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Preface

The Institute of Public Affairs hereby presents a synthetic report containing the
results of the four phases in the monitoring the population's living conditions in 1995-
1996. This survey and its results were prepared and calculated by a research team
from the Warsaw School of Economics. A full description of the survey and its results
were portrayed in the report entitled Warunki zycia gospodarstw domowych w latach
1995 i 1996: stan, zagroZenia, perspekiywy [Household Living Conditions in 1993
and [996: the Status Quo, Treats and Perspective for the Future [, (Btaszczak-Przyby-
cifiska, Kotowska, Panek, Podgorski, Rytelewska, Szulc, 1997).

‘The monitoring survey conducted in 1995 and 1996 is an essential tool for pro-
perly observing and evaluating the changes taking place in household living condi-
tions during this time of social and econonic transformation. This is the first time that
panel research, in which the same households are observed for the duration of the re-
search period, has been used.

Three principal cognitive aims were established for this survey. The first one is
the continual observation and analysis of the current state and the changes taking pla-
ce in household living conditions, especially with respect to the problem of poverty
and the threat of poverty. In this regards the research has incorporated all the arcas
and aspects of household living conditions that are linked to the macro socio-econo-
mic changes that are taking place. The second one is the continual observation and
analysis of the extent to which households utilize social assistance and benefits and
their impact on households' living circumstances. The third one is the observation and
analysis of household behavior on the financial market as well as changes in their be-
havior as a result of other areas concerned with household living conditions.

The most important and primary purpose of this cycle of survey is the analysis
of the poverty sphere and the poverty threat. Subsequent stages of this research based
on the same panel sample were undertaken in May and November 1995 and in May
and November 1996.

It was possible to conduct this survey and register and process its results thanks
to the funds provided by Committee of Scientific Research grant entitled Monitoring

the Poverty Sphere and the Threat of Poverry, the funds provided by the Central Sta-



tistical Office in the framework of the POLSTAT program, the funds provided by the
Ministry of Labor and Social Policy in connection with the execution of the project
entitled Socio-economic Development, and the funds provided by the Institute of Pub-
lic Affairs and the Institute for Human Sciences in Vienna.

The authors of this document are aware not only of the tremendous social and
cognitive significance of these research results but also of the controversial nature of
these issues. For this reason we authors shall be grateful for all to comments and pro-
posals which will allow us to enrich the content of the reports concerning the subsequ-
ent phases of research.

The report is comprised by a preface, an introduction. three fundamental chap-
ters, an executive summary and a bibliography. The introduction portrays the funda-
mental objectives and aim of the project as well as its scope. The first chapter is
devoted to methodological remarks pertaining to the sampling scheme, the principles
according to which the research was organized and the fundamental notions and clas-
sifications. The second chapter presents the methods of measurement and analysts em-
ployed in the research project. Finally, the third chapter discusses the fundamental
results of the analysis of household living conditions in Poland in 1995 and 1996. The
report's executive summary makes recommendations for social policy to use when
formulating certain solutions to support the improvement of household living condi-

11ons.



1. Introduction

1.1. The General Premises and Purpose of the Project

The paradigm changes that are taking place in the Polish economy and the ow-
nership transformation that has been accompanying them have caused significant
shifts in the distribution of income among sundry socio-economic groups of people.
The worsening of living conditions in many social groups continues to accompany the
transformation process. The society has acquired new layers with respect to material
standing. At the same time, households are faced with totally new and unknown phe-
nomena on the financial market.

In order to assess the changes that are taking place in the household living con-
ditions properly, it has become imperative for special monitoring research to be un-
dertaken, panel survey specifically directed at poverty areas, in which the same
households are observed for the duration of the research period. The monitoring sys-
tem should constitute a supportive informational base to put the social benefits system
into order. The proper construction of this system is unusually important to alleviate
the unfavorable social consequences of the economic alterations that are taking place.
At the same time, monitoring would make it possible to streamline the effectiveness
of social benefits and social assistance by regular analysis of the influence exerted by
certain solutions on the living circumstances of designated individuals and house-
holds. Moreover. it would facilitate the observation of alterations in household beha-
vior on the financial markets.

