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Abstract

The aim of this paper is to explore the basic fiesgof consumption of 50+
population in Croatia by using the data from Sure¢Health, Ageing, and Re-
tirement in Europe — SHARE (SHARE, 2017). Therebyse an extended model
of consumption that includes basic consumptionrdetents that are stipulated
by the economic theory and empirical research, ngnmcome and wealth
which are retrieved from SHARE database and augibewith other economic
and socio-demographic features of ,50+“ populatitimat may exhibit an influ-
ence on consumption decisions. In order to modabkéleold consumption, we
use ordinary least squares (OLS) method when estighéhe baseline regres-
sion equation. Additionally, control variables labostatus, gender and marital
status are used in order to explore whether theskbald consumption is more
responsive to changes in household income and wéaltspecific groups of
respondents. The results of the analysis indiché tetired individuals have
higher marginal propensity to consume comparechto émployed individuals,
which is in line with the life-cycle theory.
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Introduction

Regarding the population ageing in Europe, theyaale level of resources
for sustaining the standard of life at retiremengiprominent issue Browning
and Madsen (2005). In that sense, consumptionés afsed to approximate the
tangible well-being of individuals, what is relatiedife-cycle model of Modigliani
(1985). Life-cycle model outlines that individuaBocate resources rationally
in order to maximize utility throughout the lifealg. Individuals’ income is
changing through life-cycle and savings serve lticate income from periods of
higher income to periods with lower income. Therefan mentioned model,
consumption is stable throughout life-cycle regesdl of changes in income
and because of that consumption is considered a ptausible measure of well-
-being of 50+ population than income (Browning aviddsen, 2005). Hence,
for individuals whose main source of income is lahdhis means that around
retirement their income decreases and consumpgimiains more or less at the
same level. This is why we consider consumptiobeasg an adequate measure
of the material well-being of older individuals. kover, Banks, Blundell and
Tanner (1998) point out that consumption decreaftes retirement what cannot
be fully explained using life-cycle model, whichatso known as ,retirement-
-savings puzzle® or retirement-consumption puzzle*

The Survey of Health, Ageing and Retirement indper (SHARE) studies
ageing and its impact on people with various caltand economic background
(Bdrsch-Supan, 2018). SHARE provides importantgints into population age-
ing across Europe and it is conducted in threeip@hases: before retirement,
after retirement, and for oldest living responde®tspulation ageing in Europe
has accentuated the need to recognize the prol@émdvanced years and in-
crease their life quality by fostering support &geing population (Hlebec and
Filipovi¢ Hrast, 2018). The research of Boérsch-Supan €2a08) outlines that
savings and consumption pattern change with reéirtrand SHARE endeav-
ours to report these changes along with other itapbaspects of ageing. When
analysing income and consumption, Bérsch-Supah €@08) also indicate that
income of 50+ population in European countriesed#flargely between coun-
tries and it is not proven consistently that constiom drops after retirement.
Authors pointed to significant difference only food consumption across newly
retired and employed in Southern Europe.

In line with Borella, Coda Moscarola and Rossil2)) the importance of
assessing the possible decrease of consumptitre &0+ population is not only
in the empirical evaluation of life-cycle model. #m ageing country such as
Croatia, it is crucial for economic policy maketsrecognize and analyse the
determinants of consumption of the ageing popuiatio
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Regarding different estimation methods for surdeya and considering that
there are very pronounced differences in incomeveeath, particularly among
,D0+" individuals facing retirement or already ret, in this paper we are mainly
interested in income, consumption and wealth 8istion in Croatia. The main
motivation behind this paper is to offer new insigimto household consumption
of 50+ population in Croatia, by using various tyjpé income and wealth that are
available from SHARE database and augment it witleroeconomic and socio-
-demographic features that may exhibit influenceahmir consumption decisions.
This paper contributes to the literature by explgtihe impact of socio-economic
factors on the consumption of 50+ population athtbesehold level in Croatia as
a post-transitional country using survey data, wherthe average age of respon-
dents is 67 years. To the authors’ knowledge,ighilse first paper that addresses
the mentioned problem. In this field, previous sesh of SonjeCasni and
Vizek (2012), SonjeCasni and Vizek (2014) asni (2014)Casni and Vizek
(2014) used macroeconomic data and analysed aggregasumption in Post-
-Transition Economies regardless of age, while RiumiCeh Casni and Pati
(2013) and Jwi¢ andCehCasni (2016) are focused on consumption in Croatia.

The paper is structured as follows. The backgroofhthe study describing
50+ population and retirement system in Croatigiien in the next section. It is
followed by relevant literature review on consuroptideterminants. Then data
description and methodology are presented. Theatguart of the paper provides
empirical analysis and discussion. Finally, thé $astion provides a conclusion.

1. Background: 50+ Population and Retirement System in Croatia

Population ageing is a long-term trend that hagibén Europe a few deca-
des ago. This trend is visible in changes in theutadion age structure and it
is reflected in the growing proportion of older pEowhile reducing the share
of workers in the total population. The share afspas aged 65 or older in the
total population has increased in all EU MembentestaEFTA countries and
candidate countries. According to Eurostat datéhénperiod from 2006 to 2016,
an increase of 2.4 percentage points has beendeztdor all 28 EU countries.
On the other hand, the share of the population &edl5 has decreased by
0.4 percentage points.

