus duomenis,
nelygybé tarp Lietuvos gyventojy maz¢ja, taCiau atlikus
Lietuvos gyventojy i§laidy pasiskirstymo vertinima, panau-
dojant Atkinson klasés, bendrosios entropijos netolygumo
maty klasés matavimo rodiklius, parametrinius Gini koefi-
cientus, gauti prieSingi rezultatai. Parametrinis Gini koefi-
cientas, kai k = 2,5, 2007 m. Lietuvoje sudaré 41,2 proc.
ir, lyginant su 2004 m., padidéjo 2,8 procentiniais punk-
tais. Lyginant su 2004 m., padid¢jo ir kiti gyventojy islaidy
nelygybés rodikliai — Atkinson koeficientas, bendrosios
etropijos netolygumo maty klasés indeksai, Robin Hood
indeksas. Dldejantl ckonominé nelygybé tarp atskqu gy-
ventojy grupiy ne tik mazina ekonomikos auglmq ir jos
efektyvuma, taigi ir gyvenimo lygi ateityje, bet ir didina
socialing {tampg tarp gyventoju.

Pagrindiniai ZodZiai: pragyvenimo standartai, pa-
jamos, iSlaidos, nelygybé, paskirstymas.



