OLSZTYN ECONOMIC JOURNAL @@@@

2020, 15(4), 313-325
ISSN 1897-2721 e-ISSN 2083-4675 DOL: 10.31648/0e].6854

ORIGINAL PAPER

DIFFERENCES IN THE LEVEL AND STRUCTURE
OF CONSUMPTION OF POLISH HOUSEHOLDS
FROM 2010-2019

Agnieszka Kowalska

Faculty of Economic Sciences
University of Warmia and Mazury in Olsztyn
ORCID: https://orcid.org/0000-0001-5219-8918

e-mail: a.kowalska@uwm.edu.pl

JEL Classification: D11, D12.

Key words: Polish households, level and structure of consumption, economic welfare, disposable
income, consumer spending, propensity to consume.

Abstract

This article aims to assess the level and structure of household consumption and its social
differentiation in the years 2010-2019 in terms of disposable income and consumption expenditure.
The data on household budgets were sourced from Statistics Poland. The analysis revealed clear
differences in the level and structure of household consumption observed over a ten year period.
The share of expenditure on food, healthcare, as well as transport and communications is growing,
while the share of expenditure on housing, clothing and shoes is decreasing. Meanwhile, the level
of these changes varies across groups of households. The decreasing propensity of households
to consume and the increasing level of income accumulation are evidence of an increase in their
economic welfare. However, the deepening process of social polarization of income clearly perpetuates
inequality in the level and structure of household consumption.
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Abstrakt

Celem artykutu byta ocena ksztaltowania sie poziomu i struktury konsumpcji gospodarstw
domowych oraz jej spotecznego zréznicowania w latach 2010-2019 w §wietle dochodéw rozporza-
dzalnych i wydatkéw konsumpcyjnych. Podjeta problematyke zrealizowano na podstawie analizy
danych GUS dotyczacych budzetéw gospodarstw domowych. Jak wynika z badan na przestrzeni
dziesieciu lat zaobserwowano wyrazne réznice w poziomie i strukturze konsumpcji gospodarstw
domowych. Wzrést udziat wydatkéw na zywnoséé, ochrone zdrowia oraz transport i tacznos$é, zmalat
natomiast udzial wydatkéw na mieszkanie oraz odziez i obuwie, przy czym poziom tych zmian jest
zréznicowany w poszczegdlnych grupach gospodarstw domowych. Malejaca sktonnosé gospodarstw
domowych do konsumpcji i coraz wyzszy stopien akumulacji dochodéw §wiadcza o wzroécie ich
dobrobytu ekonomicznego. Poglebiajacy sie proces spolecznej polaryzacji dochodéw wyraznie jednak
utrwala réznice w poziomie i strukturze konsumpcji gospodarstw domowych.

Introduction

Consumption among Polish households is constantly changing, which results
in changes in their economic welfare. In consumption research, economic wel-
fare is defined as the material and financial base of consumption, i.e. the stock
of consumption items and financial resources, which are at the disposal of house-
hold members and/or society (Bywalec, 2010). In detailed economic analyses,
it is assumed that the most important categories of economic welfare, allowing for
an objective assessment of the financial situation of households, are disposable
income and consumption expenditure (Kasprzyk & Leszczynska, 2012, p. 263).

Disposable income includes all monetary and non-monetary household
receipts less taxes (on income from employment, other income, and property
paid by self-employed persons) and personal tax advances paid by a taxpayer on
behalf of the taxpayer, as well as healthcare and social security contributions.
It is distributed as deemed appropriate for consumption, savings and other
expenses. Consumption expenditures constitute a strictly separated group
of consumer goods and services and include goods purchased for cash with
a debit or credit card, as well as on credit, the value of goods received free
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of charge and natural consumption!. Savings, i.e. income accumulated in the
past, contribute to the current consumption of households. Other expenses include
amounts transferred to other households and non-profit institutions, certain taxes
(including from inheritance and donations, property income, or rental and sale
of real estate) and monetary losses (Budzety gospodarstw domowych..., 2019).
Disposable income and consumption expenditures allow an assessment to be made
of the material situation within households, and this analysis is an important
indicator for assessing the level and structure of household consumption.

