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ABSTRACT

This paper aims to explore the public-private walierentials during economic
transition in Serbia from 1995 to 2006 applying Qila Regression approach. The study revisits
the earlier findings and verifies smoother evolutiof wage differentials due to better
measurement of dependent variable. There is sonder®e that economic transition has
produced cyclicality in sector wage differentiats fvorkers with similar characteristics. The
study shows that initially growing private sectoankup dissipates over the years and tends to
transfer into public sector markup. We identifiegngficant private sector premiums across the
earnings distribution from 1998 untill 2002. In Z00nly male emplyees at the top end of the
earnings distribution fared better in the privageter. From 2004 female earnings and top end
male earnings were equalized across sectors whdleaha lower part of the wage distribution
obtained significant premiums from public sectdsgoThe results of the analysis indicate that
public-private pay differentials obtained for Serbiollow patterns consistent with other

transition countries.
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INTRODUCTION

Most studies on sector wage differentials in depetb countries are motivated by
growth of the public sector and costs of supporitndhe motivation for studies on the same
issues but in the countries in transition seemdbdoquite the opposite. These studies are
concerned by pay gap based on the growing privedtoisrelative to public sector. Nearly all
empirical studies from transition economies find/@te sector premiums at the early stages of
transitior?. Public sector difficulty to retain and recruitaiified workers and encouragement of
moonlighting and corruption in providing public &t services are recognized as the main
consequences of sector pay gap. On the other haashns for private sector pay premium are
identified. The most quoted explanations for septy gap are risk premiums for first movers to
a new sector, an efficiency wage that induces havek in new jobs or compensating

differentials for fewer non wage benefits and retlpb security.

Reilly (2003) provides evidence for private segmemium in Serbia during first years of
transition, based on Yugoslav Labor Force Surveag tam 1995 to 2000 for male employees,
but points out that the average estimate may Hatéaf upwards because a small number of
private sector workers command relatively largeines (for example the OLS point estimate in
1995 was over two thirds higher than the mediaimes¢). The results from this study suggest
that the hourly wage premium for a private sectdr @t the 50th percentile of the conditional
wage distribution was just over 20% in 1995, indigantly different from zero in 1996, 1997
and 1999, and nearly 24% in 1998. In the last ydmerved, the median point estimate was
found to be comparable in magnitude to the 199Bnast. Reilly (2003) comments that it is
evident that the movements displayed by privatdosegremium does not appear to have
developed a settled pattern over the years comsidétooling 1995-2000 data together, OLS
estimate shows average private sector premium of82Quantile regression estimates show
17% premium for those at the median and almost B88tmium for workers at $0percentiles
while workers at other percentiles of the wageritlistion obtained no significant premiums

compared to their public sector counterparts. @natier hand, Jovand@vand Lokshin (2003)

2 See Disney and Gosling (1998), (2003) and (20@igller (1998); Lucifora and Meurs (2004)

% See Adamchik and Bedi (2000) for Poland; Juraff¥®8) for Czech Republic; Reilly (2003) and Jovaaand
Lokshin (2003) for Serbia; Jovanéwand Lokshin (2004) for Russia; Falaris (2004)Baigaria; Leping (2006) for
Estonia;



use the same data for the same period, but apmggemous switching regression model.
Authors found on average private sector premiur.4% for males and 4% for females. They
conclude that the part of this gap may be offsethgybenefits state sector employees receive,
such as greater job security. Additionally, authbetieve that estimated public-private wage
differential should increase in the future as alltesf abandonment of repressive regulation and
over taxation in which case the gap can pose ditfees for the public sector to retain and recruit
qualified workers and may encourage moonlightingl aorruption. This is opposed to
conclusions in Reilly (2003) which predict futureatine in pay gap due to restructuring and
privatization that inevitably cause open unemplogtrend put downward pressure on private
sector wages.