There are two fundamental determinants of the ladipn ageing. The first
one is ,greying”, which implies the extension ofnman life (Puljiz, 2016). This
pattern has been visible for several decades dae tacrease in life expectancy.
Life expectancy has increased rapidly over thedastury due to a reduction of
infant mortality, increased living standards, imgd lifestyle, better education
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as well as health and medicine advancement. Ondhtary, there is a second
determinant defined as ,ageing from below" or ,dejnilization”, based on the
reduced fertility rate and a small number of cldldand young people who will
soon become an active contingent of the populdBaoijiz, 2016).

According to the 1961 and 2011 population censurs€soatia, the compari-
son of the number and share of the old populatiatihé total population points
to a significant increase in the absolute and ixeaterms. The number of old
people in the total population increased by 146.Mfile the coefficient of age
increased from 7.4% in 1961 to 17.7% in 2011 (&erd¢ and Pokos, 2015).
The research dafipin and Smok (2013) outlines that the ratio of older than 65
years to younger than 15 years in Croatia has bese than 100 for more than
one decade. Moreover, according to Eurostat (2Qth8)recorded percentage of
people at risk of poverty or social exclusion inL@Qds 29.9% for individuals
aged 50 to 64 years, whereas it equals 29.5% for anel 30.4% for women.
When compared to the average of EU-27, namely BampJnion countries
without Croatia, total percentage of people aged-8 is 24.2%, for women
it equals 25.4% and for men 22.9%, what is notilyesédwer in comparison
to Croatia. In addition, the mentioned percentageirfdividuals aged 65 years
or more equals 18.1% for EU-27, and it equals 14f8famen and 20.5% for
women. In Croatia, the percentage of people atafgsoverty for 65+ popula-
tion equals 32.8%, and the difference regardinglgers even more pronounced
for this group. Namely, it amounts to 28% for mew 86% for women in 2016.

Furthermore, according to data from Croatian Bureh Statistics (2018),
the percentage share of the population older tifapears to total population is
increasing since 1911 and in 2017 it amounted t63%4. Thus, Croatia is con-
sidered an old country with the mentioned percentagong highest in already
ageing Europe. Moreover, various future projectipoit to the even higher
share of the older population, what is related dteptially unfavourable living
conditions for 50+ population in Croatia (Mutget al., 2009). Furthermore,
a decrease in the number of young people and ja s$eeof the ageing population
are depopulation trends that have determined tpelaton fluctuations in Croatia
(Wertheimer-Baleti, 2004).

Also, in many developed regions over the worldirreasing old-age de-
pendency ratio, which is defined as ratio betwéeniumber of persons aged 65
and over and the number of persons aged betweand 64 (expressed per 100
persons of working age 15 — 64), can be noticedoAting to Eurostat, old age
dependency ratio in 2016 amounted 39.3% for EU+28 20.0% for Croatia.
The old age dependency ratio in Croatia is profettereach 52.3% in 2050,
which points to one senior per two employed per¢Bngiz, 2016).
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According to the OECD data, the ratio betweenvaatiorkers and pension-
ersis 1.2 to 1. In spite of the fact that this banobserved in most comparable
European countries, it does not provide any contfottpoints to the seriousness
of the problems at the level of Europe as a wHoles to a continuous deteriora-
tion of the ratio between active workers and peresis, it is hard for the Croatian
retirement system to fulfil its fundamental role providing social security in
case of ageing, disability and death of the farh#ad. Replacement rates (pen-
sion to wage ratios) in the observed countriesclviaire useful in the context of
social policy, leave no room for optimism. Namelye net salaries of Croatian
citizens are halved in retirement, placing Croatithe midst of the European
countries (Nesti and Tom¢, 2012). Accordingly, the proportion of the average
pension in the average wages dropped from 75.32890 to 38.8% in 2017.

These figures underline the fact that the avenaggensity to consume
is higher for retirees than for employees for 5@pydation. Since retirement
income makes less than a half of the average watjesd persons within the
.20+ age group spend the full amount of their pens or greater its part to
meet basic human needs (for example, food andhhsaivices). A similar situa-
tion is characteristic for selected European Uriimw Member States (NMS)
what is presented in Figure 1.

Figure 1

Individual Income for Selected European Union New Mmber States (NMS) in 2014
(in euro)

Croatia Czech Republic
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1500 3000
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Poland Slovenia
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Source Global Aging Data (2018).
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Retirement income in Croatia is in most cases {@wand the current pen-
sion system is unsustainable in the long-run. Adiogty, it is very likely that
future pensions from the first and second pillairnowadays employees will
also be very low. Apart from the mentioned demobi@aghanges and the prob-
lems of the Croatian pension system, pensiondes’clbsts are also increasing
due to higher life expectancy (BatpPalc and Bahovec, 2016).

Furthermore, pension systems are becoming mor@leamwith public pen-
sion systems no longer able to guarantee geneenggns, private savings and
personal responsibility of individuals become imsiagly important for the
appropriately funded living standards in the 65pydation (Zaidi, 2010).