The aim of the article is to assess the level and structure of consump-
tion within Polish households and its social variation in the years 2010-2019
in the light of the most important categories of economic welfare, i.e. income
and expenditure of households.

Research methodology

The analysis of disposable income and consumption expenditure (per person
in a household) was carried out according to the subject structure of consump-
tion (Zelazna et al., 2002), in accordance with the previously specified criterion.
In the literature on the subject, the most common criterion differentiating the
financial situation of households is disposable income (Jano§-Kresto, 2006).
Disposable income (DI) consists of two components, i.e. discretionary income,
which is spent on consumption and savings, and other expenses.

With reference to the previously defined criterion, four groups of households
have been distinguished, depending on the source of their income, i.e.:

— employees,

— farmers,

— self-employed workers,

— retirees and disability pensioners.

The analysis of the level and structure of household consumption in the light
of disposable incomes and consumption expenditure consisted of:

— the level and structure of average monthly income in groups of households,
including a comparison of income levels and a calculation of income dynamics
and structure;

— level and structure of average monthly consumption expenditure?, including
a calculation of expenditure dynamics and structure;

— assessment of the social differentiation of the household financial situation
in light of Keynes’ hypothesis (Bywalec, 2012), i.e. the share of consumer spending
in disposable income.

1 Natural consumption includes consumer goods and services provided for a household from
the individual household itself or from self-employed economic activity.

2 The following groups of consumer goods and services were included in the analysis: food
and non-alcoholic beverages, clothing and footwear, housing and energy, transport and commu-
nications, and healthcare.
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The research period spanned the years 2010-2019, which made it possible
to assess the financial situation of households against the background
of a changing economic reality (including the effects of the global financial crisis
of 2007-2009) and to observe the contemporary tendencies of the Polish market.
The research used information derived from sources published by Statistics
Poland, mainly household budget surveys, as well as selected internet data
from the website stat.gov.pl.

The number of surveyed households was determined based on information
derived from household budget surveys (Tab. 1).

Table 1
The number of investigated households from 2010-2019
Households
Years retirees and disability Total
employees farmers self-employed pensioners
2010 18,441 1,909 2,657 12,937 37,412
2011 18,511 1,863 2,684 12,914 37,375
2012 18,261 1,841 2,589 13,141 37,427
2013 17,962 1,842 2,631 13,108 37,181
2014 18,146 1,689 2,488 13,167 37,215
2015 18,336 1,681 2,457 13,118 37,148
2016 17,877 1,689 2,500 13,323 36,886
2017 17,708 1,658 2,608 13,282 36,655
2018 17,217 1,555 2,467 13,657 36,166
2019 16,797 1,464 2,602 13,797 35,923

Source: own study based on: Budzety gospodarstw domowych... (2011-2020).

The household budget survey was conducted using the representative method.
A sample is drawn from among all households, which allows for the generalization
of the survey results. According to this method, a different randomly selected
household participates in the annual survey each month..

Household income and expenditure

In 2010-2019, the level of disposable income per person in a household was
diversified in individual groups of households (Tab. 2). The highest level of
income was characteristic for households of the self-employed and the lowest
income level was for farmers.
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Table 2
Average monthly disposable income of households (in PLN/person) in 2010-2019
Households
Years T— Extrt_ame Income
employees farmers self-employed disability pensioners Difference
2010 1,199.22 1,024.53 1,468.38 1,180.82 443.85
2011 1,243.84 983.88 1,497.43 1,233.08 513.55
2012 1,289.16 1,091.55 1,536.68 1,297.90 445.13
2013 1,305.88 1,156.13 1,581.05 1,328.65 424.92
2014 1,349.12 1,050.85 1,631.64 1,382.32 580.79
2015 1,386.87 1,046.17 1,739.48 1,438.04 693.31
2016 1,494.79 1,151.28 1,792.33 1,498.78 641.05
2017 1,607.77 1,575.57 1,918.94 1,579.03 343.37
2018 1,702.64 1,579.00 2,011.71 1,683.35 432.71
2019 1,832.14 1,666.55 2,173.63 1,819.27 507.08

Source: own calculations based on: Budzety gospodarstw domowych... (2011-2020).

