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bstract. Comparative to standard consumption based on the theory of
permanent income within a functional, mature market economy, we have
identified for the population’s households consumption in Romania during
transition some boundaries in this respect:
- Firstly, the existence of a completely imbalanced structure of expenditures
having as dominant the food consumption;
- Consequently, an exaggerated ratio between two large expenditure
segments which we have designated as compulsory expenditure/optional
expenditure, to the detriment of the second segment;
- Finally, probably the most important feature was the high contribution on
sub-periods (of incomes and monetary expenditures decreases) of selfconsumption in satisfying the consumption needs which triggered for a
good part of them the satisfaction outside market transactions, selfconsumption building itself into a substitute of negative saving.
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Consumption, next to investments and net export, is an important building brick
of aggregated outcomes/expenditures. Even in the context of the current
international economic crisis and in spite of the consumerism drive at the origins
of the crisis, there are opinions (less in Europe and more on the American
continent) supporting the continued stimulation of consumption that would
contribute to improving production and employment.
In the present approach we proceed to analysing consumption from microeconomic perspective, regarded through the prism of household’s consumption
function embedded in domestic household’s budget.
Within this brief analysis we have identified two major characteristics by means
of their potential to characterise the current stage of consumption in Romania.
Firstly, it deals with the high share of consumption satisfied outside market
transactions based on agricultural food products consumption from own
resources; the weight of self-consumption by deciles was almost uniform during
the years of high contraction of monetary incomes and rather differentiated after
a few years of economic turnaround.
Secondly, we highlight the high value of the compulsory expenditure/optional
expenditure ratio of consumption which makes a high large part of the domestic
household to represent just transitory income for the family budget, inhibiting
even a minimum display of consumer’s personality from the perspective of the
consumption act.

1. Impact of macroeconomic development on main incomes
of the population’s households
The inflationary pressure displayed not equally but rather strongly during the
entire transition period was the one giving the lead for macroeconomic
management. Yet, we believe that the macroeconomic development marked by
strong contraction in certain years was not only subject to inflationary pressure,
but lastly also circumscribed to the normal, cyclical evolution of the economy.
It is well-known that in Romania, as in other East-European countries, the
macroeconomic body underwent in-depth structural changes that induced
temporarily inevitable high contractions (as it can be noticed above from GDP
development in the period 1997-2000). Consequently, under the impact of
inflation and of the restrictive income policy, the main income categories for the
population, the real average wage and the real average pension underwent
strong erosion, the real average pension being maintained several consecutive
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years at less than half of its level before 1990. This high erosion hindered the
rehabilitation trend of the last years of integrally compensating the real terms
loss, against the beginning level of the year 1990 for the largest part of the
interval (only in 2007 for the real wage and in 20008, respectively, for the real
pension it was possible to recover the gap with the initial level of 1990).
Table 1. Yearly development of GDP, inflation rate
and main incomes of households

1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

GDP

Inflation rate1)

100.0
87.1
79.4
80,6.
83.7
89.6
92.5
88.0
86.1
85.8
87.9
92.9
97.6
102.7
111.4
116.1
125.3
133.2
142.9
133.5
131.4

5.1
170.2
210.4
256.1
136.7
32.3
38.8
154.8
59.1
45,8
45.7
34.5
22.5
15.3
11.9
9.0
6.56
4.84
7.85
5.59
6.09

Real average
wage earnings
100.0
81.5
70.8
58.9
59.1
66.5
72.7
56.2
58.4
57.0
59.4
62.4
63.9
70.8
78.3
89.5
97.4
111.8
130.3
128.3
123.6

Real average
pension
100.0
74.3
63.1
56.3
55.0
61.4
63.1
50.3
49.2
47.2
44.0
46.6
48.2
51.6
57.7
62.3
68.1
83.6
112.1
125.7
122.6

Note: 1) Preceding year=100.
Source: calculations based on data from the Statistical Yearbook of Romania, NIS, various editions.

