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4.3. Material affluence
Tomasz Panek, Piotr Biatowolski, Irena E. Kotowska, Janusz Czapinski

4.3.1. Situation in 2013 and change in last four years

4.3.1.1 Durable goods

One of the main elements determining households’ affluence is possession of durables. From among
the durables indicated in the survey, in February/March 2013 the most common were an automatic
washing machine and paid satellite or cable TV. Approximately almost 8% of the surveyed households
did not have an automatic washing machine, while nearly 28% did not have paid satellite or cable TV.
Among the least common consumer durables were motor/sail boat (nearly 1%), an electronic book
reader (nearly 4%) and a summer house (below 5%). Between March 2009 and March 2013, households
acquisition of the majority of the durable goods covered in the study increased markedly (figure 4.3.1).
The exceptions were landline telephones due to the ever more general switch to mobile phones and
desktop computers in favor of laptops and tablets and DVD players.
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Figure 4.3.1. Percentage of households without durables not owned by the households in the 2009-
2013 in panel sample

In the last two years!® there has been a marked growth in households’ durable goods with the
exception of the landline telephone and desktop computer, which are being replaced by the mobile phone
and the laptop, and the DVD player. The greatest growth in households durable goods was in LCD or
plasma televisions at over 14 p.p. and the portable computer (over 9%).

15 Al changes in terms of meeting households' nutritional needs in 2009-2013 referred to panel sample from those years.
16 All changes in terms of meeting households' nutritional needs in 2011-2013 referred to panel sample from those years.
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In February/March 2013, households living on unearned sources and retirees reported the lowest
average number of durables. In terms of household type, these were in mainly non-family (both one-
person and multi-person ones) and single-parent families. The number of durables in the households
without the unemployed is slightly higher for the decisive majority of durables than in the households
with the unemployed. However, the number of durables in households broken down by the place of
residence class and Voivodeship varies depending on durables indicated in the survey although for the
majority, the lowest number was observed in rural households.

The lack of some durables often results not from the lack of funds for their purchase but from the
lack of willingness to own. In February/March 2013, the durables which households most often did not
have due to the lack of money included mainly an own flat/house, washing machine, LCD or plasma
television (at nearly 60%, nearly 59% and almost 59% respectively of households did not have such
goods for financial reasons.). In the last four years, we observed a strong drop in the percentage of
households that could not afford to buy any of the durables indicated apart from paid satellite or cable
television as well as LCD or plasma sets, with a rise by almost 2 p.p. and over 7 p.p. respectively. The
largest fall in households unable to purchase goods was observed in the case of access to home internet
and a desktop computer at almost 10 p.p. and 12 p.p. respectively (figure 4.3.4). In 2011-2013, there
was a significant increase only in the households that could not afford a LCD or plasma TV set (figure
4.3.2). However, this is only an effect of the increase in the percentage of households owning such
goods, since the percentage not having such durables for financial reasons in the entire surveyed
population (and not only in relation to those households not owning) decreased during the last two years.
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Figure 4.3.2. Percentage of households without durables due to a lack of financial resources in the
2009-2013 panel sample

In February/March 2013, the differences between the groups of households formed with the criteria
adopted under the research as regards the lack of certain durables due to financial reasons were
multidirectional. The greatest differences here can be observed between the group of households without
the unemployed and the group with the unemployed. The percentages of households with the
unemployed that could not afford to possess certain durables are considerably higher than in the case
without the unemployed, particularly in terms of access to home internet (at over 56% and nearly 17%
respectively), a portable computer (nearly 64% and almost 30% respectively) and a washing machine
(over 87% and nearly 53% respectively). Moreover, financial difficulties were relatively most often
indicated as reasons for not having certain durables by retirees and households living on earned sources,
by married couples with many children, single-parent families and non-family households.
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4.3.1.2 Savings

In 2013, nearly 60% of households did not have any savings. Among the households declaring they
did, there were clearly more with savings at the equivalent of a monthly (over 31% of households) than
a 3-month income. Between March 2009 and March 2013, there was a marked rise in the share of
households with savings of almost 8 p.p. (figure 4.3.3), and a rise of over 3 p.p. in the last two years.
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Figure 4.3.3. Percentage of households with savings and scale of savings in the 2009-2013 panel
samples

Households living on unearned sources and households of retirees (almost 80% without savings)
and pensioners (over 75%) most rarely by far declared any savings. Households that do not have savings
are more widespread among incomplete families, married couples with many children (around 71% and
nearly 70% in these groups). The percentage with savings with employed members is significantly
higher than in the group with unemployed members (76% and 57% respectively). In all socio-economic
groups and all household types, there was a significant increase in the amount of savings over the last 2
years, except for households of couples with 2 children where the percentage did not change
significantly. We have observed the strongest rise in savings in farmers’ households at 6 p.p.

The smaller the place of residence, the higher is the percentage of households without savings. The
households declaring no savings mostly lived in rural areas and in the smallest towns (almost 67% and
over 63%). Broken down by Voivodeship, the percentage differences between households without any
savings are not that high. The Voivodeships where households in most cases do not have savings are
Warminsko-Mazurskie (almost 77% ) and Kujawsko-Pomorskie (over 68%). In March 2013, there was
an increase, in relation to March 2011, in the percentage with savings in all place of residence classes
and Voivodeships, with the greatest rise in small towns at around 8 p.p. and in Zachodnio-Pomorskie
and Mazowieckie where the percentage with savings increased by over 9 p.p. and over 7 p.p.
respectively.

Almost 67% of households with savings in February/March 2013 had ztoty savings accounts, and
almost 45% saved in cash. Bank deposits in PLN most often belonged to households of entrepreneurs
(nearly 71%), who most frequently saved in cash (over 54%), similarly to the households living on
unearned sources (also more than 54%). In terms of the household types, PLN bank deposits were most
popular among the married couples with many children (almost 74%). On the other hand, households
with many children most often saved in cash (nearly 58%). In both households with and without the
unemployed the clearly prevailing forms of saving were bank deposits in PLN (over 68% and more than
63% respectively) and cash (over 44% and in over 52% respectively).