In an effort to meet the needs of formulating social policy, the Warsaw School
of Economics, in cooperation with the Central Statistics Office, the Ministry of Labor
and Social Policy, the Polish Statistical Association and the University of Siena (in
[taly) initiated a joint research project in 1995 aimed at monitoring the living condi-
tions of households. The monitoring undertaken in this project is a type of panel sur-
vey. Three fundamental research goals were formulated before the project's initiation.
The first one is to observe on a continual basis and to analyze the present state of li-
ving conditions among Polish households. the modifications that occur therein and the

poverty threat; these three encompass all the areas and aspects connected to the mac-
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ro-social and macro-economic alterations that are taking place. This includes the basic
spheres of living conditions in households, viz. income, the use of cash resources.
nutrition, household aftluence, housing conditions, health care, the education of child-
ren, culture and recreation. The second goal is to analyze on a continual basis to what
extent households use social benefits and social assistance and how they influence the
living standard of the households themselves and their members. Finally, the third
goal of this project is to observe and analyze how households behave on the financial

market and what changes take place therein.
1.2. The Purpose and Scope of Survey

The fundamental purpose of the project was to assess household living condi-
tions and their changes in 1995 and 1996, with a special emphasis on those areas and
families that are threatened with poverty. This research aim was undertaken in several
stages.

During the first stage of this research an analysis of the basic spheres of house-
hold social and living conditions was conducted, namely: income, cash utilization.
nutrition, affluence, housing conditions, health care, education of children, and cultu-
re and recreation.

The household living conditions in each of the spheres distinguished was descri-
bed by two sets of measures: objective and subjective. The first one, which characteri-
zes extent of the processes that are taking place beyond the human entity himself
allow one to assess the family's living conditions regardless of personal values in this
regards. The second measure allows people to express their feelings as a means of as-
sessing their own living standard. This procedure made it possible to assess selected
aspects of living conditions and their changes in a complex fashion.

An analysis of poverty was conducted during the next stage by using various
complementary approaches. First. an assessment of the incidence and depth of poverty
was made in various groups of households using the objective and subjective appro-
ach via an analysis of household income. In the first one, the measurement was made
on the basis of the actual level of household income. In the second one. however, the
basis of measurement was the household's subjective assessment of its income. Aggre-
gate poverty indices were applied in both approaches to assess the incidence and
depth of poverty. The analysis of poverty was expanded in the final phase to include

extra-income factors that characterize its dimensions (areas).



The third stage of the research was dedicated to the issue of how households and
their members use social benefits and social assistance. Both the extent and the forms
for accessing social benefits and social assistance funds were observed in individual
areas that specify the living conditions of households and their demand for this type
of financial assistance.

In the fourth and final stage of research an analysis of household behavior on
the financial market was conducted. First, an assessment of the incidence and depth of
wealth was made by estimating the frequency and quantity of free purchasing funds
that remain at the disposal of households after assuaging their current needs. These
funds may be placed on financial markets. Then the savings and borrowing habits of

households with regards to the forms and purposes of obtaining loans were analyzed.

2. Methodological Comments

2.1. The Sample Selection Method

This panel research project encompasses 2,700 households that were persuaded
to participate from among those households that took part in the household budget re-
search in the first quarter of 1995 and in 1994. The households were selected for hou-
sehold budget research by using the two-stage stratified sampling scheme. The units
selected in the first stage were statistical regions or groups of regions that encompass
at least 250 dwellings. Before selection they were stratified by voivodship and type of
community (urban, rural). Proportional selection was applied so that the sample wo-
uld automatically be balanced. During the second stage dwellings were selected syste-
matically from a randomly generated list, independently inside each of the strata
created during the first stage. 12 monthly sub-samples representative for the country
were established while taking into consideration the selection scheme presented abo-
ve. Each sub-sample is comprised by 2,700 dwellings. One-half of the dwellings made
up the constant portion of the sample that was not subject to replacement year afier
vear, while the remaining half made up the variable portion and was subject to repla-
cement once a year.