In 2019, as compared to 2010, disposable income in all groups of households
increased. In three out of four groups of households, i.e. employees, the self-em-
ployed, and retirees and disability pensioners, there was an increase in income
year-to-year, which proves a systematic improvement in their economic welfare.
On the other hand, in farming households, there was a decrease in incomes
in 2010-2011 and 2013-2015. In the next four years, the income of farming
households increased, while the material situation of this group of households
apparently improved in 2017, which resulted from a significant increase in
budget transfers to the agricultural sector®, mainly redistributive expenses,
as well as an increase in the productivity of the sector (Kata, 2019, p. 31-34).
Thus, the smallest difference between the incomes of the richest and the poorest
groups of households was recorded in 2017 (PLN 343.37), but the process of so-
cial polarization of household incomes deepened again over the next two years.

The analysis of the change in average monthly disposable income showed
a differentiated rate of income growth in individual groups of households (Tab. 3).

In 2019, the highest increase in income as compared to 2010 was recorded in
households of farmers (62.7%) and the lowest in households of the self-employed
(48%). In the entire analysed period, there was an upward trend in disposable
income in the households of employees, the self-employed and retirees and pen-
sioners. In farming households, disposable income showed a downward trend

3 Redistributive expenses are intended to support agricultural income directly and in the
short term, taking the form of direct payments, agri-environmental payments, insurance system
subsidies, relief subsidies for agricultural fuel and agricultural social insurance, among others
(Czyzewski et al., 2016, p. 45-72).
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Table 3
The dynamics of the average monthly household disposable income per person in 2010-2019

Years
Households [2010 = 100% | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
(PLN) %
Employees 1,199.22 | 103.7]107.5 [ 108.9 [ 112.5] 115.6 [ 124.6 | 134.1 | 142.0 | 152.8
Farmers 1,024.53 | 96.0 | 106.5 | 112.8 [ 102.6 [ 102.1 | 112.4 [ 153.8 | 154.1 | 162.7

Self-employed | 1,468.38 | 101.9 | 104.6 | 107.7 | 111.1 | 118.5 | 122.1 | 130.7 | 137.0 | 148.0

Retirees and
disability 1,180.82 104.4 | 109.9 |112.51| 117.1 | 121.8 | 126.9 | 133.7 | 142.6 | 154.1
pensioners

Source: own calculations based on: Budzety gospodarstw domowych... (2011-2020).

only in 2010-2011 and 2013-2015. In the last four years analysed, a significant
increase in income was influenced by the government program Family 500+
introduced on 1 April 2016 (Family..., 2020), as well as an improvement in
the labour market, i1.e. a decrease in unemployment and an increase in wages
(Situation..., 2018, p. 14, Labour Market..., 2020, p. 1).

Analysing the structure of the distribution of average monthly disposable
income (DI) in particular groups of households, the structure indicators were
compiled assuming two components of disposable income: discretionary income
(DCI) and other expenses (OE), i.e. amounts transferred to other households
and/or non-profit institutions (Tab. 4).

In 2010-2019, no significant differentiation was observed in the structure
of disposable income of individual groups of households (Tab. 4). In 2019 as com-
pared to 2010, farming households had the highest percentage of discretionary
income (98.0%), while households of retirees and disability pensioners had the
lowest (96.0%). Among all household groups, retirees and disability pensioners
were also characterized as having the highest percentage of income transferred
to other households and/or non-profit institutions (4.0% in 2019).

Since the level of disposable income directly determines the level and structure
of household consumption expenditures, the next step was to analyse the level
and dynamics of consumption expenditures (Tab. 5 and 6) and their structure
(Tab. 7).

In the years 2010-2019, the level of expenditure per person varied
in individual households (Tab. 5). The highest consumption expenditure per
person was recorded in self-employed households, which was associated with
the highest level of disposable income in this group of households, while the
lowest level of expenditure was recorded in farming households. In 2019, the
consumption expenditure of farming households (PLN 888.00) accounted for 62.4%
of the expenditure of self-employed households. In the households of employees,
retirees and pensioners, the level of consumption expenditure (per capita)
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Table 4

Distribution structure of the average monthly household disposable income
per capita in 2010-2019 [%]

Households
Y - 0
ears employees farmers self-employed retirees an.d disability
pensioners