Accordingly, Vehovec (2012) suggests the framewafrlapplying financial
and retirement literacy models in Croatia. The espan of retirement literacy or
retirement education is necessary for future regirne order to gain knowledge
on the benefits and disadvantages of obligatoriyeraent insurance in time.
Each pension system, including the pension syste@raoatia, is long-term, and
is generally complex and subject to policy-drivemages. Retirees need to
know how it works, to adjust their life plans irtimely manner and better man-
age their personal or family finances in the long-rRetirements from a com-
pulsory pension insurance system have limitatioith wwhom users have to
become familiar. The life standard for ageing papah depends on total in-
come, not necessarily on pensions. It is thereffortant to know that there
are opportunities for additional income in old agel that these opportunities
should be available and well-known (Vehovec, 2012).

2. Literature Review

Although the path of lifetime consumption has b#enimportant subject of
economic research for decades, the consensus iregangé consumption func-
tion of ageing population has not yet been reac®edthe one hand, Lihrmann
(2010), analyses consumption before and afterera@int in Germany and points
to the recognizable decrease in consumption adfteement what is in line with
empirical ,retirement-consumption puzzle* explained Banks, Blundell and
Tanner (1998) who have empirically shown that caomsion decreases sharply
after retirement. Moreover, along with Banks, Blelhéand Tanner (1998) and
Lihrmann (2010), life-cycle model has been con&dnto empirics by Bern-
heim, Skinner and Weinberg (2001), Miniaci, Monfarcand Weber (2003),
Smith (2004), Hurd and Rohwedder (2005), Aguiar Hodst (2005) and Laitner
and Silverman (2005). According to Hurd and Rohvezd@005) the life-cycle
model is not empirically plausible in the Unitectes and Great Britain, because
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consumption drops after retirement. The mentioresgtarch showed that indi-
viduals are not forward looking as life-cycle theqredicts and are not well
prepared to decrease in available resources. Beaneh of Miniaci, Monfardini

and Weber (2003) also indicates that consumpticengbs with retirement.
Namely, consumption related to work (such as exgefer transport, meals and
business clothing) decreases, while individualsagegn so-called ,home pro-
duction“ of services, for instance, cooking, houoksaning etc. However, they
suggest that non-durable consumption does not aeeranexpectedly due to
lump sum payment received by new retirees in léglywell as intergenerational
connections.

On the other hand, Aguila, Attanasio and Meghil@Quse data from 1998 to
2000 in United States and point to the concluskat tetirement-consumption
puzzle is not evidenced, since consumption apprabtéch by nondurable con-
sumption, as opposed to food consumption whichftsnoused as a proxy for
consumption, does not change with retirement. Asfdod consumption, their
results show it decreases with retirement, what Ise with previous empirical
research of Bernheim, Skinner and Weinberg (208dyiar and Hurst (2005),
Hurd and Rohwedder (2005). Regarding the retireroensumption puzzle and
the empirical validity of the life-cycle model, Buning and Crossley (2001)
point to disparate wealth levels among individuatsl remark that wealth of
households at the moment of reaching retiremeattté insufficient to preserve
their pre-retirement living standards.

Taking into consideration the previous researciciwlises SHARE data in
analysing the consumption of 50+ population, imgortant to mention research
of Bird (2013) which used data from first two wawdsSHARE to assess the
empirical plausibility of the life-cycle model witinortality risk indicating that
increase in life expectancy affects consumptioraiighur at the older age. The
author concludes that consumption of 50+ populativenges after a subjective
mortality shock, whereat death of the sibling iedias the instrumental variable.

Regarding previous research of consumption behawoCroatia, Juii¢ and
Ceh Casni (2016) analyse the structure of personal coptian in Croatia and
compare it with the fluctuations in personal conptiom of EU-27. Moreover,
Dumici¢, Ceh Casni and Pati (2013) assess the determinants of household con-
sumption using macroeconomic data using estimaite eorrection model and
outline that net real wages, real estate pricesceadits to consumers are signifi-
cant in explaining personal consumption. In DtithandCibari¢ (2010), authors
analyse the determinants of household savings @at@r using cointegration
approach and error correction modelling and indi¢hat income, interest rate,
money supply, external debt and credits to conssiaer statistically significant
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in explaining saving behaviour in Croatia. Howevbe research of consumption
determinants of the older population using survaa ds not available in Croatia.
Moreover, besides using SHARE data to assess cqtsumdeterminants,
this research fills the gap in the existing litaerat by exploring the impact of
socio-economic factors on the consumption of irdiigls older than 50 years in
Croatia.

3. Data Description and Methodology

Dataset used in this research consists of secpnldda from the Survey of
Health, Ageing, and Retirement in Europe — SHARHARE, 2017). Since we
want to estimate household consumption of 50+ djmn in Croatia, we use
the data from wave 6, for the year 2015 when Cacattered SHARE. Namely,
prior to 2015 Croatia did not participate in SHARditionally, it is important
to emphasize that the SHARE target population stssif all persons aged 50
years and over at the time of sampling who havée tegular domicile in the
respective SHARE country (SHARE, 2017). Accordinglg analyse the impact
of socio-economic factors on consumption of indist$ older than 50 years in
Croatia.

For the purpose of the empirical analysis, we ubedfollowing variables:
total household consumption, household total ingototal household wealth,
total non-housing wealth, household size, yearsdoication, and we controlled
for gender, marital status and labour status.