The motivation for this study is to complement firevious research by extending the
observed period which allows us to follow the eviolu of sector pay gap across selected points
of the conditional wage distribution during moralse period of transition. The longer period of
data is essential because uncertain evolution tefctedl private sector premiums between 1995
and 2000 correlates with period of great politiaal economic turbulence. The side effects of
unclear directions of government policies consitgprivatisation process included diversified
ownership types and growing informal sector. Moexpthe policy of Serbian enterprises in the
public sector was based on steep decline of reglesvaather than on the reduction in
employment. Jovi¢ et al. (2000) explained the proclaimed policy tjudts have to be saved
during the period of sanctions as a new form ofsilies, similar to unemployment benefits
Krsti¢ (2002) estimated that 33% of employees in 1997ahaelcond job in informal sector. It is
pointed that despite very low earnings most ofdhgloyees kept formal employment status to
preserve social benefits in the form of pension hedlth insurance, transportation and lunch
allowances, compensating low wages by second jobirggs in the informal sector. In
environment where regulated public sector pay ameégulated private sector pay co-exist, the
public pay effect may be negative. On the otherdhawven though studies on pay differentials
during pre 2000 period use quite sophisticatedstitzdl techniques the results may simply be an
artefact of the sampling procedure considering @madantly formal sector. There is strong
evidence that the outcomes of empirical analysidlfe more recent period differ considerably
from the results presented in the previous studiasthis topic. Large scale economic

privatisation and deep reforms in Serbia weredtetl after democratic changes in October 2000.



During next years production activation and théoiwfof the funds from abroad in the form of
aid, loans or privatization proceeds allowed furthee in real wages. In the World Bank study
Labor Market Assessment of Serbia (2006) earniiffsrentials are presented for the year 2005
only. In an augmented Mincerian log of monthly @ags equation socially-owned (as omitted
variable) and state-owned sectors were includedratgly. Study finds 11% private sector
punishment while employees in state-owned sectolyed 4% mark-up in earnings compared to
their counterparts in socially-owned sector. Ybkattstudy neither considers longer data period
nor does it differentiate between male and femalekers and their hourly earnings. There is no

such study for Serbia in post 2000 period.

The question of interest in this study is whetlinaré is a difference in earnings between
public and private sector and to which extent thfgerential has changed over the period of
transition. Our intention is to answer on otheat&ll questions such as whether the sector pay
gap depends on educational qualifications, industrgdditional characteristics of the workers

and whether it diverges for men and women.

The argument proceeds through four sections. Theseetion describes the data sets to
be used for empirical analysis and following secttiorovides the methodology. Earnings
differentials are estimated in the third sectiorapplying two econometric approaches: OLS and

Quantile Regression. Fourth section summarizessthdts and offers concluding remarks.
THE DATA

This paper employs data from two available dataeddsr Serbia. The first is Labour
Force Survey (LFS) conducted over the period 1898006. The second one is Living Standard
Measurement Survey (LSMS) accomplished in 2002 20@B. Both data sets are based on a
nationally representative random sample and useastaged stratified sampling method. Each
of the annual LFS data sets represents cross-sactew of the labour market. The panel
nature of data is only present in LSMS and in LE8vMeen 2004 and 2005.

The LFS questionnaires consist of two sections. Ting focuses on individual
characteristics that include age, gender, marittls, educational attainment and nationality.
The second collects information, only for indivitkiaver fifteen years old, on their labour
market status, employment, labour force experieaceypation, industry branch level, monthly

earnings and hours worked in the respondent’s r@nas well as the enterprise type of



ownership. Similar structure holds for LSMS whene tlata are collected from demographics

and employment reports.

We restrict our sample to male and female emplopeéseen 15 and 64 years old, who
reported non-zero monthly wages and earnings andzam hours of work in the reference week
on the main job only. Total number of employeengdiSMS data is formed summing up
official and non-official employees. This is corsig with definition of LFS employees on
formal or oral agreement. We distinguish betweeo tmain sectors: public and private. Public
sector includes all ownership types other thanapei’ As LSMS differentiates between private
registered and private non registered enterprisesptivate sector is defined to include both
categories. Table 1 in the Appendix provides thermation on the timing of the surveys and
sample size used in our analysis by gender and raWipetype.

Earnings definition used in our analysis is basedearnings on the main job only. It
excludes taxes, pensions and any welfare paymerdsrelate to earnings received in the
reference month, so that any arrears owed to tigittual may be reflected in the monthly pay
measure. Earnings include regular wage and all tiaddl earnings payments such as
transportation subsidies, payments for meals, payimnekind, union benefits, credits from the
firm and other payments. Division between regulagg/and earnings is important especially at
the beginning of the analyzed period. LFS from 19952003 separately records additional
payments to earnings, such as hot meal allowanméshaliday cash grants, which were non-
taxable before fiscal reform in Jun 2001. For erppés in the formal sector that was dominantly
structured of public sector work force these payimenmprised important part of income during
1995 to 2000 period. Table 2 in the Appendix shaliferent wage structure of public and
private sector employees. About 86% of total egymireceived by public sector workers came
from regular payments, and approximately 15.5% cénom subsidies on transportation and
meals. In the private sector, only about 4% ofltetanings came from such subsidies, and 96%
came from regular wages. Payments in kind, crédita employers, and other kind of payments

constitute less than 1% of total earnings. Theeefotal earnings represent a proper measure of

