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Summary of the Thesis T

A STUDY OF SAVING IN GREECE.

This thesis is concerned with  saving in a developing country, Greece,

The statistical information used derivesfrom the national accounts statistics and

refers to the period 1949-1968, In addition, data on household budget suxveys 1957/58 o

and 1968/69 which became lately available are used, though they are grouped by a single
criterion in six income brackets so that their usefulness for statistical testing
is limited, Use is also made in a qualitative fashion of data concerning the compo-

! - : » » » 0
sition of saving by form as well as factors of saving decisions of social, demo-

graphic, and'cultural nature,

Attenfiun‘is firet given to the phenomenon of a relatively high rate of
growth of the domestic saving and its ratio to income in Greece during the pexind;
l949~i968. It is worth noting the outstanding performance of this country in texms
of increase in the proportion of income saﬁed, the actual centribution of fﬁreign
saving and the high share of the saving of the parsbnai sector on the observed

developments,

The statistical testing uses, largely, given daté limitations, income, the
rate of growth of income and the lagged consumption axpénditurefas explanatory
variables of personal saving, defined alternatively to exclude and to include ex-
penditure on purchase of consumer durables, Personal saving is used as the depen-
dent variable in time seriea'1949-l968, sihbe”saving réthai than consumption: ex-
penditure is indepeﬁdently eatimated in the éase of Gréas@, as it happens in most

less developed countries,

Alternative testing is carried out. by the ordinary least squares;method,_;
the Wald's method of grouping averages to cope with measurement errors of saving
and income, and the method ufﬂtha éwa-stagen least-squaraes to remove bias because
of serial correlation of the disturbance ya;m@_Usa is also made of the method of
the threanpaés léast squares to obtain consistent est%mates when lagged céngumption
expenditure is incorporated as an indepenaant variable, The comparison of the re-
sults of these methods is completed to some extent by the ‘time pattern of the

residuals,
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Further testing is carried out with all the variables taken as ratios to
income, in the attempt to remove the possible presence of hetercsscedasticity in
the disturbance term, Use ié also made of a system of reduced form equations of
saving and income and the dif?érence of the personal saving from the gross do-
mestic~invas£ment expenQihure as exbgenaums, and in-effect instrumental variable,

to face the prohlem.nf tWo ways causation between income and savings

The stability of the estimated saving function is investigated in texms

of goodness of fit within and outside the period of observation, namely the year
1969 for which data have published lately, In addition, separate testing of the
saving-income relationship is garriad but-for the period of inflation and racon-
‘struétion &l9d9fl955)'énd the consecutive normal period (1956-1968), The results

of these two subperiods are comparxed in terms of testing the significance of the
| dif%erance of the parameter estimates and in terms af size of the projectiom error
and of the Theil's statistic U of forecasting pexformance of the projection to
the other sub;eriod. Similarly, the problem of choice betwgan“the-two concepts of
saving is investigated in tarms‘of.gnoﬂnaés of fit within the period of ohservation
by use of the standard error of estimate, and outside the period of obserzvation

Ey the fqrebésting“performancé.

The influence of the restoration of relative price stability on saving is
investigated in terms of time paths of consumer and factor prices, separate sta-

tistical testing of the savinguincome_rélatiunship at current prices and possible

effects on the real value of wgélth. Lack of data permit estimation of the effsct

of wealth on the flow of saving only indirectly and after transformation of the
basic relationship of saying with income and lagged consumption expenditure into

a corresponding relationship of personal saving. with income change and lagged
saving, which hasi béen>axtansively‘used recently by Houthakker aﬁd Taylor (1966)a
This tégting facilitates the estimation of the long<run saving-income ratio as
proportional to the rate of income growth, Estimation is then made.of the saving-
income ratio which corresponds to the required rate nf income growth for Greece
to fill the gap of per capita income with E£,E.C, until the year of full member—
ship of Greece (1984}, This saving ratio is compared with the.caﬁihal requirements
for realization of this target by Greece on the assumption of certain size of the

incremental capital-output ratio,

Qualitative investigation of the influence of the rate of return (real) on

saving and of the rate of return alongwith the variation of prices of five main

Q"/‘




forms of saving in Greece during the pe%?od 1956~1965 is made,. subject to limi-
tations of data, Similar kind of constraint permits also investigation of the
change in the distribution of‘income by size and by apurcé and of the marginal-
.propanéity to save of farmers and of residents ﬁf towns. The characteristics
of the Greek ta;ation systeam which seem.to be mosi raievaﬁt-ﬁo the observad'inf

crease in saving are alsc spelled out,

Among ofher factors considered raltcgethax in qualitative terms axe the:po=
pulation and value and institutiomal factors. Thus, specxal .attention is given tao
the factors of the observed low rate of population grawth during the period -1949-
1968 (8% per annum), notably the fall in the birth rate and famiiy,pléanihg, the
acceleration of population movements and the changes in the age cnmpésitibn of fha
population, The value factors refer to. the luwldegréa of sncial sfiéti?icatiun"
and the mobility of the Greek socmety, and tn the gradual rplaxatzpn of the kinship
system towards complete remmvwl of the Joxnt ownexrship of wealth and the jodnt

saving: im this developing country,
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An Explanatory Note -

. The title of this thesis is somewhat misleading in the sense that
primary concern is given to persdnél saving. However,.the;attentiun given
to personal saving is‘not a matter of choice, but the result of investiga-
tion which showsd a High contgibution of the personal s%&tn: to the observed

increase im the ratie of greoss domestic saving to income in Greece during

v

‘the period 1949-1968.

'The'thasié is di;ided intm chapters, sach of which contains a few
sactinné and ih aome‘caaas an appendix, Equations and chaxtsvare rnumbered
by the chapter's numbexr gﬁd own number starting from.unity and running
thioughout the chapter, Tables are entitled by-three numbers, of chapfar,
of section and of DQn numba;, starting fraﬁ unity and running throughout
the sectiﬁn. ' *

The term"savingé is uééﬁ for the flow of the nbt.cmnaumed pért of
income pex_unit’uf tim; (ygar} whjlalthe tarﬁ tsavings' is used as synanymous
to the atuﬁk of 'waalth’xér»‘aasats‘ congistently defined, The term investment,
in order to avoid misundarﬁtanding, is uéad-im accordance with-thennatimnal

acecounts definitien of invastmeni,gxpanditure. Personal saving, because. of

. statistical necessity,uses the national accounts' definition and includes al-

tqrnatiValy gross expenditure on consumer durables except for personal utsn-

sils of ‘any durability. Reference to the net wealth concept or othexr defini-

tions -of saving isﬂdefiniﬂely stated,
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I, 1. The Problem of Saving in Greece,"

This thesis aims at providing an interpretation to the observed increase
in the proportion of income saved in Gresce-during the period 1949-1968. Greece
is a small country of South-bLastern Europe‘witﬁbg million residents. and according
to various ihdicataﬁa of socio-economic nature she belongs. to daQElaping Bco-
nomies of intermediate stagefi),-ln these economies -the supply of saving may
restmain tﬁe acceleration of the rate of economic growth to the extent it
depends on c;pital formatimn(z) On the other hand, the distinction between
sav1ng and investment decisions is easier in "intermediate" than in "primitive" eco-
nomies whare saving is largely in kind and sav1ng and investment decisions are.
fore some relevance to other countries of ‘Sauthern Europe and Latin Amerxica
which:are>in similar stage of development with- Greece and are also neighbouring

countries of economically advanced areas of Europe and America respectively.

‘“éréece has been no exception in facing an acute problem of saving in the
early stages of ifs development, This problém was‘particularly severe in early
twenties when investment demand was expanded at reco;d rates and in late fourties
when law and order was restored and the consumption and reconstructinn.requiraments
from the war were tremendqqg, This problém in the post-war period was partly
resolved by aid from the United States granted mainly through #he Truman Plan(3),
Gresce bas achieved.relative price stability since mid-fifties after the last de-

valuation of the drachma by 30 per cenﬁ in 1953 (average annual rate of increase

(1) See Ward B, (1963).

(2) As it is known there is a controversy about the relative contribution of
fixed investment and of technological change to economic development, See
e.g, Kuznets 5 {1966), Currie L. (1966), Ad]er J H, and . Kr:shnaswamy KoSa

3 TR 313 40 9 23 B D W 0t 1YD

(3) About the methods and criteria of allocation of this ald in Greece see
Ellis H, et, al. (1964).
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of the. 1mpllclt price index .of private consumption expenditure 1,9 per cent
during the period 1956-1968) and a high average rate of growth of G.N.P. at
constant prices (6,3 per cent)compared with international standards during the
periot 1948-1968, These developments were accompanied by lifting up the ratio
of gross<domestic Séving over G,N.P. to 20 per cent in the period 1960-1968,
whiéﬁ has contributed to financing almost éD per cent of groés domestic in- -

vestment expenditure.

- a/ ‘
The Greek economy has -followed since 1963 process of sjpining the European

Economic Community which is going to end with full wembership of Greece in 1984,
It is estimated that if Gresce has es a target to fulfill the gap between its
per capita income and that of the E,E,C. countries by 1984, it will require an
increase 40 the ratio of fiked investment expenditure to G.N,P. to 29-35 per cent
depandxng on the s;ze of the cap1ta—autput ratln(d) This can be achieved by an
increase in tha ratio of gross domestic savxng to G.N.P, to betweeH 26 and 31,5

per cent, provided that foreign saving retains its contribution to about 10

per cent of gross domestic investment expenditure,

If the adoption of the forementioned target’ is not accompanied by auto-
matic adjustment of the saving to the relevant requirements, it may lead to
policies for raising involuntarxy saving, such as increases in tax burden, price
level and foreign borrowing, This redirection of aconomiclpolicy may, howsver,
create further complications in the realization'of that target ut‘problemé of

social order because of redistribution of the burden of economic development

(4) These estimates were based on statistical data taken = from the publication
of the 0,£,C,D., Observer, February 1970, The G,N.P, per capita was in Greece
in 1968 § 860 compared with an average of § 2,100 in £.E,C., countries and
$ 1,850 in the United Kingdom, With a 4 per cent average annual ratse of
growth of G,N.P, in E.E,C. during the period 1968-1984 and .5 per cent
average annual rate of growth of population, the per capita G.N.P, in 1984
will be § 3,580, To reach the same level of per capita G,N,P. by that time,
Greece will require an average annual rate of growth of G.N,P. of 9,8 per
cent, provided that population will grow by an average annual rate of,b pex
cent during the period 1968-1984, Using now the Harrodian ex-post identity

. Gec = 5 (where G, ¢ and s are the rate of growth of income, the overall ca~
pital~output ratio and the saving-income ratio respectively) and supposing
an incremental capita-output ratioc between 3 and 3,5, the target rate of
growth of G,N.P. by 9,8 per cent during the period 1968-1984 will require
increase in the ratio of gross domestic 1nvestment axpenditure to G,N,P,
hetween 29,4 per cent and 34,3 per cent,

’/0




between classes or generations, Under these conditions a thorough study of saving
in Greece gpes beyond academic interest and is expected to serve the policy

makers of this country and the preparation of future devaldment plang,




1. 2, Past Empirical Researéh oni the Saving Function in Greece,

.Research concerning various sectors of the Greak economy has been promoted
during sixties in Greece, mainly by research institutes asfablished during the
last decade, A co-ordinated effort has alsﬁ been made in the form of a prepara-
tory work for the construction 9? the national economic development plan 19681972,
However, in view of the foremenficnéd increase in thé proportion of income saved
and the institutionalization of saving during sixtias, no serious problem af
- supply of saving hasAemerged in recent years, Under these circumstances it is
ohserved a‘reLativé neglect of the saving function by empi#ical researchers in

Greece,

Sporadic attantioh to the saving behaviour was given in the context of pre-
vious studies on the Greek gconomy, mainly through consideration of the consumption
function, This research employs mostly data of aggregate time series and covers the

last one or two decades,

Professor Sﬁifé (1963) in his econometric model of the Greek economy has not
dealt with saving béhaviour directly, but has derived an overall marginal propenw
sitydtm consume as the sum af'tha individual income coefficients of six consumption
itamé sach one of them regressed linearly byﬂtha ordinary least squarss method with
income and lagged liquid assets from time series, The so estimated marginal propen—
sity to consume (,B83) was considered by Suits as being witﬁin the range of corres-
ﬁonding estimates in advanced countries, The propensities to consume for individual
consumption items derived from time series were also compared with the sstimates
obtained from regression of individual consumption items with total consumer expen-
diture of the urban households {data of the budget survey 1957-1958), multiplied by
the marginal propensity to dnnaﬁmévfrom fime series, This kind of .comparison is of
course subject to reserxvations puncérning the'pqst-Kaynasian‘a#proaches on the

ndivergenﬁe between the ahcrt-;un'and the long-run consumption function(5),

The regression coefficients of the lagged stock of liquid assets -~ defined
as‘the total savings, time and other deposits with banks and other financial in-
stitutions plus currency outside banks = were found poszitive as expected in the
separate regiesaiehs of time series of specific consumption e&benditure itens and

signifieant atithe 5 per cent level except in the case of food, These regression

7D ey e e s £ e o3
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coefficients were, however, unstable depending on the combinations of the inde-
pendent variables, Uther independent variables used to face this instability
were the lagged accumulated consumption in the preceding years as an index of
stock variables and the relative price index of the commodity group; both of

these have given insigpificant resulis,

Another estimate of the consumption function in Greece is found in the Sta-
tistical Model of the Greek economy 1949-1959 by Pavliopoulos P, (1968}, This is
an aggregate consumption function with total income, and alternatively agriculture
and other incomes ordinarily definad (nemely before adjustment for taxation and

4
transfer payments) as variables, The effect of liquid assets by use of money supply

(without defining it) has turnmed out to be unsatisfactory, although the relevant
results were not presented, which makes impossible further constructive criticism

on this point,

There may be however some doubts on how much detailed was that experimentation
with liquid assets, since there was an a priori judgement on this variable by
saying that "it is highly improbable that liquid assets would play any role in the
Greek economy because the markets for all kinds are practically non~-existent
(p.39)%. The justification of this assertion seems to require.scme refinement,
which was apparently considered out of the purposes of that model. On the other
hand, it is pointed out that the liquid assets védriable was used in this study as
a proxy for spendsrs wealth holdings {pp. 37,39) and not for the "liquidity" of
the econumy-in terms of the Radcliffie Report's definition, In these circumstances,
some further aréumant might be required on the supposed Functibn of the ‘*wealth
holdings' variable and its relationship with the income variable and the market
cnéditions of liquid assets, As is knoWn, there are more than one definitions of i
tliquid assets? and\ﬁebt(é), and there may be reéarvatiéna as to whether actually
their markets are practically non-existent in Greeme(Y). It seems obvious that
this type of traatmént enabled escape from the need to incorporate the financial
sector in the model, which would involve of course additional and complicated
]:n:ol:rleirmtrhg Later on Pavlopoulos (p,B87, n.4) ‘has returned to the case of a possible
relevance of wealth in saving decisions, Thus, it was attempted a reconciliation
of the behavioux D?,residuéh$ qf this consumptiun.functiun with the B@llgéhd&ﬂr%ke

(1964) approach to optimum savihg and wealth,

(6} See e.gs Newlyn W,T, (1965), Bain A.D, (1970).
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Another study dealing somewhat with saving behaviour in Greece is that of
Professor Ellis H. et, al, (1964), This atudy has not also given too much atten-
tion to saving behaviour,; since the prob;em of 5upplyAD% saving was taken as one
of minor importance for Greece at that time (1950-1961). In particular an esti-~
mate of a simple linear regression of saving,withrréal personal disposable income
has given a marginal p;oﬁensity to save .195, This was considered satisfactory in
the sense that it was considerably higher than a ﬁgirESpqnding figure for a number
of developed and unaerdevelopad countries -taken together, which‘was found by

Houthakker (1961) tb be .085 in the 1950's.,

A brief considerstion of the rslativelyzraﬁidly grown stock of liquic as-
bsets in Gresce was further{made‘in the_abmbe study in the formrof an analysis of
tabular type. in the next étage this study has referred to the Ebmposition of saw
ving and has carried out a grest deal of ﬂiscussiun on the Greek capital market,
namely its legal F;amadark, the stfuctural characteristics and its imperfections,
and their rastféining effects on the finance of magufacturing investment in Greecs.
These features of the Greek capital market were considered as the 'financial!
factors of the development of the Gresk economy, aleng with the 'real! cnes to
which the second half of that study was devoted. It seems:plausibla that this type
of reéearoﬁ'giveg insight particularly to the one aspect Gf the flow~-of-funds
problem and takes largely for granted the behaviour of the savers including their

criteria of choise ammng'aiternatiVe outlets of wealth,

Another study of saving in Greece by Theophanidis S. (1966) has given -par-
ticular attention to the finding that the marginal propensity to save was‘inﬁfeased
by nearly 30 per cent betwéen’lg4951955 (+163) and 1956-1961 (,206). This finding
was the outcome of tésting with income as an ihdapendent variable of saving., This
was intarpratedAas "proving an important structural change" to have happened in
tha Greek-economy in mid-fifties, which is suppcsed’"to give_lessuné to other de--

veloping sountries"”,

It is @ctually doubtful whetherx the above ‘difference is statistically
significant. Moreover, it does not seem very clear what kind of lessons other
countries can draw from 2 possible increzse in the marginal propensity to save
in Greece after the end of a prolonged period af inflation, the satisfection
of the delayed consumption and the acceleration of the rate of income growth,
If ather varisbles were incorporated tolcount for price level and ths post-
poned Consﬁmptian, one might be guite sure tﬁat the difference of the esti-

mated wmanginal preopensities to save between the +two  sube-periods
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would have been smaller(g)‘,MorBDvé: there may bé certain reservations from a
statistical point of view, namely whether the number of Dbéaxvatiﬂna(T in the

first and 5 in the.second sub-per%od} wés éufficiént for drawing coﬁélusipns

and making generalisations. Small number of obséiﬁafions or data inadequacy

may be among the raggons of neglect utﬁer variabies, but it does not justify
conslusions about changes in the statistical populatioﬁ characteristics or'structural
chanQESt.and Jeave unanswered the question regarding the'diverggnce between the

short-run and the lomg-run propensity to save,.

{8) In addition the data used were provisional estimates.Reévised data give in=
significant difference between the marginal saving ratios of the two sub-pe-
- riods under review. ’




1. 3, -Plan of this Study and Summapy of Lonclusions,

The foreméntionad.develupmants in Greece and the limitations of statistical
data have largely dictated the structure of this thesis, Thus, a main question.
uhdér‘considefation arises which factors have contributed te pulling up the ratio
of gross domestic saving to GDP from 7,5 per cent ip the period 1949-1952 to
23.6 per cent in the peiiod;i965~1968, We are goingito focus on the rate of
growthinf real personal per éapiﬁa income (average annual réﬁe of 5,7 per cent
during the periocd 1949-1968), the referred previously restoration ﬁf relative
price“stability since mid-fifties,'tha institutional and value changes and the
rate of population growth (average annual rate of ,B8 per cent in the period

194B-1968) and the population movements toward cities and abroad (emlgratlnn)(g)

Another questinn concerns tha'changes in the cnmp051tlon of saving which
have accompanied the mentioned above tripling of the SSVihgmincoma ratio in a
period of two decades in a developing country like Greece. Particular aspects of
this composition are a relatively high share of housing over private fixed investment
expenditure (an average of almost 50 per cent during the period 1949-1968) and
a similarly high share of traditional forms of financial saving, notably deposit
accounts {an average of 60 per cent of the incraasa'in claims of individuals during
the period 1956-1968), We have fheraforé to face in this context the problem'why the
observed increase gn the part of income which is saved was not accompanied by
a significant increase in the share of non-traditional forms of financial saving,
like direct debt instruments and contractual saving, which are in. a great deal

used in already mature economies.

Chapter II deals with a number of problems which an empirical study of
saving may face in a developing economy like Greece, These problems are associa-
ted with the limitations of statistical data and the particular conditions of
countries in the process of economic development, These conditions may have special
nature in view of the unprecedented changes of social, culturai and demographic

factors thexe. A question therefore considered is how these conditions are related

(9) The latter is connected- with the expansion of capital inflow in the foxm
of remittances to which we are going to refer to in the course of this
study.
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to the applicability of the modern hypotheses of saving which were proposed

" in the light of the experience of advanced economies {section II, 1)},

Moresover, whatever the interpretation is,tha‘necessity toward improving
the sténdard of living may be more {pressing in developing than in advanced
economies, Priority for this improvement may be given to‘acqui3ition of consumer
durables which have high prices compared with the pef capita income in less
developed countries, This alongwith the imperfections iﬁ?fha market for bor-
rowing may result in a relatively long time for accumulaﬁien of dawn-payments,
which increases the function of saving as a means to impfovp the standard of
living, These conditions are considered from various aspects, notably from the i

point of view of widening the divergence between the short-run and the long-run

saving~income relationship. In addition fhey are associated Qith the composition
of the "capital aéqgunt" of the savers which is difficult to examine in this

kind of cduntries;in view of lack of data on the rates of return of alternatiQe
forms of savings, the disconnection of these rates, and the role of uncertainties

of variocus kinds (section 1I1,2).

Chapter III deals with the description of the statistical data availahle

in Greece and the way they are treated by this study, More specifically, it
discusses briefly the time series data Q;VsaVing and income as given hy the Greek
national aceounts and the corresponding data of uxban hoﬁsahold budget surveys

. 1957/58 and 1968/69 of household income and consumption which became lately. avai-
lable, The available data are cumbarad with the definitions of saving to exclude |
and to include expenditure on consumer durables (section III, 1). A further problem i
faced there is how these data have to be used in order to isolate.the effects exerted

by dincome and other factors on saving. The‘asahmptiona which underlie the trans-

formation of data in per capita or in real‘tefhs through division by the size of

household and population and by an index of the price level and the question how thesse |
|
variables as well as factors, like composition of population by age, or other character:

stics of social and demographic nature have to be treated, are also discussed in this %

context (section II1. 2), It follows the problem of distinction between the short- i
run and the long=-run saving-income relationship in connection with the available data.-

Among the methods adop{ed are the use of four-year averages, the statistical testing ;
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of the savipg~income relationship by cross-section and time series. data and

the incorporation inAthe latter, besides the current income, the rate of growth
of income and:the lést year's consumption expéhdithre, A relevant guestion
faced.is how these methods can be used with the-data'available in Greece and

how the results of alternative testing have to be interpreted in accordance with

theory and similar empirical ressarch in other countries (section III. 3).

Die consideration is thus attributed to the statistical methods applied in
the attempt to obtain unbiased estimates of the saving-function in Greece.
It is so discussed there the application of the two-stages least squares by
the use of transformed variables according to cextain assumptions>abaut the
autoregressive structure of the disturbance term in order to face the possibility
that the ordinary least-stuares estimators are biésed and inconsistent. The
so-called three-pass least squares method proposed by Professors Taylor and Wilson
(1964) is going to be used in facing the bias associated with autocorrelated dis-
turbances when the lagged endogenebus variable of consumption expenditure is in-
cluded, Moreover, the problem of bias of the estimates due.to errors of measurement
of saving and income is faced hy using the method of grouping averages proposed by
Wald(lo), For the same purpose and in view of the accounting practice in Greece
to estimate personal saving from the investment account and the consumption ex-
penditure as a raéidual(ll), we are going to use saving rather than consumption
as dependent variable in time series and consumption expenditure in budget survey
data, The problem of simultaneous equations bias due to the two-ways causation
between income and saving is faéed by alternative testing of reduced form! equa~
tions constructed on the assumption of a simple relationship between income and
domestic investment expenditure, Moreover the problem of heteroscedasticity of the
saving~income relationship is decided to be tested by transformation of the ori-

ginal relationship of per capita terms .in ratios to income (section :II1I, 4},

Chapter IV concerns the growth of aggregate saving in Greece-during the

period 1949-1968 and its distribution by saver group and.by form of saving, The

s -

(10) See Johnston J, (1963).
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(11) This accounting practice seems to be used as a rule in the less developed
countries, See LevyE(1968),
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method applied there is four-year averageq uﬁrat:us to income, relative xataq of
. growth and sav1ng in per capita aonstant values, which are supposed to allow -
somewhat for cyclical variations and measurement errors of saving and incmme(lz)e
Disaggregation is made in domestic and foreign saving and particular attention
ié given to the accounting practice of excluding transfers from abroad to Greek
households from foréigh saving and incorporating them to the personal disposable

(13}, 1n view of the accelpration of this kind of capital

income and saving
inflmw‘tn Greece during the period under review, the trend of the saving-incoma
ratio is examined after dedUction'of the equivalent amounts in drachmas of this
inflow from both parsopal-saving and persbnal disposable income (seetion IV. 1).
Considering subssquently thachmposétion of domestic saving by saver group we
carry out aﬁ international comparison, which shows the pla@a.qffEreace in terms
ofkprnportiun of government saving to net dmmgstic“saﬁinghfq he behind the core
responding place of this countzy in t%rms of ratio of net domestic saviﬁg over
net national product, Further breakdﬁwn of gdvernmen% saving is made to shaw a
falling contribution of‘tha budget in, sixties, while similar breakdown of gross
domasstic private saving shows a fairly increasing proportion of personal saving
to the total, This proportion is-theh compared with the corresponding ones of
advanced c;untrias, Alternati;a estimates follow for Greece in terms of ratio of
personal saving over gross domestic saving and over peféonal disposable income,
with saving defined to include depreciation of housing and outlays of consumer
durables, The increassd importance of the personal sector ih the supply of saving
in Greece .- also appeéxﬁs‘in a ccnsolidatadraéving and invastmenf‘account by

sector, which gives the surplus and deficit of the non-financisl sectnrs of the

Greek economy in sixties (section IV, 2){14)

(12) Use of moving averages to isolate the trend from cyclical and irregular

factors was avoided in view of the bias of this method due to the cnncav1(y of the

”trand See a,.ga° Mills F C. (1955) .
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{13) Inflow of non reexportable capital reduces the problem of external debt so
that we pay only little attentlnn to gross cepital inflow and repayment of
debt in Greece,

(14)‘Further breaking of the natianal accounts concept of personal saving is
- not possible with available data, However, information from balance sheets
shows that smaller size firms have likely higher saving-ratio than big
companies in Greece (Appendix IV, ).
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The investigation of the composition of personal saving by fofm
is subject te the limitation of not enough material avéilabia to venture a
confident opinion on the composition of saving by form by making-classifica=-
tions in groups of common ecnnumic’charactaristicsxto.reach useful conclusions.
Available data on the increase in claims of individuals during the peripd

1956-1968 are broken into cash, deposit accounts, securities and. contractual

© saving. Similar breaking available for other nine countries-members of 0.E.C,D,

in the period 1960~1965 shows that Greece has especially low shares of con-
tractual saving and securities against a comparable ratio of fipancial saving
over’personal disposable income, This ratic is subsequently compared with the’
stoék per capita of main consumer durables, in which Greecg is placed far
behind the U,S.A., the U,K, and other countries of Eurcpe including Spéin'

(section IV.3).

Chapter V carries out an investigation. of the causal relationship
of persanal saving with personal disposable income. 1% Staits with an interna-
tional comparison including 15 cauntriés which have available data on personal
saving defined to exclude and fo inclurde expenditure mn'cbnsumer durables in
the period 19581967 (section Vi, 1). The basic aim is to show the position of .
Greece in terms of the ratio of saving to income, the level nffper capita in-

come and the rate.of income grDWth. It appears that Greece has the first place

in temms of ayerage annual rate of growth of per.capifa income and the third ‘

one regarding the saving-income ratio when saving is ordinarily defined, On
the other hand, the place of this countxy iﬁ terms of level 6f;per capita‘
incame (eleventh) is close to the saving-income ratio when saving is defined
to inmiude«mutlays for consumer durables (tenth). Statistical‘tasting of the
saving«income ratio regressed with the level of per capita income and the
rates of growth of income and popﬁlation and per capita income alternatively
‘gives significant results only with the rate of growth of per capita income
when saQing is D;dinarily defined, Even in this case, however, less. than
one=third of the variance of the saving~income ratiokis'iﬁtarpreted by the
rate of growth of per capita.iﬁcomés Further iﬁcorpuratianéf a measure of
the cyclical variation of- income (coefficient of variation of the rate of
income growth) does not improve these pesults. This ié indigative of a pri-

mary importance of other factors besides income in causing the inter-country

ol




13

divergences of the proportion of inceme saved, which may not be sufficiently

interpreted by a single saving-income hypothesis.

The ;Blatianship of psrsanal'saving,with personal disposable income in
Greece during.the perinﬂhl949~l9ﬁé is firé%AinvestigatEd in tezms of tabular
and graphical analysis (section V,25; It shows that the four-year average
saving-income ratio is éteadily :iéing following the real per capita disposable
income, while this ratio is reduced on‘a'year«tn—year basis when the rate of
\incnma growth falls below certain amount (about 4 per cemt), Further comparisen
witﬁuthe expand%ﬁuré:nn consumer durables shows a more stable rate bf growth
of the expenditure onrcanshmei durables than of saving‘ofdinarily defined and
~that the former rate is decreasing in fifties and increasing in the period

1965-1968 (section V,2):

Statistical testing of the personal saving with personal disﬁosable
income follows in  linear form by use of time series data in the period 1949-
1968 and in accofdahce with the discussion of chaptar'fII. The ordinary least
squares method is used in the first instance by regressing the real per capita
perédnal saving and the proportion of income saved with the real per capita
disposable income of the same year as independent variable, The significance
af these results is tested . in terms of Staﬁdard errors of the parameter esti-
mates, the explained proﬁbrtimn of the variance of the dependent variable and
the presence of serial- correlation of fhe residual term, Alternative estimates
of fhe marginal saving-income iatiu are carried out by application of the Wald
method, the twowstages least squares and a reduced form which provides for the two
way causation ofésaﬁing with income, In addition, the saving-income ratio is
:vieatad with the reciprocal of income, and the persenal per capita saving is
.tested with personal disposable income after deduction of the transfers to
Greek househelds from abroad. Thége éstimates are compared to see whether they
are significantly different from the corresponding ones derived by the ordi-

nary least squares method (section V.3),

The testing of the dynamic properties of the sa@imgmincome relation~-
ship starts with the use of buﬁget survey data and comparing. the obtained re-
sults with those of time series. The possible inconsistency befween these
results is interpreted as iéflacting divergence between the.short-run and the
long=run éavingmincmmeArelatimﬁship which requires some further investigation,
Alternative testiné af‘tga savipg-income ratio is therefore carried out with

the ratio of the current to last peak income and of the current to last’ year’s
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per capita income, This testing does not athieve to explain significant pro-
‘portion of the variance so that to favuur any particular post-Keynesian
hypathes;s of saving. Incorporation DF the rate of growth of real .per capita
disposable income besides its level does not change.slgnlflcanily the regras-
sion coefficient of the per capita income. The net contribution of the rate
of income growth is assﬁciatsd with the institutional and behavioural frame
and can get a number of alternative interpretations according to theory(ls),
Incnrpardtlun of lagged real per capita consumption besides real pex caplta
disposable income of the same parlod as an independent variable in section

V,4 is treated in such a way te help as possible towards a choice between al-
ternative hypotheses of saving. Application is made of the.ordinary least
squares method, the twmmstagas least squares and the three-pass least squares,
to examine to what extent we can qet unbiased and .consistent eet:mate& of this
kind of relationship. The mbrlts of alternative hypotheses are investigated

in terms of statistical significance of the intercept, the time pattern and

the presence of serial correlation. of the residuals and theAQalue of the
regression coefficient of income from different coﬁbiﬁapions of the independent

variahles,

The estimated shorterun marginal.p;npensity to save when. lagged con-
sumption is incmrporated‘is compérad with the corresponding estimate from
budget survey data in terms of diffgrence @t the 5 per-cent level
of significance, Similarly the derived long-run margimﬂ;propensity to save
from the the relétiunship aof ber capita income and-last year's consumption
expendituxre is compared with the.cafrespdnding estimate when only current
per capita income is employed. Assurance about tha:clcseness of theée alter—.
native estimates is followed by an avaluatipn of these rasﬁlté in accordance
with the discussion of chapter III, Mnre‘specifﬁcaily, the regression coef-
ficient of the lagged ;Dhsumptian is identified as the diffarenca af fhe
coafficiaﬁt of the speeé of adjustment of thé consumptinn expenditure and
alternatively of the permanent income from the unit. Also the estimate of the
long-run marginal saving-income ratio is alternatively treated as the para-
meter estimate of the permanent income, to indicate  a small contribution of
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{15) See e.g. Farrell M,J. (1959), Suits D.B, (1963), Ferber R. (1967},
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Friedman M, (1957), Duesanberry J.5. (1949),
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the transient companantnofincoma in aggregate time series in comparison with
cross section data, Comsequently, the ratio of the regression coefficient of
the latter data to the estimate of the leng-run marginal saving ratio may
give a measure of the ratio of the variance of the permanent income to the
variance of measured incometl6), The value of this ratio is compared with the
corresponding ratios derived by empirical stbdias.in advanced economies, like
the United Kingdom and the U.5.A, and furthermore a number of factors are no-

ticed to justify the differences thereof,

The goodness D% fit by use of the forementioned statistical methods
is. investigatsed in texms of standard errors of the regression coefficients,
coefficient of determinatign and time’pattern of residuals within the period
of observation and in terms of forecasting performance outside the period of
observation, Thus, the forecasting performance of the regressions of the real
per capita saving with real per capita income and last year!s consumption
is examined for the year 1969 in terms of ratio of the forecast to the ac-
tual value and of Theil's ceefficient U. In so far as the error of the fore-

cast is below 10 per cent, while the Theil's U is found to approzch zero, it

indicates a satisfactory forecasting performance of the estimates.

In view of the ambigﬁity of choice among alternative modern thsories
of saving, we have prccééded toward some consideration of a number of other
factors besides income and lagged consumption, in chapters VI and VII. The
concentration on these factors is not based.un p;imﬁ acceptance of any hy-
pothesis of saving from the so far statistical testing, but aims at further
investigation of the merits and dismerits of each of them, In addition, we
have the opportunity to investigate the contribution of certain special fac-
tops to the obseived increase in the proportion of personal income saved in

Greece during the period 1949-1968,

Section VI.1l concerns the influence of the restoration of relative

price stability in Greece since mid-fifties, Particular attention is given

(L6) This treatment is based on the relationship (3,10) of Friedman M, (1957
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ction of the total variance of income regarded as permanent is made by
use of a formula derived as a function of the parameters of the equation
determining pesrmanent income and the auto-correlation structure of the
income series (see appendix I1II),
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to the relatlonshlp between cﬁnsumer and - factor prices, the role af leCB
expectations and the possible presence of moderate money 1llu510n in the

form of not equal realization of the 1ncraase in prices as:the increase
1n maney 1ncnmes, Further stathflcal testlng is carried out with current per
capita ircome and the implicit leQE 1ndex of the péfsonal consumption ex-—
penditure as sepaiate variéblesw This testing aims at a comparison éf»the
astimates of the regression cée%fioiant af the current per capita income with
the corresponding one of the real per eapita personal disposable income, and
of the regfassion coefficient of the prica level with the constant intercept
of the saving-income relationship in real per capita terms, These results are
going to be related with the size of the direct indepandeht influence of the
changes in the consumer prices on real per capita saving, and the question
whether the strong inflation up to 1955 has been one of the most important
restraining factors of saving, The merits of the'monetarist'and the 'strué-
turalist® schools of inflation in Greece{lT) are exsamined with regard to the
special links of this‘caﬁntry with abroad, which hecome favourable to personal

saving particularly under conditions of relative price stability,

* The relationship of the changes in(tha price level with personal
saving in' Greece is further examined in terms of possible positive influence
of the restoration of relative price stability to the replenishment of the
lost real value of the %ﬂiquid assets!, Statistical testing is, however, dif-
ficult to give a Signifiﬁant regression coefficient of the real value of !'liquid
assets?, in view of a high intercorrelation Qf4ﬁhis series with incaﬁa and the
possibility that fliquid assets! are not a sééisfactory proxy of the consumer's
wealth, Nevertheless, simple transformation of the supposed relationship of
saving:with income and wealth into a relationship between saving, income change
and last yeé&'s saving enables indirect dexrivation of the parameier of wealth{(18),
The presence of bias because of in:orpoiatiun of the lagged endogeneous variable,

i.e, last year's saving, is checked by parallel application of the T.P.L.S5.method.
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(17) For the controversy hetween. the structuralist view of inflation in deve~
loping countries which is maintained by the United Nations (E,C.L,A,.) and
the so called monetarist schmdl maintained by the International Monstary
fFund,” see e,g.0liveira Campos R. (1961).
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(18) Extensive use of this kind of tranaformad relationship was made recently
. by Houthakker H,5. and Taylor [,D,(1966) in empirical testing for the U,S,A
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The assumption of & proportional relationship of wealth with lagged
consumption gives further the gpportunity to estimate indirectly the ‘wealth~
consumption ratio' in Greece, which is compared with the corresponding estimates
of this ratio for the United Kingdoﬁ and the U.S.A, carried out by Ball R.d.
and Drake P.S. (1964). The possibility of a higher wealth-consumption ratio in
Greece than in the U,K, and the U.3.A, is attributed to the present stage of
davalupﬁant of the Greek economy and the observed relatively low level of stocks

of major consumer durables per capita,

Expressing moreover the long-run saving-income ratio in a proportional
relatioméhip with the raié‘of growth of the real per capita income in accozdance
with fhe abave results, fécilitates the evaluation of the feasibility of the
target of Greece to. fulfill the gap of its per capita income with the E.E.C,
countries hy 1984 From the point of view of adequate supply mﬁghéving, i.e.
whether the supply of sgving becomss an iﬁportaht constraint té the realization

of this target,

In addition, the relationship‘qf saving with income chapge and lagged
saving is tested in aggregata’real terms. The goodness of fit of this rela-
tionship ~ in terms of standard errors of.the regression coefficients, standard
errors of estimate transformed into the same uariablé andrforécasting perfar-
mance forthe year 1969 - is compared with the éorrasponding one of the rela-
tionship in real per' capita terms, If the choice from the comparison between
the relationship in aggregates and in per capita temms .is difficult, it is
going to raise doubts about the significance of the influence of population

growth and of the merits of the life~cycle hypothesis of saving in Greece.

The possible relationship of persmnai saving with the rate of return
“on savings in Greece is ekamiﬁed in section VI,2.1 to the aXteﬁt that data
permit, Lack of a representative rate of return leads-to the use of the rate
of interest on savings deposits compared with the ihgraase in the consumex
price index invqualitative terms, The estimated real rate of interest seems
to be more closely associated with the ratio of the change in savings deposits
over income than with the ratio of persomnzl saving over incqme; This is attri-
buted-to a small inleEnce oftthe rate of interest!' on persoﬁél saving and in

part to the possible small representativeness of the savings deposits rate.

J.‘#/l ‘
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The divergence of the savings deposits rate end the rates of return
of four other main saving forms in Greece (namely bonds,, shares, gold sove-
reigns and housing) is. revealed by the available estimates of the average net
return of each of these saving forms during the period 1956-1965. The net
return is defined to include capital gains and.to exclude, capital lpsses-and
taxation of a typical’ individual, A rough estimate of the accumulated volume
af theée saving forms during the period 1956-1965 dees not show a particularly
close ielatiqnship withfthg vector Df.thé net returns of the same period.
émmng the factors responsible for this not -gérticuterly. close relation-
ship, the use of scattered information makes possible the variation of prices
during the same pericd in terms of coefficient of variation (ratio of the
standard deviation over the average). The so estimated veriation of prices
seems to help the inﬁérpratatiun,of the composition of saving by form d&ring
the period 1956u1965. In so far as price‘variétions in the'paét are related
with the subjectively estimated uncertainty by the Greek aévers; they seem to
be risk averters, This igs, however, hardly sufficient to sﬁow how exacﬁly the
decisions fto save and to dlstrlbute saving by form are in accordance thh the

theory of assets choice under conditions of uncar%alnty{JJ)

The question of the relevance Df the income distribution to the
saving function in éreecé is investigated in section VI.3. Insufficient break-
down of the income mf‘housgholds before taxes by ths natlunal accounts gives
limited information about the disfributimn of incama by source and by type of
recipient, More specifically, the breakdown of total income goes as far as the
farm and non-farm income for the whole period 1949-1968, while the income from
labour is given separately only for the period 1954 onwards, The latter is down-
ward biased because it does not include wages and salaries of hired lsbhour in
the rural country which is lumped into farm income, The pensions to the farmers
are excluded from the farm income and included into the income from wages’and
salaries of other sectors. In aadition, income from urban property and enterprene-
ourship is given in one number, though it is shared among all wealth owners in

a modern capitalistic state, These conditions raise certain reservations to the

e - s el

(19) For the recent developments of the relastionship of the theoxry of saving
with the theory of decision making under conditions of uncertainty see
Phelps S.E,(1967), Sandmo A. (1968), Uzawa H, (1968).
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observed reduction of the share of farm income, including transfers from abroad
and the parallel increase in the share of the income, from labour including

transfers from the govermment since 1954,

Statistical testing of personal saving with farm and non-farm income
igmmade after deflation by the implicit price index of the personal consumption

expenditure and adoption of certain simplifying assumptions about populationcza)

(21)

and taxation of income . These assumptions are examined through parallel
testing with aggregéte)personal disposable incomes and imcome of households
before taxes and by apprcpriafe cbmparison of the regression coefficients of
income, The statistical testing shows a relatively 'high marginal propensity to
save from farm income, similaxly tb'ampirical findings in advanced countries.
This finding is pointed out in the case of Greece in view of the rélatively low
per capita farm income and. the observed decline of the share of the famm incbme
to the total during the period 1949-1968, This phenomenon does not seem to be
solely attributed to the variability of the farm income in this country. Among
other favourable factors to farm saving are the low dssets-income ratio,-the
acceleration of the monetization in farming, the exemption of the farmars f%om

income tax duty and‘tﬁekaktension of .the services of the Postal Savings System

to the provincial country.

* Furthex cumbinétimn of the constant marginal propersity te save of
urban income groupad“by size dnichosscsection.datazand the comparable farm and
non~farm marginal propensities to save from. time series, suggests that this pro-
pensity may be fairly stable at different levels of income, Constancy of the
marginal(propensity to save by incomeusize consists of a source of increase in
thé.iﬁequality of the income bysize through time, Comparison of data on tax
records for the years 1957 and,lgﬁf in terms of coefficientﬁﬁf inaquality shows
only a moderate increase of the inequality of the income distribution by size
betwesn these years, After this increase the coefficient of inequality of the
income‘@istributiaﬁ in Gréaca is very closs to the one found for the United
Kingdmm‘and'lower than thé correspanding ones in other advanced countries, like

West Germany, Netherlands and Denmark. A similar comparison in terms of the

we have not available contincus data on the number of farmers and of urban
-residents to use them as separate deflators.

(21) Taxation on personal income was excluded from the personal disposable income

used in prior statistical testing, The problem that the data i i L~
bution are given before texes is simpligied in view of the fagg %Rgsm%hgligiio
af taxes on income gver income does pot increase fast dnd that farmers are

virtually exempted from taxation aon income.
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proportlon of income in the first threa quartiles puts Greece nearer ‘to the ad-
vanced than to less developed countrles, These cumparlsons,dm not permit us to
come to the conclusion.that the increase in the proportion of income saved in

Gréece‘dqring the péricd 1949-1968 is largely attributed to high inequality of

the income distribution by size in this cauntryﬁ'

. Section VI 4- points Dut thc main rharacterlstmu of the Greek taxation
aybtem whlch are relevantwto delng decisions, These hharactarlsmlcq Jnc]ude a parti-
cularly luw share of direct taxes on ihcome, low ratio of nel trans fers exc]udlng

(22}

sgeial security  contributiens to income and %89m¢ngly h¢gh tax evasion frum income -
tax., Greece also resembles to other lP s dbvelmpad cauntrlas in terms of ?bSEnCB

of capital galns tax or any property tax of regular nature, Prmparty is" taxed

only when it is transferrad” in: the form of gift, dowzy, inheritance or selling %
which is subject to a transaction tax, Minimum subsistenéelénd dependats! allowances
are coupled with separate taxation of the income. of wife and the forementioned
exemption of the incomas ofﬁférmefs\frmm tax obligation. Cuntributinns to social
securlty and life 1nsurdnca premiums are also exempted Frcm 1ncome tax and the

same happens with income from cartaln forms of saulng, such as savings deposits

and government bonds,

Chapter VII'prasénts the compositdon of population by age and'éther cha-
racteristic features of demographic and institutional nature relevant to the ob-
served increase in thanaavingnipcoma ratio ih:Graan. Section VII, 1 is cance;ned
with the main factors of the fall.in the rate of gfowth of population, namely the
fall in the rate éf births and the increase in nel emigration since lQSD,LThe Obm
served fall in the rate of bifths compaced with:other féctsrs, such aa’increase
inrthe rate‘af marriages, declinme in thé average size kafamily'amd increase
in the proportion of litéraiee, is treated as indicativa of family planning si~ ;
mlldr to the impetus oF famjly llmltatlon Aan the U K “and the U.S, A, tin the last ‘
century, This.impetus appears alongwith, Jn:rua%e in education and is assbciated

with sav1ng for this purpose espEClally of farm's families aiming- to impzove the

quality of the human. wealth.

-The increase. in the rate of emigration during the period under review
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consists of a part of a massive phbnumenun of papulatlon movemants EWay from

(22) Social security mﬁﬁ%&ﬁb&tﬁrsara»cunsidared in terms of a re-<distribution.
effect on income and of an influence on saving thereof., )
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vill%gés,.ﬂhich is a characteriééic of developing economies {section VIIL,2).
Urbanization!is examined in tarms of positive influence on the income and
saving of ths farmérs,and also as imitiating saving for accommodation of the
workarsAin tge tuwg$(23)$ Attentlon is also given ta the fact that the ohe-
served increase .in emigration from Greece in the post-war period has directed
mainly to countries of West Europe, rotably West Germany, in which emigrants
dmﬂnot'segm to plan to stay permanently. This is examined in terms of & pos-
sibleffelatian to the observed increase in the iémittances in the form of
transfers to the Greek households from abiroad (section IV.1), The. contact

of the emigrants Qﬁ_turopeam countries with domestic residents is further
considered as a factor qf-gpadual extension of the @éﬂ{ons%ratiﬁn effect?!

in Greece,

The chanqe in the cump081t10n of population by age is investigated in
sactlon VII 3, Particulax dLvelmpments are the fall in the proportion of
children under 14 years of age and “the nearly offsetting increase in the pro=
porflon of elderly over 65 years and the minor gain of the: worklng age group
(15~64 years). The falrly stable share of the worklng age group is considered
in terms of whether it is sufficient ta pr0v1§e an interpretation of the ine
crease in the saving ratio in accordance with a psrticular hypothesis of saving.
'This question is related tg certaiﬁ sﬁecial conditions in Sfeeca, namely the
fast ihcféase in the ‘female active population -~ which implies that the share
of the working age graﬁﬁrundarstatas the changé in active popuiation - the
increase in the share ufrthe age group of 40-64 years of agé in connection
with a wage structure strongly attached to the years of eﬁployment. These
coﬁditimns favour the formation of a life-cycle pattern of incomé, against
which there are other factors exerting a counterbalancing effect. Thé latter
group of factors includes the possible positive correlation of the family size
with ﬁha.ége of peak income, i.e, pefore retirement, because of late marriages
in Greece, the often continuation of certain income flow after retirement bhe-
cause of post-retirement jobs, and the possibility of considering childrents
éducation aslan garning asset at retirement. It is exemined to what extent -
the lafter group of factors preveﬁta the life-cycle vapiation of income in

Greece, It is also faced the question whether the assumption of constant

(23) The possibility that later relaxation of urbanization .and cempletion of
-accommodation of the.workers in the towns may exert a negative influence
on personal saving in the long-run is also considered in this context,
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consumption throughout life épplies to this developing country, Thus, the
variation of actual saving of groups of households with different composition in
number of adults and children is compared with the corresponding estimated
series of saving on tha assumpflon of constant Lonsumptlon and of dlfferent

weights to household members Uther than the head(24)

Section VII,.d pays attention to certain characteristic features of the.
value and kinship systém of Greece which are most relevant to saving decisions.
More specifically, it is examined thewe how joimt the family systam is and
whether it constitutes an important disincentive te work and to accumulation
of wealth through saWing&hﬂQﬁewpaasi&le exceptional cases where joint family
decisions are related to the accumulation of wealth, The aspects of the value
system which are examined as most relevant to saving decisiens in Graaca.aré
the social mobility and the virtual absence ofié system of social stratification
based on cast and the gradual extension of education as a means of social dis-
tinctiong- and prestige, especially Ey poar farmers and the expanded middle class

in towns,

(24) This consists of the only‘possible'treatmént of the tequivalent adult!
problem with the available data in Greece, See for this problem in Prais S.F,
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F Fisher M,R. (1956) and Kelley A.C. and Williamson J.G.- (1968),




PROBLEMS OF STAGE OF DEVELOPMENT

I1I. 1, Level of Saving

It is often maintai§g$ithat among the main features of the less developed
countries is the proportioﬁﬂgf their income which is sava&. This is of lower order
of magnitude than the usuaily found in the advanced countries and the cnmposition‘
of saving by form is also diffaiantgl). The question is whether there are any
special conditions in the less daveldpad countries at the same stage of development
as hreece, which differentiate the relative importance of the various factors

LJ

that determine the flow of saving and the fooms which it takes(2)

Certain qualifications are of course necessary in considering this kind
of gquestion, Thus, being aware of the dangers of generalizations, we have concluded
that a rough specification of the relevant conditions that differentiate the range
of sconomies in which Greece belongs would be fruitful for an analysis of saving
in a particular country. Such a specification is expected to be useful to a reader
who may be accustomed to the environment éf advanced countriss in going through
this thesis. More specifically, we éim at presenting thé most important aspects

of this study and the way some of the relevant problems are faced. In other words,

it is attempted here an attachment of the main modern hypotheses omn saving to the con=-

ditions that are prevailing in the less developed countries of intermediate stage
of development. We attribute of course emphasis to those characleristics which

were more pervasive in Greesce since the last World War,

(1) See Adler J. H. and Krishnaswamy K,5, (1964) Bauer P,T. and Yamey B.S. (1957),

‘Leibenstein H, (1957), Maddison A, (1970}, Sen A. (1970), Lewis W.,A. (1955).

(2) 1t is speculétihn whether the volume of saving in relation to income differs
so much or the composition of saving by form is mainly different among
advanced and less developed countries, See Firth B, and Yamey B.S. (1969).




‘ Wé are eﬁgéé@ﬁ ‘mnre prec1sely wzth a relatlvely.narrow ranga of eca~
nomies in which- Greece belmngs, namely, thOaB Wthh stand furthar from the
’ margln of 'subs;stence‘ rather than with acanomles of tha leMLthE agrarlan' -
type (3) Une may ruughly 1denilfy the former klnd of BCOanlES by saylng
thaL the™ tles ‘of: the famlly system are re]axed, s0. That klnshlp is. hot fur~
ther one of the most lmportant dlSlncentlves ta uave(4), in addltlon the
system Df saclal values is chdngad toward more matPrlallstlc nature, and the _
time- horlznn of thL savers ish pralmnged, whlch acta as a factmr raduclng the b
' r'tlme preference‘ and promotlng the 1nducemant to’ save(5) ThlS type of
chdngae along w1th the rise in pe;baplta 1ncome may llft up 1ts prmportluﬁ
saved fcr a glven raie Df growth of aggragate 1ncoma and of - populatloﬂ,
whith .are assuc1ated 1n a cause and effact fashlon w1th the fcremantloned

oo

Lnsleutlonal changea.

“hRelative 5ca;tity oﬁjﬁcaéiﬁal',ig Qémmnﬁiy"cunSiﬁéfgd'asrdﬁé 6frth$
characteiistic fea%uﬁes of écﬁnomiéélly:uhdeﬁdeveloped fégidne(ﬁ),'lt‘is also"
belaewed that POSSibllltlES for ralslng substantlally voluntary sanng are
llmlted by Lhe low level of. per Laplta lﬂCQmBgT), which 1mplles tha ‘well. known

vircious c1rcle mf pnverty* In addition lack of statlstlcal ddta 1n tha 18@5

{1 The notlon of subsxsfance levei seems. dublnus 1f ane- turns fram the phy-'
‘sical. nutrition: requlrements to consumption decision making, by individual
“human belngs, and suen ore s0. &8s time. passesg There are. 1nd1catlans Wthh

a may - shmw that the per aplta 1ncume is’ llkely ‘above the 5ub51stanca_ T

S level Jn many le elo ed cuuntrles, DnE'waa supposed to be:the Tl

islng pnpu> e , .

.spec1es when it. As, threaten to vanlshg Another lndlratlcn mlght be that a wlm
de range of gaods 1n less develupad countries may ‘be, held as savings, .
"thuugh ‘a saph;stlcated webtarn observer mlght be temptéd.to charactarlzs. o
them as consumptlon (egg. blankats, .gold ox 51lver bracelets,: zinc wash
:’ballers, raw graln, -or cooked maals). They are in part used as wmrklng capl—
" tal, for payrients af wmrkers engagad in capltdl formation- by the owner oz

ot

“‘sometlmes they are; bmxrawad, qea Flrth R, and Yamey BaSa (1969)

(4) AS it may yet he for lnstance in countr155 of Asia and Afrlca,>'
(5) “For the possible relatlanshlp of ttime. pxeference' thh ﬁex caplta incnme
- d@nd.. !rlvlllzatlun' ses Harrxod RyF. (1948),.° e s ; x

-n.n..u—»-...——.——-—-

‘(6) It has heen so “maintained that“the central- problem of* econumlc developmant
'~ is to converi:the economy: from the gne of saying and anEatlﬂi or 5 percent of
its.- natlonal ;ncnme to; save abaut 12 4o 15 percent DF nationa lncome oxr morEA

See Lewis W “(1958), : . RN

——-.--n-mm——.—.—

.LT)KTherEfDre, 4t is 1nfexed ‘the ratlm Df doma tlc saVLng to income can; rise sub~
.. stantially: Dnly ‘by.. gavsrnment taxation and/or by inflatien; the influence of .

. " ~the lattel is.-in fact’subject to tha’mathematlcal form Df %he sav1ng functlcna
- See” Unlted Natlan ECAFE 11)64) Sy - .

, L
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dLveloped countries - and the «view that we are stlll to get more knowledge
on savlng behavmmur in advanced countrlas - have a negative effect on a
thnrough s%udy of the saving function in the fnrmer countries, Lertain qua;
lifications were made, hqwevex,;dn the publications related to the problems
of aconomi;‘deve@mpm@nt, which deserve an attemp£?§;stematise here.

The view about a clnse ralatlonshlp batwuen the low level of savnnq
and the nercapita 1ncawe in less developed countrles sths on a partlcular
hypnthBSls of savlng, namely the "absolUte income hypmth951s", as is now
Known the Keynasian approabh to consumption and savxng(s) In faétv'it is
a further more, restricted verb¢on of that hypothesis whlch is relevant to
that relatlcnshlp. Thus, it is fIEquently dlleged that inpcome is, as ‘a rule,

less equally dlstrlbuiad in less daveloped countries than in most ‘advédnced

\-Dneq$ it is 0bv1ous that lf the absolute lncame hypatheszs appllES and the

static savmng—1ncpme relat;mnshlp is lingar and nnn-propurtlmnal,the income
distributian by size is irrelevant to the'size of the saving—incomevratio.