According to SHARE codebook (SHARE, 2017) totau$ehold consump-
tion represents the total typical monthly amourgrggoy the household in the
country’s local currency (Croatian kuna, in ouredag he household respondent
is asked the following question: , Thinking aboug tlast 12 months: about how
much did your household spend in a typical monthalbrgoods and services,
including groceries, eating out, telephone andyharg else?* Household total
income is the sum of all income, before any taxes @ntributions, at the cou-
ple-level economic unit (the respondent and spoifisany). Total household
wealth is the net value of total wealth at the letvadd-level (all respondents in
the household). The net value of total wealth ikutated as the sum of all
wealth components minus the value of all debts. tdted non-housing wealth is
given at the couple-level economic unit (the resjgm and spouse, if any). The
net value of all non-housing wealth is calculatedt®e sum of the appropriate
wealth components less debt. All wealth measuresdanominated in nominal
Euros. Household size counts the number of peapteglin the household, in-
cluding the respondents. Years of education isittneber of years of education.
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Since we want to assess whether the householdimpti®n of 50+ popula-
tion in Croatia is affected by gender, marital ssabr labour status, in the empi-
rical analysis we estimate separate regressionshéoraforementioned groups
of respondents.

The distribution of respondents is equally repnése by both genders (pro-
portion of men and women is 0.5). Based on thetalatatus, the leading group
are married respondents (proportion of married [gap the sample is 0.75),
followed by widowed (with the proportion of 0.1%gmaining 10% is dispersed
between partnered, separated, divorced and newerethaespondents. Educa-
tional background of respondents is skewed towtrolse with lower secondary
education (42.8%), followed by respondents with arppecondary education
(25.6%). The proportion of respondents with no etioo and those with the
first stage of tertiary education is virtually idieal (15.8% vs. 15.6%, respec-
tively). In terms of occupation, most respondemésratired (59.06%), followed
by employed or self-employed of 20.6%.

4. Empirical Analysis and Discussion

Generally, income, consumption and wealth areidensd as good indicators
of the material well- being. Thus, the startingrmpaif our analysisis exploring
the percentile shares of total household incomesdioold total consumption
and total household wealth.

Apparently, the top 20% of the surveyed resporgiget 51.82% of total
household income, while the bottom 20% get only7%4of total household
income. Furthermore, top 20% of the respondent6@di% of total household
consumption, while the bottom 20% get only 4.7%atél household consump-
tion. Finally, top 20% of the surveyed respondeyeis62.8% of total household
wealth, while the bottom 20% get only 0.8% of tdtalisehold wealth.

If we divide the respondents in the bottom 50%q #0% and top 10%, we
could observe the percentiles of total househotmbrime and total household
wealth as shown in Figure 2.

Thus, Figure 2 shows that top 10% of respondeants B5.7% of total house-
hold wealth and 34.8% of total household incomeagctvindicates that income is
less unequal distributed than wealth. If we lookotdl household income of 50+
population as shown in Figure 3, we can notice thabme distribution is
skewed, suggesting substantial income inequality.

L All the empirical analysis in this paper is penfad in Stata 14 statistical software.

2 For the purpose of this analysis we have used S&aa command for computing and
graphing percentile shares. For more details plsaseJann (2015).
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Figure 2
Distribution of Total Household Income and Total Haisehold Wealth(whole sample)
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Source Authors’ calculations (based on SHARE wave 6).

Figure 3
Distribution of Total Household Income of ,50+" Population
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Source Authors’ calculations (based on SHARE wave 6).

Also, if we analyse total household wealth by imeogroup, we can notice
that top income households are also the ones ambitdp most of the wealth is
accumulated, what is shown in Figure 4.
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Figure 4
Distribution of Total Household Wealth by Income Group
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Source:Authors’ calculations (based on SHARE wave 6).

Having in mind substantial consumption, income avehlth inequality of
,D0+" population in Croatia, according to SHARE aaase in 2015 (wave 6)
and taking into consideration that is no conserisushe existing literature
whether the elasticity of consumption to changdsaunsehold income should be
higher or lower for the retired individuals, thigssearch tests this assumption
empirically.

Ever since the research of Modigliani and Brumb@r@b4), the life-cycle
hypothesis has been the essential for analysinguoaption and saving beha-
viours. Older people usually have shorter life spaend to save less and to
spend more in comparison to younger people. Alterelg, the ageing popu-
lation may have experienced a decrease in incortte ttve pension being the
main source of money income, therefore facing #hasion of money allocation
during the late period of their life.

In this study, the dependent variable, total hbakkconsumption, was recal-
culated into logarithms in order to capture exgptitonlinear relationships be-
tween the dependent variable and analysed independegables (Abdel-Ghany

% According to the life-cycle hypothesis, consumptinay vary with time, but it is not directly
related to transitory fluctuations of income. Toxingize satisfaction, households may borrow during
the early period of their life to preserve a highdl of consumption, and accumulate wealth during
the middle age, borrow from savings to correcttlfier decreased income for the period of retirement
(Mok, Wang and Hanna, 1994).
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and Schwenk, 1993). For the purpose of the empmitalysis, data on respond-
ents surveyed by SHARE (Wave 6), living in Croati€015, aged 50 and older
were used. Given these restrictions, the sampéeisiz461 responderits.

The independent variables used in the estimatiompcise one income varia-
ble, namely household total income (which is fog frurpose of the analysis
recalculated into natural logarithms). Two wealtériables: total household
wealth and total non-housing wealitboth recalculated in natural logarithms).
For the variables that are expressed in logarithralaes, the estimated coeffi-
cients can be interpreted as the elasticity of wondion to changes of those
individual regressors. Additionally, the model emgasses socio-demographic
variables, i.ehousehold size, years of education, gender, masittls and
labour status.