Focusing the present analysis on some important aspects for consumption
incomes and expenditures of the population requires unavoidably a series of
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theoretical references regarding the role of consumption. At inferior levels of
complementary income, consumption can be fed by negative savings. Yet, as in
Romania positive consumption lacked consistency as well, it becomes clear that
negative consumption could not constitute a trustworthy and significant source
for supporting consumption expenditures during transition, in particular during
the high contraction periods of monetary incomes.
In a compensatory manner, the solution emerged almost by itself, from the
initiative of the private household to satisfy an important part of consumption
expenditures based on agricultural food products obtained in the own household
(self-consumption).
The consumption of agricultural food products from own resources replaced
largely the proper consumption expenditures during a large sub-period of
transition (which allowed for constituting a series of comparable data regarding
the incomes and expenditures of population households).

2. Self-consumption - a correction factor of consumption
expenditures
Highlighting the role of self-consumption in supporting consumption expenditures
was revealed both by analysing the consumption expenditure structure and by
the contribution of consumption from own resources to constituting the assembly
of resources (total incomes) intended for the populations’ consumption.
The incomes structure as a source of feeding consumption considers the ratio
between total nominal income to the total monetary income, as well the one of
total monetary income to the available monetary income.1
This last comparison between the total monetary income and available monetary
income highlights the fact that during periods of production and income decline,
softer taxation and more generous social protection make available income
fluctuate less than gross income. This characteristic is verified in particular
during the period 1997-2000 which is earmarked by consistent decline in
monetary incomes.

1

The differece between total nominal income and total monetary income is given by the
share of self-consumption. The available monetary income is obtained from the total
monetary income by deducting the following expenditure categories: the amount of taxes
and duties and expenditures for the household production.
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Table 2. Incomes indices in constant prices
(monthly averages per capita in the average household)

Years
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Total
nominal
incomes

Selfconsumption

100.0
107.19
86.89
83.44
76.77
75.45
81.34
84.00
90.38
104.73
107.70
115.95
134.98
158.49
163.58
153.84

100.0
116.92
99.78
89.74
81.35
84.61
56.32
53.82
54.44
53.56
52.03
50.14
51.78
54.57
55.74
54.48

Total

Monetary incomes
of which

100.0
102,56
81.15
81.12
74.98
71.22
84.00
88.81
93.95
110.13
118.94
129.81
151.95
182.67
189.85
179.02

Wages

Social
protection

100.0
102.07
75.22
75.38
67.44
62.57
83.27
88.85
92.33
106.54
116.20
130.55
158.11
188.35
190.06
173.17

100.0
105.34
97.12
98.25
99.37
95.76
99.97
103.55
109.41
127.03
138.52
145.10
167.89
215.44
248.68
248.69

Available
monetary
income
100.0
102.65
81.87
83.46
77.11
77,51
81.41
85.66
93.55
109.34
120.29
130.40
150.69
180.60
188.09
178.29

Source : Aspects regarding the population’s living standard in the year 1996, 1998, 2000; Coordinates
of the living standard in Romania. Population’s incomes and consumption in the year 2002,
2004, 2006, 2008, 2010, NIS.

