Proceedings of the 2018 International Scientific Conference ‘Economic Sciences for Agribusiness and Rural Economy’

No 1, Warsaw, 7-8 June 2018, pp. 194-200

ISBN 978-83-7583-802-2

DOI: 10.22630/ESARE.2018.1.27

REGIONAL DISPARITIES OF INCOME SITUATION AMONG RURAL
HOUSEHOLDS IN THE CONTEXT OF THE COHESION POLICY

IN POLAND

Andrzej Woloszyn, Msc'; Romana Glowicka-Woltoszyn, PhD?
Joanna Stanistawska, PhD?; Teresa Oliveira, PhD, Assistant Professor?

12 3 Faculty of Economics and Social Sciences, Poznan University of Life Sciences
4 Departamento de Ciencias e Tecnologia, Universidade Aberta

ABSTRACT

The aim of the study was to assess regional income disparities among rural households in Poland in 2005,
2010 and 2015. Simultaneous analysis of changes in affluence and its inequality allowed for a deeper look
at the convergence processes in the context of the cohesion policy. The research drew on microdata from the
Household Budget Surveys conducted by the Central Statistical Office (GUS). Household income situation
or its affluence was proxied by total expenditure. Between 2005 and 2015, despite rising affluence and falling
overall inequality, the divergence processes were found to prevail.
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INTRODUCTION

One by one the countryside embraces households
attracted to the rustic but reluctant to give up the ur-
ban lifestyle. What they seek are rewards of living
just outside the city: lower costs, cleaner air, lack of
noise. The country now, especially within the reach
of a large metropolis, has become a mix of agricul-
tural and non-agricultural households, following
major demographic changes, such as positive net
migration and better age structure than in the cities

(Lacka 2017; Stanistawska and Gtowicka-Wotoszyn
2017). Also, between 2007-2014 employment in
rural areas fell notably for agriculture and rose for
industry, construction and services (Lacka, 2017).
These changes contributed to the improvement of the
households income situation — still though, the place
of residence ‘remains a discriminating factor of the
level, dynamics and structure of household income
and expenditure’ (GUS, 2010).

Poland’s accession to the EU provided an impor-
tant stimulus to reduce inequalities in social and eco-
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nomic development, promising improvement of the
income situation also to rural households (Kozera,
Stanistawska and Wysocki, 2014). Behind the prom-
ise stood various EU programs, such as the Common
Agricultural Policy and the Cohesion Policy. The av-
erage real income of farmers households has in fact
been rising, and markedly so, both through direct pay-
ments and as a result of increases in agricultural pric-
es and production coupled with real decrease in ex-
penditures (GUS, 2010). This positive trend notwith-
standing, low income level of many rural households
still persists due as it seems to regional divides that
manifest themselves in unequal access to education,
labour market, and social and physical infrastructure.
Such setback hinders the progress towards a socio-
economic cohesion, especially in its territorial aspect,
which is the main objective of the Strategy for Re-
sponsible Development adopted in 2017 by the Polish
government. Its 2020 objectives include: ‘increasing
the average household gross disposable income per
capita to 76-80% of EU average’ and reducing the
income disparities between regions (Resolution No
8 of the Council of Ministers, 2017). Monitoring of
regional rural household income inequalities is an
important element of each country’s cohesion policy.
It helps policy makers recognize potential threats to
the accomplishment of social and economic objec-
tives, and predict the scope and character of negative
consequences of their failure. Such failures often af-
fect underdeveloped regions more deeply and range
from mass migrations and ensuing population aging,
through worsening investment climate, to social apa-
thy paired with prevailing entitlement attitudes.

The aim of the empirical research was to diagnose
changes in the income situation of rural households
across the regions of Poland and between 2005, 2010
and 2015, including the level of income and its in-
equality.

MATERIALS AND METHODS

The research drew on microdata from the Household
Budget Surveys conducted by the Central Statistical
Office (GUS) in 2005, 2010 and 2015, that examined
respectively 34,767; 37,412 and 37,148 households,
roughly 42% of which were rural.