The baseline model in this study is the invergefegression model, with
the dependent variable specified as the naturakiitnn of total household con-
sumption. Written as an equation, we can deschibartodel of household con-
sumptio} of 50+ population in Croatia as:

In (hh:onsump) = ﬂo + 181 * yearseducation+ 182* In ( tOtth&me) + '83*

1)
In (tOtweaIth) + ﬂ4 * In (tOtnoq,eahh) + ﬂS* hhsize

The coefficients and significance levels of theddime regression model are
shown in Table 1.

Total household consumption was statistically ificent and positively re-
lated to all the independent variables. Accordingthe estimated regression
model, household size has the largest impact @il bmtusehold consumption,
with the coefficient being 0.17. Furthermore, foery additional year of educa-
tion, holding all other variables constant, the ¢ehold consumption would rise
for 0.03%. The elasticity of household consumptmichanges in total wealth is
0.034, which is higher than the elasticity of hdusdd consumption to changes
in total non-housing wealth with a coefficient c007. Finally, the elasticity of
household consumption to changes in total househotime is 0.047.

Moreover, in our empirical analysis, we explorad tmpact of labour status
on total household consumption. Given the fact,tiatterms of occupation,

4 We did not adjust the weights used to expand #mpg to represent the entire Croatian
population.

5 Since the portion of housing wealth in total weeast substantially large for our sample, in the
model we have used two wealth variables.

5 The analysis was performed using Ordinary Leastr&u(OLS) method. This cross-section
model of household consumption passed all the aelestatistical diagnostic tests which are not
reported, but are available from the authors uperréquest.
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most respondents were retired or employed/self-eyepl (percentage in our
sample were 59.06% vs 20.6%, respectively), weneséid the regression model
of consumption for those two groups of respondeNtanely, the regression
model given by Equation (1) was estimated for twaugs of respondents: em-

ployed and retired. Results are presented in Table

Table 1

Regression Results of Baseline Model of Total Housald Consumption of 50+

Population in Croatia

Independent variables Dependent variable Ln (totahousehold consumption)

Years of education 0.032%**
(0.006)

Ln (Total household income) 0.047***
(0.016)

Ln (Total wealth) 0.034***
(0.009)

Ln (Total non-housing wealth) 0.017**
(0.004)

Household size 0.1771%**
(0.014)

Constant 4.109%+*
(0.155)

Adjusted B 0.1823

Number of observations 1,461

Note Estimation is performed using OLS, equation idelsl a constant term; standard errors are given in

brackets; *** denotes significance at 1% significarlevel
Source:Authors’ calculations (based on SHARE wave 6).

Table 2

Total Household Consumption of 50+ Population in Goatia According to Labour

Status: Employed vs. Retired

Independent variables Employed or self-employed Rieed
Years of education 0.033** 0.034***
(0.013) (0.008)
Ln (Total household income) 0.037* 0.068**
(0.019) (0.026)
Ln (Total wealth) 0.069*** 0.024**
(0.024) (0.012)
Ln (Total non-housing wealth) 0.029 *** 0.016***
(0.011) (0.005)
Household size 0.082*** 0.173**
(0.024) (0.019)
Constant 3.984*** 4.018*+*
(0.318) (0.239)
Adjusted R 0.1402 0.1521
Number of observations 308 915

Note Estimation is performed using OLS for separataps of respondents by labour status, each equation

includes a constant term; standard errors areviengbrackets; ***, ** * denote significance at 1%% and

10% significance level, respectively.

Source Authors’ calculations (based on SHARE wave 6).
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Interestingly, the elasticity of household constiompto total household in-
come in the case of employed respondents was OMB7he coefficient was
statistically significant only at 10% significantavel. In the case of retired re-
spondents, the elasticity of household consumptiiototal household income
had a larger coefficient of 0.068, which was stiatidly significant on 5% signi-
ficance level. It seems that for a 1% rise in tb@mlsehold income of the retired,
the total household consumption would rise for 8%6 compared to a rise
in household consumption of 0.037% in the casengbleyed. It appears that
retired people have larger marginal propensity émsame than employed.
Namely, the respondents who have experienced @atexiin income with the
pension being the main source of their money incapent relatively more of
their pension, then do employed people out of theary.

The impact of total wealth on household consunmptims more pronounced
in the case of employed respondents when comparsstited respondents (the
elasticity of household consumption to changesotal twealth was 0.069 for
employed and 0.024 in the case of retired respdsfiéfhe same is evident for
total non-housing wealth. Namely, the elasticityhoiusehold consumption to
changes in total non-housing wealth is 0.029 v4®i® the case of employed
and retired respondents, respectively. This findimgy be due to the fact that
wealth is a less liquid asset, so it cannot be edad into money easily. That
may be the reason why the marginal propensity ttswme out of wealth is
higher for employed respondents compared to thedegroup.

Household size affects retired respondents molenwcompared to em-
ployed group, with the coefficients being 0.173 @@B2, respectively (in both
cases the coefficients are statistically signiftaam 1% significance level). This
finding is logical, if we assume that retired ficartheir consumption out of their
retirement pension, so household size has a rekatstronger impact on the
total consumption when compared to the employedmrdConsidering years of
education, in both observed groups coefficientsfairty the same, being 0.033
and statistically significant on 1% significancedé

In Table 3 the results of regression analysisrotled for marital status are
shown. Namely, we wanted to perceive whether thetahastatus has a signi-
ficant impact on household consumption of 50+ papah in Croatia, so we
run a regression for the married respondents andvidowed respondents
since those were the leading groups based on thigahstatus (75% vs 15%,
respectively).