If,-on the contrary, that relatmunshlp is nmn—llnear, the lFSS equal thse dlS~

trlbutlun of lncome the hlgher will be the sav;ng~1ncame ratlag If the latter

athematlcal form of the sav1ng—1ncoma relatlnnshlp prevalls in uha less de-

velopad countrles and their income- is less equally dlstrlbuted than in advancad

ones, the saving-income xatio in the furmer CUUﬂtrlBu mlght have” been more.

comparable with the one.of the latter countrlasg

Howéver even in that case thare is a dlfflculhy with the forementlaned
pmtentlal advantage Df the less deualoped countrles, Thla is attrlbuted to
tha fact that the hlgheat individual 1ncomes in. the’ less’ davelOped cnuntrlas
are received from land and houae rants, Inaqual;ty in Quch countrles arlSlng
out Uf relatively high- rental 1ncumes seems to lead to CDHSplCDuS cnnsumptlnn,
haaxdang Lipary houslng, manuments, etc,(9) in so far as thlngs happen, that

way, the behaviour. of the aavlngmlncome ratio depends haav1ly on tha definition

'atbached to the cnncept of sav1ng,(n1whlch we come back later one If a hrmad

dBleltlDQ’Df sav1ng 1s,adoptedatha size of savlng may not be toop low, as

(8) bee Keynas J M, (1936)

;;, Kindlsbémger'ﬁ,ﬁ, {1958),
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}1 sav1nq lS channelled tnwaxd less 'productlve‘ fcrms of 1nvestment BXpendltura,;
.It has 50 been malntalned that more aqual dlstrlbutlon of, mncoma by 51ze ,

in underdeveloped countrles mlght result in-a mare rapld rate Df capltal accumu]aw
tion 1W the gﬁhter equality were achleved at Lhe axpanse of rentu and Ain favmur

of largax shdxﬁ Lo ownera Df pruductlve capxbal squlpmant(mJ

A further pDSltmve 1nterpretatzan Df the behav;our of the rentlers
 in less developed countrles im given by a’ Suggested vexsion of the ”relatlve in- "

(‘I'I)

come hypoth681s‘ by Nurkse fml 1nhernat10nal cmmparlaons Accordlng tu Nurkve,
the pmsslble low 51ze of “the eavlng—lncnme ratlo in less developad countrles ’
of the" present time is largely attrlbuted to the :ontact W1th the currant stan~
dards. Df llVlﬂg w1th adVanced countrles, WhLCh operates in . the fDrm of an 1nterm5
natlonal 'dammnstratlon effect‘ “This view Gan ‘lead to. pass MJ%tlc prospects am
“bout the longnrun savxng—lncome ratio ln less davulmde countrles, in so far as‘

the terms- Df trade change aga¢nst tham and the gap Df themr ercaplta lncame"

from fhalk af advanced economles widens .

However; the view: uf Nurk&a prsquppoqu flrst Df all that a wurld
sav1ngufunutlmn exlsts, and that 1b has a. Spec1rled1hrm Whlch ‘does hnt change
'anyhmwﬁ: t seams TPIE raallstlc to say that the duvelopment process involves'
changes in the whale® sysbem of values and o JnStltutanS, Wthh may make Jml“
tation ‘in cnnsumpt;un standardo stronger and- strongez by facllltatlng the spreadlng of th
demonstratlon effect{l?). Naverthalass, ﬁhat spread;ng does nDt lead necassarlly
.to a raductlan of the saVLng~1ncome rat10 in lass develnped nountrmes, Thus, it
may be altg;natlvely;‘aasumed~that thgylnequallﬁy of income ampqg natlans results

MR

st o e s 2 e e

(IO) See Lew1s WaA, (1955} The Eambrxdge~Eng1and Schonl has fnrther suggested

’requxradf amount of savxng, prmV1ded that the maxglnal prapens;ty to .
save out of pxofmts accmuad to. ‘capltallsts’ exceeds the one out of
wages , salaries and: prnperty income of. the tworkers'. See Roblnson Je
~ (1965), Pasinetti L. (1961)
(11) See Nurkse R, (1953)

R

(12) Particular, 1nfluenca eo may- come frmm +he 1mpr0vemant in transpurt and -

T communlcabxan, tourlsm, emigration, etcs,.through improvement of the con- _
tact between dlfferent consumptlon standards, Before that stage the inter- . - |
national demonstration effect is relevant only to residents of ports - ‘ i
or for81gn educated, See Johnsen W, and Chu J,S_Yﬂ (1968) ..
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~1nduce additional productlve effurt

ar.

16 a largar sévingmlncama ratla in® low income cauntrles, because they are .

awaye thdt this 15 “the best way to” catch up with hlgh income countrles(la)
Moreover it was-malntalned that the 1nternahlonal dsmnnstratlnn effect may
modlfy the workm131zur8\pattern in less” deuelaped CDuntILESq More sp801f1ca11y,
increase in the contact thh con&umer goods ox fixed assets wh;ch attach presflge
to th81r Owner, Lreates ‘a taﬁgeL ofa hlgher level of consumption whlch may

(14). ThlS by itself makes consumption
somewhat ¢ndepend?mt of 1ncome§ rathexr than the opposite way of cau&atlon

ﬁ_ .

whxch assume then emplvloal studies on tha subJec+(15)

If changes in the age structure are relatlvaly sbrong in a partlcular
caunLry and era, the fllfe cycle hypothesis cf saving? may raise 1ts share

in intérpretihﬁ”g the behavlour'of the saVInghlncome ratln&16 . It has tD

" be pointed nut that Jn s far as” demographlc structure is def:ned to 1nclude

“the ﬁown structure of a country, the pUSSLbﬂlty of" vast. populatlnn movements

makes hard the assumptlan of that hypoth851s abaut ngan 'tha preference!
and 'tastes' Lhrnughout llfe bo apply, Thus,‘pnpulatlon movcmants, being
V1Itually 1nseparable frcm the change in the system of valueu, may Gons tltuta

a facLor of 4 change% in.a caunfry 'S comp051tlon of pnpuiatlmn by age, tﬁfough

their 1nfluence on tha rata Df fertlllty and mortﬁllt it~

L 400N

at VdIlOUS ages .

and the ratP Qf L?mlgratlon(lT) In addltlan, the rata af growth of actlve
prulatlnn and of the level of emplayment may nDt be in a 51mpla relatzonshlp

with the rate of blrths and with tha growth of the total prulatlon, becausa

‘of backwardnessTmf thg aduca@lon systam ax(not approprlate(grlentatlon af 1t3

(13) Thie conclusion was dIaWn by Brutnn Hid. (1 955)13
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(14) In tha x85pact the affort of ralslng the llVlng standard stimulates

e ik e e e g ey

- and Yamey BiSe (1950)a - .

{15) This way of causatlan results in the need Df\aSSDClatan Df sav1ng‘w1th

- ..consumptlon besides income, See Suits D, _(1963), Ackley G, (1961)
Though as’ PrUfESSDanUltS malntazﬁg %Egmdependencg-a?nzaasme on consumption
‘may be relatively hlgh in advanced ECDanLES, there are not a priori reasons

to reject this kind. of IElatan$hlP in a developlng countryg

.(16) For this hypothesis see pspecially- ‘Modigliani F. _and Brumberg R. {1954),

(17) It is recognized that the rate.of emigration is. in part affected by cundl—
. fions of. the demand for’ labour in the amlgrant recipient coantries, Anyway,
«the life cycle ver51on of . the so~called’ noxmal hypothesis of savmng (See
'FaTEﬁlM N (1959))may Joose somu of its. lmportance under conditions of a small
'dECEiEEZEE cauntry Wthh has strong links with ‘ahroad; Emlnratlon per se,
for 1nstance, raises the per capltal income andisaving, while it’ may have

,vaxlous shnrtmrun and’ longurun lmpllcat”ons tm economic growth and to-the ,




gn&:timﬁ maqﬁiraﬂ“fqi the new‘bérn tg %ail into the léSoQE fdrce, Thése
éifbuﬁétanca% mag“divért from the s%hpli%§iﬁa“:aasumpt10n of the ilfB~
.. cycle hypothas;s of sav;ng, that the rate of qrmwth Df pnpulatxmn ~1-‘31
alnngwath the output per man -~ and th31r sum belng approx:mately the
rate af growth of aggragate income - sufflcmently 1nterpr&tsthe long—
Crun sav1ng—1ncome ratlo, It seems rather requlred to anPStlgatE, +o '
the ext9nt thai data permlt tha varlous cumponants uf ‘the grawth of
’ populatlon alongumth its cump051t10n by -age, in view af the llkellhood ,

That the pattern of” these changes differs by countrysand era. {183

In lBSu daveloped cmuntrle ln partlcular, income earnlngs .may be

strcngly attdched tojige s0 that the peak 1ncome is succe&dcd at the

) lata worklng age and: ecllnes ‘thereafter, FamllJ 51ze mdy also be cnxra-
:latad W1th aae and raaches 1ts peak at mlddle age derllnlng thpreafter,i
;as chlldran establlsh 1ndependent hcusaholds, Thus the avarage prapens;ty
ﬁto save tends to ba hlgher when the haad .of the famlly 15 young or ap~'
o proachlng metlmnment4 Nevartheless the llfa— ycle consumpblan pdttern ;1%
_émay be - affucted 1n an envmronmant uf axtsnded Famlly systems by the p0551bls
treatmant of’ chlldren as the ‘means fcr accumulat:ng futura productxve(
Parnlng asaeLs Wthh satlsfy 1ncome requirements ‘at retlrement(lﬁa) -
=z ”tThe fcrementluned p0551bla extentlon éf‘the demonstratlon effect 1n less
developsd cnuntrles 15 Dn the mthcr hand mora -1ikely - hm affect the ' con- .
sumptlon pattern of younger huusehalders rather than the- elderly who are
o USEd to the tradltlonal way. of: llfe. In addltlun the ayerdge sav;ngwlncmma

‘ ratlo may not’ fal] after retlremant fast, lnsmfar as tha Bldsrly under«‘z—

. take past~ratlrement gobs,

Educatlon and/oi extens;on of. the damonstraﬁlon effect aﬂd the

‘klnshlp system are sume of the factars Wthh may 1nfluence}‘taates‘ batween

p— 1

HES

(lB) SBB B, Qg_ izen gg W& (J961)

(lBa) Thera has” been lJttle attempt to apply the llfe~cycla sav;ng L
'formulatlon 1n such condltlens or in a smtuatlon af uncartalnty '

"regﬂrdlng earnlnga and+ llFa span. bE,:KalJQyA Ca and Wllllamsun
Js Gy (1968), e xy :

s e .-..-q-n .
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,cmnsumptlon and " saVLng throughuut llfe, which are assumed stabla by tha
”llfa-cycle hypath881s nf saving, The separate 1nfluenca of ‘eachs of these

factors and tha«nat ;nflugp;e of them differ of course by-country and BXa,

Dn tha 6th$f hand,:it_ié th‘SQbstitutimh“of %@fansitpry‘_fﬁr !per-
'Vménent' cbmpnneht of iﬁcbma Whiéh sufficfently infeipreﬁs the ri§e in
- the saving-income ratio in developlng cuuntrles, Frledman mdlnt31nad(19)
:It 15,'mf course, hard ‘o test this hypothesms ESPEClally in’ devalopnng -
countrles in- VlEW of the iack of chSSnsectlun data” on consumer flnances
:'and txme sarles data fur a lmng pBIlDd as a rule in tham.countrlea. At
'thls stage one may raise some rasarvatlons on “the forementlened generallmv

zation of Professor Frledmana Thus, if a developing ecunomy has condltlons

"_ of steadlly hlgh taMLffprotactlon, thane may be daubts abuut a s;gnlflcant .;1
:_rnse in, the share of the transitory . campmnent af lncuma -as per cap;ta 1nn‘

fcome ‘grows. up* Even more so, to- the axtent that acmnamla developmant remj. N i

V.ducPs the VDlHtllE fluctuatlons in dmmestlc pruductlon and incomes aﬁd-

flnmrnases lnsuranca agalnst varlous CDntlngEnClES, this.’ dlsm happpn&,~,

i Prufasaor Frledman had actually dlscounted thls klnd of raservatlons
by acceptlng that - devalopment pracass may also be accmmpanled by rise in
k the permanent ccmpcnent uf lncoma, He aald that in this caae there 15 an . \ %
' chsettlng pasxtlve 1nfluenca on:the maasured saVLng—lncmme Iatlo frDm the :
71ncreased rate Df return on dnmestlc capltal (whlch is one of “the factors
A that determlne the proportlonallty ratlo k}ZU) The questlon for us is
whather the ILSE in the sav1ng~1ncmma ratio under such clrcunstancas is: - ‘ 1
not- malnly ‘the result of ;ncraase 1n the raal rata of’ xaturn on savmng “but
is attrlhutad to possmble changes im the demngraphlc structure ar changaé E
,of SDClDnglCal and cultural natura, or prOVlSlOH for he;xs4 Factoxs of de-
mographlc or SOBlOnglGal nature affect thL expectad lncmme,'ds Frledman 5
1mplles, and in addltlmn arB in an 1ntexplay w1th changes in the value systam

and 1n tastes, as lL was notlcad alreadJ*

1”3(19) See Frledman My (1957) 4

--....—.....—-..-.....

W:(ZD) txcept if the grawth has® extexnal stlmulus that gives llttle or no
role to damestlc capltal, in: whlch case there may.be no offset and
the saV1ng{ ratio - may fall. See Friedman - M. (1957) p. 234,

—.-u--—----..-.m.m
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A The posslble rise of the sav1ng lncome ratio in develeplng econonies
takes of -course place aJanW1th changee in the dletllbutmun of income by
v51ze, by sSpurce or by type of rec1p1ent We have seen already that the
distribution of lncume by size- 15 irrelevant to the level of the average
savlngnlncome ratlo of a community in a partlcular perlod uf tlme, if the

marginal savwng~lncmme ratio is the~same in all levels of income, Constancy
of the marginal propen31ty to eave daes not prevent Yricht to .get-richer
and 'pmer‘tm get poorer, prov1ded that hlgh measured income is 1dent1f1ed
with the- rich and low measured 1ncome Wlth the poor, Thlq melles that
insofar as the ebeolute 1neeme hprihESle applles, ihere WJll be Beterle

‘perlbus a ltendency ef the 1nequallty Jn Adncome dlstrlbutlon by size to 1nn;

cxeese through tlme¢

nTo the extent»that there is nq-tendency for inequality of income to
increaee}’this may not be in favour of the abeelutefinceme hypothesis.

It wae’euggested by Friedman (1957) that inequality of ineeme %ae to be
.cens;dered W1th regard to income aver a large fraction of the human life,
namely w1th expected rather than measured 1ncome. In accnrdance with this
v;ew, the negatlve eav1ng at low measured 1ncome reflects the fact that
meaeured 1nc0me is not a valld lndex of wealth and af . expected 1ncmme, It
1mplles that’ lnequallty of Dbserved income overetetee aubstantlelly the
1nequal¢ty of permanent lncume and - 13 not 1nd1net1ve of W1den1ng the gap bet~3-

'waen the Ilrh and. the poor over longer perlodsiof tlme,‘

The p0531ble hlgh 1nequa11ty in the: dlstrlbutlon of observed income
. by size in underdeveloped eountrles is dttrlbufable by Frledman to diffe- o
rences 1n permanent 1ncome sfatue, which has no effect on the saVLngwlncome
ratlo. Hletorlcally the pruoess of development tends to produce a smallexr
degree of 1nequa11ty in measured income and to: substltute 1nequallty arlslng

,from tran51tory fectors for 1nequa11t1es of permanent income: statue(Zl)*

We make here the further'specificétiun that whethef the'fall in
.1nequallty ln measured income is accompanled by SufflCant substltutlen
of 1nequellty Df traneltory for permanent income stetue, depends on. the
“type DF the process af BCDanlC development, Developlng eoonomles of this

-century may have quite dlfferent CDHdlthnS in terms of 1nternatlenel and

A(Z;) See EEESETEE_Mi16;957)’P'"235; .

i
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- domestic cdmpetitionApdmpared wifh fhe today adVanced counﬁriés durinQ,£HB
‘iperlnd of th31r 1ndustrnallzatlon, Government 1ntervenb10n in-the form af
prutectlon and preventlon tu tha ‘freedom of entxy? in developlng ecunamles,
nf taday may act -~ aparh from 1ts 1nfluence on the rate of economic, deve—

lopmant - aga:nst the foramentloned substltutimnu of transmtory for; per—

manent lncome.

The last ﬁodifipatiph pf ppe Friedman's positianris diffirult-to

ascertaln, in view of the lack af data on the distribution. of permanent
'and tran51tory JnCDmES, whether or not ﬁhaJr totals can he quBWhat esti-
mated, Frledman malnialned on thP other hand that The determlnants of the
.”perDItanal1ty ratlo betwaen permanent 1ncame and consumpt:nn are nat
independent aﬁrfhe size dlstrlbutlpn of income. Those factorsllnclude age;
L;SIZF af famnly, educatlan .and the ratlm Df nonnhuman wealth to dncome, True,
_thhe 1ntardepundcnce between these varlables and the dlstrlbutlon cf income
may cancel out to. some extent in aggregatas (22) Huwever, they may - fullow
‘fpatterns mf chdnge in develuplng cmuntrles Wthh make that lnterdepandence

not ﬁ? qultaﬁﬂ’secpndary importance,

»It is ihferfed that the passjbIE“%endency of the inéome inaquaii}y'
to reduca 1n deuelcplng countries may be: not qu1te 1ndepandent of fépﬁors

-of smc1al cultural and demographlc natura bacause uf the SlZB of ﬁheirj

o Changes, Thls klnd Df changes constltutae ln fact any 1ntegral part Df the

develppment pracess, mpre certalnly S0 than the possible fall in tha ine-
quallty of dlstrlbutlon 1ncome, Under these circumstances 1nvestlgat10n

of thlu kJnd of factors may ‘be espa01ally usaful in lnterpretlng the. in-
come distribution and its pUssmble 1nfluencs on the sav1ng»lncome rat10.

It may lead to doubts about ‘the view that the dlsav1ng at- low lncnme levels
is. due solely or malnly to the hlgher permanent Lhan maasured income,

Thas v1ew dmas nut seam to attrlbute sufflclant 1mportanca tn phy51cal

needs and to 1nstltut10nal and value system and of eultural changes.;~

i Dtherw1sa stated that klnd of Lnstltutlonal chanqaa datermnne the
,'Speed nf adgustmen% cf consumptlon 0 the rate of growth of 1ncnme in de—
.velpplng counirles. If thls adJustment is’ not complete W1th1n thP perlod

af abservatlon the flow of sav1ng is. closely related to tha rate of. growth

et o - ——

(22) SBe Frledman M (1951% p.19.: L ey p?}; , _ﬁu;: A :f .

....m-.u._.."-.———-—
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of output,’ Low rates nF sav1ng ars so buth the. cause and the effect of. Low
rates of growth of real lncume in leS devalﬂped countries, and high rates Df

'sav1ng are an lntegral part of self—sustamnlng grmwth(za) N

The'éssociation’of the institutional facturs with thevlags;o% the
éonsﬁmﬁtipn akpénditdre“haswanéth;f implicatimn for a‘xalavgnt‘s£qdy in
a less dé;alogadTCcunfry, Thus, bacaﬁse of small Sampleaéize or errors of
‘measurement of availablagdété infsgch-é countxry, exact estiméfidh of thé
'speed‘df adjustﬁéﬁ@,ofvconsumption ﬁd’bhanging attribﬁtgajméy,béiextman

mely‘difficuits‘HDWevér useful furthér ingight dinto the pxbblemﬁof *imre~.

ver51blllty' and ‘aaymmetry‘ Df the cansumptlanmlncome relatlonuhlp can

,'be nbtalned by a fhuraugh qualltatlve analy51s Df 1nst1tutlonal and demo«

graphlc fdctnrq “of sav:ng, o - . ",!

(23) See Baii R aﬁd Drake P,~(1964), p,-TD; :

e




11, 2, Composition of §abing by “Form

‘ As a'émint of depafturé it may be. ﬁo%ibad héfE'that‘thé cbmbusiiion
mf‘éaﬁingﬁbyfform ié related w1th the vmluma Df saving in ‘terms mf the
+heury of - lnvestment crlterla mf gconomic deve]apment(24) “Wer may refsr here -
ﬁﬂ§ one of +he most relevant of these rrltarla for our quLstlcn, namely the'
crlterlcn “of the 'marlmum per Caplta relnvastmant quot;ant’ This crlterlun
@iﬂeSses on a comp051t10n mf 1nvestmanL expendltura that max1mlzes the Adncre~
‘mantal ratio: of ‘capltal' tn 'labuur‘, say C/L, as a fautor Df lnCrEaSB Df
the output per workar (say D/L0(35) Mura specxflcally thxs crlterlon sug~'
' BOﬁs, contracxy to what is. cmmmgnly belaned thaf 1nVastment in hDUblﬂg
and cummunlty lnfrastructura can affect tuwards reducing thL rate of populén
“tlon 1ncrease-chaefly the mortallty rate and. sacondarlly the fertlllty rate~
namely the denumlnator L it will alsa help An creaLlng the env1ronment w1th1n
which . the ‘quallty' cf tha factor of - productlon 'labuur' wmll be 1mprnved, s0

that prnduct1v1ty and per caplta savlng wlll rlse,

In- assence, th:h crlterlan strasses on the p0551bllltlas of automatlc
1ncrease in voluntary sav;ng in' less develupad cauntrles thrcugh certaln com~
. pualtlmn of 1nvestm8nt expendlturs and wlthout ‘need fcr resort 1nto dev1ces
of fﬁrced nature, llke taxatlon and/or lnflatlonm
In the type of aconomlas weare . ¢nterestad in the savers- have largely

stmppad ta bP identified ‘with- tha 1nvestor5 in flxed rapltal, a8 it is the

c*ase 1r1 agram‘lan ECD\'\DmlES(26)

(24) For a survay aflfhe ihﬁéétment criterié see United Natimné; ECAFﬁﬁ (1964),
“(25) It was .more sp801flcally objected that the capital turnuver and the ‘
‘social marginal productLVlty critexrion. emphasdze on the 1ncremanﬁloutput-
capital ratio (say 0/C) and overlook that its long~run rise may be  fol--
Yowed by a correspondlng fall in the capltal labour ratla (C/L) which f

Zgrleaves unaffected the pey&ap:ta Gutput., .
‘See Galanson W, and Lelbanst31n H* (1957J,P,:350

e e e

(26} It has been suggested that sav1ng Dut of" wagas, salarles and pensant
' intomes’ is. affectedty the ava1lablllty af savings 1nst1tutlmns -and 3
the crgan17at10n of the capital mamkat, ‘See Lewis Wy, An;(1955) Wage" _
and SGlary BEIMETS May flnd that mutlets fox 553;56“535 severely rea—.;: T
trlcted .thus produalng reldtlvely “low marglnal and;avarage saving -

rates “for this clasﬁ. SBB Kellay A C, and : Wllllamsfl;J,G,zglgﬁﬂ)
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| bav1ng in tha form of- non—bu51n855 Jnventcrles of fDDdSbuffb, othar
prlmary products and pIEClGUS matals gradually ]cseh ohare 1n favuur of

saving”in flnanC1al furms(?Y) This takas place in th@ fnrm of 1ncrease

f”ln tha degrea of fmonetlzatién‘ af the aconomy and flnan01al 1ntexm3m

. dldtlan, whlch Vlrtuaily reduce savlng in klnd ta fdrm lnvenkorlas and to

fha owner--cmnsbruc:bed'h0u51ngq Thus, haldlng of 1nventorles in axcass mf
ha nmrmal PdeUCtLDn and currenh cmnsumptlon requlremants is shlfted to
created flnanClal ’assets'(z ?, whlch have more attractlve terms for the

savars, due to th61r Specmflc charaoter;stlcs of ‘safaty‘ tllquldlty"and

'yluld‘ of moncy 1ncome and/cr raal saerces,(zg)

Increase in the propcrtlon GF saylng held in Fln&ncmal form in

developlng BCODDMLPS “has been attemptpd to be snawn melrlcally aa a chawv

Lee

racterlatlc faature Df tha procaas mf acanomlc davelopment(au) These at-

>tempts are conalstant w1th the Gurley ‘and Shaw the51s (l968 that flﬂBnClal

:vgrowﬁh stlmulateq the flow of savlng, whlch is convenlently attributed to
- an Drdlnary '1ncome effect' and a 'substmtutlon effect?, Thus, as: thp new
sav1ngs Forms' have a hlgher yleld luwer rlsk and ather d851rable chaw

74a

’rdcterlstlcs, Lhe

eturn Dn savlng, namaly the exchange ratla between

%current and future’consumpblon, rlses, ThlS substxtutlon effecf Wlll ..... 'f

(27) Tha 1ndlcated change can be thought Df as.a, bend«llke one w1th vmm o
Clatile: snmetlmes varlatlons dependlng on- the rate of current. lﬂfla"

- tion: ‘aind of the expected: fall in-the value of *money! -gnd ' of sav1ngs
in the form of - constant currency Values~ ‘the rate of flnanc1dl 1n~

novatlon etc*ﬂ' s -

v

(28) The term fasset! has accepted much dlSCuﬁSlOn in the l;terature 80,
‘that its definition to be especially dlfflcult, Here assets are
ldentlfled as fornﬁuf sav1ngs,~' b

(29) Anathar relevant questlo? in a long~run analy81s uf qavlng by form -~

s whether the new foxmg savlngs and- the devalnpment ‘of the flnﬂnClal

sector was- the result of “a market raspunse “to the démand for corres~‘*
ponding SBerCES by the savers or. as’a. supply leading. form of, finan~

- eial develapment or, more llkely fox developing cauntrles of taday, of
govarnment 1ntervent10n and+ plannlng, For a8 dlSCHSSan in- these llnes

5
i
i
]
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waltarnatlves prands

v so tu say that llfe lnsuranee 15 as & rulc ln thls type af uountrles

savlng dﬂd to the lnterndl

: ‘ment uf the capltal markat broadly dEflan
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he offset by- the lncome effact Wthh dEerBS from the rlaa 1n income aftar
turnlng to savlng furms nf hlghar ylald, Tt seems llkely thdt the income

L

Pffact w111 be outwelghtsd by the substltutlon effect in favour of aavlng

lﬂ the, lmngnrun,'a% targets are Ialqu and the hnr:zun of cuncalvable_ﬁ .

In’ addltlon, there is the charactwrlqtlc uf tassets? Lo be- Only ime

o perfect substltutes earh ather, Thls constltutes ~first: ‘of all & factor

prnmotlng tha flow of ‘saving eapeclally 1n daveloplng CDUntIlES.NEBdlEQS

na/means transformed tD cash by selllng 1t -in - tha case of 'a ralnlng day ,
and that stocks, hDUSlﬁg and other durables may requ;ra “too long-# tmme

to be suld at acceptable to the owner prlce, apart from p0951ble relatln‘

'ﬁvely‘hlgh bransactlon casts and - 1nconvenlenca, becauqe of b?ckwardness Df

the reéala marketq or stamp dutlas lnfroduced by guvernments.

The backwardness of-the sacial’éecurity systems and Df the imper—J'

fectlons Df the ‘caplfal markets' add ho the favourable factors of personal

%buslness 1nvastment flnanca 1n “the. dave]oplng

W

' ecmnomles we are 1nteres+ed 1n (32) pg smcmal spcurlty and llfa 1nsuranca

expand and fanlly securlty arrangaments are relaxed th& fhump‘ savmngm an
axpressson 1ntrmduced by SlI Ray Harrod (1948) ~7changas forms A favuur

of cmntractual Qav1ng and may,though not necessarlly,prumate the . develop—

Fartlcularly, guvernment contrnl on Lhe composxt;un nf tha pnrtfollu

ﬂof socxa] securlty fund& and of llfe 1nsurance CDmpaﬂlBS in the purpuse of

) combatxng 1nflatlmn in, develnplng ecanomlas, ‘may become an obstacla to the

(33),

expansxon Df non-bank forms’ af debt 1nstrumants and sav1ngs t adds

dlfflcultlas to tha appllaatlcniof the leErSlflCatlDﬂ rqla by the savars—
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Given the.lavel'and the rafa of growth of ﬁar capité'ingumé and the
relafive yields DfAfinanciai forns ofpsavings, the sharé 0f finaﬁciai saving
to the total may be not the. ’d551red' one. - nanely the one which corresponds
to the saver's attributes and tastes - in a:given perlmd of tlne. The finan-
c;alrsaV1ng at hand may be;planned to be used-in part’for downpaymgnts to .
buy tangible SEvihgs’furms when the minimun amount of the former islﬁompleu
ted, Saving for this purpose may take serious dimensions in .developing na-
tioﬁs'prnvided that the'individuals Have given priority to durables-in theixr- -
’ plannlng to 1mprove the- standard of living: w;th later adjustment in the gua-
lity af food and perscnal SBIVlCES(34) Consequently, the stack of financial
savings -outstanding 1n a glven instant of time wmay be in part the result of:

theldisequitibrium?® of the capital account of the savers(35)‘

~ This indicates a disequilibrium process in the accumulatiun of wealth,
which in turnlinvolves some rather special problems for the type of economies
we are interested in. %Qr one thing it adds to the difficultieg of-specifying’
and quantifying the relationship of 'the rate of interast}‘with the proportion
of income tﬁat is‘séVed'becausa of the possible nbn-margiﬁal'size nf:that
.diséquilibfium, given indivisibilities, market frictions, e#c,,More speECci-
fically, excéptionaily‘higﬁ rate of accumulafimn nf'financiai saving can be
in paﬁt“tha result of .a nise in the»'feal; rate of return out of it - namely
after daflatlun by tha fall in the value of 'muney‘ in the pBIlDd under con-

sideration - or of a rise in the degraa of monetlzatlon of the economy, deflned

(34) That . ordering- of prlDIltlES may be due to an extension of the’ ‘demonstra—
txon effect, which can favour modern durables liks cars, TV sets,- cookers,
washlng machines and furniture, Alternatively it may be attrlbutad to
other factoxs,llka the increase in the proportion of Female actlve popL~
lat:u:m,'Eﬁ:c.r ’

(35) The texm ’dlsequlllbrlum‘ is here referred to the- comp051tlnn of savings
by form, given tastes, relative yields, Btc,, though it.is present in this
case alonggithic: less than desited amount of wealth, which consists of
one of the causes to saving, Usually positive saving, being the result
of divergence between actual and . desiped total TEesouLCes,. brings about
changes- in the composition of the balance sheet, so’ that both its volume.

* and composition are changed simultaneously, Hence the flow aspect of ther
;‘voluma and comp051t10n of saving by form, has to be studlad camprehen51VPly

oo ek v

- of the dec1510n about tha fluw af sav1ng from the one about the form in.
_whlch savxng is allocatsd is usefuls partlculartly for acadamlc purposes.
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as the propoxrtion af‘thefgrqss dpmestic‘proddct that passes -through the market,

to  the extent it .reguires transaétinn balances,

A part of the possibly incraa;ed-sha;a of financ;ai saving:ﬁan‘furm
ther be the iasult ofidisaqUilibrium in thé capité% accduamm df-the'hdusaw.
hold sector, associated with the fmrementioned capital market iméerfectiuhs
and the 1ndlv151b111ty of consumer durables, To the extent that ﬁhns is the
caise of “the rise in the proportion of perbunal income that is held in fi-
nancial form in a particular period of time (which is treated by natimnal‘ac;
“counting asﬂhaﬁsehol&isaving) ithmaj’heffallmwéd by an exceptionally high dis-—

(36) . Thus, given the urdinary definitimn of

savihg in later périods of £ima
saV1ng 4o exclude axpendmture fnr purchasa af new consumer, durable’ ‘commodities,
the possible dlsproportlonal rise of the former fnr dmwnpayments to be accu-
mulated will be counted as a rlqe at pregenb and fall in the future of the
ratio of savirg to,incomexmf theApersmnal sector(aT). Offsettmggih part in~>
fluence will Ee 6f COQIS@;EXBIth bg hew householders=savers and business sa~
ving in the same périgﬁ, Nevertheléss,'theae'circgmstanc?s can be conside-

red gsraﬁ additional fgctorvofzinéﬁgbilify'bf saving in thé-kind‘of;economies

foihferﬁédiate stage of’davelmpmentg

ThlS 1nstab111ty adds dlfflcultles to the study of the lungmrun sav1ng
functlon in such case and* to the flnanclal or non~financial form it is: chan-
' neﬂﬁd A smmpllfled stock adgustment assumptlon Wlll s0 consxst Qf only a Iaugh
approx1matlan to reallty, Thub, Jdncrease. in flnanc1al sav1ng to accumulate
downpayments for purchasg of a fldt or a car or other appllancas may - be pos—
sitively GSSDC1ated w;th the existing. stock Gf liguid? assets, contrary to-
whah ane might he prepared o mxpect(38) vamously this- 358001at10n is
vagup since it leaves out of dccount the factors of the demand for. wealth and

its- maJcr parts, taklng them wrongly as 1ndependen% of the flow of saVLng(39)

(36) Except of course if that dlsav1ng ig¥ ovaroffset by p82815tently rapld
" rates of growth in incomes,

(37) It:has to be in. mind that. sharp change in the rate of purchase’ of CONSUMET
durables can be the result of even- modest change in the relatlonshlp of
- the effective-demand  of the services of durableg to income.,: Shifts. betveen
‘durable expandltumea -and Tiquid saving may be one of the most important

- factors of the" yearmtomyear variahility in consumption expenditure, .

(38) The positive lagged- wealth caefflclent is otherwise attributed to dise~
;quilibrium’ rathex than change in tastes in that. case. See for this kind of
distipctioriin Crocket J.(1964);Houthakker H.S.and_Taylor L.D,(1966). That"

o 43 e i e vy <53 %2

:éidlsequlllbrlum insthi housahold capltal account implies that 'quuld’assetE,

whatever defined, axre a~ nonusatlsfdctory proxy of ‘wealth especislly .under
these cxrcumstances.Fur a more bruad dlscuSSan Jon thls matter see ‘Ackley
s (1961), o

7 (99) Fiafis,ied,h orikition of 4l peschich,on:thesaving pupstion in UK
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Thus, for instance after the purchasz and full=payment éf the planned tangible
durabies,thare may be a readjustment ofiotﬁer consumption commodities which
can involve drastic faii of thé saving;income ratio, ceteris paribus(4q);
'This reasoning presumes. that consumer durables are put in first order of
prlorlty in the process of adgustment af consumptlon aga;nst nonudurables,

whlch is an open question,

Moreover, because of the low level of development of the capital market,
and the consequent lbnge connection ofiits different parfs, one cannot easily
get w;thout~guesseé a satisfactory interpretation on. the duéstion of the com~-
pcsitian of saving bJ‘fDrm,=teaving aside the problem that déta on the rela-
tive rates of return are rarely available through time, the exceptlunally .
high dlSpBISan and the dlsconnectaon of these rates in such an envircnment
makeﬁ difficult the uss of a 'repxesantativef rate of return in the sgnse
of a mean average to associate it with the rise in the flow of savlng and its
ratio to 1ncame(4l) We can hardly, on the othex hand, lnvesplgate under such
circumstances the posaible“relatimnship of the term structure ;f interest
rates and the composition of saving by form. it is not precluded, for instance,
in view of special frictions in the cap:tal market, or -expectations about the
valus of ‘mnneyt in the future, to have opposite movements in.a relatively long
period of time -or anyway not quite ralated.ones- of deppsit accounts, bonds

or house ownership if capital gains are included,

In these circumétances Qe can only take one rate of -return, say the
interest rate on deposit accounté,which are one.of the most important financial-
farms of saving in.terms of size in countries like Greece, and relate it to
the saving~-income ratic in ﬁericd averages after deflation for thé interim changss
in the cost of “living, This kind of discussion in terms of ﬁeriad averages, being

subject to reservations of the forementioned type, can throw some useful

(40) Deferred consumption and !forced saving! because of direct control of
personal consumption during the war and growth in consumer weslth reda-
tive to the growth .of income. resultéd in elsvation of consumption rela-
tive to income after the war in U.K; In Greece galoping inflation has
levelled the real value of financial savimgs and forced the satisfaction
of deferred consumption out of current income which- led to abnormally
‘low saving in Barly pﬂst-war~ﬁeriod See more in chapter IV.

{41} It was malntalned by E&gglg§“§ (1959) that in countries where- personal

- saving has started to play an 1mportant role, effective. 1nterest rates
may have 81gn1flcant quantltatlva effect an saving., :
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CHAPTER II[

 PROBLEMS: OF STATISTICAL TESTING-

I11, l.AVailablé'Data’énd Definition of Consumption and Incame

‘Affer‘thg discusé{ﬁmabout~the;conditiuns;hhich prevail in the less de-
veloped countries in the'stage nf development of Greece and are mostly rele-
“varit ‘to saving dEClSanS, we hava to go now on selecting the. appropriate data
in thig country and use them in- the attempt ta give amplrlcal content to
thabrym The requlred matarlal for this purpose has to be' a body of data which
w1ll enable us to derlve stable patterns af behaV1our reflentlng saving deci-
SlDUS in th;w country, A questlon therefore is whether these are available
time series and cross-sectlnn dataclmse to thP deflnltlon Df saving and income

and other factors -of saving decisions according to theory,

The annual publication of the national accounts of Greece since 1948
givas>us thé.npporfdhitynnf obtaining data on aggregate personal saving, cor-
parate saging-ahd grbss domestic saving, as well as personal dispnéable in-

’ come for ths perlod 1948~196B(I) "These figuxes are estimated and presented

in accordance With the standardlzed system of national accounts as it was
publlshed by 0. E C D, {1959). Before we engagé: ourselves with the question of
- bias of ﬁhase Bstlmates, we need io concentrate somewhat on the . ;

: deflnltlnn of sav1ng.accor¢1ng to theory, mainly from the point of view of the

problems that arise tofthia‘empirical raseaich,

Saving originates, as it is known, iﬁ the private énd public sectors
of the economy and the inflow of capital, The private sector consists of
households and non~-profit institutians andu@icorpnrated,business {household
sector)'and-privateAcorpmrations'(cqrpurate'sectcr\J, The governméntlsector
comﬁrises the centrél and locél governmenté and public cbrporations (not those
which operate under the legalAfoxm of private corporations), The definition of

saying equals to personal disposable income minus consumption expenditure,

(I) In the year 1948 civil war continued in Greece after the end of the Woxld .

War II, and order was restored“by the beginning of 1945, For this reason
the year 1948 is excluded’ from thls analysis, though we imiss LsosOne
- .degree af frsedom.




while business savingAis equal to mﬁgistributad prmfits,randAgDvernment saving

. '1A v N - - ) . . . .
Tis dsfinadfas currant revenua=mihus consumptlon axpendltur853 sub81dles and transfers.

LY

Thms lelSan betwean the sectars should not be taken to reflact complam

)tely dlffarent motlvatlcns for savings Thus, in tha household sector, the uni-

carporated bu51ness and self—employed save in purt for buslness purposes as

the corpurate sectar'dues, Slmllarly the carporate sector may, as it happens

in the Greek case, 1nclude also public corporations which may have not quite

the same motlvatluns to save as’ curpuratlons of prlvate ownershlp -and manage~

ment. We shall cnncentrate our attentlon in the’ follow1ng to the definition of

:hougghold,or personal saving Wthh has-been the .most important cgmponent'@f

the incraasegin,total saviﬁgiintGrcha during‘thaigarind 1949-1.368,

It'hés to be pointediaut that whatever definition of saving‘is main-

) tained by thaory, lt is: coh51stant W1th a correspondlng cancapt of production

and cmnsumptmon, ThlS has the importance fox thls study in a dpveloplng coun-
try that the ﬁrocess af eBconomic development is 355061ated W1th a shift Df
act1v1tles of the housew1ves from the home to tha market placa, The p0551bla
increasing entrance Df tha hOUSEW1VES to the labour market, glven the natloa
nal accounting practice to exclude home—serv1ces from the natlonal product,

results in some Overstatlng the lung~run trend DF the ‘real’ percaplta income

and on then51on Df the sav1ng—1ncone ratio, provided that the saving=-incomé

relatlonshlp is non—prmportlonal The overstatement of this. ratln may be
howevarvmalnly»of-shcrtmtermvnature,:1naofar~as the enterlng Df’hQUSEWlVES

into the labour force alms atsubstltutlon of house appliances for dmmestlc

“services, The latter’ naads tlme, as was nutlcad already, for accumulatlon of

downpayments and more so given the- uaually lower salarlas of females than

+those of malgs{zlfaTherefnre this source of bias may not be 51gn}flcant in

the eétimate of fﬁé~loﬁbnfun'saving—ihcnmE‘ratio} especially if saving is

broadly defined to include expeﬁditure for purchase of new consumer durable
commodities. '
As itiis.knowp,?the residual concept of saving-defined as a difference

between the flc@s of personal disgdsab;e income and of personal cbnsgmpiinn

" expenditure in.a given period of time ~has been criticized from variols

=

< . ~

(2) NatlonalW1de there may ba cmmplementary actlon of dcwnpayments Df:BCDanlC

units, so that the net ‘saving té" rise-more regularly because of partlal
0ffsethmg of savlng and debt lncuU@mPnt ‘which is cnunted as’ dls~sav1ng, '
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expendltura to 1nclude expendltune For- purchase Df consumer durables except

: hmu51ng whlch is - treatad -as flxad 1nvestment expandlture alangw1bh ather

(_constructlon, Purchase Df durables by prev10usly accumulatéd flndnclal saving

and/or borrcw1ng is not requ1red for engcylng thexr services upder cundltlons
nf perfect markets(a). Existence of" the latter ‘would dlsconnact tha planned .

pattern. of the persanal consumptlon expendltura from the dec;sxun La save,

whlch would sexve in that case -other motlves, nntably reﬁlrement3 contlnganm !

01es, and’ bequests. Inconvenlences and transactxmn casts assoclated with
frlctlons in the' markets of” durables and the;r Services dlfferentlate the
xelatlva rates mf return of ownarmusa and of rentals<and flx the level: uf B
’rnnt' at the margln glvun the ‘tastss‘ The degree of Jmperfectlan of the:
re~sale market along with: the technlcal and ecaonamic durablllty;af each du—4>
~rable cummodlty flx the- share Df its consumptlnn and. investment components
and consequang;& 1t§zpower as a !store ofayalue’, “ : |
‘The cohclusiun is- that' to decide which'of the Hurabia*cnmmoditjes

have to be included into the investment expenditure and saving. presgppases .

a-detailed study in the paxtlculax place and time and for each one cummodliJ'

This- klnd of smlutlon ig precluded ‘here bacause -of lack of otatlstlcal data
in the country we are interested :Lna Tharefnre, we have to- adopt for .our

purpuses ths deflnltlon of the national accounts for consumer durables whlch

1ncludes all of them Wlth llFe anger than a year, except for personal uten=

5115 Jof any durablllty, We are going to treat thls axpendlture group as fol~

lovs Flrst we wmll add the somdeflned expendlture fcr purchdbe of consumer

—-a--—.---- s 7 20 e s fenaind

..-.-n-.m.-....—-._u

(4)- For a dlSCUSSan ln these terms see- TDblﬂ da (l965)a
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'durables to the natlonal accmunts cmncept of persnnal sav1ng and make a: com~“4 :

4 B

»par;sun of the mavemant between the two SEIIDS, namely of aggregate perscnal

saV1ng Bxcludlng and 1nclud1ng expendlture on cConsumer durablas,~

s

This emplrxcal crlterlon of BthCE of the deflnltlon Df sav1ng in Greece

is cons:dared prafarable tnithe dlternatlve of naglectlng tha expendlfura

on durables altogether4 For ane thlng thls neglect wuuld have to faca the
nbjectlon that 1t does. not enable sufflmlant “testing Uf_all sav1ng hypothsn :_ ! -
,ses, same Df whlch have adapted the def1n¢t1nn af saV1ng to 1nclude axpendl-

s

ture on purchase of consumer duxablescs) In addlblon, many cunsumer dus.

Krables, notably cars, b;cycles, etc,, are UbEd fur both hmusehold and buu‘z

51ness purpcsas, espec1ally by small busmness and self-employed persons i SRS 4

in lass developed cnuntrlas, lncludlng Greeca’vThls makes mna,to expec
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’chaxges on” consumex durables, 1n v1ew Df lack of 1nf0rmatlnn about thelr phym
‘51cal use. and economlc obsohﬁﬁﬁwe due ta fashlun ar technologlcal change.ﬁx;'

V_It 18 not expected that the upward blas in- the measure of uav1ng 1nclud1ng

& consumer durable outlays because of ncn—substractlon Df dBPrBClatan charges
s smgnlflcant ~though lt will be somawhat r;sxng through tlme~ in View oF .

the ralwtlvely low stock Df must consumex;, durables per head 1n cuuntrles

llke breuce4:

An 1nuernat10ndl comparlsmn of persondl saving 1n’Greace and.: other less
’ develmpad and advanced countr;es will also have the dlsadVdntage of dlfferent ‘
blas by country from the lnclu51an of daprec;atlun of- durables ln the broadly
daflnsd SHVLng, Thls klnd of bias 1n the ‘saying~-income ratlo of Greece with

sav1ng bruadly deflned, w1ll be toward understatlng the relatlve pDSltlﬂn Df

that country compared wmth advanced counﬁrles, This is: due to- the IBlathBlJ
luw Uvarstatemant af thE Savlng—lncome ratlm in the former country, bacause

af the relatlvely Low stock: of durables and of . thulr deprecmaflan in compa—?’b

rlsmn”)yw matura countraas* Dn the other hdﬂd this undexstatlng mf the b ‘ B
. ralatlve p351t10n of Greece in terms of- saVLng 1nclud1ng consumur durableq

nutlays is at 1East in. pdmt offset by an DVPrstatlng of that PDSltlDﬂ, with -

personal sav1ng ordlnarlly deflnmd Thls latter Dverstatlng of the Drdmnary
) cmncept Df persmnal 5av1ng is. assoc1ated w;th the natlonal accaunts deflnl— A . i
“tion Df the personal sectar “to 1nclude self-emplnypd and unlcorparatad bu51~ ; . !

ness in less develcped countrles llke Eraece(7l¢ In view Df these offseLﬁlng

1nfluences in the two concepts of sav1ng,~we may rely more on an 1ntarnatlu—
nal comparison with personal saving defaned bo lnclude consumex durable out-

lays, than. Wlth the Drdlnary definition of sav1ng.

s

The hmusehold budget survey 1n Greeca offers now another plece Df 1nw

1
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: formatlan on 1nc0me and conaumptlun at famlly leval The use, huwever, “6f

‘thxsq sourca of lnformablnq ;s subgect to a number of llmltatlons relaiad ﬁ"

ﬁ@.. tha deflnltlmna of cunsumptlon ‘and 1ncom 1n this iaurvey,‘tha cmver nf,*‘

7 the sample, and the er’ ;af raperted 1ncoma and consum;b‘tlone Nevertheless’

‘1

these llmltatlons are not axcaptlonal in | thﬁ country, and smmliar llmltatluns

have nob prevented an EXtenSlVE usa of househald budget survas data by empl—

(7) Therefure, “the camparlson of. the saVngulncomc rat105 w1th the.natlunal
accounta cancept of saving has to. be aCCDmpllSth by a comparxsuh of the
proportlon uf Lhe personal to the prlvate domestlc savmng._(_;' Sy
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rical~£esear§hers*af’thE §Dh$umptibn function ip other countries, We make "
a careful examination of thaseAlimitétinné before using these data -for our

purposes.

The sample Df the Greak hnusehmli budget survey 1957/8 comprlsed 49 '
towns DT over lU thGuSand thabltantsieach in 1951. ThlS cuverad 2 842 thousand

househmlds rapresentlng 37 parcent of the pnpulatlon in 1951 Th

towns were - supposed tu have marked v&r;atmnns in Emcloneconomlc characte~

rzstlcs, 50 that all of them were 1ncluded ln the suxvey, From the rest 39

.7 towns and fmr the sake nf reduclng the cnsts, 15 towns were, seleuted in a

Iandom draw1ng, WLth probablllty of 1nclu51on proportlunal tD the number of

: 1nhab1Lants Gf aach town. IR

‘As’ it is knDWﬂ, there is a number Df dlffarences ln the daflnltlun of

<c0nsumpt¢on and 1ncome between national accounts and hnusah;ld budget surveys.=
We cannat procaed hawever, 1ntu a camplete adJustment of . the deflnltlon af
consumptlun and 1ncoméﬂnf the hausehold budget survey to’ the deflnltlonﬂ of
the natlmnal accountlng, ln view of the fact that the lncome and. consumleon‘

daLu of the budgat survay are not availabls : 1n sufflclant detall(a) Never-

thaless, We - may reach ‘some cmncluQ;uns abaut these dlff&lencea 1ndlxectly, through‘b

reference to the deflnlblons Df the househo]d unlt and 1ts cans umptlon and o

income. in tho budget qurve“LIn addltlon, ws shaJl makc qmme adguqtment to -

the CDnSUmpLLDn prendlture of the budget survey ‘which-is” parmltfed by avai~ .

-lable data, ¢ ' i )
Household is deflned incthe budgat survey Lm lnclude persmns llVlﬂg

_1n thw same dwelllng unlt, ‘whatever their 1egal relatlonshlp or their pro-
fBSSlGﬂ. Therefore, -apant frum the 1ntrlcacles related to ‘the dBFlnlthﬂ of
-idwall1ng unit, the household Sector 1n the budget survey 1ncludes non~-finan-
cial dmlrorporated busmness (as balonglng to household heads), as the nat10~
nal accounts deflne .. the personal sector, The househaold . sector in tha
budget survay e&cludes, on. thae - other hand bu51ness cnrporatlons as the peruu
sonal sector of the natlonal accounts dmes,but the former also axcludas
) nun~pr0f1t maklngwlnstltutlons, which - are, however, lncluded in the lattar.

fInsofar"as the QQHbPIDflt mak%ng';nsﬁltutlonsyhava relatively high ratio of

N r G N
- d s 5 -

(8) For this ‘kind ‘of work in 4,5,A; see Friend I, and Schar 5. (1959).
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"1ncnme is. overvalued cumparedVW1th the natlonal accmunts cancept of pereu~

nal 1ncnme by the amnunt of dlfect taxes, Thls 50ns;sts of-a smurce of, dnwnm :."? ‘E
Ward blas of the avprage cmnsumpt;on«zncame ratlo and p0581bly Df the margl-w
‘nal such ratln, pruv1dad that the marginal rate ‘of- taxatlan is. hlgh( D) s
';If the marg;naJ tax rata doea not 1ncxease fast with 1ncome,‘becauee af Low ‘ ‘ '; i
pragraﬁhyuness oxr tax 8v381mn as we shall see latexr Dn, that dDwnwaxd blas
may ba offset by tha understatemﬁnt af the repnrted 1ncome, as wa shall see

later on . (sectlon 4), - e —iu T ""k”,' ;;”f,T" . ",“r“wii_m o

‘,;Dﬁé mgjni gdjustméﬁ%ﬁof{tﬁavpﬁbshmption‘éxpend%ﬁuié%oﬁgthe'hmusehpld

(9) This has to be cun51dered in cmmblnatmon w1th Dther SOUrCes. of ETTOrS Df_‘
measuremcnt of cunsumptann and 1nc0me in budget survey which: are dls«
cussad ing sectlon aﬁ.w e g EEDT R i .

s

(ID) Thus, if we’have C, Y and T. for cmnsumptlnn, income befure taxes and taXes
respectlvaly, tha maxginal consumptlonwlncome ratlm is - glven as fulluws, N
.L4-Co

?I;$IMTYE;T_T“ IF the marglnal taxmrate s £§ t, the marglnal consumptlan—

3 1ncwme IatlD equals 0 ro-—yq ThErefDre, ths hlgher the t “the hlghBI

'4W1ll be. the dmwnward blas of the marglnal DOnsumptlonulncomE ratlo. o 2
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_budget‘sefvny”is poeeibieHwith”theﬁavailebledeta; It‘cuh;iéts eﬁ>deﬂgctimn
mr the item Df ‘mxscellaneoue epenaing"whibh comprises meinly gifte:end'cha—
rltles~namely tranefer payments between households~ legal expensee end
payments foxr: LhIlStEangS, WdelngS ‘and funerals, bxpeneee of the latter

'klnd are toq high for some’ hDuseholds in the perlnd Df the.survey’whlch dis~-
‘tarte,the‘éverage.breéket CEneumption given.the-size ef_the semple. Also,

the mlscellenemus item includes superannuetlon, social 1nsurence contribu-
tions and Jlfe 1neurance premlums, which are treated as saving rather than

cnnsumptlon in the deflnltlun of the natlonal accounte(ll)

The budget survey data are avallable in groups ela581flad by size of
income mf the househnld (Jn six breckets), by Dccupatlonal ‘status of the
heed (lﬂ emplcyems, employees, selfnemployed and retlred) dnd by occupatlon
of.the head 1n ten cetegorles, These grouplngs deprive us the mpportunlty
of cmmparlson af W1th1n groups and between yroups cansumptlon Blasthlﬁlesm
Not only we da not enJay the ideal of hev1ng dlrect DbSEIVatlDﬂu an each and
every houeehnld but we have not either the ‘secend bestr ‘case where though
deal:ng with groupe We - heve one table W1bh all relevant varlablee atb ONCE .
;Even fore so, gLven that Lhe Greek data are not cla851f1ed by ﬁny two characte-
| IlSthS e,g& income and heuseho]d size or household size- end age of the head.
A maln 1nqu1ry Lherefmre is huw to chemse the tables and what should be the

methnd of analy515,:v

(11) If we had a sufflc1ent breakdawn of mlenellaneous spendlng,seme Df its .
ltems should alen exclude ~ from income. e




III; 2, Problems of isolating the effect of income and other factors

As it 1s known, -onesof the naln problems of an emplrlcal analyszs of
the cmnqumptlon functlon 15 to get’ unbmasad estsmﬂtes of the 1nfluence .of in-
cume and other Factars{JZ) leflcultles to approach this target arlsc from
the fact that the variables used for those factors represent series of sample
data Whlch are usually rorrplated with lncomen‘For this reason sresgarchers have
' innovated varibus techniques d851gned to minimize the blES of the estlmates
due to lntercorxejntlon of the variables, . whlch presupﬁmsaqcareful prioxr

1nvestlgat10n of the ava:lable 1nfDrmatlmn,

- The first Dbservatlon to be polnted Dut here refeirs &D the dif-
ferences of the avallable to us time series data in Greece and the cross SBC~
tion ones, ii&that the latter are glvan in terms of househnld units, We could,
on the Dther hdnd, express aggragate data of. cnnsumptlon and’ income in per-
housahold terms if the tDtdl number of hmusehnlds was available throughcut the
pBIlDd 1949—1968 Since thls 1nfDrmatlon is foered only fnr the  popiulation
census yearw 1951 and 1961, this dictates to us use of per-capita.texms for the
sake of comparison of the results. Moreovar, use of perncaplta terms in the’
budget survey data 18 necessary bacause, as it was noticed already, we have
only six income brackets avallable, whlch prohlblt + use of more than one 1n—

dapendent varlables, such as the size Df the hnusshold.-

The traanormatiun*tniaxpress originél data in per—bapita’termé‘éimé.
Cat rem0v1ng the variable of tha ‘size ‘of populat;un and/ox household and 15 common.:
in emplxzcal studles on: the bubgectg More 5pec1f1ca]ly, the uqual cross~sect10n

, consumptlonwlncome relatlonshlp 4An per famlly terms is glVBn as: follDWS.~

SR o) ’r“ (Y:L, u,_)

where i = l;”Z;'n.qa&,n famllles.f

—— . P,

(12) See e,g, Frlend I, (1960), Suits D) (1963)
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It is “then tranuformed to a relatlonshlp in per caplta terms through division

of cﬂnsumptlon and income- by tha smza of famlly ni;

(e, ug) : ’ 111, 2} o :
nJ. = F (ﬂi’ Ul) L . . ( Sla } .
Similarly, the relaﬁioﬁtof"aggfeggte ﬁérsonak@mneumptian expenditure

with personal dispisable-income:from’ time seiies is commonly given as follows:

4 ' (5l = ¢ [ (5)ge U%] I - (1, 3)
also : ) '
It is/transformed into = relationship in percaplta terms thxough lelSan by the

estimate of m1d~year populatwmn, wh;ch glves the fcllow1ng rciatlonshlp

wEit - C [‘mﬁ’fﬁ’ “t‘]: B

If we d;sregard fol the moment dggregatlon hias lDVDlVBd in (III 3)

;and (11rI, 4), Wu havo tm mdke same qumllflcaflons for the tlanfarmatlon of both
cross~section and ﬁlme 5&118” ddta in pexr capita terms(la) Thus, thla transformatlon
is based .on the assumptlon_nf homogeneity of the pupulatmon and of househulds,

It .means that consump%ion and 1nc0me are, propcztlonately 1nfluenced by the - size- :

‘ of househcld and of populdtlun correspondlngly”a i that a prnportlunal change o

of income and of population in &he same dlrectlon leaves unaffacted the pur

caplta consumptlon BXPEndltuIE« In’ addltxon, conuumptlon and 1ncume lﬂ time

sarles (III, 3) ar@ expressed in real tarms thraugh d]VlSan by the same’ defla~

Lor PL, WhlPh is aUPpDoEd ta express the appraprlata measure ! éfhéalue -and in-

volves the. assumption of absence of~‘mmney illusion! in the behav;our nf indi- o
vlduals 85 CONSUMErs . In: plaln wmrds, this assumption means Lhﬁt a proportlonate
rise (Dr fall) of Yt and of Pt leaves unaffeched their ratlu (Y/P)t, as a result

Df whlch the real value GF cmnsumptlun (C/P)t remaxns cnnstant,

PIUVldBd that the Pt and Yt change praportlunately wlthln the selectad
4'tlmE unlt perlud we need further to know hmw big- that’ change dsy nbecause “this

may affect Expectatlons about the future rate of growth of Pt,,lnsofar as these.

expectaflnns are, BlaStlL An HleSlan termlnology(l4) Tha expectatlun of fu-

ture growth in Pt can. wall affect (C/P)t even if (Y/P)t is held constant, Inﬁ

i

~{13)- Slmllar rBldtanShlpS are dlso.often used with the ratio of consumptlan:
ar saving toincome as dependant varlable, For “the. main: dlfferences between
thuse twa raiatlunshlps see Ferber R4 (1967) See a;sp section 4,

(14) See chks John R, (1965)
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addition, the question is whether the rise in Pt results in equal proportionate
rise in all incomes and not simply in their total, in view of the possibility
of differences in the marginal consumption~incuma ratio by size or source of
income, or the form it takes, These differences ihply thét the regression
coefficient of income in (III, 3) or (I11. 4) consists of a weighted average
of the distribution of Yt(lsl, If there are ﬁnt great changes in the distiibution
of income at the time of increase in the consumption-income ratio it may igdiu
cate that the cﬁnsumptiuh-;ncama relationship, say (III. 4), has not signifi-
cant‘aggregation bias. This question about different marginal consumption-income ratios
can be further examined by‘breéking down the income variabla to the extent that
data paxmit(ls).
In addition, the changes in Pt may exert other kinds of indirect in-
fluences on real consumption‘notébly thraughfchanga in the real rate of return

on savings and changein the real value of the part of wealth which is in.constant

money values, Therefore, we have to investigate these possible influences
on real consumption, which derive from changss in Pt and are not incozporated

into the variable of real income, This can be done by addition of relevant

A —

variables into (III, 4), or by careful investigation of thé behaviour ’ ;

(15) See more Klein L, R, (1953).