* The non-private ownership types are: socially-odyrewoperative ownership, state sector (publicestat public
local enterprises, government administration atealéls, education and culture, health and soadiaiegtion) and
mixed ownership. They all form the public sectorv&e sector includes: privatized enterprises anatlium and
small enterprises and entrepreneurships. Samendtisti between sectors is used in other studies rteasure
public-private pay differential in Serbia (see Jowa¢ and Lokshin (2001), Krsti(2002) and Krsti and Reilly
(2003))



the pay gap between public and private setfBine hourly pay is computed as a ratio of the
monthly pay and the total number of hours workedhia previous month. Because the survey
reference period for hours worked was a week gadhe interview, we multiply the reported
hours worked in previous week by the average nunolbeweeks in a month (i.e. 4.25) and
assume that the number of hours worked was unifietime month prior to the interview.

The LSMS data base is conveniently used to overcgomnee changes in LFS definitions
of employees as it is consistent with definitiosediin LFS data bases from 2004. The long term
trend in wages from 1995 to 2006 is hard to measohgfrom LFS because there was a break in
LFS methodology in 2004 when the sample has ineteasnd research tools were completely
revisited and fully adjusted to the last recommdioda and definitions of ILO and Eurostat. The
LFS from 1995 to 2003 selects individuals into foagegories: paid employed, helpers, farmers,
temporarily active and other active. Paid emplogee then classified into employees, self-
employed, owners and co-owners. These categomesngossible to match with the ones used
from 2004 to 2006: employers, self-employed, empésy and helpers. New definition of
employees considers individuals with formal or aagteement, members of the household that
help in household business and are paid for thé&was well as all those performing any paid
temporary activity during a week prior the intewieTherefore, we are able to consistently
follow changes in size and sign of public-privatege differential during nine year period using
1995-2003 LFS and five year period using 2002-20881S and 2004-2006 LFS.

EMPLOYMENT COMPOSITION AND WAGE TRENDS

The proportion of employees in the private seatoBerbia has been increasing steadily
since 1995. In 1995, 5.5% of men and 10.3% of womere working in the private sector and
by 2003 the proportion reached 25% for men and &% omen. Sector shares almost equal in
2004-2006 sample.

We performed a Hotelling T-squared test for eaclkhefyears observed and found that
there was significant difference between vectorthefmeans of variables in public and private
sector for both genders. This test showed thatctzgacteristics of the public sector workers

differ from those of the private sector in a numbedimensions. Public sector workers are on

® After the fiscal reform in 2001 additional paymemstch as hot meal allowances and holiday cashsgreere
included in regular wage and the difference betweages and earnings almost vanished.



average older with more labor force experience ttineir private sector counterparts. Public
sector workers are better educated with roughly ri@e men and 9% more women with
university and college degrees compared to prigatgor workers. Workers with secondary
school are more likely to work in the private tharthe public sector. Private sector workers are
more likely to work longer hours per month and bele. Especially from 2004 public sector
workers were more likely to live in the cities goilvate sector workers in rural areas.
Employment structure in the public sector durihg tperiod of transition has been
transformed towards larger number of highly quatifiworkers in education, government
administration and health, such as teachers, semvants and doctors, especially for women.
Rise in share of manufacturing and mining in thegte sector, especially for men, reveals the

results of privatization.

The hourly earnings by gender and ownership typdifédrent points of the distribution are
presented in Tables 3 and 4 in the Appendix. Thiesasummarise the magnitude of pay inequalitygisin
three measures of inequality: the standard deviatiothe log earnings, the decile ratio and thei Gin
coefficient. Both men and women face greater inliyuihemployed by the private sector. Wages irttho
sectors are more unequal for men than for womenvaden have lower wages across all percentiles
than men. During 1995 to 2003, men at the lower @nthe earnings distribution had similar hourly
earnings across sectors while those at the togfaeed better in the private sector. In the saméoger
women fared better in the public sector across miodte percentiles but sector difference becomaxem
evident only for those at the upper end of the iagmdistribution. Between 2004 and 2006 hourly
earnings of both men and women in the public segte markedly above the private sector real hourly

earnings across all percentiles of the earningsluligion.

