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This paper seeks to document and analyse changes in the distribution of wages and 
employment in the transition countries since the collapse of communism. Most countries 
experienced an increase in wage inequality during the initial shock of the transition. Proximate 
causes of this increase seem to be sectoral shifts in employment and increasing inter-industry 
wage differentials. 
In Eastern Europe, where economic growth has restarted, there have been further increases in 
income inequality. These changes are arguably the best guide to future trends in the wage 
distribution. Taking the case of Poland, rising inequality appears to be entirely accounted for by 
an increased incidence of workless households.  This rise in workless households derives from 
two phenomena: rising participation in post-compulsory education and earlier retirement. Also in 
Poland, though there is no change in hourly wage inequality, structural change has had clear 
impacts of the distribution of wages with increased wage premia to education, to growing sectors 
and geographically advantaged regions in the economy and to senior occupations. 
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This paper seeks to document and analyse the stylised facts of what happened to 

the distribution of wages and employment in the transition countries since the collapse of 

communism.  To do this, it is useful to split the 1990s roughly into an ‘initial shock’ 

period and, for some countries, a period of post-shock revival.  

 In section 2 I discuss aggregate trends, showing how real wages and GDP have 

tended to move together, whereas employment, though contracting, has not tracked GDP 

movements very closely.  The main reason for the latter phenomenon is likely to be the 

well-documented tendency to labour hoarding, or perhaps better understood as labour 

retention, especially in the former Soviet countries.  I also document a rise in income 

inequality that is fairly universal in the initial shock period of the transition.  In countries 

where economic growth has revived, though, inequality seems also to be continuing to 

increase.  This is also reflected by (and perhaps partially caused by) increased variation in 

wages across industries.  By contrast, wage inequality have tended to stagnate since the 

initial shock in countries where GDP has also stagnated. 

 Simultaneously there has been a great deal of structural change.  Section 3 

discusses the key features of changes in employment and wages by industry and 

occupation.  Production industry employment has generally shrunk, as has agricultural 

employment except where agriculture has been used as the employer of last resort.  

Agricultural wages have fallen almost everywhere, sometimes dramatically.  Service 

sector employment and wages have risen in most countries.   

In section 4, I switch to a detailed study of the emerging wage distribution in Poland, 

using Polish labour Force data. The two issues on which I focus are: 

1. Analysing the rise in labour income inequality over the later part of the 1990s, in 

particular the contribution of changes in labour market participation. 

2. Analysing the impact of sectoral shifts and privatisation on the wage distribution.   

 I find the late 1990s rise in labour income inequality in Poland is 

accounted for by a rise in the proportion of workless households.  The rise in workless 

households derives from two phenomena: rising participation in post-compulsory 
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education and with earlier retirement. Also in Poland, though there is no change in hourly 

wage inequality, structural change has had clear impacts of the distribution of wages with 

increased wage premia to education, to growing sectors and geographically advantaged 

regions in the economy and to senior occupations. 
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 In general, the economies of Eastern Europe hit their output troughs no later than 

1993, and most have grown quite consistently since.  The exceptions are Bulgaria and 

Romania, where little economic growth has taken place since 1993.  In contrast, the 

general picture of the former Soviet economies is of much deeper output troughs 

occurring significantly later than 1993, if at all.  Only a few of these countries, the Baltic 

states, Belarus and slow-reforming, raw material rich Uzbekistan showed signs of 

economic recovery in the late 1990s.  

 Across the transition countries wages and output have tended to move together.  

To illustrate aggregate movements in real wages, Chart 1 plots changes in real 

consumption wages against GDP changes 1989-1998. The recovery in most of Eastern 

Europe is clear.  Like real wages and output, employment fell almost everywhere, but 

there is little sign of a cross-country Okun relationship, see Chart 2 where changes in 

employment are plotted against changes in output 1989-1998.  Chart 2 reminds us of two 

things.  First, labour hoarding has been much greater in the former Soviet countries.  With 

the exceptions of Romania and Bulgaria, the East European states are the only countries 

to have recorded larger proportional falls in employment than in output.  Perhaps labour 

hoarding is the wrong expression, since it suggests that only the employers have an 

interest in maintaining a job.  As is well known, part of the reason for the maintenance of 

jobs in the face of output collapses in the transition countries lies with social benefits 

provided by enterprises.  Secondly, the data imply that productivity and GDP tended to 

move together across countries.  Therefore the output revivals in Eastern Europe are also 

revivals of productivity growth. 