Relatively the highest percentage of households with bank deposit savings in PLN was recorded in
the smallest towns at nearly 71%. Cash savings were the preferred form among households in rural areas
and in smaller towns (nearly 55% and nearly 46% respectively). Households in Dolnoslaskie and
Warminsko-Mazurskie had bank deposits in PLN most often at almost 75% and almost 72%
respectively. The Voivodeships with the highest percentages of households with cash savings were
Swigtokrzyskie (over 63%), Warminsko-Mazurskie (over 55%) and Lubelskie (over 54%).
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In 2009-2013, there was a marked rise of almost 8% in the share of households with savings only in
cash (figure 4.3.4). In the last two years, also the share of households with savings rose significantly by
5 p.p. exclusively in the household group with cash savings. However, the share with bank deposit
savings in ztoty showed a marked fall of over 3 p.p. and almost 3 p.p. for investment funds. The largest
relative growth in households with cash savings was observed in recent years among those subsisting
on unearned income sources and that of entrepreneurs by almost 14 p.p. and non-family single-persons
by over 10 p.p. Also, relatively the highest growth of almost 14 p.p. was reported by households in the
largest towns. The share of households with cash savings showed a marked rise also among households
both with and without unemployed members (5 p.p. and 3 p.p. respectively).
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Figure 4.3.4. Forms of household savings in the 2009-2013 panel samples

Households who declared they had savings in February/March 2013, most often treated them as a
reserve in case of emergency at 67%, a security for old-age (nearly 35% of) and for daily consumption
spending (nearly 34%).

In the last four years, the share of households with savings as a reserve in case of emergency showed
a marked rise of almost 8 p.p., healthcare (over 2 p.p.), as a security for old-age and as a reserve for
daily consumption spending (nearly 2 p.p., figure 4.3.5). Between 2011-2013, there was a marked rise
in savings above all as a reserve in case of emergency and healthcare (over 8% and nearly 5 p.p.
respectively.

The savings set aside as a reserve in case of emergency were in February/March 2013 most frequent
in the households of retirees (nearly 70% declared this purpose). This purpose of savings was also mostly
reported by households of couples without children (by over 69%). Also in the case of the households
both with and without the unemployed, savings were mostly a reserve in case of emergency (nearly 64%
and almost 64% respectively). However, the group with savings as a reserve in case of emergency was
not highly diversified in terms of place of residence class or Voivodeship. This purpose of savings most
often occured in large towns with 200,000-500,000 residents (over 75%) and in the Podlaskie and
Zachodniopomorskie Voivodeships (nearly 77% and over 73% respectively).
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Figure 4.3.5. Purposes of household savings in the 2009-2013 panel samples

In the last two years, the strongest growth in the share of households with a reserve for a rainy day
took place in that of farmers and employees at almost 12 p.p. and 10 p.p. respectively), non-family
single-person (over 10 p.p.), households residing in middle-sized towns of 100-200 thousand residents
(nearly 19%) and in Podkarpackie (over 21 p.p.). At the same time, there was a marked fall in the share
of households with this saving aim in households subsisting on unearned income sources (over 14 p.p.),
residing in the smallest towns (nearly 2 p.p.) and in Wielkopolskie and Lubuskie (over 8 and 4 p.p.
respectively).

The security for old age was in February/March 2013 relatively most frequently indicated as the
purpose of savings among the households of retirees and entrepreneurs (in the case of 49% and over
36% of households, accordingly), households of couples without children (in nearly 43% of
households), the households living in the towns with more than 500,000 inhabitants (around 40% of
households) and in the Zachodniopomorskie and Mazowieckie Voivodeships (nearly 46% and 44%
respectively).

In the last two years, the strongest growth in the share of households with a reserve in case of
emergency took place in that of farmers and employees at almost 12 p.p. and 10 p.p. respectively, non-
family single-person (over 10 p.p.), households in middle-sized towns of 100-200 thousand residents
(nearly 19%) and in Podkarpackie (over 21 p.p.). At the same time, there was a marked fall in the share
of this saving aim in households subsisting on unearned income sources (over 14 p.p.), in the smallest
towns (nearly 2 p.p.) and in Wielkopolskie and Lubuskie (over 8 and 4 p.p. respectively).

Security in old age was in February/March 2013 relatively most frequently indicated as the purpose
of savings among the households of retirees and entrepreneurs (49% and over 36% respectively),
households of couples without children (nearly 43%), the households in the towns of more than 500,000
residents (around 40%) and in Zachodniopomorskie and Mazowieckie (nearly 46% and 44%).

In the last two years, the share of households with savings as a security for old-age fell most among
that of the entrepreneurs (over 6 p.p.), non-family multi-person, couples with 1 child and multi-child
families (by over 3 p.p. and almost 3 p.p. respectively), those in small cities of 20-100 thousand
inhabitants (by over 7 p.p.) and in Opolskie (over 12 p.p.). At the same time, the most significant rise
took place among those subsisting on unearned income sources, physical workers and farmers (over 2
p.p.), non-family multi and single-person (over 6 p.p. and almost 3 p.p.), in middle-sized towns of 100-
200 residents (over 10 p.p.) and in Zachodnio-Pomorskie (nearly 15 p.p.).

In terms of socio-economic group, in February/March 2013 savings for the current consumer needs
were most frequent among households living on unearned sources and that of farmers (over 62% and
nearly 50% respectively). As for household type, this purpose was most often reported by households
of married couples with many children (nearly 44%). Savings set aside as a reserve for the current
consumer needs were most frequent in rural areas (over 36%), in Zachodniopomorskie (over 47%) and
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Podkarpackie Voivodeships (around 42%). Also in the households with unemployed members, this
purpose of saving was rather widespread (around 45%).