THE ESTIMATION TECHNIQUES

Our emphasis is on examination of the public-paveéctor pay differential on average
and at different points on the conditional earnidgribution. In general the estimation equation

can be written as:

(1)W=Xiﬁ+ﬁ*3+zk:51[)ij +Zk:ai(Du*S|)+5i i=1...n



where W is the log of earnings X is a vector of human capital, demographic and job

characteristics with parameter vect@r, S =1 if the i"individual works in private sector and

zero otherwiseD; are time specific dummies ar(ﬂ)ij * S) are time dummy interactions with the
private sector variablep; =1 for the i"individual in the j"year and is zero othervisg is a

coefficient that captures wage differential betwgeblic and private sector i.e. ff is positive

there is a private sector pay premium angifis negative there is a private sector pay penalty

and gis an error term.

The equation (1) can be conveniently estimated hyS.OWe also apply Quantile
regression because this approach provides impadrtsights into the nature and evolution of the
sector pay gap. While OLS predicts the average iij)m@age by minimizing the sum of squared
errors, the quantile regression estimates publiaf@ wage differentials at particular quantiles
of the wage distribution by minimizing the absolstens of the errors. The estimator is known
as Least Absolute Deviations (LAD). The median esgion coefficients can be estimated by

choosing the values that minimize L:
@L=> M -X5-5S|=>W-x5-55)solw - x,5-5)

wheresgn@) is the sign ofa: 1 if ais positive and -1 ifais negative or zero.

The quantile regression approach is less sendiivautliers and provides more robust
estimators in terms of departures from normalitgnttOLS. Additionally, quantile regression
models have better properties in the presence tefdseedasticity. It allows us to estimate the
log earnings equation conditional on a given spedibn and then calculated at various
percentiles of the residuals {1,025" 50" 75" and 98"). The estimates of3" parameter
establish the magnitude of the public-private ewagsi differential at selected points of the

conditional earnings distribution.

SECTOR EARNINGS DIFFERENTIALS

The annual average real hourly earnings and wagessasectors and unadjusted public
sector premiums/penalties during years observe8dtr gender are presented in the Table 5 in

the Appendix. The unadjusted premium is the undardil difference in mean earnings (wages)



between public and private sector. Our results fi@hle 5 reveal that there was no statistically
significant differences in earnings between twda@scfor male workers between 1995 and 2003
but the gap turned into significant public sectoerpium between 2004 and 2006. Women
enjoyed public sector earnings raw premium durirugtnof the years observed. These trends are
presented on Graphs 1 and 2.

Graph 1 : Unconditional Public Sector Hourly Real Earnings Premium by gender in period
1995-2003
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Graph 2 : Unconditional Public Sector Hourly Real Earnings Premium by gender in period 2004-

2006
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It is likely that difference between average eagaim two ownership sectors is largely
determined by different nature of jobs and skifistihe two sectors. The ‘adjusted’ premium
measures the difference in mean earnings (wagesdlitonal on individual characteristics such

as qualifications, gender, ethnicity, labor expeces occupation, etc. To control for these
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characteristics we estimated augmented Mincerigarithm of hourly earnings equations for
each year from 1995 to 2006 using LFS data and #2082 to 2003 using LSMS data.

The earnings specifications include a set of huoaguital variables which are augmented
by controls for an individual's one-digit maritalatus, region of residence, type of settlement,
industry branch and occupation. The human cap#gbbiles consist of a set of binary variables
capturing the individual’'s educational qualificat® labour force experience of individual and
its quadratic fornf. Labor force experience effects (linear and quigjratwere poorly
determined in the hourly earnings specificationfisTis consistent with findings in other
transitional countries where skills and experieolb&ined under the communist regime were not
valued by the new market system. The level of efilutal attainment strongly correlates to pay
differentials. However, returns to all educatiot@lels higher than primary school education
were contracting from 1995 to 2001 which is in ademce to Reilly and Krsti(2001). In 2001
returns to education increased sharply (by 20%nfen and women with university degree
compared to 1995). During 2004 to 2006 returns docation rose especially for men with
university degree (by 13%). This is in line withpexience of many transitional countries (see
Newell and Reilly, 1999; Munich, Svejnar and Tdr2000). Men working in cities earned on
average more than those working in rural areasidiRegsin the Serbian capital Belgrade
provides significant premium relative to residimgniorthern province Vojvodina and even more
compared to Central Serbia. Most other variablesth@ hourly earnings functions were
significant at conventional levels. Workers in catg and tourism, financial and other services,
education and health and administration had adgantaearnings relative to a number of other
branch activities over the most of the years betwE295 and 2003. For men, earnings across
most of the industry branches other than agriceltm average doubled in 2005 compared to
2004. Same sharp increase is recorded for womennbR006. The highest paying industry
branch for men in 2005 was education and healtHpwed by catering and tourism,
construction, financial and other services and rfeturing. Three lowest paying industry
branches were agriculture, trade and governmentrésination. For women highest paying