 

�����������
�������������
���

Many commentators have suggested that an increase in income inequality will be a 

durable, long term feature of the transition process, see for instance, Milanovic (1999), 

Aghion and Commander (1999) and Munich, Svejnar and Terrell, (1999).  The reason for 
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this prediction was a perception that wages were very compressed under communism.  

Munich �
�����������
�
�� put it thus: 

“During a significant part of the twentieth century, over one-third of the 

world’s population lived under the communist system.  A large proportion 

of those who were in the labour force had their wages set according to a 

centrally determined wage grid.  While the effects of the grid have never 

been formally analysed there has been a general perception that earnings 

structures in centrally planned economies were very compressed…”, 

(Munich, Svejnar and Terrell, 1999). 

The fact that the estimated wage returns to education under the old system were very low, 

see for instance Newell and Reilly (1999), seems to support this view.  However, the 

estimated wage equations tended to fit the data quite poorly, see again Newell and Reilly 

(����
�
.).    Studies of wage inequality give an entirely different picture.  Flemming and 

Micklewright (1999) summarise an exhaustive study of income inequality in the 

transition countries as follows, 

‘… it was dangerous to generalise about income distribution in the socialist 

economies, especially in relation to market economies…. as far as the 

earnings of full-time workers are concerned, dispersion towards the end of 

the socialist period…matched that in several OECD economies…’ 

(Flemming and Micklewright, 1999). 

The evidence suggests we cannot make firm predictions about the long-term direction of 

wage inequality, since OECD experience would have been our only reasonable guide.  

Economic theorising also seems unlikely to help us make such predictions, unless the 

preferences of communist planners could somehow be made endogenous.  Recognising 

this, existing models of the wage distribution in transition, see Milanovic (1999) and 

Aghion and Commander (1999), resort to assuming the emerging private sector will 

feature greater wage dispersion than the state sector.  

The dislocations of ‘initial shock’ in the early to mid-1990s caused an area-wide 

rise in income inequality.  As before, we might usefully separate this period from the 

more gradual change in the distribution that will happen as the private sector emerges.  
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Table 1 shows the progress of Gini coefficients for household income for seven transition 

countries 1989-1997.  Among most countries, there has been increasing inequality 

through the 1990s.  There is rising inequality in the late 1990s associated with economic 

growth in the Czech Republic, Hungary and Poland.  In Bulgaria, Romania and Russia, 

macroeconomic stagnation has been associated with a levelling off of inequality.  Table 

2 gives measures of the variance of wages across industries.  Though these data provide a 

very crude measure of inequality, they confirm the broad trend of rising wage inequality 

though the 1990s.  Again, this is visible in the reviving East European economies of the 

late 1990s.  Also again, in some of the former Soviet countries, where employment 

continued to fall through the late 1990s, the large initial rise in inequality steadied after 

1993/4.   

Milanovic (����
�
�) presents strong evidence that the most important factor in this 

near universal rise in household income inequality is rising inequality in wage income 

across households, see his table 6 (����
�
. p315) and table 8 (p319).  This begs further 

clarification.  Rising wage income inequality is (at least) a two-dimensional phenomenon.  

It can come about because of greater inequality of working hours across households 

and/or via rising hourly wage inequalityi.  

The theoretical models of Milanovic and Aghion and Commander (����
�
.) do not 

distinguish between inequality in hourly wages and hours inequality.  Perhaps a tacit 

assumption behind this choice is that hourly wage inequality is likely to be the main 

driving force behind income inequality in the longer term, whereas undesired rises in 

participation or hours inequality will be only transient features of economic 

restructuringii.   

What do we take forward from this section?  Firstly, it seems likely that the most 

reliable evidence on the long-term direction of inequality in transition will come from the 

reviving East European economies.  Secondly a question is raised about the breakdown of 

the rise in wage inequality into hours and participation on the one hand and the hourly 

wage on the other hand. Existing studies for Poland, for instance, show relatively little 

movement in hourly wage inequality through the mid-1990s, see, ��
�������, Newell and 

Socha (1998), Newell and Reilly (1999) and Newell and Reilly (2000).  In section 4 we 
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investigate the contributions of hours and hourly wages to changes in the distribution of 

Polish household labour income during the late 1990s.  Thirdly, the data in table 2 

suggest that the rise in inequality may partly derive from industrial and occupational 

restructuring.  We draw a stylised picture of this restructuring in the next section and 

investigate its impact on Polish wages in section 4.�

�������������������
��
�������� �
�����!���
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I use the broadest of brushes, looking at the shares of agriculture, production 

industries and of services, see table 3.  The share of agriculture in employment has shown 

little average movement, either in East Europe or in the Former Soviet countries.  This 

average hides wide diversity, though.  In the more rapid growing countries such as the 