DCI 96.7 96.5 96.5 94.6
2010

OE 3.3 3.5 3.5 5.4

DCI 97.0 97.3 96.5 95.0
2011

OE 3.0 2.7 3.5 5.0

DCI 96.9 96.9 96.8 94.9
2012

OE 3.1 3.1 3.2 5.1

DCI 97.0 97.8 96.8 95.3
2013

OE 3.0 2.2 3.2 4.7

DCI 96.9 97.1 96.6 95.2
2014

OE 3.1 2.9 3.4 4.8

DCI 97.0 97.2 96.5 95.0
2015

OE 3.0 2.8 3.5 5.0

DCI 97.2 97.5 97.2 95.1
2016

OE 2.8 2.5 2.8 4.9

DCI 97.3 98.0 97.2 95.5
2017

OE 2.7 2.0 2.8 4.5

DCI 97.4 98.1 97.5 95.5
2018

OE 2.6 1.9 2.5 4.5

DCI 97.6 98.0 97.2 96.0
2019

OE 2.4 2.0 2.8 4.0

Source: own calculations based on: Budzety gospodarstw domowych... (2011-2020).

Table 5
Average monthly consumption expenditure of households (in PLN / person) in 2010-2019
Households
Years employees farmers self-employed retlreiis:igf;f:blhty
2010 975.05 757.25 1,206.91 1,041.46
2011 1,006.05 736.02 1,221.52 1,080.14
2012 999.69 750.46 1,222.39 1,051.29
2013 1,010.71 759.00 1,237.76 1,081.96
2014 1,021.42 769.37 1,246.11 1,090.45
2015 1,034.35 750.30 1,250.20 1,108.95
2016 1,080.39 786.09 1,264.05 1,152.99
2017 1,124.52 836.86 1,314.22 1,199.34
2018 1,126.05 841.47 1,349.47 1,200.88
2019 1,192.38 880.00 1,411.23 1,272.98

Source: own calculations based on: Budzety gospodarstw domowych

... (2011-2020).
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in the analysed period was similar, which was mainly due to the number of people
in individual groups of households. The households of employees usually include
3- to 4-persons, while pensioners usually consist of 1- to 2-person households
(Budzety gospodarstw domowych..., 2019).

The analysis of the dynamics of household consumption expenditures
showed that the highest increase in expenditures in 2019 compared to 2010
occurred in households of employees (22.3%) and it was similar to the dynamics
of expenditures of retirees and disability pensioners (22.2%). Meanwhile, the
lowest increase occurred in farming households (16.2%) (Tab. 6).

Table 6
Dynamics of average monthly household consumption expenditure per capita in 2010-2019

Years
Households | 2000 = 100% | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
(PLN) %

Employees 975.05 103.2 | 102.5 | 103.7 | 104.8 | 106.1 | 110.8 | 115.3 | 115.7 | 122.3
Farming 757.25 97.2 | 99.1 [100.2|101.6 | 99.1 |103.8|110.5| 111.1 | 116.2
Self-employed | 1,206.91 |101.2 | 101.3 | 102.6 | 103.2 | 103.6 | 104.7 | 108.9 | 111.8 | 116.9
Retirees

and disability | 1,041.46 | 103.7|100.9 [ 103.9 | 104.7 | 106.5 | 110.7 | 115.2 | 115.3 | 122.2
pensioners

Source: own calculations based on: Budzety gospodarstw domowych... (2011-2020).

To analyse the differentiation of the consumption structure among individual
groups of households, structural indicators were compiled based on five groups
of consumer goods and services, i.e. food and non-alcoholic beverages, clothing
and footwear, housing and energy, transport and healthcare (Tab. 7).