The largest relative growth in savings treated as a reserve for daily consumption spending was
observed over the past two years among farmers' households (by over 6 p.p.), in the largest towns (by
nearly 4 p.p.) and in Lubelskie (over 4 p.p.). Over the same period, the strongest relative fall in savings
of this kind took place among pensioners (nearly 6 p.p.), incomplete families (nearly 14%), in large and
middle-sized towns (by nearly 6 p.p.) and in Opolskie (nearly 22 p.p.).

4.3.1.3 Debt

Nearly 37% of the surveyed households in February/March 2013 declared they had loans to repay.
Household debt most often exceeded equivalent annual income as reported by over 28% of households
in debt. The share taking loans fell markedly from March 2009 to March 2013 by almost 8 p.p. (figure
4.3.6), which in the last two years fell by over 4 p.p.
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Figure 4.3.6. Structure of household debt in the 2009-2013 panel sample

In February/March 2013, the group of households in debt included mainly that of entrepreneurs and
employees (nearly 48% and around 45% respectively). In terms of the household type, the highest
percentage of the households in debt was reported in that of married couples with 2 children and couples
with many children (over 49% and nearly 47% respectively). Frequency of debt was higher among the
households with unemployed members than in those without (over 39% and over 36% respectively).
Debt levels increased only in the group of entrepreneurs (by over 2 p.p.) in the last two years.

The distribution of household debt in terms of place of residence class and VVoivodeship is relatively
only slightly diversified. The highest percentage of households in debt occurred in the largest cities and
in towns of 100,000-200,000 residents (nearly 42%), while the lowest incidence was reported in rural
areas (over 36%). The highest percentage was recorded in the Pomorskie and Dolnoslaskie
Voivodeships (nearly 45% and almost 44% respectively) and the lowest in Swictokrzyskie (nearly 26%).

Households most frequently devoted between 10% and 20% of their monthly income to debt
repayment in the last three months (over 3%), followed by up to 10% of their monthly income. Only
just over 3% used over 50% of their monthly income in this way, with these highest burdens most
apparent among households living on unearned sources of income (almost 10%), among couples with
many children, incomplete families and non-family single-person (over 4%) households, in large cities
(over 5%) and Zachodnio-Pomorskie (nearly 11%).

The source of external financing for nearly 88% of households with loans were banks and agencies
offering installment loans (8%). Only not quite 6% were in debt to private persons. Between March
2009 and March 2013, the share of households taking bank loans fell by nearly 3 p.p. with a growth in
loans from other institutions (nearly 3 p.p.) and private persons (nearly 2 p.p., figure 4.3.7). In the last



Social Diagnosis 2013 67

two years, the percentage taking loans with other institutions showed a marked rise of almost 3 p.p., and
relatively the strongest rise was reported among households subsisting on unearned sources of income
and the entrepreneurs (nearly 26 p.p. and 22 p.p. respectively), among the unemployed (over 4 p.p.),
non-family multiperson and single-person households (over 27 p.p. and 11 p.p. respectively), in the
smallest towns (nearly 6 p.p.) and in Warminsko-Mazurskie and Wielkopolskie (nearly 11 p.p. and over
10 p.p. respectively).

among the unemployed (over 4 p.p.), non-family multiperson and single-person (over 27 and 11 p.p.
respectively), residing in the smallest towns (nearly 6 p.p.) and in Warminsko-Mazurskie and
Wielkopolskie (nearly 11 and over 10 p.p. respectively).
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Figure 4.3.7. Holders of households' debt in the 2009-2013 panel sample

In February/March 2013, farmers’ households and those of the self-employed most frequently took
loans (98% and over 94% respectively). Pensioners' households and those living on unearned sources
of income were the main clients of agencies offering installment loans at over 12% and nearly 12%
respectively, while multi-person households borrowed from private persons at almost 23%.

Households with and without unemployed members do not differ significantly in terms of external
financing with the exception of borrowing from private persons (over 12% and 4% took loans of this
kind).

Bank loans were relatively the most common sources of debt in the largest towns (nearly 93%) and
in the Podkarpackie and Podlaskie VVoivodeships (over 92% respectively).

Installment loans offered by credit agencies were taken mainly in rural areas (nearly 10%) and in
Warminsko-Mazurskie (over 17%) Meanwhile, households in small towns of 200,000-500,000 residents
(nearly 7%) and in the Warminsko-Mazurskie (nearly 15%) took out loans with private persons
relatively more often.

Households most frequently borrowed in ztoty at nearly 93% and 8% in Swiss francs, which was
most widespread among entrepreneurs and employees (12% and over 11% respectively).

We surveyed households in order to identify the purposes of taking out loans collected. In
February/March 2013, nearly 35% used loans for financing the purchase of durables, almost 31% to
renovate their apartment or house and over 23% to purchase a house or apartment. Between March 2009
and March 2013, we observed relatively the greatest rise in the share of households borrowing to pay
off earlier debts and to purchase houses or flats (by over 2 p.p., figure 4.3.8).

In the last two years, there has been a marked rise in the share of houses taking loans only to buy a
house or flat (by 3 p.p.), as well as to pay off earlier debts and for healthcare (by over 1 p.p.).

In February/March 2013, loans for the purchase of durables were taken mainly by households of
employees (nearly 35% of the households). The groups that relatively most often used their loans for
home renovation included households of employees and retirees (almost 33% and nearly 30%
respectively). The purchase of a house or an apartment was the main purpose mainly among
entrepreneurs (nearly 34%).
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In terms of household type, loans financing the purchase of durables were taken mainly by multi-
family households and childless couples (nearly 38% and 37% respectively). For multi-family
households, borrowings were also an important source of financing home renovation (in nearly 42%).
Meanwhile, the purchase of a house or an apartment was mainly financed with loans in households of
married couples with one two children (more than 31%).
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Figure 4.3.8. Purposes of the loans and credit taken out by households in the 2009-2013 panel sample

As far as households without unemployed members are concerned, loans were used mainly for the
purchase of durables, home renovation and house or an apartment purchase (nearly 35%, nearly 31%
and more than 25% respectively), as was the case for other household categories. The purchase of
durables was also the most frequent purpose of loans in households with unemployed members (over
33%). In this group, the next most frequent purposes of loans were home renovation and current
consumer needs (nearly 30% and over 28% respectively).