Czech Republic, Estonia, Hungary, Poland and Slovakia, agricultural employment has 

fallen rapidly.  By contrast, in Bulgaria, Kyrgyzstan and Moldova the share of agriculture 

in employment has risen, suggesting that workers fell back on farming following heavy 

collapses of employment in mining and manufacturing.  Macours and Swinnen (2000) 

analyse the decline in agricultural output in Central and Eastern Europe.  They make it 

clear that, as we have seen at the national level, the movements in employment and output 

are not well correlated.    

A falling share of employment in the production sector (mining, manufacturing 

and utilities) is a region-wide phenomenon caused by various forces.  Firstly, it can be 

partly understood as a rise in the service sector.  Employment in services, as table 3 

shows, was comparatively low under communism.  For example, see the line for Great 

Britain in table 3.  A rise in service sector employment was highly predictable feature of 

transition.  However, the initial shock undoubtedly created severe disruption to activity in 

the production sector, which would have, for instance, borne the heaviest blow from the 

destruction of communist trading patterns.  

Turning to occupations in table 5, there is a visible increase in the share of non-

manual workers in much of the region.  Underlying this trend are general increases in the 

shares of managerial, professional and technical workers, presumably reflecting the rise in 

the service sector.  All the transition countries, especially Romania, have lower non-
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manual employment shares than the United Kingdom, see the last row of the table.  Table 

6 presents the evolution of the share of skilled manual, or craft, workers in total 

employment.  In Estonia and Slovenia where longer series are available, the share is 

falling.  Again, there has been a commensurate downward drift in the share of craft 

employment in the UK during the 1990s. 

 

���������
�����
������������� �������
����

Table 4 gives the wage in each industrial group, relative to the national average.  Relative 

wages in agriculture have fallen almost everywhere and particularly so in the former 

Soviet countries.  This is also consistent with the evidence for Eastern and Central Europe 

of Macours and Swinnen (2000).  Turning to the production sector, despite fairly 

universal reductions in the share in total employment, relative wages in production have 

been maintained or improved in most countries.  Service sector wages have risen a little 

overall, but this sector contains public services (education, health, public administration) 

as well as new private services.  To highlight this heterogeneity, the last two columns 

show the path of relative wages in the financial, insurance and real estate sector, which 

have grown rapidly almost everywhere.   

  

�����!��������

In summary, there has been a rise in wage inequality, rising relative wages and 

employment in the service sector, falling employment and rising wages in the production 

sector and lastly, for agriculture, no overall trend in employment but strongly declining 

wages.  By occupation, there has been a mild drift towards non-manual employment and 

away from skilled manual work, but these trends are no greater than in the United 

Kingdom. 

 Also we have established that, by and large, industrial change in employment and 

the variance of industrial wages were largest in countries where the decline of output has 

been largest.  These seem likely to be the proximate causes of the outbreak of labour 

income inequality during the initial shock period. 



�

 8

 These are suggestive results.  In the next section we narrow our focus to the study 

of the Polish Labour Force Survey to investigate: 

1. the contributions of hourly wages and participation to the growth of household labour 

income inequality, 

2. the impact of sectoral shifts, privatisation and unobserved heterogeneity on the wage 

distribution.   

 

 

"������	����� 
���������� �
������������#����	
�

Household labour income inequality increased substantially in Poland from 1992.  

The first line of Table 7 gives Gini coefficients for household labour income, showing an 

increase from 1992 to 1994, falling back a little to 1997, the last year of the Polish labour 

Force Survey for which household was identified.  

Household labour income per adult can be decomposed into the product of: hourly wages, 

hours per family worker and the household employment to adult population ratio.  Chart 3 

gives the Lorenz curves underlying the Gini coefficients for 1992 and 1997.  The chart 

suggests the rise in inequality is mostly a rise in the share of workless households.  

