Identity, Consumption and Financial Security of Households in Poland 
Abstract

The paper applies the concept of identity to investigate whether consumer behavior matters for a household’s financial security. It is assumed that considerable part of households may express their identity through status-oriented consumption. The research is carried out in two steps. First, the index of financial security is built and used to investigate the level of financial security experienced by working-age families in Poland. Second, the simulation results based on an econometric model are employed to find the answer to the question: Does financial insecurity result more from the need to manifest consumption at the higher level than average in an income-group of which people are members, or people want to be distinguishable inside of own income-group but they do not identify with a group having consumption at visibly higher level, or from the  need to improve self-image by bringing own consumption closer to the pattern of a group with higher wealth status of which they are not members?  The source of data is the 2005-2009 Households Budget Surveys in Poland. The findings point at display consumption as a main cause of households’ financial insecurity in Poland. The need to be distinguishable inside own income-group shapes the consumption prototype of the insecure rich while a desire to improve self-image by approaching own consumption to the highest expenses seems to be the dominant consumer behavior rather for the insecure poor. 
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INTRODUCTION

The household’s identity (a household is treated as the whole) shapes consumer behavior and affects the household’s choice of a consumption pattern. The concept of identity has been introduced into economics by George  Akerlof and Achel Kranton (1998, 2000, 2005) and by John Davis (2003, 2007). Akerlof and Kranton have focused on the social identity drawn directly from social psychology and self-categorisation theory. They have incorporated the social identity  as an argument in the utility function. Davis has employed the sociological approach to identity and suggested to treat the individual as being active in creating a personal identity. 

The purpose of the paper is to apply the concept of identity (mainly social identity) to investigate causes of financial insecurity of households in Poland.

The structure of the paper is as follows: the research concept is presented in the first section; the methodology in the second; findings in the third and finally the conclusions.

1. RESEARCH CONCEPT

Akerlof and Kranton, in their book “Identity of Economics”, have given the following definition of the term “identity” and its relations to social categories and norms: “People’s identity defines who they are-their social category. Their identities will influence their decisions, because different norms for behavior are associated with different social categories. First, there are social categories (…).Second, there are norms for how someone in those social categories should or should not behave. Third, norms affect behavior” (2010, p. 13). Social categories are broad social science classifications used to describe widely recognized social aggregates (Davies, 2007, p.350). In the Akerlof-Kranton framework the social identity means that individuals identify with people in same categories and differentiate themselves from those in others (Akerlof and Kranton, 2000, p. 720). 

The social identity is based on the idea of “identifying with” others, while the personal identity on the idea of “identity apart from” others.  Individuals have personal identities as well as social identities, and these two concepts are related as Davis has emphasized (Davis, 2007, p.355). He has suggested to see personal identity as being fundamental in the sense that individual creates his/her identity, considering the utilities drawn from multiple social identities. The Davis extension of the Akerlof and Kranton utility function by incorporating, additionally, personal identity, makes identity reflective in the sense that the individual evaluates the utility created by social identity, taking into account how this utility contributes to their personal identity. 

Consumption is  related to the process of identity formation by signaling status. First, consumption points at the reference groups with which people want to identify. Second, relative status determines patterns of behavior (such as for example white or blue collar habits), (Herrmann-Pillath, 2008).

A reference group is a group of people (or even a person) that significantly influences an individual’s behavior. Such an influence can appear when people orient themselves to other than membership groups in shaping their behavior and evaluations (Merton and Rossi, 1949). Reference groups unmask people’s preferences on behavior and lifestyles, influence self-concept development, contribute to the formation of values and attitudes, and generate pressure for conformity to group norms (Bearden and Etzel, 1982)

Kelley (1947) distinguished between reference groups used as standards of comparison for self-appraisal (comparative) and those used as a source of personal norms, attitudes and values (normative). 

Based on the work of Deutsch and Gerard (1955) and Kelman (1961), information, utilitarian and value-expressive influences can be identified. Informational influence can flow from a need to be a properly informed. Those who offer information influence others. Utilitarian reference group influence appears if an individual feels that it will be useful to meet the expectations of people significant for him or her.  Value-expressive influence is characterized by the need for psychological association with a person or group and is reflected in acceptance of positions expressed by others. This association can take two forms: being like the reference group or liking for the reference group.

The reference group construct is important in at least some types of consumer decision making. Many individuals can manifest their identity thorough consumption. They may derive utility from the consumption of commodities. Consumption can be seen through status goods that are defined according to their meanings, not to their functions. Their utility depends on the interactions in social networks which manifest status orders. As Herrmann-Pillath (2008) emphasizes status goods entirely depend on the cultural frame in the sense that everything can be a status good. Even consumption of  foodstuffs influences the process of identity formation. Akerlof and Kranton argue that individual utility is partly determined by the extent to which one perceives to conform with certain social types to which one strives to belong. In the same sense Potts et al. (2008) define social network goods as goods in which individual utility is partly determined by the extent to which others also consume the same good. Consumption of such social network goods leads towards collective patterns of consumption.    

Osberg (1998) points that that the maintenance of social identity depends partially on whether or not individuals have the discretionary income to purchase goods and services perceived as appropriate to manifest their identity. Economic insecurity about outcomes can, therefore, be highly threatening to the individual’s identity. 

The paper addresses the inverse influence, it means, the influence of identity on a household’s financial security
. The household’s identity (a household is treated as the whole) shapes consumer behavior and affects the household’s choice of a consumption pattern. 

The research is carried out under the assumptions that 1) households appreciate consumption and then a group characterized by high levels of consumption will have a higher status than a group characterized by low levels; 2) for some households consumption expenditure may be more important than income, as a criterion, when they compare themselves.

The main hypothesis is that life beyond means can be an important cause of financial insecurity. The positive verification of this hypothesis would mean that the need to identify with others or to identify apart from others is superior to rational behavior to respect the budget constraint. 

The purpose of the paper is to apply the concept of identity (mainly social identity) to investigate whether consumer behavior matters for financial insecurity of households in Poland.

The research questions are as follows:

1)  How large fraction of households can be considered really secure, and which percentage of families is strongly vulnerable?

2) Which groups of households can enjoy the high level of security and which of them experience financial risk taking into account: education level attainted, income source and age? 

3) How relevant are three factors included in the financial security index: assets, budget and housing, for overall financial security of households?

4) What factors are responsible for the low level of financial security – too low income or too high loan burden,( if yes, consumer or housing loans are more important?) or consumer behavior? 

If it occurs that consumer behavior  is an important cause of financial insecurity:

5) Does financial insecurity result more from:

· a need to manifest consumption at the higher level than the average in an income-group of which people are members, or people want to be distinguishable inside of own income-group but they do not identify with members of own groups having the highest consumption expenditure; 

or

· a need to improve his/her self-image by having consumption at the highest level in own-income group;

or

· a need to bring own consumption closer to the pattern of a group with higher wealth status of which they are not members; people want to create the impression of attachment to the group with higher consumption rather than to be associated with this group.

6) Which goods are considered status goods by households in Poland?

2. METHODOLOGY 

The research is carried out in two steps. First, the index of financial security is built and used to investigate the level of financial security experienced by working-age families in Poland in 2008-2009 as well as the relevance of three potential causes of financial insecurity: too low income, too high loan burden and life beyond of means.

Second, the simple simulation based on  the regression estimation is applied to find answers to the research questions (presented above) related to the influence of consumer behavior on financial insecurity.

2.1 THE INDEX OF FINANCIAL SECURITY OF HOUSEHOLDS

In the literature there are two concepts: economic security and economic insecurity. Scientists define economic insecurity concentrating on either existence of current losses (Hacker, 2007) or anxiety, fear connected with the possibility of occurrence of such losses in the near future( Osberg, 1998; Dominitz, Manski, 1997;  Anderson, Gascon, 2007). In contrary security is regarded as the fulfillment of certain conditions which guarantee the individual wealth (Beeferman, 2002; report „By a Thread: The New Experience of America’s Middle Class (2007) prepared together by Demos: A Network for Ideas & Action and The Institute on Assets and Social Policy at Brandeis University; ILO Socio-Economic Security Programme). 

Financial security is defined very narrowly in the paper as the ability to achieve  income necessary for covering household needs at its suitable level and to create financial reserves to be at disposal in case of unfavorable accidence (sickness, job loss, family breakdown). 

From microeconomic point of view it is essential to distinguish whether the household is economically secure or not. From the macroeconomic position it is important to assess the aggregate level of security broken by different groups of households. 

Source of data: Household Budget Survey (HBS) conducted by the Polish Central Statistical Bureau  for the panel of 2005-2006 and 2008-2009. Each household is included in the HBS over two years. The total number of households in the panel 2008-2009 is equal to 8034. The structure of the sample is as follows: 7049 households with income from hired work (3981 manual worker households and 3068 non-manual worker households), and 985 households with income from self-employment. The total number of households in the panel of 2005-2006 is equal to 7638. 

Poland enjoyed very dynamic growth over the period of 2005-2008. The research period is chosen to investigate a change in consumer behavior that could matter for financial security between the beginning of economic prosperity (2005-2006) and the first wave of the financial crisis (2008-2009) three years later. 

The methodology of the financial security index covers:

· defining a sample;

· identifying factors influencing financial security;

· setting weights for the factors in the index;

· setting for each area included in the index: 1) a threshold that would be optimal to support overall financial security, and 2) a threshold that would threaten it - finally, determining percentage of households that  met these thresholds.

· defining criteria for considering the family: 1) secure, or 2) at high risk, or 3) in-between these two groups;

· calculating the index for each household.

2.1.1. Defining a sample

The research is based on a sample covering households meeting two following criteria:

· main income source  - households which main income source of maintenance is: income from hired work or income from self-employment (employees and  owners of small and medium-sized firms, lawyers, artists, journalists; excluding farmers); all incomes are considered equivalent incomes; the modified OECD scale is used: 1 for the first adult person in household, 0.5 for each next member of household – 14 years and over, 0.3 – for every child under 14 years.