industry branches were education and health, fiahaod other services, catering and tourism

® In the rest of the text we discuss results onfimefits obtained for explanatory variables from®tegressions
that are estimated for each year between 1995@6 268ing both LFS and LSMS data and also resudis fOLS
and Quantile regressions estimated by pooling L#5312003 and LFS 2004-2006 and LSMS 2002-2003wéhieh
presented in Tables 8, 9 and 10 in the Appendix.
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and government administration. Agriculture and nfacturing were the lowest paying
industries. The set of occupational level varialdaew on average lower wages for farmers,
miners, industrial and trade workers. Managers pnodessionals enjoyed significant earnings

premium relative to other occupational categoriesnd) all years.

The private ownership of the employee’s establigitnprovided a significant hourly
earnings premiums for men from 1997 (by 16%) ugi02 (by 10%) and for women from 1998
(by 18%) untill 2002 (14%). The marked cyclicaliof pay gap for workers with similar
characteristics but located in different sectorespnted on the Graph 3, verifies growing initial

private sector ‘mark-up’ that tends to close dowrte end of the observed period.

Graph 3: Adjusted Annual Public Sector Hourly Earnings Penalty by gender in period
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*Source: Calculated by author from successive Labauce Surveys 1995-2003

Between 2004 and 2006 women across sectors edraeshie while men in the public
sector earned by 9% and 8% more than their prigatgor counterparts, in 2005 and 2006
respectively. This result, presented by the Grapls 4¢onsistent with the one reported in The
World Bank study, Labor Market Assesment of SefB206), which used LFS data in the year
2005. The earnings measure in the World Bank sisidiye same as ours, but not corrected for
hours worked. Additionally, the study does not eliéintiate between men and women across
public and private sectors but includes in augnméeMencerian log of monthly earnings equation

employees in socially-owned (as omitted variabte) state-owned sector separately.
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Graph 4: Adjusted Annual Public Sector Hourly Earnings Premium and Penalty by gender
in period 2004-2006
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Using OLS estimates the World Bank study reporigape sector earnings ‘punishment’
of 11% compared to earnings in socially owned seefule employees in state-owned sector
enjoyed 4% mark-up above their counterparts baseddgially-owned sector. This is acceptable
difference due to our definition of public sectgrwhich the average earnings are decreased by

lower earners working in public sectors other th&te owned.

Further analysis estimates the hourly earnings teqquédy pooling together years from
1995 to 2003 and from 2004 to 2006 for LFS and f&@82 to 2003 for LSMS data, using OLS
and Quantile Regression approach. Earnings equegtierpanded with a number of interactive
variables designed to capture variation of the asattpay gap over time. After some
experimentations we included one education categorg occupational group, two industries,
city residence and the set of year dummies asaictien terms. Included interactions are
consistent with Reilly (2003).

Pooling 1995-2003 LFS data the OLS estimates shmwatatistically significant pay gap
between male public and private sector workers werage. Same is demonstrated at all
percentiles of the real hourly earnings distributixcept for employees at®@ercentile who
enjoyed 20% premium if working in the private secRReilly (2003) reports that men between
18 and 64 years old and working in the private meetirned oraverage by a third more than
their public sector counterparts when 1995-2000 d&& are pooled. Same as reported here,
Reilly (2003) finds that only men at 9(ercentile had statistically significant privatecer

premium at 0.01 level.
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The Graph 5 shows the estimated earnings diffexisrtetween public and private sector
for male and female workers with similar charactéts at different percentiles of earnings

distribution during nine year period of transitionSerbia.