The second comparison, between total nominal income and total monetary
income is intended to underpin the role of self-consumption in sustaining
population consumption. Similarly during the same period 1997-2000,
characterised by high compression of monetary income, self-consumption
contracts (in real terms) to a much lesser extent, attenuating the high fluctuation
in total income. Yet, after 2001, together with the beginning of the economic
turnaround and of income increase, self-consumption faces a fall to a higher
share extent than the initial level of 1995, a trend maintained up to 2006, and
thereafter it records a certain increase.
Consumption evolution in the analysed period as regards the self-consumption
contribution to income formation or as part of total consumption expenditures
does not represent but replicate the essence of the theoretical framework of
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consumption based on the permanent income theory: any individual and any
household display in time a somewhat inertial consumption behaviour,
irrespective of the income adjustment trend, realising in a short time positive
saving until the permanence of income increase turns into certainty, or resorting
to negative saving until the irreversibility of its decrease becomes apparent.
Due to the low level of the assembly of monetary incomes of the population for
the entire transition period, sustaining and flattening of the current consumption
trend in Romania’s average household were not realised under this standard
form provided by the consumption theory, by means of savings, but by an
original formula: the contribution of households to the monetary resources
intended for consumption, with agricultural food products from own resources,
which was intensified in particular during the period of monetary income
decrease, thus absorbing the shock of real incomes.
We consider that this original contribution to satisfying consumption might be
valorised also in the future by encouraging a decent, constant share of selfconsumption within the total consumption expenditures that would allow, even
under the conditions of modest monetary incomes on a predictable time horizon,
for diversifying and qualitatively increasing consumption which otherwise under
the given circumstances would be impossible.
This position should not be interpreted as encouraging a permanent ascending
trend of this consumption fraction, satisfied outside market transactions that
would move the consumption behaviour of the current household undesirably
close to the one practiced during the first labour division.
The general consumption characterisation can be based only on the average
household, but it would hide significant features for the complex evaluation of the
promoted consumption model.
Thus, the high and constant rate for several consecutive years of selfconsumption contribution to total income formation, which varied only between
31% and 29% in the period 1996-2000 at the level of the average household, is
less differentiated by deciles even at the level of the decile extremes: the inferior
deciles record a constant self-consumption rate of 40% - 41% for the entire
period, and for the superior deciles a weight that registers a decrease from about
27% to 22%-21% (Table 3).
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Table 3. Contribution of self-consumption to income formation
(weight of self-consumption in total incomes)
D1
D2
D3
D4
D5
D6
D7
D8
D9
D10
Total
households

1997
40.8
36.3
34.3
33.1
31.8
31.7
31.2
31.5
31.3
27.4

1998
41.5
36.1
33.9
32.4
30.7
30.4
28.8
28.8
27.6
21.2

2003
68.5
51.6
44.7
36.6
28.1
22.1
17.7
13.8
10.9
6.2

2004
60.0
46.7
40.1
35.1
26.4
21.5
17.3
13.2
11.7
6.8

2005
54.3
41.6
33.2
26.4
21.1
17.8
13.5
10.4
8.4
5.3

2007
51.7
40.1
32.5
25.1
20.9
15.9
11.6
9.0
6.6
4.3

2008
46.8
33.8
27.2
21.7
17.0
13.8
10.4
7.7
6.2
3.5

2009
45.3
31.8
26.0
20.7
16.4
13.0
10.0
8.0
5.7
3.9

2010
45.1
31.0
27.3
20.8
17.1
13.8
10.6
8.4
6.0
3.6

31.7

29.1

23.3

21.8

17.3

15.8

13.8

1.7

14.2

Note: D1,D2,......D10 Represent the income deciles of population’s households.
Source: Coordinates of the living standard in Romania in the years 2003, 2004, 2005, 2007, 2008,
2009, 2010. ”Aspects regarding the population’s living standard in the years 1997, 1998”.