· age range – age of household head: 25-64 (working age for a man with the university’s diploma) 

The whole sample, based on these two criteria, is divided into sub-samples called “ the rich and “the poor”.  The threshold for income is set as 150 percent of social minimum (adjusted to a household size using the OECD scale). Social minimum is not a poverty line. It constitutes income that allows to keep living standards at the minimum but fair level, including not only biological but also social needs. Social minimum is calculated by the Institute of Labour and Social Studies. 

The additional criterion has been applied to support a choice of 150% of social minimum as the threshold. In the paper it is assumed that a family that consists of parents, who are appointed teachers, and two children, one below 14 and second upper 14, should be  included in a group of the relatively well-off households. A double wage of an appointed teacher gives such a family income only a little bit higher that 150% of social minimum. For example, in 2009 the 150% of social minimum for a 4-person family was equal to 1844 PLN ≈ 461 EUR (an equivalent income per person per month). 

2.1.2. Identifying factors influencing financial security and setting the 

          weights and thresholds form them

Factors included in the index

The index covers three factors: financial assets, housing and budget. All three factors are crucial for financial security defined narrowly in this paper. Each factor is included in the index with its weight that reflects its relevance for overall financial security. The weight depends on the percentage of households that meets the threshold of risk for financial security.

Assets

Assets are the key factor of financial security. The problem occurs how to estimate household’s assets when data on savings, securities  as well as on home equity are not available at a household’s level. It seems to be acceptable to investigate whether a household has been able to generate savings over two succeeding years (a given household is included in the HBS only over two years). Basing on this proposal  the 2-year sum of an increase in savings plus capital income has been applied as a proxy of assets accumulated over two years; in details:

household’s assets accumulated over two years = ( savings in two succeeding years + sum of income from property and income from rental of a property and land in two succeeding years

An increase in savings is calculated as a surplus of available income over total consumer expenditures and loan repayment and private insurances; in details:

Income from hired work or Income from self-employment 

-  total expenditures on consumer goods and services

-  principle and interest of loans (excluding housing loans)

-  private insurances

------------------------------------------------------------------------------

= ( savings in a year 

The asset factor is included in the index as the number of months when a family could meet 75% of its essential living expenses, using financial assets accumulated over two last years (the increase in assets calculated as above).

Essential living expenses are expenditures on food, housing (without spending on furniture and equipment), clothing, transport(without purchases of cars and motors, bicycles), health care, personal care, education, transport insurance, private health insurance.

Thresholds for the asset factor

Setting the thresholds is based on the average number of months without income from hired work or self-employment. This number of months depends on the situation in a labor market and it was equal to 10 months in 2009. Therefore:

·  The optimal level for financial security  -  the level of assets accumulated over two last years that allows a family to cover 75% of its essential living expenses for at least 150% of average number of months without employment income or income from self-employment;

· Risk for financial security – the level of assets accumulated over two last years that allows to finance 75% of its essential expenses for less than 50% of average number of months without employment income or income from self-employment.

Housing

The housing factor means a percentage of after-tax income spent on housing.

Housing expenses: mortgage principle and interest for owned home/or vacation home, rent, insurance, maintenance, utilities, fuels and public services.

Thresholds for the housing factor 

In absence of the Polish definition of housing affordability the thresholds are based on the definition used by the Department of Housing and Urban Development in USA. This definition can be also accepted in Polish conditions.

· The optimal level for financial security – less than 20% of after-tax income spent monthly on housing;

· Risk for financial security – more than 30% of after-tax income spent monthly on housing

Budget

The budget factor is included into the index as the ratio of the amount left at the end of the month after paying taxes and covering living expenses to the amount that allows to make ends meet.

This amount should afford a family to cover the costs of expensive medicines, to improve housing, or in general, to improve the quality of life or saving and investing.

In details:

Living costs = 

Income from hired work/income from self-employment + income from property and income   

                                                                                             from rental of a property and land

· total consumer expenditures

· principle and interest of loans and house loans 

· house, life, health and other private insurances

Thresholds for the budget factor

An amount that allows to make ends meet is a base for the thresholds. In 2009 this amount was equal to 806 PLN per month/ per equivalent person (≈ 202 EUR). 

· The optimal level for financial security – Amount left at the end of the month after paying taxes and covering living costs is more than 150% of the amount that allows to make ends meet (the amount adjusted to a family size);

· Risk for financial security – Amount left at the end of the month after paying taxes and covering living costs is less than 50% of the amount that allows to make ends meet (the amount adjusted to a family size).

2.1.3. Defining criteria for considering the family secure, or at high risk

A family can enjoy financial security, if at least two factors for this family meet the optimal threshold for financial security.

A family is exposed to financial insecurity, if  at least two factors for this family meet the threshold defined as risk for financial security. 

If a family falls between these two groups it means that the family is not at high risk but its financial security is fragile.  

2.2 .  THE ECONOMETRIC MODEL

In the second step of the research - for each panel data, 2005-2006 and 2008-2009 - the sample of insecure households (determined in the first step) in each panel  is divided into groups: 

· the insecure rich – households with an equivalent income above 150 percent of social equivalent minimum in a given year, (N=1085 for 2005-2006 and N=1442 for 2008-2009)

· the insecure poor – households with an equivalent income below 150 percent of social equivalent minimum (N=4374 for 2005-2006 and N=3092 for 2008-2009)

2.2.2. Variables

For each of these two groups in each panel the econometric model is estimated with the financial security index as the dependent variable. The reason to estimate the model for each panel is that a given household is included in the HBS only over two years.

A household is an observation unit, it means that identity of the household refers to the family’s identity shaped by interactions between family members. An individual’s decision about whether or not to buy a good may be influenced by the expectations of family members.

There are two groups of insecure households, the insecure rich and the insecure poor. Each insecure household is characterized by vector of expenses on consumer goods and services Gi = (G1i….GCi)

Gci, where i means an insecure household, i = 1…N; and c means a category of consumer goods and services, c = 1…C

A social group determined by the wealth status, (the rich or the poor) is characterized by two kinds of the prototype of consumption, Gcjk:

1) Gcjm  is equal to the mean expenses (m) on c category of goods and services across members of j group (the rich group or the poor group); or

2)  Gcjh  is equal to the average of ten highest expenses (h) on c across members of j group 

Gcjk, where j means a group (the rich=r, or the poor=p); k means a kind of the prototype for consumption of c category of goods and services; k can be, m, the mean expenses across members of the whole rich group, r,  (or of the whole poor group, p) and  h, the highest expenses (precisely, the average of ten highest expenses) across members of the whole rich group, r,  (or of the whole poor group, p). The prototype of consumption is based on the consumption of the rich, as the whole and on the consumption of the poor, as the whole, not on the consumption of insecure households. The values of prototypes of consumption are presented in Table 1A in the appendix

The main independent variables

The research covers 12 categories of consumption expenditure:

· Food and non-alcoholic beverages
· Alcoholic beverages, tobacco
· Clothing and footwear
· Housing, water, electricity, gas and other fuels
· Furnishings, household equipment and routine maintenance of the house
· Health
· Transport
· Communication
· Recreation and culture
· Education
· Restaurants and hotels
· Hygiene
The main independent variables measure the 2-year sums of weighted distances between the insecure household’s expenses on particular categories of consumer goods and services and the levels of expenses described as the prototypes of consumption. 

First, the distance between the insecure household’s expenses and the mean expenses in its income group (it means the rich or the poor). Such the distance is assumed to reflect the need to be distinguishable inside of own income-group by having consumption at higher level than the own-group average but without liking for expenditure at the top. 
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Second, the distance between the insecure household’s expenses and the expenses made by the group with higher material status. This distance reflects the need to create the impression of attachment to the group with higher consumption rather than a desire to be associated with this group.

· for the insecure poor – the distance between the insecure household’s expenses:

                                                -   the mean expenses of the rich  
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or  

                                                -   the highest expenses of the rich 
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Third, the distance between the insecure household’s expenses and the highest expenses in own group. This distance describes the need to improve household’s self-image by having consumption at the highest level in own group;

· for the insecure rich  - the distance between the household’s expenses and the highest expenses across members of the rich:
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· for the insecure poor  - the distance between the household’s expenses and the highest expenses across members of the poor:
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Fourth, the distance between the insecure rich household’s expenses and the highest expenses of the poor (the highest expenses across members of the poor are at visibly higher level than mean expenses for the rich, and of course, they are lower than the highest expenditure made by the rich - see Table 1A). This distance is assumed to show that some households may evaluate that a group characterized by high levels of consumption will have a higher status even such a group has lower income. If consumption, not income, is the criterion of self-categorization households who cannot afford the highest expenses made by the rich, they may attempt to  approach to the highest level of consumption manifested by the poor: 
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Finally, for each panel and for each household the 2-year sum of weighted distances between the household’s expenses on each category of consumption expenditure and the given prototype of consumption is calculated. The weight reflects a relevance of the category of consumer goods and services in the structure of equivalent consumption expenditure. 

The control variables

The regressions control for the following variables: log of equivalent income, the educational level attained by a head, age of a head, main income source, a size of family, a district where a household lives, a place of permanent residence (large, medium-size, small towns and village), consumer loan burden, housing loan burden.

The results from the model estimations will allow:

· to reveal which kind of the distance is statistically significant for explaining financial insecurity in both groups of households;

· to determine other factors important for explaining financial insecurity, like: income, loan burden, age, education, membership to white or blue collars, a family size or a place where a household lives

· to carry out the simple simulation to rank categories of consumption expenditure taking into account their influence on financial security.

2.2.3. The estimation results of regressions of financial security index

The estimation results of regressions of financial security index together with diagnostic tests are presented in Tables 2A-5A in the appendix. The regressions of financial security index are estimated by OLS. Almost all coefficient estimates on independent variables are significant at the 1% level, only few ones at the 5% level. Diagnostic tests show that the residuals are not serially correlated in all models. There is no heteroskedasticity. The residuals are normally distributed. 