{16) Appropriate breakingsdown. of  income can also help in interpreting
' consumption behaviour by alternative hypotheses. Thus, a variant of the
absolute income hypothesis consists in separating real income .into two
parts, disposable labour income y;i, and disposable non-labour or pro-
perty income, say Y24 and assuming a linear relationship to real consum=-
ption expenditure, cy, we have: ’
ot = ap + ay yip + ap yo (III. 5)
On the other bhand, the life-cycle hypothesis has been also presented ;
in the following form: ;
oy = by yyg + By Ay (III, 6) ’
where, At is a measure of the net wurth. '

Transformation in flrst dlfferances of {II11. 5) and (III, 6)
respectively gives: ct = al Vlt + ap th . (I11., 1)
Comparison of the results from testlng (II1I, 7) and (III. B) can shed

some Jight on the contribution of the absolute and the life-cycle hy-
potheses of saving, See Ando A, and Modigliani F, (1963).

of s
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of the r851duals of tha re]atlonshap, lnsofar as data far thosa variables

Are scanty, and cnn51darablon ‘of  major, chanqpa in those’ vamlablas by use - T

of dugy.: varlablesumsubgect ta ‘pextain llmmtgtxons (lT)

Un the other hand the foramentlonad transfcrmatlnn Df Bnnsumptlmn
and lﬂCOmB data in per caplta terms overlmokv the pGSSlblE lnfluenca of the
composition Df*populatlom by* sex, agé educatlon and uther SOClal and demogra-

pth characterlstlcs. B {ﬂ

Insofar as measured data on these othwr varlables are avallable, the‘

: ralatlmnshlps (III, 2): andi(III 4) can take the follow1ng fcrm correspondlngly(ia)-
Ci Yi , RN : -
om0 oy oy - - B AT, -
erCGhaw
(“ ‘x [}Nﬁ)t:zt’ uy] ; ﬁﬂ? : -fwv, (111, lb)%* L : '%P?

whpre, zi and zt are - conglomeratesof “those’ other vérlableﬂ for whlch data
are avallable in cross~sectlon and tlme series raspectlvely, The term z 1n~
cludes so a series of varlables of demoqraphlc, 5001al and’ economic nature,
which are in. practice, as a rule, 1ntercorrelatﬁd with income,. So tha:r net.
effect is d;fflcult to 1solate, especlally when the sampls size:is not sufflm
clently hlgh, In tha ldtter case, use- oan system to 1ncluda all kinds af

relatlmnshlps is. often out: of the pmssxbllltleq of the available data.‘

- More speclflcally, lnformatlon about n - the demngraphlc characténi
rlsfmcs of the pmpulatlon in Greece is avallablaihﬁ the erlas only at census
dates, namely the yqars 195¢ and 1961, Use of aggregahe popu;atlon‘Nt, and
the fata of its g;phih in:tima series cﬁnlsthAthe possible influgnce of the
rate of growth o% pnpulatibn'on‘tﬁs(savinéninénME ratim, As it;is Enown,.a
parflcular themry,,namely the llfe—cycle hypoth051s of sav1ng, malntalns that
1f populatian grows at. a constantratP, thera will. he a proportlanal ‘increase
in the .younger househnlds whlch save to the Ulder ones wh;bh are in thelr dlSﬁ

saving age, Insnfar as lt leaves unaffected the averageqoutput perAworkar,

‘-- R

(17) Attrlbuilng alternatlvely to income the effects of correlated varlables .
~gives valid predlctlons only if all time trends remain unchanged, or. change
. in the same. way leav1ng “the 1nturel@tlon8h1ps ‘among the ‘relevant factors ‘
,'unchanged We have therefore to’isolate the trend effects fram the efFBcts
of income growth esp601ally when growth rates’ are not canstant or when
the 1mpltcat10ns af alterndtlve growth rates are examlned.‘ : 4

(lB) See Crocket J. (1960), Ferber ‘R, (l967

a3 s e e e et ot et e e 2
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aggpegate feal income and saving will grow at the same rate as population, and

the savihg«incomg ratid will be held constant, Thils, the rate of growth of popu-
latidn’will be positively correlated with the saving~income ratio, apart from

shur£~term variations of thé latter(lg).

If tha rate of growth Df-population is relatively low and fairly constant

or Smlghtly decreasing, we cannmm easily lsalate tha independent influence of

‘hhe rate of growth of population on the SaVlngmlncome ratio, We . have to resort

under thESEy“c;Icumstances to a qualltat;ve analysis of the change in the

.composition of Papulabion—batweanféeﬁsus dates and DfuthE‘ﬁnssibls changes

in the system of values which affect the 'tastes! betwéen consumption and
saving throughout life and are assumed constant by the 1iféfcycle hypothesis

of saving(zo);

- On the otharxhand;’studies-mf budget BULVEYS 0N cansumpfiun and income -
make sometimes-a modlflcatlan of - the deflatcr of the houschold data ni (IiI, 9)
to accounb for the househnld comp051tlon, by transfnrmatlon of the hDUSEthd

s;ze\lntm standardized units cf ,aduli equlvalents(zl)p Apart.frum thecompli~

cations involved’in this kind of transformation, the available budget survey

data in Greece do not include a classification. of income and consumption by

~age group and family size, so that we are unable to attempt that transforma-

‘tion% However,- the household budget survey 1957/8 includes a separate table

(number 13) with classification of consumption by number ‘of adults (over 16
ysars of agg) and children (under 16 years of-age). We can'therefore make
some crude testing of the assumption that the average consumption remains con-

stant over -the life-cycle,

On. the bqéis bf thié7ass&mptian we. shall estimate. the average per Ca-

pita consumptlon and multlply thls by the size of famllls withxdifferent

cmmp051tlun as abnve “This wlll glve a series of estimated hmusehnld ccnsumptlmn

w1th Equal weight to all household members, Alternative series can further

‘ derlva by attrlbutlng welghts, one for the ‘first household member and -75 fal

each dddltlﬂnal member or.SU corraspcndlngly(zz) Comparing then the variatian

" s g @y o

-(19) See B.g« Ando A, and Modlgllana F, (1963)

(20) Ibld,, Pe 55

(21) This method has been thoroughly lnvestlgated by Houthakker (1952) and Prals‘

A o 3 e s s e e s s e

(1953} .
(22) These wexghts are . mmat commonly uspd in practlce. See- Flsher MR, (1956 )
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11T, 3. Thé length DfA%he time unit!

- The problem of lsulatlng the influence of inpome on sav;ng frum that
of uther factors is directly related with the time unit selected The avai~

lable data in Greece flx the year as the tlma unit in this. study, Wa do not

expendltura(25) For a pErlOd as long as a yeax ccnsumptlon expendlture is’
llkely ‘less 1ndependant Df income than for say quarLerLy parlods, but the
degree of" that dependance is influenced by a number of factnrs of lunger—run
nature, as was referred to. the previous’ sectlnn. The statlstlcal series of
sav1ng is bound to be dEtElmlan by the relatlve variation Df the ‘income and

of ‘“the cansumptlun w1th¢n the year.

"In so far as income is hald constant, chdnges in cansumptlon w111 come
entlrely out of ¥ current sav;ng or of dlSpUSltan of assets accumulated in the
past, The implied assoc1at10n betwaen cmnsumptlon and an1ng is however dif~
flcult to IEUﬁal if income is relatively rapldly grDW1ng, as 1t may happeh in
a developlng<ec0nomyﬁllke Greece, In these clrcumstancaa,ba questlon is, whe~
ther thebeas~to«year changes in saving ars mainly .the result of a lagged adgustm

ment of the consumptlon expendlture or of the .cuxrrent 1ncrease in the attrlbutes.

In vnew mf the fact that Greek economy followa a four—yaar cycllcal mnvement( 6),

it is expected in the first 1nstance that four-year average. of the sav1ngm,

income ratio will.reduce the short-run irregularities of the'saving-that are

_associatedmﬁ%hcurrent income mcvements(ZYJ', However, the fnur»year«avsrage af

thls ratlu is nof particularly illuminating because for one thing the cyclical

(28)

mcvement af income mdy not have a constanT length Maremvar the four~year

avarage savang is affactad by~whether income was at relatively hlgh level in the .

start or in the end of the fourﬂygar period, This is due to the fact that‘sav1mg

o 2 -

(25) See Zellner A, (195?), Suits Dq (1963).

. 2 e S A e £

(26) See Drakatos G, (1967

o v e s e e e e e s e

(27) For a similar treatment in the United States ses Gmldsmlth Ry (1956)
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(28) If muxeoner the tlsnd is nanullnear, it has tm be: estlmatﬁd by the least— s
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‘whinn‘

‘ pletedln ‘a year!s tlme,

‘=con51daxed dn that stage by .- 1nveet1gat:nn of certaln magor components of- con~
‘ sumptlon ‘on"the une hand, and of the comp051tnon of savmng by maln form on the
.Dther.m )
trables and non-durables 15 based on the assumptlon that for. annual tlme perlnd-n"
’any 1nd1v1dual group nf ounsumer cemmcdlﬁles cmmparable w1th consumer durabies

can, be substltuﬁe for any Dther or for sav1ng(29) [f hnwever, in the pracess“

© was. malntalnad,_wa cnn ai

L Consumption

-consumptlan 1n the pnr¢od t is affacted by all. past lncomes and nut solEly by

'the numeratmr Df the savmngmlncome ratlo is affected by the. adgustment . :;ﬁ,

of the cunsumptlon expendlture to the changes in 1ncmme,:whlch may not be cDm—%%

The problem Uf substltutlun ‘of. consumptlon for sav1ng is going-to. be

Thus, dlsaggregatlng tha personal cnnsumptlnn axpendlturas 1nt0 du~

of. adjuatment DF conaumptlon first mrde*' s‘glven ‘ta durables Iather than to

fnod ox serv1ces, ﬁhan lt<1s prmbdble that a part of personal saV1ng nf a’ glvanv"f“hjn

c“’l‘ance laterwpurchaha of durahlps, Fortunately, as
"1d the mare comp11Cdted bu51nass of a thorcugh 1nyes«ffd

tlgatlnn of any magor group of consumer spendlng by tha alxeady mentloned

brnadenlng of the deflnltlmn of personal saVLng wzth durable Dut]ays and relamu

Vvt1ng both deflnntlnns W1th the supposad dttrnbutes of saV1ng.

waﬁn m@ a functlnn of the lncoma

Df fhe same perl d,nf t%mn, whether from cross-sectlon or. from tlmB~SERLBS data, '

1t is now well known that the mﬁrgnu& consumpilunmlncoma ratln may be falrly

“steady over long perlods of tlme and 51gn1flcantly hlgher (and tha savmngnlncnma

ratlb 51gn1f1cantly lowar) than the cmrr&spondlng ane frmm cross- sectlnn data,.

'Slmllarly the cross»sartlon estlmate of" the’ ‘wehgtant nntarmpptauf néwnaumptzun R }

4ns usuallJ highax(and the: mnnatant t?ym.nf aaumng lnwnm) ) than the cnrrespondlng

one from tlme serles, ””f :

Thlq 1ncon31stency betwaen budget studles and ‘time SEIlBS andly515 is ‘some~

‘g times faced by addltmon of a trend factor besldes income ‘in the statxstlcal Tl LI

5;'tast1ng mf the Consumpt10n~1ncome IBlatlﬂnShlp from tlmP Serles(au) This trnnd

factor ig qupposad tm reflech suff101ently the compound 1nfluenca of changes of. “:?V

Zdemngraphxc, SDCldl and cultural nature(al) An alternatlve way is ta assume, that‘f

[T

1 (29). More generally; the langar the “time period the highex. can. ba the degres of .

subsﬁltutlnn between. durable and; nDn-durable commodities and ‘the" lower the nﬂ‘“w
SubStltULan of bmth‘w1th sav;ng” See FrLPnd I. and Jones R (,1960)I Suits. D.

(30) Sas Smlthles A (1945) Ferbar H (1953)'4,f?~fluv ~’»;- . & 2y
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current income {putting (C/NP)% = cy and (Y/NP)¢ = yg in (III}A, for simplicity):

cy = T {yg, Yimlr Yim2r svccccnnay Ytend v (I11.11)

Assuming a linear form of this relation we gat

cy = cq +§:§iyt_l (II1,12)

where a;j <:ai$1;
owever .

It is obwious/that the last relationship is virtually nen-testable, since it
reduces to unacceptable level the degrees of freedom, Alternatively, it is
usually assumed that aj declines in geometric prngressian.in successive periods
as follows: i l

. ai = hl ao . (111013)
substituting now for aj in (II1.12) gives the following relationship:

oy = 6g + agFmhd v il (I111,14)

In this relationship, the paremeter estimate of current income (am) is called
short-run marginal consumptioneincome ratio and the X a; equals the lang-run
marginal consumption-income ratio, Provided that there is sufficient number
of observations, the last relationship can be tested with lagged one year
income, and then with lagged one year and twe yaars incomas etc., up to the
combination thaf does not improve further the results, Thus, if we take for

simplicity only current and last year's income we get:

Cy = G '+ ag¥y + @3ye_y * Uy (I11.15)

Since by definition Yiul = Y4 -Z&yt, this relationship can take the following

+ form:
cp = ¢ + (agtay) vy - alZth + g (II1,16)

The corresponding relationship in terms of consumption-income ratio is given

as follows:

(S} = bg + byyy + by A.%t +uy (I11.17)

As it is known, much af,the controversy of the Keynesians and of the modexn
consumption theorists relies wpon the relevance of the cuirant income and of

rate of income growth in consumption and saving behaviouxr, though each hypothesis
gives a different interpretation to the relévance of the rate of growth of income.
A particular Hypotheais, namely tﬁe relative income hypothesis, has suggested

that current income is of secondary importance to consumption and saving com-
pared with the ratic of the current to the highest income attained previous to

o/n
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the year t(y,/y,) : oy = agyy + a) 5# o S (111.18)
' a

If the secular relation between consumption and income is one of proportionality,

the proportion of income saved will depend only on cyclical factnrs(32) i.e.

. |
=)y @ ag + a Y (111,19

An alternative tegting(33) is to attribute tollaggad consumption rather
than to income the influence of the past on the current rate of consumption and
saving. We can so express c, ; #s a function of Yol and all the preceding va-~

lues of y and then multiply by h im (LIIL.14} which gets?

= he Wi C .
hct—l = h(..o -+ ?{3 i_§ ¥ y't"'l—i . (III‘ZD)

Subtractiﬁg now the last ;elatioﬁship from (I111,14) and simpie transformation
gives : ' oo :

gy = 6y (1-h) + agy, + hcy - {1I1.21)
In this relationship a, continues to be the estimate -6f the shorterun consumption-
income ratio, while the longsrun one is given by the ratio ag/l-h, which derives

on tha assumptinn that Gy = ct“l(aa),

As Klein (lQSB} has maintained, that kind of model with current income and
lagged consumption as variables can get more than ene interpretations, Se, it can
alternatively derive through a simple linéar adjustment hypothesis of cdnsumptinn
expenditure as follows: | |

' g = Cpoy = B(Cy = cpoy) + uy | (111,22)

where, B, is the constant fraction of adjustment of current éonsumption to the

_discrepancy between the desired consumption {Et) and its volume in the previous

YEBL, Ci_je
Salving for ct, this relationship is written as:
e, = Boy + (1-B) ey.3 +uy : (111,23)
Suppose now that the unobserved magnitude of Et is given by the following rela-
tionship ’ - J k )
Ccp = ag tayyy ‘ (111,24}
Substituting (I11,13) into (I111.12) yields

C:_t =’§ao + Baﬂ' *V‘t', + (lmB) Ct"’l + L!_t ' (111.25)

(32) Ses Dueéanberry 5. {1949), . ‘
(33) See Klein L,R. {1958), Brown T.M. (1952):

v £ e et et v
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(34) Professor Ball and Drake (1964) have. malnbalnad that. thlB assumption is con-
sistent more appropr;ataly w1th statlana:y condltlun%.ﬁeefmuﬁa -in: ‘Appehdix I1I.
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A similar kind of relationship can alternatively derive from the simple form of

the permanent income hypotheais(35)

toy o= oayy® o+ uy (111.26)
where-ut is 'transitory! consumption, which is assumed to be a random variable
that is uncorrelated with yet. Moreover, yésis defined as Tollows: -

Yo, = ¥opar = Blyy ~ ¥8_3) | (111,27)
which easily gets o R '
ye = Byy + (1-B) y% = B (1-B)%yy. . (111.28)
Heplac1ng now y& £ in (III. 2ﬁ) gets.

ey =@ Byt + ay (1-B) y® g1 T Yy (111,29)

The term a; y% 3 =6y 3 - Uy : (I111.30)
Barived: fiom FLEJaZﬁhﬂkipuhiny(III.ZQ) gives the following relationship:
oy = ap Byy + (1B) ey +[uy = (1-B) u,_ 1] (111.31)

Adding a constant térm‘an we get theAfnllnwiﬂbxlinear nnnnpropurtiunal consumption
function with.cufrent income and lagged cunsuﬁptiun as arguments:

c; = ao.¥ral By, + {1-B) cy_; +{§t - (1~B) ut“L] (111,32)
Insofar éS*ag is signifiaant and résiduals are serially correlated from stati-
stical test;ng, 1t wxll not be in favnur of . tha permanant income hypothesis.
Presence of uarlal rarrelat;on of the res;duals is interpreted in (III, 32)
as. due.to that by ] is identified with the’ trans;tory camponent af last yaar's
consumption, which is dn affect correlated with measureq ponsumption (ct_l).af
the same year. Thus the disturbance term and aﬁ indEpeﬁdént variable,‘last year's
cmnsumptxon, may - be pus;tlvely correlated. rather than independent, This is a sourge
of downward bias of the estimate (l—B){36) To remove this source of bias we are
going to use moere . complicated statistical fechniques; as discussed in some

more detail in the next sactioh.

Censumptlan axpendlture may' further be broken into a permanent component (cet)

and a transitory component (c»t) which aze detarmlnad as follows:

¢y = c:‘??t + C'T‘t : (111,.33)
whers cii = oay yet +oupg ’ : (I111.34)
and CI£ $ g yTy + upy | o (I11.35)

(35) Furthex modification of this form by Stone R, and Rowe D.A,(1962) consisted
in adding wealth separately to permanent income as an argument of consumption
expenditure, See also El-Mokadem (196%9), As is known, Friedman (1957) has
~defined permanent 1ncaEE"5§'¥ﬁE-dlscmunt of . the prasanz_cgiué-uf the futuze
income streams (wealth}. Anyway, data on wealth are riot available in Greece,
80 that its inclusion as a variable of the consumption function is prohibited,.
(36) 1t is shown.that this downward bias is the larger the greater is the importance
of the transitory component of consumption.in terma of -size and variance, See
Exxedman M,(lQST}, Walters A, A,(l968).
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with the transitoiy cﬁmpoﬁent of income defined as
vl = vg = ¥% (111.36)
Substituting for c®,, Ty and yl, in (I11.33) gets:
ey = Ay ¥ Ay lyg=y®p) gy +upy
- (alQaé) yat + az'yt + Uyt oupy » (I11.37)
Taking now account of the definition ufkyﬁt from (111.28) it gives:
c, @ (al"EZ}Byt +(al-azi(l-ﬂ)y9£ml+a2yt +ouptug (111,38)
The term (alwaz) y&;_1 is in accordance with (II1.37) equal to
(alfaz)yet_l ® Gl = 82 Yool T U1l 197Y2(4) (11.39)
Therefore, the relationship fIII.SB) can take the Tollowing form:
cy = {fal-az) B+aé]'yt + Ll«B)étnl - (luB)aZ Vil
+ fupy + upy + (1-B) (up(pg) + uz(tﬁl;)] ' (I11.40)
This is a testable form of consumption functien with current and lagged income
and -lagged consumption as variabless The residuals of this relationship are
also serially correlated, while its testing is possibly compliceted insofaxr as
there is strong correlation between Vil and cg_je» An alternative method to com-
pare the influenca.nf the pexmanent and transitory components of incame(BT) is
to take as a proxy.of the former some estimate of the trend of income and its
deviations from neasured income as a proxy of the transitory income component,
This can be done through aestimation of a moving-averages of income or of a least
squares estimate of the trend of income, particularly in case the trend depérta from

linearity. Thus,we have as an identity:

Ve =9 + lyg = 9¢) (111,41)
where §, is the estimate of the trend derived as follows:
9, = Ayt : (111.42)

Then we test a consumption function of the foxm:
c, = ag + a; §y + 8 (yt-yt) tug (111,43)

Comparison will be made of ay and a, with the prerequisities of the perma~
nent income hypothesis, namely that ap is zero and aj is insignificant, and
computing the coefficient of separate determination of the two independent va=

_riables,

Cross-saection testing of consumption and income per capita may also give

under reasonable assumptions an estimate of the shorte-rum marginal propensity

(37) For the suggestion of this method see Friend I, and Taubman P, {l966),

A
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SN

“to cmnsumP on the b351s of the relatlnnshlp (III.‘ )(38) Thzs can offer some

' 1nslght ta po f?lnconSlstency between crossmsactlon dﬂd tlmu SBIlES As - lﬂ ‘;

Dthwr cnuntrlas;‘nmtably u, S A.‘and U K~ It has LD be pomntad uut that our, purm

pose.is. nDt llmlted 1ntn flndlng out:. that somawhat Slmlldr lncon%lstency pres-

vails .in. ahather country, Greecc. e ha e in’ addltlon tD prov1de a sal:d 1nter— -

pret1t1nn’of the dlfference between. the somcalled shortnrun cmnsumptlon fun-"

Ctan whlch derlvas from crmss~sectlmn data and the long»run ronsumptxnn funs

rJilDﬂ Wthh may dBerB from +1mawqerjeb.

As lt has been nDt;ced alreddy, ‘We mlght succped ellmlnataon DF the in-
fluence of nanmlncame factors ‘and get the pure lncome effsct from survey data

ihrough lncorporatlmn ‘of other famlly chardcterlsLlcs if. suff1c1ent date were

'-avallable,NWe shuuld therefore expact after that ellmlnatlon to get the nat efm L

~fec‘b mf the 1nc0me varlable whlch is commnnly termﬁd ﬁtha long—run marglnal

: propens¢ty;

to consume. Thls may however only roughly repressnt actual CBﬂdltlDﬂS,a

given that the allmmnatad 1nflu8nc Df nonnlncome factmrs ln CIDbS—QECtJDn

,', A

'cmncernﬁdlstrlbutlonal 1nfluenoes,*Un the Uther ‘hand the p0551bla shlf‘ of the

. shortarun consumptlon functlon 1n tlma lncorpnratas the trsndullku effect of

‘.‘.

‘change in tastes whether 1t representa dlstrlbutlunal changes, like urbanlzatlon
or Shlftu “ns the occupatlonal dlstrlbutlon, or communlty Lhangas in tastee due

tu rlslng standards of llVlﬂg or - avallablllty of. new pruducts,etc, Huwaver,

!

nonulncome factors 1n tmme—serles 1ncludlng laggad income’ and/or consumptlon

X

\expendlture w1pa uut the IBQEESSIDH cueff1c1ent of currant lncoma from ~the 1na

LA

‘fluence Df change 1n ovarall tastes4

Coh

Dut that tha maln dlstrlbutlonal characte—

& It 1svnct, of coursa, rulff.

Iluth% of the pmpulatlon fmllmw .a- TIEHd—llkE change 51mllar tn that :of the

overall change in tastes‘ Tt is nnly undar these c1rcum8tances that’ we can get'>'
carrespondlng values cf ahoxtnrun and iong—run marq;nal consumptlon-lncome

ratlos from DIOqS~SECthﬂ and fram tlma SBrlPS data. However thls is no+ suf—

'f101EHt to prov1da a satlaractory 1ntarpretatlcn af the consumptlon functJDn.

-(38) Had we ava¢1able suff1c1ent data fmr nther than income . varlables ieBa
the. factar zi on the relationship (III4 5) we might get a ccns:stent
est:mate of the long»run marglnal consumption income ratlo derlved ~fiom

1memsarles, Sae Crocket J* and Friend I,. (1960) Suits D, (1962)0

v et o 2 e e
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in terms of eraratlng the changes in the dlstrlbutlmnal characteristics. from the
nverall changes in ‘tastes concerning the choice betweun ansumptlan and saving.

A cruCLal question is whether distributional characteristics bear massive changes
in a devsloplng country -like Greece and whether these changes affect favaurably
the SaVLng eapecially in the ahalt«run. If this eventuality is not cleared up

we may get the wrong impression that the increase in the saving~income ratio in

a particular period.of time is attributed to changes in tastes or other factors

of longer-run nature,

Distributiﬁhal and taste changes can be considerad as factors affecting
the stability of the saving function over time. This kind mf‘étability is usually
testad in terms of significan;e of the‘difference between the regression coeffi-
cients of J%asfiﬁg in two consecutive periods of time, i.e. the pre-war and
the post-war psriod, Data are not available,iﬁ‘Gxeece for the pre~war period but
the period 1949-1968 may be divided into(twa subperiods, namely the period of
inflation and- reconsfruction from the war damages 1949-1955 and the period there-
after 1956-1968, Iﬁ.is recognized that the length of these two subperiods is not
sufficiently long to. draw conclusions about the stability of the saving function
in Greece, It is therefore imperative not to rest on testing the significance of
the difference of the regression cosfficients of income and of the corstant inter-

(39)

cepts between these: two sub=-periods

.In addition, the estimates of each sub~period are going to be used for
forecasting saving in the next sub-periocd., Threevmeasures of. the errors of forecast
are going to be used for:the judgment of the forecasting performance in a comple- ‘
mentary fashion as follows, First, the average error of forecast in the athérsub-
period is goihg to be compared with the standard error of the estimate. Second,
the average ratio of the forecasts to actual saving is going to be estimated and-

third the statistic U of Theill(l961) is used, which is defined as follows:

where P, is the predicted value, A,

; is the actual value and U takes values betwean

zero (perfect forecasting performance) and unity (no forecasting performance).

s

(39) ‘The significance of the difference of the regression coefficients of the
two sub-periods. in relation.to the regression coefficient of the entire period

19451968 is going to be tested hy the Chow's method which is alsc found in
Johnston_ J (1963), pp. 137-8,

‘n/a'
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These measures are going to be used for the goodness.of fit outside the

.pEIlﬂd of DbSEIVBtan fmr the regr9851on of aach one sub-period and for the

comparison between the results of the regressions in the forementioned two sub-
periods., lefEIEHLBS in the forecasting performance between the regressions of
the two sub-periods is going to be taken as an indication of instability of 'the
saving function whether or not the parameter estimates of these regressions differ
Signﬁficantly, This traétmant is imposed by the possibility that factors other
than current income méy‘haVB ﬁhanged their influence on .saving,- though the regres-

sion coefficient of income may be held fairly stable.

The marginal propensity to save of the saving<income relationship from
tlme series 1ncmrpmrates, of . cnurse, the influence of other factors, so that
the comparlsmn of this propen51ty between the two sub-periods may be considered
sufﬂicient;fatheffthanfthéungVE use of the forecasting performance, However, the
latter is necessary to show how efficiently the regression coefficient of income
and the intercept. incorporate the non-income factors in the two sub-periods,So,
the not equal_rapresentation of the non-income factors is intsrpreted as a factor

of instability of the saving-income relationship in time series,




111, 4,§:The'prahlam of obtaining unhiased estimates

3

Une Df the main prublems of -the statlstlaal tastlng is to achleve E
ﬂunblased and con815tant Bstlmatas of" the _incame and Uther factmrs of con- f‘l%“:
‘sumptlon and sav1ng .in Greece, For thls purpose we use a- linear form of

stochastlc relatlnnshlp Df saving with incomé. and other factors,and apply

“the least—squares method dt the flrst staga. As lt is known; “the leabtn
squares estlmators are unblased and cnn51stent 1nsofar as flrst theirasi—‘

duala_(aay u1)are randam variables. w1th Zero expectatlon

CE (ui) =0 -(i=1, 2 3,,,,,M,M,h) . p o 44) ,

second .the ui ts have “the same expacted vallance for all possmble gets of . R

values of the 1ndependent varlables

s

'dé)gﬂ
and thlrd the uy are palrWlSB uncmrrplated or atherw;se the - ﬁathématldal B
pactatlmn mf hhe product of" any twm of them is zero: : — " S ey
. f o E (Ut “t+s) = D o ,‘,; ( ;{ : :d.-{III.:ﬁg) o
. for all + and fox all s # D g S |

If the last'condltlon duas not hold, we may obtaln unbldsed estnmatas oflthe;}i‘  )

parameters but at the same tlme a Serlous blaS of. thBlI sampllng varzances
by use of the least«squarss methmd Thls aventudllty raducea the valldlty of

the usual teqts -of s;gnlflcance and the pradmctlve capac;ty of. the estlmatad';ﬁ'

relatlonghlp{AU)

E .

If there is serlal dependance of the dlsturbance term ‘and thls 15 nof , S
‘atteruted to 1ncorrecf SpElelCatan Df the form of %he relatlonshlp, we may
) attempt tn Temove thdt dependence, These attempts are based on'ﬁwnassumpblon

A“‘ that the furm of the autaragressave structure of the dlsburbancc term, S

a Fl;shmo:der one, ﬁfjv
L TLrsteonae.

ut P”t—l + st L T - LQQ. (IIIa 41)
Lhen estimate P by computing the laastnsquarps regr8531on as follows:
: ‘ Gy = rﬁt"l B '1.,'*w S _ ' (III 48)

The Drlglnal SBIlBS of the dependent and tha 1nd9pandcnt varlablas are .




Lhen trdnsformed by use Df the Lstlmated coaff1c13nt T 1npo the form

(Xlt - T Rit 1) and- alm;le least-squares ‘are agaln appllad to these trans~
fmrmed varmables(4l). This pracedure can gn on the thlrd rDund and so nn,
untll a random set of rESIduals results. We then compute the standard Br—

., TOIS - and test the 51gnlflcance of . the astlmates frum the - so transformed data, _]‘kV

ThlS maﬁhod 15, howaver, unable to remove the blas of the‘estlmates
”when lagged consumptlon 15 added’ as a varlable. For in that case’ the assumm(‘
p%lon of thP 1ndapend8nce between the dJsturbance term and the explanatory
varlables is v1olated, Presance of autocnrrelatsd dlsturbaans and of lagged
'.'varlables hlghllghts accordlng to Professor Johnston(42) one of the strlklng
g{weaknesses of the current state Df ecannmetrlcs, in that the’ Jolnt result -
of SEveral compllcatlnne cannmm be lnferred as. the -sum Df the;x separata

results,
E We a%a going to make 'use q% the so~cqllad‘Pthréa;ﬁaSS’Iéast sq‘ua:ces;I
method,'which Hés Béen;suégested by‘PeressnfsiTaylnrzand Wiisdﬁc€I964) and. is
desighea to remqﬁe»biaérduemtc;sgrial correlation when- lagged variables are
incihdedA Thus, suppose‘thaf WB"HéVewﬁHe following rélatimnship Df‘stOChaétic

. nature (w1th varlables measured dS dav1atlans from their. means) o

ke Ct ’ act l PN byt + “t L fi Coa 4 (III@ 515
By applylng leastmﬁquares to thlS lElathﬂShlp we get a cun51stent estlmate
of the parameter b, ~If the ras;dual term is sexlally coxrelated as. in aqua~

" tion (III, 48), ‘then the Bquatlun (III, 51) takes. thL follow;ng fntm.ﬂ‘

Ct = GC.L l L byt I‘ﬂ_{l l £ B.L » - % (III.; 52) -

' In the second paas the equatlmn (IIIa 52) is estlmated with" ct—byt
as the dependent varlable and Ct | as an 1ndepcndent Varlabla along w1th ut
lagqed one perlad frnm the flrst pass,. Thls glvea a. conSLStent BStlmatE mf
_a. This estlmate of a and the earller eatlmate of. 5 from the flISL pass are
.subsequently Uobd to obtaln a" GDnSlStEnt estlmate af uﬁo This estlmate s

'thcn lagged Dne phrlod and is substltuted far ut 21 in, equatlan (III, 32)

(41) Thus, substmtutlng for Uy flnm (III 48) to thc ralatlonohlp ct—couclvtAut
‘we, get: L ocyE et o1vy * rﬂt 1# By . T (111, 49)
Flom the. former relatlonshlp gy is found td be equal to - U7 Ctﬂl m'

= Clyt~l' Therefure, (III 49) takes 8d51ly the fDIIDW1ng form

B = ogtlyp ¢ T Gyl < F Sg - T GLVL-1F Bt
or Cf~rct 1= :D(lur)-« c1 (yt ~XY4.. l) + 8L (III 50)

(42) Ibidi, p. 216, 0T R
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Inl%hg thifd ﬁéséithe éqUaticni(III.SQ) is’ésﬁimatad through the ordinary least
. squares maﬁhod?: ' ’

En’addltaon, we. shall work with tPStlng in terms, mf first dlfferences
of the orlglnal data(43) “As it is knowi fhls is a .common procadure in tlme
rsex;es, which serves to reduce‘ﬁhé serial correlation of the rasiduals and
thg-degree Dﬁ multicollinearity, which”js attributed to intercorielétion
betwéen -the Tndependent Varlablus! ThlS mPthod rnmave ,‘of caursa, tha mnve-
ments of all the Varlables whlch are domlnated by - thelr cmmmmn‘hnnd when we
deal\Wlth actual values, On uhe other hgnq, when dealing W1ih.fLrsL diffe-
rences'Qe are ériﬁéri%y Fbcusingfan shoitmrunApr cyclical variations, There~
foredmthe regression céefficianf éf incaméxis e*pécted to be close to the \

value of the short-run marginalﬁsavingwincomefrgtia, and to show largely the

influence of the tranéitary component bf'ihcamg,.Thus;=the relationship of
first diﬁ%erenéeé; while éerving U%her purposes, it does not prDVide suffi-
cient 1nformatlon in the case of the sav;ng functlon wher? long—mun 1nflu—
gences may greatly differ from short- term ones, This can be EaSlly shown by
assumlng a. llnear StDChdSth sav;ng—lncome relatlonshlp as; fDllDWB
A -A‘C%-= Co-*’clyt Uy . . “(Ii£,53)
Differentiating in time we get = o - o

- é- = clyt + ut : . o e (TII‘54)

The lasit relatlonshlp in terms' of flrst dlfferPnces is linear &nd proportio-
nal whether or not the rslatlunshlp of Drlglnal values is non-proportional,
On the other hand, the;éQuation (1I11.54) is easily transformed into

oy = Cgol ¥ ey + Gt: . S (I11.55)
JIF we substltute Gy lfrom the equation (111, 53) referred tu the perlod tel
we aaSlly get back to the same relatlonshlp with. current income as the only
1ndependent varlabla. Th;s means that the reldtlmnshlp in flISt dlfferences,
though it contalng_lagged income, is not equivalent to thgﬂrelat;mnshlp that
inciudés ekpliditgﬁlagged income b? other laggedAindependént'véiiéhlesﬁ
Therefore, the iﬁgofﬁatipn Dbéainéd from the ralati&nship,in first. diffe-
rences cohcerms,thaxcbanda in the'finanéial circumstanceé of the saﬁersvwhich
may affect-ﬁheir conéumpﬁion é#panditure‘in tﬁé futUre;'In addition, consum-

ption . axpendlture is affected by the asset pDSltlon and p0551bly debts in-

L ]

(43) For use of this method-in’pxicr empirical research on the corsumption function
. in the United States see ¢8pecially Ando A. and Modigliani £, (1963), C

EO
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herited from the past and other factors of stock nature, which are removed in the

transformation to first differences(dd),

A spacial cause of getting biased‘and'incansiafent estiﬁates by applicafion
of the least squares is srrors in vaxiablas.*fhus, if the indapandantivariable (s)
is (are) maasured Qithuut error while the dependent variable s subject to mea-
surement errors, the latter are included in the disturbanre term, On the othar
hand, we may assume that.the Dbserved values . of both consumption and income,
Gy gnd Yo consist of their true values, say Ct and yt* respectively, and an
error component as follows:.

#

oy
and Vg = yi¥ o+ vy o ' (I11.57)
Suppose now that the true values are connected by the relation
| cg¥ = ocg oyt v | : o (I11,58)
Substltut;ng the equatlons (II1,56) and (111.57) into the equation (III1.58),..

it glVES'
Gy = Cg t Cyy — BV + ey + Uy = Cotoqyy oWy (111,59)

where Wy = -Cjvy + By + Uy
It is ovhious that the assumptions for the application of the leést squazes are
not met since wg is not independent of y;. If wefassuma that cpand y are measured
as deviations from their means, in which case the ccnstant'te:m cy vanishes, then
application of least squarés to the eduation (1I1,58) will give the following

estimate of ¢y -
Zdﬁ*yi* :
&, == - (I11,60)
1 Syt

Lack of true data forcesus toAastimata c; from the equation (III,59) as follows:

2 chﬁ Z(ct +eg ) (yp¥+vyp )

LT =y = Typ*vel? ,
Zci*yt* rZygrey tFophvy +Zepvy » (111,61)

z.yt*z + 22 Yyt Zvge

Insafar as the errors ey and vt are distributed independently of one another and
of the trues values ct* and y*, the last three terms of the numerator and the

middle term of the denominator will tend to zero as the sample size

the/ )
(44) Empirical studies sofar in U.S.A. tend to show that the effect of income

change may interact partly with income expectations and partly with li=
quid assets and may be asymmetrlcal. See Ferher Ra (1967).




. increases indefinitely, Thus, the limiting-value to which 61 tends in proba-
bility is &, Sy 2 2

lim 8, = =-d& = f S— 111,62
PLin &y = £ST TR " TR (r11.62]

It shows tha£ plim €; is an underestimate of €1 aven for very large sample &izey
and that the magnitude of this downward bias depends on the ratio of the variance

of the error texm to the variance of the true value of-incomae,

As far as the budget survey data available, the use of grouped data elimi~.
nates much of the random variability in measurement erroxrs and in'trﬁe values,
There still appears to be systematic downward bias in income data from household
surveys, in so far as infrequent or irregular receipts tend to be forgotten or
because of deliberate undarstatemant of xepoxted 1nc0mas, mainly other than wages
and salar;es. If the absolute  understatement of income ms constant over income
classes, a correct estimate of the regression cosfficient of income may be ob-
tained using data grouped by income class, for thg'erior term is then constant
in a lineax iagressinn(45)4 Thus, if consumptiﬁn Bxpénditdxe is reported without
exrror (i.e. we have ¢y = ci*),qand incama‘anly is}subject to error (i.g.,yi =

=y + vil), the regression coefficient of income, say c1s will be given as

follows:
_ZCay; Zcj, %y ¥y, ) Zc i +Z'= Vg .
cy = u:. do ...(..- ;;1’._721 = ........2+m....¥..\; :r .77 (I11,63)

If v; is stable, then it will -have zero cavariance with the true values of
consumption and income and zero variance, Therefore the.second term of the nu-
~ merator and the second and third terms of the denbmihatur'vénish so that we get
an unbxaaad estimate of cl. However, under these aasumptlmna, the cunqtant intex-

cept is upward biased, since it is given by the following fnrmula‘

co =G - clyAx c* - cly* - clv Lt (111.64)
and G(@ because vi<p,'in view of the assumption that income is under~reporied.
Insofar as reporting errors are disprspnrtibnatély laxrge in both the low and
the high income brackets, the asaumptia% of stable yndér-repqrting consists

of a rough approximation to reality.

We have reasons to suspect that the forementioned bias is re;étively laxge

especially when consumption is used in our case aa'the dependent variable over time.

(45) In a logarithmic (linear in.logs):rglatidnship, a constant percentage
understatement would permit an unbiaged estimate df‘ths income’ elasticity.




Thus, we have in Greece, as in most less developed countries, independent
estimates of saving ratherx than personal consumption expenditure., In that
frame, parsonél saving is calculated from the investment. account and persenal
consumption is ras;dually estlmated from personal disposable 1ncome. The
consumption so computed, i.e, as income minus an independently estlmatad figure for
saving, contains in effect.the same measurement error with incame, In that
caée the cavariance between the error terms of consumption and nf income may
involve a bias ofﬂunknuwn{magnitude in the regression coefficient of income
€1e In addltlon, by regressing consumption expenditure W1th income it is quxte
dlfflculf to separate the errors ‘of income and - consumption from = the tran-
sitory components of these.variables, in the terngetvt in (111.61)(461. For
these reasons saving will oe used as dependent variable in time series.
We do not make of cuu:sexthe assertion that the estimate of saving is Tully inde-
pendent‘frmm'the estimate oftincome, in which case we should hava:Etht =0
where ht is the error of measurement of saving, i.e, :

sy = 54% + h, L Les)
Supposmng a stochastic ralatlnnshlp of the true values cf the  foxm

8% =osy boa iyt ou

o N (111.66)

and substituting ?he equation (I1I1,57) for yi» the equation (I11.66) takes the

following form:

Sy = 8g * Sy * ut‘+ ht - 8V, (I111,67)
The estimate of s; is given by:
31 ZSjyt 7St yt +Z\/t*ht *i'ZSt*vt '*'Z_\!tht (111.68)

=yi© .ZEVt*d *'%Z&tyt +£Eyt

Insafax as there is no corralatlon batwaen the true values and the error termsequation

*2
(111.68) takes the form: 51 fzfinm nn-» ﬁ ‘Slzyt +2ZMtht F

* +Z..Vb Zy.t*z +th
, A
ngiéixhx-,a_xn- , (111,69)
1+ -a«..L.. '
Zyte

Considering the ratio of the second terma of the numerator ard the denomis

nator of the equation (III,6§) we find it to be equal to‘éfythtljiktz. This

(46) These difficulties are.less serious in the case of crassééaction data,

: insofar as incqme&éhd consumption are there independently estimated
and saving derive esidually and not independently as in the case of
saving survaeys iscussion aleng these lines see Friedman M, (196B).

19 20 Y e e ) s oD o o
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Amaans that the b;as in the estlmate of 8y dapends on the cmyarlance of the arrcr
J‘tarms of sav1ng ‘and ‘income ccmpared to the varlance nf the ‘erxoxr of measurement
of 1ncnma. The latter 15 pus;tlve, which- 1ntr0duces a downwaxd b1a$ Ln the

estlmata uf sl, while the sign and’ size of the former are unknnwn, whlch lnvmivas

,spaculatlon about tha kxnd and the magnltude nf “the blas in the estlmata of Sl'

: In the attampt tu remnve the blas due tm errors in varlahlas we, hava‘to :w
poxnt aut that the forementlonpd methods of transfnrmed varlablas and of tha
thraa pass least aquares may also be . expected to cantrlbute to that end(47) 7
In add}ylon the methad of groupmng of observatlons, as 1t was suggested by Wald, is -

~ the. grouplng

gomng tu be used for that purpose£48) Thls mnthod suggestc’

',of fherbﬁarvatluns ‘af all varmables whxch are subgect to ELTOor ;nto as many f—3 ”s

furthax lmprovad by aucce381ve 1teratlons, utzl;zing tha behav;au

”;nf the astl—,ff

: 'mated resmduais of the” fltted equat;unx'lnsofar as. we hava twu varxables, na=-

mely sav1ng and anome, ws nbsarue that the Wald's methods ass!mas an’ even. num-

-bexr of observat;ona, n~2m, 1n nur caae ZD,kand start with ths;

enorderlng 1n aacentmng

N magnltude of the 1ndependant varlable 1ncome and eatlmatlng the subgroup maans.

Lo

v’uﬁfixlgaé: y1 = -;Efy;s v2 = ;g:y; o o “'1( - S

J_m]_ m-i-l .
V;;;., , :1 ,”A_ - ‘.ﬁl‘rhﬂﬂ} o LT a0 e Tl :
“,i‘srmaé%mSz?RQQ%;‘ S ;,.~cnhnr
S ""19¥~ St mEL T .

[EEANR

Waldts suggested Bstxmataa for tha regression cnafflczent of 1ncnma (say a1)

“and far the constant. mntercept .ao, arer =

A -r:f>-i est of ay = _2.~_-l !555_ T Y I T2) e |
S Ve S o L 4( .?) _;
est Dfié“‘*'s ?‘al§'}”¥i R ¢ 18 ) N

‘u_(47} This is due to that the dlsturbanca term ‘may also cuntamn a component due to . .
measurement arrar in the dependent varlable. See &bhnstmn Je (1963), p.l?B

-(48) It is usually suggested substmtutmnn of the explanatory varlables subJect to-
; error with suitable’ estlmates whlch may be ‘derived from a saparate least.
Asquares rsgrqss;mwnr through "extraneous methods“ Resoxtta thl‘gklﬂd of N

treatment is not purmlﬁtud with oux data, whmle the maximum- likelihood metheod was ;
_@voided becalsé we do. not want to- apsculata .on’ the value of the ratlo of the :
variances aof EXLOTS of varlables savzng ind . income. As it s known informa-
Ctiom of ‘the size of that rat10 is” ‘NeCcess: y. fox the use of the maximum llkellhDDd
- method, which also assumes that: the errurs in variables have a normal d;str;—‘
. butlnn in the populatlon, See Johns‘ R J?(1963). :
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It has to be pointed out that"théjiaaatasquares method may lead to biased‘
-.eastimates when one or more independent variables are related to the dependent va=
riable by otha¥ Simultahenus relatimna. In ouxr chsa income’ may be not entirely ﬁra»
determined so that it is correlated with the resxdual term. To remeve thls source
of b;aa in the regrass;on coefficient of xncoma we are gnlng to make use of an in-
strumental varlablg which is not.currelated-wlth the residual term of the 5av1ng
functieﬁ(dg}. Sych a variable is selected the diffgrenca between .gross domestic in-

vestment ‘expenditure (say xy) and personal saving (sy), i.a,(5m),

oy = %y - 8y o . (111.74)

Taking now the residual ‘term of the'aquation (I11.67) as J 4 and multiplying
both sides of thls equatmon by o4, summing up ‘and assuming that s, Vg and o, are

maaaurad as devmatlons from their means, we eas;ly get

] AT e vy e om e o s III. 5
Zyt O ' . ( g )

provided thatjfxt t = Oe The relationship (IlI, ?5) is expected to obtain an esti~
mate of sy free from bias due to correlation of the income with the residual term,
An identical estimate of sj can alternatively derive by the method of the reduced
from equatimns(?lk, oﬁftﬁéléssumptien thét:tha Harrodian model of income formation

applies roughly in the case of Greece so that:
Vi = a) Xy oz = aysy + @yop tozg - (111,76)

Putting now y, from (I11,76) to (I1I1.67) and s, from (111.67) to (II1.76) we

get the following relationships {with variables taken as deviations from means)

LR SR
B = 17agar O * 3z e maer A ) (111,77) ‘
aj - a 1
S S i
Y§ = 12357 O (1"3181 {t + 1755 zy) -, (111.78)

The equations (III,77) and (III 78) give raspectiveiy:

-3181@ - 25& °x nd ool = _,’ Ex (111.79)
-alsl 2 D l"alﬁl : . :

Dividing the .first over the second of the last two equations gets a value
of s, identical to that of the relationship (111,75}, It means that instead of direct

use of the method of instrumental variables Ga can/

(49) See Johnston J, (1963), pp. 165-168,

{50) For the adoption of a similar assumption see Modigliani f. (1970). ]

51) For the conditions of equivalen f %
{ ?. mrm methnd see-dohnaté% iva e 963 ﬁ he 1natxumental vaylableS with the reduceé

-n-u---unua- £ N

_~',1 ,i,u_'. Dk o T
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get values for s and a) by solving a system of two equations with regard-

to:the =y and y4.

It is also observed that thi$ att§mpt to remove errors due to the use of
a single equation may alsolemove bias attributed to the errors in variables.
In this way the parameter estimates wmay ne& be violated by intercorre-
laticﬁ hetwsen the independent variable and the error term, Nevertheless, we

can make also in that case use of the forementioned Wald's mathod{szd,

According to the forementioned second assumption {III.45), application
of the least sduaxas method requires sdme knuwledge regarding the manner in
which the variances of the disturbance term may differ, insofar as they do so,.
The simplest way is to replace the common disturbance texrm by ona which as-
sarts that the differing.vaiiénces are merely different multiples of a con-
stant variance by a muifiplicatian factor. In so facing the problem of hete-
ruscadasticity’of the disturbance tarh empirical studies cmnceined with
household saving or expenditure relétimnships in other countries usually as-
sume that the variation inm saving inéxaasas with increases in income. Ws
may then edither attribute different weighté to the various sizes of ths in-
dependent variable (weighted least-squares methad)(Saj, or assume that the
standazd deviation of the residual is proportionate to income, i.e.
6. = h yi : (I11.80)
It implies that the disturbaﬁce texm variangaa in the relationship with ori-
ginal values are multiples of a constant variance whexe the multiplication
factors are squares of the income values, Take now (IIT.67) in a simplified
form as follows:
' By m sy ey, by S (111,.81)
and dividing both sides by ¥y we get the following relationship:

s S K | (111.82)
Y ¥t

According to (II11.80), the standard deviation, and hence the variance, of the

error term in (III1,82) will be constants The estimates of the relationship of

(52) This method fails if the errors in the explanatory variables in the ori-
ginal model, and hence in the reduced form model, produce multicolli-
nearity or a high degree of intercorrelation among the explanatory va=-
riables, in which case the.method of extransous information is suggested,
See Fox. K. (1968), p. 440,

v s T T

(53) See Johnston J. (1963).




comparad wmth thame uf the,

Cee iR (III 88) is an‘ea.lmata uf the conatant Lntexcapt in (III 6]) WB can fur-

"thax make the same kznd of tran%focmatxon of orlglnal values to: ratlus tn

';.'\‘“ ggggumptlnm‘i—. as a variable ;l.n

(III 83)

‘ ‘ésa relatxonsh;ps especlally uaeful for predxctlon pu ﬁosas, It is:. -

-remlnded that the prablem of. pradlctxon nf sav;ng is xalated tD tha stabl- o

1l;ty of the sav1ng-1ncume rslatlonsth, whmch daaa not get a unlque def1n1-» c

. tan by empzxxcal rasearchers. Fnr uurapurposes the deflnltion nf btablllty | : ;
1Qf'the'sav1ng~1ncmme relatznnshlp lﬂGlUdES tha expla;ned part of the’ vaxlance,

5; the

=ga uf the paxamaters and the standard arxors uf theirn- astlmahas whzch 4

‘@datarmlna thelr conf;denca 1ntervals, Tha staballty of the parameter estlmate A
'uf lncome can be furthar testad in tlma serles ‘where. suff1c1ent number of J
observatlnns 15 avallable by: assumlng alternatlvely that s o dnd- 8. are llnear

1
‘ Functlnns ‘of varlablas othPr than income (zt)

o ool * -

| ey W f(zt) = by * blz.t A R "!"Q'(i‘i"l A‘BS)‘.;}:@,/
- i:{:f‘ ﬂf~= ;“w~ ;:v?lw "?(zt) - Qg * Uzt oo - (I, Bﬁ)j
f?.'. Suhstltutlng for al and 8¢ :zn (III Bl) we get the fnllhw;ng rBlatan&hlpB?if
X urnapactlvely.. TN o B: - -
_and’ s t - qo + qlzt + slyt +!t .. kiin.es)

Insofar as the resu"s of thesa last. twu ralatzonahlps are worae than thuse fw{

#

'of tha relatlanshlp (III Bl) then we hava tu ccncluda that there are not suf—
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. Furtheron, (III.ﬁT} and (II1.88) can also be estimated by expressing them in
ratios to income to secure a cnnstant-Qariance of the disturbance term and COm-
pare them with the results of. the relationship (111,82), These testings cannot
laad, however, to solid conclusions in view of the fnrementionsd\ihterccrre~ ‘
-lation of incoms and other factors of saving and the uncertainty about the sta-

bility of this intercorrelation in the future,

The choige between élternative tests of linear relationship is first made in
terms of - the explained proportion of variance namely the cpefficient of multiple deter-
minatiun{ and of the significance of the regression coefficients, That significance is
tested through comparison of the ratio of the regression coefficients to their
standard errors with the bty _, value of the Studént‘s distribution, since the size

of our sample consists of less than 30 observationa(54). Inaighificant regression.
coefficient(s) lead(s) to rejedﬁion:of the relationship whether or not the coef-

ficient of multiple determination is significant(SS).