The purchase of durables was most frequently financed with loans by households in middle-sized
towns of 100,000-200,000 residents (over 43%) and in Swictokrzyskie (almost 45%). Credit for the
purpose of home renovation were mostly taken by the households in the smallest towns and rural areas
(nearly 39% and nearly 32% respectively) and in Podkarpackie and Swictokrzyskie (over 42% and
nearly 40% respectively). Purchase of a house or an apartment was the purpose of borrowing mainly in
larger towns of over 500,000 residents (almost 39%) and in the Mazowieckie (nearly 34%).

When assessing the changes in material affluence as of February/March 2013 in comparison to the
situation two years before, over 53% of households declared that their material situation had not changed
and nearly 38% stated that it had worsened. In relation to the assessments from March 2011, there was
a considerable drop in the percentage of households assessing the changes positively by nearly 3 p.p.,
with a rise in the share of households rating the change negatively by nearly 8 p.p. Negative assessments
of these changes were formulated mostly by households living on unearned sources and retirees (over
62% and nearly 49% respectively) as well as households of single-parent families (over 45%). As
regards the households assessing these changes negatively, this group includes visibly more households
with unemployed members than without (over 57% and over 34% respectively). Households reporting
their material situation had worsened were mainly from largest towns of over 500,000 residents (over
40%), L.odzkie (nearly 46%) and Mazowieckie (over 42%).
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4.3.2. Changes in household durables 2000-2013
4.3.2.1 Durable goods

With the exception of the landline telephone, the spread of which was arrested in 2003 and has been
falling ever faster to the level of 47% of households, there has a growth in all other durable goods in the
households (figure 4.3.9), with the largest in modern communications technology.
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Figure 4.3.9. Percentage of households equipped with selected durable goods between 2000-2013

Currently, 67% of households have access to the internet, which is 3 times that of 2005, while those
with a computer (whether desktop or portable) increased fivefold in 2013 on 2000. Also, modern
household kitchen equipment is rising rapidly: the microwave 4 times since 2000, dishwasher 7 times
and washing machine by 23 p.p to 92% of households. Currently, ?/3 of households have a modern
television set, and 72% (a rise of 26 p.p.) receive cable or satellite television, /3 have a car (over 40%
more than in 2000) and in comparison to 2007, the share with more than one vehicle rose from 11.3%
to 23% and a portable computer from 6.9% to 21.3%.

The share of durable goods that households do not have for financial reasons is falling (figure
4.3.10), and today it is a lack of need rather than a lack of money that increasingly often determines
whether a house does not have a specific durable. This refers in particular the landline telephone (being
replaced by the mobile), the desktop computer, car and microwave.
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Figure 4.3.10. Percent of households lacking in selected durables due to insufficient purchasing

power between 2000-2013

4.3.2.2 Savings

80

The share of households with some form of savings has risen by almost /5 since 2000 to 40% (figure
4.3.11). The size of savings has hardly changed in structure since 2000, with that equivalent to three-
months’ salary continuing to dominate. The share of households with savings equal to more than a year’s
income remained at the low level of 7%, which means less than 3% of the whole population.
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Figure 4.3.11 Percentage of households with various levels of savings between 2000-2013

The forms of saving have not changed to any great extent (figure 4.3.12). It is worth noting however
that, in comparison with the years before the world financial crisis of 2005 to 2007, the share of deposits
with investment funds, shares, property and in Individual Pension Accounts fell and cash savings rose
to the highest level since the study began.
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Figure 4.3.12. Forms of households' savings between 2000-2013

As far as the purpose of saving is concerned, the share of households saving to buy durable goods
and purchase a house or flat fell in comparison to 2009-2011, and the share of those saving up for daily
consumption spending and as an emergency reserve increased (figure 4.3.13).
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The number of indebted households fell slightly from 42% to 37% in the last four years, while there
was a marked fall in the share of households in debt to the equivalent of three months income, with a
large rise by 10 p.p. of households in debt to that of more than a years salary (figure 4.3.14).
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Figure 4.3.14. Percentage of households with various levels of debt between 2000-2013
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4.3.2.3. Debt

The level of household debt to banks has been rising significantly and systematically since the
beginning of the century from 73% in 2000 to 91% in 2013 at the expense of debt to other financial
institutions (figure 4.3.15).
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Figure 4.3.15. Holders of households' debt between 2000-2013

Loans are increasingly less used to buy durable goods and fund home redecoration, healthcare and
cover fixed costs (e.g. accomodation), and more often for house or flat purchase (4.3.16). In combination
with the change in the degree of debt, this represents a fall in consumer loans.
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4.3.2. Household’ activity on the financial market

The analyses presented in the previous points clearly depict the tendencies in behaviour of
households present on the financial market. The share of households declaring savings rose and at the
same time there was a fall in that of households in debt. National Bank of Poland data indicates that an
increase in the share of households with savings translates directly to an absolute increase in the size of
savings. However, there is also a visible increase in household debt in the form of bank loans, which is
mostly associated with a rise in mortgages, while loans for consumption purposes have remained
stagnant since 2011. This observation encourages us to consider the factors influencing the accumulation
of savings, and also those determining acquisition and possession of loans. Therefore, an analysis of the
influence of factors associated with life cycle, income and job market status has been conducted for the
third time (previously in 2009 and 2011). This enables us to determine which factors are crucial for
acquiring savings and which ones are important determinants of loan possession. Subsequently, we
conduct a comparison between the results of 2011 and 2013 waves.