According to the presented results, the elastmfityousehold consumption to
total household income in the case of married nedgots is 0.03, but the coeffi-
cient is statistically significant on 10% signifreze level. In the case of widowed
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respondents, total household income has no stafigti significant impact
on household consumption. In addition, the elagticf household consumption
to total wealth is 0.06 in the case of married oesients, while it has no statis-
tically significant impact on household consumptionthe case of widowed
respondents.

However, the elasticity of household consumptiontétal non-housing
wealth has a higher coefficient in the case of wield respondents when com-
pared to married group (0.017 vs. 0.010). Housebiakel has a higher impact on
household consumption for the group of widowed oesients, while years of
education have a higher impact on household consoimin the case of married
respondents. Finally, we wanted to explore how geradfects the household
consumption of 50+ population in Croatia. The resof the analysis are pre-
sented in Table 4.

Table 3

Total Household Consumption of 50+ Population in Coatia According to Marital
Status: Married vs. Widowed

Independent variables Married Widowed
Years of education 0.030*** 0.024*
(0.007) (0.013)
Ln (Total household income) 0.032* 0.050
(0.018) (0.059)
Ln (Total wealth) 0.061*** 0.011
(0.013) (0.013)
Ln (Total non-housing wealth) 0.010* 0.017**
(0.005) (0.008)
Household size 0.131%** 0.243***
(0.016) (0.035)
Constant 4.146%* 4.123%**
(0.197) (0.485)
Adjusted R 0.1175 0.2821
Number of observations 1196 171

Note: Estimation is performed using OLS for separataigsoof respondents by marital status, each equation
includes a constant term; standard errors arednkets; ***, **, * denote significance at 1%, 5% &i0%
significance level, respectively.

Source:Authors’ calculations (based on SHARE wave 6).

Considering two wealth variables: total househalgalth and total non-
housing wealth, we can notice that in the casealémespondents’ consumption
is more responsive to changes in total wealth, evimlcase of female respond-
ents the same conclusion can be reached for tothousing wealth. Inte-
restingly, in both groups, total household incomas ho statistically significant
impact on household consumption. Household sizeyaads of education are
statistically significant with a similar coefficienin magnitude for male and
female respondents.



752

Table 4
Total Household Consumption of 50+ Population in Coatia According to Gender
Independent variables Male Female
Years of education 0.031*+* 0.032%*
(0.009) (0.010)
Ln (Total household income) 0.033 0.027
(0.026) (0.025)
Ln (Total wealth) 0.063*** 0.059***
(0.018) (0.018)
Ln (Total non-housing wealth) 0.011 0.013*
(0.008) (0.007)
Household size 0.132%** 0.130***
(0.025) (0.023)
Constant 4.125%** 4.176***
(0.287) (0.279)
Adjusted B 0.1143 0.1143
Number of observations 588 607

Note: Estimation is performed using OLS for separateigscof respondents by gender, each equation irelude
a constant term; standard errors are in brack#&ts* * denote significance at 1%, 5% and 10% mificance
level, respectively.

Source:Authors’ calculations (based on SHARE wave 6).

Concluding Remarks

In an ageing country such as Croatia, it is ctdfoiaeconomic policy makers
to recognize and analyse the determinants of comsomof the50+ population.
Therefore, in this study, the basic features ofsoamption of the population
in Croatia were explored. The baseline model in siudy was the inverse-log
regression model, with the dependent variable §pdcas the natural logarithm
of total household consumption. The dependent blariavas statistically signifi-
cant and positively related to all the independemiables, with the elasticity of
household consumption to changes in total housahotume of 0.047. With the
aim of exploring whether total household consumptperformed differently
according to labour status, marital status or gende estimated separate re-
gressions for those groups of respondents. The imesesting result was found
in the case of the regression model of total hoalsletonsumption controlled for
labour status. Namely, the marginal propensitydnosame out of total house-
hold income was higher for the retired (0.068) thanthe employed (0.037),
which is in line with the life-cycle theory. Accangjly, the 50+ population who
have experienced a decrease in income with thegebging the main source
of their money income, spent a relatively highaartion of their pension, then
do employed people out of their salary. Also, tosld be explained by the fact
that retired individuals who are not so wealthyl] Wwave a higher marginal pro-
pensity to consume, compared to wealthier (emplpiyetividuals.
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Even though, according to authors’ knowledge, thighe first study of
household consumption of 50+ population in Crosideged on SHARE data,
there are some limitations. Firstly, a limitatioitloe presented study is its cross-
-sectional nature. Also, the regression resultmfliaseline model and models
controlled for labour status, marital status anddge, provide average marginal
propensity to consume for the entire wealth distrdn. However, given the
concentration of wealth (in top 10% of respondernt®se average estimates are
likely to be affected by heterogeneity in consumptand savings behaviour.
Taking all this into account, in further studiesnsumption of 50+ population
might be explored taking into consideration wealtid income percentiles, since
consumption response of rich people might play ya fade in overall wealth
effect on consumption. Also, additional explorategriables might be added in
the baseline model.