Changes in participation will be discussed in section 4.1, but before that let us confirm 

that the wage distribution contributes little to the rise in inequality.  Look at the 

distribution of ��������
 household labour income within the group of households who 

receive some labour income, in Table 7.  The 90/10 decile ratio actually contracted, with 

a small rise in the 90/50 decile ratio offset by a reduction in the 50/10 decile ratio.   There 

were almost identical changes in the distribution of hourly wages across individuals.  In 

the middle section of Table 7, we can see a decline in the 90/10 decile ratio for hourly 

wages.  As with household labour income, this change is the product of a small increase 

in the 90/50 decile ratio and a reduction of the 50/10 ratio.  The Gini coefficient for 

hourly wages contracted from 1992 to 1998.  In brief, household labour income became 

more unevenly distributed in Poland through the 1990, but this was not caused by 

increasing individual wage inequality did not cause this; in fact it decreased somewhat.  
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The increase in workless households is discussed in section 4.1.  Section 4.2 

analyses the effects of privatisation and industrial change on the wage distribution. �

�

"����������
�����������
�
���
�����

 Table 7 gives summary statistics of changes in household employment.  First, it is 

clear the proportion of households with no labour income has risen between 1992 and 

1997, from 27.1 percent to 28.8 percent.  This is for three reasons.  First, It seems that as 

young people are delaying the formation of new working households.  We shall see they 

are staying much longer in education, and while they do so, they stay longer in their 

parents’ households.  This fall in the formation of new working households means that a 

higher proportion of the remaining households contain retired workers.  Secondly, the 

population also grew a little older.  The average age of those surveyed in the Polish 

Labour Force Survey (PLFS) rose from 42.8 in 1992 to 43.1 in 1998.  However, the 

average age of heads of households in the PLFS grew from 49.6 to 51.2 over the same 

period.  This massive increase is due to the later formation of young households, to be 

illustrated below, and to earlier retirement.   

To illustrate the effects of these changes, look at the evolution of two-adult 

households.  First, there was a decline in the share of two-adult households over the 

period, from 43.5 percent of all households to 41.8 percent. Clearly the destruction of 

such households outstripped the creation of new households.   However, the share of two-

adult households with both members over 55 and neither participating in the labour 

market rose from 7.8 percent to 9.2 percent of the household population.  This rise (1.4 

percentage points) accounts for almost the entire rise (1.7 percentage points) in the share 

non-employed households.  

 Secondly, the rise of the share of households without work is also reflected in the 

overall decline in individual participation in Poland during the period of economic 

recovery.  Participation rates fell for all age groups between 1992 and 1998. The largest 

falls were among 15 to 24 year-olds, whose participation rate fell from 46.5 percent to 

37.2 percent, and among over-55 year-olds, whose participation rate fell from 25.1 
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percent to 22.5 percent.  These two groups account for about two-thirds of the fall in 

participation.   

The most dramatic change was among 20-24 year olds.  In 1992 13.1% of these 

were in full-time education and living in the parental home, whereas 24.2 percent had left 

education and formed new households.  By 1998, the percentage still in education and 

living at home had risen to 20.8% while the share who had left education and set up their 

own home had dropped to 17.6%.  The decline in marital status among 20-24 year-olds 

reflects the trend towards later household formation.  In 1992 39 percent of young adults 

were married.  By 1998 this had fallen to 26%.   The trend to later household formation 

has by no means finished working its way through the population.  The proportion of 19 

year olds remaining in full-time education rose every year from 1992 to 1998. 

This is a timely reminder that not all rises in cross-section inequality are bad.  If 

young people take more full-time education, then cross-section inequality must rise in 

steady-state, even if there are no effects of the distribution of wages and thus no change in 

lifetime income inequality. 

 

"������������
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����������
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Finally we investigate how, if at all, the transition has impacted on wages in 

Poland during the post-initial shock period.  Table 8 compares the structure of 

employment and the degree of privatisation by industry between 1994 and 1998.  1994 is 

the earliest year for which the Polish Labour Force Survey incorporated internationally 

standard industrial and occupational codes. The shares of agriculture, mining and utilities 

all fall over the period, while the shares of construction, transport, finance and especially 

trades (retail and wholesale trade, hotels and restaurants) have all increased.  Of the old 

‘production industries’ only manufacturing has maintained its share of employment.  

Privatisation has been dramatic.  The private sector share of employees in 

employment increased from 25% in 1994 to 40% in 1998, by which time manufacturing, 

trade and construction employment was mostly privatised. 
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The variance of wages is larger in the private sector, though the gap is closing.  In 

1992 the variance of log wages in the private sector was 15% higher than in the public 

sector, but by 1998 this gap was only 1.7 %.  Newell and Socha (1998), using the Polish 

Labour Force Survey, found that estimated private sector wage equations fitted less well 

than identical specifications estimated on public sector data.  They interpreted this as 

demonstrating the greater importance of unobserved individual productivity 

characteristics for wage determination in the private sector.    