Thus, for several consecutive years, precisely in the decline period of monetary
incomes around a high weight of self-consumption (31%-29%) registered at the
level of the average household and justified by the insufficient monetary
incomes, the deviation was only 10% in both directions.
The years 2004 and 2005 represent a completely different situation. The weight
of self-consumption at the level of the average household decreases to 21.8%
(2004) and even 17.3% (2005); yet, the range of self-consumption weights
corresponding to the deciles undergoes an extreme amplitude from 60% ( D1 ) to
6.8% ( D10 ) in 2004 and from 54.3% (D1 ) to 5.3% ( D10 ) in 2005. Hence, if in the
years 1997 and 1998 which are marked by the high contraction of monetary
incomes, the inferior decile had a self-consumption share only two times higher
than the superior decile, and 2004 and 2005 the same ratio was already 1 to 10
(Table 3).
The differentiation is maintained also for the next years, so that in 2008, 2009,
2010 if the weight of self-consumption of the average household continues the
decreasing trend up to 14% (13.8%, 13.7% and 14.2% respectively), the one
corresponding to the two-decile extremes indicate a higher share than 1 to 10
previously recorded.
In the following, we shall analyse the correction effect of self-consumption from
the viewpoint of supporting total consumption expenditures.
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This particular effect of self-consumption on total consumption expenditures is
reflected in its high share in the period 1996-2000 and varies insignificantly
between 35% and up to 37%; in 2001, the share decreases to less than a
quarter of total consumption expenditure, only to increase in the following years
somewhat above and thereafter by some percentages below 20% (Table 4).
Table 4. Weight of self-consumption in total
consumption expenditure by deciles

D1
D2
D3
D4
D5
D6
D7
D8
D9
D10
Total
households

1997

1998

2004

2005

2007

2008

2009

2010

38.1
38.4
37.7
36.9
36.9
36.9
37.8
38.9
39.4
39.3
38.2

37.9
37.8
38.1
36.5
35.6
36.0
34.8
35.8
35.5
31.8
35.5

41.3
34.5
28.6
25.0
20.9
17.5
14.7
12.3
10.3
7.3
18.1

39.5
33.1
26.2
22.5
18.5
16.4
13.7
10.8
9.5
7.1
16.6

36.2
28.8
24.7
19.9
16.8
13.9
11.7
9.4
7.8
5.3
14.4

31.6
25.3
20.8
18.2
15.1
12.4
10.5
8.7
7.4
5.2
13.2

32.4
23.8
20.2
16.6
14.6
12.3
10.5
9.1
7.4
5.4
10.1

31.3
23.0
21.1
16.9
14.9
12.2
10.4
9.3
7.8
5.6
13.5

Source: Aspects regarding population’s living standard in the years 1997, 1998; Coordinates of the
living standard in Romania in the years 2004, 2005, 2007, 2008, 2009, 2010, NIS.

The selection of some years such as 1997 and 1998, marked by a significant
decline in monetary incomes and expenditures, but also of some intermediary
years and, as well as, recently, such as 2004, 2005, 2007 and also 2008, 2009,
and 2010 after a certain recovery, both in the macroeconomic development but
also in the private welfare, followed by the fingerprint of the economic crisis,
reveals a total change in the profile of self-consumption share distribution by
deciles.
In 1997 and 1998, a very high share of self-consumption in total consumption
expenditures is almost uniform by deciles with minimum variations.
In turn, after 7 to 8 years of development, in 2004, 2005 and subsequently in
2007, 2008, 2009 and 2010, the share of self-consumption is strongly
differentiated by deciles with cascading decreases by some percentages from
the inferior deciles with maximum weight up to the superior deciles with minimum
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share. Thus, the specific earmark of a new consumption model within society is
different from the uniform one of the former years.
The influence of agricultural food products consumption from own resources was
felt both under the qualitative aspect sufficiently illustrated up to now, and also
under qualitative aspect; it supported the largest category of consumption
expenditures constantly: food consumption.
Its influence was particularly beneficial, as against the drastic decrease in
monetary incomes; food consumption would have been constrained to register a
high fall, under the conditions in which this consumption, by and large, does not
fluctuate a lot quantitatively.
The estimation of the possible food consumption decrease and the gap between
the effective trend and the normality one must be done taking into account the
following:
Firstly, it should be discussed as argument for the deviation from the normality
condition the “invoked inheritance” for all coordinates of social development,
including in the field of consumption, that is the drastic restriction placed on it
during the years before 1989.
Secondly, the increasing effective trend related to the normality one, rigorously
weighted scientifically in the food consumption must be done based on the
consumption structure depending on nutritional principles and the number of
calories.
An important coordinate between scientific food norms for the population is the
share of animal origin proteins that should be per at least 50%.
In 2010, around the average on household, which represents a modest share
(48.9%), the pensioners are placed (48.6%), while a higher share is registered in
employed households (50.9%). These two social-professional categories held in
1997-1998 a share of only 40%-45% of animal protein, slightly above the
average on household which was very low as level, of only 39%.
Current smaller shares are recorded in farmer and unemployed households
(44.7% and 45.9% respectively) which held in the years considered as reference
for a low consumption level (1997-1998) an entirely deficient share of animal
origin proteins (36%-37%).
The gap from a qualitative aspect – the animal protein share – is not also felt
from a quantitative aspect – the total protein quantity which in 1997-1998 was
mostly satisfied by the vegetal protein.
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The analysis by the main destination of expenditures (“food products and nonalcoholic beverages, housing, water, electricity, gas and other fuels, transports,
communications, etc.) is of a nature generating even more concerns. Practically,
three quarters of the expenditures and if we add also the expenditures with
clothing which also largely can be considered as compulsory for any family, then
80% of the expenditures are compulsory and thus, practically, cut the family
budget and only the difference of 20% is influenced by consumer options. This
extremely low share of expenditures which are deliberately accepted inhibit the
display of own personality, including consumption options.
The still unsatisfying stage of consumption in the last years (as level and
structure as well) does nothing but reconfirm the role played by selfconsumption: as a correction of consumption expenditures, during the period of
monetary incomes compression.