The Social Diagnosis surveys the form, objectives and the total size of household savings. Therefore,
we can provide an estimate of the structure of the forms and aims of Polish households’ savings. As far
as an analysis of saving forms might be conducted on the bases of financial sector data, analysis of
saving aims is only possible with household level data. However, with household level data, it is also
possible to analyze borrowing profiles in terms of source and aim. Additionally, the current edition of
Social Diagnosis includes an additional set of questions about the size of debt repayments, allowing us
to analyse the structure of total debt repayments in terms of the institutions providing household finance
and also the structure of repayments by different household purposes.

4.3.3.1. Factors affecting possession of savings and debts

Since the outbreak of the financial crisis, the percentage of households with savings has clearly
increased from 28% in 2007 to over 40% in 2013, which considering the stability of this feature (23-
24%) in the 2000, 2003 and 2005 waves indicates a considerable change.

Though it is true that the share of households with savings is considerably lower than the one
observed in developed countries, the results of the Social Diagnosis Survey show systematic increase in
the share of households able to generate savings.

Households' saving behaviour depends mostly on factors connected to life factors (the stage of life
is determined by the age of the household head), the ability to generate savings (determined mainly by
income level) and relative material position of the household in the given period connected to the labour
market status of the household head compared to average situation at the given stage of lifel’. These
variables have been taken into account in the logistic regression model (e.g. Gruszczynski, 2002) for
savings, in which the likelihood of the household having savings is conditioned by its material situation,
age of household head and his/her labour market status:

R
P(Y=y)=F'(xX"B) =

where:

Y — is a binary random variable with the following possible values: 1 — the household has savings,
0 — the household has no savings;

F — logistic distribution function;

x — column vector for explanatory variables?®;

B — column vector for parameters.

1+e"7

The models have been estimated separately for the data collected from 2011-2013 waves and
represented in table 4.3.1, which includes the results for the two last editions.

11f the household head does not work, the relative income is usually lower than at other stages of the life.

Byvariables: age of the household head and his/her status on the labour market and the level of incomes have been included in the model as
categorical variables, which required setting reference categories. In all three cases the groups with the largest representation in 2011 were
assumed as categories. In the case of the household head this was the group aged 45-59, in the case of the head’s labour market status the
category of an employed person and in the case of equivalent income the group of households with incomes between 1500 and 1999 PLN. .
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Table 4.3.1. Results of logistic regression model estimation of household savings

2011 2013
Explanatory variables B Odds ratio B Odds ratio
(standard error) Exp (B) (standard error) Exp (B)

Income per up to 500 -2.305*** (0.163) 0.100 -2.207*** (0.148) 0.110
consumer unit 500 — 999 -1.391*** (0.065) 0.249 -1.572*** (0.067) 0.208
(PLN) 1000-1499 -0.709*** (0.058) 0.492 -0.767*** (0.057) 0.465

1500-1999 ref. ref.

2000-2999 0.535*** (0.065) 1.708 0.435*** (0.064) 1.546

3000+ 1.191*** (0.091) 3.291 0.986*** (0.095) 2.680
Age of household  up to 24 0.058 (0.196) 1.060 -0.698***(0.243) 0.498
head 25-34 -0.056 (0.075) 0.946 0.115 (0.070) 1.122

35-44 0.016 (0.067) 1.016 -0.119* (0.063) 0.888

45-59 ref. ref.

60-64 -0.020 (0.069) 0.981 0.169** (0.082) 1.184

65 and above 0.199** (0.085) 1.220 0.257*** (0.081) 1.294
Job-market status  Employees ref. ref.

Unemployed -0.325* (0.171) 0.723 -0.254 (0.167) 0.776

Inactive -0.293*** (0.070) 0.746 -0.293*** (0.073) 0.746
Constant -0.047 (0.058) 0.954 0.120** (0.054) 1.128
N 11645 11049
Measure of fit (Cox-Snell R?) 0.154 0.153

effects are significant at: *** 0,01, ** 0,05,* 0,1 level

In both of the periods subject to analysis differences in households’ incomes influenced the
probability of savings possession in a comparable way, although a very slight flattening of income level
results may be observed in 2013. This is mostly a consequence of the increased ability of households to
save even very low amounts of money in the light of increasing incomes. The probability of having
savings still varies significantly across income groups. The odds for savings in the group with incomes
ranging from 1000 to 1499 PLN was lower than in the reference group (households with incomes within
the range of 1500 — 1999 PLN) . In the group of households with incomes between 2000 and 2999
PLN, the odds of having savings are higher by 54.6% than in the reference group in 2013. In the lowest
income household group (up to 500 PLN), the odds ratio with respect to the reference group amounts to
merely 0.11, which is very similar to the value obtained for 2011. This implies that the relative chance
of savings possession in the lowest income group was about 90% below that of the reference group. In
the following group (500 — 999 PLN), the odds for savings possession were around 80% lower than in
the reference group, which further declined between 2011 and 2013. A considerable increase in the
probability of savings may be observed in households with incomes exceeding 2000 PLN. Nevertheless,
the odds ratio of savings possession for households with higher incomes decreased in the past two years.
In 2013, among households with largest incomes (3000 PLN and above), the odds for savings possession
were 168% higher than in the reference group, which translates into a probability of savings equal to
0.751 (assuming household head employment and age between 45 and 59). In the previous study round,
the chances of having savings in this group was over three times higher than that estimated for the
reference group.

Job-market status was a significant determinant of having savings in both periods of study. Both
households with unemployed heads and those who were inactive labour had significantly lower odds of
having savings compared to the working head reference group while the differences to those with
unemployed heads were not significant. In 2011 and in 2013, the odds of having savings were smaller
by 25% in the household groups with inactive labour heads, as was the case for unemployed heads,
though their situation showed a relative improvement compared to 2011. Analysis of the effect of
household head age on the odds of having savings indicate that the largest probability is observed among
those of 65 years of age or older. In 2011, the odds for having savings in that group was 22% higher
than in the 45-49 year-old reference group, and in 2013 this was 29% higher. Also in 2013, for
households with heads aged 60-64 the odds of having savings were 18% better than the reference group.

