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Wages and human capital in Poland A critical review The presented research deals with the issue of human capital and it’s impact on wages. The use of the Mincerian model, despite some drawbacks, seems to be a very relevant approach. Yet the data selection is clearly biased and there fore does not allow one to estimate how wrong are the authors. The fact the model is probably highly overestimated is clear, and admitted by the researchers themselves. If the research was to answer the question of the impact of education and on-the-job training, understood as years of labor market experience, on the wages of people employed in medium and large sized enterprises, then it might be considered relevant. Yet if the topic is so wide and the research was supposed to check if the Mincerian model works for contemporary Polish labor market and educational attainment, then it is clearly not representative and does not give relevant information on the topic. January 16, 2006 Warsaw
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Introduction



Association between educational capital and the rate of growth has been a topic under examination for many years. It appears that the impact of the educational level on the participation in the labor market is not as obvious as we might think. Under certain circumstances the impact of the investment of time and money into improving human capital does not correspond with the potential benefits from such a commitment. It has been indicated in some of the researches that the payoff to education is not a given, but it depends on the economic policy environment. Stepping further one might say, that it might actually be a proxy of some economic behaviors on the educational and labor markets in a certain country.



Exploring how it can be done on the example of Poland was the main reason of my interest in this research. The possibility of further extensions and use of the methodology might have brought something new in this field of economic research and might have been applicable in developing countries.



Literature review



Searching for the connection between educational capital and output per worker has been the study of quite a few researchers. These include Barro and Lee (1993), who have gathered panel data on school attainment and labor force for the period of 1960-85 for a large number of countries, or a paper by Nehru, Swanson and Dubey (1994). An other paper is by Lant Prichett published in 1999 by the World Bank. There he tries to examine the association between educational capital due to rising educational attainment of labor force and the rate of output growth per worker. The appear also examines the factors responsible for different impact of educational capital on the labor market in different countries and tries to explain these factors.
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Analysis of the theoretical framework



The authors took the Mincerian model and theory behind the measure of the impact of human capital on the distribution of wages. The research carried out by this economist was a pioneering breakthrough in attempting to measure human capital and moreover it’s relation to personal wages. The main strength of this model is that Mincer managed to capture both the impact of education itself and the notion of on-the-job training, indicated by years of professional experience.



These two figures do account for some of the so called ;human capital’, but of course it is generally a broader concept taking into consideration things like skills, abilities, health, motivational strategies, needs, values etc. These could surely have an impact on the data outcome, if only they were at all measurable. Left with what is accessible the Mincerian model seems to capture the two basic notions which are very relevant to the analyzed study. Although they could be combined with other measures like the educational capital share, which indicates the share of each educational category, relative to wages



Analysis of methodology



On one hand the methodology seem trust worthy. It is due to the fact that the researchers gathered data not from individual employees, where it is commonly known that people try to underestimate their wages when they have to declare them personally. Gathering data form the employers was supposed to be a method which would give more real numbers. The analyses in the examined paper is based on two cross-section series coming from representative employers’ who responded to a survey carried by Central Statistical Office in 2001 and 2004. The fact is that the data included only companies employing 9 or more people. This eliminated the self-employed and employees of small businesses from the data. Assuming, according to supply of labor curves with relation to e.g. credit markets, that the people who would start their own business and become entrepreneurs are those, whose wage rates are relatively high, and therefore maybe have a relatively higher education, are excluded from the data set, is a signal of a possibility of underestimating the model.
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On the other hand it has probably highly overestimated the results as it took into consideration only these people, who, with a certain level of education actually get employed at all. It does not take into consideration the people, who due to lack of corresponding educational supply with labor market demand, did not manage to find a job, despite their relatively high level of schooling attainment.



Analysis of findings



If we were to analyze the impact of education and human capital in general on the level of wages in certain sectors in medium and large enterprises in Poland, then the research would be very accurate and trustworthy. But if we are to analyze the general relation between wages and human capital in Poland, then the presented research does not leave much place for the analysis of the findings, as it actually does not cover the topic in a way, which would enable such analysis.



One thing though, which caught my eye was the fact that , as shown in the table, no matter what educational level one has obtained, if it is lower then graduate level, the average wages would be quite alike. This might be showing that all the lower levels of education are either not recognized as they should be, or they create an ineffective system of educational capital recognition, which has nothing to do with issues outside of the educational system.



Conclusion and possible future extensions



All in all the research does touch a very important topic, which might be an indicator of the holistic approach of the state economic policies to the future development of a country. Such policies might include ones which would be implied either in the educational or noneducational sectors and have impact on the former or latter one. Yet the theoretical framework borrowed from Mincer was not enough when taking into consideration the econometric weaknesses of this very model. The bias sample selection has made the results not consistent. Even if the authors did admit they might be wrong in the obtained results, we still would not be able to figure out where and how much.
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Some of the possible future extensions of the presented research might include :



 Taking into consideration household data  Including also small businesses and self-employed people  Adding a ‘unemployed’ variable for those, who despite obtaining a certain level of education in a certain field remain unemployable  Comparing the results with data calculated according to different models and methods



Bibliography 1. Pritchett Lant, Where has all the eduvcation gone?, The World Bank 1999 2. Sab Ronda, Smith Stephen C., Human capital convergence: international evidence 3. Mincer J., Investment in Human Capital and Personal Income, Journal of Political Economy, nr 4/1958 4. J. Mincer Schooling, Experience and Earnings, 1974
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