2.2.4. Simulation of the decline in the household’s financial security index 

          as the result of one-standard-deviation increase in  the category of 

          consumption expenditure

The coefficient estimates on variables in the financial security index regressions are used to carry out the simple simulation of the type: “what if”. “Variables” mean the 2-year sum of weighted distances between the household’s expenses on each category of consumption expenditure and the given prototype of consumption. The simulation is aimed at estimating to what extent the household’s financial security could decline as the result of one-standard-deviation increase in the category of consumption expenditure The exercise allows to rank the expenses on particular categories of consumer goods and services taking into account their influence on financial security of households. The calculation is based on the coefficient estimates in the regression and it runs as follows:

One-standard-deviation increase in the category of consumption expenditure = parameter of variable ∙ mean standard deviation of a variable.  The percentage decline in financial security is calculated under the assumption that the value of a chosen variable increases by one standard deviation, keeping remaining variables in the regression constant at their previous levels for a given household.  The percentage decline in financial security due to the increase in a given variable  is  the average ratio of  one-standard-deviation increase in this variable (it means the increase in a given category of consumption expenditure) to existing level of the household’s financial security index (the sum of the declines in household’s financial security index=100%).

The results of simulation are presented in the Tables 6A-9A in the appendix

3. RESULTS OF THE RESEARCH

The research results are presented in two parts. The first part (3.1) covers the findings on financial security of households in 2009. The second one (3.2 and 3.3) offers the results of the simulation based on the regression estimations and the discussion on the relevance of consumer behavior for households’ financial insecurity. 
3.1     Financial security of households in Poland in 2009

3.1.1 The relevance of factors included in the financial security index in 2009

The households show vulnerabilities differentiated in each factors included in the financial security index (see Table 1).

Table 1. The relevance of the factors included in the Financial Security Index in 2009 

	 Factor
	Optimal for financial security
	Risk to financial security

	
	Threshold
	Percentage of households
	Threshold
	 Percentage of households

	
	
	
	
	

	Assets

Number of months able to live at 75 percent of current essential living expenses using financial assets accumulated over last two years
	≥ 15 months in 2009-2008


	25%
	≤5 months


	50%

	Housing

Percentage of after-tax income spent on housing
	≤20% monthly income
	68%
	≥30% monthly income
	15%

	Budget

Percentage of amount left at the end of the month after paying taxes and covering living costs
	≥ 150% of the amount that allows to make ends meet
	9%


	≤50% of the amount that allows to make ends meet
	65%


A number of households in the panel data of 2008-2009 = 8034  

The average number of months without employment/self-employment income: 10 months in 2009. 

The amount that allows to make ends meet: 806 PLN per month/ per equivalent person (≈ 202 EUR) in 2009

Source: own calculation

The budget factor occurred to be the most important determinant of overall financial security. In 2009, 65 percent of families experienced the budget problem and only 9 percent  of households ended the month having an amount that afforded them to improve the quality of life and to build assets.

The level of financial assets is also a crucial factor for security of households. Over 2009-2008 50 percent of families was not able to accumulate enough assets to meet ¾ of basic expenses for even 5 months (the average number of months without job in 2009=10 months) . Only 25 percent of families could live on assets for more than 15 months. 

Housing expenses were not a factor that threatened to overall financial security of considerable part of households. Only minority of families (15%) has spent on housing monthly more that 30 percent of its after-tax income. 
3.1.2 Calculating the Financial Security Index 
The financial security index for each household is calculated as follows:

FSi = wiA∙Ai + wiH∙(1/Hi)+ wiB∙Bi
where:

 FSi - financial security index for i household ; i = 1…N;  N=8034

Ai - asset factor as the number of months when a family could meet 75% of its essential living 

       expenses, using financial assets accumulated over two last years

Hi - housing factor means the percentage of after-tax income spent on housing

Bi - budget factor as the ratio of the amount left at the end of the month after paying taxes and 

      covering living expenses to the amount that allows to make ends meet.

wij – weight for j factor and i household: j= asset, housing, budget

The values of each factor are  normalized relative to its average. The weights are based on the percentage of households that met the threshold of risk to financial security. The weights are normalized relative to their sum.

The higher value of the index means the higher level of financial security. 

3.1.3  Insight into financial security of households in 2009

The level of households’ financial security 

The Financial-Security Index in 2009 shows that 54.7 percent of the households was strongly insecure (see Table 2). Such families experienced threats to their standard living because of the lack of assets and/or the inability to cover housing costs and/or the inability to meet basic expenses (They were vulnerable in all three factors or only in two ones but to very large extent ). 

In general, the majority (55%) of families met the standards for high insecurity. They were below the risky thresholds for two factors (assets and budget) and only the housing factor they met at middle-risky level (housing expenses more than 20% of after-tax income). 
Families who could enjoy very high financial security covered 14.2 percent of the households in 2009. They were financially secure in all three factors. If only two factors were met, the percent of secure households increases not very much, only to 15.5% (if 5 months<assets<15 months
). Foundations of economic security were very solid. The financially secure households have been able over two years to accumulate financial assets needed to cover ¾ of essential expenses for 35-41 months, in average. In 2009, when the real GDP growth rate was equal only to1.7%, they generated considerable financial surplus in their budget each month (in average, the amount left at the end of the month was two times higher than the amount that allowd to make ends meet) . Such households spent on housing only from 8% to 10% of their income, in average.

29.5 percent of households was not at immediate and high risk but these families still experienced lack of the solid foundations for safeguarding their financial security. Such households were in-between two groups, financially secure (15.5%) and not financially secure (55%).  

Table 2. Financial security of households, 2009

	Level of financial security
	Factor
	Threshold
	Financial security index
	Number of households
	Percentage of households

	Very low
	Assets
	≤5 months
	           From 

         -40.4196

To

1.170132
	4398
	54.7%

	
	Housing
	≥30% monthly income
	
	
	

	
	Budget
	≤50% of the amount that allows to make ends meet
	
	
	

	Low
	Assets
	≤5 months
	         To        

         1.183478                   
	           4422
	               55%

	
	Housing
	>20% monthly income
	
	
	

	
	Budget
	≤50% of the amount that allows to make ends meet
	
	
	

	Middle 
	Assets
	
	        From

         1.184035

        To

         3.562156

 
	             2366 
	            29.5%

	
	Housing
	
	
	
	

	
	Budget
	
	
	
	

	High
	Assets
	5<number of months <15
	        From

         3.563287


	             1246
	            15.5%

	
	Housing
	≤20% monthly income
	
	
	

	
	Budget
	≥150% of the amount that allows to make ends meet
	
	
	

	Very high
	Assets
	≥15 months
	From

3.738659

           To

           23.0416
	1141
	 14.2%%

	
	Housing
	≤20% monthly income
	
	
	

	
	Budget
	≥150% of the amount that allows to make ends meet
	
	
	

	
	
	
	
	       N=8034
	             100%


Source: own calculation

Financial security of households by income source, age and educational level

In general, the households were much more differentiated in a group of high secure families than in a group of high insecure ones considering all characteristics: income source, age and educational level. 

With reference to highly secure households two results are not surprising but two findings are not expected.  First, the fraction of families in which a head has attainted  the tertiary education is visible superior to the percentage of households with lower level of education. Second, more households of non-manual workers and the self-employed are secure than families of manual workers. However, the findings for the age ranges are unexpected. The fraction of  young families was superior to others among highly secure households what is very promising for the future. On second side the households in the age range between 35 and 54, who are expected to be relatively well-off, they made the smaller fractions of secure families.

Table 3. Financial security of households by income source, age, educational level, 2009

	 Characteristic
	
	Level of financial security

	
	
	very low
	low
	middle
	high
	very high

	
	
	Percentage of households

	
	Number of households
	
	
	
	
	

	Main income source
	
	
	
	
	
	

	Income from hired work  - manual workers
	3981 = 100%
	57%
	57.4%
	30.7%
	11.9%
	10.8%

	Income from hired work  - non-manual workers
	3068 = 100%
	51%
	51.2%
	29.4%
	19.4%
	17.9%

	Income from self-employment
	985 = 100%
	57%
	57.5%
	24.6%
	18%
	16.4%

	Age of head
	
	
	
	
	
	

	25-34
	1589 = 100%
	52.6%
	53.1%
	27.5%
	19.3%
	18.1%

	35-44
	2315 = 100%
	57.1%
	57.2%
	29.5%
	13.3%
	12.2%

	45-54
	2792 = 100%
	55.3%
	55.3%
	29.8%
	14.5%
	13%

	55-64
	1338 = 100%
	52%
	52.2%
	30.8%
	17%
	15.6%

	Level of education attained 
	
	
	
	
	
	

	Tertiary
	1609 = 100%
	47.2%
	47.4%
	25.7%
	26.8%
	24.9%

	lower than tertiary
	6425 = 100%
	56.6%
	57%
	30.4%
	12.6%
	11.5%

	
	N=8034
	
	
	
	
	


Source: own calculation

3.1.4 Causes of Financial Insecurity

There are three factors on a list of potential causes responsible for financial insecurity: low income, high loan burden and life beyond means. 

The simple correlation analysis gives some suggestions on the relevance of these causes (Table 4). There are not strong linear relationships between financial security and income as well as between financial security and loan burden. Stronger negative correlation is only between financial security and excessive consumer expenses. 

Table 4. The baseline Pearson product-moment correlations between the financial security 

               index and potential causes of financial insecurity

	
	Equivalent after-tax income


	Principle and interest of
	Life beyond of means

	
	N=8034
	Consumer loans as % of after-tax income

N=2621
	Housing loans as % of after-tax income

N=671
	Consumer plus Housing loans as % of after-tax income

N=3027
	Equivalent total consumer expenses, as % of equivalent after-tax income

N=8034
	Difference between total equivalent consumer expenses and equivalent essential expenses, as % of equivalent after-tax income

N=8034

	Financial security index
	0.318
	-0.295
	-0.168
	-0.255
	-0.449
	-0.597


Source: own calculation

The relevance of income for financial security

The whole sample is divided into two sub-samples to reveal the effects of income on financial security. One of sub-samples covers relatively well-off households, the second one includes families with lower income. The exercise should give an answer to the question whether income has the visible impact on the fractions of highly secure and highly insecure households.