3. Consumption structure – reliable mirror of the
consumption compulsory expenditure/optional
expenditure ratio
The analysis of the compulsory expenditure – optional expenditure ratio reveals
a series of defining characteristics of the current consumption model in Romania.
On the other hand, the income structure, both at the level of the average
household, but also at the level of the decile extremes and of those placed at the
mid-interval of income distribution in development for some significant years is
not lacking relevance at all.
This association between the evolution of the population incomes structure and
expenditure destination in the significant years for their development is
subordinated to revealing a complete compatibility between the income structure
(mainly monetary – self-consumption) and the characterisation of the present
consumption model (within which an important part of needs, in particular food
consumption ones, are satisfied outside market transactions).
Establishing a relation between the total nominal income, monetary income and
wage income we attempted to pursue the influence of self-consumption and of
the main complementary income on the wage income up to the total monetary
income, the social protection income, and to diminishing the disparity between
incomes in the distribution profile (Table 2).
In 1997, despite the exaggerated high share of self-consumption, because of its
uniformity, it cannot diminish the differential between the distribution extremes at
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the level of the total nominal income, but supports strongly the consumption
monetary expenditure.
Yet, only after a few years, in 2001 the differentiation begins also through deciles
exercises its buffer role in attenuating the differential within the distribution, at the
level of total nominal income (the ratio of the income of the fifth deciles to of the
inferior deciles was, at the level of the total nominal income, only 1.47 times
while for the monetary income the same ratio was 3.61 times).
After another few years of somewhat favourable development of monetary
income and decrease in the share of self-consumption in income formation, its
contribution to diminishing the disparities of incomes between deciles decreases
to a certain extent, but continues to be important (by virtue of differentiated share
of self-consumption in total incomes): hence, the ratio of the income of the fifth
deciles to the inferior deciles was at the level of the total nominal income by 1.7
times (in 2005 and 2007), while for the monetary income the same ratio was 2.9
times in 2009 and 2.8 times in 2007, respectively.
Disaggregation by more homogenous consumption expenditure categories
reveals the following:
- food consumption and that of non-alcoholic beverages beneficial to the human
body is distinctly analysed for the expenditures on tobacco and alcoholic
beverages which, to the extent they presuppose an increased volume within
the assembly of expenditures, are addressed, practically, to a vice;
- family expenditures on housing and its endowment were separated from the
ones meant to cover the cost of utilities to the extent the latter have a higher
volume increasing as a share in the family budget;
The share of food consumption in the assembly of consumption expenditures
represents an important mark of its development stage that cannot be
dissociated from the economic development as a whole, a hypothesis verified
even only at the level of the last years of the current stage.
In 1997, when the economy was in full restructuring and did not gain as yet the
functional attribute intended to generate the specific differentiation between
incomes and consumption, the share of food consumption in the assembly of
consumption expenditures was excessively high (58.8%), characterising a
restrictive budget and an underdeveloped consumption and presenting an
astonishing homogeneity by social-professional categories, out of which only the
employers with a somewhat lower share of food consumption and unemployed
with a respectively somewhat higher share are detached.
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After a few years of restructuring and contraction of the economy, followed by a
few years of turnaround and growth begins, the change already taking place
from this aspect in 2002 is considerable: the share of food consumption of the