In 2011, the influence of age on the probability of having savings was very similar among all the
groups of households with heads aged 25-64. In 2013, the situation changed with a marked fall in the
odds of having savings in the youngest household group (head up to 24 years old) and those of heads of

19 In logistical regression models, variable coefficients inform of the relative chances of success that are defined as the probability of success
(here having savings) to that of failure (lack of savings).
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35-44 years of age. However, the odds for those of 60 or more increased in the past two years compared
to the reference group.

Unlike in the case of changes in the share of households with savings, that of households with a loan
has been systematically decreasing. In 2013, this was below 37%, which means a drop on 2011 of around
2 p.p. and 4 p.p. on 2009. A decrease in household borrowing is observed although the Polish credit
market, which still remains relatively poorly developed as total household debt was only 33% of GNP,
while the EU average is about 60%. So, processes associated with convergence ought to stimulate a rise
in the household activity in terms of financial services. It should be underlined that over a prolonged
period, there were significant barriers to credit accessibility especially for the poorest households. These
limitations were mostly due to the regulatory activity of the Polish Financial Supervisory Authority,
with the Recommendation T2° most responsible for the effect on the Polish financial market. This
reduced the supply of small-value consumer loans by banks, which initially caused a fall in the share of
households on the credit market. In order to assess which groups of households were most strongly
affected by the credit squeeze, we estimated a logistic regression model. In this model, the dependent
variable is the possession of liabilities, while the explanatory variables are the same as in the case of the
regression model for savings, in which the probability of having liabilities is dependent on income, age
of household head and his/her labour market status (table 4.3.2).

Table 4.3.2. Results of logistic regression model estimation of household liabilities

2011 2013
Explanatory variables B Odds ratio Odds ratio
(standard error) Exp (B) (standard error) Exp (B)

Income per up to 500 -0.326*** (0.104)  0.722 -0.633*** (0.111) 0.531
consumer unit 500 — 999 -0.145** (0.061) 0.865 -0.058 (0.063) 0.944
(PLN) 1000-1499 0.000 (0.060) 1.000 -0.015  (0.060) 0.985

1500-1999 ref. ref.

2000-2999 0.042 (0.068) 1.043 -0.023  (0.067) 0.977

3000+ 0.064 (0.084) 1.067 0.429*** (0.088) 1.535
Age of upto24 -1.077*** (0.221) 0.341 -1.322*** (0.286) 0.267
household 25-34 0.422*** (0.068) 1.525 0.394*** (0.067) 1.484
head 35-44 0.464*** (0.061) 1.590 0.530*** (0.057) 1.699

45-59 ref. ref.

60-64 -0.180*** (0.062) 0.835 -0.230*** (0.077) 0.795

65 and above -0.891*** (0.080)  0.410 -0.758*** (0.078)  0.469
Job-market Employees ref. ref.
status Unemployed -0.633*** (0.140)  0.531 -0.018  (0.132) 0.982

Inactive -0.218*** (0.063) 0.804 -0.170** (0.068) 0.844
Constant -0,190*** (0,057)  0.827 -0.400*** (0.054) 0.670
N 11507 11046
Measure of fit (Cox-Snell R?) 0,076 0.070

effects are significant at:*** 0,01, ** 0,05,* 0,1 level

In comparison to the savings model, income level seems to have a weaker influence on debt
possession. In 2013, the odds of borrowing in households with incomes up to 500 PLN were 47% lower
than that of the reference group of 1500-1999 PLN. In groups of households with income in the ranges
of 500-999 PLN, 1000-1499 PLN and 2000-2999 PLN, the odds for borrowing were similar to that of
the reference group. Only among households with incomes of at least 3000 PLN was there a markedly
higher probability of debt.

There was a significant change between 2011 and 2013 in the probability of debt in the highest and
lowest earning household groups. It seems that, as a result of the regulations limiting access to financing
for the least prosperous households, the probability of debt possession was clearly reduced among lowest
income households, but this rose slightly with incomes of 500-999 PLN and very markedly for the
highest incomes. In 2011, the odds of households borrowing in the income range of over 3000 PLN
were close to those reported for incomes of 1000-1999 PLN. In 2013, the highest earners had 53%
higher chances than the reference group of 1500-1999 PLN.

While income variables had the largest influence on the possession of savings, with borrowing age
of household head played the crucial role. As expected, compared to the reference group (age of the

20 Recommendation T was introduced to implement a range of risk-management good practices for banking sector retail credit exposure. It
contains a range of regulations on bank credit activity, the most significant of which for households were more stringent creditworthiness
criteria. These reduced households’ access to credit to a marked degree.
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household head 45-59), the younger head households are more active on the credit market than the
reference group. The profile of borrowing probability for age is similar for both of the compared periods.
In 2013, the odds of borrowing in the groups aged 25-34 and 35-44 were 48% and 70% higher
respectively than in the reference group. This was mostly due to high consumer activity typical for the
earlier stages of life (purchase of consumer durables, first accommodation etc). After a certain age, the
bulk of needs likely to be financed by external sources are satisfied and the propensity to acquire
additional debt falls. It should also be remembered that activity of households with heads of over 44
years of age is significantly affected by the fact that they began their professional activity at a time when
the market was at a very early stage of development and did not offer financial products suitable to the
needs of that group.

The households with the youngest group of heads (up to 24) do not appear to meet financial
institutions' creditworthiness criteria. This is borne out by the availability of credit as measured by the
odds of borrowing, which were 73% lower than in the reference group. In the case of the households of
older persons (household head aged 60 and more), the odds of borrowing with respect to the reference
group is 20% lower for the households with heads aged 60-64 years and 53% lower for those with heads
aged 65 and more.

