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CORRELATION BETWEEN INCOME STRATIFICATION AND LEVEL OF
EDUCATION - EMPIRICAL STUDIES IN POLAND

Eorc P. Cniggionowients Midc po3noodiiom 0oxody ma pienem
oceimu — emnipuuni docaioxcenns ¢ Ioavuyi.

AHani3 eMIipHYHOro Matepiany Ta JITEpaTypd MOKasye, L0
OCBITHS CHCTeMa, OCOOJMBO PiBEHb OCBITH, BiAIrpae BHpIIIAJIbHY
posib y cyd4acHOMY CBIiTi. Y 3Ha4HIiil Mipi Ll¢ Tako)X BH3HAYAE
CHTyalLlil0 Ha pHHKY [pali Ta BH3HA4Ya€ piBEHb Ta PO3MOILI
3apo0iTHOI IuIaTH. SIK TOKAa3ylOTh MOCIIIXKECHHS, NPOBEICHI B
po6oTi, po3Mip 3apmiaT Ta PO3MOALTY 3apOOiTHOI MJIATH CHUIIBHO
KopeJtoe 3 piBHeM ocBiTH. CTPYKTYpHI 3MiHH, 1O BifOYBalOThCS B
HOJbCHKIH  €KOHOMIIl, OCOOJMBO MOJCpPHI3allisl eKOHOMIKH,
TeXHIYHI [JOCSATHEHHs Ta 3Ha4yHe 30UIbLICHHS  KIJIBKOCTI
PECIIOH/ICHTIB IPHU3BEIH 0 3HAYHOIO IiJBUINCHHS An(epeHiaii
3apo0iTHOT TIaTH.

Knmiouosi caosa: ocBita, Kopeislis, crpaTudikaiis T0XOiB,
PpiBeHb 3apo0iTHOT IIIATH

Eoc P. Coomnowenue meducdy pacnpedenenuem 00xo0a u
ypogHeM 06pazoeanus — dIMnupudeckue uccieoosanus 6 [lonvuie.

AHaimu3  SMIMPUYECKOrO  MaTepuaja U JIMTEPaTypsl
IOKa3bIBACT, YTO 00pa3oBaTeNbHAsl CHCTEMa, OCOOCHHO YpPOBEHb
00pa3oBaHusl, UTPAeT PELIAIOILYI0 POJIb B COBPEMEHHOM Mupe. B
3HAYUTEIBHON CTENEHH 3TO TaKXKe ONpeAe/sieT CUTyaluio Ha
PBIHKE TPYZA U ONPEAENsieT YPOBEHb U paclpeaeieHue 3apadoTHOM
miatel. Kak moka3plBalOT MCCIIENOBaHUs, NPOBEACHHBIC B paboTe,
pa3Mmep 3apruiaThl M paclpeneieHUs 3apadOoTHOW IIAThl CHUIIBHO
KOppeNHpyeT ¢ ypoBHeM oOpa3oBanus. CTPYKTYpHbIC H3MEHEHHS,
HPOUCXOSIIME B HOJIBCKOH IKOHOMHKE, OCOOCHHO MOICPHH3ALINS
OKOHOMMHKH, TEXHUYCCKUEC JOCTUKCHUS H 3HAYUTCIIbHOC
yBeﬂl/quHl/le KOJIMYECTBA PECIIOHACHTOB IIPUBEJIN K 3Ha'—ll/lTeJ’leOMy
HOBBIICHUIO U hepeHIHaluy 3apabOTHON MIaThL.

Knuiouesvle cnosa: obpazoBaHue, KOppesiys, CTpaTHOUKALUS
JIOXO/I0B, YPOBEHb 3apabOTHOM I1JIaThI

Jez R. Correlation between income stratification and level of
education — empirical studies in Poland.