In order to re-inspect this in the 1994 and 1998 data, I estimated identically-

specified log hourly wage regressions for private and public sectors, by gender. Table 10 

gives goodness of fit statistics for all eight regressions.  It is clear in the 1994 data that the 

private sector wage regressions fit much less well than those for public sector pay.  This 

is in line with previous findings.  For 1998, however, after a great expansion of the 

private sector, there is no clear difference between goodness of fit statistics across sectors.  

Thus, though privatisation increased between 1994 and 1998, this seems not to be due to 

an increasing importance of unobserved productivity characteristics.   

Table 9 reports estimates of education, industry, occupation, sector and location 

on log hourly wages for the 1994 and 1998.  For education, it is noticeable that all 

coefficients rise between the two dates, and significantly so for secondary education.  

Note that controls for occupation are included, so the education coefficients reflect an 

impact on wages other than via sorting into broad occupational category.   A test of the 

joint significance of the increases in the education coefficients gives an insignificant 

result (t=1.3)iii.   

The industries that grew over the period such as construction, trade, transport and 

finance receive often significantly increased wage premia, whereas in declining 

industries, such as mining and the utilities the premia fall significantly.  By occupation, 

white-collar premia all rose, though none are individually significant.  A test for the joint 

significance of the increases in the five white-collar premia yielded  t = 2.6.   
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In summary, these result tells us that alongside falling wage inequality in Poland 

between 1994 and 1998 there has been a general increase in the wage returns to 

observable characteristics, improving the goodness of fit of wage regressions and 

reducing the residual variance.iv 

 

$��%����
�����
�
  This paper has recorded the decline real wages and output in the initial shock 

period of transition.  Employment also declined almost universally, but across countries, 

this was not correlated with changes in output.  The most likely reason is the well-

documented tendency to labour hoarding, perhaps better understood as labour retention, 

especially in the former Soviet countries.  The size of the initial shock is also associated 

with the scale of sectoral shifts in employment and rising inter-industry wage 

differentials.  This combination of collapsing real wages, sectoral shifts in employment 

and increasing industrial wage diversity seem likely to be the main candidates for the 

general increase wage inequality during the initial shock period. 

 In Eastern Europe, where economic growth has restarted, there have been further 

increases in household income inequality.  Taking the case of Poland, I have found this 

rise in inequality associated with an increased incidence of workless households 

associated with increased education participation, later household formation and earlier 

retirement.  An increase in income inequality is a natural and entirely benign consequence 

of a movement to improved education levels.  For Poland, the rise in household inequality 

is not related to increasing wage inequality among individual workers.   Individual wage 

inequality actually fell in Poland, despite there having been increased wage premia to 

education, to growing sectors and regions in the economy and to senior occupations.   

Of course it would be very interesting to repeat this work for other countries.  
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Chart 1:Changes in real wages and output 1989-1998. 
�
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Chart 2: Changes in employment and GDP 1989-1998 
 
 

GDP in 1998/1989, percent

14012010080604020

Employment
1998/1989,
percent

140

120

100

80

60

40

Kyrg’sta

Kaz’stan

Georgia

Ukraine

Russia
Moldova

Belarus
Lith’nia

Latvia
Estonia

Romania

Bulgaria

Croatia
Slovenia

Hungary

PolandSlovakia
Czech R.

 



�

 17

 
Chart 3: Lorenz curves for monthly household labour income, Poland 1992 and 1997 
 
Source: Polish Labour Force Survey. 
Key: solid line, represents November 1992, dashed line represents November 1997 
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Table 1  Income inequality:  Gini coefficents 
6���� �787� �779� �77�� �77�� �77�� �77"� �77:� �775� �77;�
/�������� . . . 0.331 0.335 0.374 0.384 0.357 0.366 
�<�
��0��� ��
� 0.198 0.190 . 0.215 0.214 0.230 0.216 0.230 0.239 
)������� 0.225 . 0.209 . 0.231 0.234 0.242 0.246 0.254 
$������ 0.275 0.268 0.265 0.274 0.317 0.323 0.321 0.328 0.334 
0������� 0.237 0.227 0.258 0.259 0.267 0.264 0.306 0.302 0.305 
0������ 0.265 0.236 0.257 0.363 0.381 0.405 0.385 . . 
!��#����� . . 0.265 0.259 0.320 0.246 0.264 0.252 . 
Source:UNICEF (1999), Table 10.13, page 144. 
 