Table 7

Changes in the structure of household consumption expenditure in 2010-2019
(total expenditure = 100)

Households
Years employees farmers self-employed retireziiéli(iriissbility
1 2 3 4 5
Food and non-alcoholic beverages
2010 23.5 31.5 21.0 28.1
2011 23.7 33.1 21.2 217.9
2012 23.8 31.1 21.5 28.0
2013 23.7 31.5 21.2 27.5
2014 23.2 31.0 20.9 27.2
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cont. Table 7

1 2 3 4 5
2015 22.9 31.3 20.5 26.6
2016 23.0 31.5 20.9 26.7
2017 23.2 31.0 20.9 26.9
2018 23.6 30.8 20.9 28.0
2019 23.9 31.7 21.1 28.4

Clothing and footwear
2010 5.9 5.2 6.8 3.1
2011 5.8 5.2 6.1 3.2
2012 5.6 5.1 6.3 2.9
2013 5.7 5.6 6.6 3.0
2014 5.9 5.9 7.0 3.4
2015 6.1 5.6 6.6 3.5
2016 6.2 6.0 7.0 3.6
2017 5.9 6.1 6.7 3.2
2018 5.5 5.4 6.0 3.0
2019 5.4 5.5 5.9 3.0
Housing
2010 18.8 18.5 17.3 24.3
2011 19.2 18.0 18.6 24.9
2012 18.8 17.7 18.4 24.4
2013 19.4 18.7 18.3 24.4
2014 18.8 17.4 17.9 23.6
2015 19.0 17.2 17.9 23.5
2016 18.3 16.7 18.0 23.0
2017 18.4 16.9 17.0 23.1
2018 17.3 14.1 16.1 21.7
2019 17.0 13.9 15.9 21.3
Transport and communications
2010 15.2 15.8 16.2 10.1
2011 15.0 14.9 16.3 10.0
2012 15.2 15.3 16.1 10.0
2013 16.3 15.0 16.9 11.0
2014 15.8 15.6 15.3 10.2
2015 15.2 15.9 14.7 10.3
2016 15.2 15.8 13.9 10.0
2017 14.7 15.0 13.6 10.1
2018 15.7 17.3 16.8 10.5
2019 15.4 16.1 15.2 10.6
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cont. Table 7

1 2 3 4 5
Healthcare

2010 3.8 3.7 3.9 7.8
2011 4.0 3.7 4.1 8.0
2012 4.0 3.9 4.0 8.1
2013 4.0 4.2 4.0 8.3
2014 3.9 4.2 4.0 8.2
2015 4.3 4.3 4.4 8.1
2016 4.3 4.8 4.5 8.3
2017 4.5 4.6 4.6 8.5
2018 4.0 4.8 4.1 8.0
2019 4.2 4.7 4.1 8.1

Source: own calculations based on: Budzety gospodarstw domowych... (2011-2020).

Over the ten years analyzed, there have been significant changes in the
consumption structure of Polish society. In 2019, compared to 2010, the share
of expenditures on food and healthcare increased in all groups of households.
An upward trend was also recorded in expenditures on transport and commu-
nications, with the exception of farming households where this share decreased
by 1.0 percentage point. In 2019, compared to 2010, a downward trend in the
share of expenditure on housing was visible in all household groups, and the
indicators of the share of expenditure on clothing and footwear decreased
in almost all households (except for farming households, which showed a slight
increase — by a 0.1 percentage point).

The highest share of expenditure on food and non-alcoholic beverages in total
expenditure was recorded in farming households (31.7% in 2019), and the lowest
in self-employed households (21.1% in 2019). It can be noted that the shares
of food expenditure in global expenditure are highest in the poorest households
and the lowest in the richest. It is worth noting that a slight increase in food
expenditure indicators (in a situation of growing household incomes) proves that
Engel's law? ceased to apply, which can be explained primarily by the change
in the structure of demand for food (more expensive products and functional
food play a greater role), as well as a relatively faster increase in food prices
than in other consumer goods.

Expenditure on healthcare was another group of expenses that showed an
upward trend in the analysed period. The highest percentages of this group
of expenses were recorded in the households of retirees and pensioners (8.1%
in 2019), and the lowest — in the households of the self-employed (4.1% in 2019).

4 According to Engel’s law, with an increase in household income, the share of food expendi-
ture in total household expenditure decreases (Bywalec & Rudnicki, 2002).
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The upward trend in this group of expenses is a consequence of the progressive
ageing of the Polish society, limited access to medical care in the public system
and, consequently, an increasing private expenditure on healthcare.