The attempt was first made to include those households in the panel research
that participated in the budget research in March 1995. If they refused to do so. they
were replaced by households from the same statistical region and the same socio-eco-
nomic group which participated in the budget research first in February and January

1995 and then in the subsequent months of 1994 (starting from December and moving



backwards). This manner of proceeding ensured that the premises concerning the qu-
antity of the sample and its representativeness for the nation would be maintained.
The households selected for this sample were interviewed four times, viz. in
May and November 1995 and 1996. Over the four phases of the panel research some
of the households retracted from the research. In order to ensure the comparability of
the results in all phases of the panel research as well as to ensure that they are repre-
sentative and that the structure of the sample is consistent, the proper weighing of the

results from November 1995 and May and November 1996 was employed.
2.2. How the Survey has been Organized

The concept of panel research of the living conditions in households and its lo-
gistics have been designed by an inter-institutional research team. whose core is com-
prised by employees of the Institute of Statistics and Demography at the Warsaw
School of Economics. This team is also responsible for analyzing the results of the
research.

The source of information about household living conditions was the survey qu-
estionnaire supplemented with a “budgetary ledger”. The survey contained informa-
tion describing the household and its individual members and the separate areas of li-
ving conditions considered in the research. Moreover in the survey sheet which house-
holds received at the beginning of each monthly phase of research all cash revenues
obtained by these households in the course of the month of research were entered thereon.

Families made entries on all non-cash revenues appropriated for their needs as
obtained from various sources over the course of this month in the budgetary ledger
which was also provided to each household at the beginning of the research month.
Moreover, households all of their monthly expenditures (cash and non-cash) in this
ledger that were associated with running the household and appropriated for their
farm (lot) if they had a farm (lot).

Instructors employed by Voivodship Statistical Offices conducted the field rese-
arch (the interview and the check on the revenues and expenditures entries made in
the budget book and the questionnaire), while the Household Department of the Cen-

tral Statistical Office supervised the survey from the organizational point of view,

2.3. Basic Notions and Classifications

The tundamental unit of this research is a one-person or multi-person household.

A one-person household is a person who supports himself independently. that 1s wit-
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hout combining his income, regardless of whether he lives alone or with other indivi-

duals. On the other hand, a multi-person household is a group of people who live to-

gether and support one another.

The following class cross-sections of households were applied in this research:

— the socio-economic group defined by major source of income,

— population in place of residence,

— type of houschold derived from the number of families and the type of biological tie.

The source of income constituted the basis for deriving six fundamental socio-
economic groups. i.e.:

— households whose only or principal (majority) source of sustenance is the income
obtained from labor in the public or private sector, from performing value-added
labor or on the basis of agent contracts (emplovee households),

— households whose only or principal (majority) source of sustenance is the income
obtained from labor and the use of a farm with a usable surface arca in excess of
1.00 hectare (employee — farmer households);

— households whose only or principal (majority) source of sustenance is the income
obtained from the use of a farm with a usable surface area in excess of 1.00 hectare
{combined with the users of lots up to 1.00 hectare for farm use and the owners of
farm animals without farm utility if the income therefrom is the only or main so-
urce of sustenance (farmer households));

— households whose only or principal (majority) source of sustenance is non-agricul-
tural self-employment or free-lancing (self-employed households);

— households whose only or principal {(majority) source of sustenance is retirement or
disability benefits (pensionary households).

— households whose only or principal (majority) source of sustenance is unearned in-
come other than a retirement or disability benefits, e.g. unemployment allowance,
social benefits or alimony allowances as well as gifts (households living on unear-
ned sources);

The residence category stipulates a division of population by separating the ur-
ban from the rural; it also divides cities by population: more than 500 thousand inha-
bitants, 200-500 thousand inhabitants, 100-200 thousand inhabitants, 20-100 thousand
inhabitants and less than 20 thousand inhabitants.

The type of household derived from the number of families and type of biologi-
cal ties includes the following categories:

— one-family households: married couples without children, married couples with

children (one child, two children and three and more children), one-parent families,
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- multi-family households,
— non-family one-person households,
— non-family multi-person households.

This classification system conforms to Eurostat's recommendations concerning
the typology of households (Eurostat, 1995).

The typology of households by source of income and class of place of residence
is analogical to the one applied in the household budget survey while grouping them
by number of families and type of biological family is a wider approach than used
previously, where there was a category known as ‘other households'. It included mul-
ti-family and non-family households, including single-member households. This for-
med an heterogeneous group from the point of view of the factors that determine the
household welfare.

