















































perceived employment risk as determinants, both of which are endogenous to the
estimation process. For Polish workers employed full-time in 1993, estimates of risk
aversion are derived under alternative assumptions regarding the explicit form of the
utility‘ function pertaining to the current job. In addition, the study examines how
willingness to pay for risk reduction (risk aversion) varies by worker attributes to
include gender, marital status, age and education.

Determinants of voluntary quits are robust across alternative models, and
indicate that quit likelihood in Poland increases and decreases with perceived
employment risk and expected wage, respectively. Based upon these responses,
estimates of workers’ aversion to employment risk are significant in magnitude and
consistent with indifference curves (for utility on the job) that are convex in wage/risk
space. In addition, the wage/risk trade-off varies considerably by worker attributes,
measured risk aversion being higher among women than men, and higher as well
among individuals in their mid-careers (relative to younger and older workers). Also,
based upon elasticity estimates, workers with post secondary or university degrees are
_less risk_averse, in general, than comparable workers with less education.

This variation in worker's willingness to pay for added job security is consistent
with observed job-search outcomes of dismissed and redundant workers in Poland,
and as such is reflective of the relative costs (both explicit and psychic) borne by these
individuals in the transition labor market. In addition, the implicit value of added job
security (risk aversion) considered here is not unlike the value assigned to physical
workplace risk in hedonic wage studies, and can be put to a similar use, namely to
determine workers’ willingness (through wage concession) to reduce the applicable
risk to zero. With this in mind, workers’ willingness to pay for greater (total) job security
provides lower-bound estimates of the explicit and implicit costs of involuntary
discharge, and in turn, important new information for the development of active and

passive labor market policy.
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APPENDIX TABLE A
Determinants of 1994 Hourly Wage and
1993-1994 Employment Risk and Quit Likellhcoed in Poland?

i‘ﬁ@ Seoomﬁta;e:
VariatierD
Quit niWageyd  Employment Risk®
Consmnt 1226 164” 128"
{.382) (.078) (432}
Expected Wage (W'Y -334"
(.130)
Empioyment Risk (A9 -.410"
(.202)
Quit Likelihood (Q°)1 .382 3.697"
(.340} (1.592)
Workar Characteristics
Mantal Status / Gender:
Single Femals -.045 < ATde -.368™"
{.182) (.028) (142
VMamied Mala -.249" .04g™" L4517
(.158) (.0295) {.110)
Marmed Female 806" 22117 -.559""
{.158) {.029) (.160)
Empioyed Spouse -.006
{.095)
Aga:
25-34 - 478" 081" - 116
(.133) {.030) £.110)
35. 44 RRT-V i 1637 359"
(141} (.035} {.153)
45-54 -.519"" 1807 -821""
(.143) (.033) (.320)
Completed Education:
Basc 45777 088" 116
{.118) {.023) (110}
Secondary -668”" 232" .59
{.142) (.026) (.153)
Pest Secandary / University L7037 547" 821"
{.224) (.032) (:320)
Job Match
Utilizing Past Training .087 -.005 ~4107
(.098) (.014) (.078)
Loecal Labor Markat
Urtsan / Rural (Size}:
Tewn -160 016 -014
(102 {.016) (.083)
Larga Town (Pop. > 100.000) A7 .095""" -118
(099} {.015) {.094)
Warsaw 118 440" 341
{.176) (027 1.278)
Unempioyment Rate (%) -.010 -.001 059"
{.012) {.002) {.010)
Corrected R2 T4
Log Likelihood - 4874 - 8371
N 11,825 10,049 1,825
~** 3 significant at the 1 percent laved
7 a significant at the 5 percant favet
" a significart at the 10 parcent kvel

aAll data is descnbed in e taxl Standar edmors are shown within parentieses.

bEach madel inciudes binary variabies (not shown) dist cormo for 8 industries of smployment in 3933 (1984). in
adaition, the first-stage quit equabion pOVides cOntols far 9 occupations. Omitted categornes in binary vanabla
TegNTIES INCIUGAd in e table represat; {1) single malas, (2) age 19-24, (3) elementary or jess education, and (4} a
rural rasidanca.

CFirst-stage logit sstimates of equation () whang regressars inciuds ail exogencus variables in the system. The
dependent variabia is set io uniy for a volumary quid between 1953 and 1964, and 0 Z&m oerwiss.
dSacond-stage CLS estimares of equation (7).

#Secona-stage gt of jon (8). The Dhe i5 3¢ to unity for an involumary empioyment
termanaton (dismessal or redundancy] between 1993 and 1864, and 10 2em oMerwiss,

TPradicied log value obbtined from frst-stage estitmies of equation {7), and emered imo the second-smge
smpioyment risk squation as uricgged {expected) wage. See the first cokemin of Table 2.

9Predictad value cbtained from first-stage estmates of equation {B). See the second column of Table 2.
NPradictad valus cbtained from first-stage estimates of squation (6) as shown in the first column above.




APPENDIX TABLE B

Aversion to Employment Risk: Elasticity Estimates for Poland
by Gender, Marital Status, Age and Education
(Percent Change in 1994 Hourly Wage per 1 Percent Change in Risk)?

Males: Females:
Elasticity Measure,
Age / Education Level: Single Married Single Married
Elasticity = f(X) (R/W)P
Age 25-34
Baslec .03 .24 .60 .58
Secondary .39 .33 .56 .54
Post Secondary / University 27 .19 20 .27
Age 35-44
Basic .49 46 .87 1.04
Secondary .62 41 69 .70
Post Secondary / University 27 .21 .25 .33
Elasticity = f(W, R, X) (R/W)C
Age 25-34
Basic .07 .26 .66 .64
Secondary 41 .33 57 54
Post Secondary / University .26 .18 19 .25
Age35-44
Basic .55 46 .91 110
Secondary .64 .40 .68 .69
Post Secondary / University .26 .20 .23 .31

&The mean (expected) hourly wage, W', and employment risk, R”, for the overall sample (N = 11,825) are 3.11 New
Zlotys and .089, respectively. For estimates of dW"/dR”, see Table 4.

bSes equations (10a) and (10b) in Table 1 and estimates for model {2) in Table 3.

C3ee equations (12a) and (12b) in Table 1 and estimates for model (4} in Table 3.
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