The significance of the coefficient of mui%iple determination is tested in
the form of the null hypothesis and by comparison with the Fvjvoa ratio of the
Snedecor, Strictly spsaking, ths caafficienfs of multiple deterxmination are
comparable between two regressions eonly if the latter have the same num=
ber of variables and the same mathematical form of relationship, If the number
of parameters equals the number of abservations the coefficient of multiple de-
termination equais to  unit and looses its‘préptical importance, If the number
of parameters is smaller than the number of observations the coefficient of
multiple determination tends to be overstated and may be corrected for the

dagreﬁs of freedom,

‘It has been pointed out that high. values of R® may give little informa-
tion es to the validity of the theoxy of cansumptian(55), Since the marginal

propensity to consume always exceeds .5 it has been maintainedi:by Ferber that

(54) The Student's % is taken as tk.a.where k is the degrees of freedam
(n=p=1) and. a, the levsl uf significance,

{55) If all the regression coefficients are insignificant, the coefficient
of multiple detsrmination is unlikaly to be too high,

(56) See Duesenberzy J. (1949), Ferber R. (1953), Suits D, (1962).

s oy oy ey . gy >
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the discriminatory value of the coefficient of determination may be increased
by the use of-saving as the dependent vafiable. The significance of the diver-
gence between two comparable coefficients af‘determinatimn is tested by
transformation of the cmrresponding correlation coefficients by the Sir Ronald
Fishsr methud(57). In cases we have to make comparison of the goodness of fit-
with not exactly the same dependent variable, i,e, saving in per capita v.s
saving in aggregate texms, the Tit has to be translated into the same dependent
variahle, For this purpose use is made of the standard error of estimate,
which consists af the estimated standard deviation of the depsndent variable
when the explanatery variables are heid constant. The standard error of esti-.
mate of the relationship in .aggregate terms is divided by population to becoms

comparable with the standard error of estimate in perlcapita termsa,

If data were available for the prewar period we would carry out sepa-
rate statistical testing of the saving fpnctiﬁn for that period and compare the
forecasts from this function with actual postewar saving. The goodness of fit‘
within the period of ohservation 1949-1968 is not examined solely in terms of
the significance of the coefficient of determination in sﬁ far as it has as a
rule high values and is held fairly stable in alternative testings, The graphi-
cal presentation of the residuals helps also in part the investigation of ths
problem of goodnass of fit, besides other purpeses, i.e, the sefial correlation

of the disturbance term.,

As an additional measure of the goodness of fit used is the accuracy

of the ﬁredictiwns and the forecasting performance of the estimated relation-
ships in the year 1969 for which data have been published(SBJ, The forecasting
performance is sp investigated not by use of past valuss and the trend but in
terms of assesgment of the structural relationship, We therefore make alternative
forecasts by use of the parameﬁer estimates derived by tga‘applicaticn of . dif-
ferent econometric methods, These ars point foracaéts based on the assumption
of stability of the estimates of the structural relationship in time and calcu-

lated as foliaws:

gt_‘_l ﬁ;Sm + SI-‘y't+l = & + 81 (yt+l - y)

[ —p— . = i sy o A o0 cwe

(57) See e,q, Mills F,C. (1955}, pp.303-9,

2 A e e s s e v aver a0

(58) See National Accounts of Greece, 1960-1969, No 20 ; Athens 1971,

e
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The ratio of the forecast over the actual valus of saving and the ratio
of the error of forecast to the standard error of estimate are also going to be

used here, besides the Theil'sfétatistic u.

The goodness of fit of the two definitions of saving is going to be
cmmﬁared in terms of standerxd errors of egtimate. This criterion is of course
subject to thg objection that if income is arbitrarily divided into two parts -
and each of them is régraSsed with income, one can make the standard error of
the one regression as small as he likes by making one of the two parts suffi-
ciently small, This kind of objection looses however ground in our case since
the choice between the two alternative definitions of saving dis based on theore-
tical Donsidératicns with regard to the way households treat consumer durable

goods, As it has been pointed out alraady(ﬁg) if:

53’3182 ry >< S’B”S}:.y

the following condition will also he true:

Sprla s.ea .

Cl+¥ Z Cz;y

where s,e. stands for the standard error of estimate, s, and s, are saving exclu-
ding and including expenditure on consumer durables and cj=y-s; and cp=y-s3,

with yzsl+clxéz+82.

The saviné concept which obtains comparatively low étandard»er:or of
estimate is supposed to give a more 'stable! saving function than the dternative
concept, The term stability is used here for the goodness of fit with two dif-
‘ferentidafinitians of the dependent variable rather than for assessing the regres-
sion results wi%h the saﬁa denandént variable over time as in the last sasction.
The above 1nequal1t1us imply that the greater is the stablllty of s, va,s, the

"
S

gleafer is the stablllty of- LZ va.cl and vice versa.

In yiew of the problems of scale. implicit in the standard error of esti-
mate,we ccnﬁiﬂaxnow anothef alternative test of the stability of the saving fun-
ﬁtjpn defined as abnba,)This consists of ragrassiné separately, Sy d (:52"31)
-and ¢, on y and then cdffélat%ng between the residuals Qf sy on y and of d on y
and between the residuak;ufﬁdqén y and c; on y and dumparing the results. We do -
not needhhowe&er to carry out the relevant Cmmputatians,'siﬁcg this alternative

testing seems equivalent to the above comparison of the standard errors with the

nesma

(59) See Friend I, and Jones . (1960 a).

../, n .
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. simple linear model used. Thus, if ug, up, and uy are the residuals of s;, d and

cy on y respectively, then it is reasonable to. expect:
bujuz = bajg

and buzuZ = bczd

’With‘given v, @& unit, say, increase-in-d will result -in the same sum of decreases

in 8, (by bsld} and in cy (by bcgd); If therefore bsld:> bcgd (ox b”l”2;> bUauzl'

it is easy to prove that-
1
bs;d <- 2

This. condition will be tyiue if and only if

85 g;‘séy < S’B'ﬁly

Therefore the comparison of the standard errors of estimate gives a simple itest
of the stability of the personal saving as a linear function of income and of the
rglati;é substitutability:ﬁf durables with ordinarily defined saving vs, expendi-

ture on non-durables and $Ervices.

Given that c, is large relatively to &) there is reason to expect’%gat
the cmmparlson of bg 1d apd be od” is b;asad in favaur af bczd' ThlS creates diffi-
culties in the case we find b¢2%> bsld or bSld ;} 55 when we will have s, e.52¥;>
So8eg,y, In other woxds, lf the lattax 1nequa1;ty is »hnwn by the results, it
will imply the formex 1nequa11t;es subJeut +to a bias in favour of bcdy' To Tace
this . bla% of scale which is mellclt in the atandaxd error of eatimate we are
geing to divide it hy the average sav1ng in the peried 1949-196B as happens usually
ln_the cagse of standa;d\d9v13t10n, to derive the coefficient of variation, Similar
division of the standard error of estimate is also made by £he &téndard deviation
to show the relative varxatxon of the ‘nan-axplained part of the variance in compa=-

risen with the total variance of p-:aonal saving.
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APPENDIX I1I

O e e et B TR WS A O 3 W8

Limitations of the Values of the Parameters.:

opecification of the.limiting values of the coefficients of the saving
funcﬁinn is necessary before getting infﬁ statistical tagtihg'for the appropriate
interpretation of the obtained results. It‘has to be reminded that the absolute
income hypothaéis in its original form and further elaborations have assumed
that the sum of the partial marglnal prnpensxtlea to consume frum income is

(t:})

less than unity

. The value of B either in equation (I11.22) or in equation (II1.27) is sub-

ject to the following condition:

D<B <1 1 (111.89)

On the other hand, substitution of yte for the weighted sum of current and
lagged income from (111.27) te (III, ?6) gets the following form
c- = ay Q;E:(l»B) Yior c (111.90)
r=0
The same exactly form alternatively derives from (I111,25) by substitution of
Cy.p fOT all r!s on the basis of (111,23), If in addition to the past stream of
income there are other factors which affect consumption, they may be identified
into two kinds, i.e, those which fix the substistence consumption and those which
are related to change in tastes about the distribution of resources between con-
sumption and saving., The first source of influence is assumed to be constant for
all tihé periods say (agj) and the second can exert a systematic influence through
time, which is supposed £0‘be included ih the residual term ut.fTherefﬁra, the
relationship (111,90) can take the following form:
o0
oy = 8y + a) BZ(J_mB)I Ygur *+ Uy (I11.91)
=0 -t \
where g is assumed to incorporate taste effects, in so far as they are not of

a trend-like fashian and+are not absdkbed by incomej and any irregular influences.

Provided that the netion of substistence does not change except in very
long periods of time and that we can identify sufficiently the influence of the

taste %actor, the only condition regarding the value of a, will be

3 )0 (111.92)

(60) See chks J R. (195l), p.l72, Keynes J,M. (1939), p.97.
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The value of the product aj B;Z:(lmB)r in (III.91) consists of the sums
of the partial marginal propensities to consume from income, The term (1-B)
consists of the common ratio of a geometric progréssion the sum of which is

given by

= ay - ay (1-B)* (111.93)

ay B [1-0-B) ] ay B [1-(1-8)7]
1~ (1-B) - B

It is obvious given (IIf,BQ) that as r—» o the value of the sum of the above

geometric progression has a limit = a)}. Also the sum of the paramsters of income

and lagged consumptio% in (I1I.25) equals to

ay B + (1-B) = 1+B (a,~1) <1 - (TII.94)
depending on whether a, 1 : (111.95)

In addition, the relationship (111.25) can take the form of a difference equation
cy = (1-B) cy.3 = agB+ ap Byy (111,96}

If the value of is held constant, this difference equation has the solution
Yy q

. 29B* a1 Byy -p)t = ZaBr 31 Byy 1-B)b =
Sy = ~SmItiicp)yt co (°B)T = B + 6 (1-B)
= 8y +ay yi + co (1-B)° (111.97)

The sum &y +a; yy is the equilibrium value attained by cy for given value
of yy and the marginal propensity to consume in this equilibrium is'a;. The
exponential term (J,--:B)t indicates that ceteris paribus, the deviation of cy

from its equilibrium level approaches zero at a rapid expanential rate,

It appears therefore that with B taking values betwsen zero and unity,

the sum of the marginal propensitiss to consume from income (II1I,93), (III,94)
will be less than unit, It means that in equilibrium saving will be positive
rather than zero, Positive saving implies increase in wealth, as a result of
which consumption ia.gding to be increasing if it is positively associated with
wealth, Un the basis of this‘supposed wasalth-consumption relationship, it has
been maintained that the sum of the parameters of murrént and past incomes and
of current and lagged consumption will be edual to unity rather than less than

(61)

unity . This critical question depehds on the form and the stability of the

(61) See Spiro A, (1962), Ball R.d, -and Drake P.(1964), The latter have proved
the condition of the equality to unity of the sum of the parameters of in-
come and lagged consumption through the identity yy = cytsy = Syt -wy
and by assuming'a beshavioural relationship between cy and wy as wy = kcy.
Substitution for wy and wyg.) in the above identity gives cy =

1 %
TIRYETIRCE-1
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relationship of consumption and wealth in a given place. Suppose so that wealth

has a proportionmal relationship with last yéar's consumption, i.e.:
Wy = ko opy (I11.98)

If the sum of tha parameter estimstes of current income equals to Onit, we can
get an estimate of k through the relationship (5) of Ball and Drake {(p.67).
that sum is less than unit we can substitute for cy_; in (I11.25) and get the

following relationship:
1-B

Cy = a B+ ay Byt + ui- Wy ‘ (I11,99)
1-B
or S =-a oB+ (l-a; Blyy ~ - (111,100)

The last ralatinnship(éz) can be presented in a more simplified form as follows:

= Ay + A yt + Ay wy \ (111,101)
Differentiation of this relationship in time and defining Qt = 8¢, it gets the
following Tormula:

LS A .
St = s Vi TR at‘_l | (111.102)

Testing this relationship(53}'ia possible by available statistical data in Greece
and is going to be helpful in considering the question of a constant relationship
between the flow of consumption and the stock of wealth in that country(64)d In

© addition, it will show the sign of the relationship between the flow of saving
and wealth which is going to be useful in the interpretation. of tha results of our
statxstlcal testing on the basis of the discussion in chapter II. Estimation

the stock of

of the exact size of despendence of the flow of personal savingz@ £

(62) It is recalled here that the incorporation of 'wealth! as an independent va=-
riable of consumption and saving has been maintained thet provides an alterna-—
tive interpretation to the possible constancy of the aggregate propensity to
save over time See Tobin James (1951) and to the cycl:cal varlatlun of saving

2 3 Hire 45 453 i o2 e vy
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(63) Tha‘SLmllar form of relationship was recently slaborated by Hnuthakker H.,5, and
Taylor L,D,(1966) and applied by them in group and total personal consumption
”SQEEEEZ%GrB in the United States and Canada, As Houthakker and Taylor notice (p,

183), direct testing of the saving function implies a zere depreciation rate of
wealth and 1ndetermnnacy of the value of the intercept a, in (II1,100},

(64) Thus, since Aps == we may apply the estimate of form (III.25) to get an estimate
of k., In fact we ﬁave to incorporats from the results of the testing of the ree
lationship (111.25) the value of either a; or B in order to find the estimate
of the other and of k_aince the relationship (111,100} is underidentified.

o/.-
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wealth from the relationship (I11,102) is of course difficult, in view of the
possibility of downward bias of the regression coefficient of lagged saving.
Investigation of this possibility will take place through application ef the

three-pass least squares method,

It is now useful to point out that the assumption adopted in the deriva=-
tion of the long-run marginal consumption income ratio in (I111,21) orx (III.25)
that c, = Ciol is better substituted by the assumption of steady linear growth,
defined as the development in which the derivatives of Cr Vi and cyg_j remain

constént over time, Differentiation so of (II1.25) in time gives:
&y = ay BYy + (1-B) &;_; (111.103)
Since Et is assumed %o be equal to at-l! simple transformation of (III,103) gets:
Cy = a; Vi | (111,104)

Thus, we have Etfﬁf = ay which implies that the marginal propensity to consume
in case of sieady (limear} growth of income is the same as for long-run equilibrium
of ccnsumptinnhand income, If we now differentiate alternatively (III,101) we have

to assume that the growth rate of pérsgnal saving is zero (i.e. $, = o) since the

t
growth rate of wealth is taken constant, Therefore we have the following relationship:

Ay ¥y + Ap Wy =0 (II1.105)
Given by definition that Wy = sy, the last relationship can take the foxm:
'A; .
& B e e y_t (IIIQlDE)

This relationship implies that in case of steady linear growth of income,personal
saving is proportional to the absclute rate of growth of income, Dividing furthex
both sides of (I11,106) by y, gives the saving-income ratio to be proportionately

related to the percentage rate of growth of incomes

St .. ALVt (111.107)
Yy Ao ¥y,

Since by assumption Alt>0 and A2<<D, it follows that the constant of proportio-

nality is positive, If it is further assumed that
Yt = 9 Yy (111,108)

then it is easy to show that s and w will ultimately grow at the same rate g,
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It also follows that:

5, = wh2.¥i o ' (111.109)
Diviesion of both sides of (III1,109) by yt"gets:

5 . AL . (111,110)
yt " Ry ‘

This xelstienship of the saving-income ratio with the rate of iricome growth has
derived nn‘the assumpfinn of expmﬁantial‘growth inlper capiﬁa income provided
that the structural equation (II1.101) is made homogeneous by putting A = nl651},
. Comparison of (III,110) with (II1,107) shows that although the steady growth
saving=-income ratio is proportional to the rate of growth of income in both cases,
“the proportionality factor is not the same,'In (II11,107} this factor is indepen-
dent of the growth réte, but in (III,.110) it is not,

Alternativa use of aggregate rathar‘fhan per capita data in testing (IT1I,102)
by adoption of the same defimpition of weéith, namely to exclude real capitél gains
or losses and cumpariéon of the results by use of éggregata and per capita data
is going to show whetharwﬁmelation growth exerts a significant influence on the
long~-run saving=-income ratio in Greecegéﬁ}, It has to be pointed out that most
of the modern hypotheées of saving iesult:iﬁ the same outcome of a relatonship
" of the aggregéte saving=income ratio with the rate of\growih of incmme(67). This
has important implications in a number of directions, More particularly it sug-
gests that the saving-income ratio is related in a cause aﬁd effect fashion with

the rate of income growth which may be indicative of the role of saving in the

(63) See Houthakker H.S. and Taylor L,D, (1966), p.l84,

(66) Further comparison of these results is also possible with a corresponding
formula of the long=-run 'saving~-income ratio which was derived from a similar
to (II1.101) function by adoption of the assumptions of the life-cycle
hypothesis of saving, namely Sy _ A;"E where, p = the sum of the rates

Yy Agtp
of growth of pupulatmon {n ) and of per capita Jncume(g)o
See Ando A, and Modigliani F, (1963),

(57) See Stone J,R.N., and Rowe D,A, (1962) Ball R,J. and Drake P. S. (1964),

x1ere ez vy ee

Modigliani F., and Brumberg R. (1954), Duesenberzy J.S. (1949} Frledman M,
(xgsvy, e Trmmmmmmmmmmmmmm o e
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parsisfénce of the vicious circle of poverty and in getting into a stage of

self-sustaining growth in less developed ccuntries(ﬁa},

The possible comparatively high c¥oss-saction variation of the savinge
income ratid can also accommodate with the time series relationship of this
ratio and the rate of income growth, Thus hnuseholds'with high rates of income
growth predominate in the upper income groups. This provides an alternative to
the absuiuté incumaﬂhyputhesis interpretation of the tendency of the saving=-income
ratio in crassnsecéion to rise as a result of differential rates of income growth,
In part, this féndency may bedlso explained in terms of differential wealth-
consumption ratios which may be cbrraléted with income in cross-section, This cor-
relation may be due to‘age, inheritance and to the variability of ;ncoﬁe in some
combinatione The variability of income may be also such that the measured income
of paoplé in upper. income groups lies above their nprmal or permanent income
and so their saving ratio is comparatively high, in accordance with the permanent

income hypothesis of saving,

We might get further into the question of applicability uf‘altarnativa
hypotheses if we had breakdown of saving and income data by wealth holdings, age,
current and past variation of income,etc. With lack of data of this kind, the
only pussibiiity is to.carry out an investigation of other factors of sécial,
cultural and demagraphié nature largely in qualitative terms. In addition, we
re@%%“td the concept bf.the‘incmme elasticity of personal coﬁsumption and saving
in the interpretation of the statistical results. It is that the income elasticity
af saQing depends on the form of the savibgmincome relationship and the value of
the coefficient of income, The latter depends on the period of obsexvation and
the presence of other indépenaent variables besides income. By definition,as equal
to the ratio of the marginal over the average propensity to save, the income elasti-
city of saving is équal to unity or exceeds unity .depending on whether. the saving-
in&omé relationship is proportioenal ﬁr not. This may be presented on the basis

of the relationship (III.81) in formal terns as follows:
‘esbyza,l depending on whether §D§giﬂ (I11,111)

If es,y;7l and SD<<D,namaly the saving=income relationhip is linear, then it

follows that Bg,y, Will tend to unit as income rises to infinity, namely it will be

(68) See especially in Ball and Drake op.cit.

a/a'
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‘a decrsasing function of income, It has also been discussed that the income elasti-
city of saving is negatively affected and the income elasticity of consumption
expenditure is positively affected by the length of the period of observation,

Thus, the income elastitity of saving from budget studies is higher than ths cor-

© responding one derived from time series data of saving and income of the same

year, If the saving function from time aer;eé includes lagged variables and -has
lingar form, we can use beth the short-run and the derived long-run marginal sa=-
ving-income ratios to get corresponding income elasticities of saving, From the
:elationship (I11.25) we obtain shert-run and long-run marginal propensities %o

save (l-a;0) and (l-a,) respectively. The corresponding income elasticities are

. (1-a;B)yt - (1-ayB)y :
Bug,4 = ~mrmsesnioand B g w Smeodeld (111.112)
N S't ‘ ( Y S
, - ' - leas Yy
°ye .t r:Q,-.,,Ei)_zz and eyg. ¢ = {1-ay )y - © {I11.113)

where éys £ and evig.t are .the short-run and long-run income elasticities of saving

and the bar indicates here average magnitudes,

It is clear that .given the condition (111.89} there must be.

eys,t>ey£,t ?”-d _Eys.'t>8y2,t ‘ S , {III.,llll)

‘Highe: income elasticity of- saving and lower income elasticity of consumption

‘expenditure in the short-run than in the long-run can be attributed to higher

variability of incmme(69); higher contribution of transitory ihéome:in the short-

run than in the longmruNQYD), or to social and cultural cmnéitimhs’change in

~ the longe-run.

As has been shmwhuﬁykﬁiofessor foiedman (1957), there is a clearcut rela-

tionship betwsen the contribution of thelfransitcry cmmpénantfof income and the

'divafgence of the parameter of the cbserved and of the permanent income. This

relationship is given as follows:

where, c; and a; are the parameters of the observed and of permanent income

resgéctively and Py is the ratio of the variance of permanent income to the va-

riance of measured income.

e e Y

(69) See Ball R,J. and Drake P,5, (1964), pp, Tl-2.

-
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There is now a relationship between Py and the income elasticity of
consumption which is given as follows:
_ Yoy Vi Yy . Y
ec,y,.t = a;t E.; = 1 Cf‘ =2 Ell P —— . (III.llﬁ)
if the mean transitary components of both income and consumption are
equal to zeroc, so that §t=§t5 and Et=gtei then the income elasticity computed

at the point correspohding to the sample mean will be equal to Py

ey, =Ty | (II1.117)

. This is-bagad an the relaﬁionahip-(lil.26) which éats Et = a, ;te = ay §%~ or
¥4/c¢ = L/a; and the form of e, y = aPy Vi/Cy, if y,/Cy is substituted for 1/a.

if~WB get the estimate of c; from cross-section data and of a; from time
series data‘we can derive an estimate of the Py' (Alfarnativaiy if we put cy=a;B
from the relationship (I111,32) then according to the ralationship‘(III.llS) we
get PyzB), Comparison can also be made with an estimate of Py through the formula
of the parmanenf income aﬁd an assumption about the auto-correlation structure of
the in#nme series, Thus, the relationship (I11.28) by transformation to variance

form gives:

. 2 : ' . .
yar(yta) = B var(yt) + (l-—B)2 var(yet_l) + 2B(1-B) t:Dv(‘yJr ) (111,118)

e
. . y .t“l
Putting now Yar(yet"l)~f var{y®.) and dividing bothksides of (I11,118) by va;(yt)

it gets: : . .
8 N
var(y®s) _ g2 4 (1opy2 varlVie) | op(oom) Sovveyten)
varfyt) . varryt) ' var(yt)
or - P, =B + (14B)2 P +2B(1-B) covlyey®ean) (I11.119)
Y , ¥ var%yt) ’

given the definition of P ., The cov (yuy®¢.;) can be further transformed given

‘that from (III.ZB)‘th_l = Byy_q * (1-B) y®y_» into:

cov {y£yat_l)v: cov [yt(Bytml + (1-B) yet”éﬂ

2
cov [vyg.y BB-Blyyyy pBO-B) Yy, sheennn ]

]

B [cov(ytytﬂl)+(l~B)coy(ytyt_z)+(1—B}2cov(ytyt_§+g,,p.]

If we now assume that hyt=yt—l so that'hzggzig Ximli we have

var{y,) -

COV(ytyEt_l)éB [h var(yt)+(l-B)h2 var(yt)+(lm8)2 h3 var(y£ﬁa,..,.J
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Dividing both sides by var(yt) the last ralatioﬁship gives

cov(yey®iay) 2. 2.3 : Bh
mmmmm B h4+(l=BYh®+(1-B N 4 anevene e s e s
var%ytj ( = }_ ‘ lm(l«ETh

provided that (l»BOh(:l.

After this transformation.the relationship (I11,419) can get the follnwing form:

' ' 2
2 _ 4,2 . 2B°(1-B)h 5 2{1-B)h > 1+(1-B)h
Py T e T L IR TP I
B2 1+(1-B)b B 1+(1-B)h -

(I11.120)

0T Py = ={73287~""137I28Y"" IS(iZ8F ° 130606 12(isRTR

with Py-~>l when B—=1,

It is obvious from the last relationship that P can dexrive on the basis

- of the values of B and he Thus, the relationship (111. 120) enables estimation of P
solely with time series data and with the two definitions of cansumptlon and saving.
The alternative estimatiqn Df'Py~hy the relationships (I1I,115) and (III.120) is
going to give the opportunity of further improvement of our kpewledge on tha‘queéu
tion of tHe contribution of the short«run*osﬁillatioﬁs of incoms and its transient

component to the observed increase in the saving-income ratio in Greece.




CHAPTER IV

GROWTH OF SAVING IN POSTWAR GREECE

IV. 1. Growth of Domestic and Foreign Saving 1948-1968.

Grééce has been no exception to the rule of an acute problem of supply of
saving in the early stages of its development. This problem was particularly. se-
rious.ih thepperiod betwéen-the two World Wars, when there wers present cexrtain
special favourable factors to fixed-iﬁvestment expenditure, Economic policy was
ndt effactive at the time to expand personal and business saving., Thus, in view
of the scartity of saving and.tu avoid waste of resources, there was administra-
tive Elucking of antry'in most industries, This was, in effact, a disintentive

of sav;ng and directed in addition its available supply largely toward gold hoar-

ding, luxury real estata and forms othex than investing to improve efficiency and

to expand(l), The pulling up of the interest rates was under these conditions

a poor incentive to save, especially given the inflation of that period which

eroded rapidly the 'value of money! and left hardly a positive real rate of re~
turn from persanal savings., Taxation was far behind the‘heavy government expen-
diture, which during that period was financed to a great extent by issue of new
money and by foreign borrowing, Foreign business investment was virtually none-
existent and capital inflow was very low due, among othex thinéa, to the often

devaluations of the drachma in that period,’

The end. of the World War II was followed in Greece by a period of dome-~
stic turbulence which was settled down by the end of the yaéx 1948, Delayed
from the war consumption reduced the limitévofldumestic saving, &0 that the
capltal requirements to reconstruct fixed equipment from the damagas of the
war were satisfied by over six-~tenths in the perlod 1949-1952 by capltal ine
flow (table IV,L1 A, column/4/). Most of this capital inflow(2) consisted of
grants to the Greek government in the form of aid mainly of U.S,A. through the
Marshall and Truman Plans, This'capital inflow- exceeded the 10 pex cen£ of

Gross National Product during the period 1949-1952 compared with gross domestic

(1) See Coutsoumaris G, (1963), Ellis H, et.al.(1964),

(2) Capital inflow is here defined to include foreign séving, namely the
deficit in the balance of goods and services, of'the balance of payments
excluding those transfers; from the rest of the World which are characte-~

Iy
4

‘! rized as current.

-/0
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“Table IV, l.1,

Aggregate Domestic and Foreign Saving

Al Ratios to total and to income (%)

Investment - Gross Domestic
Income Ratio(a)  Investment = 100

Gross National Product = 100

Domestic Fixed Domestic Foreign Domestic * Foreign Current
Investm, Investm. Saving. Saving Saving Saving Balance(h)
{1) (2) (3)  _(4} (5) (7)
17,3 13,8 39,2 60.8 6.8 10.5 1,1
14.8 13.3 83.8 16,2 12.4 2.4 4,7
17.6 16,7 86,6 13.4 - 15,2 2.4 9.2
22,2 19.5 ~ 88.6 11.4 19,7 249 5.3
23,2 21,9 B5.6 1l4.4 19.9 3.3 6,5
19,0 17.0 76.7 23.3 14,8 4,2 6.6
B! Absolute amounts and rates of change (%)
Gross Domestic Gaving Capital Inflow Price
(thamil,dzs) Change(c)  (th.mil.drs) Change(Ez Level(d)
(1) (2) (3) (4) 5
2,31 - 3,62 - 56.9
Bo64 6845 1.55 -14,3 86,5
15,00 18,4 2,29 1l.5 101.0
26,84 19,7 J.61 14,4 107a7
40,73 12,9 . 6,41 19,4 118,2

(a) Gross domestic investment and gross fixed domestic investment over Gross National

Product at market prices, '
{b) Deficit on current account,
(c) Average annual rate of growth between successive four-year periods,

(d) Four-year average of the implicit price index of the private domestic consumption
expenditure (1958=100),

Sources: National Accounts of Greéce, No 16, 1948-1965, No 19, 1960-1968, tables 1,
2, 16 and 20,
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saving of 6.8 per cent of GNP in the same period (columns /57 and /64) In the

pariod 1933 onwards these proportions were reversed, i,e. there was a cutting
down of the capital inflow to between 2.4 and 3,3 per cent of GNP, whileithe

ratio of gross domestic saving to GNP was steadily increasing from the one

four-year period to the other to reach the 20 per cent in the period 1965-1968,

These movements of domestic saving and capital inflow in opposite direc-
tion have put Greece in line with the international experience of the less
developed countries, in that domestic saving is not detgrminad by quita rela-
ted factors with capital inflmw(3). Greece, in particular, is not rich in na-
tural resources and is not a» supplier of any commodity of rapidly expanding
world demand, If this happensd, this country might attract lerge amounts of
foreign investment and‘increése fast its export earnmings and saving out of
exports(49. Thus, about a half of Greek exports consists ofitobacco, currant,
and cotton, which ére produced in fragmented small size holdings and do not

seem to have elastic foxreign demand,

ATha cutting dnwnlof the shaxe of foraignxsaving in Greece since 1952
is due to the low rate of growth of privafe business long-term capital after
the forementioned stop of the American aid(5), However during the period 1953-
1968 the deficit on curzent account, which geprasenta the total external fi=-
nance of the Greek economy, is about twice Ss much the amount of foreign saving
(compare columns £6f and /7/ of table IV,l.lJL)Thisﬁdifference islattributed to the
“fagt. thet apart from the capital inflow which is treated as foreign saving

in the national accounts statistics,s‘anpother bulk of capital inflow is not

(3) See United Nations (1960).

(4) Thus, throughout the periodeexports accounted for less than 10 per cent
ofthe gross domestic product, In the period 1957-1964 expoxtAinugme has
been relatively stagnant while domestic saving rose at a répid rate. Fur-
thermore variations in the level of exports incomes have little effect
on the rise in disposable income in Greece, See Westebbe R,M,(1964).

(5) Most of the private business long-term capital inflow to Greece is made
under the priviledged: treatment 6f the PL.2687/1953 which provides for
differential taxation of profits and a re-export right of 10 per cent
of the capital and of profits up to 12 per cent per annum of the outstanding
amount of imported capital., See more on the PL.26B7 in Ellis H.et.al.
(1964), i
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included in foreign saving‘éi. The latter inflow is associated with historical
links of Greece with abroad and consists mostly ofﬁtrahsfars from Greeks who
have settled elsewhere,mainly in Europe, America and Australia and of seamen

and shipowners of Gresk subject,

This inflow is treated more spanifically as income from abroad and as
curxent transferd to households, though this results in an outstandlng perfor-
mance of Greece among developing countries as a net rec;p;ent of prlvate capi-

tal per head of . populatlanKT)

As it is known, the correct crltarlon of .classification between capital .
and current transfers from abroad is the use of the 1mpnrted capltal( ). To
the extent therefore that the forementioned capital inflow is used as fixed
investment in Greece, there is an upward measurement bias in the figures of
'-;parsonal income and persanal saving and an equal downward bias in the foreign
saving of the Greek national accounts, This makes difficult the discussion on
the actual contribution of the domeatiu and foreign saving to the Llifting up
of the ratio of gross domestic 1nvastmant expenditure to GNP from 17.3 per cent
in the period 1949-1952 to 23,2 per cent in the period 1965 1968(9), and re-

duces the validity of a relevant comparison of Greece with other countries, -

(6) Foreign saving includes, however, changes in foreign exchange reserves which
are counted as changes of inventories, Official foreign reserves were ine
creased from about one thousand million drachmas at the end of 1948 to 10,5
thousand million drachmas (U,5,% 350) by the end of 1968. This amount core
responds-to about 25 per cent of the imports c.i.f. in the year 1968 (U.S.

# 1,395 million) and to about 21 per cent of the foreign liabilitiss of
Greece at the end of 1968 (U.S,$ 1,662 million), Foreign liabilities cor-
respond to 22 per cent of GNP at market prices (1968) and 42 per cent of
their total consists of public foreign debt, Data taken from N g_g_g; Statls-
of Statistics, Decembar 1959, . ,

(7) Thus, during the period 1960~1965, Greece was second afier Israel in terms
of net receipts of private capital and remittances per head of population
(UeS.$ 32,2), followed by Spain ($ 14.1), Chile (§ 9.7), /\rgentlna ($ 8.1),
Peru {$ T7.,4) and Mexico ($ 6.9). See Maddison A. §197D), table VII-3,p.219,
This record was achieved for Greece while the shaze of developing countries
to the total international flow of private capital was decreased in the post-
war period as the circumstances of these countries were changed (de-coloni-
zation and fall in creditworthiness, risks of foreign exchange policies and
of expropriation with inadequate compansatlnn).

(8) See U.E.0,D, (1959).

(9) The correspondlng ratio of gross fixed domestic investment axpendxture to
GNP was 13,8 per cent in the period 1949-1952 and 21.9 per cent in the period

1965-1968, The increase in the fixed investment~income ratio is higher than

the corresponding one of the domestic investment-income ratio because of fall

to b m er cent "in the.period
iSABE?Qggt%g Efa ggggggn%nlgnvﬁgtgg%igd EQég 1558 (glifgrgncanbatween cBitimn

lll and column i&} of table IV,l l.)..

W
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Assessment of the foramantinned bias is possible through testing the ex-
treme assumption that -the total "current transfers to households from the rest
of the World" are of the kind of capital transfers(lq). If this assumption ref-
lects sufficiently the reaiity, we have to substractithe amount of these trangs-
fers from the personal disposable income and from the saving of the Greek house-
hold sector, After this substraction, we observs that the ratio of personal
saving to personal disposahble income-is still increasiﬁg in terms aof four-year
averages after 1956 (column /2/, table IV;IQZ}. The average.annual rate of
growth of this ratio between the first and the last four-year periods.is 4,4
per centlcompaxed with a corresponding rate of growth of ﬁ.j-per cent estimated
from the published data., This comparigon reveals that the inflow of capital
of this kind has a leading record in the upward movement, though the domestic

persopal saving-income ratio is also rising.

Table IV.:1, 2.

Alternative Estimates of the Ratio of Personal Savxng 1o Perqunal Dispo-
sable Income.

(In percentages)

. A B (A-BY) (3)-: (1) Change in A¥* ‘Changa in B¥*
(1) (2) (3) (4) (5) (6)
1949-52 . 6.0 5.4 0.6 - -
1953-56 7.8 5.5 2.3 29 7.5 .5
1957-60 8.9 6,2 2.7 30 3.5 3.2
1961-64 11,7  B.2 . 3.5 30 1.9 Bl
1965-68 13,6 9.8 3.8 8 . 4 4.9

1949-68 9.6 T.0 246 217 5e7 4,2

e

Estimate A: basedon national accounts data of personal saving and of personal
TTTTTTTT™T disposable income, o
Estlmate B: based on data of personal saving and of personal disposable income
-------- deduced by the amount of "current transfers to households from the
rest of the world",

* Average annual percentage change between perlods,
Sources:National Accounts of Greece. 1948»1965 No 16, Athens 1967, National Ac-

10 € e v o o

counts of Greece- 1960-1968, No 19, Athens 1970, tables 16, 17 and 18,

(10} In absolute maghitudas the "current" transfers’ to individuals from the rest
of the World reached in the period L9SU~1968 the equivalent of U,5, % 190
million per annum,

ol
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The above conditions necessitate investigation of the possible causal
relationship’ between domestic voluntary saving and capital inflow to Greece
which is postponed for the next chapter, This investigation will be relsvant
to the question to what extent the rise of the domestic fixed investment-
income ratio in over 20 pef cent in sixties is attributed to the ratio of
domestically generated saving to income, It is only streased here that the
real contribution of the foreign saving and of domestic sawing cannot-be ade~

quately shown in terms of their proportions over total investment expenditure,

e s 3 A 3 2 e A S e e . [

- oo CHART IV, 1.
P CURRENT TRANSFERS FROM ABROAD
i AND PERSONAL SAVING OF DOMESTIC ORIGIN
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IV, 24 Composition of Domestic Baving by Saver Group

We have so far observed that the increase in the saving-income raﬁio
in Greece in the. last two decades dsLQSEQCiatéd»wi¢h<thEaﬁamiibuIbm conditions
of the country from the point of view of intérnétional relations, The question
now is whether the incxe;sa in the séving;incame ratio is attributed to a spe-
cial composition of domestic saving by saver group. An international comparison
is possible here, with the main limitation to include only countries with
available data on saving of the government sector,defined as in Greece to

exclude public corpnratiqns(ll).

As can be seen in the table IvV.2.1, among the 20 countries with avaie-

lable data the position.of Greece is ninth in terms of ratio of net domestic

saving to net national product during the period 1955-1965 (see column /3/ ). ]
At the same time the position of Greece in terms of share of government saving
to the total net domestic saving is fourteenth (column /4/ 1632) | The latter
positipn is relatively low, especially in'vigw of the fact that the correlation
hetween those two ratios is positive (coefficient of rank correlation 65

per cent), This seems to indicate that the increase of the ratio of domestic
saving to income in Greece is to some extent a consequence of an nutstahding

performance of the priﬁata sector of this economy,

(11) The public enterprises in Greece which deal with railways, matches, post- i
office; ports etc, are included in the public sector and the income |
from them (income from property and enterpreneocurship)corresponds to
1.6 per cent of government revenue and .3 percent of GNP (1968),
EQEEES' National Accounts of Greece 1960-1968,

(ld) The ratio of government saving to net domestic saving rises from 14.6
per cent to 17.9 per cent if the total corporate saving is added to
government saving, Thus, even under the extreme assumption that all
the saving of the corporate sector is made by public Corporations,
government saving in Greece is still nothing like an international
record, This indirectly shows the small’ importance of the corporate
sector in this country.,




Table IV, 2. l.
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Ratios of Net Domestic Saving (NDS) to Net National Product (NNP) and

of'GnverntntlSaving (6GS) to NDS*,

(Averages for 1955-1965; per cent)

Finland -
Eéimany Fed.Rep.
Netherlands '
Switzerland
Austiria

South Africa
Peru 28

Spain b

Gresce

France

Canada

Belgium

Jamaica

United Kingdom
Ireland
Colombia
Uruguay b
Costa Rica @
Honduras

Korea,'Rep.of

NDS

NNP

-y o o

)
20,3
19.6
19.4
18,0
17,8
16.2
15,4
14,2
"12,6

12,3

11,8

11,4

11,1

10.1

‘ 9.5
9.1

Bo6

7.8

7.3

6,5

\

LGS

NDS

" -

(2)

at.1
39.7
23.6
30,8
39.4
25.7
10.6
aL.9
14,6

29.4
21.6

2.7
2643
13.2

4,6
48,0
11.9
38,5

6.1
Tl.4

Ordexr of Magnitude of:

Column {1) Column (2)
(3) (4)
1 ER
2 4
K| 12
4 8
5 5
6 11
7 %7
8 7
9 14
10 9
l; 13
12¥> 20
13 10
14 15
15 i9
16 2
11 16
18 6
19 1B
20 1

¥ Ingluding only countries with government saving excluding saving of
public corporations, :

2 P D A

a. 1955-1963
b, 1955-1964

Source: United Nations, Yearbook of National Accounts Statisbics, 1966.

\
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The fact is that the gnvérnment saving has also been iﬁcraased in Greece
duxing the last two decades, Thus, government saving grew up from negative
(-3.2 per cent of GNP). in the period 1949-1952 to 3,3 per cent in the period’
1961-1964, and fell again to 2.4 per cent of GNP in the last four year period
1965~1968, The public sector achieved positive saving for first time since
the war in 1953, theyear of devaluation of the drachma. During sixties the
tendency for ldng postpened current civil mainly outlaysito rise caused the
rate of increase in the current hudget surplus to decline and in sameﬁ years
abaolute declines to occur, This made public saving inadeqguate to finance
publié'ihvestmant'expénditure with result an increasing recourse toi foreign
and domestic borrowing. Un the other hand, despite the low rates of increase
of the current surplus; the tax burden(which consists of a major component of
government disposable income) as a percentage of national income has increa-

sed, as will be shown in chapter VI,

Table 1V, 20 2:'

. 9ize and Composition of Government Saving in Greece

(In Pexcentages)

G, 1 Ezgz “E;Ez Govexrnment Saving = 100

Ratios : GeDaI, GoIo Gallu . Budget  Local Auth, Social Ins,

B ¢ N C N ) NS ) () 8
1949-1952 36,6 - 3,2 ° =151,2 29,4 21,8
1953-1956 2749 25,4 1,0 -5.2 T4.4 30,8
1957-1960 29,5 44,1 2,3 5347 26,7 19,6
1961-1964 33.7 45,1 3.3 42,1 al.5 26,4
19651968 30,2 33,8 2.4 32,7 44.b 22,8

ot el s e oy

Gross Domestic Investment, Government Saving and Gross National Product cor-

respondingly.

—— v v ey sy

Sourcas:‘Na%ional Accounts of Greece 1948-1965, No 16, 1960-1968, No 19.
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The low rates ofkincreasa in the public sector's séving is attributed idw
mainly to-ﬁha budget surplus, as can be seen Trom the falling proportion of the
latter to the former in the sixties. (table 1V.2,2, column /4/ ). There was at
the same tims a paxtiaily offsetting upwéxd movement of the saving of local
authorities é&cluding public corporations (column 45/ ). The prdpﬁrﬁian of social
insuxance resexves, on the other hand, goes up and down betwsen four year periods,

as a result of a regular rlse of pena;ons.

Table IV. 2, 3,

,:Ginés Private Saviﬁg; l.evel and Rate of Growth,

Average Annual + Pariod Changes G.PsSeat constant GoPuSeper G.P.5,

f

!

|
_amount (themil.drs) (thymil,drs]) Annual % Values Capita aver

| TTTT {3Ramil.drs) - (drs)ta)  GRF%
S 20 (3) (a) (5] 18
1949-1952 . 3,31 . e 5,72 752 10,0
1953:1955  T.89 4,52 3%.5 . 59,12 1,150 11.4
1.957-».1.960 | 12,76 - 4,87 - 15,4 - 12,63 © 1,537 12.9
1961-1964 .~ 22,33 . 9,57 18,7 20,73 2,450 16.4
1965-1968 35,88 12,38 1Az 30,36 3,501 17.5

(a) at constant 1958 values.
ESHEEEQ‘ National Accounts éf Greece, Statistical Yearbook 1969,

The leading xole of the prlvata saving is shuwn by the steady rise of its
ratlu to GNP which from 10 per cent in the period 1949-1952 has reached 17.5 per
cent in the period 19659l966 (table’ 1V.2,3, column /6/ ). Similarly the increase
in‘privaté saving has been steadily over two and a half times the corresponding
increase of goQarntﬁt saviﬁg,‘In abso;ute amounts the ayexage annual Gross Private
Saving in the period 1965-1968 (35,880 millicn drs) was over ten times the cor-
responding one in the period 1949-1952 (3,370 million drs). Allowing for about
daubliﬁg of the pvice_lével-@implicitApiice,index'of personal consumption expendi-
ture) between these twofperiodé, thére is still an increase of over 600 per cent
in the real value of pfivate saving within a period of two dacades (column /4/ ).
This figure does not change appreciably if we speak in per capita terms (column
/5/ ) in view of the low rate of population growth in Greece (a total of 18 per
cent between 1949 and 1968). )

RZ
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The question further is to what extent the personal and the corporate sectors
have contributed to the already observed increase in domestic private saving.
Table IV,2,4 shows a very limited role of the corpoxate sector in total private
saving in Greece, This is in part the result of the small size corporate sector
in this country, as it is the rule in less developed cuunfries(lj). In addition,
it reflects the accuuﬁ#ing practice,«adohted in Greece, which excludes limited
liability partnerships.from the corpofata sector and includes only anonymous so-
cietes, whether of priwate or public ownership and management., Anonymous societies
in Greece, consist of an institution very close to the French sociétés anonymes,
while the limited partnerships are included in the pefénnal sector, in view of
the fact that the profit income out of this type of companies is treated by tax
law as personal income, Nevertheless, they are separate legal entities with
own assets and liabilities though sufficient estimates of the amount and the use
of profits from these companies cannot be easily obtained. The low proportion
of corporate saving in Greece seems, on the other hand, to be due in part to the
proportion of the distributed dividends(14),

Table IV, 2, 4.

Composition of Gross Domestic Private Saving in Greece

" In_thousand_million_drachmas

Personal Corporate Depreciation G.PR,S, = 100

Saving Saving Charges : Egb(%)_ESI:TET--E5143)

S D  ) N ¢ ) C) B )
1949~1.952 1,77 - 1,60 82,5 - 47,5
1953-1956 4,64 - 3,25 ’ 56,8 - 41,2
1957-1960 7.42 50 4,84 58,2 3.9 371.9
1961-1.964 13.29 1,22 7,82 59,5 - 5.5 35.0
19651968 22,55 1,88 11,45 62,8 5,2 32.0

Source: National Accounts of Greece 1948-1965, 1960-1968,

(13) Exceptions to this rule are mainly found in countries endowed with natural
resources exploited and exported by foreign companies,

(14) Thus, compared with other less developed countries the proporxtion of divie
dends in Greece is 42 per cent of corporste: income before taxes (1960~67)
against corresponding proportions of 23 pex cent in Brazil, 20 per cent in
Jamaica, 16 per cent in Puerto Rico, 10 per cent in Trimidad and Tobacco
and 44 per cent in Rodesia and Nyasaland {for countries other than Greece
data refer to the period 1950-59 and have heen taken from the World Economic
Survey of the United Nations of the year 1960, p.7l). The proportion of di=
vidends in Greece is associatedTDwgth a low proportion of direct taxes than
with a low prapartioh of retained profits,

/s
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With reservations of this kind in mind we observe that personal saving
represents in Greece between 32 and 63 per cent of the total gross private do-.
mestic saving (column/4/; table IV.2.4). This prmportion is in addition as @ rule
iﬁc:eaaing from one fodr-yaar periﬂd-tq the naxt; Therafcie,~tha question is
whether this importance of the saving of the personal sectof in Gresce reﬁrasents
an outstanding performance of this sector internationally, A comparison of Greece
with advancéd countries having available data puts hexr midway these countries,

ied, in the fifth place among eleven countries,

TablagIV. 2o 9.

Parsunal baving over Gross Private Domestic Saving

(Average 1955-1965)

vt e e e e et S s e, e el il e W v O

in percentages

United Kingdom ‘ 31,6 Netherlands 64,9
United States ) 51,9 South Africa - 70,0
Switzerland 59;4' : New_Zealand 7 o 70,3
Australia S 611 . Japan 73,0
G;eebé ' .62.2(51 " - Belgium ’ BD.G
Canada . 64,9

(a} l955-lQéE

Snuruea. United Nations, Yearbook of National Accounts Statistics 1966
National Accmunts nf Greece 1948-1965, 1960~1968.

In ViBﬁADf a rather wida‘variation(af the proportiqn of personal saving
over gross private daheatic saQing among countries, we have to investigate
further the.rslative'pmsitiﬁn’of Eréace, Special conditions in the latter
cnuntiy with-ragard to the campnéifinn of inveatment; namely high proportion
of housing, seem to result in a dnwnward-piaé of the'propmrtibn of personal
saving in. comparison with ofhar countries, This bias is assigned to the amount
of curXrent saV1ng which is’ usad for the constructlcn nf a rapidly increasing
numbex. Qf demnlxshad 51ngle dwelllngs in the Greek 61tles and replaced by multi-
storey buildings, Thlg augmented depreciation of housxng might be othermise counted

as personal saving if the composition of fixed investment waxé.differant(ls).

(15) Calculation of the depreciation in housing has been based on unpublished
estimates of capital stock of the Center of Planning and Economic Research,
which have been .given to us by Dr, Elias Balopoulos, Director of this Center,

s
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Addlng the estimated daprBCLatxon of housing topersonal saving increases the
i proportion of the latter to the gross p:;vata domestic saving to 64-67 per
cent (calumn J2/, table IV 2.6). Itmeans that, since the dwelling stock is
of parsanalngnerghlp in Greece, the perxsonal sector contributes in effect

about two thirds of the”domastic,privaﬁa saving in the country..

Table IV, 2, 6.

Relative 9ize of the Personal Saving:in Greece,

Ratic of Pexrsonal Saving'over: : Personal Saving

" Gross Domestic -  Personal Disposable gEE:EEE&Eﬂ
Private Saving Income \ {at 1958 prices)

A B A B & A ¢

; (1 (2 @ w6 er (1
19491952 52,1 65.1 6.0 - T, 9.0 415 . 573
1953-1956 . 56,7 66,1 7.8 8.7 11,9 669 970
- 1957-1960 57.2  64.2° 8.9 9.9 14,8 894 1,410
19611964 59,4 6446 . 11,7 12,8 18,8 1,454 2,232
1.965~1968 62,6 67.1 13,6 14,6 23.4. 2,194 3,620
1949-1968 57.6 65,4 9.6 10.6 15,5 1,125 1,761

Estlmata Az Rational accounts data on pexsanal saving,
....... -

Estimate B: includes column {1) plus depreciation of housing

A L e RS e S e

Estimate C: includes column (l) plus consumer durablesoutlays.

[

Sources: National Accounts of Greece, Centar of Planning and Economic Research

T ‘Qf Athens.

In terms of ratlu to perﬁonal disposable income, personal saving OVEI;
doubled betwsen tha pexlods l949~1952 and 1965-1968, whather or not it includes
depreciation of housing (columns /37 and [4/, table IV.2,6). The increase of this
iatia;would be somewhat'mcie rapid, if the pational accounts concept of personal
‘saving were expanded to include expen@iture for purchase of coﬁsumer durable com-
modities (column /5/:). Deflation by population and prices show that the per-
capita saving of tha/bériad 1965-1968 is 5,3 and 6,3 times the one of the period
1949-1952 for saving defined to exclude and to include durabiesoutlays COrres—

pondinglya.

Lo
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The relatively rapid rate of growth of the parsonal saving .is alternatively
shown by fitting a trend line through the least-squares method. Use of an expo~-
nential form of trend (linear in logs) has the advantage of giving a constant

rate of growthﬁlﬁ)

and consists of a first.apprbximation when the trend departs
from linearity. By this way the trend line texplaina! the lowest proportion of
the variance with personal saving which has in addition ©ne of the highest rates
of growth compared with total private domestic saving and total ‘gross dﬁmastic
éaving. This implies that personal saving is moxre rapidly grown and at the same
time more strongly fluctuating ffom the one year to the next than saving from
other sources, It is therefore useful to try to isoclate the faﬁtmr$~which dew

temmine the growth rate of personal saving and those which make irregular the

movement of personal saving through time in Greece,

Further breakdown of personal saving into saving of unicorporated enter~
prises‘énd of private households is not possible with the available data in Greece,
as in most less developed couﬁﬁrias.*lt is often maintained that the saving of
unicorporated enterprises may account for a large part of household saving be-
cause they have low access to financial markets and have to :ély mainly on their
own saving for financin§ expansinn(lT) The Greek experience dves nol.seem however
to conform easily to this guess in all its respects. More prlelcally, on. the
hasis of scatterad evidence discussed in Appendix IV A, lt seems probable that the
un;corporated ‘enterprises save more than the corporate sactor but théir share to
personal saving may be not higher than the household sectox, This evidence seems
to suggest that.the'business firms of small size save more than the big ones,

In addition, there are some indicationsvhich derive from tHe composition of fixed
investment and financial saving, about a relatively high share of saving of the
household sector with respect to what is usually thought tolibe the case for the
less developed countries, These indications aré based on a very low share of ine

vestment in the manufacturing sector and a very high proportion of investment in

{16) More specifically, assuming an exponential trend of the form StnABt, we have
B=l+g, where g is the estimatad average annual rate of growth of Sy. The com-
putation of the coefficients A and B is easy through the regression of the
lag St with t=1;2,3,44,20, since the assumed form of the trend:is alterna-
‘tlvely written as follows: log Sy=log A+t log B, Therefore the antilogaxrithm
of log B is equal to l+g.

(17) This kind of situation is also to some extent present even in advanced
countries, See 0,E.C. U. (1967). ’ '

e v s sy ooy
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s . . e (1B :
housing in comparison with other cnuntrles(% ?; as\well as on some outstanding
characteristics of the cmmpusmtlan of flnanc1al saving by form which are dis-

cussed in the next section,

The available data on saving and ;nvaéﬁment of th@»paxsonal sector caﬁ"bﬁ
further shown in.terms of surplus nf-this sectox cambérad with thg’daficits of
the other main sectors of the Greek sconomy, Table inZ.? s0 ﬁreéante a conso-
lidated saving énﬂ investment account by’sactnr on the hasis of national accounts
data giyen that a%fluwénf-funds analysis is not yet available in Eraeca(lgj; This
account has a main.gdvantage to present clearly the sources and uses of savinglA
by the non-financial sectors of the Greek. economy. Therefore the fiigures of this
table have to bBe takan in accordance with the definitions of the national accountings

Table v, 2, 7.

Surplus and Deficit of the NonnFlnanclal Sectorg.

Avaraqe 196ﬂ~l968 . In @llllmn drachmas

Housegholds Enterprises Public Sactor Total

| e TR T T

1. Gross Saving 16,793 10,846 (b) 4,450 32,069

2. Gross Investment _2,751(8) ° 24, 281(‘3) 10,625 37,657
3. Surplus(+), Deficit{-) +l;:5;£'“ :Igjzgg - :Z:I;g ‘ :g_ggg(d)

4. Gapital Transfers ~9,615§e) +9,615(e) +l,lBD(f) © 41,180

(3)-(4) s w421 -3,820  -4,995 . -a,a08

(a) Includes prlvata 1nvastmant in agriculture,

(b) Includes corporate saving and depreciation alluwances.

(c) Excludes transfers of ships under the Greek flag.

(d) The difference betwaan gross dumestlc 1nvestment and sav;ng aquals
to the foreign savmng.

{e) Includes investment in housing cunstructlun.

(f) Includes capital transfers to the government from abroad.

Source: Natlonal Accounts of Greece l960~l968..

e oy )

Lol ol

(18) For an mnternatzonal comparison lncludlng Greece in these terms see e.g.
Maddison A,(1970), It is here maintained that the small Greek: busxness fixms

a“IE&un.‘l.:u.k\?.l.y to save for investing in housing, while they do not faca 50
Tavourable temma of credit from the banking syatem.