In addition to the classifications distinguished above, households in a particular
situation in terms of their ability to obtain income were singled out in this research.
Particular standing is specified on the basis of information about the unemployed or
handicapped. Legal disability {decision handed down by the appropriate committee
of doctors) was distinguished from biological disability (on the basis of a certification
of disability or protracted illness that limits the ability to perform basic life functions),
which, in our opinion, allows the researcher to take into consideration the real threat
of poverty as a result of this cause and not just the one that has been formally docu-
mented.

The category of revenues used includes all current cash and non-cash inflows to
housecholds. The category of expenses used in this research encompasses expenditures
for goods and services and other household expenditures.

The income category used is the net monthly disposable income earned by hou-
seholds. Disposable income as used in the analyzes conducted by the Central Statis-
tics Office (Glédwny Urzad Statystyczny, 1997) includes income from labor, income
from social benefits, income from social assistance, income from private enterprise or
free-lancing designated for the household and non-manufacturing investments, reve-
nues from running a farm minus current expenditures and investment outlays for the
farm, other revenues (including capital and equity revenues, gifts received and alimo-
ny). Disposable income also comprise non-cash revenues like natural consumption,
payments-in-kind, gifts, etc. just like other cash-based forms of revenues. This streng-
thens the role of the income category under examination as a measure of to what ex-

tent the household is capable of fulfilling its current needs.
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3. Methods of Analysis

3.1. Assessment of Selected Areas of Household Living Conditions
3.1.1. Income and How Income is Used

Income is the principal factor that determines how household needs are satis-
fied. The level and structure of income obtained by households has been analyzed, as
well as total and inter-group variation of income.

The disposal income category is the one that has been analyzed in this research
etfort; it includes all net cash and non-cash income in the household and its structure.

A household's income should be adjusted by the level of needs if it is truly to
tulfill the role of a measure of to what extent households are capable of satisfving the-
ir own needs. {n practice the adjustment of household income is often performed by
dividing income by the number of household members, in other words by using per
capita income. This manner of adjusting income signifies the acceptance of the premi-
se that the level of needs is proportional to the number of people in the household.
This assumption fails to consider the savings accrued by living together in a house-
hold. These savings are the result of spreading the household's fixed costs over
a greater number of individuals. In the analyses the adjusted household income was
performed by using equivalence scales estimated on the basis of household expenditu-
res. This is dore by dividing real income in households by the correspounding values
of on the equivalence scale. which yields equivalent income' . These scales take into
consideration the differences in the level of needs derived from the size of the house-
hold. the age of its members and the place of residence. The per capita income catego-
ry was also presented to have the ability to assess the influence extorted by the
application of the conversion scale on the assessment of the material standing among
the household population in comparison with the traditional method for converting in-
come.

The first and ninth deciles of the distribution of income were used to assess the
spread of income in the entire population and within groups of households. A high qu-
ottent derived from the Dg/D) ratio means that the spread of income in the group of

households under research is great.




The assessment of the division of income among the groups of households dis-
tinguished in this research was based on an analysis of the structure of decile groups
in the distribution of equivalent income by group or on the so-called measure of rela-
tive economic affluence (Dagum, 1980; Dagum and Lemmi, 1989; Panek, 1995). The
reference point to compare the income standing among the groups of households dis-
tinguished in this survey, based on the measures of relative economic affluence will
assume values from -1 to 1. The larger the differences between the income of house-
holds in any given group in relationship to that group of households that constitutes
the reference point, the higher the absolute value of the measure of affluence will be.
Positive values for the measure of affluence show that the income standing of a given
group of households is more favorable than the group of households which constitutes
the point of reference. It will obtain the maximum value of 1 when every household in
the group of households under comparison has a higher equivalent income than every
household belonging to reference point population. Negative values on the measure of
affluence mean that the income standing in the group of households under analysis in
comparison to the income standing of the group of households under observance as
the reference point is worse. It achieves the maximum value equal to -1 when every
household belonging to a given income group has a lower equivalent income than eve-
ry household constituting the reference point. The smaller the differences between the
equivalent income for the households from the groups under comparison are, the lo-
wer the absolute value of the measure of relative affluence will be. When the average
equivalent income in the two groups of households under comparison is identical, the
measure of relative affluence will be 0.