Similar to the savings model, employment increases the probability of borrowing as observed both
in 2011 and 2013. Nevertheless, in 2013 household head's unemployment status did not significantly
affect the probability of borrowing in comparison to those with heads in employment. In 2011 the odds
for borrowing for the unemployed and the employed were by 47% lower for households with the same
incomes and heads of the same ages. However, in 2013 this difference was merely 2% and was not
statistically significant. This may mean that thanks to increased competition among firms offering short-
term financing to these households that paid their obligations (notwithstanding the fact of being in steady
employment), households with temporary job market problems were able to gain access to credit.

The odds for borrowing in the group of household with heads not active on the labour market did
not change significantly compared to 2011, and were 20% lower than the reference group in 2011 and
15% lower in 2013.

4.3. 3.2. Structure of Polish household savings in relation to the form and aims of savings

Part of the Social Diagnosis is devoted to monitoring the forms, aims and extent of households’
saving activity. The structure of households’ saving in terms of form is presented in chart 4.3.20 and
point 4.3.2, and in terms of aims in 4.3.21 and point 4.3.2. This data does not however allow for
comparison of the structure of savings with respect to forms and also their objectives. Combining
information on the three dimensions of saving; i.e. size, form and aim allows the presentation of
households’ general savings structure in terms of forms and aims?%. Analysis was conducted on the basis
of multinomial logistic regression model estimates. Table 4.3.3 presents savings profile in terms of
savings form?2,

The lion’s share of Polish households’ savings is in the form of PLN savings accounts. Our estimates
indicate that around 43% of assets are gathered in this form. In second place there are savings in the
form of cash, which account for almost 14% of all savings even though this is the most archaic form of
saving. Over 11% are kept in the form of investment funds. Other forms are less popular: 6% of all
assets are held on foreign currency accounts, 5% in real estate investment, 4% in shares and a similar
figure in insurance policies. The smallest part of household savings are in the form of shares not listed
on the stock exchange, which accounts for around 1.3% of total savings. However, it should be born in
mind that the household perspective does not include the assets of Open Pension Funds on the stock
exchange, as well as other forms of savings in shares involving at least a part of household savings.

The results of savings structure analysis in terms of purpose indicate that households react to signals
about the necessity of making provision for security in old age (table 4.3.4).

The lion’s share of Polish households’ savings (19%) have been accumulated as a security for old
age, with a similar percentage (18%) saved as a reserve in case of emergency. The third most popular
aim was the purchase of a house or flat, which together account for about 10% of the total savings,

21 Analysis was only possible for 2013 because of the change in the number of forms and purposes of saving in the cafeteria of questions, as
well as also in the sources and purposes of borrowing.

22 The basis for analysis of savings and borrowings profiles by form and purpose were multinomial logistical regression models. Also the
relations of average savings by selected purpose were calculated on the basis of the results of this modeling as was the size of borrowing by
source and purpose.
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which is actually not such a large share given banking (and other lending institutions') down-payment
requirements for property purchase. A significant aim of saving is securing the future of children, which
accounts for around 9% of the total.. The smallest share is savings for regular household bills (2%).

Table 4.3.3. Structure of savings in 2013 by form of savings®

Form of savings Estimated share of form of savings
Ztoty bank accounts 43.2
Foreign currency accounts 6.0
Bonds 39
Investment funds 114
Individual Pension Funds / Retirement Insurance 21
Stock exchange shares 2.3
Shares in companies not listed on the stock exchange 1.3
Real estate 5.2
Investment in material goods other than real estate 24
Cash 135
Insurance policies 3.7
Long-term savings plan 2.7
Other forms 21

Table 4.3.4. The structure of savings by saving purpose in 20132

Purpose of savings Estimated percentage of savings with a given purpose

Current consumption reserve (food. clothing etc.) 5

Regular household bills 2.1
Purchase of consumer durables 4.7
Purchase of house/flat. down payment for building association 10.3
Renovation of house/flat 5.8
Healthcare 45
Rehabilitation 2.3
Leisure 6.6
Reserve for the unexpected 18

Children’s future 9.0
Old-age security 18.9
Own business development 2.8
Other purposes 5.8
No special purpose 41

4.3.3.3. The structure of debt and repayments of Polish households by source and aim

As in the case of savings, in Social Diagnosis Survey there are also monitored: the value of Polish
households’ debts and their sources and aims. Also in this case it is possible to combine the information
from these three dimensions in order to provide the structure of obligations in terms of their source and
aims. Furthermore, in this edition of Social Diagnosis, the scope of information gathered from
households was extended by information on monthly payment burden. Thus it was possible to link the
information on the size of repayments with the source of obligation and also that on repayments burden

2 The results presented in this table show how Polish households keep their savings and the structure of those savings in terms of form. It
should however be noted that a study of this kind is not capable of including the most wealthy households, and this should be taken into
consideration in the interpretation of these results. Also it is impossible to take into account that the majority of assets on the Warsaw Stock
Exchange are owned by a small group. So the best explanation for these statistics is that they present the forms of Polish household savings
not including that of the highest earning group with the largest savings.

24 See footnote 23.
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with the obligation aim. Therefore it was possible to present not only a breakdown of the debt, but also
a breakdown of its servicing. These are often very different values, which is mostly affected by different
lengths of different obligations — those with shorter maturities usually result in a higher service burden
because the payments of principal and interests are higher. However, it should be noted that the weight
of the latter factor is often exaggerated, especially for short-term obligations.

In the current edition of the Social Diagnosis, the range of source of financing categories was
extended. Currently, households can choose from five possibilities: (1) banks, (2) credit unions (SKOK),
(3) financial intermediaries offering installment loans, (4) other lending companies, and (5) private
individuals. Previously the choice had been confined to banks, other institutions or private individuals.
The structure of households’ obligations by source is presented in chart 4.3.20, point 4.3.2. However,
this does not fully show the differences associated with the very varied size of obligations from different
sources. Table 4.3.5 shows the structure of obligation size by source with the structure of servicing
presented as well.