(19) 1t has been malntalnad that although less developed countries have not’ detailed
 flow-of-funds analysis data available, it is possible to make many useful
clagsifjcations of the existing in these countries statistical ‘information.
See Bugs LeVy E,. (1968),

W ol G 5 v o
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Defining the différéﬁce between saving and investment as the suxplus (+)
and deficit (=) of each sector we observe that the suxplus of the household
sector has contributed to finance on average 72 per cent of the deficits of
the other two sectors of the economy during the period 1960-1968. Further
treatmeit of the expenditure on housing construction as a capital transfer from
the housshold to tha\antarpiiaa sector and allowing-fnr the capital transfers to
“the government:from abroad can give an estimate of the Tinancial balance by -
seétor, It shows an average financial surplus of the houseshold sector of 4,427
million drachmas whiﬁh covers a part of the deficits of 3,820 miilian drachmas
of thé business séctur and of 4,995 million drachmas of the public sector and
the rest is covered by capital inflow of 4,386 million drachmas (equivalent of
147 million of U,S, dollars). These figures are indicative of‘the role of the
household sector in financing real capital formation in Greece and of the size
of the resources transferred.ta enable this financing through the capital
market, This transfer takes place by means of acquisition of certain forms of
claims by the savers which 6orresponditu a particular composition of personal

saving by form shown in the next section,
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Iv, 3, Composition df Personal Saving by Form,

The available data in Greece concern the c}assificatian of saving in
financial or intangible form and non~financial or tangible form, Financial sa=
ving is available either in grouss terms or in net terms, i.e, before and after
deduction of the personal debt incurred during a given period of time, Our
data refer to the changes in claims of the personal sector per annum during
the period 1956-1968, so that these are close to the concept of gross financial
saving, Therefore the pace of the changes in claims is only roughly comparable
with the national accounts data on personal saving, because amang other things
the former data do not allow for the debt of the personal sactuf-whieh ismt
available in GreecacZU); This does not imply that data on net financial saving
of the personal sector would be fully comparable with .the national accounts
data on personal saving, since the latter includes also hathinvastmant expan-
diture of the ﬁarsonal sector, namely of individuals, self-smployed and uni-
corporated business. The inclusion of unicorporated business enterprises in
the national accounts definition of the personal sector adds one more difference
to the comparison of parsonal saving with the data on changes in claims con-

cerning only individuals,

The available data on changes in claims include cash and coins, total
deposits with commercial banks and other financial institutiahs, bonds and étocks
issued to the public and life insurance premiums, Parallesl movement of the changes
in claims end the personal saving is less often in agrarian economies, where
most of saving is made in tangible forms, and in periods of severe inflation,
when people get away from saving forms of fixed money values, During the period
1956-1968 Greece has experienced a relatively high average annual rata'nf'autput
growth and relatively moderate price increases, Therefore the movement of per-
sonal saving and of change in claims of individuals is not quite different if
it is expressed in real texms, The increasa in claims corresponds on average to
7.3 per cent of the personal disposable incomz in the period 1965~1968 compared
with & ratio of 11,4 per cent of personal saving over personal disposable income

during the same period (columns /6/ and /7/, table IV,3.1),

(20) The lack of data on consumer debt is in part due to that it is largely non~
institutionalized in Greece, since commercial banks were until recently pro-
hibited to grant consumer credit of any kind, Thus most of the credit to con-

sumegs was granted through business firms. Consequently, the figures of the bank
credit to the trade sector understate the outstanding consumer credit, though
it has been so treated elsewhere. See Piilos. D, (1968), Kalodoukas D.{1966).

oo At vw eom £x8 an e e




Table IV, 3, 1l

Increase in Claims held by Individuals

(1956 - 1968)

Ratios to Personal

Total Increass in Claims = 100 Disposable income (&

Increase - 'lDaposit ) Contractual
in claims{2) Cash Accounts (h) Securities{c’ Saving(d) - Column{l) Pers,Savin
(- (2) (3) _(a) (5) (6) (7)
1956-1960 3,858 26,2 62.7 10,0 Ll 4,9 9,3
1961-1965 6,747 33.9 56,6 8.0 1.5 8.4 12,0
1966-1968 1 4,340 25,0 60,0 13,0 2.0 8,5 13,7
1956-1968 2 4,945 ] 28,5 59.7 10,3 1,5 : 7.3 ll.4

(a) Average annual increase in claims held by individuals (in mil.drs), ‘

(b) Excluding demand deposits, which axe in Greece virtually deposits of the
business sector, and time deposits of Sociétés Anonymes and of Limited Liability

Companies. About three-fourth of deposit accounts represent saving deposits,

(c) Estimated after deduction from the total of the purchases by public entities,
- 8ince investigation of the balance sheets of a numbex of private business fizms

has shown very small amounts of securities ‘o be held,
(d) Includes life insurance premiums,
(e) In percentages,

Sources: Bank of Greece, The Greek Economy in 1966, Kalndnukas'D,, The Development

of the Greek Financial System 1956-1966, table 1,p,170, table 9,p.179,
National Accounts of Greece 13948-1965, No 16, 1960-1968, No 19, table 18.
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‘The year 1956 is characterized by a massive shift from gold soversigns
and inventories of business to financial forms of savings notably saving deposits,
which are in Greece withdrawable on demand according to the present lagislatiun

and non transferable by chequaiZI}

+ This shift came after the reduction of the
increase in the price level well below ten per cent in 1955ai,é. two years
after the official devaluation of the drachma by 50 per cent’in 1953~ and the
sudden increase in the saving deposit rate from 7 per cent to 10 per cent in
May 1956(22}. This policy measure has become effective in view of thé gradual
cutting down of thé inflation 'in previous years, which saéma that has formed ex-
pectations of preservation of a relative price stability. A shift to the opposite
diresction, though smaller in size than the-forementioned one, took place in the
year 1965, This was attributed to thevbreakduﬁnfof'the majority party in that year
which by shaking public céqfidance resulted in massive déposit'wifﬁdrawals.and
purchase of gold sovereigns which are not includad in the data on changes in
claims(za). No other major movements in the cﬁmposition of saving by form have
taken place Hu;iﬁg the period 1956-1968, so that great differences of annual data
from period averages are not present, On the other hand, the peried averages ﬁf

~this composition are close to the corresponding composition of stocks, in view

of the low level of stocks in the inflationary period before 1956,

There are two at leéast worthnoting characteristics of the composition of
the claims created in the period 1956-1968, namely that the share of deposit ac-
counts reaches ' - 60 per cent and the share of contractual saving is below 2
per cent of the total {columns /3/ and /5/, table IV,3,1)., The share of deposit
accounts to the total increase in claims of individuals is above the average in
the period 1956-1960 and below the average in the period 1961-1965, mainly as a
result of the furementiunad?gpecial developments in the years 1956 and 1965, This
indicates the term structure of claims of the Greek savers and the place of the
banking sector in the Greek capital market, On the other hand, the small share of

the centractual savinénpbints out the voluntary nature of saving in Greece which

{21) Since the time of devaluation ofithe drachma in 1953 the Bank of Greece has
succeeded to hold fairly steady at the parity of 300 drachmas the price of
gold sovereigns by intervention in the market either as a buyer or as a seller,
according to the circumstances,

(22) The level of the interest rates on deposit accounts is fixed in Greece by the

. Currency Committee, the supreme body of monetary policy action in this country.

(23) Most of these gold sovereigns flew back to the Bank of Greece after the mea-

sures taken in December 1965 which included abelition of the free market for
gold sovereigns, maintenance of a‘controlled market, and establishment of a

Erocedura of free conversion of gold hnardinaﬁ %ntu drachmas, See, Bank of Greece,

eport For the Year 1965, Athens 1966, p.p.
- ’ B ol
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is usually not predetermined by external foxces (such as the government) of by
past obligationse This share is partlyattributed to the fact that it does not
include amortization and- instalment and credit payments. Thersefore, the available
data include only the institutionalized contractual saving which does not seem

to represent ahfai;ly high proportion of the tntal(24)..Thh_share of ‘institutiom
nalized contractual saving to the total increase in claims ié associated with a
series of factors such as the memory of the proionged war inflation till mid-
fifties, the improvement of $0cia; security, the relative rates of return, and

the control of major insurance companies hy commercial bankstzs)é

Lastly, the share of total security holdings has'avergged about 10 per
cent annually since 1956, Less than a half of security holdi%gs‘mf individuals
consists of securities of private corporations most of which are distributed di-
gectly to old shareholders according to the pre-emptive right, The fact that
very few issues are made by corporations is largely attributed to the ralucfanca
D% them to raise capital on the open market, which is supported by bank finance

on easy terms (26), Government borrowing in the open market takes place by large

kond issues at irregular time intervals and corresponds to only a small proportion .

of the amount of Treasury Bille which the Greek Government sells to the commercial

banks and which are not exchanged in the open market,

An international comparisdn of the composition of gr035vfinancia1 saving
of the Greek personal sector is possible for the period 1960-1965 with another

nine countries members of 8,E,C.D, for which data are available (table IV.3,2).

(24) Contractual saving excludes also social security contributions. which are by
convention considered to be capital transfexs and not a form of contractual
‘saving. : .

(25) Over a hundred insurance companies many of which British operate in Greece,
with a multiple line system and ebsence until recently of ‘government tontrol
over their portfolio, About 60 per cent of the assets of these companies is
controlled by the two largest banking groups. See Zonas E. {1963).

(26) See Psilos D, (1968). The need of !securing an adequate supply of shares

S b 24 s e

for the creation of a well-developed .capital market' is also adopted offi-
cially, See Bank.of Greece, Report for the Year 1969, Athens 1970, -p. 18,

o/




A0¢

‘g sexnopoTey 1. a28aI9 Xoy*goT*d 8T 3TAel ‘I96T Yoxmy STIied ‘ixoday Texsusy fApnig siaviel
’ . awo

‘6lT%6 tded (j9gT) _______
Teitden f€g®4*3*p :sS82IN0Y
auy 9TgesodsI( Teuosizd Amu
P96 T-8G6T (4}
S96T-¥96T ()
G96T5T96T (P)
ajewrysy (9}
r96T-6G6T {q)

s3Tsodsp puewap sapnTou] (=)

9477 | s BT ot 19

g
£°g )] Tz~ . Is 5¢ £
ot ] 6 9¢ Ep g
0’8 ot zT 92 £y 6
o°zr £1 bT T ‘ €5 5
v*g 0 8 T . L5 vE
576 0 0z ooz 9 i
0% £ 6T v o8s 6T
o2t 0. e 0z 9€ 6
UL o=z T 0s - LOT
By TE - T E® . m
6 ! I2n0 sIaylQ SaT1TINIAY Butaeg S3UNO39Y -
“Butaeg *uT ‘ . Ten3.0eI3ucy 1Tsodag ysen

1e30] 2u3 jio abejuasxay

G96T-D56T ‘uOTINgTIZsT( sbejusoray

mcmamﬂ
wopbuTy pa3TUn
Uspamg
Remzop -

.af1e1l
p203319
Auewizan
aauex
nEJamﬂmm

s33235 pPajTun

*S3TI3UNCY P3302Ta5 UT STENPTATPU] 40 BUTABY TeTodeuty )4 SWIOj uTel

"z "t *AI =TqRlL




J07

This comparison with advanced countries seems to show that Greece differs from
them less in terms of ratio of financial saving over personal disposable indome
than in terms Q% composition of the increase in claims, Thus, the forementioned
characteristic features of this composition inm Greece seem to consist of an
outstanding performance of this country compared with advanced western countries,
More specifically, Greace has the lowest proportion of coqtractual saving,isthird
in terms of prapartinn.gf'déposit accounts and in addition has the highest
proportion of cash among the countries cnmpared(ng. The latter is attributed

in part to further rise in the degree of ‘'‘monstization' of the Greek economy
during the period under ccnsideratinn(?a) and the not yet close involvement of

the Greek savers with the financial system,

The comparison of the proportion of securities held by individuals in
Greece with othex couﬁtties has to take account of the observed postwar shift .
towards intermediated forms of saving in advanced countries, nm&ably the United
Kingdom and the UsSeAs More specifically, the low share of securities in these
countries .is associated with high shares of the institutionalized forms of
saving(zg), Thié kind of development - guarantees the competition in the col~
lection of pexrsonal saving and borrowing by corporations from the banking and
the non=-bank sector of the capital warket., In Greece, on the other hand, there
is a disproportional expansion of deposit accounts only, namely the liabilities
of the bankusectnr, which does not seem £o favour fully these market forces to

operate,

(27) The ratio of contractual saving to deposit accounts in Greece (about 2
per cent) seems also to be lower than in Latin American countries, notably
. Brazil (13 per cent during the period 1946~49) and Cuba (over 50 per cent
during the period 1945-48), See Bernstein E.M,(1953), table 4, p.271,
table 5, p,.273.

(28) The degrea of monetization is commonly defined as the proportion of output
that is traded. It seems relevant in this respect a comparison of the ratio
of the currency outside the banking system at the end of 1968 to GNP at
market prices of the year 1968 (about 14 per cent) with the corresponding
ratio of the changes of these two magnitudes between 1960 and 1968 (about

- 20per cent). Source: B.G., Monthly Statistical Bulletin, December 1970,

{29) The shift to these forms is attributed, among other things, to the 'simpli-~
city! and 'liquidity! they offer to the small saver, See 0.E.C.D, (1967)
p.108, ,
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Table IV, 3, 3,

Stock of Main Consumer Uurables in Selected Countries in 1967,

(Number per thousand inhabitants)

Telephuneal Passenger Cars T.,V.Sets Radios Efgiéiggg(e)

Austria 159 132 134 293 .9
Belgium(c) 184 160 185 333 6
Canada 408 282 2842 590 .7
France 141 240(p) . 1g5(b) 306 1,0
Germany (F.R.) ‘172 1.94(b) 248(b) 482 +9
Greece ‘ 76@3). 21 (d) ‘ 9(d) 114 1.5
Italy 132 136 144 222 1.1
Japan 107(b) 48 206(b) 248 1,2
Nethezlands 203(al 157(0) 200 250 .8
Spain 113(b) 50(b) 50(b) 222 1.1
Sweden 4a§ | 246 zag aT2 .8
Switzerland 437(b) , l%?(b) 143 286 ‘ o7
Turkey 9 -~ 4(b) - B85 2a2
United Kingdom 218 19610} 280(b) 318 .6
United States 540(0) VALY - am 1,413 .1
(a) 1966

(b) 1968

(c) Imcluding Luxembourg

(d) 1969

(e) Persons per room at census dates

5955552: 6.E.C.D.,, Observer, No 44, February 1970, and The O,E.C.I, Member Lountries
(5th Year), 1967. U,N, Statistical Yearbook 1968,
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In view of‘the forementioned functions that

saving performs (chapter

s . g . . . .
I1, 2) it seems now useful a comparison of Greece with other countries in fterms

of stocks of consumer durables par capita, This consists of a first approach

-to the VLBW of conslderlng consumer durablaa as a component of hnu;eholds“

wealth thouqh theixr stock is not neceararlly the most predomlnant factor of

thalr ‘flow demand, Gr@ace s0 appears to. be far behind the remparad deualopad

countries and even behind Spain which is also a less developed cauntryAnf the

Southern Mediterranean Europe. In so far as consumer durables are considered

as objects of Qtility and financial savinglalso is>a source of utility, it has

tu;ba noticed that Greece is édnéiderebly backward in the former compared with

the latter., Whether and to what extent there is a relationship between these

two characteristics, is a matter of substitution of
sumer durable outlays, to which we comé back in the
asserted from now is that the expansion of bersnnal

may be associated with the plans for acquisitioﬁvof

Grasks are far behind nther Europeans. In so far as,

mf food, clothing and personal services will follow

financial saving with con-
next chaptér. What can be
saving in financial foxm
household durables in which
an adjustment of the quality

the realization of these

plans, it may have a negative effect on the saving=-income ratio in the future,
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APPENDIX IV,

Borrowing and Investing of Companies by Size

It has baen lang ago noticed in other countries that banking criteria
discriminate against small size fizms-i.e, by the MacMillan Report and more re-
cently by the Radcliffe Report (para 935) in the U.K, and by researchers in the

UsS.A L ‘30 and was characterized by 0.E.C,D, (1967) as a more general phenomenon.

The evidence discussed here for Greece is based on statistics from various
sources, Thus while the 120 thousand small scale*induatriai establishments with
less than 30 employées represent above 90_per»cent of the total number of estab-
lishments and contribute abeve a half to the total manufacturing output, they
get about 10 per cent of the total bank credit to manufacturing and mining, while

30 big industrial concerns get some 60 per cent of that total. .

This phenomenon in Greece is éspecially related with the strong concen-
tration in the banking system {95 per cent of asséts and liabilities controlled
by 2 banking concerns). This was recently recognizéd by the Qurrency Committee
which by the decision 1421/1/28,2.66 has obliged :banks to dlrect & per cent of
future 1ncreases in bank deposits to firms of:‘small size' or Lu keep them to a.
non-interest reserve account by the Central Bank. However, a part of this reserve
was later on inﬁasted in interest bearing Treasury Bills(3l}, wﬁich have obviously
raetarted the initiative of the banks to extend credit to ;h&ﬂaﬁcrafts, as was in-
tended by the decision 1421, Small size firms have, therefore, to save fof building
up most‘of investment funds and working capital, fox which firms of bigger éize

use retained profits as well as bank credit on easy texrms,

On the other hand, the rate of expansion of smaller size firms does not
seem to be behind that of higger ones, Thus, as it is shown in table IV.A,, the
share of fixed assets to the total rose at a faster rate for the larger and in-
creasing sample of manufacturing concerns recorded by the Federation of Greek In-
dustry (F.G,I.)} than for the smallergsampla Uf‘tWD hundred biggest concexns, The
latter which are attended by the Currency Committee (C.(,) are however the biggest

debtorﬁ to commercial banks, These developments tock place at the time of the

{30) See Klein L.R, (1957),

2 vy e oy oo 4w e 20 vay e

{31} See Bank of Greece, The Greek Economy 1968,

al
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realized rise in the saving-ratio in Greece,i.e. during the last dacade,

During the same period, themtio of borrowed to total capital (the change
of which is detetfmined by the rate of rise A credit) xose for the big concerns
and was held at fairly the same level of 70 par’csnt between 1958 and 1967 foxr
the sample of the F.G.I, Since the stability of the debt-ratioc of.the F.G.I, sample
was realized at a time of a rise in the size of this‘sample by inclusion 0%
amaller size firms from 391 in 1958 to 862 in 1967 while the aebt ratio of the.

sample of CC was likely rising, it is inferred that the stability. of the former

sample must be due to disproportionately lower rate of bank credit to smaller
size industrial concerns, This hasito be considered in combination with the fact
that fixed assets rose at faster rate for smaller size industrial firms than for.
the two hundred of the biggest of them, Thess developments seem to imply relati~
vely high ratios of internal finance, for the sample of F.G.I. which may come out
of high rates of retained profits,usinCE‘thege are not reasons to expéct the firmsg
of smaller size to have relatively high net brnfits per unit of output.

Table IV, A,

e oo s e 12 420 e A0 e > ey

Composition of Total Assets of Eig'lndusﬁrial Concerns,

Numher of Firms Fixed Assets(c) ‘éorruwad Capital(c)
c.c.te) E:ELZ:(b) Cet: F.G.l. t.C. Falel.

B Y] 12 L6 R €9 {8) - 18)
1958 218 . 391 36 -39 ' FAN 69
1964 218 7L . 35 48 - T4 67
1967 Nea 862 Nea 50 Nea 70

(a) Attended by the Currency Committee,
(b) Attended by the Federation of Greek Industry,
(c) Percentage of total assets and liabilities.

Mimeographed Data of Limited Circulation,
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In so far as the conclusion reached can be extended to ewen smaller
size industrial and handicraft firms,then there is a possibility that unine
torporated business and sglf-employad persons may have had reiétively high saving-
income ratio in Graeﬁeﬁaz};'Similar-cohclusions were drawn alsoJQD far for the

United States of Amaricéaggd Japan(sd)frnm différgnt sources of information,

(32) It is another question of course what is the share of the saving of
unicorporated business to the total personal saving in-this country.

(33) See Friend Izwin and Kravis 1,B,(1957), Friend I, and Schox 5, (1959),
{34) See Shinohara Miyohei (1959), Komiya R, (1966), Mizaguchi T.M, (1968).
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SAVING INCOME RELATIONSHIP

Vo 1. An International Comparisen of the Saving-Income Ratio and Income

Whether the saving~income ratio in Greece is too low or too high is faced
heré by reference to the main attributes of saving in comparison with other
countries, As we have seen already, an international comparison of the saving-
income ratio among countries in different stages of economic development may be
subject to relatively minor bias, if it is carried out in termms of saving defined
to include e*ﬁéhditufe on consumer durables (chapter 1II}), On the other hand,
we are.intexgsted in the investigation of the substitutability between saving
ordinarily defined and the eXpenditure on purchases of consumer durables, Con-
sequently our sample is reduced to 15 countries which have available data
for both concepts of personal saving., These data were taken from the same
publicéfinn, namely the Yearbook of the National Accounts Statistics of the
Unitad'Natioﬁs of the year 1968 for the period 1958-1967 and sowthere is no

problem of different definitions for individual countries,

From ihe variety of the factors which-may iﬁfluance the sa&ingnincoma ratio,
we ihcorporate here the level of per capita incomes expressed in U,3, dollars,
the average rates of grnwih of the per capita income , of pnpulatioh and of ag~-
gregate income durinthha period 1958-1967, a measure of the cyclical variation

of income, and the ratio of personal saving to net private domestic saving,

As can be seen in the table V,1.l, Greece is bhird among the countries
compared for saviné ordinarily defined (column /1/ ), while its saving-income
ratio drops to the tenth place when saving is defined to include expenditure on
consumer durables (column /2/ )}, On the 6thar hand, the position of Greece is
gleventh in terxms of per capita income (column /4/ )and first in terms of ave-
rage anﬁual rate of growth of pexr capita income during the period 1958-1967
(column /5/ )s Thus, the position of the saving-income ratio of this country is
close to the cnrréspnnding one in terms of rate of growth of income when saving
is ordinarily defined, and close to the position of this country in temms of per
capita income when saving is defined to include expenditure on consumer durables,

This value of the saving-income ratio of Greece is, as expected according to

./i




14

Table V, 1, 1.

: !
Rate of Personal Saving in Greece and other Countries 1958-1967,

Saving Income Ratio % EEE-EEE&EE Aversge Rates -of -Growth: of
| Incone Income oo
Excluding(a) Including(a) (2}-(1) In U.S,ﬁ(b} Y/N :E:-_,, Y
[&)) @ @b oW B e
Australia | TsT 18,0 10,3 1,808 ‘2,6 2al 4.7
Austria Ta1 15.9 8.2 1,110 4.2 .5 8.7 |
Belgium 11,4 23.9 12,5 1,612 3.9 T 4.6 |
Canada 7.8 18,3 8.5 2,087 2,7 2,0 4,7 ‘
Finland 9.6 16,2 6.6 1,211 4,1 o1 . 448
Ireland (Rep.) : 9,2 14,0 - 4.8 136 3.6 o2 3,8
Italy{e! 14,1 18,6 4.5 1,021 3.8 .7 4,5
Jamaica 4,1 12,9 8.8 384 2,1 2.1 442
Greece 11,0 15,2 4,2 651 5.6 o7 6.3
Netherlands 11,0 19.8 8.8 1,475 AT 1.3 5,0
South Africa 8.8 19,3 10,5 590 3.6 2,3 5.9
Spain 8,5 15.3 6.8 620 5,3 .8 6ol
Sweden 7.9 18,3 10,4 2,674 3.7 .7 bod
United Kingdom 4,3 11,6 7.3 1,366 2.2 .7 2.9

United States 5,0 13.9 8.9 3,302 3,1 - 1.2 4,3

(2) Expenditure on consumer durables,

{b) Net National Income at factor cost in the year 1967, On the basis of the data available
the concept of net national income was considered the nearest to the personal dispo-
sable income, and the ratio of the former to the latter is assumed fairly steady du-
ring the periocd 1958-~1967,

{c) 1961-1967.

Where: Y and N are teotal net national income and total population respectively,

ey on orr rma

Sources ; United Nations, Yearbook of National Accounts Statistics, 1968, Monthly

Bulletin of Statistics December 1969,
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economic theory, though we cannot say whether the overall inteérnational pattern
of this ratio depends on the same sort of factors without some statistical

testing.

The statistical testing which follows does not aim to prn@ide a.thaxough
invastigation of an interﬁatianal personal saving function, but rather to show
whether the observed position of Greece in terms of saving~income ratio is asso-
ciated by a corresponding relationship of this ratio with certain main attributes
in international level, This testing of the saving-income ratio with the foxe-
mentioned attributes by country through a cress-section regression stems on the
assumption that the observations are generated by the same function, i,e. the
countries included have identical saving functions, Although this assumption may
not be trua,.it has been recognized that the single international regression of

(1}

personal saving on dincome has certain advantages . It is &0, s8imple compared
with the estimation of separate regressions by country, and it may improve the

. aestimates of the paramateré because it removes problems inherent in correlation
of time seiias and increases the range of the explanatory variable inﬁome. Un the
other‘hand, the saving function estimated with cauntry'period-avgrages seems to

(Zla

be of a rather long-term nature

The results of this experimentation are reported as follows, The inde-
pendent variébles'per capita income and the rate of its growthca) have given
-non-significant fasults, either in terms of explained proportiocn of the variance -
of the savipg=income ratio or in terms of the standard errors of the paremeters,
More specifically, the per capita income has given negative regression coefficient,
namely with the wrong sién, when it was regressed alone with the saving-income
ratio and saving was ordinarily defined., The hegréssion coefficient of both per ca-
pita income and rate of its g;owth had the right sign (positive) but were in-

significant with tﬁe saving~income ratio and saving broadly dafinsd(d).'ln brief,

(L) See Johnsan D.W. and Chu J.5,Y. (1968), Houthakkexr H.S. (1961).
(2) See Houthakker H,S, (1965).

(3) It is true that the divergent rates of growth in real income among countries
are related to similar divergences in levels of investment, and, since high or
low levels of investment necessarily imply high or low levels of saving, the

level of saving and the rate of growth in real income are interrelated variables.
But there appear to be some grounds for maintaining that high rates of investment,

through fostering high rates of growth in per capita income may have facilitated
the realization of higher levels aof saving in the household sectorxr. This is assumed

to provide justification of the one way of causation used here,

(4) The opposite sign of the regression coefficient of income with saving narrowly and

comparison of these two concepts of. saving.

LY ]

broadl{ defined may be due in part to the forementioned bias of the international
s
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this festing has shown that the level of per capita income and its growth rate

do not ‘texplain? sufficiently fhe variation of the saving-income ratios on an
internationalleval(5).Exceptiunally, the growth rate of the per capita inconme

has explained 3l pér cent of the variance of the saving-incomé-rétio with saving
ordinarily defined. This proportion is significant at the 5 per cent level and
the residuals do not seem to be serially correlated on the basis of the estimated
value of the Uurbin-Watson réfio(é).

5 - ;
. (7)i = 40256 + 1,659 gj + uy ’ “Re = ,311
(2,70) . W = 2,10 (V,1)

5 .
where (wli is the saving-income ratio of the country i, with saving oxdinarily
defined, ‘ )

g; is the percentage average annual rate of growth of per capita income
of the country i during the. peried 1958-1967,

Uy 'is the residual term of the countiy i and the number in parenthesis
is the t value of the estimate,

This relationship resembles with éhe results 'of certain other studias(Taa
However, we do not. maintain that this kind of results can lead to acceptance of
any version of the normal\inébme"hypothasis internationally for two mainly reasons;
first, theres remains aver two-thirds ofithe total variance of the saving-income
ratia to be interpreted by factors other than the rate of growth of the per capites

(8) | |

income® ‘., Second, the constant intercept of the relationship (1) is statistically

(5) This finding is consistent with the observed stability of the éavingwincome
ratio in the long=-run in a number of advanced countries, notably the United
States and the United Kingdom, See e,guKuznets 5,(1966), pp 263-4, As it is known,

vy Y 3 €503 Ay R e v PV

this stability has.accepted a number of alternative interpretations,

(6) Thus, the t value, estimated by the formula R\/n-Z VluR , was found equal 2,63
which exceeds the value of tka = t33 g5 = 2.16. This implies rejection of the
null hypothesis. On the other hand the estimate of the DW ratio {(2.10) confarms -
to the following condition: 4—DW>>duw{where du is the upper limit value with 15 ob-
servations at the 5 par cent level of significance).This condition implies ab-
sence of serial correlation of the residuels, which is associated with the small
size of the sample, '

{7) See Houthakker H,S, (1965), Johnson D.W, and Chu Jd5,Ys(1968) and Swamy 5 (1958)

448 240 49 v .

(8] On the contrary, without presentingithe value of R2 Huuthakker (1965) has

s ey e amem 73 o Ty ks

interpreted similar results as implying .application of the llfe-cymla hypothesis
of saving. These results were furthermore used by Modigliani (1970) to reach

ARG AR VD AR D A S

conclusions about & general validity of this hypothesis,
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significant at the 5 per cent level (ratio of its value to its standard error
23 Dtkale

Anotﬁar'factnr of the variance of the saving-income ratio among countries
may be the cyclical variability of income., It is often maintéined that the saving-
income ratio may be stable in the long=run if the rate of growth of income is cons=-
tant despite the growth in the level of income, since the disproportional rise
in saving when the growth of income has been:rapid tends to be neutralized when
the rate of income growth is modsrate, by the stepady advance in consumption
levels, It implies that the shorterun variations of the rate of growth of income
may have little influence on the period averages of the saQing-income ratios used
here, This may not be true since the periocd used may not correspond to one or
more complete cycles in all the countries.selected., It is therefore assumed that
a high coefficient of variation of the'growth rate-defined as the standard deviation
divided by the average rate of growth during- the period 1958—1967‘— may have some
positive influence on.the saving-~income ratio, However, there is a strong collinea-
rity between the average growth rate and the coefficient of its variation., Under
these conditions it becomes a difficult task the distinction of the effects of the
trend and of the short-run variations of the per cepita income on the saving-income

ratic by country, ;

Using now the rate of growth of aggregate rather than of per capita incone,

which was used in the regression (V,1), we get the following results:

. ) <$)i = ,0210 + 1;362 gii R2 = ,124 _
(1.73) DW = 2,08 (v.2)
where gil mZSYi/Yi =gy +ny
and ny :ZXNi/Ni with Nj, the total population of thB‘CDUﬁtIy ie

Both the coefficient of correlation and the regression coefficient of the
variable gil are-insignificant at the 5 per cent level; nevertheless we present
these results just for the sake of comparison with those of the regression (V.1)},
and in viaw of the importance of this differxence in the intarpretatian of the
results, Further testing with g; and n; as separate independent variables has
given worse results than (V.1), in which we have taken g; as the only independent
variable: ‘

(z)i = #0277 + 1,620 g, - 0,0723 ny R = L2®

(2,18) {.66) W = 1,93 (v.3)

=i n

0/.
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In the regression (V.3) the coefficient of the variable n; in particular
has negative sign and is insignificant, This result seems to cast doubts on thé
view about a positive relation of the saving=-income ratio with the rate of growth
of population which was maintained in support of thailife-cycla hypothesis of
saving internatinnally‘g). Different growth rates of population by countxry are
not necessarily reflected in corresponding differences in.employmant,.which is
a méin income génerating source if productivity is given, because of time requi-
red for the new bermn to come on age or other obstacles, which the transformation of
the active population to employment faces especially in less developed countries,
Under these conditions the positive influence of the growth of population on the

consumption expenditure and the negative one on saving may become predominant,

Finally a positive relationship was found in testing of the saving-income
ratio with the ratio of the personal saving over net private domestic saving, with
the latter 'interpreting' almost 70 per cent of the variance of the“furmar(lg)”
This result maj imply that the personal sector has a leading role in the change di
private domestic ééving, though not without reservations, concerning the relative

size of the unicorporated business in the personal sector by country.

In conclusion, the poor results of this'statistical testing seem to indicate
that apait from factors referring to income and to ﬁopulation,thare may he other
important influences which differentiate the size of the saving-income ratio among
countries, including Greece, The range of these influences is likely quite wide and
may include factors such as initiai‘iegel of saving, changes in the price level and
the distribution of income, taxation and factors of social, cultural and demographic

nature, Investigation of the relevance of the main of these factors o the observed

increase of the saving-income ratio in Greece is carried out in the pext two chapters,

(9) See Modigliani F. (1970),

(10} More specificaﬁy, we hava got the following relationship:

( )}; = =.103 +.146 (smds + ug - R% =.695
(5.74)F5 " DW = 1,80

where, PDS stands for net pxivata domestic saving,
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V., 2. Personal Saving and Income in Greece,

Ehaxt V 1 and table V 2al show the year~to-year muvament of the ratio
of personal saving over personal dlspasable income and of the pexsonal par caplta
dlspasable income and personal saving at constant 1958 'values during the period
1949-1968 1n arlthmetlc scale and ln logar;thmlc scala, As can be seen in the
dxaqram, between the years 1949 and 1968 there“was an increase in the ratio of
parsanal saving to personal-disposable income from 8.74 per cent to 14,12 per cent.
During the same period the personal per capita disposable income at constant va-
lues has increased from 6,3 thousand dracgmas to 17,0 thousand drachmas. These
developmants represent a 4,2 per cent averaga annual rate of growth of the saving-

income ratio and a 5,7 per cent average annual rate of growth of the real personal.

disposable income per capita, between the twpéyeax‘avarages 1949-1950) and L967~l968(11)_

The personal disposable income per capita is aimmst gteadily increasing,

‘while there is an irregularity in the movement of the ratio of saving teiincome

Wthh is apparently strongar in fifties than in sixties, Thas kind of change seems
to be the result of a gradual reduction of the amplitude of the cycllcal variation
of income in Greece, In- addition, the variation of the per capita income since
1960 has been limitad to different rates of growth,gll above the rate dof 3.5 per
cant.‘Wa do not mean, of course, that the rate of growth was thé only factor of
the obsexved upward movement of the proportion of-incdma which is saved, Thus, it
seems that the trend of tHis proportion has not changed in sixtiasxthaugh the rate
of growth of real per capita disposable income has inéreased in the last decads,
More specifically, the average annual rate of Qrowth df the real per capita income
was 6. 76 per cent in the period 1961—1968 comparead wlth a corresponding rate of

4,88 per cent dmrlng the period 1949-1960 (table V,2,2).

In the attampptpf assessing further the effect of the cyclical variation
and of the rate of gruwtg of. income we observe the foliowiﬁg; Changes in the rate
of growth of.the per capita iﬁcomﬂ are connected with disproportional-changes in
the per capita saving towards the same direction, which caused the observed ir-
regularity int'the proportion of income sévad.‘ln texms of four-year averages

bath the real per capita income and the saving-income ratio are uninterruptedly

(11) These rates do not coincide with the corresponding rates estimated as ave-
rages of .the rate of growth in each one yaar, which are affected by the year-
to-year variation of the growth rate,

0/0
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Table V, 2,: 1,

Fer Capita Personal Disposahle Income and Saving

(Annual Data: 1949-1968)

Thousand Drachmas Percentages
Pér"Capita Per Capita Saving=-Income Rate of
Income(a) Saving(a)  Ratio Incame Growth{b)
(1) @ &1 I C))
1949 6.34 .60 8.74 16.1
1950 6,76 .35 5,21 6.5
1951 7,03 .42 5,93 4,1
1952 6491 .29 3 4,19  =1,6
1953 ' 7.96 . » 79 9,93 - 15.1
1954 7,98 .24 “ 3,07 ‘ .3
1955 8,60 .70 8,19 7.8
1956 9,26 .94 10,11 7.7
1957 9,69 .96 9.88 4.6
1958 9,70 .75 L T.74 2
1959 9.72 .97 : 9,99 .2
1960 10,10 .90 8.87 3.9
1961 ' 11,16 1,32 . 11,83 10,5
1962 11.62 1.15 9,92 4,1
1963 12,66 1,47 ' 11.64 8.9
1964 13,86 1,87 , 13.49 9,5
1965 ‘ . 15,09 1.99 ‘ 13,19 8.8
1966 15,75 Cz.m ' _ 12,82 4,4
1967 16446 T 2,36 14,35 4,5
1968 17,03 2,40 S 14412 3,5
1949-1968(c) 10,71 L.12 * 9,66 5,7
5,0, (d) 3,37 .68 . 3,26 2.9
c,v. (e W31 ,61 .34 .51

(a) Personal disposable income and saving respectively deflated by the population
and the implicit price index of the personal consumption expenditure,

(b) Rate of growth of real per capita disposable income (column /1/ ).

(c) Average annual rates (arithmetic unweighted average).

(d}) Standard Deviation,

(e) Coefficient of Variation.

Sources: National Accounts of -Greece 1948-1965, 1960~1968, N,S5,5.G., Statistical
------- Yearbook 1969, ’ ‘
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increasing.
! Table V,~ 2. 2-

Saving~Income Ratio, Per Capita Income and Rate of Income Growth.

" (Four-Year Averages, Ratios in Percentages)

Saving-Income Per Lapita Rate of Growth- of:
(=

Ratio Incometb) Column/2Z(c) ™ Column Z1i7%a@T
Time Period A L2 ON e
19491952 6,01 6,90 4,70 - -
19531956 7,82 8.45 7.72 7.50
19571960 9,12 9,81 2,22 _ 4.10
1961~1964 11,72 12.32 o B.25 7.10
1965-1968 . 13.62 16.08 5,27 4.00
19491968 9.61 10,71 5,63 5.67

{a) Ratio of Personal Saving over Personal Disposable Income,

(b) Disposable per capita income at 1958 prices in thousand drachmas.
{c) Average annual rate of growth,

(d} Average annual rate of growth between four-year parxods.

Source: National Accounts of Greece.

- This is not, however, sufficient ‘to support that Greece enjoys an outstanding
perforﬁance compared with the constancy of this ratio for long periods of time

in advanced countries, like the United States and the United Kingdom, despite the
huge increases of the level of.per capita income in these countries, Thus, the
two decades period in Greece is not considered long enough to enable full assesment
of the long-term trend of the saving-income ratio which is likely subgect to a

number of influences.

The same variations in the rate of growth of real per capita income do
not seem to exert the same influence on the saving<~income ratio. So, it is not
surprising that in years of inerease in the rate of income growth there is & dis~
proportional increase in the part of income which is saved, while the fall of
the rate of income growth is associated with fall in the savinguincmme ratio, This
indicates the presence of an as&nmefry of the consumption-income relationship,

which is not an exceptional characteristic of Graace(lz). We will attempt to give

-auaua- oo e o rres s ey s 200
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a full interpretation of such anxasymﬁetry in this country later on, For the:
time being we have to remark here that the rate of income growth does not exert
an identical effect on thelsaving-iﬁcome‘ratio through time, This seems to imply
that the proportion of incnﬁs which' is- saved iQ not - solely affected by the

rate of growth of income of the sama'hériod._

Chaxt V.1 clearly shbws that the increase in - the rate of iﬁcume
growth results in an increase in the saving~income ratio while a rate of income
growth below 4 per éent or s0 is asswociated as airulé'with fall of this—£atiu.
Thus, the same or even higher current per capita income than its past level may
haQB lower than before propnrtion.of income saved. It is questionable' how much
lawer the saving-income rétio is when the rate of income growth drops down, and
how much higher this ratio is when the #ate of income growth rises,Itsthe result
of the institutiénal and behavioural frame rather than anything like a natural
law, More specifically, it is a.matter of aajustment of the annual consumption
expenditupe to the change in attributes. If ﬁhe Greek consumers were as a rule
near the ‘'subsistence level', any additional income would be used for buying
necessities rather than for saving. In this case, as well as in the case where
there were forces to make consumption expenditure very rigid, saving would be
entirely residually determined, The foremantinhéd ralatibn of the saving-income
ratio with the rate of income growth-does;nPt seem to be so close to suggest that
saving is treated by .the saver:sé mere residual, The guestion therefore is what
are the main attributes of the planning of the ‘economic units; ib'which their

consumption and saving consist mf.integral parts,

The -available aggregate data on peréanai disposable income and psrsonal
saving provide insufficient indioatiuhs’aboﬁt the merits and dismerits of alter~
native hypotheses in the case 6f Greece, Thus, the forementioned increase in the
saving~income ratio in sixties alongwith accelevation of the rate of growth of
per capita income during the same period, may be assignéd to an augmentation of
the difference between measured and permanent income(ls), This view facea,‘hm@ever,
the objection that the-high rates of iﬁcoma growth in sixties lasted for a period
lang'enmubh to affect also the permanent income of the Greeks. Positive influence.

on the permanent ¢ampoment afizincome may Have also been exerted by the forementioned
) ‘ .

{13) ‘If the transitory component of income was the predominant factor of the

saving-income ratio, it seems extremely difficult to explain why this ratio hes
falled down e.g. in the years 1950 and 1965 when -the rates of growth of the real
par capita income were 6,5 per cent and 8,8 per cent respectivély. 92imilar ques-

- . b 1BE1 1 in which th g Al ol
Cigaced and fhe RaEY°SFqrdatnod {RE7pM0 EaiRat IR SRN NERaA0T R A8t " End”
4,5 per cent raspgctiye;y:{see table oL} columns /3/ angj{4/ Yo st
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reduction of the cyclical variations of income .in sixties, Further investigation is
therafore required for a full judgment of the applicability of the psrmanent income

hypothesis in Greece since late fourties.

- On the basis of the available aggregate data, which indicate a pér-
sistent increase in the real personal disposable income per capita, the extent of ap-
plication of the relative-income hypothesis is also difficult'tu‘find out, Thus,
the ratio of the current to the last peak income coincides under these circumstances

with the ratio of the current over last year's income, which equals to the rate

of growth of income plus one i.e. yt/ytmlA= 1 +[Syt/yt_l. In view of the persistent
trend-like movement of the per capita income during the perimd 1949-1968, we shall
nake use of additional information from other souxces in the attempt to clear out
the importance of the relative-income hypothesis and m% the deﬁmnstratimn effect

so far in Greece, THa a;raady shown in table IV,3.4 low stock of main consumex
durables per capita in Greece may not be considered as being in favour of this
hypothesis. There is, however, some ambiguity on the question at hand since Greeks
SEem tﬁ put as a rule first priority on housing, which requires lqng‘time for pur-

chase and full payment by the average income receiver,

Moreover, special difficulties emerge in the attempt of assessing the
merits of the life-cycle hypothesis of saving on the basis of the data presented
S0 féx, It is recalled, in particular, that the rate of growth of the population
during the period 1949-1968 was low (an annual average of .8 per cent) compared
with the rate of growth of the personal per capita income during the same pexiod(la).
Thersfore the pace through time of the rate of growth of real perseonal disposable
income does not differ from the corresponding pace of the rate of growth of the real
per capita disposable income, shown in table V.2,1. We cannot therefore find out
whether the saving-incoma ratio is associated more strongly with thq growth rate
of total real income, as the life-cycle hypothesis maintains, than Qi£h the cor-
responding rate of the real per capite income. Furthex investigétion of the rate
of growth of populatien is geing to be carried out later on, alongwith the main
'changes in the composition of population by age, sex, place of residence and education

during the period under consideraticn,

(14} In addition, the variation of the rate of growth of population is lower than
the corresponding one of income (coefficients of variation .37 and .51 respecti-
velyls. .
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It seems to derive from ﬁhe discussion. up to now that Greek savers
react differently to increases and to falls in their income. Much less clarifi-
cation is on the other hand possible on the question regarding the reasons of this
differesnce, It is so yet doubtfull. why the saving-income ratio drops down when
~ the fate of income growth falls, If a full assegsmert of the applicability of al-
ternative hypotheses were possible, it would enable us tﬁ say whether this dif-
ferent reaction is attributed to an effort to protect previously attained by each
one living standards .or because the consumers assume that tha_drnp’pf income is
of témpofary natgre,)ur'even because they are on’the way of atﬁéiﬁing in the
futu;évhighar living étandérds than in the past under thafpraséure of changes of

social and cultural nature,

In furthe&iilﬁsidaratinn of the question .at hand, -it seems illumi~
nating a comparison nfitﬁgvevuiﬁtinn af the personal sawving deinarily;defined

with the expenditure on consumer durables. Theflattex corresponds to about 60

per cent of the former on average during the periad 1949-1968 (columns /1/ and

/&4 table‘v,2.3). This proportion is consistent with the forementioned international
positién‘af Greecs, namely with the Léading'rule which this country holds in terms
of saving ordinarily defined, However, the curraéponding ratio of the changes bet-
ween first and last four-year periods of the expenditure on consumer durables and

of personal per capita saving'is’about 70 per cent, This %ndicatea 2 mpre rapid

rate of %ncreasa of the expendituxe on consumexr durables than the corresponding

one of saving ordinarily defined.,

The rate of expahéion Qf the outlays fni consumax durables is due in
part to their low level in the period 1949-1952, The outlays for consumer durables
in per capita terms, héve‘been increased at an average annual rate of 317 drachmas
in 1958 values coppared with é«corraaponding rate of change of 447 drachmaé of the
personal saving ordinarily definad_(columns'/d/ and /5/-). Nevertheless, the rate
of grthh of consumer durables outlays was steadily higher than the corxesponding
one of nrdinarily'defined saving, except inthe period 1961~-1964 (cu;umns /1/ and
/8/ ). During this period the rate of growth of the per capita income was pértiw
cularly high (column fﬁf,tabla Va2.2}s On the other hénd, during. the period 1957-
1960 when the rate of growth of $Sg§me was very low, the réte.uf growth of the

outlays for consumer durables was higher than the corresponding rate of growth of per=

sonal saving ordinarily defined. per capita, We may thérefcre'expect that consumer
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durables outlays are less strongly related with the rate of growth of income than

the na:xowly defined personal saving.

We tdrn now -ta the question whether the outlined develapments of the
ordinarily defined personal saving versis' * outlays for consumer durables can
offer anythiﬁg to the interpretation of the expansion of personal saving during
the périod 19491968, accnrdiné to alternative hypotheses, If according to Fried-
man?s view we consider consumer duxableé outlays as saving, and the permanent
income hypnthesis applies, then thésgwoutlays will be relateﬂ to the rate of
. growth of income as strongly as the nrdiéarily‘defined personal saving. Although
this does not seem tcvréfiect the fdiementicned developments, the fact remains
that cﬁnsymer durables outlays have had a.ratefﬁf growth somewhat higher than the
cmrrespunding one of the national accounts contept of personal saving, Thus, given
the observed increase in the ratio of the ﬁérsanal saving over personal dispoe
sable income,it implies that the loﬁg»ferm movement of consumer durables outlays
is cleoser to the national accounts persomal saving than to Dtherltypes of consumex

expenditure,

’ These developments seem to imply that the degree of substitution of
consumer durables cutlays for personal saving may be higher in the longer-run than
in a year-to~year basis. This possibility is based on the observation that the
trend of thé outlays for consumer durables is closer to the trend of personal
saving than to the one of other consumption expenditure, This is asscciated with the
indivisibility of consumer durables, the frictions in the market of borrowing and
the priority of Greeks to ‘accumulate wealth for improving the level of living{lE).
For a given rate of income growth, the factors related to the indivigibility and
the market frictions are overcome as time passes and the rate of acquisitimﬁ of du=
rables rises, Otherwise, if the obstéclas'to this acquisdition waré less intensive

than they actually were, the rate of purchase of consumer durables and the expen-

diture on consumer durables would be higher than it was in the period 1949-1968,

(15) We see that in years of high rete of growth of income, personal saving increa=-
ses dispropartionally to the consumer durables outlays and vice-versa in years
of low rates of income growth, These developments may not apply, however, for
ratés of income growth above certain amount. Thus, exceptionally high rates
of growth of real incomes would enable fast accumulation of the downpayments
and purchase of the planned appliances without resort to borrowing.

/.
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The possibility that the outlays for censumer durables could be higher
than they waere ahdg increasing as time passes, provided the rate of growth of
income does not fall drastically, encourages a further guess 3 ¥ This is based on
the assumpiion that the forementioned obstacles to the buylng of consumer du-

" rables have heen stronger for the mass of the cansbmera than for the high income
classes, If so,the rate of acquisition of consumer durables was very divergent
amang different income groups, 1t is so oﬁteh asserted by Greek economists. that
the luxury consumptinnland housing have a disproportionally high share in the
allocation of resources compared with - 6thei cuuntries(lﬁ). In so far as the
increase inm this kind of expenditUre was attributed nof solely to the incrsase
in 1nrumas(17) it-may have been in part affected hy an extanalon of the demonstration
effect(l ) This effect is not in contrast with the obsarved increase in the
saving=-income ratio, Thus, tha positive influence of the demonstration factor on
the consumption of the rich may have been outweighed by relatively low rate of
axpansimﬁ of the consumption of the masses among other things because of the fore-
mentioned obstacles to ‘the fast augmentation of the rate af‘purchase“hf Consumer

durahles,

(16) See,e,g. P51los D (1968, Ellls etyal, {1964).

(17) As we shall see later on, there seems to be only a minor change in the
distribution of income by size which means that the rate of increase of
the income of the rich was not divergent  from the corresponding one of the
lower income classes,

(18) For factors in favour and against the dgemenstration effect in Greece see
especially chapter VII,
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Ve 3. Attempts of Estlmatang the Slzc of the Marglnal bav;ng Ratin,

N TIRY

The relatlonshlp of personal saving with income in terms of tahuiéi and
graphical analysis is extended here by statistical testing carried out in ac-
cordance W1th the prev10us discussion of chapter III, Taklng thB real per capita
personal sav1ng and the savzng-lncmme ratio as depundant variables with saving
excluding and including outlays of consumer'durahlaa and the real per capita dis-
posable income as independent variahle and u31ng the ordmnary least-squares method,

we agbtain the folluw;nq results,;

.Table V., 3, 1,

Saving-Income Relatienship 1949-1968%
A, Llnear Regrasslnn of the Per Lapita Personal Saving and Incame,

-

5 - Ré = ,954
B =
‘ 'F = 370.5
(2) 32) 1,803 + 334 (%), + ¥ | - RE = .976
NPT (1a.2) (27 g W ‘ : DW = 1,46
* - F = 748,5

B, Linear Regressidn of the Saving~Income Ratio and Per Cépitaklncoma.

2
,l _ R - 136
(3)  (gh)g (Gﬁgg)+ ?gﬂgj)(wp)t +ug DW= 2,67
5 | Re= .
(4) (.Y.?.)t = =1,260 + ,00187 (N?)t + vy ' ' ‘ gW=2 g%fz
(2 65) (15 lU) F = 67.8

Wlth peraonal saving and income per capita at 1948 drachmas and the propurtlcn
of income which is saved in percentages.

Where, Sy, Sp, N, P, Y, t, u and v are the national accounts concept of personal
saving, personal saving plus outlays of consumer durables, population, price
level, personal disposable income, time and residual terms respectively.

It has to be noticed that in the aone relationships, both the regression
coefficienté of income and the canstant interceﬁts are statistically significant at the
5 per cent level of significanqe. Thus, the ratio of. these estimates to their standard
errors, given in parentheses bélaw each of them, exceeds in all cases the tk.a
(t17’ g,gs’é 2,11) of the Student's distribution, which implies rejection of the
null hypoth851q regarding the 1nfluence of the per capita income and the non-

proportional nature of the relatlnnshlp. In addition, the veriable of the real
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per capita income ‘explains? statistically significant proportion of the variance

of personal per capita éaving and of the saving-income ratio, Comparing so the
estimated F ratio of the relatimnshipsr(l)~(4) with the value of this ratio in

the table of Shedecor and for the pair of degrees of freedom {18.1) we see that

the latter (8.28) is lower-thaﬁ all the estimatga F ratios. It is further ob-

served that the sstimate of thafpurbinwWatson ratio of residuals in the regressions
(l),(Z} and (4) conforms to the following relation 4—DWj>dU‘at the'5 per cent

level, which means no presence of serial correlation, Excaptionaliy, the difference of
the Durbin-Watson ratio from 4 in the régréssion (3) is between the .upper and '

the lowsr limits of the theoretical values at the J per cent level of significance

. (dL< 4--DW <dU) (19), This indicates 1nconclu51vanass abcut the presence of serial

correlation of the residuals in thlﬁ relatlsnshlp.

From the economic point of view, the inconclusivesness ahout the presence of
serial corrslation of the residual term in the relationship (3) means that the
variance of the saving=-income ratio with persénal saving ordinaxily defined may
be systematically affected by factors other (e.g., the rate of . growth'of income)
than the level of the per capita inhcome, though the latter expla;ns almost threa;
fourths of this variance., This finding ﬁaken in camblnatlnn with the other reg-
ressions implies that altheugh the saving-income relationship in Greece during
the period 1949-1968 seems to follow the Keynesian approach to saving(ZU);this
approach weakens to interprete sufficiently the year-to-year variation of the

saving-income ratio with saving ordinarily defined.

‘ In view of these resarvétions we may also-raiée some doubts about whether
the non~propartioﬁal form of the estimated regressions is; atliaést in -part and
mainly in the regrassimﬁ numbering {3), due to other not yet incorpprated vae
riables. Before engeging: ourselves with the problem of the omitted variables

we have to investigate the estimated value of the regrassicn.coafficient of the

personal per capita income varxiable, The marginal saving-income ratio was found :

at the 5 per cent level to be .196 (¥ .021) and ,334 (% .029) for personal
: ' i
saving defined to exclude and to include expenditure of consumer durables.

Similarly the obtained regression coefficients by the application of the Wald

s o s

(19) For one independent variable and 20 observations the values of d_ and dU
at the 5 per cent level are 1.20 and 1.41 respectively.

(20) It is recalled that thls approach is testable by a linear non~pruport10nal
form of the savxng-lncoms relationship,

p/ﬁ H)‘ o l
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mathud (,195 and ,326 respectively) are very close to the former, as can be
seen in the table V,.3,2., This reduces the dangar that the resulis of our sta-
tistical testing are 51gn1f1cantly affected by the presence of errors of mea-

surement of the variables. of the personal saving and income. .

Table V. 3. 2.

Alternative Est;mates of the Marglnal Savmng-lncome Ratla

-y aes

Method used: O. L, S.  Waldt!s Method - - T. 5. L. S,

Definition of saving: Narrow(a) Bxaad(b% Narrow(a) Broad(h)\ JNarrow(aleroad(b)
Marginal Saving Ratio 2196 334 #1935 . 326 201 #2399 . ¢

Maréi?a} Consumptidﬁ

Ratio"® 804,666 .805 S6T4 . LT99 .64

(a) National”accoﬁnts congept of personal saving;

(b) Personal saving including outlays of consumer durables.,

(c) Differeﬁce of the marginal saving ratio from unit, ' -
where, U.L.S, stands for the ordinary least squares method,

T,.5.L.S, stands for the two stage: least squares method,

Moreover, the estimated ragressidn coefficient of the personal disposable
income per capita by application of the two stages. least squares method (.201
and ,359 far the narrow and, the broad deflnltlon of saving respectively) is
within the canfldence 1ntervala of fhe ordinaxy least squares - estlmate of this coefficient
at the 5 per cent level, It has to be pointed out that the results from application
of the T,5.L.5. method are significant in terms of sténdard errors of estimates
antd the éxplained prnpdrtian of the variance. Alsé the Durbin-Watson ratio in
the T,5.L.5, method is 2,48 and 2,32 fTor the narrow and the broad definition of
saving raapactivaly,vwhich indicqtes absence of serial correlation af the resi-
duals at -the b5 per cent leyel af signifigance (4;m@§cQQ, In effect, the closeness
of the results of the two ;tagistical methods is associated with the non-presence

of serial correlation of the residuéls in both cases,

The estimated marginal saving=income ratio for Greece is comparable with
the corresponding -results of studies in other codntriea derived by the application

of the ordinary least squares method Thus, Goldsmith (1956) in the U.S.A. has

found regression coefficients of xncomu »256 and 317 for the narrnw and the broad

“/Q b I
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definition of saving respectively during the period 1897-1949., Also Williamson
{1968) has found an avarége marginal saving ratic of Asian éount#ias'during the
period 1950-1964 of .203 with saving ordinarilyldefined, which is very close to

the results presented in table V.3,2, On the othexr hand, the estimated marginal
saving-income ratio in Greece is lower than the corresponding ones in the majo-
rity of the advanced countries of Europe which derived from the country consumption
functions estimated by Yang (1964) for the period 195D~1959(21). The average

income elasticity of personal saving in Greece. during the period 1949-.1968 is about
2(22), which is not particularly high compared with the corresponding ones de-
rived from the forementioned studies in other countries, It may therefore be in=-
ferred that the obsexved increase in the évarage saving~income ratio in Gregce

is not attributed to a particularly high marginalvsaving-incama'xatin as to the

increase in the real per capita disposable income during the period 1949-1968.,

A question now is whether the marginal saving~income ratio out of domestically
generated income is significantly lower tﬁah the estimated already ratio of about
-2 for this countxry, This evgnguality can be examined by statistical testing of
the forementioned in chapter iyw-axtrema assumption that the transfers from abroad
to Greek households are of the nature of capital trans%ars. This suggests regres-
sing the domestically generated parssnal saving and personal disposable income

at constant per capita values, which has given the following results:

Shy ' Yoy - A2 = ,896
At ""(2922; z;agﬂgm'ﬁ)t T DW = 2,23
- : F = 155,1

where, Sh and Y, are personal saving and persaonal disposable income minus transfers

to households from abroad.