An analysis of empirical material as well as the literature
shows that the educational system, especially the level of education,
plays a decisive role in the modern world. To a large extent, it also
determines the labour market situation and decides on the level and
distribution of wages. As it is shown by the studies conducted in the
paper, the size of salary and wage distribution strongly correlates
with the level of education. The structural changes occurring in the
Polish economy, especially the modernization of the economy,
technological advances and a significant increase in enrolment ratio
led to a significant increase in wage differentiation.
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tratification of income is derived from a

number of processes taking place in the

economy. Most often it occurs in the

structural mismatch between the economy to
new challenges and changing reality. Structural
changes and changes in processes in the economy
mean that the determining factor of the
remuneration’s level becomes education,
interpersonal skills, and the ability of the employee to
acquire new skills. Wages strongly correlates with the
level of education. As a result of the processes of
economy’s modernization, there was a large above-
average wage growth of skilled people, which
resulted in a large increase of wage inequality in
many countries in economic transition.

This paper presents results of studies on changes in
the structure and distribution of income (wages) in
Poland in 1996-2014. A hypothesis has been pre-
sented in the study of technological development that
promotes highly qualified employees (called Skill-
Biased Technical Change) determines increasingly the
unequal distribution of wages in Poland. In order to
verify this hypothesis, econometric studies were used,
taking into account the determinants of changes in
wages on the basis of data from LFS and OCR.

The main part

For Examining the impact of the education’s level
on the level of wages and their diversity it is worth to
refer to the analysis of structural changes taking place
in Poland. The socio-economic transformation,
including the commercialization of the Polish
economy, has led to changes in the structure of
employment in line with the Clark-Fisher
assumptions. As a result of these changes, a transition
from the agricultural sector (sector I), and from the
industrial sector (sector II) to the third services sector
has occurred. These changes have led to significant
technological progress and earnings stratification of
society. The impact of technological progress on the
development of wage levels in Poland confirmed the
hypothesis proposed in the introduction [1]. The
statistical data show the growing importance of
inequality between the groups with higher education
level and major occupational groups in the general
ratio of wage inequality. In the analysis of the uneven
distribution of wages the Gini coefficient and Theil
index were used [3]. According to the proposed
research methodology there has been conducted
econometric estimation of parameters, in which the
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dependent variables were, successively: wages, the
probability of finding employment in the last year and
the likelihood of jobs’ loss in the last year. Wage
regressions were estimated according to information
derived from databases (the October Compensation
Research) from the years 1996-2004, which is
available every two years. On the basis of the
differences between the coefficients for each year
were specified changes in time of strength
(flexibility), with which the independent variables
affect the dependent variables in the period
considered. When a variable turned out to be not
statistically significant, in case of the linear model
(characteristic of the wage) the coefficients are
assigned the value "0", and the logit models indicated
odds ratio value equal to "1". The results of the
analysis confirm that the level of education and the
employees’  occupational  status  significantly
influenced, in the researched period, the
differentiation in the level of wages in Poland. The
return on education expressed as the percentage
increase in wages resulting from each additional year
of education increased for most occupational groups
surveyed in 1996-2014. Significant wage benefits
associated with the period of study are gained by
employees performing work requiring the greatest
skills: managers (8% above the expected wage
increase for each year of education) and specialists
and technicians. For these professional groups is also
the largest growth dynamics of the return on
education (about 35% over the period).

An important aspect of the conducted analysis is
that education is becoming an increasingly important
quantity for industrial workers and craftsmen (an
increase in the return on education by 22%). Similar
results are achieved by machinery and equipment
operators (17%), and office workers (an increase of
33%). Growing importance of education and
educational level were not observed among workers
of the third sector of the economy namely the service
sector. Socio-economic studies show a significant
impact of educational level on living standards, and
the results of empirical studies support the use of the
SBTC theory. The return on education grows at the
fastest rate for professional groups, of whose
qualifications the society makes the greatest use, and
whose qualifications are becoming increasingly useful
with the progress of technology (professionals,
technicians, but also office workers and certain
groups of manual workers). This progress is not
important to employees who do not use new
technologies in their work or who are easily
substituted by such technologies (retail workers,
service to the public or persons performing simple
work). The increasing diversity of expected wage
simultaneously linked to the level of education and a
profession performed by an employee may be noted.
In 1996, the wage differential resulting from the
combination  of  these  characteristics  was
approximately 219% (i.e. that the salary of a manager
with a university degree was more than 2 times higher
than the wage of those with primary education). In