Table 5. Percentage of households by income and a level of economic security, 2009 

	 Equivalent income
	Percentage of households experienced financial security at 

	
	very low level
	very high level

	higher or equal to 1844PLN      N=3445
	6.65%
	16.57%

	lower than 1844PLN

N=4589
	14.04%
	0.02%


Very low level of economic security = not financially secure in all 3 factors

Very high level of economic security = financially secure in all 3 factors

Source: Own calculation
The correlation analysis suggests rather weak linear relationship between financial security and income, however, income matters (see Table 5), especially strongly for gaining very high level of security. Almost none of households with lower income can be considered really secure. Strong financial insecurity was experienced by more than double percentage of lower-income families in comparison to the fraction of the well-off.

The relevance of loan burden for financial security

Deeper research on the loan burden relevance  confirms the conclusion from the correlation analysis – the loan burden was not a very important factor responsible for insecurity of households in Poland in 2009 (see Table 6). More than 60 percent of households having loans experienced very low financial security but the mean loan burden was less than 16% and only less than 7% of households had to pay principle and interest higher than 30% of after tax income. The first wave of the crisis has not made the loan burden the crucial threat to financial security.

Table 6. Relevance of loan burden to financial security, 2009

	
	
	
	Level of financial security

	
	
	
	very low
	middle
	high

	Consumer loans plus Housing loans

38% of total sample


	Number of households  having loans

N=3027=100%
	1854

(61.2%)
	780

(25.8%)
	393

(13%)

	
	Mean loan burden as % of after tax income
	16%
	11%
	10%

	
	Number of households with loan burden
	≥30%
	206 (7%)
	31
	13

	
	
	≥40%
	96

(3%)
	6
	

	
	
	≥50%
	42

(1.3%)
	2
	

	Consumer loans 

33% of total sample
	Number of households  having loans

N=2621=100%
	1662

(63.4%)
	673

(25.7%)
	277

(10.6%)

	
	Mean loan burden as % of after tax income
	14%
	9%
	7%

	
	Number of households with loan burden
	≥30%
	143

(5.5%)
	11
	3

	
	
	≥40%
	63

(0.2%)
	3
	

	
	
	≥50%
	30

(0.1%)
	2
	


	 Housing loans

8% of total sample
	Number of households  having loans

N=671=100%
	332

(49.5%)
	180

(26.8%)
	156

(1.5%)

	
	Mean loan burden as % of after tax income
	17.3%
	13.4%
	12.8%

	
	Number of households with loan burden
	≥30%
	33
	15
	5

	
	
	≥40%
	13
	2
	

	
	
	≥50%
	8
	
	


Very low level of economic security = not financially secure in all 3 factors

High level of economic security = financially secure in 2 factors

Source: Own calculation
The relevance of  excessive consumer expenses for financial security

It seems that life beyond means is a main cause of financial insecurity for considerable part of households.  Consumer expenses of 47 percent of financially insecure families were higher than after-tax income, expenses of around 3 percent of these households were higher even more than  double income (see Table 7).

It is worth to emphasize that essential living costs of around 17 percent of  financially insecure families were higher than income. The reason for such high essential living costs could be housing expenses. These families spent on housing more than 67 percent of their income, in average. 

Table 7. Relevance of  consumption expenditure for financial security, 2009

	
	
	
	Level of financial security

	
	
	
	Very low

N=4398=100%
	Middle

N=2366=100%
	High

N=1246=100%

	Equivalent total consumer expenses, as % of equivalent after-tax income


	Mean  equivalent total consumer expenses
	110% of equivalent after-tax in income
	69% of equivalent after-tax in income
	49% of equivalent after-tax in income

	
	Number of households with consumer expenses 
	≥100% of equivalent after-tax in income
	2076  (47.2%)
	24
	4

	
	
	≥200% of equivalent after-tax in income
	164    (3.7%)
	
	

	
	
	≥300% of equivalent after-tax in income
	45  (1%)
	
	

	Equivalent essential expenses, as % of equivalent after-tax income


	Mean equivalent essential expenses
	82% of equivalent after-tax in income
	55% of equivalent after-tax in income
	37% of equivalent after-tax in income

	
	Number of households with essential expenses 
	≥100% of equivalent after-tax in income
	729 (16.6%)

54% of 729 households had housing expenses higher than 30% of income (67.6%, in average)
	1
	

	
	
	≥200% of equivalent after-tax in income
	48 (1.1%)
	
	

	
	
	≥300% of equivalent after-tax in income
	6
	
	

	 Excessive consumer expenses

or 

difference between total equivalent consumer expenses and equivalent essential expenses, as % of equivalent after-tax income


	Mean excessive consumer expenses

 
	28% of equivalent after-tax in income
	14% of equivalent after-tax in income
	12% of equivalent after-tax in income


Very low level of economic security = not financially secure in all 3 factors

High level of economic security = financially secure in 2 factors

Source: Own calculation
3.2 THE SIGNIFICANCE OF VARIABLES IN THE REGRESSIONS

The estimations of financial security regressions show that status-oriented consumption (reflected by the distances of the household’s consumption expenditure from the consumption prototypes) is a main cause that threatens financial security of both groups of households: the rich and the poor. Purchasing for display keeps its dominant influence on financial insecurity when several control variables have been included in the regressions. Among these controls only income has been statistically significant over time while consumer loan burden contributed to financial insecurity a little bit only in the first period, 2005-2006, and it was replaced in 2008-2009 by the educational level with reference to the insecure poor (higher educational level higher financial security) and by the place of permanent residence considering the insecure rich (larger town as a place of residence higher financial security). Other controls like, age, the family size, a source of income (hired work or self-employment), housing loan burden were statistically insignificant in both periods.

3.3 THE RESULTS OF SIMULATION

Tables 6A-9A in the appendix present the simulation results, it means the decline in the household’s financial security index (or the increase in financial insecurity) resulted from  one-standard-deviation increase in  the category of consumption expenditure (the sum of the declines in the household’s financial security index=100%) for two groups, the insecure poor and the insecure rich, as well as in two periods: 2005-2006 and 2008-2009. These results allow:

·  to rank expenditures on the consumption  categories taking into account their influences on households’ financial insecurity;

· to show the changes in the relevance of consumption expenditures on particular categories over time; 

· to find out the similarities and differences between the insecure poor and the insecure rich;  

· to reveal the dominant prototypes of consumption;

· to point at status goods.

3.3.1   Contribution of consumption expenses to households’ financial 

       insecurity
Tables 8-9 show the rankings of consumption expenses considering their influences on households’ financial insecurity. 

Table 8. Ranking of consumption expenses considering their influences on households’ financial insecurity – the insecure RICH, 2005-2006 and 2008-2009

	Relevance of expenditure of “the insecure RICH”* for their financial insecurity

	Rank
	2005-2006
	2008-2009

	
	Category of consumption expenditure
	Prototype of consumption
	Category of consumption expenditure
	Prototype of consumption

	1
	Transport
	Highest expenditure of the poor**
	Transport
	Highest expenditure of the rich

	2
	Housing, water, electricity, gas and

other fuels
	Mean expenditure of the rich
	Housing, water, electricity, gas and

other fuels
	Highest expenditure of the poor

	3
	Furnishings, household equipment and

routine maintenance of the house
	Highest expenditure of the rich**
	Furnishings, household equipment and

routine maintenance of the house
	Mean expenditure of the rich

	4
	Recreation and culture
	Highest expenditure of the rich
	Clothing and footwear
	Mean expenditure of the rich

	5
	Health
	Mean expenditure of the rich
	Food and non-alcoholic beverages
	Mean expenditure of the rich

	6
	a)Clothing and footwear

b)Education
	a)Highest expenditure of the rich

b)Mean expenditure of the rich
	Health
	Mean expenditure of the rich

	7
	Food and non-alcoholic beverages
	Mean expenditure of the rich
	Recreation and culture

insignificant
	-

	8
	Communication
	Mean expenditure of the rich
	Education

insignificant
	-

	9
	Alcoholic beverages, tobacco

insignificant
	-
	Communication

insignificant
	-

	10
	Restaurants and hotels

insignificant
	-
	Alcoholic beverages, tobacco

insignificant
	-

	11
	Hygiene

insignificant
	-
	Restaurants and hotels

insignificant
	-

	12
	
	
	Hygiene

insignificant
	-


*the RICH- households with equivalent after-tax income per month higher than 150 percent of equivalent social minimum per month, 1635PLN≈409EUR in 2006 and 1844PLN≈461EUR in 2009

** the average of 10 highest monthly equivalent expenses across members of the poor/the rich; 

Source: Table 7A  in the appendix
With reference to financial insecurity experienced by the rich, expenses on the same categories of consumer goods and services - 1) transport, 2) housing and 3) furnishings plus household equipment – have three first ranks both in 2005-2006 as well as 2008-2009 (see Table 8). Expenses on these goods and services have generated to largest extent financial insecurity among members of the insecure rich group. 

There are two visible changes in the ranking over time. First, expenses on some categories completely lost their influences on financial insecurity of the rich in 2008-2009: first of all expenses on recreation and culture which had relatively high, fourth rank in 2005-2006, moreover, expenses on education and communication. Second, expenses on clothing and footwear as well as on food, what is specially interesting considering the rich, improved their ranks in 2008-2009, it means that expenses on these goods much stronger generated financial insecurity of the rich than three years earlier. 