Graph 5: Public Sector Earnings Penalty across thEarnings Distribution
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Pay estimates for women show on average 19.6% @sblttor earnings punishment
during same period. The larger wage gap betweepubéc and private sector for women may
indicate that the sector-specific non-wage benefasld be a more important determinant of
women’s choice of a sector. Women at all percentibecept at 7 fared significantly better in
the private sector. Female private sector workei€fand 28" percentile and those at the top of
the distribution gained the most (by 18.5%, 22% 28% respectively). Additionally, according
to OLS estimates of interaction terms, male workeits no formal education and working in
construction fared better in private sector whilenmand especially women working in finance
and other services fared better in the public sebiween 1995 and 2003. There was a
contraction of real hourly earnings, especiallythe public sector in 1998, 1999 and 2000 but

followed by sizeable expansion from 2001 onwards.

We also observed sectoral pay differentials aceasaings distribution in the last five
years of transition in Serbia by pooling 2002-2Q&MS and 2004-2006 LFS data. The real
hourly earnings of public sector workers increasgghificantly in 2003 for both men and
women across all percentiles. Men at the bottomasrtiwomen at the top end earned even one

fifth more than compared to 2002 base. While theswgh was similar across sectors for men, in
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the case of women it was mainly caused by conditerése in earnings of public sector female
workers. The obtained results most likely porttaé rise in earnings in education and health in
2003, where 36% of public sector female labour dowas employed. Analogous trends, but

smaller in extent, occurred in 2006 compared toi2tdse.

The difference between quantile regression estsnatie sectoral pay gap obtained
pooling 2002-2003 LSMS and 2004-2006 LFS is remaekaDuring 2002-2003, private sector
men in the middle and at the upper and top enteflistribution earned significantly more than
public sector men with similar characteristics (%6, 25% and 36% more at"{5" and 98
percentiles respectively). But for those at thetdyot earnings in the two sectors were not
significantly different. This is in line with othéransitional countri€swhere higher inequality in
the private sector than in the public sector causese negative public-private sector wage
differential among high earners. For women, eamiagross two sectors during 2002 and 2003
did not differ significantly at all percentiles esqt at the top of the earnings distribution where
women earned 28% premium with job in the privatetee However, between 2004 and 2006
public sector female workers at'5and 7%' percentile of the earnings distribution obtainét 6
benefits compared to their private sector countéspaith similar characteristics. Male workers
at the lower end and at the middle of the distrdugained from job in the public sector (by
15% at 18 percentile and 8% at 25and 50" percentiles) while those at the top of the
distribution earned the same across sectors. Shikustrated on the Graph 6. The blue bars
represent the pay gap estimates obtained by geamtgyressions from the pooled 2002-2003
LSMS data and the red bars reflect the results fitzerpooled 2004-2006 LFS data for men and
women separately. The Graph 6, shows that it washighest paid group of private sector
workers who saw the largest premiums during 2002328However, there was no statistically
significant difference in earnings on average agestors for women. Men in the private sector
enjoyed on average 17.7% premium between 2002 @08, dut this premium dissipates when
years from 2004 to 2006 are pooled.

’ See Leping (2006)
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Graph 6: Public Sector Earnings Premiums and Penaikés across the Earnings Distribution
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The rise of earnings in the public sector betwe@®42and 2006 enabled lower paid men

and middle paid women in the public sector to abllthe largest ‘mark-up’ to earnings

compared with workers of comparable age and ecurcat the private sector. Moving up the

male earnings distribution, the size of the puBkctor premium declines. Among the highest

earners the earnings of male public and privateosemrkers with similar characteristics are not

statistically significantly different. Same holds fwomen at both end of the wage distribution.

The results obtained for men during 2004-2006 awesistent with findings in developed

countried. Full insight into pay gap across sectors at setepercentiles within each year can be

obtained from Table 7 in the Appendix.