This study provides some policy implications. Sifmusehold consumption
is the largest component of aggregate consumptimmg the largest share in
the gross domestic product, there is a need totighty study the fluctuations in
personal consumption with the aim of creating anglémenting an economic
and social policy of a country. Moreover, it is@al for economic policy makers
to recognize the need for stable economic envirownaemographic changes
and more sustainable pension system in order wwegetter economic condi-
tions for the ageing population and prevent inteegational conflicts.

References

ABDEL-GHANY, M. — SCHWENK, F. N. (1993): FunctionaloFms of Household Expenditure
Patterns in the United States. Journal of Consuiuneiies and Home Economick?, No. 4,
pp. 325 — 342.

AGUIAR, M. — HURST, E. (2005): Consumption vs. Expéuadé. Journal of Political Economy,
113 No. 5, pp. 919 — 948.

AGUILA, E. — ATTANASIO, O. - MEGHIR, C. (2011): Chges in Consumption at Retirement:
Evidence from Panel Data. Review of Economics amdis$ics,93, No. 3, pp. 1094 — 1099.
Available at: <https://doi.org/10.1162/REST_a_00140>

BANKS, J. — BLUNDELL, R. — TANNER, S. (1998): Is theee Retirement-savings Puzzle?
American Economic Reviev88, No. 4, pp. 769 — 788.

BARBIC, D. — PALIC, I. — BAHOVEC, V. (2016): Logistic Regression Analysif Financial
Literacy Implications for Retirement Planning in @tia. Croatian Operational Research
Review,7, No. 2, pp. 319 — 331.

BEAUMASTER, S. — CHIEN, S. — LAU, S. — LIN, A. — MEIBE E. — PHILLIPS, D. —
WILKENS, J. — LEE, J. (2018): Harmonized SHARE Doamtation, version D.3, USC,
Dornsife.

BERNHEIM, D. B. — SKINNER, J. — WEINBERG, S. (200l)that Accounts for the Variation in
Retirement Wealth among US Households? Americandfo@ Review91, No. 4, pp. 832 — 857.

BIRO, A. (2013): Subjective Mortality Hazard Shocksdahe Adjustment of Consumption Ex-
penditures. Journal of Population Economig;,pp. 1379 — 1408. Available at:
<https://doi.org/10.1007/s00148-012-0461-5>.



754

BORELLA, M. M. — CODA MOSCAROLA, F. — ROSSI, M. (2014)Jif)expected Retirement
and the Consumption Puzzle. Empirical EconomicsN&7 2, pp. 733 — 751.

DOI: 10.1007/s00181-013-0760-z.

BORSCH-SUPAN, A. (2018): Survey of Health, Ageing aRetirement in Europe (SHARE)
Wave 6. Release version: 6.1.0. SHARE-ERIC. DOI: 1BEHARE.w6.610.

BORSCH-SUPAN, A. — BRUGIAVINI, A. — JURGES, H. — KAEYN, A. — MACKENBACH, J.

— SIEGRIST, J. — WEBER, G. (eds) (2008): First Redutts» the Survey of Health, Ageing
and Retirement in Europe (2004 — 2007): Startingltbegitudinal Dimension. Mannheim:
Mannheim Research Institute for the Economics ohggMEA).

BROWNING, M. — CROSSLEY, T. F. (2001): The Life-Cycleolel of Consumption and Sav-
ing. Journal of Economic Perspectivis, No. 3, pp. 3 — 22.

BROWNING, M. — MADSEN, E. (2005): Consumption. BORSCH-SUPAN, A., BRUGIAVINI,
A., JURGES, H., MACKENBACH, J., SIEGRIST, J. and WEBER, (eds): First Results
from the Survey of Health, Ageing and RetiremenEirope. Mannheim: Research Institute
for the Economics of Aging (MEA), pp. 318 — 324.&iable at:
<http://www.share-project.org/fileadmin/pdf_docurtetion/FRB1/FRB1_all_chapters.pdf>.

CROATIAN BUREAU OF STATISTICS (2018): Population by Agad Sex — Mid-year Esti-
mate, Average Age of Population and Life Expectadssailable at: <https://www.dzs.hr/>.

CASNI, A. C. (2014): Housing Wealth Effect on PerdgBansumption: Empirical Evidence from
European Post-transition Economies. Finance a @4eio. 5, pp. 392 — 406.

CASNI, A. C. — VIZEK, M. (2014): Interactions betwedteal Estate and Equity Markets: An
Investigation of Linkages in Developed and EmergBmuntries. Finance a Uves4, No. 2,
pp. 100 — 119.

CIPIN, I. — SMOLIC, S. (2013): The Economics of Ageing in Croatia —eResh Results Tech-
nical Report. Zagreb: University of Zagreb, FacafyEconomics and Business. Available at:
<http://www.efzg.unizg.hr/UserDocsimages/MGR/ssmBl&T ARENJA/brosura_eng_previe
w_03-12-2014.pdf>.

DUMICIC, K. —CIBARIC, 1. (2010): The Analysis of Household Savings ip&alic of Croatia
Using Cointegration Approach. Business Revig/,No. 1, pp. 220 — 226.

DUMICIC, K. —CEH CASNI, A. — PALIC, 1. (2013): The Short-run and Long-run behaviofir o
Personal Consumption in Croatia. Central Europeamdabof Operations Researi, No. 1,
pp. 3 —11. DOI: 10.1007/s10100-012-0254-7.