average household lost about 9% (from 58.8% to 49.9%), and the differentiation
from around the average for the various social-professional categories,
absolutely visible, is in total contrast to the situation existing only five years
before (against the previously astonishing homogeneity, now all professional
categories oscillate sufficiently around the average, and the ones that were just
detached previously, employers and unemployed, now present a more marked
amplitude of the variation – against the average of 49.9%, the employers have a
share of only 35%, and unemployed of 56.2%; an exaggerated high share of
food consumption is found for the farmer category and is explainable by the high
share of self-consumption of agricultural food products and the low monetary
incomes that might feed complementary expenditures almost equal to the
consumption assembly of expenditures).
In 2005, the profile of distribution around the average is maintained almost
unchanged with the difference that for all social-professional categories,
including the average household, the share of food consumption loses some
percentages, to a beneficial trend of consumption structure, a situation
characterising also the years 2007, 2008, 2009, and 2010.
In practice, constantly, food consumption loses in cascade some percentage
from one year to the other bringing closer the consumption structure to a more
balanced one – in the time interval 2002-2010 it loses 9% (Annex 1).
The comparison at a wider European level reveals important differences in the
consumption expenditure structure.
First of all, at the European Union level, the consumption expenditure structure is
much more balanced: no category of expenditures has such an overwhelming
share in consumption expenditures like the “food and non-alcoholic beverages
expenditures” category within the Romanian households’ budget.
Next, in the top expenditures (according to their share) the order of various
expenditure categories at European level is different from the one indicated by
the households’ budget in Romania (Annex 2).
Thus, if in Romania food expenditures already have by far the largest share and
weigh heavily on households’ expenditures, at EU-27 level, the first place in the
top of expenditures (after their share) are placed the expenditures on housing
and covering utilities costs which hold 28.1% from total consumption
expenditures. Expenditures on food and non-alcoholic beverages at the level of
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the European average take the second position in total consumption
expenditures but in a share (14.6%) twice as low than the expenditures on
housing and, together with transport expenditures, are placed in the third position
(12.5%), they hold a bit more than a quarter in total consumption expenditures of
the households.
In developed countries, such as Germany, and the United Kingdom the
expenditure category which is placed by far in the first place are the ones
generated by housing and covering the utilities costs (29.6%), followed by
transport costs (about 13%). Also, in these countries, the expenditures on leisure
and culture hold about the same share (11%-12%) which corresponds to the one
on food consumption (10%-11%).
Among the countries in the region, Poland has consumption structure
characteristics close to the ones of developed countries; a very high share of
expenditures on housing (31.3%), a lower share of food consumption (25.3%)
and, also, a higher share of expenditures on leisure and culture (6.2%).
By contrast, Romania registers an undesirable high share of food consumption
(44.2%), which is even higher than the share recorded in Bulgaria for this
category of expenditures (31.5%). In the top of consumption expenditures (by
share) in Romania the expenditures on housing (15.6%), transport expenditures
(6.5%), follow while the leisure and culture expenditures are adjusted in a much
lower share (4.2%) from the consumption expenditures, in total contrast with the
existing situation in the above mentioned developed countries.
The analysis of the data suggested us to pursue the relation between two larger
segments of expenditures that we called “compulsory expenditure” and “optional
expenditure”, segments which drew our attention by the proportion they occur;
we suggest this ratio as an important concern in the future as regards the policy