Expenditure on transport and communications in 2019 increased
in comparison to 2010 in almost all groups of households (with the exception
of self-employed households), which is the result of the dynamic development
of wireless telephony and greater availability of the Internet. The highest
percentages of this group of expenses were recorded in farming households
(16.1% in 2019) and the lowest were in households of retirees and disability
pensioners (10.6%).

Expenditure on housing was characterized by a downward trend. The highest
share of expenditure on housing was recorded in the households of retirees and
disability pensioners (in 2019 — 21.3%) and the lowest was in the households
of farmers (13.9%), which results from the specificity of the rural housing economy,
e.g. houses are owned and not rented; as well as lower water and heating costs.

In 2019, as compared to 2010, the share of household expenditure on clothing
and footwear also decreased in almost all households (except for farming house-
holds). The highest percentages of this group of expenditures were reported by
self-employed households (in 2019 they amounted to 7.0%), and the lowest were
reported by retirees and disability pensioners (3.4%), which can be explained
by the low rank of clothing needs in this group of households.

Assessment of the financial situation of households

The analysis of disposable income and consumption expenditure made
it possible to assess the financial situation of Polish households in 2010-2019
in the light of Keynes’ hypothesis describing the relationship between household
income and expenditure (Tab. 8).

According to Keynes’ hypothesis, with the increase in the level of economic
welfare of households, their propensity to consume (measured by the share
of consumer spending in disposable income) decreases and the propensity to
save increases. It should be emphasized that the propensity to consume does not
depend only on the level of income, but it is the most important factor shaping
the consumption behaviour of households (Bywalec, 2010).

In 2019, as compared to 2010, a decreasing propensity to consume was
observed in all groups of households. The highest ratio of consumption
expenditure in the disposable income of households in 2019 was recorded
in the households of retirees and pensioners (70.0%), and the lowest was
in farming households (52.8%). The decreasing propensity to consume
in all groups of households proves an increasing level of income accumulation
and their growing propensity to save. The growing savings of households
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Table 8

Propensity to consume by household group in 2010-2019 (in %)

Years
Type 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
of household
Employees 81.3 | 80.9 | 775 | 774 | 75.7 | 74.6 | 72.3 | 69.9 | 66.1 | 65.1
Farmers 73.9 | 74.8 | 68.8 | 65.7 | 73.2 | 71.7 | 68.3 | 68.5 | 53.3 | 52.8
Self-employed 82.2 | 816 | 795 | 783 | 76.4 | 71.9 | 70.5 | 76.0 | 67.1 | 64.9
Retirees
and disability 88.2 | 87.6 | 81.0 | 81.4 | 789 | 771 | 76.9 | 76.0 | 71.3 | 70.0
pensioners

Source: own calculations based on: Budzety gospodarstw domowych... (2011-2020).

in the analysed period could result from risk aversion resulting from the consequences
of the global financial crisis of 2007-2009 (Kulpaka, 2015, p. 315), money transfers
from abroad resulting from economic emigration and a growing awareness among
Polish households of the need to have material security for the future.

Conclusions

Over the ten years analysed, clear differences were observed in the level
of disposable income and consumption expenditure of Polish households.

1. The highest level of income and expenditure in all years was observed
in self-employed households, while the lowest was in farming households.
In 2019, compared to 2010, an increasing disparity was observed between house-
holds with the highest and lowest incomes, which proves the deepening process
of social polarization of income.

2. Income and expenditure in individual groups of households showed an
upward trend, which indicates an improvement in the level of household wealth.
However, the growth rate of income and expenditure in particular groups was
diversified. Farming households recorded the highest increase in income and
households of employees recorded the highest increase in expenditure.

3. Significant changes were observed in the structure of household con-
sumption expenditure. The share of expenditure on food, healthcare, as well as
transport and communications is growing, while the share of expenditure on
housing, clothing and shoes is decreasing and the level of these changes varies
across groups of households.

4. The upward trend in disposable income and a slight increase in the share
of expenditure on food and non-alcoholic beverages in total household expenditure
indicate the cessation of Engel’s law.
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5. The decreasing share of consumer spending in household disposable incomes
shows a decreasing propensity to consume and an increasing propensity to save,
which suggests that the growing level of income accumulation will contribute
to an improvement in household economic welfare in the future.

Translated by Biuro Thumaczehn OSCAR
Proofreading by Michael Thoene
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