 
 
 
Table 2: The coefficient of variation of industrial wages* 
6���� �787	79� �77�	7"� �77;	78�
/�������� 0.10 0.28 0.27 
����
��� 0.19 0.14 . 
�<�
��0�� . 0.15 0.23 
)������� . 0.21 0.23 
0������� . 0.16 0.36 
!��#�*��� . 0.15 0.33 
'�������'
����� 
� (
�)� (
�)�
�    
=<�� ��3��� 0.27 0.60 0.61 
/������� 0.18 0.41 . 
%�
����� 0.19 0.43 . 
-�
#��� . 0.35 0.28 
>�<�*��
��� 0.21 0.43 0.33 
>����<�
��� 0.18 0.31 0.37 
1����#�� 0.23 0.34  
0������ 0.22 0.44 0.40 
*������+������ (
��� (
"�� (
"(�
0������
���
����    
?���
�/��
���� 0.22 0.21 0.24 
Source: author’s calculations using ILO data from: http://laborsta.ilo.org/. 

* Data on wages by industry are combined into seven industrial categories for 
comparison.  The seven categories are: agriculture, production, construction, trade, 
transport, finance and real estate, and other services. 
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Table 3: Percentage shares of employment by industry in 1989 and 19981. 
� =���
��
���� $����

���� $� ��
�!��#�
��� =������#�
����
� �787� �778� �787� �778� �787� �778� �787� �778�

/�������� 18.7 25.7 37.7 26.4 18.4 21.2 43.6 47.9 
����
��� 5.0 4.6 38.4 33.1 20.1 24.4 56.8 62.3 
�<�
��0��� ��
� 8.7 5.9 41.2 38.6 22.8 23.3 50.1 55.5 
)������� 11.3 7.5 29.7 28.0 25.5 27.4 59.0 64.5 
0������� 9.6 6.4 47.1 43.6 14.8 17.6 43.3 49.9 
!��#�*��� 15.0 8.9 32.8 34.2 20.5 29.9 47.1 56.9 

'�������'
����� ��
"� ,
)� �-
)� �"
(� �(
"� �"
(� $(
�� $.
��
�         
=<�� ��3��� 31.6 29.3 20.6 9.9 22.9 31.1 47.8 60.8 
%�
����� 20.1 7.1 29.9 27.4 20.5 27.0 48.6 63.6 
>�<�*�
��� 21.9 17.3 21.0 22.1 30.3 36.7 57.1 60.6 
>����<�
��� 33.2 48.7 16.5 6.1 29.1 26.5 50.2 45.2 
0������ 13.9 14.2 29.4 22.6 21.1 25.0 56.4 63.0 
*������+������ �"
�� ��
�� ��
$� �-
.� �"
)� �,
�� $�
(� $)
-�
0������
���
����         
?���
�/��
���� 1.4 1.3 23.2 18.4 28.6 29.8 75.4 81.0 

Source: author’s calculations using ILO data from: http://laborsta.ilo.org/. 
In this table, agriculture refers to agriculture, forestry and fishing; production includes 
mining, manufacturing and energy; services includes financial and real estate, public and 
other services, construction, trade and transport.  
1the first date is 1989, except for: Czech Republic (1993), Hungary (1992), Latvia (1992), 
Romania (1993), Russia (1990) and Slovakia (1991).  The second date is 1998, except for 
Croatia (1996), Moldova (1994), Estonia, Romania, Russia and Slovakia, all (1997). 
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Table 4: Relative wages by industry in 1989 and 1998*. 
�%�
��
������#���
�����
������
�����

����#�����������
��
�����
�������#�������������
� =���
��
���� $����

���� !��#�
��� @&0%��
� �787� �778� �787� �778� �787� �778� �787� �778�
/�������� 0.97 0.89 1.00 1.14 0.91 0.88 1.11 1.61 
����
��� 0.94 1.01 0.94 0.94 1.18 1.08 1.28 1.28 
�<�
��0��� ��
� 0.88 0.79 1.01 1.01 1.02 1.11 1.27 1.78 
)������� 0.69 0.99 0.72 1.03 1.12 1.03 1.41 1.42 
0������� 0.85 0.74 1.02 1.10 0.93 0.97 1.13 1.77 
!��#�*��� 1.00 0.80 1.01 1.03 1.02 1.11 1.06 1.94 
'�������'
����� (
),� (
)-� (
,$� �
("� �
(�� �
(�� �
��� �
.��
�         
=<�� ��3��� 1.05 0.63 1.45 3.19   1.28 4.75 
/������� 0.96 0.65 1.11 1.23 0.86 0.89 0.99 2.19 
%�
����� 1.11 0.73 1.86 1.05 0.82 1.22 0.91 2.03 
>�<�*�
��� 1.03 0.67 1.15 1.28   0.87 4.39 
>����<�
��� 0.90 0.48 1.23 1.30 0.86 0.76 1.06 1.30 
1����#�� 0.92 0.72 1.14 1.34 0.81 1.07 1.03 2.13 
0������ 0.85 0.74 1.02 1.10 0.97 1.06 1.40 1.83 
*������+������ (
,-� (
..� �
�-� �
$(� (
).� �
((� �
()� �
..�
0������
���
����         
?���
�/��
���� 0.60 0.63 0.97 0.97 1.13 1.19 1.24 1.21 
Source: author’s calculations using ILO data from: http://laborsta.ilo.org/. 
In this table, agriculture refers to agriculture, forestry and fishing; production includes 
mining, manufacturing and energy; services includes financial and real estate, public and 
other services, construction, trade and transport. FIRE refers to finance, insurance and 
real estate. 
*the first date is 1989, except for: Czech Republic (1993), Hungary (1992), Latvia 
(1992), Romania (1993), Russia (1990) and Slovakia (1991).  The second date is 1998, 
except for Croatia (1996), Moldova (1994), Estonaia, Romania, Russia and Slovakia, all 
(1997). 
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Table 5: The percentage share of non-manual workers in total employment 
� �77�� �77�� �77�� �77"� �77:� �775� �77;� �778�
����
���      50 52 54 
�<�
��0��� ��
�   51 44 53 53 54  
)�������     51 52 52 53 
$������     43 43 44 46 
0�������    26 26 28 28 27 
!��#�*���    51 53 52 53 53 
!��#�����   51 52 51 53 51 51 
�         
%�
����� 47 48 50 51 53 54 53 54 
-�
#���     49 48 46 48 
0������       51 51 
�         
A��
���>������� 65 66 67 68 68 69 70 70 
Source: author’s calculations from ILO data from: http://laborsta.ilo.org/. 

 
 
Table 6: The percentage share of craft workers in total employment 
� �77�� �77�� �77�� �77"� �77:� �775� �77;� �778�
����
���      13 14 12 
�<�
��0��� ��
�   21 19 21 21 21  
)�������     23 22 22 23 
$������     20 19 19 19 
0�������    19 18 18 17 19 
!��#�*���    21 21 20 20 21 
!��#�����   14 14 14 14 13 11 
�         
%�
����� 22 21 20 20 19 18 17 17 
-�
#���     15 15 15 15 
0������       17 17 
�         
A��
���>������� 15 14 13 13 13 12 12 12 
Source: author’s calculations from ILO data from: http://laborsta.ilo.org/. 
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Table 7: The distribution of household and individual labour income in Poland 1992 and 
1997/1998. 
� �,,�� �,,"� �,,-�
?��������B����������������� ������
���� 0.552 0.602 0.584 
�    
)������������
�� �
����������������
�    
!�������
���
�����
����*���� 27.2 29.0 28.8 
!�����������
����������
�����*� 26.3 23.2 23.1 
�	����
�������������C�� 43.5 44.8 41.8 
�	����
��������������
��������������
��C�� 11.9 13.7 13.2 
�	����
��������������
��������������
����� �
���#���::�
������

7.8 9.2 9.2 

�    
� �� =����� ����������� ��
�� ��
������ �� ���� ��
���(� ����
����
�������������
�����

   

����794�9���
������
��� 4.39 4.28 4.17 
����794:9���
������
��� 2.08 2.09 2.08 
����:94�9���
������
��� 2.11 2.05 2.00 
���?��������B� 0.338 0.338 0.339 
�    
� �,,�� �,,"� �,,)�
&�#�����������
�
���
������
����C��    
���=�����:D� 61.1 58.0 55.4 
���=�����:	�"� 46.5 46.8 37.2 
���=����::D� 25.1 22.5 22.5 
�    
&���#�������������������    
����794�9���
������
��� 3.11 3.00 2.89 
����794:9���
������
��� 1.87 1.89 1.90 
����:94�9���
������
��� 1.66 1.58 1.52 
����?���� 0.262 0.255 0.247 
�    
=#�������������������*��� 39.1 40.1 40.8 

�    
$��
��
��������9	�"������������������	
�������
�
����� 14.5 16.2 22.4 
$��
��
��������9	�"�������������������� 39 33 26 
Source: author‘s calculations from the Polish Labour Force Survey. 
1 difference significant at the one percent level. 
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Table 8: Industrial change and privatisation in Poland 1994-1998 
� �77"� �778�
&����
��� !��������

���������
�
C�

%��������
������C�����
���#�
����

���

!��������
���������
�

C�

%��������
������C�����
���#�
����

���

=���
��
���� 25.5 15.4 21.3 37.7 
1������ 3.0 3.2 2.3 7.0 
1�����

������ 20.8 36.7 20.5 59.7 
A
���
���� 1.7 8.4 1.6 16.4 
����
��

���� 5.7 58.2 7.0 76.1 
������ 12.7 58.3 15.1 80.5 
��������
� 5.3 10.9 5.9 20.4 
@����
�� 3.7 17.9 5.0 33.9 
$� ��
������
�������#�
��� 21.4 5.1 21.3 6.1 
Source: author‘s calculations from the Polish Labour Force Survey. 
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Table 9: Modelling log hourly wages 
� 2�#�� ���

�77"�
2�#�� ���

�778�
∆  

1998−1994�
������
������
�
������#���    
�������
���������������������    
��A��#����
�� 0.412** 0.416** 0.004  
��$��
����
������� 0.172** 0.184** 0.012 
��E�
�
��������
������� 0.143** 0.180** 0.037* 
��?���������
������� 0.124** 0.151** 0.027* 
��-�����#�
�
������ 0.060** 0.074** 0.014 
�    
&����
����������
���� ��
����#�
����    
��=���
��
���� -0.079** -0.036* 0.043 
��1������ 0.407** 0.345** -0.062** 
��1�����

������ 0.019* 0.046** 0.027* 
��A
���
���� 0.244** 0.194** -0.050* 
������
��

���� 0.029* 0.099** 0.070** 
�������� -0.015 0.033** 0.048** 
����������
� 0.050** 0.088** 0.038* 
��@����
�(��������
���

�� 0.094** 0.111** 0.017 
���    
'

���
�����������
���*��������������    
��1���������� 0.295** 0.377** 0.082 
��$������������ 0.120** 0.214** 0.094 
����
���
��� 0.126** 0.161** 0.035 
�������
��� 0.028 0.087** 0.059 
��!����� -0.030 -0.019 0.011 
��!���	�*������������� 0.031 0.054 0.023 
��A��*�������������� -0.128** -0.071* 0.057 
    
@�������<���������
�F�99��    
��A�����5����������� -0.173** -0.145**  
��5�
���9����������� -0.109** -0.098**  
���9�
��:9����������� -0.073** -0.057**  
��:9�
���99����������� -0.069** -0.041**  
���    
.������ 0.174** 0.206**  
.��
���� ������
���
���� 0.026** 0.036**  
$��#�
����

��� 0.129** 0.085**  
�    
�=�3��
���0	��� 0.424 0.446  
)�
����*����
�
�
��χ2����� 15.0 14.6  
������� 0.3109 0.2938  
2� 15608 15000  
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2�
���
���� ���7�
Method of Estimation: Ordinary Least Squares, standard errors calculated using White’s 
(1980)  Heteroscedasticity-consistent covariance matrix. 
Additional variables in both models were: Potential experience and its square, tenure and 
its square, presence of disability, gender, marital status, relation to head of household and 
number of spells of unemployment since 1990. 
* and ** indicate significance at the 5 percent and 1 percent levels. 
Data samples are all full-time employees in the relevant sweeps of the Polish Labour 
Force Survey. 
 
 
 
 
Table 10: Goodness of fit (Adjusted R2) statistics for log hourly wage regressions 
� �77"� �778�
$� ��
���

���   
���.����� 0.428 0.444 
���1��� 0.432 0.437 
$��#�
����

���   
���.����� 0.336 0.463 
���1��� 0.352 0.422 
2�
���
��
� ����9��
Sample and Method: see table 9. 
The estimating equations were specified are as the equation in Table 9, except that a full 
set of county (voivodship) dummies were included in place of the regional variables. 
 
 
 
 
 
�%����
�� 
                                                 
i In the context of many of the former Soviet countries, the existence of wage arrears demands a further 
decomposition. 
ii OF course the transition may well bring about desired changes in participation and hours. For example, the 
high participation rate of women in full-time employment under communism seems unlikely to remain.  
iii Very similar results are obtained even if occupation indicators are omitted from the equation. 
iv Of course, the variance of log wages is not many people’s preferred measure of wage inequality.   An 
approximate decomposition of the hourly wage Gini coefficient into fitted and residual components gives a 
broadly consist picture. 
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