for promoting better consumption models.
The overwhelming compulsory expenditure does not provide opportunities to the
consumer for consumption option and satisfaction, and the income supporting it
represents just a transitory income within the family budget.
Excluding from all expenditure positions such as clothing and footwear, furniture,
endowment and house maintenance, hotels, coffee shops and restaurants, and
various other expenditures, the rest of the expenditures, which are absolutely
compulsory, totalised no less than 75.9% in 2005, 72.9% in 2007, 72.5% in 2008
and 73% in 2009, at the level of the average household.
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If we add to this share also the expenditures on clothing and footwear, which
mostly can also be regarded as a compulsory expenditure (the extent and
scenario in which it might provide for consumer’s option and satisfaction
opportunity will be presented below) the share reaches 82.1% in 2005, 79.7% in
2007, 79.2% in 2008 and 79.0% in 2009.
Less surprising was a very weak oscillation around the share registered for the
average household at the level of the year 2005: 78.3% for farmers, 76.5% for
the unemployed and, lastly, 68.9% for employers if we deduct this expenditure
segment according to the first calculation procedure.
Thereafter, in 2007, the oscillation feature around the average for this share is
maintained, as it is more compressed, naturally, in the case of the employer
category (76.3% for farmers, 74.8% for unemployed, and 61.5% for employers).
Consumer dissatisfaction with the consumption is fed by the following aspects:
- first of all, the relatively small size of optional expenditures indicate the
peripheral position of destinations intended to provide for consumer
satisfaction by unrestricted display of personality, implying the full choice
freedom within the consumption hierarchy;
- the deficient feeding of optional expenditures is triggered, secondly, by the fact
that it is adjusted from a smaller share of a restrictive budget.
The issue of the average household in the underwent stage, which is still
unfolding, is that of the long-lasting restrictive budget. The relaxation of the
family budget was felt still modestly together with the macroeconomic
performance (outcomes on increase, attenuated inflation, macroeconomic
stability) but only in the last years of this transitory economic stage.
In the attempt to identify the ratio of compulsory expenditure to optional
expenditure we have excluded all expenditure positions that could be reciprocally
excluding, including the “second hand” segment or the “outlet price” segment of
consumption that cannot be regarded as optional expenditure. This means that,
practically, we should add something else to the compulsory expenditure.
It is necessary to go deeper in methodologically understanding the belonging to
one of the two expenditure segments, compulsory/optional of some expenditure
positions, such as “clothing and footwear” and even “food consumption”, either
qualitatively or quantitatively satisfied.
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Selling and buying of clothing and footwear articles at outlet price, as the
purchase of “second hand” clothing, based on methodological considerations,
should be included by the same criteria that statistically govern the formation of
the minimum consumption basket within the compulsory expenditures.
Yet, the purchase of these products at the normal market price could be
regarded without any restraints as optional expenditure, the only one able to
bring satisfaction in consumption, and which is not only a real issue of daily
living, but also a significant theoretical issue.
To distinguish between compulsory/optional expenditures, which is correct from
the analyst’s viewpoint, when making considerations regarding the largest
category of expenditures within our family budget, food consumption imposes a
nuance similar to the one described above.
By similitude, the two different ways of displaying consumption in the case of the
“clothing and footwear” category (at “outlet price”/market price = satisfying the
necessity/unrestricted option) in the case of food consumption, its satisfaction,
from a predominantly qualitative aspect, is already an actual source of fulfilled
satisfaction by freedom of choice.