® see for example pg. 25, Disney et al. (1998) for hé#tveen 1991 and 1995
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CONCLUSION

This study examined public-private wage differestian Serbia over the period of
transition from 1995 to 2006. The estimates obthigeve important insights into the main
changes of the labor market during transition. Tésults of the analysis indicate that pay
differentials obtained for Serbia follow similartpan as the one obtained in other transitional

countried,

The study finds that earnings are more equallyidigied in the public sector than in the
private sector, even after controlling for differerharacteristics of employees. Private sector
premiums observed from 1995 to 2003 can be interdras willingness of public sector
employees to trade off wages for employment in otd@reserve social benefits. This behaviour
is more evident for women. The public-private gégses over time via faster growth of public
sector wages. Interpreting the results obtainedhe latter period, between 2004 and 2006,
through competitive world framework, it can be doded that workers of different quality
would be employed in the two sectors. Employerghian private sector would tend to hire the
better-quality employees at the highest educati@vals. The public sector would tend to attract
better-quality men with lower educational qualifioas and women with higher educational
attainment. This means, that the public sectobis t retain better-quality public servants such
as teachers, nurses or civil servants, due tomgsrpremium provided for men and due to non
pecuniary benefits provided for women, as therisignificant pay difference for females with
same characteristics across sectors. If non wagbeuaes, such as insurance in the form of
greater job security, were added to current easgigemployees the advantage of holding a job
in the public sector would be higher even for wosk&vith the highest educational skills.
Therefore, results imply that the recent concernasabout retaining workers on public sector
jobs but rather about queues of workers for pubdictor positions, especially for those at the
lower part of the wage distribution. The consegeeiscan increasing wage bill that strains the

fiscal position.

° See Jurajda (2003) or Leping (2006)
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APPENDIX
Table 1: Timing of Surveys and Number of Observatins Used in Analysis
Number of Males| Number of Femalgs  Tofal
Reference Yeal
and a Month
Data Public | Private| Public Private
LFS March-95 1400 81 930 107 2518
May-96 1377 93 926 97 2498
Oct-97 1373 116 954 117 2560
Oct-98 1327 159 956 159 2601
Oct-99 1,290 175 919 178 2,562
Oct-00 1,421 213 1,008| 225 2,867
Oct-01 1,329 273 947 233 2,782
Oct-02 1,272 284 910 251 2,717
Oct-03 1,164 381 792 332 2,669
Oct-04 1,760 1,130 1,306 881 5,0y7
Oct-05 1,543 1,283 1,133 836 4,795
Oct-06 1,336 1,333 1,063 922 4,654
LSMS June-08 2,078 839 1,517 627 5,061
June-08 639 395 461 260 1,755

*Source: LFS successive years from 1995 to 2006.&MS in 2002 and 2003

Table 2: Average Annual Share of Wages and Hot Meand Transport Allowances in Earnings by
Ownership Type and Gender

Male Female
Public Private Public Private
Hot Meal Hot Meal Hot Meal Hot Meal
and and and and
Transport Transport Transport Transport
Wage Allowances| Wage Allowances Wage Allowances| Wage Allowances
1995 85% 14%) 949 79 82% 16% 9206 1%
1996 84% 15%) 929 8% 81% 17% 9200 9%
1997 84% 15%) 939 79 83% 15% 91 4%
1998 85% 13%) 959 89 82% 16% 9406 4%
1999 85% 15%) 949 6% 82% 17% 946 4%
2000 84% 16%) 959 4% 81% 19% 94M% 4%
2001 96% 3% 999% 19 96% 4% 98%% 106
2002 97% 2% 999% 09 98% 2% 99% [0 20
2003 98% 2% 999% 09 98% 1% 99%0 [0 20

*Source: Authors calculations from LFS successiarg from 1995 to 2003
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Table 3: Real Hourly Earnings and Wage Percentilefor Male Employees in the Republic of Serbia, 1992006

10" 25" 50" 75" 90" Stand. Decile Gini
Year Average Dev. Ratio Coef.
Public | Private] Publid Privatt  Publlc  Privde  Rull Private| Public| Privatd Public [ Privale Publlc vate | Public| Privatd Publi¢  Private