In the study, the income (or affluence) was prox-
ied by the level of spending. According to Kot (2003)
affluence of Polish households is better reflected
by total expenditures, being less prone to deliberate
misclosures than net disposable income. Brzezinski
(2002) also supports this view citing Slesnick’s
(1998) ‘consumption smoothing hypothesis’, that
equates consumption affluence with Friedman’s ‘per-
manent income’ affluence. The last idea is especially
important in the case of farmers households, were
monthly disposable income seasonality can be ex-
treme (cf. Woloszyn, 2013). To compare households
with different demographic composition, modified
OECD scale was used (Dudek, 2011) arriving finally
at real (in 2015 prices®) equivalent expenditures® as
the measure of household affluence or income’. The
two last expressions will be used interchangeably
throughout the paper.

Income inequality of rural households in Polish
provinces was assessed with Gini coefficient (Cow-
ell, 2009; Panek 2011; Kot, 2012), the most popular
index of inequality, that ranges between 0 (for per-
fectly equal distribution) and 1 (for perfectly unequal

one):
1 Z,-ZJ% _y./|

2 N?

G =

where:

N — number of households;

u — average expenditures;

Yi» y; — expenditures of the i-th and j-th households.

5 The calculations were based on CPI indices from Roczne wskazniki (GUS, 2017).

® The exact classification of household expenditures covering expenditures on consumer goods and services and other ex-
penses is presented on pp. 62-63 of Metodologia Badania Budzetow Gospodarstw Domowych (GUS, 2011).

7 One should bear in mind that inequality calculated from this measure will be smaller than from the theoretical ‘permanent
income’, MPC being lower for the richer than for the poorer households.
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RESULTS

In 2005 the most affluent were the rural households of
Opolskie, Lubuskie and Slaskie (Table 1). They aver-
aged, by real equivalent expenditures, PLN 1,365;
1,322 and 1,211 respectively, higher than the aver-
age for Polish rural households by 25, 21 and 11%.
Conversely, the northern provinces of Warminsko-
-Mazurskie, Zachodniopomorskie and Pomorskie
recorded the lowest levels of affluence, between PLN
964 and 970, that were all roughly 11% below the
national average.

Economic prosperity, continuous rise of house-
hold income nationwide (GUS, 2010), Poland’s
accession to the EU with increases in agricultural
prices, subsidies and production (Kozera and Wy-
socki, 2014) all translated into significant improve-
ment of rural households income situation between
2005 and 2010 (by 28.4% to the level of PLN 1,400).
The largest increases were recorded in the following
provinces: Pomorskie (by as much as 45.5%), Maz-
owieckie (by 44.2%) and Kujawsko-Pomorskie (by
42.9%). In 2011 all Polish households felt clear signs
of economic downturn: it was the first year since
2004 when year-to-year disposable income fell down
(GUS, 2011). The ensuing period of depression and
slow recovery, up until 2015, saw reduction of rural
households affluence levels in six provinces (by 1—
—4%) and only slight growth in the remaining ones
(by 1-9%), except in Zachodniopomorskie, where an
increase by 14% was recorded. Overall rural house-
hold affluence growth between 2010 and 2015 was
small — of only 2%.

In 2015 the rural affluence level averaged PLN
1,428 and was less unequal across provinces than in
2005. The highest levels were recorded in Slaskie,
Mazowieckie and Dolnoslaskie (respectively 15.2,
11.8 and 10.9% higher than the national rural house-
hold average), while the lowest in Warminsko-Ma-
zurskie and Swietokrzyskie (respectively 14 and 11%
lower) — Table 1.

Income inequality among all rural households, de-
termined from equivalent expenditures and measured
by the Gini coefficient, was 0.299 in 2005 (Table 2),
slightly lower than for all households, which was
0.320 (Wotoszyn, 2013). The period between 2005

196

and 2015 witnessed reductions in the rural inequality
both nationwide and province-wide, with the excep-
tion of Swigtokrzyskie (Table 2).

All in all, between 2005 and 2015 a 31% increase
in overall affluence of rural households (Table 1)
was accompanied by a decrease in income inequality
by 0.011 (Table 2), which might suggest unfolding
of some convergence processes. However, in-depth
analysis of the rural affluence of individual provinces
does not give such an unambiguous assessment of
changes.