Table 4.3.5. The structure of households’ obligations and their servicing by source in 2013

Debt holder Estimated percentage of total debt Estimated percentage of total
from a given source repayment of debt from a given
source

Banks 97 89.4
SKOK 0.8 2.9
Credit agencies. shops 0.8 3

Other lending companies (e.g. Provident) 0.7 25
Private lenders 0.7 2.2

The banking sector is the provider of 97% of all household borrowing. This is mainly in the form of
mortgages, which are traditionally loans of a large value. The remaining 3% is more or less equally
divided between the other sources. Around 0.8% is provided by credit unions, with a similar value for
installment loan agencies. Lending firms provide more or less the same as households lend each other
at 0.7%.

Because bank sector obligations are more often long-term, households devote a proportionally larger
part of their income to servicing short-term obligations. Even though bank loans make up 97% of all
household debt, the outlays on servicing account for 89% of all monthly repayments. Consequently,
11% of the repaid sums goes on servicing of the remaining debts. This also shows that, to a large extent,
media revelations suggesting households' high debt burden from other (non-banking) institutions are
incorrect. The results also show that the size of repayments is proportional to share in borrowing if loans
from other then bank sources are taken into account. Households dedicate 2.9% and 3% to service
obligations to SKOK and installment loan agencies respectively, which have a 0.8% share of total
borrowing each. Other lending firms receive 2.5% of the servicing budget and private persons obtain
2.2%.

The structure of households with debts broken down by purpose is presented in point 4.3.2., and the
distribution of households with debts broken down by their purpose is presented in figure 4.3.24. In
table 4.3.6, as in the case of the source of debt, we present the structure of debts with respect to their
purpose?. The results also show the share of repayments associated with particular aims in the whole
repayment budget.

In 2013 the largest share of household borrowings financed purchase of a house or a flat at 65% of
all household obligations. Further aims were significantly less visible in total household debt as nearly
12% was dedicated to the redecoration of houses or purchasing of household durables at 8% of all debts.
It is however worth mentioning that these last two borrowing aims were the most common. The
following objective of borrowing is to repay previous debts. This purpose was satisfied by one in forty
borrowed ztoty among all of borrowings. The smallest share with less than 0.5% of total debt obligations
was associated with purchase of stocks and for educational purposes.

25 Average amounts of debt were calculated on the basis of the correspondence of the log-normal distribution with the distribution of expected
answers to on the amount of debt in relation to possessed savings.
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Table 4.3.6 The structure of household obligations by their aim and servicing in 2013

Aim of borrowing Estimated percentage of total Estimated percentage of total repaid
borrowing to finance a selected purpose  borrowing to finance a selected purpose
Current consumption reserve (food. 19 5.4
clothing etc.)
Regular household bills 15 2.8
Purchase of consumer durables 8.2 18.1
Purchase of house/flat 65.0 32.8
Renovation of house/flat 11.8 20.0
Healthcare 0.6 25
Rehabilitation 1.3 15
Leisure 0.5 11
Reserve for the unexpected 0.0 0.1
Children’s future 25 4.7
Old-age security 25 2.7
Own business development 0.1 0.7
Other purposes 0.3 0.7
No special purpose 0.4 0.8
Other purposes 35 6.2

The greatest share of borrowing associated with the purchase of housing is accompanied by the
corresponding highest servicing outlays. However, even so, these make up only 33% of all debt
repayments. So, as far as house/flat purchase accounts for 2/3 of all household obligations, its servicing
amounts to no more than 1/3 of all repayments. It is a consequence of the markedly longer maturity of
mortgages. The next position in the servicing budget is that of the two most common borrowing goals:
purchase of durables and home redecoration, making up 18 and 20% of all payments respectively. Debt
for consumption purposes are rather costly as proven by their 5.4% share in the servicing budget while
they only make up 1.9% of the total value of debt obligations. On the basis of the results, it can be
concluded that the most expensive form of borrowing is for education and healthcare. Even though child
and personal education borrowing only makes up 0.4% of the total value of household debt, its servicing
amounts to 1.4% of total monthly repayments. In the case of healthcare borrowing, this relation is 0.6%
to 2.5%.

4.3.3.4 Summary

In 2011-2013, there were further changes in households' financial market activity. Above all, for the
first time in the history of the study, the share of households declaring possession of savings exceeded
that of obligations. This was a consequence of two features. On the one hand, the growing incomes of
Polish households translate into the chance of saving much more strongly than the will to borrow. On
the other hand, the market for bank financing has been strongly limited in recent years, which has
resulted in a fall in the number of households taking loans for consumption purposes. The perspectives
for household activity on the financial market in the forthcoming years are to be to a great extent
determined by the pace of income growth, but also by bank lending policy. Readiness to take loans will
be undoubtly limited by lower number of new households entering the market as the demographic trough
of the 1990s enters the market. On the other hand, one can expect a continuation of the increasing role
of mortgage borrowing, which should further boost the total value of Polish households borrowing.

The results of the Social Diagnosis 2013 also clearly show that households still save mainly in the
form of bank saving accounts, and cash savings remain considerable. An important part of household
savings is ,,protective” in nature, as over half are for old age, in case of emergency and childrens' future.
The sum of savings for purchase of durable goods, housing or running businesses amounts to less than
20% of the total. The share of savings on healthcare is no more than 7%, as is the case of vacations. It
would seem that in subsequent years, the profile of savings should change with demographics. One can
expect more savings on investment in health (treatment, rehabilitation and vacations) and old-age
security.

As far as borrowings are concerned, our analysis shows the unambiguously dominant position
of banks, which own 97% of household debt. Information concerning the unusual burden of servicing
obligations to other lending companies has not been confirmed, with this kind of servicing amounting
to only 2.5% of payments. Mortgage payments dominate in terms of both purpose and scale of
borrowings.