Conclusions
The structure of consumption expenditures in Romania is imbalanced: as
compared to the EU-27 average, Romania has a high consumption in relative
size for the following categories of expenditures: “food products and nonalcoholic beverages” and, “alcoholic beverages, tobacco” respectively. This
shows that the household budget in Romania is a restrictive one, with modest
incomes, allotted largely to satisfying stringent needs of food consumption.
Still, together with the economic turnaround, and after several years of
favourable evolution, both at macroeconomic level and at the private welfare
level, food consumption loses in cascade some percentages and brings closer
the structure of consumption to a more balanced one, mutation registered both
by the average household, but also by various social-professional categories.
The data analysis suggested us to check the ratio between the two larger
segments of expenditures that we called “compulsory expenditure” and “optional
expenditure” that drew our attention by the proportion in which they are found,
completely unfavourable to the “optional expenditure” segment, offering the
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consumers a poor opportunity of choice within the consumption. Therefore, we
consider that a long-term concern issue for the consumption policy should be
how frequently this satisfaction by choice freedom is diplayed among individuals,
because the latter is not absent even in the current consumption model, but
limited to restricted population segments.
We regard the prevalently qualitatively satisfied consumption that ensures
satisfaction by optional freedom as the main vector of access to the consumption
model characteristic to a developed society with a high living standard.
The most important conclusion drawn from data analysis refers to the role of
self-consumption in satisfying consumption needs.
The role of self-consumption in the current consumption model was considered
from two viewpoints: both on the income side, and on the expenditure side. We
found, naturally, that during the marked decline in monetary incomes and
expenditures to a high contribution of self-consumption to total income formation
(“high share of self-consumption in total incomes”) corresponds a higher fraction
of consumption satisfied outside market transactions (high share of selfconsumption in total consumption expenditures).
Precisely in the monetary income and expenditures decline period, the
exaggerated high share of self-consumption was uniform by deciles. After a few
years of beneficial development both at macroeconomic level and at the private
welfare level, self-consumption began to differentiate strongly by deciles,
imposing a new consumption model within society, that is detached from the
uniform one of the preceding years.
Under the conditions of modest monetary incomes for a predictable timehorizon,
we consider that a decent and constant contribution of self-consumption to
satisfying consumption needs would be beneficial, because it would allow for
diversifying and qualitative increase of consumption needs that otherwise, in this
context, would be impossible.
We consider that such a reasonable future share of self-consumption could be
the one recorded in the last years under analysis, 2007, 2008, 2009 and 2010 for
the average household, about 13%-15%, because it represents the natural
outcome of voluntary activities of the household which is free consumption
constraints of the period 1996-2000, when the share of self-consumption varied
just a bit at high levels between 31% and 29%.
The development of consumption for the analysed period as regards selfconsumption contribution to income formation or as part of total consumption
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expenditures does nothing but replicate the essence of the theoretical framework
of consumption based on the theory of permanent incomes: any individual and
any household displays in time a somewhat inertial consumption behaviour,
irrespective of the income adjustment trend, realising on short term positive
savings up to the moment when gaining confidence in permanent increase in
incomes or resorting to negative savings up to the moment when their decrease
irreversibility turns into certainty.
Due to the low level of the assembly of monetary incomes of the population for
the entire transition period, supporting and levelling the current consumption
trend in the average household in Romania was not achieved under this
standard form provided by the consumption theory by means of savings, but in a
innovative formula: the households’ contribution to the monetary resources
intended for consumption, with agricultural food products obtained in the own
household, known as self-consumption or agricultural food products consumption
from own resources, which intensified in particular during the period of monetary
incomes decrease, attenuating the shock of real incomes.
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Annex 1. Level and structure on destinations for total consumption
expenditures in Romania (total households)

Source: Coordinates of the living standard in Romania, Population Incomes and Consumption in the
years 2002, 2003, 2004, 2005, 2006, 2007, 2008, 2010, NIS.
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Annex 2. Average consumption expenditures of households, 2005
(standard purchasing power)
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