(21) The margihal saving=income ratios which derive from the estimates of
Yang C.Y. (1964) are ,306 for the United Kingdom, ,356 for Austria,
».313 for Belgium, ,292 for Netherlands, .278 for West Germany, .196
for Sweeden, »119 for France, ,238 for. .apan, ,325 for Burma and ,129
for Honduras,

{22) By definition, the income elasticity of saving for a given period of
time equals to the ratio of the marginal saving-income ratio over the
average saving-income ratio of the same period, With a non-~proportional
form of saving-income relationship the. income elasticity of saving
falls as income rises and tends to unit in the very long>run.

O/Q
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This relationship is also linear and'hon-proportimnal similar to the cor-
responding one of total personal per capita saving and per tép&ta disposable
income { /1/, table V3.1 ds The confidence intervals of the estimated above
regression coefficient of income (,143 % ,029) are outside the chraspDnding
ones of the regression coefficient of income in equation (l)-nf the table
V.3.1 (,196 + ,021) at the 5 pexr cent lewvel of significance., However, the con-
fidence intervals of thé regression coefficient of domestic income at the 1
per cent level of significance (.143 * ,041) coincide to some extent with the
corrssponding ones of the ragression. coefficient of the total income (,196 *
,029); as it is more easily shown in the table V,3.3. The;afura} we are not
entitled to support that the regression coefficient of the domestically gene=~
rated income is significantly lower from ﬁha one of the total personalldisposable
income,

Table V,.3.,3.

AT £V S LT 4 T TR TSR D At e e g

Confidence Intervals of the Regression Coefficient of Income*

(b - tké 5B<h§g + tka 8

Total Saving Domestic Saving
Level of Significance and Incomef®) and Income(b)
5 per cent ‘ JAT5 te 217 114 to 172
1 per cent o 167 to ,225 102 to ,184

(a) based on the regression (1) of the table V.3,1

(b) based on the last regression above,

* The t value of the difference between the regression coefficients of the total
. and of domestic income is 2. 8}1.96, i,e, significant at the 5 per cent lsvel,

In addition, we have to face the problem of the possible presence of
heteroscedasticity of the disturbance term of the tested relationship of
personal saving ana personal disposable income. As it has been referred to
alrsady, this can take place through testing of the saving-income ratio with
the reciprocal of the income in accardance:with the relationship {111,82), sub-
ject to the forementioned thers assumptions. Table v.é,a presents the rasults
of this tastlng, which are comparabla with “the results of the relatlcnshlps (1)
and (2) of the table V. 3, l More sp801f1cally, the constant intexrcept of the
relationship (1) of the table V.3.4 (.189 %+ ,029) is very close and within the

confidence intervals of the regression coefficient of per capita income of the

” -/a o -
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relationship (1) of the table V.3,1 (,196 ¥ ,021) at the 5 per cent level,
Alsc the regression coefficient of the relationship (1) of ﬁhe table V.3.4
(=901 % 279) is very close and within the confidence intervals of the constant
intercept of the relationship V.3,1 (=966 % 239), Similar results also derive
from a corresponding comparison of the relationships (2) of the table V,3.4 and
(2) of the table V.3.1., It seems therefore that the results of the statistical
testing of the saving-income relationship during the period 1949-1968 are not

significantly affected by presence of heteroscedasticity in the disturbance term,

Table V., 3. 4. .

Testing of the Saving-Income Ratio with the Reciprocal of Income*

putt § = - by Intst | ;
(Lo (g4 (iﬁsga) ?gu;g)(Y7NP)t oy . DW = 2,37
E3 L] F = 4566
(2). (32), = .328 - 1678.1 (goma), + v I
N ..Y..... g = e - X » 'Y'7‘|\“J"i‘;,’ + t DW = 1.49
2 ” k Ll ’
(20,90)  (11,40) F =129,9

* where, income is pexsonal disposable per cspita income at constant
1958 values,

We proceed now in testing of the reduced form equations in accordance
with the relationships (I11.76) and [III.77) to allow for simultaneous equation
bias in pur results, For this purpose we use personal saving and pexsonal dis-
posable income as dependent variables, and the difference between personal
saving and gross domestic investment axpendiﬁura as the common independent
variable, taken all of them in real per capita terms, This testing, as presented
in table V,3,5, has given marginal saving-income ratios .194 and 365 with
saving narrowly and broadly defined respactivaly(za), These values are close
td the corresponding regression coefficients of the personal per capita dispo-
sable income of the equations (1) and (2} of the table V.3.l. Therefore, we may
not expect that our results are subject to significant simultaneous equation
bias due to the two-ways causation of personal saving and of personal disposable

income,

(23) The warginal saving-income ratio with saving broadly defined (,365) is
within the confidence intervals of the marginalcsaving~income ratio of the
relationship (2) of table V.3,1 (.334 % ,034),

o/
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Table V,3,5

L)
——————————— -

Results of Testing of Reduced Farm Equations

=2

S : R~ = ,BOS
(1). (38)y = =223.1 + .938 (El)t +oug
NP (2.41) (3.01) NP DW = 1,86
Aeadd, . F = Bl.4
‘ Cm

(2). (:c’.%) = 1,472,3 + 1,328 (Eé)t + vy " O
Nt (a.91) - §2.27) NP - DW= 2,45
. § - . I4 Fl = 4‘12
LY : ) 01 . 'R = ,856
(3). (ga)y = :(aézz::) * f:igaga)(mplt * 2y DW = 1,91
o & . L] F = 12036
(4), (%ﬁ)t = 10,058.2 + 3e635 ('[%%)t + e-b Sw :: 57?’3
(11.54) (2.16) F - 3.55

whafe, Uyt and O are given as I = Spp and Iy~ Spy. respectively
| {with It,'tha gross domestic investment expenditure).
I .
As it has been moticed in chéptei‘III, the goodness of fitAmfAthe esti~

mated saving-income relationship can be_supplamen#ary'tasted by the accuracy

of the predictions. Thus, from the published lately data for the year 1969 we
get per capita personal saving at 19598 values of 2,982 drachmas and 4,932
.drachmas for saving narrowly and broadly defined respectively and the per ca=~
pita personal disposable incnms-at'cmnsfént values of 18,453 dféchmas. This
valus of per capita personal income gives from the regressions (1) and (2) of the
table V,3.1 predicted‘Valuea*a?‘peradnél per capita saving of 2,650 drachmas
“and 4,365 drachmas‘fmr-éaving narrowly and b;oadly defined respectively, Esti-
mating further the standard errors cf-fhe&erpredictéd values We find the don-

- fidence intervals of them at the 5 per cent level of significance to be 2,650 % )

903 and 4,365 ¥ 525 respectively or 1747 to 3553 and 3,835 to 4585 drachmas (24)

(24) The standard error of the predicted valuss of the personal per capita saving
of the year 1969 (430 drs and 525 drs for the two definitions of saving)
were found through the squared standard error of estimate of the regressions
(1) and (2) of the table V.3,1 {22,748 drs. and.32,710 drs respectively)
and of the variance of the personal per capita income by the relationship

oL
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for narrowly and broadly defined saving respectively. Thus, the acfual value of the
personal per capita saving of the year 1969 lies within the confidence intervals of
the forecasts, with both definitions of saving. On the other hand, the ratio of
forecast to the actual saving of the year 1969 is about BY per cent with either
definition of saving, which corresponds to an error of forecast of abnuf 1l per-
cent, The errer of this magnitdde is not particularly high, given that it cor-
responds to a value of the Theil's U statistic of about .06 for either definition
of saving. Despite these records of forecasting performance, it is noticed that

the absolute values aflthe,grrors of forecast in the year 1969 {drs 332 and 567

for saving narrnwly and‘broadly‘defined respectively] are about 2.4 times and 3.5
times the corresponding standard Errors mf estimats. ThlS is attributed. to the

high rate of income growth in 1969 and tha low value af standard errprs of estimate

of the relatlonshlps /l/ and /2/ of table V.3,1 because of goodness of fit.

The above camparlsons~are relevant to the stability of saving~-income rela-
tiupship over time, but thay are inconclusive regarding the concept of saving
which provides a more stable relationship, As it appears in table V,3.6 (column
/1/ ), the stardard error of estimate is highexr for the braa#ly defined sgving
{drs 161) than for narrowly defined saving (drs 139). However, the ratio of stan~
dard error of estimate over either the standard deviation or the average saving in
the period i949—l963 is lower for the broad than far the narrow definition ;f
saving (columns /3/ and /5/ ). It means that after allowance for the scale factor,
the choice turns in favour of the broad definition of personal saving including’
expenditure on consuﬁer durables. This gives the firét rough quantitative evi-
dence that Greeks may consider consumer durables as a form qf saviﬁg. HuweQar,
reservationé arise in establishing a Tair ceonclusion on this question, in view of
the higher absolute value of the standard erxor 6f estimate with broad -than
with narrow definition of saving. We are therefore going to come baék on this
question later on, where the dynamic prmparties of saving function in Greece

are investigated,
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Table Vcaaﬁp

2 s e v e . 08 @My T 8

Standard Errors of Estimate of Two Concepts of Saving 1949-1968: .

{Drs at 1958 Prices)

Saving: SeE. OF S.D. in Ratio Average Ratie CoVe

Concept Estimate 1949-1968  (1):(2) = S/NP (1):(4) (2):(4)
ye) @) @ 82 ()

5. /NP 139 682 .20 1,125 .12 .61

S5/NP 161 1,145 .14 1,765 .09 .65

where, S.,E., 5,0, and C.V., are the standard error of estimate, the standard deviation

{both given in drs} and the coefficient of variation (ratio of the standard

deviation over the average'saving 1949-1968), respectively.

* Besides the difficulties of choice between the two concepts of personal
saving 0n*tha»sa515vaf-thEsa results3fﬁhe‘fnrémentianad)rather‘high error of fore-
cast nguthe;yaarc;SSQ in- comparison. with the standard error of estimate leave
still.some doubts as fmrwa$=thehstabiiity of the saving«inenme.xelatimnshipkin time
is cmhaermEdgﬁlhis»ﬁrablamfis-facgd‘in this' stage byiseparata statistical testing
of‘théiralationahip'dﬁ réal -persenal per capita saving and income in the period of
recenstruction;and infiati@n€1949-1955 aninn the more normal periéd with:relative
price stability, 1956-1968. The xagults~a%:this testing éra‘répurtad in table
VedoTe Testing the significance of the difference between the regression céeffi~ .
cierts. of inaom§7in:theae~two‘subaperinds WithuthE'apprmpriata,test (see section
111.3) laaﬂS"ts;thngstimatien of the E_ratinﬂmf 379 and 2,55 for saving narrowly
and bxaad@y»deﬁiﬁed#rsspébtively.¢Ecth“ﬁhesa'ara lower than the corresponding
Foey6:05 (=3.63). Therefore we have-to actept the null hypothesis with regard to
the difference between tﬁé‘regrassiﬁﬁ‘cqafficients of income-in two sub-periads at

the 5 per cent level nﬁ:éignificance for both cancepts,éf saving.
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Table Vo 3. T.

Saving-Income Relationship in 1949-1955 and 1956-1968,

No of Period of Concept of Constant Regrassionx DuW, F
Eelétionship Obasrvation  Sawing | Intarceptca) Cuefficient. e vRatiD Ratiq
(1)) - 1949-1955  Sy/NP - ~575 142b) 312 2,98 2,76
(2) oo S,/NP - 950 2210 351 2,82 2,93
() | 1956-1968  5,/NP 1,067 .203fe) 967 2,73 35,93
Z N -2,068 asale)  gm 1,31 6a.m

A(a) In drachmas a% 1958 values,
{b) Siénificant at the 1 per cent level,
(c) Significant at the 5 per cent level.

In spite of théxinsiénificént difference beﬁﬂeen the ragresaioﬁ cogf-
ficients of income of two sub-periods, the cohstant intercept of the relationship
in the period 1956~1968 is about twice the corresponding one of the relaﬁinnship
in the period 1949-19.5% in absolute values for either concept of saving. This
implies an 1ncrease in- tha Zero sav1ng point from drs 4,050 1n‘tha perlod l949;

_1955 drs 5,240 in the period 1956-1968 for the ordipazy daflnltlon of saVLng. It
means that within a period of six years, - ‘namaly betwaen 1949 and 1956, the level of
real consumptlon which must be reached ‘before start saving has been increased by
about 29 per cent, This correaponds to a rats of about 4.9 par cent per annum
which is qulte‘comparable_w1th the average annual rate of growth of real per capita
disposable incuma.during the period 1949-l955 (649 per cent). Whatever is the ap-
propriats inteipretatioglﬁf the shift of this size, it ébaﬁ not seem to be too

low to warrant the stability of saving«inéome ralatinnsﬁiﬂ in the longﬂrun. .

The_above resexvations atguggﬁggiishea iﬁ we make forecasts with the .
relationship of each one sub-period fox the other sub-periosd, and compare through
this thegfpreqastiné performance each of. the twufrelationships'pgtéida the -period
of observation., It is first obsewed ﬁﬁat‘the standazd érrorvnf estimate with both
concapﬁs:mf saving is for the saving-income relatiﬁﬁship l956-1968“just about- ane

half-of its amount:derived from the. corresponding relationship 1989<1955 (column/4/,

2
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table V,3.8). The opposite proportions are noticed if we estimate the standard
erroxrs Of each sub-period UA the basis of the residuals derived from application

of the savingmincbme relationship of the other sub=-period. More specifically, the
average absolute standard error of the sub-period 1956-1968 deriVed from appli-
cation of the saving-income relationship 1949-1955 is hiéher”than that-gf;tha

period 1949-1955 derived frnm}applicatian'of the saving~-income relationship of

the period 1956-1968 {column /5/ ). These comparisons taken in combination suggest
that the guodneés of fit bothfiﬁsiAB‘and outside the~p§iiod of observation is better
for the saving-inceome relationship in/{ha period 1956-1968 tﬁah in the periqd

lgag“lSSSQ

Somewhat contradictive are the rmSults Trom the cﬁmparison of the
Theil's statistic U astimatéd'fxom the forecasts of each sube-period by use of
the saving=-income relationship of the other sub-period. Thus, the value of the
U statistic in the pgximd 1949-1935 derived from the saving-income relationship
of the period 1956~1968 is higher than its correspending value in the period
1956~1968 darlved from the qav;ng-lncuma relatlonahlp of the permod 19491955
(column /B/ do ‘ o

Theae cumparisans seém to cast reservations about the stability of the
sav1ng-1ncoma xelatlonshlp thrnughout the perind’ l949-1968, It is therefore advi=
sable. to, carxry, out ‘a careful - further investigation of the dynamic properties of
the sav1ng~1ncome relatlnnshlp 1n Greeea and of the pnss;ble destabilizing in=-
flu&nce of non-inceme factors whlch act in a systamatlc fashion on thls klnd of
relatlunshlp. If dynamlc and non-lncoma factors catch’ up the instability of - savxng
in the period. L949-l968 thls may further improve the gondness of fit. W1th1n and
outside the period of»mpsarvét§dn'and so-increase the value of the,results of sta-
tistical testing. fox policy formation éndwfnr%preqictian, The xasﬁlts-gf the. testing
so far tend on balance to show that the saving~income relétionship of the period
1956=-1968. flts bettex than the cerrespnndlng ralat;unshlps of tha perlod 1949-1.955
and tha one of tha ‘whole perlad 1949-19648. This - ¢onclusion is further suppnrted
by the fact that the errors af'forecast"of~pexsnnal per capita sav;nq~1n~the year
l969 dexived from the sav1ng-;nc0me relationship: 1956-L968 are sl;ght]y lower
than the corresponding’ arrnrs ‘derived by the sav;ng-lncama relationship 1949-1968

for both saving concepts.

. ":4‘"' ./" L
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The standard srror of estimate obtained by the saving=income relation-
ship of the period 1956~1968 {column /4/, table V.3,8) is higher for the broad
(137 drs) than for the oxdinary concept of perscnal saving (105 drs). Neverthe-
less, the ratio of the standard error of sstimate to the standard deviation is
{column /7/ ) lower for the broad definition of saving (,13) than for the cor-’
responding ratio of. the narrow definition nf‘aaving {,18),-$imiiarly, the sta=
tistic U of the projection in the period 1949-1955 by use of the relationships
of the period 1956~1968 (cglumn./ﬂ/ }, is lower.for the broad definition of
saving (.20} than for the nrdinary‘dafinitimn (.35). Therefore the breaking -down
of the whole period 1949~l966 into two sub=periods seems to turn further in favour

of the choice of the brmad»definiticﬁ‘nf personal saving.




"

V., 4. Testing the Dynmamic Properties of the Saving-Income Relation.

The forementioned budget survey data which became available lately for
more than one years give u$ the opportunity of a first consideration of the
short-run saving-income relationship in Greece, Table V.4,1 presents the zesults
of statistical testing of six group averages of household consumption expenditure
and income for the years 1957]58 and 1968/69(25), These results, subject to the
already noted reservations about data, are comparable with the results of the
testing with aggregate time séries of table V.S,l, The marginal saving=
income raticSderived from equations (1) and (2) of table V.4,L #re,324 and ,314
respéctively,which exceed by over 50 per cent the marginal saving-income ratio .196 of
the equation (1) of tébla V,3.126), Ag g consequence, the confidence intexvals
at the pH per cent level of significance of the marginal saving=income ratios
derived from the budget survey data being,324 % .040 and ,314 ¥ ,110 are outsida
the previous referred confidence intervals of the marginal saving-income ratio

from time series (.196 * ,021).

(25) For reasons of using consumption expenditure including outlays of consumer
durables as the depsndent variable here see section 11,4,

(26) The latter does not differ on the other hand significantly from the regres=
sion coefficient of income from time series during the period 1957-1968
(.208 £ .0258) : - “

o

. . _2 =
(Bhyy = -1,139 # ,208 (Lo), 4 u RE = .963
NP (1.9)  (2.1) LR DW = 3,1
. e F = 3594

Also, the confidence intervals of the constant intercept of this
relationship at the 5 per cent level (-1,139 * 374) coincide par-
tially to,the confidence intervals of the same relationship during
the period 1949-1968, Therefore, this comparison of the regression
coefficient of income and of the constant intercept turns in favour
of the stébility of the saving=income relationship in Greece from
aggregate time series. N
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Table V. 4. 1.

Consumption-Income Relationship from Budget Survey Data,

(l)(a) Cy = 2,860 + L6076 Yi t uy ﬁz = ,980
(10.8) (39,1) DW = 1,70
F = 101.6

(2)(P) ¢, = 10,849 + 686 y; + ug B2 =.977
{2642) (21.4) DW. = 2,03
' F o= 179.1

{a) Data of the budget survey 1957~-1958

(b) Data of the budget survey 1968-1969,

It is reminded that presence of significantly different values of the
\mérginal saving~income ratio from time series amd from budget survey data is
common in othexr countries, notably in the U.9.A. A main question arises which
can be the interpretation of this difference in the case of Greece. Firstly,
we remark that the estimate of the marginal saving ratio is very stable between
the two surveys which have an interval over a decade, A furthar characteristic
difference betwesn the results of the two budget surveyé is that the confidence
intervals of the constant intercepts differ significantly at the 5 per cent
level {2,B60 F 794 for the budget survey 1957/58 and 10,849 + 1,137 for the bud-
getasurvey 1968/69)(27); Taking the values of 2,860 drachmas for the year 1957
and 10,849 drachmas for the year 1968 we obtain an average.annual rate of in-

crease of the constant intercept of about 14 per cent, This is over twice the

average annual rate of growth of the real per capita income between 1957 and

1968 (5.25 per cent), This difference, on the other hand, is not greatly reduced
if allcwénce is made for the increase in the consumer pricé index (about 25 per ]
cent betwsen 1957 and 1968) and for the change in the size of household during
the same period (3,8 members in 1957/58, 3,3 members in 1968/69).

It may therefore be maintained that as time passes, Greek people start
savihg.at higher and higher level of income, It has ‘to be recalled here that

the estimates of the constant intercept in the consumption=-income relationship

(27) The constant intercepts are expressed in terms of annual amounts per
household in drachmas,
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from household budget -survey data may be strongly affected by the under-reporting
of the household income. However, application ﬁf the Wald method seems to show
that the difference of the estimate of the constant intexcept between the two
budget surveys cannot be attributed mainly to exrors in the variables of house-

(28), gn the other hand, statistically significant dif-

hold consumption and income
ference of the estimate of tha constant intercept between the two budget surveys
is not sufficient to hrcvide an interpretation about a shift in the consumption-
income relationship before further investigation of gther possible alternative

interpretations,

The approach which applies best to the case depends on which other
independent variables of personal saving are appropriately incorporated besides
the per capita income of the same year, We notice firstly that the ratio of cuzr-
rent to last peak income has not achieved to explain a significant propertion
of the variance of the saving=-income ratio during the period 1949-1968, The
results ‘were not improved by testing the less inflexible adjustment assumption
through the use of the ratio of the current to the last year's income (total and
per capita) as independent yariable. Incorporation of the rate of growth of the
real per capita income besides its level as an independent wvariable has given stas®
tistically significant results in terms of explained proportion of variance and

of standard errors of the parameters, as can be seen in table. V.4.2.

Table Ve.4.2.

S AT 4273 AT £ €71 28 T T SR TS

Personal Saving Regressed with Income and the Rate of Income Growth

. | y R2 = ,976
(1) (Q%)t = =1,086 + ,197 (Nﬁ)t +WULT gy + ug W = 2932
(2.7)  (26.1) (3.1) F o= 17.3
5 Y R% = ,982
(2) Né)t = =1,924 + .341 (g5)y + .005 gy + vy W = 1972
(2.3) (32e7) (2.6) F = lé 4
| 5 Y R2 = .Bez
(3) (g%)y = -.095 + .00084 (gg)y + .269 gy + 24 W = 1.64
(ch) (908) (4.3) F ] 6799
5 Y RZ = 952 |
(4) g?Z)t = 2025 + ,00154 (5g)y + 4221 gy + e W = 1943 1
(2.4) (17.9) (3.1) F = 184.1 i

where gt = the annual rate of growth of real personal per capita income
‘ in percentages,

| 8) Th ‘application of the method of grouping averages in the pross-section data
(28) IQE?}ﬁgpgaS given the following relgtanshﬁp: ci = 2,600 + 4691 yi.
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Comparison of the estimates of: the marginal saving-income retios of-
the regressians(i) (.197 % ,DLQ)Aand (2) (,341 i .022) of table V.4,2 with the cor-
responding ones of the regressions (1) ‘and {2) of table V,3.1 shows that they
coincide virtually one by one reapactively(agla This iﬁ assigned fo a reglati-~
vely low influence of the rate of income grbwth on saving, as can be seen by
breaking down the explained proportion of the variance by the level of the per
capita income and the rate of income growth (tab;a v,a,a)(30). The proportion of
the variance due to the rate of income growth iS‘highex for the narrow than for the
broad definition of saving and higher for the saving-income ratio than for the
real personal saving per capita. The partial correlation coefficients of the
'saving~inceome ratio and real personal disposable per capita income are .81
and .90 for saving narrowly and broadly defined respectively, while the cor-
:respondlng partial correlatlon cnaff1c1ants of the same ratlo and the rate of

growth of real per capita income are .ll and ,04,

(29) The correspcndlng results from testing the relat;onshlp (111, 84)

_ R2 = ,890

are: (— )y ~(117i)w(iifz)(“7~-)t + <§?i>gt T W o= 1,54
9 . F = 74,6

(52) - 316 - 1,716 ( ) + L2710 2 = 925

TiE T e - 1,7 -7~- & 70 gy + vi DW = .84
(25.1). (15.0) o . (3 rE F o= 11,5

(where S/Y and g are taken in percentages)

The derived from these relatlnnshlps marglnal savxng~1ncoma ratios have
confidence intervals (,176 #-,020) and (.316 ¥ ,025) for saving narrowly
and broadly defined respactlvely, Alsc the confidence intervals of the
constant intercepts are (-942 ¥ 176) and (=1716 + 228). These estimates
of thesmarginal saving ratios and of the constant intercepts do not -
differ significantly at the 5 per cent level from the corresponding
estimates of the relationships (1) and (2) of table V.4.2. The resi-
duasls of the latter have therefore a fairly constant variance and

are not subject to presence of heteroscedasticity.

(30) This breaking down is carried out through the so-called coefficients
of separate. determination, for which see.e,g, Mills F,L, (1955),

o s e P A it v e
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Table V,4.3.

v T Y e ey sy 3 33 o e R

Coefficients
Proportion of Variance Explained hy: .
Dependent Y ' ‘ V
Variable *Nﬁ)t g¢ Total*
(1) (2) €3)
S1
(Nﬁ)t »939 . 040 » 979
(2) 975 .009 .984
NPt ’
(1) 699 196 895
Y -t » L L4
(32) 893 064 957
7 t . L] . .

* Columns (1) plus (2).

The possibility of
of growth of income to the variation of the proportion of income which is
saved in Greece may be associated with the observed reduction of the varia-
tion of the rate of growth of income at the time of increase 'ifi the saving-
income ratio, It does not indicate therefore necessarily an extremely fast
adjustment of the consumption expenditure to the bhanges in incnma; as it
Qas pointed out in the last section, This problem can be investigated further

now by incorporation of the last yearfs consumption expenditure besides current

no particularly high net contribution of the rate

income as an independent variable of the personal saving.

Table V,4.4 presents 'the results of statisticeal testing with the ordinary
least squares method and personal saving as a function of current per capita
income and last year} per capita consumption at constant 1958 values, The first
thing remarked here is that the exact values of the regression coefficients of
income in equations (1) and (2) of table V,4.4 (,301 and .SZvior narrowly
and broadly defined personal saving respectively) exceed the corresponding
regressiaon coefficients of the equations (1) and (2) of table V.3.1 by over
fifty per cent (54 pex cent and 58 per cent for the two definitions of saving),

In particular, the confidence intervals of the regression coefficient of the

,/a'
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income va?iable in table V,4,4 {(.,302 % ,195) are within the range of the
estimates of the short-run.marginal séving-incume ratia ffoﬁ budget survey

data in table V.A,l‘€.324 for the year 1957/58 and .314 for the yeaxr 1968/69),
On the other hand,. simple trangformatiun of the équatibna (1) and (2) of . table
Vod,4 in accordance wWiththe discussion of.tha rel;timnship‘(IiI,Zl) gives a mea-
sure of the léng-run margiﬁal saving=income ratio (.195:and ,330 for the narrow
and the broad definition of saving raspagtively]. These astiﬁates are almost
ideﬁtical to,’ahd consequently do not differ significantly from, the corresponding
regression coefficient of the personal per capita incoms in equations (1) and

(2) of table V,3.1.

Table V.4.4.

Personal Saving and Income and Last YearbConsumption®

|

s Y C ' R = ,946
(l) (_N';%)t - -—879 "" ’302 (‘Nﬁ)t - 9.1.33' (“%)t"l + U,t DW = B ’
(6.4) (3.2) (2,1) " F = iég o

5 Y C; RE = .9

(2) Né)‘t = =1,239 + ,528 (g5)y ~.298 ‘{Né)tml + vy W = °n
(4.9) (5.9) (2.3) P = z;:gg

5 L Y R c R = . 65

(3) (?nl.:)t = -5119 + 0084 (N-)t - QUB-@'L'E: (N%)t—l + Zy IF;W = 2:64

(2.0) (4,9) (1.7} F = 28,8

(4) () = =41+ 00193 (gg)y -.00058 (=8), | + 2y DW = 2,28

(.9)  (2.3) (2.2) * Fro=98.4

i

* whexe C) = Y=5; and Cp = Y-52 i,e., (2 does not include expenditure on

purchase of consumer durables.

Despite the so indicated close values of alternative estimates of the
regression coefficient of the income variable we have to face the forementioned
prﬁblem of possible bias in the estimate of the regression coefficient of lagged
coﬁsumptian and of presence of serial correlation of the residuals in the testing
of table V.4.4, This is going also to help the appropriate interpretation of

the raaﬁlts of statistical itesting,
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Alternative testing of the)short;ruq marginal propensity to saué can be
made by\use of first différances of fha original values of pezl~ ' per capita
personal disposable income, Thus, by loosinglone degree of freedom we have tested

_the above rel@tioﬁship with first differences in linear and in linaarmproporiio—
nal form, fact thch has tuzned in favour_ﬁf the proportional relationship. This
is consistent with the rélationship of first differences of cdnsumptimn (111.54),
though the regression coefficient of the below relatiaﬁship (.332) is very close
to the one given by the results 6f table V.4,1 (Crosswsacfibn)JCDMpared wi%h the
corfeéponding one from theé;esultalmf time series (equation /1/, table V.3,1}.

2

. R® = ,206
4 (“")t - 2332)A( Ble T U D.W.= 2.49
+? F. = 1.6 |
The results of this relationship are <. least subject to presence of serial :

correlation of tha:}esiduals, They may not be of course quite sufficient for ac-
6ept§hg the value of the above regréssiomAcaafficient, because of non-significance
of the coefficient of cnrrelation at‘ﬁhe 5 per cent level. Decraasa of the value
af the coeff1c1ant Df correlation is usually expected from first differences,
though tha comparison ofnthlgACGEff1c1ent with the cor;esponding one derived from
fest;ﬁg Qith original data is not strictly permitted because the dependent variable
is not the same in.both cases. In addition, it is reminded that the correlation
coefficient is not a sufficient measure of goodness af it in:tha case of the

" above equation siﬁée it has not intercept, We have therefore to note that the
standard error of estimate in the abﬁVE relationship (91 drs) is about two-thirds
of ths corréspmnding one (139 drs)-in the case of testing with original values

(equation /1/, table V,3,1),

We have to ipvestigate now more thoroughly tha questioh‘about the true
~value of the long-run mérginai piopensity fa save in Greece which is not pruvi@ad
“by the last relagionship. We resort for this purpose to the forementioned eco-
nometric techniques (secticn III,4). Table V.4,5 presents the results of the sta- {
tistical testing of personal pﬁtkcapi£a saving with psrsonal per capita disposable %
income and last year's personal per capita éonsumptich*expenditure from tHe use

of thrmee alternstive statiéﬁicai methods i.e. fhe B.l.259., the T.5.L.5. and the

T.P.L.S. . Comparison of the regreésion coefficients of income and of lagged
cnnsumptlon between equations /l/ and /2/ on “the one hand. and. equatlmns /4/ and

- /5/ on the Dther hand ih terms of t ratio does not indicate slgnlflcant differences

./ E ’
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Table V. 4, 5,

Results of Alternative Taéting of Personmal.Saving with Income and
Last Year Consumption®

(Aggregate Time Series: 1949-1968)

Method of Equat, 9aving
Estimation** No Definition aa al ay Ré F Do,
0,L.5. (1) Narrow ~879 +.,302 ~e133 .946 189.0 2,18
(6.4} (3.2) (2,1)
T.5.L.S, (2) o 624 +,335  -,161  .953  131,4  2.0L
(5.9} (3.7) (2.4)
TanLpsn (3) " -573 +9297 “’alza .959 12409 ll BU
(643) (3.1) (6,4)
OalnS, (4) Broad © =1,329 +a 827 -,298 981 155,9 1,39
' (5,3) (5.9) (242)
T.5.L,5, (5) " -1,526° +,494 -,275 .968 246,5 1,66
(5.2) (6.3) (1.9)
ToPaloSa (6) 1,455 +,480 ~.223 . 988 106,8 2.19
' (4,6) (6.1) (3.0)
where a, = the conatént intercept in drachmas ot 1958 values,
8y = the regression coefficient of income,
ap = the regression coefficient of last year consumption,
' 0.L,5, = oxdinary least-squares method.
T.5.L.5, = two-stage least-squares method,
TeP.L.5, = three-pass least-squares methad,

* The series of personal saving and of personal disposable income and last year's
consumption are expressed in real per capita terms, i,e, after deflating by po-
pulation and the implicit price index of personal consumption expenditure.

** For a discussion about the usefulness of these methods see chapter I111.4.
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between the 0,L,5. and the T,5.L.,5. for either definition of saving, This

implies that the 0.L.S, estimators may not be subject to Significaﬁt bias be-

cause of presence of serial dependence in.the disturbance termgal), It can

also be seen that the standard errors of the regression coefflC1ents from the
are very close

0.L.S, and the T.5,L.5, methods/for both definitions of saving. This means that

0.L,5, does not involve any significant underestimation of the sampling variances

of the regression coefficients which is supposed to be removed by the T.5.L.5.(32),

In addition, the differences of the regression coesfficients of income
between equations /1/ andﬂ/3/ and between equations /4/ and /6/ are insignificant
at tﬁe 5 per cent level., Similar results have been drawn as far as the regression
coefficient Ef lagged consumption is concerned. The results of this testing seem
" to imply that the estimators of the 0.L,S. are not likely inconsistent with egither
definition of saving, In‘particular, the fact is that the ;egréssion coefficient
of the lagged consumption expendlture Wlth .the T.P,L.5,. is not significantly
lower in absolute valuas than the Correspondlng coefficient obtained by the ap~
plication of the 0,L,5, method, This implies that the estimator of the parameter T
of the iagged consumption is nﬁt sariously downward biased by the 0.L.S5, .and is

unlikely to be zero in'our case(33),

The regression coefficient of the lagged consumption expenditufe may be
interpreted in accordance with the relationship (I1I,25) as & measure of fhe
difference of the coefficient of adjustment of the conéumption expenditurs fraom
the unit(34). This dimplies that ahbout 87 per cent.of the divergence between the
'desired! consumption ordinarily defined and the consumption of the last year
is fulfilled within a year in an aaymptatic'prncass: according to the resgl%s
of the 0,L.S5. method., The c¢orresponding proportion of the consumption defined
to exclude expenditure on consumer durables is about T0 per cent., From the;appli«
cation of the T,P.L,5. method the estimates of the adjustment coefficient are
87 per cent'and 78 per cent for consumption ordinmarily and narrowly defined

respectively,

(31) Closely similar results to the equation /1/ of table V.4,5“have been also
obtained by testing in terms of ra%ios to income in accordance with the ra-
lationship (III.84), which allows for presence of heteroscedasticity .in the

disturbance term: N , c . R2 =.694
' (_-) = .332 894 - 175 k=l D.W,= 2,21
- (4.5) (7 73) Y7NP (2.1 Tt F. = 28.6

This gefs 5q=-894, s1=,332 and sp=-,175.

(32) As it has been shown by Professor Johnston J. (1963 ,p.1B64" the T.S. L S. is
equivalent to the generalized least-squares Tethod.

(33) How great this danger usually is see especially GrllthES ZVl (1961)

(34) Thus, aklng the regression cgefficient of lagged consumption as (1-B) we
have - = -,1337and B= .B6T,
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Alternatively, and according to the relationships (II11.32) and (II1.27),
the regression coefficient of the lagged consumption may be interpreted as a
measure of change of permanent income %ollowing the changes of measured income.
It means that 87 per cent of the difference between observed income and last year's
'permanent income is transformed into permanent incmme‘of the cﬁrrent year, The
sorresponding proportion for the narrow definition of consumpﬂion expenditure is
70 per cent. Applying now the estimates of B to the regression coefficient of
income in accordance with (II1.32), we get valugs for the coefficient 8y equal
to ,804 and‘,GTZ for the broad and narrow definition of consumption expenditure
respectively, Therefore, the relationship (II1,91) gets the following form for

the two definitions of copsumption expenditure:

=T

Cy - * Y ~ ar S Y
..a,.; 3 T s oy . = T Py
(fple = 879 + ,,BU.A,BSTZ,133 (ﬁpl.'l:-r 879 + ,69?2. .133 (7574

55% = 1,329 + 672,702 2, ,298% \(%5345_1. - 1,329 + 4842 ;2987 (éﬁ)t;r
These two equations present the results of the stetistical testing in the
form of distributed laé strucfure of the nature of a declining geometric progres-
‘'sion. The first term of this progression is the regression coefficient of current
income wbiéh is identified as the short-run ma%ginal propansity%tm consume (alB),
i,e. the product of the corresponding lang-run propensity (al) and the coefficient
of adjustment .(B), It is recalled that the size of the derived here long-run mar-
ginal prdpansity to consume is almost identical with the cnrresﬁondig estimate of
the regression coefficient of income when it was used as the only independent va-

risble in time series (regressions /1/ and /2/ of table V.3,1),

On the basis of the regression coefficient of income in the equations /1/ and
/2/ of table V.4.4 and of the average income-saving ratio in the periocd 1949-1968
we find the income elasticity of saving at the point corresponding to the sample
mean to beZZ,Bp and 3,20 for saving narrowly and broadly defined respectively.
These values are higharAthan the corresponding elasticities 1,8? and 2,08 derived
from the equations /1/ and /2/ of ‘table V;3,l, This divergence is attributed to
the fact that the former represent measures Uf the short-run elasticity of personal
saving while the latter cunsist‘o% iongwrun elasticities {see relationship 111,114).
It is reminded that  the longer the péfiod of time the lmwerrthe elasticity of saving,

provided that income is rising and the saving-income relationship is linear and non-

o/
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proportional. The differesnce between the short-run and the long-run elasticity
of personal saving is .the resuli of a different saving-income relationship

and can get intérpretations as referred to in appendix IId.

As far as the contribution to the above differences of the transitnrj COm-
ponent of income, it is recalled that this component in cross. section may not
be as small as in the case of time series, More specifically, the transitory
component in tlme series - may be zerc for a too ang sample per;od Because this

does not happen in our case we apply the relationship (I17.145) whnch is based
on this assumption as-a first approximation. Inserting ) from the results of
cross-section testing and the value of al*%rom testing of aggregate time series

it/
of ordinarily defined consumption expenditure/gets:

i

,ﬁ?é .804 Py - : for the cross-section 1957/1958

,686

kil

.804 P, : fox the cross-section 1968/1969.

Thus, we find the ratio of the variance of permanent income to the variance

of méasgnad income Py to be between ,840 and ,853, This implies that about 15
per cent of the varisnce of incoie in Greesce is considered to be attributed

to the transitary-campbnent(35). The so estimated ratio of varisnce due to
transitory income in Greesce is lying between tha corfaspondiﬁg estimates of
this ratio in the United Kingdom (13 per cent) and in the United States (18

per cenf)(aﬁ). The lower contribution of the variance of the transitory income
in Greece than in the United States is in spite of the'pmssibility that the va-
riance of income in Gresce, a country in intermediate stage of devélopmant, is
greater than in the United States. Thus, the structure of industiy in Greece,
in which the farm sector had the higher share to G.D.P, than the manufacturing
sector till 1963, may contribute positively to the variance of transitory income,

This kind of influenﬁe, however, seems to be Dveroffset by a possible negative

(35) Putting alternatively values for h=,94 and for B values ,867 and ,700
for the broad and narrow definition of copsumption, we get.in accordance
with the relationship (II17,120) values of P of ,98 and ,96 for the two
definitions of consumption respectively. Thesa values of Py are closer
to unit than the corresponding ones.above derived by combination of cross
section and time series estimates (.840 and ,853).

(36) See Walters A,A. (1968), pp.259-60.
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influanéé exerted by tha”limitatimns on competition in Greece (no -freedom

of entry in ﬁany sectors of the economy Withaut»government‘licence)and>the pre-
valence of price maiﬁténancg arrangements since‘l955 in the purpose to pressrve
a low rate of inflation. Anyhow, the sstimated value of Py in the cése of Greece
doas not seem to be of:a magnifude to suggest that the variance of saving is

attributed largely to the variance of the transitory component of income.

The clcsqness‘pf the results of alternative gtatisticai testing of per-
sonal saving\With current income and last year's consumption(37) reduces, as
it was: notlced already, the possibility of presence of serial correlation of
tha dlsturbance term, This may also be shown by direct consideration of the

time pattern of the residuals of these estimates, Attention to the particular

- pattern of the disturbénce term may in addition Relp to reveal some factors

which have not been considered so far, but which can be observed and taken into

account.

It is first observed from chart V.4 that fhere is a close similarity of the
time pattern of the residuals derived by use of the three alterﬁativa computing
teuhnlques. Another partlcular characteristic of this pattern is that the resi~
dual term takes negatlvz values systematically between four—year pmrlods, namely
in the years 1954, 1958, 1962 and 1966, As can be seen in table V.23l (column

/4/), these are years of low rate of growth of the real per capita disposable

income, as a result of recession of the Greek economy, which follows as fore-

mentioned a pervasive four-year cyclical movement, The naéative value of the

residual term of perscnal saving in these years means that the realized saving

etn o ey ot o 4r<p 030 = R e e

(37) To account for the possibility that not all measured income has the same
effect on saving and for the failure of the relationship (I111,40) to give
acceptable results, we have proceeded toward testing of the (111,43).

-This has given regression coefficients of the income trxend of ,191 and ,328
which are almost identical with the previous estimates of the long-run
marginal saving-income ratio.: In addition, this tesiing has given regres-
sion coefficients of the deviation of income from the trend of ,347 and
<458 for the narrow and the broad definition of saving respectively. These
sstimates of the regression coefficient of the transient componant of in~
come are below ,5, compared with a unit suggested by the strict version of
“the pemmanent income: hypothesis, ThlS kind of comparison is of course 1ubm
ject to.certain reservations, namely that the proxy of permanent income used
here may be not entirely independent ©F : the income deviation around trend
and that the transitory component DVLIlUDka bonus payments which seem to

be comparatively h¢gh in the case of’ Grcace {eee section VI 3).

7.
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was less than the amount which corxesponds to the income and lagged consum-
ption on the hasis .of the average relationshipiaa). This can be attributed

Vto the fall in the transitéiy component of income in thesé years of recession.
This kind of intarpratation‘does hot imply, however, acceptance of the perma-
nent income hypmthesjs without a series of reservatiocns. Thesa reserva%ions‘
refer to the rcremantloned as likely low variance of the transitery component
in Greece and the natlcad already (sectlon V,.2) weaknaqs of this interpretation
~ in some years and between fifties and 51xt1es.‘Alsa they refer to the small
number, of Dbsarvatiuns:fpf a gufficient assessment of the lmngm;un properties
of the saving~income rélatimnship in Greece, It is furthér ‘notived that testing
of the relationship (II1,40) in which both consumption and income afa broken
into a permanenﬁ and a transient component haé not obtained statistically
Sngnifluant regression coefficients for all the varlablcs, in splta of good-
ness of fit. In addition, 1t is observed that the intercept in all testings
presented in table V,4.5 is statlstlcally significant at the 5 per cent leveli:
though it is reminded that the proportionality assumptlon is not an esaentla}ly

integral part of the parmanent income hypothesis(dg),

" The goodness of fit of the results of table V.4,5 is now examined for out-
side the-period of observation 1949-1968, hamaly £he year 1969, for which data
have been publishedwlateﬁiyJ Eolumn{/ﬂ/ of table V.4.6 shows that the error of
Fmracastlng peraonal per capita saving for the year 1969 withu¢alternative
methnds ‘is as a rule below 10 per cent. This error veriates less with the sta-
tistical method applied than with the definition of saving, namely it is lower
. with the definitiom which includes e#penditure as consumer'durables(dm), Simi-

larly the Theilié statistic U has been found to appreach zero rather than unit

(38) A roughly similar pattern of residuals of consumption with income
and .lagged consumption as independent variables. in the period 1949-1959
has been attemptedto be explaired exclusively in terms of the permanent
income hypothesis, See Pavlopoulos P, {1966), pp. B5-6.

(39) See Farrell M.d, (1959)f
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(40) It is reminded that the corresponding forecasts of the year 1969 on the
basis of the results of the equations /1/ and /2/ of table V.3.l have
ratios to actual per capita personal saving of the year 1969 about 89
per cent in both-definitions of saving. This implies less satisfactory
performance of- them than the corresponding relationships of table V.4.5
(since the. forecasting error of the relatlonshlps of table V,3,1 exceeds

10 per cent).




(column 4, table V,4.6), which indicates a satisfactory forecasting. performance

of the results of—table'Vx4,5.

Table V.4,6,

£ e 2 €08 258 240 W 7D Y

Forécasts of Saving for the Year 1969 and Standard Errors of Estimate

(Drachmas, 1958 prices)

Dapendeht Forecast (@) Relation(b) Forecast Theil's Standard Forecast Col.(5)

- Variahle . , _ over actual- U EEEEI(C) Error OVSESDGVBTNEESE
B N M ) NN ) MR ) W (- N ¢

(5,/NP), 2,766 S () 93~ 04 149 .78 .22
n 3,223 (2) 1.08 .04 138 1.75 .20

K 2,750 (@ .92 .04 146 .90 .21
(Sp/NP) 4,793 - {a) .97 .01 164 .84 .14
S 4,265 (5) .86 .07 186 3,59 .16

" 4,706 - (6) YL o2 131 1.72 .11

(2) The actual per capita personal saving for the year 1969 was found to be drs
. 2,982 and drs 4,932 for the ordinary and the broad definition of saving
" respectively, Also the real personal per capita disposable income in 1969
-was drs 18,453,

(b) Numbexr of zelationship of table Vod,S applierd to obtain column /1/,
‘(C)VStandard error of estimate of the relationships {column /2/).

(d) S.D. is the standard deviation of personal per éapita saving.

With such a not:particﬁlarly high efror of forecasté there is no reason

for strong questioning the stability of the.estimated parametera outside the pexriod
. of observation. It has to ba notlced however, that the forecasts of table V.4,6

are in the majority of cases lowex than the actual per capita personal saving of

thé yéar 1969, This is associated withfthe fact that the rate of growth of the

real per capita diaposable-incmme dn this‘year (?,l per cent) is well above the

corresponding averags annual rate.of growth of 5,6 per cent during the pexriod

1949-1968 (column /4/, table V,Z,lj, Nevertheless this may not be.a sign of

allert in view of the not particularly high value of %he error of forecast. In

addition, it seems worthnoting that the actual value of per capita personal
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saving in-1969 is found to be without exception within the estimated confi-

dence intervals of the forecasts at the 5 per cent level.

The fact.that the error of forecast by use of the results of the ordi-
nary least squares is very close to the carruapoﬂdlng ones derived from the -
results of other statistical techniques (culumh /3/, tdbla V.4,6) has to be
further pointed out, This provides dddltlﬂnal evidence of con51stegcy with
)the estiméfa of the coefficient of the laggsd endogenesous vafiabla of consume
ption by the ordinary least squéres, It has, however, to be pdintad out that the
forecast based on the T.P.L.5, overlooks the influence of T, _; which was used
by this meth&d but is an unknown quantify in the projection periodgdi) There~
fore, the- fcracast ‘made by the use of the least squares equatlnn is paxrtly

complementary to the cnrrespondlng projection by use of bhe T.P,L.S, equation,

Table V,A.G futthei shows that the foreecasting error is slightly lower
with saving defined tec include expenditure on consume£ durahles than with sa-
ving ordinarily defined,‘Theﬁgoodnass'of fit within‘the period of aEservation
seems however to bE'Suméwhat bettaiiwhan saving is ozdinarily defined than when
it is defined to include expanditure on consumer durables, Thus, the standard
‘error of Estimate‘of saving' ordinarily defirmed is 149 drs (equation /1/, table
V.4,5 hcmpared w1th a Lorraspondlng error of drs 164 for brnadly defined saving
(equatlon /4/, table V.4, 5)(d2)’ However the standard error of estimste of the
T.P,L.5. is lower when uav1nq is broadly defined {drs 131) than with saving ex-
cluding expenditure on cpnsumer durables (drs 146). Moremver, after allowance
far thé scale hias of the standard Error of estimate, the comparlson Lurns in
fgvour of the broad definition ofrsabing evenfiom-tha least squares method.
More specifically, thalratio of the stan@ard grror of estimate to the average
per capita savimé in the péfiqﬁ 1949-1968 im ,093 for the bread.definition of
saving comﬁarad wi%h a corresponding ratio of ,132 for:saving narrowly defined.
Similarly, the ratio of the standard error of estimate to the standerd deviation
is .143 for saving including expenditure on consumér durables, while the same

ratio for ordinarily defined saving is .218 (column /1/, table Vad,6.)e
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(41] Four at least alternatives have been suggested for the projection of this
unknown quantity, though existing theory is a poor guide in assessing these
alternatives. See HoGthakker H.5, and Taylor L,D. (l966) pp.44-~45.

e e e e

(42) These estimates are based on thu results of squatton% /Y/ and /4/ of table
V 4. 5

‘ .
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The conflicting results of these comparisons in terms of standard error
of sstimate, before end after allowance Tor the biss of scele dmplicit din the
standard error of estimaté, add difficulties to the choice between the two
concepts of saving employed in the statistical testing. Combination of these
comparisons in terms of standard error of estimate andhin terms of forecasting
performance of the ssving function seems to turn, however, in févaur of %he“
definition of saving including expenditure on consumar‘duraples in the case of

Gresce,




CHAPTER VI
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PRICE LEVEL, INCOME DISTRIBUTION AND TAXATION,
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VI. 1. PIlCE Level and Stock of Wealth,

e e e

The so far used saving and income figures were deflated by the impliciﬁ
price index of the personal cmnéumptiun expenditure in accordance with the ra-
tional consumer behaviour (section I111.2). The questiué now is whether the
changes in the ﬁrica laevel in Greece have exerted a significant independent
influence on the ebserved increase in the proportion of income saved during
tﬁe period 1949-1968, As can be séen in chart VI.1, wuch of thekincrease
in the saving~income ratio has taken place in the period since mid-fifties du-
ring Which the rate of increaée in the imﬁlicit‘price index of the personal
consumption e%penditure has fallen down. This is not, however, sufficient to
prove fhe kind and the size of the possible contribution of the restoration of
the price stability to the increase in the savinguincome ratio in Greece, hew

.fmre considering the saving~price level xelati@nship hesides other factors of

saving.

: fha relationship of comsumer prices with personal sawing is first exa-
mined here in terms of the influanﬁa of the former on the real perscnal dispo-
sable income, The influence of price increasesis negative only in-so %ar as
factor prices are given, If, on the other hand, factor prices are strongly re-
lated with consumer prices, which seems to happen in the case of Gresce {chart
VI.l)(l), the rate of changes in the price level influences money income and
leaves largely upaffected the real income and ﬁateris paribus the flow of saving.
Under these c1rcumstances, the cutting down of the rate of growth of consumer
prices since 1955 hava been accompanied by lower rate of growth of money incomes
and have Left viztumlly uninfluenced . the real personal disposable

incoma(z). A npossible parallel movement of wages and salaries and of consumex

T e v o v e ke 7T T AT R s < A 4 SIS AT WP B AAe

(1) Wages and salaries constitute, of course, a relatively imporiant component
of the index of factor prices in daveloplng countries with predominantly
light industry, like Greece,

(2) Closelyiparallal mmvewent of the reward of labour and of the prices of final

consumer commodities provides indications about minor change inithe functio-
nal distribution of income which is discussed in some detail in section
VIl2, '

e
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prices consists of the result of certain bargaining power of employers and
trade Unions and of incomes policy applied in Greece. The trade uniaons move-

ment has incraéséd somewhat its power in this developingﬂcountry; especially

.after the accelerationvof emigrétion (see  section VII. 2).

_ CHART ¥I.1.
SAVING-IHCOME RATIO AND PRICE LEVEL

—_— Consumer Price Index (1958-.100) S

,,_.._«Fac{:ov- Cost Index (1968 % 100)
—— Savmq - lncome Ratio (%) -
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+110

100
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The reduction of the rate of growth of consumer prices since mid-
fifties may have further exerted a positive influence on personal saving,
due to a possible negative effect on expected consumer prices, In particular,
if the elastbicity qf exp;ctatidns of prices is unit, the fall in ‘consumer
pricés results in a prnbortional cutting down of the expected prices. Under
these circumstances it does not pay the quick realization of the consumer
plans to the extent it -has happened so in the past, This kind. of  influence
can appeaf if.thé’elasticity of expectations of consumer bricés is not. any-

how zero, -

e




A further sourca of - Lnfluance of canéumar prlFCS oh’ pBrsonal saving
may rmma flam the possible p;e@enca of . ‘monuy lllu510n' of oerﬁaln klnd and.
degree during the’ perlod under review, Thus, the Ereek rmnsumers may con51der
themselves somewhat better off because’ thay do not realize the relatlvely low
rate of increasg in prices since mld f:ftles as: much as they do for the p&rallel
increase in theixr maney 1ncames. If so; . the mndefate rate of growth of prlces

affects pOQLTlvely savmng maxre: than hlgher rates of, say, over 4 or ‘5 per cent

per annum and also more than if prlccs wura held: cmnstant( )

The possibla relationship of consumer prices wihhfpeisdnal"éaving does

not affact under’cerﬁain conditions the estimate of the raal personal per capita

dlsposable income, This is easily shown by multlplyjng both smdas of the linear
relationship between personal per capita savmng and persmnal disposable income

by the measure of the price level Py which gets

5, Y . . )
(T\'l)*c S Py 51 ('ﬁ)t ‘ s (V1L 1)

Tt is obvious that if 8y = o.and if .the covariance (Pt‘gﬁ)éo; the estimate of -

sy from VI.1l will be identical to the correspondlng eatlmate of. the saving~income
relatlunshlp in reel per capita turms( ) -The results of tdble VI,1.1l show 1ﬂnlgnlf15ﬁnt
d%foIQDCEsst the: regression coefficients of money income: and  the cor- -
'responding ones of the saving~-income rElablOﬂbhlp;ln real per capita terms - i
(regressinns /1/ and /2/ of table;V;3,1)~y in accordance with %he-assumpﬁicns |
made forithe‘relatimnship VI.lﬁ;Pmnséquently,‘though the ;egrassién GoefficientéA

of the'sefies of‘price level arefstatisticéily significant, a sizaable'indépénn

dent influence of this variable on the volume of saving is rather precluded.

This is clear from the relative Qaluas of parfial correlation coefficients of

saving with money income (.969 and .989) and price level (q?23 and - 289) for
(5)

narrawly and brsadly defined sav1ng raspectlvely

(3) Money 1llu810n of whatever klnd may. not apply well to all ranges of changas
in consumer prices and in money incomes (because if thc opposite happens, it
would invalidate the assumption of -raticnal behavzour} and may be relatively
strong in short perlnds of time, See Ackley G.(1961), Ball R,J. .(1964),

e e i e s v e s a8 v i e wre 7R war

(4) See Ferber R. (1953),

(5) The estlmated + ratlos for the partlal correldtlan coefflclents -,223 and
-,289 are 1.3 and 2,9 respectively, compared wWith the critical value of the
Student's distribution 2,11 (for 17 degrees’ of fresdom and 5 per cent level
of signiffcanca) Therefore, only the paitfal correlation coefficient-of the

price lgvel variable with saving broadly defined is statistically si nifi-

t.it ticed anyway that the series Py is an index pumber and does.not
gi;reés éirggtiﬁathengua¥t1tatlve 1nfluencet0f the. prlce level on persanal saving.
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Table v1§~l,%l»s.

Tes

Changas in thu Frlce Level and Marglnal HaV1ng RatLD,

(1949 1908)

20 o 073 0 e s 2 2w 23 o w2

¢ -

lndEpehdén% Variables

. Regfess ioh DEandBnt

Number - 'E'Vaxiable"““ ‘Piiéa'téveiiajwn Incoﬁg(b)
by 1(5 /N)t . -1,052 202
o (9.7) - (2.5)
(2) »,(SZ/N)t . =2,043 »360
| - ' (17,7) (37.0) -

(a) Imp]1C1t Prlce Index of the Personal Consumptlon Expamdlture (1958—100)

e

“{b) Persanal Dl&pogable Incame deflated by mldmyear Populatlmn.