Table 9. Ranking of consumption expenses considering their influences on households’ financial insecurity – the insecure POOR, 2005-2006 and 2008-2009

	Relevance of expenditure of “the insecure POOR”* for their financial insecurity 

	Rank
	2005-2006
	2008-2009

	
	Category of consumption expenditure
	Prototype of consumption
	Category of consumption expenditure
	Prototype of consumption

	1
	a)Housing, water, electricity, gas and

other fuels

b)Transport
	a)Mean expenditure of the rich

b)Highest expenditure of the poor**
	Transport
	Highest expenditure of the rich

	2
	a)Furnishings, household equipment and

routine maintenance of the house

b)Recreation and culture
	a)Mean expenditure of the rich

b)Highest expenditure of the rich**
	Housing, water, electricity, gas and

other fuels
	Highest expenditure  of the poor

	3
	Food and non-alcoholic beverages
	Mean expenditure of the rich
	Furnishings, household equipment and

routine maintenance of the house
	Mean expenditure of the poor

	4
	Clothing and footwear
	Mean expenditure of the rich
	Clothing and footwear
	Highest expenditure  of the poor

	5
	Communication
	Mean expenditure of the rich
	Food and non-alcoholic beverages
	Highest expenditure  of the poor

	6
	a)Health

b)Alcoholic beverages, tobacco

c)Education
	a)Mean expenditure of the poor

b)Mean expenditure of the rich

c)Highest expenditure of the rich
	a)Health

b)Alcoholic beverages, tobacco
	a)Mean expenditure of the poor

b)Highest expenditure  of the poor

	7
	a)Restaurants and hotels

b)Hygiene
	a)Mean expenditure of the rich

b)Highest expenditure of the poor
	Restaurants and hotels
	Highest expenditure  of the poor

	8
	
	
	Recreation and culture
	Highest expenditure  of the poor

	9
	
	
	Communication

insignificant
	-

	10
	
	
	Education

insignificant
	-

	11
	
	
	Hygiene

insignificant
	-


*the POOR- households with equivalent after-tax income per month lower than 150 percent of equivalent social minimum per month, 1635PLN≈409EUR in 2006 and 1844PLN≈461EUR in 2009

** the average of 10 highest expenses across members of the poor/the poor; 

Source: Table 6A in the appendix

The relevance of expenses on particular categories of consumption expenditure  for financial insecurity experienced by the poor is better recognized in 2008-2009 than 2005-2006 (see Table 9). The differences in the influences of expenses that have two first ranks in 2005-2006 are rather small (see Table 1A in the appendix). In 2008-2009 the ranking became transparent. Expenses on 1) transport, 2) housing, and 3) furnishings plus household equipment, were responsible for financial insecurity across members of the poor group in 2008-2009. The influence of expenses on recreation and culture has become much smaller (the most visible change over time), while expenses on communication, education and hygiene completely lost their impact on financial insecurity of the poor in 2008-2009. 

3.3.2   The similarities and differences between the insecure poor and the 

          insecure rich

Tables 10-11 allow to compare the relevance of the categories of consumption expenditure for financial insecurity between the poor and the rich. There are four main similarities The most visible one is that the same categories of consumer goods and services have the first three ranks for both groups of households in both periods. There are expenses on: 1) transport, 2) housing, and 3) furnishings plus household equipment. Furthermore, the impact of expenses on recreation and culture, which generated to considerable extent financial insecurity of both groups in 2005-2006, became much weaker (for the poor) or statistically insignificant (for the poor) in 2008-2009. Expenses on clothing and footwear improved its rank in 2008-2009. In general, there is some convergence in the influence of consumer goods and services categories on financial insecurity of both groups. In 2005-2006 only the first three ranks were occupied by the same categories while in 2008-2009 the rankings were similar up to the sixth position.  

There are some differences. First, expenses on larger number of consumer goods and services categories have generated financial insecurity of the poor than of the rich. Second, expenses on such categories like: alcoholic beverages, tobacco; restaurants and hotels; hygiene, were statistically insignificant in explaining financial insecurity of the rich in both periods while they influenced financial position of the poor at least in one period. Third, expenses on food kept its position in the ranking for the insecure poor in both periods while the influence of food expenses on financial insecurity of the rich increased in 2008-2009 in comparison to 2005-2006. 

Table 10. Ranking of consumption expenses considering their influences on households’ financial insecurity – the insecure RICH and the insecure POOR, 2005-2006 

	Rank
	2005-2006

	
	Relevance of expenses made by the poor and the rich for their financial insecurity

	
	“the insecure POOR”*
	“the insecure RICH”*

	
	Category of consumption expenditure
	Prototype of consumption
	Category of consumption expenditure
	Prototype of consumption

	1
	a)Housing, water, electricity, gas and

other fuels

b)Transport
	a)Mean expenditure of the rich

b)Highest expenditure of the poor**
	Transport
	Highest expenditure of the poor

	2
	a)Furnishings, household equipment and

routine maintenance of the house

b)Recreation and culture
	a)Mean expenditure of the rich

b)Highest expenditure of the rich**
	Housing, water, electricity, gas and

other fuels
	Mean expenditure of the rich

	3
	Food and non-alcoholic beverages
	Mean expenditure of the rich
	Furnishings, household equipment and

routine maintenance of the house
	Highest expenditure of the rich

	4
	Clothing and footwear
	Mean expenditure of the rich
	Recreation and culture
	Highest expenditure of the rich

	5
	Communication
	Mean expenditure of the rich
	Health
	Mean expenditure of the rich

	6
	a)Health

b)Alcoholic beverages, tobacco

c)Education
	a)Mean expenditure of the poor

b)Mean expenditure of the rich

c)Highest expenditure of the rich
	a)Clothing and footwear

b)Education
	a)Highest expenditure of the rich

b)Mean expenditure of the rich

	7
	a)Restaurants and hotels

b)Hygiene
	a)Mean expenditure of the rich

b)Highest expenditure of the poor
	Food and non-alcoholic beverages
	Mean expenditure of the rich

	8
	
	
	Communication
	Mean expenditure of the rich

	9
	
	
	Alcoholic beverages, tobacco

insignificant
	-

	10
	
	
	Restaurants and hotels

insignificant
	-

	11
	
	
	Hygiene

insignificant
	-


*the POOR/RICH- households with equivalent after-tax income per month lower/higher than 150 percent of equivalent social minimum per month, 1635PLN≈409EUR in 2006 and 1844PLN≈461EUR in 2009

** the average of 10 highest monthly equivalent expenses across members of the poor/the rich; 

Source: Table 8A  in the appendix

Table 11. Ranking of consumption expenses considering their influences on households’ financial insecurity – the insecure RICH and the insecure POOR, 2008-2009 

	Rank
	2008-2009

	
	Relevance of expenses made by the poor and the rich for their financial insecurity

	
	“the insecure POOR”*
	“the insecure RICH”*

	
	Category of consumption expenditure
	Prototype of consumption
	Category of consumption expenditure
	Prototype of consumption

	1
	Transport
	Highest expenditure of the rich**
	Transport
	Highest expenditure of the rich

	2
	Housing, water, electricity, gas and

other fuels
	Highest expenditure  of the poor**
	Housing, water, electricity, gas and

other fuels
	Highest expenditure of the poor

	3
	Furnishings, household equipment and

routine maintenance of the house
	Mean expenditure of the poor
	Furnishings, household equipment and

routine maintenance of the house
	Mean expenditure of the rich

	4
	Clothing and footwear
	Highest expenditure  of the poor
	Clothing and footwear
	Mean expenditure of the rich

	5
	Food and non-alcoholic beverages
	Highest expenditure  of the poor
	Food and non-alcoholic beverages
	Mean expenditure of the rich

	6
	a)Health

b)Alcoholic beverages, tobacco
	a)Mean expenditure of the poor

b)Highest expenditure  of the poor
	Health
	Mean expenditure of the rich

	7
	Restaurants and hotels
	Highest expenditure  of the poor
	Education

Insignificant
	-

	8
	Recreation and culture
	Highest expenditure  of the poor
	Communication

insignificant
	-

	9
	Communication

insignificant
	-
	Alcoholic beverages, tobacco

insignificant
	-

	10
	Education

insignificant
	-
	Restaurants and hotels

insignificant
	-

	11
	Hygiene

insignificant
	-
	Hygiene

insignificant
	-


*the POOR/RICH- households with equivalent after-tax income per month lower/higher than 150 percent of equivalent social minimum per month, 1635PLN≈409EUR in 2006 and 1844PLN≈461EUR in 2009

** the average of 10 highest monthly equivalent expenses across members of the poor/the rich; 

Source: Table 9A  in the appendix

3.3.3  The dominant prototypes of consumption
Display consumption is influenced by Veblen, snob and bandwagon effects, (Liebenstein, 1950). Veblen effects are recognized when individuals use product price as a means of ostentatiously displaying wealth; snob effects stimulate consumers to buy an item because of its relative scarcity value; and bandwagon effects intend people to purchase goods and services in order to be identified with a particular social group. Cultural traditions and social values have always shaped the pattern of status-directed consumption (Mason, 1993). Display consumption, however, is now heavily influenced by multinational companies and television that create "international" culture and commercially-sponsored value systems . 

The deep analysis of status consumption is beyond this paper. The research is focused on the importance of “purchase for display” in the context of financial insecurity rather than on investigating Veblen, bandwagon and snob effects as well cultural traditions and social values which influence consumer demand for status goods.  

The findings suggest, however, some patterns of consumption. In the period of 2005-2006 mean expenditure of the rich was the dominant prototype of consumption for the insecure poor  (see Table 9). There were only three exceptions to it: the highest expenses of the rich for recreation, the highest expenses of the poor for transport and the mean expenses of the poor for health. In general, consumer behavior of the insecure poor was shaped by liking for the rich and the need to create the impression of attachment to the group with higher consumption. Only prototype of expenses on transport reveals the need to improve the household’s self-image by having consumption at the highest level in own group.