EUROSTAT (2018): People at Risk of Poverty or SoEiatlusion by Age and Sex [ilc_peps01].
Available at: <http://ec.europa.eu/eurostat/weldpots-datasets/-/t2020_50>.

GLOBAL AGING DATA (2018): Individual Earnings. Avkible at: <https://g2aging.org/>.

HLEBEC, V. — FILIPOVIC HRAST, M. (2018): Characteristics and Determinasftintergenera-
tional Financial Transfers within Families UsingXdd Care for Elderly People. DruStvena
istraZzivanja27, No. 1, pp. 27 — 46. Available at: <https://daifd0.5559/di.27.1.02>.

HURD, M. D. - ROHWEDDER, S. (2005): The Retirement-Gonption Puzzle: Anticipated and
Actual Declines in Spending at Retirement. [Michidaetirement Research Center Research
Paper, No. 2004 — 069.] Ann Arbor, MI: UniversitiyMichigan. Available at:
<http://dx.doi.org/10.2139/ssrn.754425>.

JANN, B. (2015): A New Stata Command for Computind &raphing Percentile Shares. [13th Ger-
man Stata Users Group Meeting, June 26, 2015.rhhery: Institute for Employment Research.

JURCIC, LJ. —CEH CASNI, A. (2016): Personal Consumption in Croatia.JORCIC, LJ. (ed.):
Zbornik radova 24. tradicionalnog savjetovanja ,B@mska politika Hrvatske u 2017 godini“.
Zagreb: Hrvatsko drustvo ekonomista, pp. 113 — 136.

LAITNER, J. — SILVERMAN, D. (2005): Estimating Lifeycle Parameters from Consumption
behavior at Retirement. [NBER Working Paper 11163.] réadge, MA: NBER.

LUHRMANN, M. (2010): Consumer Expenditures and Homedaction at Retirement — New
Evidence from Germany. German Economic RevielwyNo. 2, pp. 225 — 245.

DOI: 10.1111/j.1468-0475.2009.00466.x.



755

MINIACI, R. — MONFARDINI, C. — WEBER, G. (2003): Is the a Retirement Consumption
Puzzle in Italy? [IFS Working Paper W03/14.] Londdhe Institute for Fiscal Studies.

MODIGLIANI, F. (1985): Life-cycle, Individual Thrif and the Wealth of Nation. Cambridge,
MA: Massachusetts Institute of Technology.

MODIGLIANI, F. — BRUMBERG, R. (1954): Utility Analysiand the Consumption Function: An
Interpretation of Cross-section Data. Post-keyneB@momics1, No. 1, pp. 338 — 436.

MOK, C. — WANG, H. — HANNA, S. D. (1994): Are the Caumption Patterns of Elderly House-
holds Consistent with a Life-Cycle Model? Asia PiacAdvances in Consumer Researth,
No. 1, pp. 237 — 245. Available at: <https://ssoméabstract=2812676>.

MURGIC, J. — JUKC, T. - TOMEK-ROKSANDL, S. — LJUBCIC, M. — KUSIC, Z. (2009): The
Ageing of Croatian Population. Collegium Antropologin, 33, No. 2, pp. 701 — 705.

NESTIC, D. — TOMIC, I. (2012): Adequacy of Pensions in Croatia: What Camorrow’s Pen-
sioners Expect? Privredna kretanja i ekonomskadika|22, No. 130, pp. 61 — 100.

PERACKOVIC, K. — POKOS, N. (2015): In the Old Society — Some Sdzimographic Aspects
of Aging in Croatia. Drustvena istrazivang, No. 1,pp.89—110. Available at:
<https://doi.org/10.5559/di.24.1.05>.

PULJIZ, V. (2016): Ageing of the Population — A &1cPolicy Challenge. Revija za socijalnu
politiku, 23, No. 1, pp.81—98. Available at: fttps://doi.org/10.3935/rsp.v23i1.1281>.

SHARE (2017): SHARE Release Guide 6.0.0. Munich: Thenigh Center for the Economics of
Aging.

SMITH, S. (2004): Can the Retirement Consumption Rubd Solved? [IFS Working Paper
WO04/07.] London: The Institute for Fiscal Studies.

SONJE, A. A. -CASNI, A. C. — VIZEK, M. (2014): The Effect of Housing and SkoMarket
Wealth on Consumption in Emerging and Developed GmstEconomic System38, No. 3,
pp. 433 — 450.

SONJE, A. A. —CASNI, A. C. — VIZEK, M. (2012): Does Housing Wealth Affect ivate
Consumption in European Post-transition Countriesi®lédace from Linear and Threshold
Models. Post-communist Economi@d, No. 1, pp. 73 — 85.

VEHOVEC, M. (2012): Financial and Pension Literabyternational Experiences and Proposals
for Croatia. Privredna kretanja i ekonomska politikg No. 129,pp. 65— 85.

WERTHEIMER-BALETIC, A. (2004): Depopulation and Ageing: Crucial Deraygtic Processes
in Croatia. DruStvena istraZivanjgsopis za afa druStvena pitanja3, No. 72/73,pp.631-651.

ZAIDI, A. (2010): Poverty Risks for Older Peoplekty Countries — An Update. ECSWPR Policy
Brief Januaryl1, pp. 1 — 23. Available at: kttps://core.ac.uk/download/pdf/11867529.pdf>.