Thls kind of results seems to nast doubts on the malntalned v19w “that

Greece can - glVP lessons “to other davaloplng

bW, F

Ratio Ratio -
2,72 .21.6

1,59 62,2

ary o

,951

©.954

.ecanomies for an Lffertlve

appllcatlmn of the mnnetarlbt school of economic thought(s). Thus, the statlatlm

cal pyidence 'is hot sufflclant to show that 1nflatlon was one of the most im-

portant restraining factors to saving -£ill 1955, and that the. restored relative

price stability has significantly contributed directly to the obsérved increase’

in saving onwards, Relative price Stablllty seems .of course essential especially

/in view of tha forementioned (sectman]ﬂ l) special connections of Greece. with

abroad, Thus, the;transfamg of capital by emlgrants and the expansion of. tourism

. seem to Bé particularly_favcﬁred under ‘conditions of relative price stability. The

largest share of the capital inflow to Greece is not business-capital for exploi-

© tation ef 1nvestment Upportunitlcs so that to affect ‘negatively. damastlc saving

as- it p0551bly happens in.other less developed countrlas (see e.g. Johnson H.

T 2 i e e 2 et v D

(1967), Kafka A, (1967))

K48 o 418 48 s e ven

The restoration of relatlve prlce stability in Greece seems- to have furthﬂ

affected +hB growth DF personal savxng. Thua, the replenlshment of the.lost real

value pf" llquld assats becausa of the erosion of the ‘value UF money ! .during in-

_flatlon, may- have contrlbutad to. the observed dincrease in the proportlcn of “income.

_ sav@d"Sane mld-fmftles. 'quuld assets! are defined here to include claims 1n

fixed currency units, i.e,- cash Dut31de .the. banklng system plus denSlt accounts

of individuals. The real per capita value~of liquid assets fnllows an upward trend -

mmmw-«mﬂm«—aw‘

(6) See" Palmer D.K, (196?)(
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like thé;saving—inCDmB iatio which becoﬁés parficularly*strong éSpeéiéily since-
midififtias‘(chart'VI>2) -Thers seems to be -in additicn a correspcndenca ‘bhetween.
year-to~year varlatlons in the rate of growth QF liquid assets and in the magnltuda
of the BaVJng-lnCDme ratlo, Thase relatlve movpmentu seem. to add d;ﬁﬁnult;es with
ragard to the quastmmn abuut tha natuxa and: the 8ize ﬂf the: net 1nfluenca u?

llquld aasata an the nbmarved grgwth of paraonal sav;ng 1n Greaaaa

2

Fmr thearetlcal ‘and empirical reésone llq01d.asseh5 may be é poar sUTL~
A-rogate of - tha wealth GF the savera(Y) Thus, the gruwth Df‘llquld as&eta~refleut§'
both growth 1n the wealth and bhe haldlng of a part cf 1t into lquld form nmt :
;neuessarlly stable over time. . In addltlon,llQUld asaets are strongly correlatud .
with 1nc0me¢.Under these c;rcumstances and 1n wview of the lack Df data on waalth
we can Unly indivectly lnvestlgate the wealth effect on the growth of aav1ng iry
Greeua, Thls problem is almpllfled to a cartaln extent by the foramantlonad
transformatlnn Uf ths supposed sav1ngn1ncume~waalth relatlmnthp and the use

‘i:of the testable form Df (III 102), Tastlng this relatlonshlp by tha ~ordinary

least~-squares mathod has glven the fallmw1ng results'.

W

Sy o . R2=.9m
(55)y = +424 yt + 879 Np)t«-l - : DML = 2,71 (VIL2)

The regress;on coaff1c1ents nf ‘hoth 1ndependent varlables are staL;stlm
"cally Slgn:flcant at" thB 5 por cent laval,thmugh the' D W, cueff;cxent is hlgh
enough tc warrant appllcatlon of the. three»pass lPa%t squares method, Thls does

. not seem tm affect Q1gn1f1cantly the ragress;an confflalent of! Laggcd sav1ng(8)

Thus, applxcatlon of the T P.l. S$ method has glVen thP fnllow1ng results

m2 R

L RS =.976 .

(" Jy = '440 yt + 839 (Np)t 1 . 2DJW, = 1,81 ) (vr,a)
(4,.3)' . (16» 0) : » F . 53 4 .

The” ragr8581on (VI 2) gives-in accmrddnca w1th (III lDZ) estlmates of

Ay = 482 arid A2 =‘—.%37, The relat;opshlp (III lGl) can therefora get the furm .

1

éth Ao + 482 R - j' ”_'] I 5) .

--m.«x-.a.-.—--.' ﬂm“«mmm”.‘

,(7) Sae EaQa Sults D, (1963), Ackley ‘G (1961),

(8) Tustlng in- addltlon the relatlnnshlp (III 102) in llnear non- propartlonal form "

© " has given: (—~) 5 833 + 420 o 879 ( &) Rz'.:*'BSl
T E ¢ 420 Vy WP/t~1" D,W.= 2,70~ :(vr.a)
: ’ ( 4) (2 6) (90 ): ] F - 5.}. 5 )

The constant lntprcept of (VI 3) 15 1nslgn1flcant, whxle‘compar;son of thla re-

-ldtlonshlp with' (VI 2) indicates that the. IBlatlUthlp (III, 102) is aatually :
proporilanal as derlved frum dlffereﬁtlatlon 1n tlme, T : )




Similar‘transfn:maéion‘ofh@VILA}”in accordance with the-relat}onﬁhip (I171.202).
gives: ‘ o

sy = Ag + .524 yy - ,191 W 52 - . (vi.6)

The ralatlonshlps (VI 5) and (VI 6) remove much of the daubts about the -
questlmn whether real per Daplta WEdlth exerts a negative 1nfluenca on real per-
sonal per caplta ‘saving. in Gieace,'although 1t is dlfchult to be revealed di~
rtectly from the avallable data(g} Puttlng now Ay = = "ﬁ“ from {I1I.100) and
7w1th the estlmate of B ~-.867 frDm Bquailoﬂ (l} of table V, 4 e, we find from
(VI.5) a value of” k & ,97* Thls means, in accordanCe W1th (III 98), that Greek
savers have plans to acqulre on average wealth uf ‘real value almost as much as
the consumptlon expenditure per annumy. In accnrdance with the dlscusslon ins apm
{pcndlx II1I, by thls way we can get an Eatlmate of the consumptlnn«wealth rBLatlnn—
Shlp 1n case the sum- of the estlmates of the parameters of income and lagged con~
‘sumption is less than unit. The so derived estimate of k is somewhat comparable
wiyh»ﬁhe‘bo;raspoﬁdingadirect'eétimétés obtainsd by the.rESults of testing in the |
United Kingdom during the period 1950-1960 (i85) and in the’Unitéd States during
the period 19297196D,éxclﬁding }942“1945 (;70)(i0); The 90581b111ty of higher
value of k in Gresce than in tHélufK.'aﬁd ip"thg-U.S;A may be 1nterprated in
that Grecks plﬁh oﬁ‘avgiage_to échmuiape»hijher amount of waalth in relation to
their consumption per anhum CDmpéxea with British and AmeriCané}‘in view of thes
dbsarved‘exffemeiy low level of cﬁnsumer durables per capita in Greece (see table

1v.3,4),

Applylng now the fommula (III 107) to the results of the relaﬁlonshlp
(VI, 3) we get '

Irt-

St - 3,82 2y (VI.7)
Vi Vi

“

It means that the propbitjon of income saved in the long~run in Greece cmrresﬁnnds

to about 3.5 tlmes the rate of growth of” thb raeal’ persnnal dlspnsable incame par

capita, Thls propcrtlnnallty factmr in.Greece is lower than the corresponding

(11)

estimates in the Unlted»States,and Canada , though still high to imply a * ‘

(9) chthakker H.S. and, Taylor L.D, (1966) have obtained very similar results in the
testing with annual data in the U,S+A, and Canada, See especially equations (37) ;
and (41), pp.1BS, 187, T .

(lD)Theqa sstimates -derive from Ball R.J, and Draka P.S, (1964}, table 14 p,76, The -

— i e

" definition of consumption there includes expendlturP ‘onFEgnsumer durables, like

here saving is taken to exclude consumer durable outlays (narrow definition of .
adVlng) g :

(ll)See Houthakker and’ Tavlmr, op. CLt
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sav;ng-;ncmme ratio of abmut 14 per cent for an average rate of growth of real
pexr caplta income of 4 per gent peET annum, The corraapondlng estimate based on
the aasumptlon of steady exponential grawth in per capita income (I1I,110) of

4 ﬁer‘cent gives a saving»income ratio of 10,9 per cent,

) SJmllaI appllcatlon of the relatlonshlp (I11,107) to the results of
(vi, 6), whlch is based on the: Bstwmaias derlved from the T.P.L, S. method, gives:
5t = 2,76 v . S (V1,8)
Yt, Yt . : o »

>

This-ipplies a4savingmincoma‘ratiu’af 11 per <ent to correspond tpaa rate of
groQtH of real pex cépita~in¢ome of 4 per cent per annum, while application of
(171,110} to the same rate of inéqme grmwthigets a proportibh of inhcome saved of

9.1 per cent,

Using further a rate of»érowth of per capita iScame«uf 9.3 per cent which
was found(lz) to be necaauary for Greece to fulf11l the gap with ELE,C. by 1984 -
ia é. tha year in whtch Gresce is gnlng to become a Full member of E.E.C, - it
obhaana a ratio of parsunal sav1ng over personal disposable income of 25; 6 per cent
and 17.1 par, cant by application mf +he farmulas (117.107). and {111,110} respectlm
vely« These numbers correspond to 20.7 pex cent and 13,9 per cent of G.N,P. res-
pectively provided that the rafio;pf'tha personal'dispnsabla ingome to G.N,P, is
going to remain stable (1960_1968' 81 per cant) ‘The so found ratios of personal
saving “to G, N P. are equ1va?entLu 72 pex 'cent and 49 per cent raspectlvely of the
average requirements of domestlc sav1ng diuring the period 1968w198a (28,75 per
cent of G,N,P. )(13)° It is recalled that the average ratio of personal saving.
to gross domestic sawving was during the period 1961-1968 abaut 60 per cent, which
is higher than :&; 49 per cent estiméféd on the condition of a cons%gnt exponential
rate 5? growth of income. This implies'that,Ain so far as the adopted assumptions
h&ld true, theiachievémégt of the target of filling the gap of the per capita in-
come of Greece with‘E.E.C. By fhe time aflfull association bf Greesce with the Com- -
munity, will deﬁenﬁlﬁpnn whether sectors Dthgr'than the‘parsonal one increase their
_$hare.fofthe g£05$ domestic saving by 11 ber cent, i,a,«so'that to offset the fall
in the share of the personal saving: from 60 pér“cent to 49 ber cent, It means that
if fare:gn saving contlnues flnanc1hg mbout 10 per cent of the gross domestic in-

vestmint expenditure durlng the pLTlDd 1968 1984(14), the reallzatlon*gf the above

(12) See footnote 4 section I.1.

" (13) These requzremﬁnts are. taken here-as the averagu of the ratios Uf gross domestic
saving to GNP of 26 per’cent and 31.5 per cent,which were derived on’the assumption
about a ualue of I.C.D.R, between 3. and 3,5.

(14) It is recalled that the contribution of foreign saving, as’ daflnad by the national
accounts, was an average of l3 per Cant durlng the. peramd 1957-1968 see table
IV 1. l, column ), C . .
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target presupposes an increase in the ratio of corporate.and government saving
from 40 per cent of the gross domestic saving in the period 1960-1968 to 51

per cent(ls), v

The corresponding éstimates from the use of the variables in aggregate

rather than per capita terms are:

o2

5 Y .5 R = ,973
(B)e = 584 Alg)y + 770 (5, D.W,= 2,00~ (VI.9)
(5.9) (11,2) CF. - 89.6

From this relationship we obtain Ay = .760, Ay = =,311 and - %;_% 2.44, The
product of the latter ratioc with the rate of growth of adgzega%e‘income of 9.8
per cent during the period 1968-1984 equals to 23,9 per cent, which gives the
saving-income ratio on the assumption of constant linear growth. On the assum-
ptian of a constant exponential growth rate,application of (T11.110) with the
ahove values of“Ai and Aé and with g=;098 we get a corresponding saving-income
ratic of 18,2 per cent, The latter has to be compared with the 17.1 per cent

found on the assumption of a rate of growth of real per capita disposable income

of 9.3 per cemt during the period 1968-1984 on the basis of tha equation (VI,4).

The estinstes . of the regression coefficients of the income change
and of the lagged saving are = significant in both (VI.2) and (VI,Q)»equations,
Compariscn, on the other hand, of these two relationships in.terms of goodness
of fit is carried‘mut by their translation .into the same dependent variable,
The standard error nf estimate of the»relatinnship (VI.2) is 275 drs and the
corresponding one of the relationship (VI.9) is 1,695 mill#nn drs, Th& initial
standard deviations of the real per capita saving and of the real sggregate -
saving is 682 drs and 6,080 million drs respectively, Dividing now the‘éténdard
erroxr of the estimate of the real aggregate persoﬁél saving (1,695 million drs)
by the average population in,thé pgriod 1849-1968 (é,lQU,DUU) we get éBT drs.
This per capita standard Brrof of estimate of saving derived from the relation~
ship (VI.9) is lower than the cnrresponaing standard error of estimate of per

capita saving obtained directly from the relationship (VI.2).

Despite the lower standard error of the estimate derived from the re-

létianship (VI.9) than the corresponding one given by the relationship (VI.2),

(15) It is inferred that the volume of saving may become an importsnt constraint
' to the target of filling the gap of the per capita income of Greece with
the average one of the E,E,C, countries within the period 1968-1984,

<u/u‘
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the forecast:ng performance of the latter relationship is somewhat better than
that of the former relahlonshlp. Thus, as it is shown in table VI,1,2, the fore-
casted value for the year 1969 from the relationship (VI.2) is 93 per cent of
the actual va;ue of the same year, while the corresponding numbexr frqm the
relationship (VI.9) is 89 par cent., Théil’s coefficient obtained froﬁ‘the re-~
lationship (VI,2) is .04 which is aléo lower than the correqﬁdﬁding one (.06)
derived from the relatbnship (VI.9), The fact that the value of the Theil's U is
lower with the relatlcnshlp (vr, 2) than 005 and that the point estlmate of the
forecast has- 7 per cent erxror fram the actual per capita saving of the year 1969,
gives a comparative advantage to this relationship againsf (VI,Q) in terms of

~forecasting performance.

Table VI,1.2.

2 e ey 4m £ g vy e 432 A

Forecasted Personal Saving for 1969 with the Estimates of VI,.2 and VI.O '

Dependent . Actual Estimated Relationship (2)z(li Th911‘a u

vameMe W @ () . (4) (s) .
(s/p), (2 26,345 23,532 V.9 .89 .06
(s/np), (B) 2,982 2,759 VI.2 .93 .04

{a) In million drachmas
{b) I; drachmas
Source: Relationships VI.2 and VI.9, National Accounts of Greece 1960~1969,

No 20, Athens 1971, National Statistical Service of Greece.

These comparisons give conflicting indications with regard to the goodness
of fit of the relationghip in aggregate and in per capita terms within and outside
the period of chservation, It does not permit choice of the relationship (VI.9)
which has been obtained with the magnitudes in aggregata reai terms against the
relafionship (VI.2) expressed in real per capita terms, as the life-cycle hypothe-
sis of saving maintains. In view of this ambiguity, we are going to come back on the
prohlem of the judgﬁent ﬁf the merits of this hypothesis in the case éf Greece,
especially in section VII.3. On the other hand, the forecasting performance of
the relationship (VI.2) does not seem to be further improved by the application’
of the T.P.L,5, (VI.4). Thus, the real per capxtgfg%nﬁge year 1969 estimated on
the basis of the relationship (VI.4) is drs 2,643 which represents 88 per cent
of the actual value against a carraspondihg 93 per cent derived from the rela-

tionship (VI.2).

e
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The results of the relationship (V1.2 )do not seem tp be distinctly preferable
to those of the cnrrespohding relationship with current per éapita incame and
lagged per capita consumption expenditure (equation /1/, table V.4.4). Thus, the
regreésion coefficients are significant in both cases, while the t ‘ratio of the
diffaerence of R%ts after transformation to Fisher's zets has been found to be

.64 <i 1,96416), Also comparison of the tables V.4.6 and VI.1.2 presents siﬁilar
difficulty for choice betwesn the relaticnship VI.2 and equation /1/ of table
V.4,4. It is reminded that the former consists of testing of the relationship
{1771.102) whicﬁnhas derived from the relationship (II1.25) after adoption of an
assumption about a proportional relationship between consumers! wsalth and the

last year'!s personal consumpticn expenditure,

v ot e e o e o e

(16} Testing the significance of the difference in goodness of fit between these
two relastionships in terms of coefficient of determination is permitted in
view of the fact that the dependent variable in both of them is the same
(i.e. real per capita personal saving).
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Vi, 2. The Rate of Return on Savings.

The growth of assets of consumers is associated with the variety of functions
they perfbrmvaé maané of transactions and stores of value or othéi sources of utilitya
Incxrease in the prlca level reducaa the store of value function of assets since it
bears capital losses fxrom tha resulting cutting down of the real value of assets in
fixed money valueés. In addition, increases in the price level reduce the real rate
of xaturﬁ of assets defined -asithe mohey yield on aav;ngs deflated by the increase
in the prices, Thus, the cutting down of the rate af increase in the pribe level since
mldaflftlas in Graece would increase ceterla paxlbua the real rate of return on sa=-
vings and s0 would have seme’ positive influence on the reallzed 1ncraase ‘in the saving-
income ratio, Leaving aside the reservations about the importance af the rate of re-
turn on tﬁe flow of saving on ‘theoretical grounds(l7), the testing of this kind of

relationship is prohibited by lack of sufficient data, as it has beén noticed already.

With. the aQailab]e déia we can make some use. hére the rate of interest on sa-
vings deposits WLth commercial banks. So, it is observad that the fall of the rate
aof growth of leCES durlng the- perlad 1957-1968 was accompanled by a decllna of the
rate of interest on deposit accounts -during thé 1961-1968 period (malumna /1/ and /2/;
table VI,2,1). Tha fall of the- rate of growth of pfica& was relatively high in the pe-
riod 1957-1960 Nlth the result an 1ncrease in the real rate of interest on deposit
accounta to 5,6 per cent per annum (culumn /3/), During the same period-the rate of “in=-
crease in savings depuqlts as a proportion eof: peraunal dlwposabla income. was ‘highexr than
~the corpesponding: one of the proportion of income -saved (columns /4/ and /5/, table VI,2. i}
HQuite the oppqslta-has taken place during sixties, when both the nominal and tthreal
rate.of intefésfioﬁ-depnsit accounts was reduced, This kind of. developments seem to im-
ply_that.'the rafa-éf'interest' hayvse more clpsely associated with the'bémpasition of

saving by-form than with the flawfﬁf saving, asexpected on theoretical grounds‘lg).

ST

(17) See e.g. Harxud R.F. (lSﬁB), ‘Graaf J D, (1950).

'.(lB) This is- due +to the forementioned {section IV,3) massive shift from inventories of
cnmmodztxas and gold sovereigns - to savings dep051ta during that per;ad.

{19) In dacmslons regardlng the comp051t10n of savzng the structure of tha rates of

' return is assnc;ated with the composition of the current flow of saving and of the
total . pnrtfollo of the savers as wealth owners, In fact, the rates of return affect
the compasition of ‘the capital account of individuals through the demand for each.
saving form in comparison with its supply, Our concentration in.this context on the
causation from: the rates of return to the composition of saving, stems on the im-
plicit assymption that these rates are fixed: laxgely by the existing stocks of as=-
sets, This assumptlon is more realistic. for assets which have very high volume of
stock -in comparisan with the flow of demand and supply per annum, which is not the

same between different typss of assets and seems to be less raalmatmc as a rule in
less developed countries.
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Table Vi, 2. 1.
&

Average Annual Changes in Prices and SavingsDeposits Rate

{In percentages)

Ratios to P.D.1.

Price Deponsits Real Rate
/Changes(a; Ratelb) - df Intecest(c) EEEB§§tS(d) Savingte)

o @) e A Y 5)
19491952 +10,5 . 48,0 -2,3 + .l +6.0
1953-1956 +10.2° 47,0 -3,0 . + .2 +7.8
1957-1960 +1.9 +7.7 5.6 43,2 +9,1
1961-1964 +1,5 +4,5 +3.0 +2.8 +11.7
16s-l068 123 80126 BRI
1949-1968 45,3 16,6 1.2 4 2,0 49,6

(a) Average annual chéﬁga of the implicit price index of private domestic
consumption expenditure (1958-100),

(b} Average annual rate of interest on savings deposits with commercial banks.,
100 + column /2/

(c} Derived as 60T e 717 " lﬂqc‘

(d} Average annual changes of savings deposits in drachmas over average per-
sonal disposable income at current prices,

(e) Average ratios of personal-saving over personal disposable income, -
PoDsll, = Personal -Dispesable Income,

50u£65§: National Accounts of Greece 194841965, no, 16, 1960-1968, no, 19,
Bank of Greece,Monthly Statistical Bulletin, May 1959, May 1961,
Decembar 1969, )
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It has to be pointed out once more that the above used deposit accounts rate

may reprasent insufficiently the yields of other saving forms, in view of the
foremsntlnned frictions of the GTFBk capital market (aectlmn IV, 3)( D), In ade
dition, the rate of return of other forms of saving includes capital geins and
losses net of taxation, To allow for this we use here the available estimates

of the average rates of return during the period 19%6-1965 of saving deposits,
bonds, shares, flats of two rooms and gold soversigns, The rate of return is de~
fined more specifically to include capital gains and losses and to allow for tae
xation of a éingle inﬂividual ]) with personal income of drachmas 150 thousand
(£ 2,080), but not for changes in the price 1evel(2) | The so estinated average
rate of return of these five saving forms. during the period 1956-1365 is 10,3 |
per cent, and the corresponding real.xate of return is 7.8 per cent after de-

duction of the average annual rate of increase in the implicit price‘index of

the personal consumption expenditure in the period 1956-1965 (2,4 per cent),

It is now plausible that the average rates of return of these saving
forms (balumn,/Z/ table VI;Q.Z) are not - .cépable to interpret sufficiently their
relative amounts of asccumulation during the period 1956-1965 (column /1/, table
VI.2,2), Thus, the disproportionally high‘investment expenditure in housing is
accompanied hy one of the highest average annual rates of return of alternative
saving forms (11.5 per cent)., At the same time the accumulation of shares is
extremely low, though the rate of return of this saving fomm is very similar to
that of housing {11.6 per cent), The amount of savings deposits is, on the other
hand, disproportionally high compared with the average annual rate of iﬁterest
(6.5 per cent). This kind of disparities-is of course asspciated with the possibility

that the estimates of the rates of return in table VI.2.2 are poorly connected

(20) Given that the rates of;ihtarest on deposits and credit are administratively
fixed in Greece, the term structure of interest rates can hardly be fully interpre
" ted on purely sconomic .grounds,

(21) Namely income tax, given that taxation of property or unearned income in the
foxm of capital gains does not exist in Greece,

(22) Thus the structure of the rates of return for which we are concerned here does
not change if they are divided by the same number of tha change in the price
level during tha parlod 1956-1965,




with the marginal utility of these altarnative4furms_nf saviﬁg, One of the

main reasons is that the yields as fixed in the market do not sufficiently
account for the wvarious differences of the altarnatlve forms of savings in

terms of tdivisibility?!,'marketability!, 'llquldlty ,'transactlun costs 'and 'incon=
viencieﬁﬁza)a -

Tahle VI, 2,2,

Change in Holdings and Rates of Return of Fivé Main Forms of Saving.

(1956-1965)
o Change in Holdings Ayaragé Variation
Forn of Saving Mitlion dzs,(®) & - et Retumle) - of Prices(d]
NESN 2] S
Hdusing 55,875¢P) 69.0 11,5 | .215
Shares | 1,120 1.4 11,6 898
Bonds , 6,530 8.1 8.5(e) , . 165
Savings Deposits .'lﬂ,dal(f} o 22,8 E : 6;5{9) o B
Gold Soveseigna - _-yos9 0 ua 0 o 0 e
Total 80,897 100,0 10,3¢42 -

(a) At 1958 prices,
(h) Net priyahe investment in housing 1956-1965,

{c) AVarége earned yield plus capital gains minus capital losses minus taxation
corresponding to total personal income of drashmas 150 thousand (in percentages).

(d) Standard deviation divided by the mean price of the perlod 1956~1965 (coef-
ficient of varlatlun),

(e) On the- basis of the issue of the Public Power Corporation in 1958 at 8
per cent interest,

(f} With commercial banks and other finanpial institutions,

“{g) Average annual'rata on savings depmsits with Post Offiéeiﬁavings Bank,
{h) Net purchdses by the Bank of Greece during the period 1956-1965,
(i):Average of solumn /3/ welghtad correspandlngly by column /2/,

Saurces. Bank of Greece, The Greek Economy 1965 and 1966, Monthly Statlstlcal
Bulletln, various issues, National Accounts of Greece 1948-1965, no,.l6,
1960-1968, no.19,’ .

(23) For the controversy about the definition of these attributes of assals
see chiefly chks Sir John (1)67}, Ball R.J. {1964),
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A further breakdown of the estimated rates of return in earned yield and
capital gains or 108585 is also relsvant to the composition af saving by form.
It is 80 obsarved that gDJd sQvVEr2igns hava no income yield, so that their rate
of return (=.4 per cent) repraaents in total capltal losses, On the contrary,
savings deposits have only income yield while they bear capital losses from
the increase in.consumsr prices whiﬁh:is not included in 6,5 par cent. Bonds
hear B per cent yield and only .5 per cent capital gains while shares, on the
contréry, have capital géina~mver 8 per cent given that dividents rarely exceed
3 per cent of share capital in Gieece(24), Housing seems to bear ahout the same
pargeﬁtages of rent.and capital gains given that the average annual rate of in-
crease in prices of éxchanged dwelling units during the ﬁeriod 1956~-196h is
about 6 per cent(zs), This size of capital gains in a rapidly accumulated asset,
'like housing, may'suggESt resarvatiﬁns to the view that the Greek savers count
much more on current yield than on capita; gains and lossas.lTherafure the low
rate of accumulation'of shares has not to he attributed to the fact that their

rate of return consists largely of.QBpital;gains,

The possibility-that the Gresk savers do not face quite differently the
current yield and capital gains implies that saving is not purposing 4o add’
to the sources of income and is possibly associated with planning in a long-run

time horizon(?é). Otherwise the rate of accumulation of housing would be smaller

-

(24) The rate of return of the Eraek‘cmrpurate sector after taxes is estimated
in 10.7 per cent (average annual rate of the period 1958=1964), according to
the Federation of Greek Industry. This rate is very close to the forementio-

" ned weighted average of the rates of return on the five savings forms ine

cluded in table VI.1,3. This rate is also close to the corresponding rate
of return of the manufacturing industry in the United Kingdom (9.5 per cent
in the period. 1948-1958) ,in the U,5.A. (9.2 per cent in the period 1949-1958)
: in Canada (9.9 per cent in the period 1948-1957) and much lower than
that in Japan (10,7 per cent in the period 1951-1957). See Houthakker H,S.
(1965), table 2, p. 217. ‘

(2%) Source: National Statistical Service of Greece, Statlstlcal Yearbook of

Public Finance, 1968.

(28) This means that the observed increase in the saving-income ratio is due to
a minor extent to saving "for a raining day" in comparison withother motives
like acquisition of consumer durables,capital consumption at retirement and
bequests.,

é/-v
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than it has actually been, Capital gains may be realized, of course, more
quickly and with relatively low transaction costs with shares but their high
rate of return in comparisoﬁ~with pther saving forms does not seem so altrac-
tive to the Greek savers, One possible éxplanatiaﬁ is the often sharp and

quite irregular shorterun fluctuations of. the prices of shares, 1t has been
estimated that the coefficient of variation of the prices ofzshares du?ing

the period 1956-1965 approaches the unit (column /4/, table VI,2,2) and is

much higher than the cnrréspanding cuafficient‘af ather saving‘fqrms in Greece.
Also housing has much lower variation than shares, though both-have élmnst

the same average annual rgtE"Df return, Other saving forms have comparatively
low variation of prices coupled with relatively me,rétes-of retuiﬁ, Thus, in
so far as the amplitude of the variation of prices is relaﬁed,to~thq subjec-
tively estimated uncertainty by the savers, it is easier to understand the
composition of personal saving by form in Greece as it appears in.tabla Vi.2.2.
It is not overlooked, of.course,~that the involvement of the factor of uncer-
tainty here may raise more questians than give answerS(ZY), It is not however
possible with the available data to go thraugh this kind of questions as refA
gards the composition of the bersnnal portfolio in Greece. It is noticeable .
anyhbw that the composition of the flow of saving seem§<td be compatible with
the structure of the rates of return and the variation in prices, This observa-
tion.is not sufficient to pfpve that the flow of saving and its composition is
consistent Qith the theory of assets choice under conditions af'uncértainty(as),
though it seems to be in favour of the assumption that Greek savers are predomi-
nantly risk-averters. In that case the diversification rule may-apply to the

existing stock of wealth as well as to its increments ﬁhimugh saving.

o -

(27) See e.g. Hicks Sir John (1967), Jobin James {1965).

7771 €0 s e s < e e e

(28) See Sandmo A, (1968), Phelps S.E. (1967), Uzawa H. (1968).

e e o s e e = ory < KD T . o P £ron 477 o 4m e




178

VI, 3, Income Distribution and Saving.,

It is xecalied here that the type of income distribution which iSvastr
relevant tossaving decisions depends on the hypothesis that applies to a speci-
fic place and time. Since the investigation so far has not permitted a complete
choice among altermative hypotﬁeses of saving in Greece, we have to make'use '
of whatever data on income distribution available in thms country. The national
accounts of Greece do not include a sufficient brpadeWn of the functional dis-
tribution of income, Thus, the total ag?icultural dincome is given by one number

(29)

which comprises alsc income from hired-labour in the farm sector . Moreover

the series of income from property and enterprecurship includes altogether pro-

fité, interest paymerits, and rent of the non-farm sector. This deprives us from
the opportunity of investigation of the possible different saving propensity by

source of income,

The foremenfiuned level of aggregation ﬁées not furnish similarly a
clear-cut of the distribution of income by type éf recipient since agricﬁltyral
income is not obtained altogathar'by farmers, while incpome from property and
enterpreneourship is shared between the fcapitalists?! and the ‘'workers! in a
modern state of social, capitaiism. Therefore we are not ﬁermitfed»tm test for
ingtance the assumption of the Cambridge-England school of ECDanlC growth(BD)

that the 1capltallsts‘ have hlgher perEnSLty to save than the wmrkcrsa

" The available data (table VI.3.1) shaw a declining share of farm income
to the total income of’hnuseholdslbafare tax, o?fsetting by an increasing share
of labour incohe,and a fairly stable pbrtiun of income from property and enter—
preneourship during the period 1954-1968 (lines /1/, /2/ and /3/ respectively).
There is nokbreakdown'af the non-farm income for-the years before 1954, so that
Vlabmur income is lumped inte the income from property and enterprensourship in
that period;‘Thé comparison of the movement of shares of the available ﬁypes of
income is useful for our pdrposes ‘since we take into explicit account the ta-

xation and the transfer payments.

T et Ry e e e e e e i R S RS S T e e

(29) Given, however, that the average aize of hald:nga is too small and that tha
land belongs to the farmers! families in Greece after the. last major land
- raform in twenties, hired labour is especially low in this country, See
' Mallndretus V. (1970). ;

(30) See e,g. Pasinetti L. (1961).

-u.-.-.-...,ﬁ-.‘.m.,.m_.-.
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Table VI. 3, 1.

R Iz i et £ S AR A $ D YD P e e Y s kA AT b P

Income of Pérsonal Sector Bafore Income Tax by Séurce*

(Percentage Distxibution)

Difference

1954 1955 1961 1965 1966 1967 1968 1968-1954

o . e ey wew As roon LT Teeey P oy aen g o

1, Farm Income(®) 30,7 30.2 29,1 27,3 26,1 25.2 22,5 8,2
la, of which: Transfers (b) 1,3 2.6 3.0 - 5,1 5.6 - 5.1 5,0 . +3,7
2, Labour Income - 36.2 36f§ ' 31’4 ﬂDag 41,& - 43,4 44,9 48,7
2a. of which: Pensions 2.4 3,1 3,5 4.5 4,8 5,5 5.8 +3.4
2b, Other Trahsfers(C) 2.1 1.6 2,0 1,8 1.5 2.3 2.2 + .1 . i
2c, Wages and Salaries 3.7 31,8 31,9 23,7 34.8 35,6 36.9 +5.2 . ;
3. Income from property .. -
and entarpreneouréhip(d) 33.1 33,3 33,4 32:Z Jz.8 31,4 32.6 = 23
38, REnt Uf' Dwellings 9:!3 934 v 9¢6 804 8.4 815 . 847 - 06
3b, Others 23.8 23.9 25,2 24,3 24,4 22,9 23.9 + .1
Subtotals
o :
2 + 3a 45,5 45,9 47,0 48,4 49,5 51,9 53;6 ' +8,1
la. + 2b 3.4 4.2 5.0 6,9 7.1 T.4 7.2 ¢ +3.8

Total - : 100,00 106,0 100,0 100,0° 100,0 100,0 100,0  100.0 !

t

] N ] o~

* It differs from personal disposable income mainly by direct taxes on incame, which

; t brok d i » . T
(a?t?nggudesnaigo.gggoggrfgggo eéggégnt labour in agriculture,

(b)'Including tcurrent® transfers from abroad plus subsidies from government. =

(c) Including health services, unemployment and social security allowances and -
student and other welfare allowances,

(d) Excluding Depreciation and retained earnings by corporations.

Sources: National Accounts of Greece 1948-1365, No 16, 1960-1968, No 19, account 4
o and tables 3, 9 and 11. ’ ) .
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As it has been ﬁéinted out already, transfer payments to Greek househclds
come in .ig amounts from- abroad, Since‘a>great number of emigrants have farm ori-
gin anﬁ mosf of these transfers ars sent to emigrant families, the tﬂtal:df

.these transfers is lumped here into the farm income (line 1);uThié is a soiirce
of upWard bias-of'the”faré income, which‘ié supposed to be caunﬁerbalanced by
the inclusion of most of the transfers from ﬁhe government to labour-inc&me.

The total of the lattex transfers differs from the net)tiansfers of the Greek
government to thé household sector whith are going to be discussed in the next
section, Ths assumption of the coﬁnterbalance is based on the fact that a part
of the pensions is received by farmers, especially after 1962 when a low pension
to farmers was introduced hy the gavbrnmeﬁf without direct'con{ributinn of them.
In addition, other tramsfers (line Zb).aré in part channelled to the farm sector

in the form of payment by the hudget of salaries of doctors in the villages or

health services to farmers by public hospitals.

A further.breakdown of the income from property and Entérprehamurship is
possible by the income from rent of dwallings. It is obvious that the rent of
dwellings‘(itam Ja) is tha_énlyrsourca of the cbserved fall ﬁf'tha propartiﬁq
of income from property and emﬁa}preneourship¢ﬁo the totdl income of households,
This is attributed in part to some fsll of the rate of return of this kind of
investment éxpenditurs and to a possible underestimation of the imputed rent.

On the other hand, comparison. of the data of income from property and Bﬁi&rpre» i
neourship with the data on tax‘records from the Statisticai Yearbook bf Public
Finance shows a closeness of movement, This may indicate a downward measurement
bias of the income from property and enterpreneourship, ipm so far as tax evasion
(on which we are going to come 5ack~in the next section) ié raelatively high for ;

incomes not recorded at source,

Allowance is now made for the fact that the account of the income distri-
bution comprises data on income before tax. It is observed that thelreVenue out
of direct taxes on personal-income retain a fairly stable proportion of the per-
sonal income before taxes (about 10 per cent in 1968 against 8 per cent in 1954).
To enable therefore a comparison with the resblts of the statistical fagtingkusing
personél disposaﬁie income as an indeﬁendent'variabla,'wa may adopt the assumption

that there is a proportional relationship betwsen income tax and income :before

o
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1‘tax in the case of Grecce(al)

DT, - e YL ; (v1.10)-

where DT%land thcare the direct taxes on personal income and personal income

before tax raspectivély,,
Given now the definition of the personal disposable income:
Yy = Yy - DTy S o (vI.11)

the relatioﬁéhih of per capita barsonal saving and of personal dispossble income

can thé:efcre take the following alternative form:

( + Sl (l«'E’.) (mw) | (;VI.lZ)

NB/t

Thus, the regression coefficient of the real per capita income before taxation

has to be divided by (1-2) to become comparable with the corresponding coefficient
of the real per capita-disposable income of the personal sector under the Greek
xcﬁndiﬁions, However, our purpose is {0 use the income of the household sector bro-
ken down in accordance with the forementioned available data of:the national ac-
counts, Given that a corresponding breaskdown of the income recipients.is not
available, strictly speaking we cannot get series of per capita income of the
farmers, workers and of income from property and enterprenecurship,-Nevertheless
it seems to make no difference if we do-not express the available date on income
distribution in perﬁcapita terms, since}population does‘nof exert significant in-
fluénce on the regressiﬂn coefficient of -income, Testing so the aggregate real
personal saving with real ﬁersonal disposable income and last yearéconsumption

" has given the following results'

: . A2 = ,950
X ( )JE =~ 6,950 + ,185 (P)t Uy DW= 2,26 (VI.13)
: (a 3)  (20.8) F, = 43,2
. : ‘  R2 = 955
(=), ==6, 214 + .321 ( )y ~ »170 (54 +u,  DJM,= 2,03 (VI,14)
+ tel £
i (6 7} (3.4) Phe (2,2) F. =22.7

The regression coefficients of incorie’ and lagged consumption of (VI.13) and

(VI.14) are statistically significant at the-5 per cent level as the corresponding

5 | DT
(31) In so far as DT, is a non-linear funcﬁion of Y, say, (ml)tma +ay (Y‘/NP)t +
o a2 (Yt /NPA?, the relationship (II1,8Y) takes the form (S/NP), = s_+a_s) +
+ 5y {l-aj) (Y‘/NP)t - s1ap (Y'/NP) . Testlng this relatlnnshlp has given

nagative: but 1nslgn1F1cant regression coefficient for the variable (Y'/NP)Zt.
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ones of the equation /1/ of tables-V,. 3'1«ahdlv-4 4 expressé&‘in per capita terms.
Close also are found +he standard errors of estimate of the relatlonshlps VI, 13
and V1,14 divided by populatlon, w1th the corresponding standard errors of Bqua-
tion /l/ of tables-V,3,1 and V.4, 4, respectlvely, In addition, incorporation of
the: tatal papulatlon as an independent varlable in the relwtlcnshlps VI, 13 and
VI.1l4 has;glven insignificant regression coegfficient for populatlmn,‘Cunsequently'
omiésion of the populatibn inhteating with ‘income before téxas does not affect
significantly our results, since the :afe of growth of population is well bélmﬁy
1 per'bent per annum (see more in section.VII,1). Nevertheleéss the breakdown of
the aggregate income of hauseholds-into faom ;nd non=farm income during the pe-
riod 1949-1968 is miéleading, given the expansion of the-immigratinn’(seejséétiom
VII.2}. Thus, the actual per capita farm income -has been gfawihg at faster rate
than the aggregate farm income, in VieQ'of stagration if not abselute reduction
in the farm population in Greece during the period under consideration (table -

VI,3.3).

Testlng now (VI 13) and AVI. 14) Wlth total personal income before taxes

in place of perscnal dlqpoqaole income has obtained the follDW1ng results:

5 Yt i R = ,949 - :
(5)y = ”?722? N (;6§!(P)"C TR : DW= 2,31 (V1,15)
' Fyo = 14,3 o
S Y- 2 , .
(5)y = ~5,042 +.288 (5)y - 177 (3 slp.gtuy R =952 -
. (4.2) (3.1) (2.1) D.W.= 2,13 o (vi.i6)
o F. = 21,6 ‘ '

To compare these results with the corxsspahdiné mnesjcf'equations (V1,13)
and {VI, id) we first divide the regres ssion corfficient of the personal real in~
come hefore bax by (1~e) in . accordance with (VI 12) where we consider the .10
as a reasonable value for the coefficient e, This value dBTlVEE estimates of
the regression coefficient of the income’ variable ,180 from aquatioh.(VI,lS).and?
.320 fox . equétimn (VI.ié),‘which‘are almost identicsal with’tha correspohding

estimates of equations (VI,13) and (VI.14) respactively,

We are now entitled to test saving with farm and non-farm income before
taxes for the period 1949-1968. This testing is carried put in terms of static
and dynamic saving functions, The iattermincgrpurates as beforé lagged consumption

expenditure as an independent variable:
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N : . R2 = 922
(5)y = ~7,185 + ,174 (ij + .136 (mmn) zy D.W,= 2,03 (VI,17)
(4.8) - (2,0) (3.7) * .+ F. =20.4
. - ra R° = 925 B
n(ﬁ)t = =5,391 + 282 («-)t+ 260 (~5~)i-.145 (P),C 1* D.We= 2,07 (VI.la)
(2.4)  (2.1) (2.3) 7 (2.2) F

] - .].3:4

e b ams vt e

where, Ya and Yna are faxm and non~farm income respectively.

With due reservations about pﬁssibla bias of the regression coefficient of
the lagged cdnsumbﬁian expenditure in equation {VI.18), simple transformation of this
as usually into the corresponding consumption&function,gets long-xun estimateé .
of the marginal propensity to save ,160 for the farm income and ,134 for the non-
farm incmmeﬂ In view of the facf that income tax is virtually paid by the non-
farm sector in Greece (section VI.4) and the ratio of taxes on income to non-farm
inceme is 13 per cent, the above estimate of ,134 increases in .154 in accordance
with ?he relationship (VI,12), This estimate of the long~-run marginal propensity
to save frﬁm nonmfarm)%ncama is very close to the above corresponding propensity
from farm income (.160}, Use Ffurther of non~farm income deducad by income tax
besides farm income apd lagged consumption as iﬁdependent variables in testing
with real personal saviﬁg has similarly given close longnrun‘coefficients of farm

and non=Tarm income.-

Further transformation of the regression coefficients of the relationship
{VI.18) into beta coefficients shows the beta coefficient of non~farm income to
excesd slightly the corresponding one of the farm income (column /5/, table VI,3.2).
This means that an increase in non-farm income by ane standard deviation is fole
lowed by SOmewhat'larger increase in saving(measured in standard deviation units)
than the correspondiﬁg effect of increase of one standard deviation of farm income.,
This comparison is, however, i% part misleading'as being attributed to the in-
fluence of the relatively high rate of growth of aggregate non-farm income on
the standard deviation of this kind of income, though the cyclical variation of
_ farm income exceeds thét of non-farm income, It may be expected that the divergence
between the rates of growth of per capita farm and non-farm income is lower than
the corresponding divergence between the aggregate rates of income growth in a
developing country like Greece because of urbanization (section VII,2). This may
reduce the'gap-between the standard deviations of farm and non-farm income, and

the disproportional effect on the beta coefficient of non~farm income, Therefore,

if testing were possible to be made in per capita terms the relative order of the

o
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beta coefficients might be not quite different from the-corresponding order of

the regression coefficients of total farm and non-farm income.

e i e 2 e A s v o i e W

! Table VI,3.2.

Measures of Net Relation of 5av1ng Wlﬁh Variables of Equatlon VI.l8.

5 i I8 TS i TP 18 S 7 £ )£ T 4 S AR e S R i Y i 1 Y 0 T Y £ P A £ 53,060 T A9 i 0 o e s s e

Independent - Regressibn EEEEE&éEEEDmESEffiiifﬂﬁfw ‘Sﬁandard Beta

Variable Cmefficients(a) 51mple(b) ParLlal( ) Deviations d) Loefficien
(1 B O N © E N ) ()

Farm Income 282 927 LA17 24,800 1,150

Non-farm Income ,260 7 ,951 . L5662 - 29,017 1,240

Last Year's f . ‘

Conaumption ~i145 .942 .590 . 27,713 ~.580

(a) Slgn:flcent at the 5 per cent level.

(b) The correlaticn coefficients of farm and’ﬁonmfarm income and of each of them
with lagged censumption expenditure are .922,°.923, and ,990, respectively.

(c) Significant at the § per cent lavel,

"{d) The standard deviation of the real persenal sabihg during the period 1945-1968
‘ is drs 6,080, The coefficients of variation of personal saving, farm income
and non~farm income are .64, ,91 and .42 respectively,

We have to turn now our attention toward searching for an interpretation
of the comparable marginal propensity to save from farm income with the corres-
ponding one from non-farm income in Greece, It is first observed that the per
capita farm income at the census years 1951 -and 1961 is about the half the per
capita non-farm income in the same years (table'VI,3,3)‘ The close marginal pro-
pensity to save out of so different levels of per capita income can be taken as
consistent with the linearity of the estlmatad previously saving-=income rela-

tlonshlp in aggregates,

Looking now at the rates of growth of farm and non<farm income in Greece(az)
reassures the relatively low rate of growth of farm income Qcalumn /9/, table

VI.3.3). It is further however ohserved that Tarm populdflnn 15 virtually stagnant

e oyt e e

(32) Empirical researchers in advanced countries have furnishad a number of alter-
native interpretations to the possibility of high saving- rates of farmers.
See e.g., Duesenberry J.(1949), Friedman M,(1957), Klein t.R,(1960), Tobin J.

3 sy ke £y v e e e 229 S s7in T ey 7 e £ Y T D T e W e ) v e iy ot e 210 o g s ey ot .

(1951), Friend I. and Schor S, (1959), Kemiya R, (1966).
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between the. census years 1951 and 1961 (:qlumhs’/af énd /4/1.‘As a result of this

the rate of growth of per capita farm inc&me'batween these years is almost identical
with the rate of growth of. per capita non-farm income at ' - 11 per .cent {(column

/10/). The close rate of grthh of per capita farm and non-farm income remaves the pos-
sible first impreésion given from table VI,3.1 that the observed fall in the share of
farm income may be one of the main factors of:the increase in the savingnincome’ratio

in Greece,

Tabla VI1.3,3.
)

s orw o a2 e 4 o s i e

Total Income Populafjon Per Capita Income  Growth Rites

7 s e s 1w om0 iy e 5N D o cves v 9 s et oam wa vree L e o ans AT nn e e e e

(in million‘dfs) (1n thousand) In drachmas Country#0 1951-1961(%)

1951 1961 . 1951 1961 1951 1961 1951 1961 Total Per Cap]
W)@ @) @ e ) (e ) (o)
Farm Sectoxr(b) 11,138 31,303 3,623 3,674 3,074 8,520 65 67 10.8  11.1

Non-Farm Sector(c) 24,833 76,106 4,023 4,724 6,172 16,110 131 126 11,9 11,0

D vy P e o3

Country Total 35,971 107,400 7,646 8,398 4,70582,790(d) 00 100 11,6(d) 11.06]

(a) Income is taken at current prlcas. The implicit prLCL index of the personal
consumption expend1tuxa in 1961 was 169 (1951=100).

{b) Including current transfers from abroad,
(c) Including transfers from the government to households.
(d) Country averages.

Sources: National Accoqntévof Graeﬁe, No 16, No 19, Statistical Yearbook of
" Greece 1968,

The high rate of growth of per capita farm income seems to cest doubts
about whether the cyclical variahility of farm income in Greece is one of the most
impo&tant factors of the size.ofifepropensity to save. Thus, the cyclical component
of the time series of‘farm‘in:mme has. been likely raducad in'the last two decades
aftexr extension in the use of faftilizefs, machinery and land improvement., Govern-
'ment imtervention in the form. of protmction of'pricas and incomes of farmers in

the post-war perlad have exerted & Further negatlve influence on thF cyclxcal V=S

riation of farmers? dlspasable 1ncome in this country. Emigrant remlttances may

. ' ;
ef o .
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also perform in part a siﬁilar function, namely support of the family income
especially in bad years. This kind of factors seem to affect negatively saving
of the farmers for preuautimnéry purposes (reserve balances), in comparisan with
the pre-war period. S5till there may be of caurseza positive -influence on the
marginal propensity.to save of {he farmers because of a lower ratio of the va-
riance of permanent 'to total income than the corresponding ratie of nan-farm
income, provided that the propertion of permanent income consumed is the same
for farmers and for urban residents (see»equation I11.115). A similar positive
influence on farmers'sav;ng may be sssociated with environmental factors of the
Greek farmers (small villageS'and.small size of holdiags as seen in some detail

in the next chapter).

In addition, there seem to be a series of other factors favouring the
saving of the Grezk férmgrs, Thus, they may have had particularly low assets-
income ratio, in view of low or no saving in the prawar pericd, This is parti-
cularly imporfant in the case ﬁf *liquid assets' of those farmers who turned for
first time into the market which resulted in indrease in the degree of monetization
of the Greek sconomy, as we have seen already in section IV,3. This incresse has
actuaily taken serious dimensions especially after the huge expsnsion in the pro-
duction of wheat following the pric; suppart policy applied since the second
world-war, The production of wheat for sale has been also induced by the taxation
system (section VI,d???mpliadEthe intfoductiqn of fhe farmers into the trade
which,per se created the need for transaction balances (apart from change in the

form of farmers'! savings. for other purposes),

Instifutional factmg are alsp seemingly favouring the farm saving in
Greece. Thus, the Post Office Saving Bank System has been extended in the posgt
war period to the smallest village and agﬁbmeration, This reduces inconvenience
and hesides, the P,UGS;B. offers a slightly higher rate of interest compared with
the corresponding one paid hy the commercial banks. The latter have also founded
at an increasing rate branch offices in small provincial towns (branch banking
system) to face the cbmpetitian{iﬁ attraéting the swmall savers,-The value system
and the plans for children education seem also favouring the saving of the Greek

farmers (chapter VII}.

o
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. We come now back to the forementioned poéaibility that the marginal pro-
pensity to sé@e does not rise with the level of income in Greece. This has been
also assuséd-?rdm"the satisfactory fit of a linear form of consumption~income
relationship to the budget survey. data (see section V.4). Nngwide divergence of
the mafginal saving’ratio,by<size.nf ipcome results inéén increase in the ine-
quality of the income distribution by size through time (see. section II1.1), Use
of da%a from tax records of the years 1937 énd 1967 shows that the coefficient
of inequality is higher in the latter (,423) than in the fprmer fiscal year
(.415). However, in spite of tﬁis slight increase in the inequality of the in-
come distribution between 1957 and 1967, the coefficient of inequality in Greece
is still beldw the estimated one for certain advanced countries like West Germany
(.45), Netherlands (.45) and Denmark (. 44) and higher than the corresponding one
in the United Klngdnm ( 41) and Sweden (. 38)(33) SJmllarly, the first three
quartiles had in 1967 in Greece about 37 per cent of ‘the total lncoma, compared
with a CDIIBSpDndlng 36 per cent in the United Kingdom, 34 per cent in the United
States, 2B per‘cent in Indla, 30 per cent in Ceylon and 24 per cent in the Puerto

Rica,

These comparisons permit us to say. that even after the observed increase .
in the degree of ineqdélity of the income diéfribution in Greece, this country
is still nearer to the advanced:fﬁan to the iass developed countries in this
respect. Doubts may fufthai arise cn.whether the ‘cbhserved increase in the ine-
quality of the incoma»distributian in Greece is totally true, These doubts are
based on'the fact that in 1962 and 1967.there-wera increases in the minimum
Bxemptimn"allowances which reduce the number of the low income receivers with
obllgatlan of subm1551on of tax recmrd Slmzlar regservations have also been al-
ready raised by Komiye (1966) for the Un:ted States and advanced countries of
West Europe, whera a tendency toward more equal income distribution in the post-
war period haq nat been followed by a falllng trand in th91r sav:ng ratios. In
the case of Greece a consldexahle 1ncreasa in the sav1ng«1ncome ratio has not
been followad by parallel increase in the inequality of the income distribution
by size. This providés some indications that in Greece the ‘rich"eithar have
relatively low marginal propensity to save or allocate their saving into wealth

outlets with. relatively low rate of return, Under such conditions the incame

Y19 e w2 TP A S5 20 ot S Y S S wn

{33) Sea United Nations (1961)
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CHART VL3, |
LORENZ CURVES OF PRE-TAX INCOME DISTRIBUTION
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from property of the 'rich! does not rise fast to increase their share to the

total.

In so far as tﬁe trich! belong to the business enmmunity,'itiis quite
difficult t05$uppos;»that there is a low rate of return of their WBalth due to
limited Rnﬁwledga of the 1nvestment Dpportunltles, in fact quite the opposite
is usually maintained, Therefore,.we have to-cons ider as more raasunabla that,.
they put voluntarily a part of théir wealth into forms Wthh get ralatzvely 10w
markat return, A numbar of costly luxury consumer . durables falls. in thls cates.
gory and some- of them,.llke‘palntlngs and antiques, may realize capltal qalﬂs
not counted as incomany the national accounts statistics. The possxblllty of
this kind of allocation of the wealth of the rich is further suppbrted by the
flndlng that, in contrast ta the relatlonbhlp (VI,17), the. IBgrESSan of the raPl
non=farm income over rceal parsonal,saylng broadly dgflned‘( 349+ UAT) is higher
than the cmrrespondind:dha of the farm income (.301 2 * .155). On the'ather hand,
the -indicated in the sactlnn V .4 ceomparatively low variance of the tran51+0ry
component of the total 1ncnme does not seem to anccurage »the pros puct of a parti~
cularly hlgh marginal propensmty to éava of “income frnm rent and profits. In ad-
dition, the 1mparfactlons of the Greek ;apltal market¢ as ouﬁlluad in sgctinn t
1V.3 and in appendix IV, establish the‘assertion that the scarcity of liquidmtype
capital especially of workers! families andzéf non-farm salfmempioyad‘families;
compared with;theebigh rate of grawth of the Greek eamnomy, have induced higher

desired levels of ligquid-type saving ratiocs of these two giﬁups(34),

The avai?abi information favours the view that the ‘1lch' have not in
Greeca a partlcularly highe: marglnal propan51ty to save with sav1ng ordinarily
defJnLd We face therefors some inconvenience to accept ﬁhat the other major tyﬁe
of non=Ffaxrm lncnma,)namely the income of the workers, has a relatlvaly low marglnﬁl
propenaity to save. Lack of sufficient breakdown af the .income fiom prnparty and

enLarpranemuzshap by the Greek national accuunts adds dlfflcultlas to the attamp+s

arn erv ey s e e ey s s e s

(34} As far as the workers are concerned, it has to be noiticed hexe that statistical
testing of the relationships (I11.7) and (I1I11.8) for the period 1954-1968 for
which sufficient breakdown of data is available has given statistically in-
significant regression coefficient, This result ig inconclusive regarding the

magnitude of the marginal propensity.to save. of the workers, Additional testing

of the relatlonshlps (I11.5) has not 1mprovad the results in terms mf signi-
ficance of the regrL551un coefficients.
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of exact measuréﬁsnt of the marginal propensitiss to séve of the workers and

of the businessmén 1n urban Greece, The available informaticn casts only re-
sexrvations . to the view that this country offers another example of a consi-
derably lo@ marginal propensity to save of the workers, A particular source of
reservations derives from the seemingly rapid theﬁsién of the bonus payments
to thejGreek employees during the last two decades, These payments include a
half monthly wage payment for holidays and a bonus granted by the issue of the
annual balaﬁca sheet, The latier bonus, which is granted voluntarily hy the em-
ployer and involves a comparatively high transitory element, exceeds usually
the wage of a month. The increase in emigration (section VII.2) and the gradual
raduction of tax evasion (section VI,4) seem to act as favourable factors .of fur-

ther extension of these bonus payments in seventies.