In 2008-2009 after four years of dynamic growth and the increases in incomes of all groups, the highest expenditure of the poor became the prototype of consumption for the insecure poor (it is worth to remember at this moment that the highest expenditure of the poor is much higher than mean expenditure of the rich, see Table 1A in the appendix). Consumer behavior of the insecure poor was influenced by the need to improve the household’s self-image by approaching own consumption to the highest level recognized as possible to meet by the poor. 

Consumer behavior of the insecure rich has been shaped mostly by the need to be distinguishable inside of own income-group by having consumption at higher level than the own-group average (see Table 8). The dominant prototype of consumption is mean expenditure of the rich in both periods. Liking for the highest expenses has been shown with reference to a few categories of goods and services.

The tendency in the dominant prototype of consumption towards higher and higher expenses can strongly deepen financial insecurity of the poor if the second wave of financial crisis visibly declines economic activity in Poland. The question is still open how fast the insecure poor as well as the insecure rich will able to change their consumer behavior in a response to slower growth. When 50 percent households has not be able to generate savings over two years, job loss could threaten standards of life.

3.3.4  The status goods

The findings point at a car as the main status good accepted both by the poor and the rich. The desire of having a car has intended many households to acquire expenditure beyond their means.  Spending on a car has been seen by conspicuous consumers as means of attaining or maintaining their social status. A car plays its role, as a status good, very well because it is a good consumed publicly and it can be seen and evaluated by “relevant others”. 

Housing is the second symbol of status-oriented consumption. The size of a home or flat, its location, the standard of facilities matter for improving the household’s image. People want to live like the reference group enjoying the highest spending on housing. 

A trend towards the higher  expenditure on cars and housing results in the inability to save funds by quite considerable fraction of households in both groups: the rich and the poor.  

Furnishings and household equipment are the third status good. What is interesting that the prototypes of consumption for both the rich and the poor have shifted from the highest expenses to mean expenses inside own income-group. Probably, the character of these goods is responsible for  such a change. Furnishings and household equipment are consumed privately, and it is enough to be  better than friends and relatives to be distinguishable.  It is not necessary to compare themselves to people spending a lot on these goods. 

The research has not been aimed at distinguishing Veblen, snob and bandwagon effects. It is difficult to evaluate causes for which clothing and footwear is the fourth status good for both the rich and the poor. Designer clothes can be bought for Veblen and snob motives as well as for bandwagon effects. However, the relatively high position of clothes in status consumption may signal the growing importance of personal display. Probably the shift of food to the fifth position  in the ranking of status goods for the rich suggests also expressing conspicuous consumption to larger extent through personal lifestyle.  But on the other side the opposite argument can be drawn from the fact that recreation has lost its relevance, as a status good, when prices of touristic services have gone visibly down as a typical Veblen effect predicts.

It seems that up to now in Poland display consumption is expressed through conspicuous expenditures on cars and homes rather than through style and taste. In this sense  consumer behavior in Poland is more similar to conspicuous consumption in the United States than in France, for example.

CONCLUSIONS

The findings from the Financial Security Index show that in 2009 the fraction of financially insecure households was equal to 55 percent while the percentage of households who enjoyed financial security amounted to 15.5 percent and  29.5 percent of families was between these two groups. Such households were not at immediate and high risk but they still experienced lack of the solid foundations for safeguarding their financial security.

The budget factor occurred to be the most important determinant of overall financial security. In 2009, 65 percent of families experienced the budget problem. Over 2009-2008 50 percent of families was not able to accumulate enough assets to meet ¾ of basic expenses for even 5 months. Only 25 percent of households could live on assets for more than 15 months. In general, housing expenses were not a factor that threatened overall financial security of considerable part of households. Only minority of them (15%) has spent on housing monthly more that 30 percent of its after-tax income. However, housing expenses higher than 67 percent have generated excessive essential living costs for  17 percent of  financially insecure families. 

In general, the households were much more differentiated in a group of high secure families than in a group of high insecure ones considering all characteristics: income source, age and educational level. The fraction of  young families was superior to others among highly secure households what is very promising for the future. On second side the households in the age range between 35 and 54, who are expected to be relatively well-off, they made the smaller fractions of secure families.

The estimations of financial security regressions show that status-oriented consumption is a main cause that threatens financial security of both groups of households: the rich and the poor. Purchasing for display keeps its dominant influence on financial insecurity when several control variables have been included in the regressions. 

The findings offer empirical evidence for the relevance of consumer behavior for financial security of households in Poland. Considerable part of households expresses the identity through conspicuous consumption. The need to be distinguishable inside own income-group shapes the consumption prototype of the insecure rich while a desire to improve self-image by approaching own consumption to the highest expenses seems to be the dominant consumer behavior rather for the insecure poor. 

Both groups of households accept the same ranking of status goods: a car on the first position, next homes (housing and equipment) and clothe on the third place. Status-oriented consumption creates life beyond means and pushes even relatively rich households towards financial insecurity. The budget constrain is beaten by the need to improve social status.
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Table 1A. Prototypes of consumption for the POOR and for the RICH, 2005-2006 and 2008-2009

	Category of individual consumption expenditure
	Prototypes of consumption

	
	2005-2006
	2008-2009

	
	the poor*
	the rich*
	the poor*
	the rich*

	
	Mean monthly equivalent expenditure of the poor (PLN)
	Highest monthly equivalent 

expenditure of the poor**

(PLN)
	Mean monthly equivalent

expenditure of the rich (PLN)
	Highest monthly equivalent expenditure of the rich* * (PLN)
	Mean monthly equivalent expenditure of the poor (PLN)
	Highest monthly equivalent 

expenditure of the poor**

(PLN)
	Mean monthly equivalent

expenditure of the rich (PLN)
	Highest monthly equivalent expenditure of the rich* * (PLN)

	Food and non-alcoholic beverages
	292
	846
	390
	1098
	330
	1026
	424
	1434

	Alcoholic beverages, tobacco
	28
	317
	50
	449
	34
	408
	57
	743

	Clothing and footwear
	51
	651
	142
	1324
	62
	849
	148
	1990

	Housing, water, electricity, gas and

other fuels
	193
	2604
	329
	3737
	229
	2845
	346
	4060

	Furnishings, household equipment and

routine maintenance of the house
	45
	1322
	121
	2108
	60
	1542
	136
	2855

	Health
	31
	525
	82
	1602
	40
	440
	82
	1455

	Transport
	80
	2664
	244
	6499
	118
	7387
	311
	16748

	Communication
	54
	351
	105
	544
	59
	371
	99
	697

	Recreation and culture
	60
	976
	193
	2040
	80
	1433
	211
	2379

	Education
	13
	688
	42
	1041
	13
	855
	38
	1298

	Restaurants and hotels
	16
	693
	58
	1537
	20
	1631
	60
	1618

	Hygiene
	27
	262
	67
	600
	33
	419
	73
	939


*the POOR/RICH- households with equivalent after-tax income per month lower/higher than 150 percent of equivalent social minimum per month, 1635PLN≈409EUR in 2006 and 1844PLN≈461EUR in 2009

** the average of 10 highest monthly equivalent expenses across members of the poor/the rich; 

THE ESTIMATION RESULTS OF REGRESSIONS OF FINANCIAL SECURITY INDEX

Table 2A.  The OLS estimation results of financial security regressions  for “the insecure POOR”, 2005-2006, N= 4374
	Independent variable:

category of individual consumption expenditure
	Dependent variable: household’s financial security index

	
	Regression for each type of consumption prototype
	Regression on variables chosen due to the strongest correlation with financial security index

	
	Prototype of consumption

	
	Mean expenditure of the poor
	Highest expenditure of the poor
	Mean expenditure of the rich
	Highest expenditure of the rich
	Mean expenditure of the poor
	Highest expenditure of the poor
	Mean expenditure of the rich
	Highest expenditure of the rich

	Food and non-alcoholic beverages
	-2.6***
	-7.81***
	-3.58***
	-9.92***
	
	
	-3.63***
	

	Alcoholic beverages, tobacco
	-2.83***
	-31.05***
	-5.39***
	-53.29***
	
	
	-5.44***
	

	Clothing and footwear
	-2.47***
	-32.7***
	-7.00
	-70.1***
	
	
	-7.03***
	

	Housing, water, electricity, gas and

other fuels
	-3.32***
	-40.86***
	-5.87***
	-61.3***
	
	
	-5.88***
	

	Furnishings, household equipment and

routine maintenance of the house
	-3.31***
	-102.24***
	-9.66***
	-202.87***
	
	
	-9.62***
	

	Health
	-2.91***
	-45.95***
	-7.34***
	-91.09***
	-2.85***
	
	
	

	Transport
	-3.1***
	-126.08***
	-10.24***
	-298.7***
	
	-126.01***
	
	

	Communication
	-3.96***
	-26.49***
	-8.13***
	-42.69***
	
	
	-8.07***
	

	Recreation and culture
	-3.07***
	-57.47***
	-10.91***
	-138.24***
	
	
	
	-138.04***

	Education
	-2.06***
	-111.73***
	-6.98***
	-208.14***
	
	
	
	-206.62***

	Restaurants and hotels
	-1.47***
	-62.05***
	-5.83***
	-146.3***
	
	
	-6.24***
	

	Hygiene
	-4.33***
	-43.47***
	-10.42***
	-69.36***
	
	-42.01***
	
	

	Log(equivalent income 0506)
	4.71***
	4.76***
	4.76***
	4.77***
	
	
	4.83***
	

	District
	0.01**
	0.01**
	0.01**
	0.01**
	
	
	0.01**
	

	Consumer loan burden
	-0.14***
	-0.14***
	-0.14***
	-0.13***
	
	
	-0.14***
	

	R-squared
	0.65
	0.67
	0.67
	0.68
	0.69
	
	
	


All the regressions are estimated with the inclusion of a constant

Coefficient estimates reported in the table

** Denotes coefficient estimate significantly different from zero at the 5% level

*** Denotes coefficient estimate significantly different from zero at the 1% level

Diagnostic tests for the regression on variables chosen due to the strongest correlation with the financial security index – “the insecure POOR”, 2005-2006
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Series: Residuals