2014, this differential was already 256%. The highest
wages were reserved for managers with higher
education, and lowest for those with primary
education working in retailing and services for the
public. Moreover, the overall measure of wage
differentiation  determined by education and
profession of an employee increases (the ratio of
standard deviation from the average expected wage).
In 1996 the ratio was 18%, and in 2014 already 33%.
It is also worth pointing that the wage differential
increases faster in the "professional and educational"
groups achieving above-average wages. This is
consistent with the classification and the income
structure of society. This wealth class is characterised
by the biggest increase in the return on education for
professions requiring higher qualifications and using
services such as recreation, tourism and transport.

Another element of the study was the estimates of
parameters in which the dependent variables were the
probability of finding a job or the loss of a job, i.e.:

— data on jobs (working for less than 1 year and the
likelihood of finding a job);

— a person with certain personal qualities and
working previously resigned from a job or lost it
before the study took place, then is determined by
the probability of a job loss or the destruction of
employment.

The results of the conducted study indicate that in
case of an analysis showing the dependence between
qualifications and job destruction, the absolute values
of coefficients obtained by the chance quotients
should not be taken into account, but only their
movements over time. The reason for this is that the
dependent variables embrace not only the process of
creation and destruction of jobs, but also the turnover
of staff, which is higher for less educated people. This
shows that jobs reserved for persons performing
manual jobs were taken faster than those for the
persons with higher education in the last year. This
results in the fact that the probability of a job loss for
the workers is much higher. For the estimation of
logit models and because of the difficulty of
interpretation the multiple variables were not used.
The results confirm the hypothesis about the
important role of technological changes. These
changes result in the increase of relative demand for
better-educated people, which affected the situation
on the Polish labour market in recent years (fig. 1-2).
On the other hand, it seems that this effect is
manifested most strongly at a time when there was a
downturn on the labour market. At a time when the
situation on the labour market deteriorated (1997-
2006) and simultaneously a positive impact of the
educational level on wage levels was increasing
(fig. 1), the positive impact of education on the
probability of finding a job was also growing (every
year of study reduced the chances of losing work to a
greater extend) (fig. 2). However, when the labour
market situation started to improve (since 2003), the
relative chances of the employment began to be
increasingly less dependent on education.
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Fig. 1. Influence of education and each additional year of education on the probability of finding
a job in the years 1997-2014
Source: Labour Force Survey in 1998-2014. GUS, Warsawa 2014

Similar results were obtained by analyzing the
change over time in the relative chances of finding
and losing a job for people with different levels of
education. In figure 2, for the reasons described
above, the coefficients of the different levels of
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education have been indexed (1997 = 1), so that we
only see their changes over time, rather than absolute
values. The reference point for all analyses was the
core group of people with higher education.
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Fig. 2. Influence of education and each additional year of education on the probability
of losing a job in 1997-2014
Source: Labour Force Survey in 1998-2014, GUS, Warsaw 2014

The relative chances of finding employment for
less educated groups were lower than in the start-up
period for most of the researched period. The deepest
relative deterioration on the labour market in this
aspect experienced people without targeted
qualifications, whether with primary or secondary
general education. With the improvement of labour
market conditions, the relative chances of the
employment of these groups were also increased.