It has further to be noticed thaf the contribution of farm income to
the increase in the aggregate real personal saving between the ysars 1949-1950
and 1967~1968 (drachmas 17,286 ﬁillion at 1958 prices) is about one~third. This
finding is based on a point estimate of ,282 for the marginal propsnsity to save
from farm income (VI,17) and the increase in the farm income and in real personal
saving batween 1949 and 1968 (drachmas 215400 million and 16,546 million respec~
tively). Estimation of the contribution of the workers in active life and in
retirement and of the receivers of rents and profits separately to the total in-
cregase in saving is not masy with the available data, Only certain sssertions
can be made in so far as the marginal prdpensity to save of the workers is com-
parable with the ones of those who live primarily on income from property and en-
terpreneourship. In that case, given the increase in the share of the’ income from
labour during the peried under consideration, it is inferred that the contribution
of the 'workers' to ithe increase in saving ordinarily defined in Greece may be
higher than the corresponding one of the 'capitalists'. Thus, it is reminded that the
share of only wages and salaries, namely_wiﬁhmuf.transfer payments and pensions,
exceeds the corresponding share of the income from property and enterprensourship,
including rent and interest which is received in part by the workers (lines 2c¢ and

3,table VI, 3,1),
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VI. 4. Taxation and Personal Saving

o wex e

The so far indicated negative effect of taxation on personal saving is
not sufficient to show the total influence of taxation on the growth of saving
in Greece!35), Thus, the tax butden - defined to comprise direct and indirect
taxes -and to exclude contributions to social security - as-a ratio of the net
national product at market prices has besn increased from 9.1 per cent in 1550
to 1T.6 per cent'in 1968 (lins 4, table VI.4,1). This increase is not so much im-
pressive as it seems to be, if one counts foxr the high rate of growth of income
in Greece and for the internstional experience which shows that this ratio is

usually higher than 20 per cént,

Besides the not extremely heavy overall tax burden in breece it is ob-
served a low proportion of direct taxes, namely less than one-~fifth of the total
(line 6, table VI.4.l1). In this respect particularly Greece is much similar to

(36), A further particular characteristic of this country

less developed countries
is the tendency of the proportion'of direct taxes to the total to fall despite
the forementioned high rate of growth of the per capita income. This composition
of taxation may have been a positive factor to the observed increase in the ratio
of personal saving over personal disposable income, However, it does not lead
directly to the conclusion that the very high income groups have the lion share
in.the increase of this ratio in view of a not particularly high progressiveness
of the income tax scale on one hand and indications of incréasing tax evasion
with %ha level of income on the. other, Thus, the marginal tax rate varies to-

day (P.L. .239/1967) from 2 per cent to 49 per cent above reported income of one
million drachmas (£ 13,890). V

ot o it dd b b 53 i

and Turvey R. (1964).
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(36) See Prest A.R. (1962), pp. 27~?8.
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Table VI, 4, 1,

Transfer PaymentSEand Net Tax Barden in Greece,

320 20 w0 0 e arp oy en

(As percentages of N.N,P,)

1950 X955 1960 1965 1966 1967 1968

e e vy e o wnmeen ot s et -y o ey o v s v vy e e e

-

Total Transfers-to Households 5,2 4.5 5.2 6.8 7.0 B,4 8.6

1

2. Social Security Contributiona(a) 4,2 3.8 4,6 6.4 6.9 7.2 T.5
3. Net Transfers (1}-(2) 0.9 0,8 0.4 0.4 0,3 1,2 1.1
4. Tax. Revenue (a) | 9.1 12.7 131 14:2 15.4 16.2 17.6
5, Net Tax Burden (4)-(3) 8.2 11,9 12.7 13.8 15.3 15.0 16,5
6., Direct Taxes (b) . 23,1 26,8 - 19,1 14.1 15.6 16,0 16.6

et o o - st s v o~
-

(a) Excluding social insurance contributions.
(b} As @& percéntage of total tax revenue,

Sources: National Accounts of Greece 1948-1965 No 16, 1960-1968, No 19,
tables 1, 3, 4 and 11.

It is noticeable that tax evasion has a negative influence on government
gsaving which is only in. part offset by private saving. Thus, the invested income
from business needs not to avadé tax since it is largely e€xsmpted from tax
duty(SY), On the other hand;no strict economic criteria apply to the alloca~
tinﬁ of the part of incama' which evades tax, More specifically according to
some estimates the tax evasion is twice the income tax revanue(aa), Thersfore
the laakage of revenue corresponds to about liﬁ%illion drachmas given that the .
direct tax‘on income is 5,5 thousand million drs. {1968), This lost revenue of
11 thousand million drachmas deduced from personal disposable income would reduce
it ta 170 thousand million dfs and represent 6.lpercentdfit, With a marginal
propensity to save about .2, if the svaded income were recorded, parsonal saving
would be less by 2,2 thousand million drs to 23.3 thousand million in 1968.

As a result the ratio of personal saving over perscnal disposable income would
fall from . l4.1l per-cent: to 13.7 per cent (196B),Therefore we cannot

attribute the observed rise in this ratio mainly to tax svasion.

~o .

(37) Despite a variety of incentives for investment in manufacturing industry in
Greece it was not achieved to be lifted up fastly in the period under review,
See C.E,P.E. (1966). = '

- axs .

(38) See Karagiorgas D, (1964).
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We have identifie@ so far fﬁree characteristics of the Greek taxation
which may be relevant to the obsexrved rise in the proportiﬁn of personal in-
come saved,namely low ‘tax burdan,relétively low share of taxation on personal
incohé and likely spread tax evésion particularly of income net captured at
source, Tha'kind_and the magnitude of the influence of each‘éf these characte-
rists on saving depends on a number of factors which determine the incidence
~ - of taxatinn“and the marginal propensities to save of various income and social
classes, What we can do here is to try to show how these characteristics of
the Greek taxation are consistent with other sections of this study and to

give.some further details of the Greek taxation which are mastly associated

with saving decisions and the distribution of saving by form.

The possibly high tax evasion and {he low share of direct taxation do not
seem te affect primarily the observed increase ip the proporticn of the personal
imcome saved iﬁ ﬁreeoe as it might be thought. The pmssibility that the income

_which evades tax has not high marginal propensity to save is consistent with

the indicafions in the last section abdut a seemingly lbw.ragrassion coefficient
of income from property and entarpreneuuréhip. It is so often maintained that

tax evasion in Greece comes mostly out of this kind of income, To the extent that
the income which.evades tax obligation is directed to luxury cansumptignfgé not
included iﬁ the ordinary definition of personal saving, Thus,although in quanti—
tative sense Greece is far behind pther European cmuntries'in terms of per capita-
stock of main consumer durables (table IV.3.4), a visitor of Greek airports and
beéchas can face the view of quite a number of private plains, yachts and luxury

cottages.

The accumulation of luxury durables is gettirg easier by the tax evasion.
and is rgalized despite the heavy taxation of thése commadities most of whicH
are imported in Greece. The taxation of imported commodities is shown by the
simple fact that the pavenua'frﬁm ;mpori duties exceeds the total of other in-
direct taxes altogether, Under these conditions the taxation. on expenditure
seems to discriminate in part againstlpreseﬁt and future consumption and in
favour éf saving for accumulationts sake, as it is usually maintained by theo-

rists(ag)n This kind of discrimination seems to appiy moxre to low than to high
[a) ' . . : - .

(39) See e.g.'MUsgrave R.A, {1959},
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income classes which can afford to pay. The restoration of relative price sta-
bility since mid=-fifties and the abolition of the quantitative restrictions on
imports dc  not favour the debt ingurrement at high cost for buying durables
at present rather than iﬁ the future. It happens, however, particularly in the
case of housing and land, the priges of which are steadily increasing and involve
capitai gains to the owner, This is relatéd with the fact that almost half of

the private fixed investment expendituramis directed regularly to housing cone-

struction in Greece.

The forementioned allocation of sévihg by form is favoured-by the defi-
nition of taxable income to exéluda.capifal éains and imsses in the case of
Graece(4n)8 The absence of wealth or capital gains taxation may be interpreted
és a positive factor of the net rate of return on savings, This coupled with‘

the not particularly high progressiveness of the income tax scale seems to imply

that income tax does not act in Greece as an important disincentive to save
by the !'rich! in comparison with the,poésihle alternative of an expenditure

tax of equal revenua(Al).

Personal property and land are virtually texed in Greece only in the
cases of inheritance and of gifts and dowries., All these three property +tran-
sfers fall under a common tax scale (after deduction of the donox's debt), which
is the steeper the more remote is the family relationship(az)‘ Dowries in par—
ticular are exempted from half of the tax duty and in total for a value up to
30 thousand drachmas. Gifts of the past three years are added in the definition
of the tax duty; which makes somewhat difficult the sscape from the progressive
tax scale by a series of small transfers at short time, Windfalls are taxed in .

Greece by a flat rate of 22 per cent in excess of 2 thousand drachmas.

As a partial substitute of the absence of property tax in Greece thers
is a transaction tax of 11 per cent of the value of the exchanged real estate

defined to include land,buildings, ships and l:n.eisses('{la)“P The responsibility

e e s ey ares o

(40} The absence of capital gains tax alongwith the light burden of direct taxes
are considered as important factors of the realized increase in private sa-
ving in less developed countries in the post-war period., See Maddison A,
(1970}, p.69, . T

(42) This tax scale is not however associated to the prior property of the donee.
For the relevant proposal see Kaldor N, (1955). )

(43) Exemptions of this tax refer to special uses (such as indistrial estate) and
to the source of finance (foreign exchange partially exemptad).

o/
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of payment of this transaction tax, which resembles Stamp Duties elsewhere, falls
by law to the seller, though in practice it has been transferred on the shoul-
ders of the buyer, given the sellers market in this field in recent years in

Graace(AA),

The income tax law offers also encouragement to small savers, especially
to the farmers who are exempted from tax duty for income up to 140 thousand
drachmas, compared with a per capita income of 21.6 thousand drachmas in
1968(45). Furthermore there is a minimum of subsistence allowance of drachmas
15 thousand and a further 30 per cent allowance for income from dependent
labour without limit and allowances of drs 9 thousand for the housewife and
of drs 7-10 thousand for each child depending on their number, There is also
separate taxation of the wife's income (except for its part which comes out of
business partnership with the husband), and lumping of the unearned income of

the children with parents' income,

In addition, there ars a few tax exempiions of the income channelled to
particular purposes, such as compulsory contributions to social security, and pre-
miums of life and accidents insurance of the taxpayer, his wife and children up
to 18 years af age. Financial institutions are not allowed to reveal their de-
positors to the revenue office, while income from savings deposits and go~
vernment bnndslare exempted from tax duty, The same can also apply to bonds
of business corperations for new loans after government approval. This kind of
exemptions seem to favour particularly the over the middle wage earners wha
do not easily evade tax, and secondarily farmers and urban small savers who

(a6),

are under the family allowances

o -

(44) It is reminded that transaction costs increase the durability of the
asset portfolio, See Hicks Sir John (1967).

(45} The exemption of the farmers from tax obligation was based on collection
costs considerations and seems to have contributed to increase in the
degree of ‘monetization of the Greek economy and the spread of the habit
of saving among the farmexrs in that country.

146) For relative neglect of small savers as a rule in less developed countries,
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Distributed income from profits and dividents falls into the individual's
total taxable income while retained profits are subject to a flat rate of 35
per cent which is lower than the‘correaponding one in other countries, no-
tably in the United Kingdom (where it was until recently 42,5 per cent)(47).
The afféctive rate is of course much lower than 33 per cent in view of the foremen-
tioned exemption of invested profits and the recognition of relatively high
depreciation rates, varying by type, age of equipment and region of the country.
In addition there is a two-year carry forward loss offset applying to all
business, so that taxation seems to affect both the rate of 'return! and the

uncertainty attached to incoms from business(da).

(47) An additional 15 per cent of the tax duty of corporations in Greece
exists in favour of 0,G.A. (Urganization of Farmers' Insurance) which
can however be treated as deducible expenditure.

(48) See for the relevant discussion in Domar E.D, and Musgrave R.A. (1944},
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S0CIAL, CULTURAL AND VALUE FACTORS OF SAVING.
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VII. 1, Main Factors of Population Growth and Family Planning.

o ae oma e o aan

The so far obtained resulfs of this study havé raised some doubts
aboul whether the rate of growth of population has exerted a significant influénce
on the cbserved increase in the proportion of income saved in Greece in the
period 1949--1968, This is due to the fact that the rate of growth of population

in this country was .less than 1 per cent per annum during this period (.8 pex

cent), Indeed, the rate of growth of population had a decreasing tendency
throughout the post=war period (1950-1960 : .96 per cent, 1961-1968: ,69 per
cent) but this fall was not sufficient to affect positively the saving much ;
more than in the past, On the other hand, the bost-war fall in the rate of

growth of populafion‘cansists of the continuation of a tendency of long=run

nature which constitutes a phenomenon of a. country with small fertililty rate

(rate of growth of population during the period 1926-1940: 1,38 per cent),

Table VII, 1, 1.

Main Component Factors of Population Growth in Greece

e ey v s o s am

(Period Aversges .in Percentages)

1926-1940 1950-1960 19611968
© 1, Live Births 2.83 1,93 1,80 |
2, Crude Deaths 1.57 I & .79
3, Natural Growth (L)-(2) 1.26 1,20 1.0L
4, Net Emigration - ,12 + 24 < .34
5. Net Population Growth 1,38 .96 .09

Sources: National atatistical Service of Greece, Statistical Yearbook,

e 239 73 ey R D

1968, 1969, tables II; 3 and II: 12,
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It seems theraefore that Greesce resembles more to developed countries
than to underdeveloped ones in terms of rate of growth .of population{l),

¢ 2,5 per cent and is stable or increasing in

This rate than axcaeds?ﬁ
underdeveloped countries, It is usually noticed that the high rate of growth

of pupulatimﬁyig less dgvéloped countries causes a slower rate of growth

of income per head even i% total Uutbut'is iqcreaﬁing faster than in rich
countries. Greece enjoys 50n58queht1y a p&ivileged positioﬁ in this respect,

in the sense that the low rate.mf growth df\pnpulation éffect& favourably

the personal per capita disaféable income -available for consumption and saving.
Thié kiﬁa of influahce depends on whether the low rate of growth of population
is a restraining factor .of ‘the rate ofigrpwth &t income, which daoes not seem

to apply‘éo far to the Greek case. HDWéC?r%‘thandifferenbe between the rates

of growth 0% population in thé‘pnstnwar and . pre-~war. periodswds not high
EﬂDUgH to constituta\one of the main faétors of the increase inlthe proportion
of income éavsd(?); I{ is ?emihded anyway that the influencelaf the &ecreasa

of tﬁa rate ﬁf,grmwth of population Dh‘saving may have been §pmewgat underesti-
mated in the statistical testing, in view of fhe trend-like movement of po-
pulation as wali as of incbme and the raletively strong influence of income

on saving,

The observed post-war fall of the.rate of growth of population is at-
tributed to a higher rate of iedqction DfAthe»fartilit& rate than of the
death rate and to inc;éasa in the rate ﬁf’émigraticn, More specifically, the
live hirths, taken as a proportion of population, have decreased between the
periods lQZGwiQAD (2,83 per cent) and 1961<1968 (1,80 per cent) by 1.03 per
cent (columns /1/ and /3/ table VII.l.l);.The low rate of fertility in Greece
iz mainly the result of laté(marriagea énd voluntary birth control at_bre-
marital and marital relations through contraceptives and ébnrﬁion, though

the latter is illegal, The resort to these methods has been intensified in
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(1) It may be said that Greece has an outstanding performance in the sense’
that the rate of growth of population of this country was decreasing along-
with an accelerated world population in the post=war perind. See Maddison
A, (1970). ~ S T

(2) Thus, the fall in the rate of grmwth of pepulation by abqut .3 per cent
between 1950=-60 and 1961«68 has to be compared with the corresponding

increase by 2.7 per cent in the rate of growth of aggregate.;eal persanal
disposable income (1951-60: 4.8 per cent, 1961-68: 7.5 per cent).

" a/o )
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the post-war period, in view of the fact that the fall in the rate of growth
of population came along with a rise in the rate of marriages. Thus, the latter
rate has reached in the period 1961-1968 the .B7 per cent compared with .79
per‘cent in the Rerind 1950~1960 and .66 per cent in the period 1926-1940
(column /1/, table VII.1.2). There was so acceleration in the rate of growth

of marrisges rather than delayed marriages that” accompanied the observed fall
in the bhirth rate in Greece. The mte of marriages was fastenned in old age
groups rather than in young ages, as it hes happened in the United Kingdom in
the nineteenthcentury. Young couples, as passing the early stage of the life
cycle, are more likely dissavers and possibly less améﬁéhla to family planning
than couples of middle aqes, There is a common attitude in Greece that the
groom-bride must have beer settled before marriage and that the bride can not

manage sufficiently a househnld hefore maturing(a).

Table VII, 1.2;

Rate of Marriages, Family Size and Literates.

Family Slze

Rate of e o o e s . et e 8 o Proportion
Marriagasca) ‘At Censu From Budget of Literates‘?®
Dates(b) SQrveys(C)
AL NI T : LAl
19261940 .66 a,25(d) - 58,0(d)
1950-1960 .79 a,11(e) a,pla) . 76.0(8)
1961-1968 87 a.78lf) 3.3(h) s2,2(7)

{a) As a percentage of the total population (psriod averages)
(b} Covering total populatlon,

(c) Covering population of over 10 thousand residents.,

(d} 1940  (e) 1951  (f) 1961  (g) 1957-58 (h) 1968-69.
(i) Over total population above 10 years of. age.

-

Sources: National Statistical Service of Greece, Statistical Yearboolk,
1968, tables II: 9, II: 12 and V: 5, Household Survey of the
Urban Areas 1957758, Unpublished data for the Survey 1968/69,

(3) The conditions are also in part. indicative of a low stage of economic

development where the opportunities of jobs are 1lmLtLd and the women
are not still suff1c18ntly educated, :
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It is important to notice that the observed increase in the rate of
marriages has taken place- alongwith a parallel QEcrease of the average size
of household, namely from 4,25 persons in the census year 1940 to 4.11
persons in 1951 and to 3.78 persons in the last population census of the
year 1961 (column /2f;§ablé VIi, 1. 2). The average size of households in
towns seems also to be falling, as it is estimated by the sample budget
surveys of urban househdlds, at a éﬁmewhat‘faster>rate than in the case of
rural households, This is ﬁot attributed entirely to higher fertility rate
in the rural sector, in view of the high rate of urbanization and of higher
rate of family fragmantatian.in towns, The small number of observations pro-
vided by the available classification of the household budget surveys by level
of income and family size (6 groups)} has prevented obtaining a stafistically
significant regréssian coefficient for the family size, though it has the ex-
pected sign (pésitive). It seems to indicate that the ohserved fall in the
average family size must have had some positive influence on saving, though
the magnitude of this influence and its connection with the composition of

household remain still an open quastion(a),

The phenomenon of family planning in Greecé is similar to the impetus
to family limifation which appeared in the' United Kingdom and in the United
States of America during thé iast century(s), The existing conditions in
Greece suggest that the families plan fu improve the quali{y of the human
wealth by giving birth to a smaller number of children in order to provide
more education as a means of better life for them, It seems warth noting that
almésﬁ 90 per cent of the children complete the cmmpu150£y primary education
of six years and about half of them continue secondary'éducation of another
six years and a 43 per cent of %ﬁi‘thnSB who complete it (40 per cent of the

attendants) continue University studies,

No direct relationship seems to exist between these plams and the flow
of saving, -in so far as education, which substitutes for food and other ser-

vices and durables, is also counted as consumption expenditure in the national

(4} We ara going to come back on this question in section VII, 3,

(5) See e.g. Kindleberger P,C, (1958).

e
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accounts statistics( » This chaﬁge in” the composition of consumption expen-
diture affects, however, the volume of savimg per annum, since even so the
expenditure for education of children is made after starting school and
mainly in higher education in Greece, Thus, the primary and secondary edu-

cation & public in this country, though in towns private colleges have

increased in recent years.

Spehding for higher education is as a rule a ﬁféqtqrambunt per student
than for primary education and involves a léng time lag Eatween the planning
andthe realization of spending. The accumulated saving for this purpose has,
' gn the other hand, to allow for future changes in the price level and the

cost of education in the mean time(T)ga*ha need of spending in large amounts

for higher education of children is associated with.theﬁﬁgmékxfsnumber of
Universities, i.e, only two, while Scotland with comparable population with
Greece has sevén Universities, With the two Universities operating in the
two biggest towns of Athens and Sslonica, householders in all other places

have to bé prepared for long time to cover the living and accomodation exe~

penses of their children during thg time of their University studies away from

families(9),

This kind of expenses were augmented by a tuition fee of three thousand.

drachmas which was sventually abolished in 1964. This fee coxresponded to
about one-fifth of the per capita income of that year, Saving for children's

education has in addition to allow for failure in the first attempt to enter

cen ena oom

(6) If the education provided by the government is not adjusted sufficiently
{0 the demand, then private colleges may be established for better
tquality! of education especially for kinds of education to which go-
vernment response is particularly low and private initiative is not
prohibited. '

{(7) This may have contributed to some extent in the observed rapid rate of
accumulation of 'liquid! assets in Greece after the restoration of
relative price stability since mid-fifties, on which see section IV.3,

{8) This may become a source of positive influence up to certain point of
¢+, increase in the price level on the flow of saving. Sae more/Sec—
tion V1.1,

(9) It is worthnoting that the proportion of children in the age group 20-24
years enrolled in University is, according to data published by the Ob-
server of 0,E.C.D. (1968-9), in Greece {10.7 per cent) comparable with
the corresponding ones in the United Kingdom (13,4 per cent), West

" Germany (11,3 per cent), Turkey (5.5 per cent) and Portugsl (6.7 per cent).
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the Uﬁivexsity because of strict entrance examinations, in view of a rapidly
increasing number of éandidatas and the inelasticity of Universities to
expand, Under these circumstances, most of the candidates need to attend
private colleges operating in big towns even before leaving secondary

school to prepare for the ehtrmtm;axams. First failure is often followed

by & new attendance'ﬁhese colleges for giving entrance exams in the next
year ﬂgean increasing number of them go abroad for undergraduate studies

after some preparation in the foreign languaga(lo).

On the othexr hand, those of the pupils who plan a career as secraeta-
rians have to attend courses of up to one year after leaving secondary school,
The need for this attendance is due to the fact that the secondary education has

a classical and religicaa orientation not adjustable to the current needs of

the practice. These courses are offered by private colleges, sstablished at
an increasing rate during fifties and sixties, and include accounting, typing

and foreign languages, In addition, quite a number of technical colleges of
secondary education have been founded insrecent years to provide special

courses useful for particular branches of navigation, industry and farming.

Saving for children's education is likely higher than dissaving as the ;
absolute number of births increases and parents plan for theixr children to

get more education than their own, This may be one of the reasons of the

indicated relatively high'harginal propensity to save from farm income
(section VI.3). The partieulér emphasis which is given by the farmers to the
education of theifﬂchildran is explained by the fact that while about 10 per
cent of the children of the urban workers atte%d University studies the cor-
responding prbpmrtinn of the farmers! childreén is 14 per cent, This is indi~
cative of a system of social mobility in Greece, according tevhich the edu-
cation of children offers social prestige to the farmers, as we are going to

see in more detail in section VIIL,4,.

(10) Within the frame of the system of foreign exchange control, the Bank .
of Greece grénts permission of fixed amounts of monthly remittances
by the families to the students abroad, This kind of invisible pay-
ments is overoffset by emigrant remittances, receipts from tourism, etc,
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VIii. 2, Populatlmn Muvementa.

B ]

Greece offers an éxamgle of a developing area with‘relatively massive

l])‘ 1'h$:,changes in

populaﬁimn movements throughoﬁt.cnuntry and gmigration(
the place of residence are likely planned to improve the.s%andérd of living
given the interagiaﬁél differences -in per capita incomes, So that they are
assuciated with saving decisions in a numbexr of ways., Table VII,2.,1 shows
that thagﬁ@ﬁﬁemigration.wag increaéing‘in the post-war peiiod‘tg_reach + 23
per cent of the population per annum during the. period lgﬁimlSGB (tol= 4).
This £epresents an pverdouhling of the average annusl number of grosé emigra-
~tion in sixties (column'/3/, table VII.2,1) which corresponds to almost one
per cent of the pupulétibn. Net emigratidn is, however, much smaller than

the gross one in vieQ of the returning back of *}@migrants particularly from

countries of Europe to settle home for retirement or for business or because

af inability fo live permanently away from their country.

Table VII. 2,_1.

Gross Emlgratlnn from Greece

extr s sy e o

(Annual Averages iH Thousands)

. Place, Df Destlnatlon A - (3) over Total
Weqt Europe Dvarseas Total Populatiaﬁ(a)
a4 JLe)_ ) LA
19261940 -8 . T4.s 6.0 .09
1949-1955 2.5 13,0 15,5 .20
19561960 15.8 . .- 16.9 32,7 .40
1961-1968 , 55,5 25.3 80.8 .93

(a) In percentages.,

Sources: National Statistical Service of Greece, Statlstlcal Yearbook.

e s o e

(11) Population movements are generally massive during the development
Process so that to mndlfy the town and regional structure Qf deves
~loping countries, Sde Donnison D.V. (1967), '
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The increase in emigration from Greece in sixties consists of a part

.af'a more widespread movamént from the less develmped'countries af Sauthern
Europe (Spain, Itaiy, Greece, Turkey and Yugoslavia) to the advanced countries
of West Europe, patticularly to West Eeimany, France and Switzerland and to
.a‘léss'degree to Belgium, Netherlands and the United Kingdom, This movement

was accelerated as the countries of West Eura@e approached the limits of full
employment of their manpower by the end of the first postmwgr decade, There

are certain differencesrdf this emigration from Gréece to West Europe from
" the pre-war emigration to the new world, namely to thg U.5.A., Canada, Austra-
lia, and New Zealand, Thus, the emigrants to West Eur&pe\offer their services

as a rule on the basis of annual cmntraéts, which may exert a positive influgnce
on their saving for the precautionary motive. In addition, many of them come “
~tq Greece for holidays and plan to settle home at the latest fﬁf retirement.
These conditions are directly associated with the ohserved increase in the

remittances in the fcim of tranéfers-tm‘Greek households from abroad (section

IV-‘ l):n

In addition, there is evidence that the great majority of emigrants have
come %rom the rural country and beén virtually unemployed before departure,
THus; out of 1154004 emigranté-in-1958,69,310 have recorded to come from re-
giops'nther thaﬁ Athens and Salonica and 37,218 Had no prior éccupatian in
farms(lz), Therefore the ihgrease in the per capita income from emigration
is disprupnftionally high in the farm sector which receiveé also a high pro-

portion of the remittances.

Interegional population movements have been:also intensified since mid-
fifties, i.e. the time of the relatively high rate of growth of the saving-
income ratio, Thus, between 1955 and 1961 about 645 thousand people have
changed place of residence within Greece. This has to be.cvompared with a net
increase in the population by 433 thousand people during the same period,
About 60 per cant‘gf the total immigration came from villages of less than

2 thousand inhabitants in 1961 and over 80 per cent of the” total immigration was

ot

(12) Data taken from the N.5.5.G., Statistical Yearbook, 1968, tables 11:24
and II:26a, e

t‘/"
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directed to the two biggest towns, . Athens and Salonica (table VII.Z.Z)(lB).

Table VII. 2, 2.

9 Y T T o T TP v i ek DS D D RTP

Immigration: Population Inflow and Outflow by Geographic Region,

] s ana 2> #o 47w e s

(Period 1955-1961, in thousands)

Other Semi-Urban
Athens  Salonica Towns(B)  Azsssl)] - Viilages(d)  Total
(1) (2) (3) - (4) (5) (6)
Inflow 218.2 46,8 143.4 76.4 160.0 644,8
OutFiou 405 45T 1292 B9 100 el
Net Changa(j‘)(a-ll?'(ff +31,1 +14,2 ~13,0 -210,0 -

{a) + for net inflow, - far net outflow,
(b) Towns with over 18 thousand inhabitants in 1961,
(c) Towns between 2 and 10 thousand inhabitants in 1961,

(d) Agglomerations with less than 2 thousand inhabitants in 1961,

Source: National Statistiecal Service of Greece, Results of the Population

and Housing Census, VDlume’V; Internal Emigration, Athens 1963,

table V.2,, p.40.

Expenditure for accomodéation and settlement of the immigrants in towns
seems to have positively contributed to the observed increase in the proportion
of income saved, given that the financing of building canatruction is counted
as saving. The increase in the supply of labour in towns had also contributed
partly to the observed relatively high rate of growth of the real per capita
income. The possible positive influence of the urbanization in Greece on saving
during the period undex revieQ is not necessarily opposite to the view that
urbanization acts as a shifting factor of.the consumption«income relatianship
(14)

so that to prevent rising in the saving~income ratio . The same effect may

oy

(13) Immigration from villages to towns accelerates the decrsase of the unem=-
pleyment in the countryside and the removing of the dualistic characier
of the Greek economy.

S £ o 8 €23 s T 412 D TR WA

(1945) in favour of the inﬁgipretaticn of the long-run constancy of
the saving-income ratio intU.S.A. in accordance with the absolute in~

come hypothesis.

oL
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be aléo_axerted by the urbanization in Greece in the long=-run, in so far as
the marginal propensity to save of the fermers is highexr thanm the corresponding

one of urban residents.

For the time being, urbanization and emigration seem Lo affect po-
sitively the farmers' saving through increase in the output pér farmer coupled
with a further rise in thﬁirdispnsable income by t?ansfers to them. The fre-
quent contact, however, of the emigrants with their families at home seoems
to consist a gféd&al réstraining factor of their saving motives. Thus, when
emigrants visit home for hélidays or come back for settlement, bring
with them modern appliances if not private cars, which they enabled to
. buy by the ihcome‘aptained abroad. This to some exten£‘irritates‘friends and
relatives to obtain the same durablés>when their income rises sufficiently.
This involves a gradual extension of the demonstration effect, which may exert

a negative influence on the proportion of incowme saved in the longmrun(ls),

All these factors ccmbineé tend to suggest that population movements
in Greece ccntribﬁted to the aobserved iﬁcreasa in the proportion of personal
income saved in Greece in the period l949m1968. So, there are reasons suffi-
cient to set up the expectation about a graduél counterbalancing effect of
the conditions created by ﬁnpglation.mdvements on the saving-income ratio in

the long-run,’

e s v wo v ey ey e v . e v e e e

(158) It is not precluded, of course, that a part of the observed population
‘movements, which have somewhat modified the work-leizure pattern in Greece,
have besn initiated by the desire to acquire modern durables according to
the discussionin section I1.1 (pp.&6+27). However, there are some doubts
whether the farmers have been informed about these commoditiés mainly by
frequent contact. with the imhabitants of the towns, (as the relative in-
come hypothesis maintains) who were after all very few in the countxy
before the period under consideration. In addition, there are the plans
of the Greek farmers to educate their children, which aim primarily to
achieve more decent conditions of work and living in the towns than their
awn in the farms. Theré are doubts whether saying for later acquisition
of modern durables is . yet cmmparabie with saving for other motives,
notably for the education of the children.
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VII. 3, Composition of Population by Age and Sex,

The relatiénahip‘of the age:distffbﬁtion of population ‘with the
rise in the éavingeiﬁébme ratio in Greece has to\ba investigated in the
face Df.a number of special conditions of this country during. the period
undexr bunsiderationkhThys, the deparfu:e of the German cccupants in 1944
was followed by a‘civil war until 1949 which‘increased”disproportiqnally
the cost of the'wam in terms of human lives in active and retirement age
gxbups. Therefore, the dafa of the population census of 1951 may overstate
tﬁe proportion of children.and underataté to some extent the share of the
active and retirement age groups, Under these conditions-the fall in the
prmﬁartion of children under 14 years of age (table VII.3.1l) between 1951
(28.8 per cent) and 1968 (25.2 per cert) by 3.6 per cent and the rise in
the proportion of retirsd people over 65 yeaxs of age in the same period
{(from 6.7 per'éent to 9;fipar_cent) by 2.9 h8£ cent have to be considered

with due caution.

Table VII, 3,L.

Age Strucfure'bﬁPopulation of Greece.

(Percentage Distribution)

s A dech cay e i

Age_Grou 1951 1959 1960 1961 - 1966 1967 1968 Difference

L) 2 3) (a) @ (37 ) T(3] 19681951
0-14 28,8 26.3 26,1 26,7 25 25,3  25.2 ~3.6
15-39 41,0 . 40,1 40,0 39,3 38,7 8.4 38,0  -3.0
40-64 23,5 25.6 25.8  -.25.7 26,7  26.9  27.2 +3.7
15-64 64,5 65,7 65,8 65,0  65.4 65,3 65,2 40,7
65 and over 6.7 8.0 8,1 8.3 9,2 ~ 9,4 9.6 +2.9

(1) In years.
(2) Census data.
(3) Mid-year estimates of the National Statistical Service of Greece.

Sources: National Statistical Service of Greece, Statistical Yearbook
T 1968, 1969, table 11:6, . - = -
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The fall in the proportion of children is associated in part also
with the forementioned decrease in fertility rate in Greece on the contrary

to other developing countries,

It has been maintained that an increase in the number of retired per-
sons causes a greater reduction in the saving than an equal increase in the

number of chiidren(lﬁl. If this applies in the case of Greece then the rise in

the proportion of the elderly of the forementioned magnitude may overoffset

the positive influence on saving due to the somewhat greater fall in the pro=-
portion of children, This possibility is however subject to three main reservations,
First, according to an estimate of the National Statistical Service ﬁf Greece,

the expected 1ife at birth is 67.5 years for males and 70.7 years for fémalas,

Since retirement starts at 65 in Greeﬁe, the elderly may have érranged their

saving plans for lumgerxexpected Life than the actually life,

Secondly, as a result of the acceleration of urbanisation, a dispropor-
tionally high number of the elderly stays in the countryside and i®: farmers,
They dissave rather less than those retired in towns, since their consumption
rarely includes modern commodities or services (eg. many Gresk villages have
not electricity yet). It may be objected fhat they have also saved less at
their working age in the prewar period which -is not however necessarily so
in view of the variety of the saving motives, On the other hand, they may be
somewhat subsidized by cufrent transfers of their children who work in towns.
and abroad,and they probabiy use only a part of these transfers for consumption

(18

and parallel they breed some domestic animals, cultivate vegetables, etc,

Thirdly, to the extent that the fall in the proportion of children is
due to the cutting down of the birth rate and to the plams to offer bettex
education to them, there may be a relatively high saving for this purpose.
These reservatioms seem.to make unlikely the possibility that the obsezved

abgve .- opposite movements in the share of children and retired are just of#~

.setting regarding their influence on saving.

(16) See Duésanberry James {1949), p.63.

(16a) Post~retirement jobs, which reduce the applicability of the life-cycle
hypothesis of saving (see section 11,1), are also quite ofterm in towns

especially in cases of certain professions (e,g. accountants and offi-
cers).

Lo
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In addition, the moderate only increase in the propertion of active
popylatioﬁ of 15-64. years of age (by ,TJper cent between 1951 and 1968)
seems t0 raise serious doubts en the possibility that the life cycle hypothesis
of saving can sufficienfly Expiain'the observed increase in-the saving-income
ratio in Gr?éca. THB moderate stability of the share of working age group
(15~64 yeais) to the total populatiun consists of an average of stronger
changes in opposite direction of the younger and older age groups. Thus,
between 1951 and 1968 the age group of 15-39 years has lost share of 3.0 per
éent, while during the samevperiad the age group of 40-64 has gained 3.7
per cent. The latter increase may be particularly relevant to the rise in the
saving-income ratio, because tha:nearer the retirement the higher may be the
provision for it. Furthermore, the wage structure in Greece is exceptionally
strongly attached to thé.years éf work, which means that the esarnings rise
at high rates in élder working age. Thus, a comparison of Greece with other
countries shows that the rise in the wage rate by age is higher than in other

(17),

countries like West Germany, if naot Japan

Table VII. 3. 2.

S BT e 4T3 4TS TD s 7 I e BB

(1)

tm e arn — s a y

Average Weekly Earnings of Workers in Greek Manufacturing

(Eumparative Indices by age, Uctober 1966)

Age Groups (in years)~)l 10--1 19-2 T 2544 45 and over
Males © 100 172 244 253
Females oo - 117 122 . - 125
Average : , 108 142 1974 213

(1) Establishments with 10 workers and over.

£y 412o em e e

On the other hand, the decrease in the proportion of the age group of

. 15-39 years is especially connected with the observed expansion in emigration

which achieved record rates in sixties (see table VII.2.1). Thus, it.seems

- B

(17) For data on corresponding indices of wages of males in West Germany and
Japan see Komiya R, (1966), table 8-7, p.l74.
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that about three fﬂurthﬁof the emigrants belong to £he age group of 15-39
years if‘the years 1967-1968 are faprasantative, In so far as a g;aat number
of emigrants &z unemployed, it means thatsthe fall in fhe proportion of
this age group is assmciatea with.a_risa in the income of their families,
because their heads may belong to the ége group of intense savers of 45;64

YBars.,

Lo@king at théxcomposition of the Greek population by ‘sex we first
chserve a slight:inc;aage through time in the proportion Qf females to the
tatal *(line /17, table VII,3.3){18), 0On the other hand, the increase in the
~ proportion of females over active population is relatively more rapid {line
2)}. The increase in the proportion of female active population in advanced
countries is often interpreted as a partial substitution of home appliances
for housewives,-Agcording to this view , the increase in the proportion
 of the female active population per se may exert a negatige influenﬁa on the
saving-income ratio with«séving ordinarily defiﬁedﬁ In addition, there may
be a positive influence on the propartion of family income saved particularly
in so far as the work éérningsiby a single girl or a housewife have as a main
purpese the burchase of ; dwelling, Howevér, it may be not the sole or the
main plan of the educated females, whﬁrmaﬁfbe:relativély more eager to pur-
chase madefn consumaerdrables. Therefore, the observed ingrease in the pro-
portion of females over total literatss (line /34 table VII,3,3) may be a not

pérticularly favourable factor to saving ordinarily defined.

Table VII. 3. 3.

AP 3 T8 AP ALY St S8 4TS ) €73 T AR 3

Proportions of Female and of Literate Population,

(In percentages)

1928 . 1951 1961 1964

1. Females to Total Population 49.6 'Sl,U 51,2 : 51,3
2, Females to Active Populatiun‘a} M@y 38.0 39.0 39.6
3, Females to Total Literatea(P) 35,4 © 439 45,8 n.a,

(a) Definition of active population adjusted to the census of the year 1961,
(b) Over total number of literates above 10 years of age,

Sources: National Statistical Sepvice of Greece,‘StatisticéL Yearhbook 1968,
mmmmmmm Tables 11,2, VI.1, Royal Research Institute, Long Term Prospects of
the Greek Economy. ' . -

~— wr —y oo

(18) This must have been a positive factor to. household saving in view of the
high respensibility of the family to séttle the female dependanis as we
are goingto see in the next section, ‘
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On the basis of available cross section data in Greece (see section
111.2) we have proceeded into the as{imatinn of household saving in an attempt

to control, though moughly, the 'equivalent adult! prdblem by the formula

E [.; + (niml)g]'

where, c and n are the average household consumption and size of houssholds

respéctively, M.

; is the size of household bracket and a is Enefficient of

weighting the other members of household apart from the head,

Table VII, 3, 4 presents tHe series of actual household saving (column
/1/ )} and of saving estimated according to the lifeqcyclé model and with al-
terpative values of a, 1, .75 and,50, all expressed in per capita temms, The
standard deviation of household saving (102.d4drs.) is lower than ths one de-
rived from dpplication of the life=cycle model with all the alternative values
given to the doefficient a. Dtherwise stated, if this model applied we might
expect for given housshold income, consumption and saving to variate more than
it actually variated in the year 1957/58 among urban households. We cannot
therefors accept-without serious reservations the basic assumption of this
modei that the average cansumption expenditure is held constant over the

life«cycle.(lg)

‘Tﬁis kind of reéérvations is of course subject to the gqualification
that the data available in Gréece:réfer not to a detailed composition of house-
holds by age groups éf the heads, bu%?%g/adults over 16 years and to children
under this age. A further qualification concerns the assumption about constant
per capita consumption and‘thé association of the household consumption with
the household composition on the basis of the available data. Thus, the change
in household caﬁsumption expenditure may not be parallel to the change in
the number of household members- beyond the head, because expected income and
rssoufces of the household are not available and sufficiently representsd
by the household income iﬁ the survey date, As it is obvious from the table
VIiI,3.4, by the increase in the size of households which comprise only adults
from one to four members, househeld copsumption rises at fasteiatﬁén if the

life~cycle model applied (comparison of the first four lines of the column /2/

(19) A similar conclusion has been reached by application of the same method
in the caseafierother less developed country, the Indonesia, See Kelley A.
C. and Williamson J.G. (1968). S T
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with the corresponding ones of the columns [3/=(5/ ). Similar is the behaviour
of households cansisting of two adulits and one kid and three adults and one
kid(ZD). In both cases consumption increases disproportionally to the increase
in the size of household: with result lower household saving than expected.

On the contrary, when the number of children. exceeds ong,household consumption
rises less than proportionately and household saving is higher than expected
ccnsistently.with the assumption of the life-cycle model(21), It does not seem
therefore that housshold consumption variates solely in accordance with the

household composition.

Table VII. 3. 4,

Household Income and Saving in the Urban Sector 1957/1958

(Actual and estimated saving in drachmas)

Household Saving

Househpld
_Income | - Actual a=l az.13 az.30
NI €V £2) (3) JLa) 82
1A 375.7 3.2 164,7 164.7 164.7
2A 621,8 24,2 -199.8 252.8 305,3
A 842 ,6 57.6 200.6  315.6 420,6
4 1,114.6 104.8. 270,6  428.9 587.1
2A+1K 702.9 | 6.3 69,9 175.9 280,9
2A+2K 6504 18,8 -193,6 ~35,3 122,9
2A+3K 662 .4 29.6 ~392,6 -1B1.6 29.4
IA+1K 1,020.2 111,9 176,2 334,5 492,7
3ne2K 897, 11,8 188,083 264,0
S.D. 223.0 102.4 651.0 549,0 984,7

Source: National Statistical Service of Greece, Household Budget Suxvey

ce3 x5n v 4 e T2

1957/1958,

where: A means Adults, and K means children undexr 16 years of age,

e e

(20) It means that with the first kid, household consumption increases dis-
. proportionately as it happens by the addition of an adult,

(21) Thus, the increase in the number of kids from one to two restrains
saving and increases household consumption less than*the first child.
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i

Household income iiséskby the inérease.in the number of adults with some
exceptions in the‘cése ufvpaxallal increase in the nUmEeifbf kide, In the
latter case, however, thé actual household saving is higher than the estimated-
- one, which is in cént;aét with the life-cycle formulation, Qna paésib1é~interpie-
tation is that families With xalativaly.higﬁ.numbar of kidsfare usually poor
families in terMs-nf‘ownSIEhip of wealth, which becomes éirastraining féctnr
to thaif,cbnaumptimn. However thiS'interpratation isonly an assertien which
cannot be directly vetifiéd. in view of lack of data cn'héusehnid«waalth*and“
its distribution by,hcuséhplds)of different composition. Another possible facw
tor of the higher tﬁan expected saving&ofihpuaehﬁlds of big size, is the'adjusfment
of the:familygsaving to ﬁhe plans fer children's‘éducation in accordance with .
the discusSion@in,séctiqﬁ VII.;.kfhesa'fathIS“comﬁingﬁ"with"other possible
onaéiaeem to reduce théigppli¢#bility ofﬁtﬁﬁ.;ifé—cycle hypothesis ofisaving

in the case of-Greece,
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VII, 4, Value and Kinship System,

One of the featurss of the Greek value system relevant to saving
decisions is that Greece has never been a society of !'landed aristocracy!.
This is due to histarical factors and to the physical conditions of this
country, Thus, the mountainous of the Greek soil does not favour particularly
the concentration of the land to a relatively small pumber of big landowners.
In addition, the participation of all Greeks to the War of Independence from
the Turkish slavery during the ninetqﬁnﬂjcentury, has rasultea in the distri-
bution of land to all faxmers. Criteria of social justice have further led in
the early nineteen twenties into a land refeoxm, according to which the re-
mained land under the ownership of the church and monasteries was distributed
to Tarmers without land, In addition parallel to the land reform, a state
sponsored Agricultural Bank has been founded, which has in effect prevented

the concentration of the land to the lenders of the farmers.

The farm fragmentation, expressed by the fact that about B3 per cent
of the farmers own holdings of between 2,5 and 12.5 #8cres, does not consti-
tute a source of important social stratification in the agricultural community.
Economic power and prestige are based there largely on the ownership of land,
These conditions have not particularly favouredy saving in the period between
the two world wars in view of low productivity and overpopulation in the farm
sector, During the last twenty years a fast growth in the use of fertilizexrs

and secondarily machinery . hawe taken place, a systemdf voluntary consolidation

g

of land has started to appiy, and immigration has been.accelerated, as we have
seen already, These factors combined have contributed towards a relatively
fast rate of growth of per capita disposable income of Greek farmers, In older
times a primary outlet of saving was the accumulation of rural property.
During the post-war period there has been a partial shift toward puxchasing
of urban property, while  other motives of saving notably for children's edu-

cation have increased their importance, as it was mentioned already.

On the other hand, the gradual development of the Greek industrial
sector in this century under conditions of heavy and long lasting tariff pro-

tection have favoured the emergence of an lindustrial aristocracy!' in Greece(22),

. s ey

(22) The class of the wealthier comprises shipowners, bankers,wholesale traders
and industrialists., They do not enjoy any traditional social distinction, so

that their stratification is largely based on ownership and on competition
in consumption,

.
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However it bas not fdrmed yet a discrete social class, since Greece is still

a davalbping country and follows & process of structural Changes; This implies
that the newly created rich do not immitate usually the consumption standards
of the richest of the community but solely demonstrate to their family in broad
sense and friends who are stiil poor. They feel temptations of behaving like
the richest but they postpone this until and insofar as they will become suffi-
ciently more wealthy and less satisfied by moderate demonstration to their

old environmenta.

The influence of the demonstration of the rich and thg richest on saving

has to be compared with the behavicur of the gradually extentad middle class

in towns,defined to comprise intelectuals, self-employed persons and collar
workers, specialized manﬁal wnrkeré,etc, This middle class includes the méjnm
rity of‘thé urban population;and its social stratification is. based not saolely
on propexty but also on education,*The forementioned extention of Bducation‘has
offered a gain to this basis of social stratification, which is considered as

a characteristic feature of the praceés of econémiu-developmentcza), This kind
of social stratification is comﬁatiblelwith gocial mobility in Greece and the

abseﬂém of éncial casts(24},

The urban centres also have a distinct third social class comprising
those who have neither property.mor education, Members of this social group
are the low*baid manual workers, the parasitiﬁélly umployedvand the totally
unemployed, This group, in contrast to the middle class, has deep the feeling
of frustration and social injustice which favours the consumption of whatever
ampunt passes their hands, From section VI.4, we have concluded that the ap~-
plication of the welfare state in Greece has little to compare with the welfare
state in the United Kingdom, Thus, the members of this group in Greece have
little if any incentive to save, whatever the increase intheir income,
In contrast té what happens in the industfialized advaﬁmed céuntries, the social
mobility in Greece does not lead towards a parallel relaxation of family con-
nections. Thus the kinéhip'system is not so joint as in Middle East or ir other

countries of Asia, buit nevertheless the relations of the members of family

(23) The public recognition of education as a criterion of social stratification
is not so welcome by the mbmbers of the first generation of the low educated
industrial aristocracy. This may be associated with the observed low share of

income from labour in Greece compared with Dthef countries (section VI,3).

{24) The social mobility'is‘cunstréined‘smmewhat by the influence of families with

- 3 1 T b
B%Wﬁﬁiégr§i¥§95r85u§%géf members and by the unemployment of a large mumber
e
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are more close than in the United Kingdom, the U.5.A. and ‘the countriss of West
Europe, These connections are in Greece, as a rule, reduced to parents, brothers
and sisters. When kids come to age and settle down,the connection with the parent
family is virtually eliminated regarding the activities concernsd with wealth
creation and management, %he personal ownership and administration of wealth
implies that when a adult is married or does s contemplate a wealth increasing
activity through saving, he does not only bear the costs but also enjoys the
fruits of the return,‘We have, in other words, under this system & high degree
of independence in terms of dispcsition of persocnal income and ownership of
pruﬁérty, which becomes a favourable factor to saving decisions., This indepen-
dence is so intense that to overcome in the majority of caées possible reactions
of family to permit patrticularly girls to achieve a career in towns. In these
respects the Greek family system does not become an important disincentive to

work or to save, as in-advanced countries.

Despite the ralaxatimn of the kinship system in Greece through time,
there are still some worthnoting cases of Joint ownership of wealth and joint
decisions with regard to save. Thus, the immigrants to the towns leave their
share on the parent property to the members of their family who stay in the vil-
lége and are entitled to cultivate the land of thaif parents at very low payment
mostly in kind,as an indicative rent to their brothers and sisters who have set-
tled in towns or abroad, This factor raises in effect the net rate of return of
investment in land improvement and the personal disposable income of the farmers,

so that to affect positively their saving,

In édditicn,bgsiness corporations in Greece, as in most less developed
countries, are owned and maﬁaged by the famiiies af thair'foundaré; This is
indicative that these families are not big spenders so that to dispese the in-

- herited wealth., They avoid doing so, however, because this ownership offers on

~the one hand social prestige to all the members of the family and on the other
,'profitsvas well as employmerit to a number of family members and relatives. The
transfer of this property to bequests consists a way of providing to the successors
of the fDundefs, employment with security and cover in case of a 'rainy day, as
well as in old age, This ‘is associated with the forementieoned (section IV.3) low

advence of the life insurance in Greece, How this kind of situation affects the
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saving of the companies and of the ownars is hard to find out, in view of double-
counting which is favoured by the coincidence of management with ownership. It
may be submitted that this coincidence gives the possibility to each member of
‘the family to spend more than if he had shares of the same size in another

company.

Another case of joint family decisions with regard to wealth creation
activity derives from the habit that ﬁhe family is responsible for the settle-
ment of £he‘femala members, namely daughters, This responsibility stems on the
habit of dowry, which has its roots to the East where it was originally con-
sidered as a price for the purchase of the groom~bride (just the opposite of
what happeﬁed in North Europe where the groom-bride was supposed to purchase
the bride by a payment to her father). In Greece the habit of dowry has more
or lass maintained the form it has taken. in medieval times, namely as a con-
tribution to the burden of the family operation, During the period in which the
Greek economy was predominantly agricultural and the level of per capita income
was fuo low to permit sufficient saving, the family offered virtually the whole
property for the marriage of the daughters, As a consaquence the birth of fe-
males was not welcome, since the logs of farm property for their marriage could

hardly be replaced but by dowry got. by the brother(s).

In récent'yaars there were two kinds of changes relevant to the dowry
which are associatgd with saving decisions, One is that the dowry takes in the
majority of caseslnnw the form bf urban property, which has to be acguired
either by saving Drhbylselling of rural prope;ty, This shift from the rural
to the urban property is associated with the forementioned intensive urbaniza-
tion, the relative rates of return,etc, The other relevant factor is the discussed
. shift toward provision of more education to the children of both sexes. Educa-
ted females are emancipated and by employment can contribute to the burden of fa-
mily operation, which removes the need for dowry, Therefore the ﬁrwvisicn for
education can directly and indirectly sct ss a substitute of the saving for the
habit of dowry., In the same direction also seemSto affect the cutting down of
the massive unemployment in Gresce due mainly to emigration, so that the habit
of dowry may be expected to diséppear gradually in Greece, bringing it also in

this respect nearer to the countries of West Ewrope,




-STATISTIGAL “APPENDIX

Main Time Series gf‘Déta HsBd in Statistical Testing

(1949-1968)

Personal Saving: and  Income Ihcome

. ~(c) ’
- Constant Per Caplta Before_Taxes(1956 values) Annual Rates_of Emwth(c
Current Values (mill.drs,) Population Prices ' Values,(dha) it Total ‘Farm'Non-Farm' Income . Populatlon Prices

Personal Saving and Income

i) S e Ml Rl sy Sppg e YN Yad Ymatmd Yoo M Fe
W@ @ @ ® @ M e () un an pa o gn )

1949 2,153 2,855 24,644 7,483 519 603 755 6,345. 49,574 16,580 "Sg,254 . ,,t - -
1950 1,493 2,397 28,646 1,566 .560 352 510 6,757 53,928 16,590 36,338 16,3 1,2 _ 7.9
1951 1,967 3,021 33,515 7,646  .623 417 576 7,031 57,738 17,878 39,860 17.1 1.l 11,2
1952 1,467 2,601 35,028 7,793 655 290 453 6,915 58,053 16,898 41,185 4.5 1.0 5.1
1953 4,659 6,091 46,899 7,617 (754 9L 982 7,959 66,903 23,306 43,597 34.00 1.2 15.1
1954 1,635 3,795 53,320 7,893 846 245 513 7,980 68,104 21,903 46,201 - 13.6 .9 12.2
1955 5,012 7,010 61,422 7,965  .897 705 1,061 8,601 74,156 23,417 50,739 15.2 .9 6.0
1956 7,252 10,809 71,681 . 8,031 .953: 937 1,336 9,260 80,085 24,957 166,128 16,8 «9 7.5
1957 7,534 11,478 76,645 8,096  .977 957 1,450 9,688 84,892 26,822 56,070 6.8 - .9 1.3
1958 6,137 10,690 79,310 8,173 1,000 751 1,308 9,704 85,661 24,847 60;Bl4 3.5 .9 2.3
1959 8,225 12,846 62,322 8,258 1,025 971 1,445 9,725 86,842 24,465 62,377 = 3,8 1,1 2.5
1960 7,760 13,097 87,451 8,327 1,039 896 1,437 10,100 91,297 24;108 67,169 6.3 B L
1961 11,708 17,380 98,948 6,398 1,056 ° 1,320 1,930 11,160 103,713 29,643 72,070 13.8° .8 1.6
1962 10,374 17,733 104,567 8,44, 1,065 1,153 1,067.11,620 107,198 .25,823 77,375 5.6 46 . .99
1963 13,605 22,295 16,887 6,480 L.089, 1,473.2,206 12,660 117,115 32,003 04,232 128 .4 2.3
1964 iT,495 27,981 129,677 6,510 1100 1:869% 2,847 13,860 128,557 35,710 92,877 10,9 W o

1965 19,356 32,076 146,746 8,550  1.137 1,991 3,156 15,090 140,815 36,500 102,315 13.1 .5 3.4

vw.@% : . - .
Average 9,963 16,378 89,700 8,190 - - 1,945 1,125 1,765 10,710 96,496 27,265 69,231 10,7 .8 v
5.0, 7,615 13,529 48,500 370 .216 682 1,145 3,370 35,567 24,800 29,007 7.4 .3 4.3

G.U. L7186 ,B26 L54L 045 228 L606  .649 L3137 W91 .42 .69 a7 .98

{a) In thousand persons
“(b) 1958 = 1,000
{c) in million drachmas

{d} in percentages

Sources: National Accounts of Greece 1948-1965, - “No 16, Athens 1967, 1960-1968 No 19, Athens 1970,
T NeSeSalGiny Statmﬁtzcal Yearbogk 1969, Athens 1970. (
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