Sample 1 4374

Observations 4374

Mean        1.95e-15

Median    0.103650

Maximum   10.26478

Minimum  -23.83665

Std. Dev.    1.417664

Skewness   -1.840114

Kurtosis    28.67266

Jarque-Bera  122586.8

Probability  0.000000


	Breusch-Godfrey Serial Correlation LM Test:
	

	
	
	
	
	

	
	
	
	
	

	F-statistic
	508.1410
	    Prob. F(2,4356)
	0.0000

	Obs*R-squared
	827.4356
	    Prob. Chi-Square(2)
	0.0000

	
	
	
	
	

	
	
	
	
	


	Heteroskedasticity Test: Breusch-Pagan-Godfrey

	
	
	
	
	

	
	
	
	
	

	F-statistic
	30.82606
	    Prob. F(15,4358)
	0.0000

	Obs*R-squared
	419.5713
	    Prob. Chi-Square(15)
	0.0000

	Scaled explained SS
	5762.934
	    Prob. Chi-Square(15)
	0.0000

	
	
	
	
	

	
	
	
	
	


Table 3A. The OLS estimation results of regressions for “the insecure RICH”, 2005-2006, N=1085
	Independent variable:

category of individual consumption expenditure
	Dependent variable: household’s financial security index

	
	Regression for each type of consumption prototype
	Regression of  on variables chosen due to the strongest correlation with financial security index

	
	Prototype of consumption

	
	Mean expenditure of the poor
	Highest expenditureof the poor
	Mean expenditure of the rich
	Highest expenditure of the rich
	Mean expenditure of the poor
	Highest expenditureof the poor
	Mean expenditure of the rich
	Highest expenditure of the rich

	Food and non-alcoholic beverages
	
	-7.03***
	-3.2***
	-8.74***
	
	
	-3.24***
	

	Alcoholic beverages, tobacco
	
	
	
	
	
	
	
	

	Clothing and footwear
	
	-17.22***
	-3.64***
	-34.53***
	
	
	
	-35.29***

	Housing, water, electricity, gas and

other fuels
	
	-34.57***
	-5.02***
	-52.01***
	
	
	-5.05***
	

	Furnishings, household equipment and

routine maintenance of the house
	
	-48.12***
	-4.49***
	-93.94***
	
	
	
	-93.3***

	Health
	
	-33.21***
	-5.45***
	-75.27***
	
	
	-5.41***
	

	Transport
	
	-48.1***
	-3.78***
	-113.83***
	
	-48.49***
	
	

	Communication
	
	-18.59***
	-5.7**
	-29.99***
	
	
	5.71**
	

	Recreation and culture
	
	-23.69***
	-4.45***
	-57.25***
	
	
	
	-57.43***

	Education
	
	-56.69***
	-3.41***
	-101.16***
	
	
	-3.5***
	

	Restaurants and hotels
	
	
	
	
	
	
	
	

	Hygiene
	
	
	
	
	
	
	
	

	Log(equivalent income 0506)
	
	5.54***
	5.39***
	5.57***
	
	
	5.71***
	

	Consumer loan burden
	
	-0.13***
	-0.12***
	-0.13***
	
	
	-0.12***
	

	R-squared
	
	0.53
	0.5
	0.53
	0.55
	
	
	


All the regressions are estimated with the inclusion of a constant

Coefficient estimates reported in the table

** Denotes coefficient estimate significantly different from zero at the 5% level

*** Denotes coefficient estimate significantly different from zero at the 1% level

Diagnostic tests for the regression on variables chosen due to the strongest correlation with the financial security index – “the insecure RICH”, 2005-2006
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Series: Residuals

Sample 1 1085

Observations 1085

Mean        9.34e-15

Median    0.418921

Maximum   20.40241

Minimum  -31.67806

Std. Dev.    3.604258

Skewness   -1.449126

Kurtosis    14.56294

Jarque-Bera  6424.167

Probability  0.000000


	Breusch-Godfrey Serial Correlation LM Test:
	

	
	
	
	
	

	
	
	
	
	

	F-statistic
	385.6713
	    Prob. F(2,1071)
	0.0000

	Obs*R-squared
	454.2623
	    Prob. Chi-Square(2)
	0.0000

	
	
	
	
	

	
	
	
	
	


	Heteroskedasticity Test: Breusch-Pagan-Godfrey

	
	
	
	
	

	
	
	
	
	

	F-statistic
	32.52833
	    Prob. F(11,1073)
	0.0000

	Obs*R-squared
	271.3325
	    Prob. Chi-Square(11)
	0.0000

	Scaled explained SS
	1799.556
	    Prob. Chi-Square(11)
	0.0000

	
	
	
	
	

	
	
	
	
	


Table 4A.  The OLS estimation results of regressions for “the insecure POOR”, 2008-2009, N=3092
	Independent variable:

category of individual consumption expenditure
	Dependent variable: household’s financial security index

	
	Regression for each type of consumption prototype
	Regression on variables chosen due to the strongest correlation with financial security index

	
	Prototype of consumption

	
	Mean expenditure of the poor
	Highest expenditureof the poor
	Mean expenditure of the rich
	Highest expenditure of the rich
	Mean expenditure of the poor
	Highest expenditureof the poor
	Mean expenditure of the rich
	Highest expenditure of the rich

	Food and non-alcoholic beverages
	-1.33***
	-4.18***
	-1.68***
	-6.06***
	
	-4.16***
	
	

	Alcoholic beverages, tobacco
	-1.88***
	-23.09***
	-3.07***
	-42.24***
	
	-23.39***
	
	

	Clothing and footwear
	-2.49***
	-34.03***
	-6.39***
	-78.15***
	
	-33.78***
	
	

	Housing, water, electricity, gas and

other fuels
	-1.92***
	-23.52***
	-2.93***
	-35.63***
	
	-23.53***
	
	

	Furnishings, household equipment and

routine maintenance of the house
	-2.13***
	-56.98***
	-4.86***
	-105.99***
	-2.12***
	
	
	

	Health
	-2.21***
	-26.53***
	-4.6***
	-86.56***
	-2.23***
	
	
	

	Transport
	-1.28***
	-80.8***
	-3.33***
	-182.13***
	
	
	
	-182.49***

	Communication
	-0.57***
	-12.19***
	-0.81***
	-16.83***
	
	-12.28***
	
	

	Recreation and culture
	-1.33***
	-4.18***
	-1.68***
	-6.06***
	
	-4.16***
	
	

	Education
	
	
	
	
	
	
	
	

	Restaurants and hotels
	-1.1***
	-92.11***
	-2.26***
	-73.33***
	
	-92.42***
	
	

	Hygiene
	
	
	
	
	
	
	
	

	Log(equivalent income

0809)
	1.92***
	2.00***
	1.83***
	1.94***
	
	2.03***
	
	

	Level of education
	0.06***
	0.06***
	0.06***
	0.06***
	
	0.05***
	
	

	R-squared
	0.51
	0.55
	0.49
	0.54
	0.57
	
	
	


All the regressions are estimated with the inclusion of a constant

Coefficient estimates reported in the table

** Denotes coefficient estimate significantly different from zero at the 5% level

*** Denotes coefficient estimate significantly different from zero at the 1% level

Diagnostic tests for the regression on variables chosen due to the strongest correlation with the financial security index – “the insecure POOR”, 2008-2009
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Series: Residuals

Sample 1 3092

Observations 3092

Mean        6.73e-15

Median    0.146768

Maximum   19.64996

Minimum  -22.10546

Std. Dev.    1.274042

Skewness   -2.357050

Kurtosis    67.34200

Jarque-Bera  536219.3

Probability  0.000000


	Breusch-Godfrey Serial Correlation LM Test:
	

	
	
	
	
	

	
	
	
	
	

	F-statistic
	505.8184
	    Prob. F(2,3078)
	0.0000

	Obs*R-squared
	764.8554
	    Prob. Chi-Square(2)
	0.0000

	
	
	
	
	

	
	
	
	
	


	Heteroskedasticity Test: Breusch-Pagan-Godfrey

	
	
	
	
	

	
	
	
	
	

	F-statistic
	144.3984
	    Prob. F(11,3080)
	0.0000

	Obs*R-squared
	1052.030
	    Prob. Chi-Square(11)
	0.0000

	Scaled explained SS
	34626.55
	    Prob. Chi-Square(11)
	0.0000

	
	
	
	
	

	
	
	
	
	


Table 5A. The OLS estimation results of regressions for ““the insecure RICH”, 2008-2009, N=1442
	Independent variable:

category of individual consumption expenditure
	Dependent variable: household’s financial security index

	
	Regression for each type of consumption prototype
	Regression of  on variables chosen due to the strongest correlation with financial security index

	
	Prototype of consumption

	
	Mean expenditure of the poor
	Highest expenditure of the poor
	Mean expenditure of the rich
	Highest expenditure of the rich
	Mean expenditure of the poor
	Highest expenditure of the poor
	Mean expenditure of the rich
	Highest expenditure of the rich

	Food and non-alcoholic beverages
	-1.37***
	-4.64***
	-1.69***
	-7.01***
	
	-4.65***
	
	

	Alcoholic beverages, tobacco
	
	
	
	
	
	
	
	

	Clothing and footwear
	-0.86***
	-12.31***
	-2.14***
	-28.19***
	
	
	-2.26***
	

	Housing, water, electricity, gas and

other fuels
	-1.67***
	-20.47***
	-2.6***
	-33.23***
	
	-20.42***
	
	

	Furnishings, household equipment and

routine maintenance of the house
	-1.24***
	-34.23***
	-2.8***
	-63.2***
	
	
	-2.81***
	

	Health
	-0.85***
	-9.73***
	-1.75***
	-32.57***
	
	
	-1.81***
	

	Transport
	-0.67***
	-40.15***
	-1.76***
	-89.53***
	
	
	
	-89.79***

	Communication
	
	
	
	
	
	
	
	

	Recreation and culture
	
	
	