We deal with a contrary situation in case of
changes in the relative opportunities of employment

loss. These chances have increased for all groups (i.e.,
their situation has worsened compared to those with
higher education) only in the initial period — when the
general situation on the labour market deteriorated the
most. Throughout the research period (due to the
availability of data covering the period 1996-2014)
the expected relative wages of highly educated people
and of senior jobs increased. As shown by preliminary
analysis of the distribution of wages in Poland, the
significance the educational level for the distribution
of wages also grew in later years — until 2006 [1].
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This increase coincided with the cyclical phenomena
of this period and further worsened the situation of
less educated people in the early years of the period.
Furthermore, people with low qualifications did not
only experience a relative decline in wages, but their
situation on the labour market also significantly

hand, the overall situation in the economy improved
and the demand for simpler work performed by less
qualified people increased. This was due to a
deepening of the migration phenomenon in Polish
society. On the other hand, changes in relative wages
that occurred in 1997-2002, could have turned out to

be sufficient to improve the relative employment
situation of such persons.

worsened in this period. The situation of these people
improved in the next period — from 2003, which may
be the result of two parallel processes. On the one

Abstract

The conducted empirical studies as well as the literature allowed us to verify the hypothesis concerning the
possible mechanisms of wages disparity in Poland.

The distribution of wages and the employment structure show that during the research period demand for
highly skilled workers increased strongly. In the total employment the share of occupational groups requiring at
least secondary education, vocational training or higher education rose, so there was a high demand for skilled
workers, professionals, technicians and managers. The correlation of average salaries, depending on education
and performed occupation changed clearly. The significant increase in educational level for the received
remuneration is also shown by the results of the decomposition rate of wage inequality (the Gini index and Theil
index) on the inequality within and among the groups. On the basis of WSP the share of intergroup inequalities
between different levels of education in the general level of wage inequality nearly doubled (from 12% to 22%)
also the share of inequality among occupational groups significantly increased (from 19% to 36%). It seems
noteworthy that in groups with higher educational levels and professions requiring higher qualifications the
inter-group wage differentiation rises. The results also show a marked increase in the return on education. The
return on education, namely the percentage increase in wages resulting from each year of education, is the largest
for highly skilled groups, but also for those groups the most dynamic growth can be observed.

Crnincok Jitepatypn:

1. A. Skoérska, R. Jez Polski rynek pracy wobec tworzenia podstaw gospodarki wiedzy // W:
Innowacyjnos¢ w budowaniu gospodarki wiedzy w Polsce / red. nauk. Ewa Okon-Horodynska, Sylwia
Pangsy-Kania. — Warszawa: Instytut Wiedzy i Innowacji, 2007. — S. 48-59.

2. R. Jez Nierowno$ci dochodowe — syntetyczne wskazniki oraz poziom nierownomiernego rozktadu
dochodow w Polsce. In: A. Organisciak-Krzykowska (red. nauk.) Regionalne rynki pracy, IPiSS, UWM
w Olsztynie, Warszawa-Olsztyn 2011, pp. 215-218; Also see: M.P. Keane, E.S Prasad: Changes In the
structure of Earnings during the Polish transition. Journal of Development Economic 2006. — S. 80 (2).

References:

1. Skorska, A., Jez, R. (2007). Polski rynek pracy wobec tworzenia podstaw gospodarki wiedzy [The
Polish labor market to create the basics of the knowledge economy]. Warszawa: Instytut Wiedzy i
Innowacji [in Polish].

2. Jez R. (2006). Nieréwnosci dochodowe — syntetyczne wskazniki oraz poziom nieréwnomiernego
rozktadu dochodéw w Polsce [Inequalities in income - synthetic indicators and the level of unequal
distribution of income in Poland]. Journal of Development Economic, 215-218 [in Polish].

Hanano no penakuiiinoi komnerii 28.06.2017

€x Panocias / Radostaw Jez
radostaw.jez@ue.katowice.pl

Ilocunanna na cmammio / Reference a Journal Article:

Jez R. Correlation between income stratification and level of education — empirical studies in Poland
[Enexmponnuii pecypc] / R. Jez // Exonomixa: peanii yacy. Hayxosuii oicypnan. — 2018. — Ne 6(34). — C. 5-8. —
Peorcum oocmyny 0o scypn.: hitps://economics.opu.ua/files/archive/2017/ No6/5.pdf