A particularly high increase in affluence was
recorded in the following provinces: Slaskie (by
35.8%), Mazowieckie (by 40.5%), Dolnoslaskie
(by 50.6%), Pomorskie (41.0%), Kujawsko-Pomor-
skie (41.5%) and Zachodniopomorskie (by 45.9%).
However, only in the cases of Kujawsko-Pomor-
skie, Zachodniopomorskie and Pomorskie the in-
crease may be considered as cohesion enhancing,
as their affluence in 2005 was below the national
average by 8% and 11% (the gap having shrunk in
2015 to just 0.4% and 1.5% respectively for Ku-
jawsko-Pomorskie and Zachodniopomorskie and
to 4.0% for Pomorskie). Increases in the first three
provinces, where in 2005 affluence had already
been well above the average, were clearly cohesion
weakening. The reason for this is rather simple: the
existence of three strong and expansive metropolis-
es, where advancing suburbanization sprawls onto
adjacent rural communes. On the other hand, small
affluence increase in Lubuskie and Opolskie prov-
inces (that had the highest initial affluence in 2005),
translated into sharp falls of relative affluence (to
104.6 and 108.3%, respectively), that were seem-
ingly cohesion enhancing. It is worth noting howev-
er, that slow growth in Lubuskie and Opolskie was
largely due to mass emigration, drop in birth rates
and rapid population ageing (Bartkowiak-Bakun and
Standard, 2014; Kubiciel-Lodzinska and Makolska-
-Frankowska, 2016). It is unclear how durable is the
current slowdown, but if the trend continues, the
rural affluence of these provinces will drop below
the national average, reversing the apparently good
cohesion indicators.

Figure 1 presents the affluence of rural house-
holds in 2005, 2010 and 2015 together with its

PART 2. Policy towards agriculture and rural areas



Table 1. Real and relative (in relation to the average of rural households in Poland) affluence level of rural house-
holds by province and its changes between 2005, 2010 and 2015

Affluence Affluence changes Relative affluence (Poland = 100)

Province (PLN/equivalent person) (const. =2005) (%) (%)

2005 2010 2015 2010 2015 2005 2010 2015
Dolnoslaskie 1052 1452 1584 38.0 50.6 96.5 103.7 110.9
Kujawsko-Pomorskie 1 006 1438 1423 42.9 41.5 923 102.7 99.6
Lubelskie 1092 1242 1334 13.7 222 100.2 88.7 934
Lubuskie 1322 1470 1494 11.2 13.0 121.3 105.0 104.6
Lodzkie 1135 1423 1506 254 32.7 104.1 101.6 105.5
Matopolskie 1102 1344 1369 22.0 242 101.1 96.0 95.9
Mazowieckie 1137 1 640 1597 442 40.5 104.3 1171 111.8
Opolskie 1365 1586 1 546 16.2 13.3 125.2 113.3 108.3
Podkarpackie 1039 1270 1286 222 23.8 95.3 90.7 90.1
Podlaskie 1109 1250 1327 12.7 19.7 101.7 89.3 92.9
Pomorskie 970 1411 1368 455 41.0 89.0 100.8 95.8
Slaskie 1211 1547 1645 27.7 35.8 111.1 110.5 115.2
Swigtokrzyskie 997 1309 1269 31.3 27.3 91.5 93.5 88.9
Wielkopolskie 1069 1370 1387 28.2 29.7 98.1 97.9 97.1
Warminsko-Mazurskie 964 1272 1226 32.0 27.2 88.4 90.9 85.9
Zachodniopomorskie 964 1233 1 406 27.9 45.9 88.4 88.1 98.5
Poland 1090 1 400 1428 28.4 31.0 100.0 100.0 100.0

Source: own calculations based microdata from House Budget Survey (2005, 2010, 2015).