	
	
	
	
	

	Education
	
	
	
	
	
	
	
	

	Restaurants and hotels
	
	
	
	
	
	
	
	

	Hygiene
	
	
	
	
	
	
	
	

	Log(equivalent income 0809)
	1.4***
	1.62***
	1.27***
	1.64***
	
	
	1.69***
	

	Place of permanent residence
	0.13***
	0.13***
	0.14***
	0.13***
	
	
	0.13***
	

	R-squared
	0.48
	0.55
	0.45
	0.55
	0.56
	
	
	


All the regressions are estimated with the inclusion of a constant

Coefficient estimates reported in the table

** Denotes coefficient estimate significantly different from zero at the 5% level

*** Denotes coefficient estimate significantly different from zero at the 1% level

Diagnostic tests for the regression on variables chosen due to the strongest correlation with the financial security index – “the insecure RICH”, 2008-2009
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Series: Residuals

Sample 1 1442

Observations 1442

Mean        2.31e-15

Median    0.304832

Maximum   18.29870

Minimum  -29.28251

Std. Dev.    2.583181

Skewness   -2.008425

Kurtosis    29.88561

Jarque-Bera 44399.85

Probability  0.000000


	Breusch-Godfrey Serial Correlation LM Test:
	

	
	
	
	
	

	
	
	
	
	

	F-statistic
	402.6629
	    Prob. F(2,1431)
	0.0000

	Obs*R-squared
	519.2802
	    Prob. Chi-Square(2)
	0.0000

	
	
	
	
	

	
	
	
	
	


	Heteroskedasticity Test: Breusch-Pagan-Godfrey

	
	
	
	
	

	
	
	
	
	

	F-statistic
	36.74296
	    Prob. F(8,1433)
	0.0000

	Obs*R-squared
	245.4433
	    Prob. Chi-Square(8)
	0.0000

	Scaled explained SS
	3500.779
	    Prob. Chi-Square(8)
	0.0000

	
	
	
	
	

	
	
	
	
	


THE RESULTS OF SIMULATION

Table 6A. The results of simulation for “the insecure POOR”, 2005-2006 and 2008-2009  – the decline in the household’s financial security index resulted from  one-standard-deviation increase in  the category of consumption expenditure (the sum of the declines in household’s financial security index=100%)

	Category of individual consumption expenditure
	Decline in the household’s financial security index for “the insecure POOR”*

	
	2005-2006
	2008-2009

	
	Prototype of consumption

	
	Mean expenditure of the poor
	Highest expenditure of the poor**
	Mean expenditure of the rich
	Highest expenditure of the rich**
	Mean expenditure of the poor
	Highest expenditure  of the poor
	Mean expenditure of the rich
	Highest expenditure of the rich

	Food and non-alcoholic beverages
	
	
	9.63%
	
	
	7.61%
	
	

	Alcoholic beverages, tobacco
	
	
	4.47%
	
	
	5.42%
	
	

	Clothing and footwear
	
	
	6.20%
	
	
	10.46%
	
	

	Housing, water, electricity, gas and

other fuels
	
	
	18.46%
	
	
	21.82%
	
	

	Furnishings, household equipment and

routine maintenance of the house
	
	
	10.96%
	
	13.38%


	
	
	

	Health
	4.89%
	
	
	
	5.73%
	
	
	

	Transport
	
	18.27%
	
	
	
	
	
	27.76%

	Communication
	
	
	5.33%
	
	
	
	
	

	Recreation and culture
	
	
	
	10,25%
	
	3.53%
	
	

	Education
	
	
	
	4.18%
	
	
	
	

	Restaurants and hotels
	
	
	3.76%
	
	
	4.27%
	
	

	Hygiene
	
	3.72%
	
	
	
	
	
	


*the POOR- households with equivalent after-tax income per month lower than 150 percent of equivalent social minimum per month, 1635PLN≈409EUR in 2006 and 1844PLN≈461EUR in 2009

the average of 10 highest expenses across members of the poor
** the average of 10 highest monthly equivalent expenses across members of the poor/the rich
Table 7A. The results of simulation for “the insecure RICH”, 2005-2006 and 2008-2009 – the decline in the household’s financial security index as a result of  one-standard-deviation increase in a category of consumption expenditure (the sum of the declines in household’s financial security index=100%)

	Category of individual consumption expenditure
	Decline in household’s financial security index for “the insecure RICH”*

	
	2005-2006
	2008-2009

	
	Prototype of consumption

	
	Mean expenditure of the poor
	Highest expenditure  of the poor**
	Mean expenditure of the rich
	Highest expenditure of the rich**
	Mean expenditure of the poor
	Highest expenditure of the poor
	Mean expenditure of the rich
	Highest expenditure of the rich

	Food and non-alcoholic beverages
	
	
	4.17%
	
	
	5.49%
	
	

	Alcoholic beverages, tobacco
	
	
	
	
	
	
	
	

	Clothing and footwear
	
	
	
	5.95%
	
	
	7.86%
	

	Housing, water, electricity, gas and

other fuels
	
	
	18.56%
	
	
	20.41
	
	

	Furnishings, household equipment and

routine maintenance of the house
	
	
	
	12.13%
	
	
	14.82%
	

	Health
	
	
	7.00%
	
	
	
	4.88%
	

	Transport
	
	31.57%
	
	
	
	
	
	46.53%

	Communication
	
	
	3.86%
	
	
	
	
	

	Recreation and culture
	
	
	
	11.33%
	
	
	
	

	Education
	
	
	5.43%
	
	
	
	
	

	Restaurants and hotels
	
	
	
	
	
	
	
	

	Hygiene
	
	
	
	
	
	
	
	


*the RICH- households with equivalent after-tax income per month higher than 150 percent of equivalent social minimum per month, 1635PLN≈409EUR in 2006 and 1844PLN≈461EUR in 2009

** the average of 10 highest monthly equivalent expenses across members of the poor/the rich
Table 8A. The results of simulation for “the insecure POOR” and for “the insecure RICH”, 2005-2006 – the decline in the household’s financial security index as a result of  one-standard-deviation increase in a category of consumption expenditure (the sum of the declines in household’s financial security index=100%)

	Category of individual consumption expenditure
	Decline in household’s financial security index, 2005-2006

	
	“the insecure POOR”*
	“the insecure RICH”*

	
	Prototype of consumption

	
	Mean expenditure of the poor
	Highest expenditure of the poor**
	Mean expenditure of the rich
	Highest expenditure of the rich**
	Mean expenditure of the poor
	Highest expenditure of the poor
	Mean expenditure of the rich
	Highest expenditure of the rich

	Food and non-alcoholic beverages
	
	
	9.63%
	
	
	
	4.17%
	

	Alcoholic beverages, tobacco
	
	
	4.47%
	
	
	
	
	

	Clothing and footwear
	
	
	6.20%
	
	
	
	
	5.95%

	Housing, water, electricity, gas and

other fuels
	
	
	18.46%
	
	
	
	18.56%
	

	Furnishings, household equipment and

routine maintenance of the house
	
	
	10.96%
	
	
	
	
	12.13%

	Health
	4.89%
	
	
	
	
	
	7.00%
	

	Transport
	
	18.27%
	
	
	
	31.57%
	
	

	Communication
	
	
	5.33%
	
	
	
	3.86%
	

	Recreation and culture
	
	
	
	10,25%
	
	
	
	11.33%

	Education
	
	
	
	4.18%
	
	
	5.43%
	

	Restaurants and hotels
	
	
	3.76%
	
	
	
	
	

	Hygiene
	
	3.72%
	
	
	
	
	
	


*the POOR/RICH- households with equivalent after-tax income per month lower/higher than 150 percent of equivalent social minimum per month, 1635PLN≈409EUR in 2006 and 1844PLN≈461EUR in 2009

** the average of 10 highest monthly equivalent expenses across members of the poor/the ric
Table 9A. The results of simulation for “the insecure POOR” and for “the insecure RICH”, 2008-2009 – the decline in the household’s financial security index as a result of  one-standard-deviation increase in a category of consumption expenditure (the sum of the declines in household’s financial security index=100%)

	Category of individual consumption expenditure
	Decline in household’s financial security index, 2008-2009

	
	“the insecure POOR”*
	“the insecure RICH”*

	
	Prototype of consumption

	
	Mean expenditure of the poor
	Highest expenditure of the poor**
	Mean expenditure of the rich
	Highest expenditure of the rich**
	Mean expenditure of the poor
	Highest expenditure of the poor
	Mean expenditure of the rich
	Highest expenditure of the rich

	Food and non-alcoholic beverages
	
	7.61%
	
	
	
	5.49%
	
	

	Alcoholic beverages, tobacco
	
	5.42%
	
	
	
	
	
	

	Clothing and footwear
	
	10.46%
	
	
	
	
	7.86%
	

	Housing, water, electricity, gas and

other fuels
	
	21.82%
	
	
	
	20.41%
	
	

	Furnishings, household equipment and

routine maintenance of the house
	13.38%


	
	
	
	
	
	14.82%
	

	Health
	5.73%
	
	
	
	
	
	4.88%
	

	Transport
	
	
	
	27.76%
	
	
	
	46.53%

	Communication
	
	
	
	
	
	
	
	

	Recreation and culture
	
	3.53%
	
	
	
	
	
	

	Education
	
	
	
	
	
	
	
	

	Restaurants and hotels
	
	4.27%
	
	
	
	
	
	

	Hygiene
	
	
	
	
	
	
	
	


*the POOR/RICH- households with equivalent after-tax income per month lower/higher than 150 percent of equivalent social minimum per month, 1635PLN≈409EUR in 2006 and 1844PLN≈461EUR in 2009

** the average of 10 highest monthly equivalent expenses across members of the poor/the rich
� In Poland micro-level data are available only for households, not for individuals.








� The criterion for the asset factor is met at the middle level, not for the housing factor, because all families who are secure in both asset and budget factors are also secure in the housing factor.
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