In addition to the objective approach to assessing the income standing, the sub-
jective approach was applied. Subjective assessments of the income standing in the
households under research are based on the opinions expressed by household mem-
bers. These assessments mainly concern the level of household income, the ability to
satisfy various needs, and the methods for overcoming those circumstances when the
level of income is insufficient to assuage them. The subjective assessments also con-
cern comparisons of the present income standing with its status one year ago and three
years ago as well as projections concerning changes that may take place in six months

or in a year.

3.1.2. Expenses and Expenditures

The level and structure of current consumer and non-consumer expenses in hou-

seholds and selected elements of their expenditures were analyzed. Consumer expen-
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ses were divided into seven basic groups. Non-consumer expenses (capital) include
the purchase of real-estate, land, securities and foreign currency. The repayment of all
loans and credits drawn on the houschold in banks and other institutions were taken
into consideration in the framework of expenditures.

In compliance with the life cycle hypothesis, the household will strive to reach
a desired living standard over the full period of its existence. In the initial period the
household will build its welfare and gather property which is supposed to safeguard
the desired level of consumption for when income declines. An analysis of the decla-
red current income to safeguard a satisfactory living standard today and in the future
was made to specify the stages for various groups of households to attain the desired
level of consumption. This made it possible to determine the income levels that are
capable of assuaging current needs in various kinds of households and which facilitate
the attainment of goals linked to the construction of the desired level of property
(known as permanent income). The income declared by households to guarantee a sa-
tisfactory standard of life facilitated the analysis of welfare in a subjective sense. Na-
mely, this income may be treated as a subjective line of welfare for the household
responding to questions. The level of the individual welfare lines in individual house-
holds will depend upon the size of the household and its actual disposable income,
just as in the case of poverty lines. This dependence which constitutes the basis for
demarcating the subjective poverty lines in households of various sizes is determined
with the usage of regressive analysis methods. That value of disposable income for
which the declared income is satisfactory is the same as the actual disposable income
is assumed to be the welfare line in this dependence.

The subjective lines of welfare derived in this fashion were used to assess the
incidence and depth of welfare in households. The percentages of afftuent households,
that 1s households whose disposable income is above the line of welfare (the satisfac-
tory level of income) were calculated and their surplus income in relationship to the
value of this line was assessed. Surplus income is measured by the relationship betwe-
en the distance of mean equivalent disposable income in households above the line of
satisfactory income and the value of the line of welfare for the “standard’ household to
the value of the line of welfare.

An analysis of houschold behavior was also conducted in circumstances when
higher than normal expenses were encountered. The reasons for their occurrence and
the sources of funding were also researched, while taking into consideration the role
played by external sources (loans, material assistance) and the utilization of the cash

and material assets accumuiated by households.
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3.1.3. Nutrition

In the analyses that were conducted we have concentrated upon assessing the scale
for when circumstances occur that households cannot afford to assuage their needs for
specific food articles. The sources for households to obtain foodstuffs in a non-cash
form were researched and the share of goods acquired in this fashion was assessed in
terms of satisfying households' total food needs. Subjective assessments of households
were also presented in terms of the level to which their food needs were met and chan-

ges in this level in comparison with the circumstances one year ago and three vears ago.
3.1.4. Affluence

The assessment of affluence in households was conducted by looking primarily
at the following:
¢ the durables they own and their age;

o the savings held and their amounts.

The process whereby households are impoverished as a consequence of selling
off their items. equipment, precious holdings, etc. on account of their poor material
standing was also researched.

The subjective assessments made by households in reference to their affluence
and the changes in their status of affluence in comparison with their status one vear

ago and three years ago were also analyzed.

3.1.5. Housing Conditions

The housing conditions in households were analyzed in reference to the nature
of a household's dwelling and the basic equipment and installations located therein.

Questions concerning the nature of the housing allow us to determine their
status as concerns home ownership, a portion of a home or an apartment. The basic
equipment and installation with which dwellings are outfitted included water pipes.
a flushing toilet. bathroom, warm running water, natural gas and central heating.

The last block of analyses refers to the subject assessment made by houscholds
as concerns their housing conditions and the changes therein in comparison to the cir-

cumstances one vear ago and three years ago.
3.1.6. Health Care

The level and structure of groups of household expenses for health care that we-

re distinguished in this resecarch were analvzed. The scale of circumstances when hou-

16









































































