Table 2. Income inequality of rural households by province and its changes between 2005, 2010 and 2015

Province Gini - 100 Gini changes - 100 (const.= 2005)
2005 2010 2015 2010 2015
Dolno$laskie 314 314 29.6 0.0 -1.8
Kujawsko-Pomorskie 28.1 30.0 28.0 1.9 -0.1
Lubelskie 29.2 30.5 28.0 1.3 -1.2
Lubuskie 33.1 27.8 26.8 =53 -6.3
Lodzkie 28.5 30.1 28.2 1.6 -0.3
Matlopolskie 28.8 25.6 28.2 3.2 —0.6
Mazowieckie 30.2 339 28.5 3.7 -1.7
Opolskie 30.1 29.6 28.3 0.5 -1.8
Podkarpackie 27.4 24.7 27.4 2.7 0.0
Podlaskie 31.8 29.5 28.8 -23 -3.0
Pomorskie 30.5 33.8 29.5 33 -1.0
Slaskie 29.6 30.7 28.7 1.1 -0.9
Swigtokrzyskie 27.1 30.5 28.8 3.4 1.7
Wielkopolskie 30.8 27.4 28.9 -34 -1.9
Warminsko-Mazurskie 30.9 32.5 28.8 1.6 2.1
Zachodniopomorskie 28.2 27.3 26.0 -0.9 2.2
Poland 29.9 30.1 28.8 0.2 -1.1

Source: own calculations based microdata from House Budget Survey (2005, 2010, 2015).
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Province designations: DSL — Dolnoslaskie, KPM — Kujawsko-Pomorskie, LBL — Lubelskie, LBS — Lubuskie, LDZ — Lodzkie,
MPL — Matopolskie, MZW — Mazowieckie, OPL — Opolskie, PKR — Podkarpackie, PLS — Podlaskie, PMR — Pomorskie, SLS
— Slaskie, SWK — Swigtokrzyskie, WPL — Wielkopolskie, WRM — Warmifisko-Mazurskie, ZPM — Zachodniopomorskie, POL — the

whole country.

Figure 1. Affluence and inequality in rural households in Poland in 2005, 2010 and 2015

Source: own calculations based microdata from House Budget Survey (GUS 2005, 2010, 2015).

inequality by provinces, illustrating simultaneously
the range of both measures and the changes that
happened between the studied years. One can see
immediately that diamonds corresponding to prov-
inces in 2005 are placed far to the left of triangles
and squares that correspond to provinces in 2010
and 2015. This shows that the significant increase in
rural affluence occurred mostly between 2005 and
2010. Also, the squares keep rather to the lower right
side of the chart, while triangles to the upper right
side (although with much overlap), demonstrating
slow affluence growth coupled with reduction in its
inequality that took place between 2010 and 2015
for most provinces.
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CONCLUSIONS

The research on the income situation of rural house-
holds in Poland found a significant affluence increase
in all provinces between 2005 and 2010, concurrent
with a slight rise of affluence inequality in most prov-
inces. Conversely, the period between 2010 and 2015
saw only a minor affluence growth, but generally
with a pronounced drop in inequality.

In some provinces convergence processes were
observed: rural affluence levelled towards the nation-
al average and income inequality decreased. I would
be impossible however, to claim these changes were
the result of a targeted cohesion policy. Only in the
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case of three provinces, Kujawsko-Pomorskie Za-
chodniopomorskie and Pomorskie, can one speak of
simple convergence processes — improvement of the
relative income situation, approaching affluence lev-
els of the national average and a decrease in income
inequalities. This is not exactly the case of Opolskie
and Lubuskie. These provinces formally exhibited
outward signs of cohesive processes, having in 2005
lead the ranking of rural affluence and moving down
in 2015, but these changes were most likely a result
of a profound demographic crisis, and not of a more
dynamic growth in the remaining provinces.

On the other hand, changes in two provinces:
Slaskie and Mazowieckie were clearly of divergent
character, and likely the result of influence exerted
by their large urban centres. That influence was chan-
nelled through suburbanization and multifunctional
development of metropolitan rural hinterlands. All in
all, the study did find some evidence of ongoing con-
vergence processes, but restricted or hardly tenable.
Divergence processes, on the other hand, seemed
to be rising on sounder foundations and manifested
themselves far more clearly.
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