LFS
1995 3.05 2.9 3.39 3.39 3.79 3.61 4,08 406 434 38 4. 3.73 3.68 0.54 0.57 18 1.48 0.28 0f31
19950 2.79 2.87 3.23 3.28 3.6l 3.61 3.95 397 1.2 431 558 3.62 0.57 0.58 141 144 013 0.B2
1996 3.03 2.96 3.43 3.3p 3.43 3.66 4118 407 446 444 3.78 3.76 0.59 0.68 1.43 1.48 Q.3 0l42
1996w 2.83 2.89 3.23 3.7 3.65 3.65 3.99 3.99 4{34 4.34 .6 |3 3.66 0.61 0.71 151 1.4p 0.31 0.p4
1997 3.29 3.45 3.74 3.71L 4.15 3.98 4552 443 4.8 84 4. 4.1 4.08 0.61 0.5% 150 1.39 0.81 0f31
1997w 2.94 3.37 3.57 3.62 3.96 3.92 4.33 435 4164 484 391 4 0.65 0.56 1.69 1.4y 0.33 0.B2
1998 3.38 3.38 3.72 3.78 4.11 4.15 4146 453 474 88 4 4.08 4.15 0.57 0.58 1.36 15 0.29 0J32
1998y 3.19 3.38 3.56 3.64 3.98 4.97 4.29 447 4158 488 3.9 4.09 0.61 0.6 1.39 1p 0.31 0.83
1999 3.19 3.23 3.53 3.58 3.93 3.88 4p5 422 455 624 3.9 3.9 0.54 0.62 1.3p 14 0.28 0R4
1999 2.85 2.96 3.21 3.34 3.6 3.62 3.95 406 4128 446 3.55 3.68 0.59 0.67 148 15 013 0.B9
2000 3.28 3.35 3.5§ 3.68 3/9 3.99 409 4|33 453 55 4. 3.88 3.97 0.52 0.58 1.25 1|2 0.28 0f31
200Qv 2.76 2.89 3.12 3.3 3.4b 3.74 3.81 4.1 4|15 432 4638 3.69 0.57 0.6 1.39 1438 0[3 0.82
2001 3.53 3.6 3.89 3.89 4.22 4.25 4.8 4{49 478 94 4. 4.17 4.21 0.51 0.54 1.25 1.34 0.26 D.3
2001w 3.47 3.48 3.79 3.83 4.1 4.7 4.42 442 471 477 084 414 0.51 0.54 1.24 1.29 0.27 Q0.3
2002 3.74 3.74 4.06 3.98 4.32 4.32 4163 4.7 492 025. 4.33 4.36 0.5 0.52 1.19 1.28 0.27 3
2002 3.73 3.73 4.01 3.91 4.31L 4.31 4.6 4.68 4(89 501 294 434 0.51 0.57 1.16 1.28 0.27 Q.3
2003 3.78 3.8 4.11 4.01 4.42 4.34 473 4167 495 92 4. 4.38 4.35 0.5 0.4 1.17 1.13 0.26 0J27
2003y 3.75 3.78 4.07 4 4.39 4.34 471 4.68 4193 493 64.3 4.35 0.5 0.49 1.14 1.1p 0.26 0.78
2004 3.79 3.49 4.18 3.87 4.49 4.23 482 463 514 924 4.47 4.23 0.59 0.62 1.35 143 0.p8 0[34
20040 3.71 3.46 4.14) 3.84 4.4p 4.22 4.81 462 5.1 492 444 421 0.58 0.64 1.39 1.46 0.29 0.p4
2005 3.85 3.5] 4.21 3.89 415 4.26 481 4(61 5.14 95 4. 4.5 4.23 0.53 0. 1.2p 1.44 0.28 0Bl
20050 3.85 3.49 4.18 3.8¢ 4.48 4.26 4.37 459 5|14 495 4.49 4.22 0.54 0.62 1.2p 1.46 0.29 0R2
2006 3.96 3.63 4.24 3.96 4.41 4.37 4,88 4166 5.16 .06 b 4.57 4.32 0.51 0.59 1.19 1.44 0.p7 0[31
20060 4 3.66 4.29 4 4.64 4.4 4.91 4.69 5.19 b.1 1.6 4.360.51 0.59 1.19 1.44 0.2y 0.31
LSMS
2002 351 3.42 3.92 3.8p 4.25 4.23 4558 461 484 994 4.2 4.24 0.6 0.72 1.3p 157 31 oja7
2002 35 35 3.91 3.8§ 4.28 4.23 4.55 4.6 4182 4.96 84.1 4.25 0.6 0.71 1.3% 1.4 0.31 0.47
2003 3.6 3.6 3.99 3.89 4.34 4.27 4.68 4|61 503 350 4.32 4.3 0.58 0.64 1.48 143 0.32 4
2003 3.57 3.65 3.99 3.94 4.34 43 4.68 463 504 5.04 334 432 0.58 0.68 1.46 1.39 0.31 0.B9

Notes to Table 3: Data Source: Labour Force Survey of the Republic of Serbiag).Bnd Living Standard Measurement Survey (LSMS)

a) All earnings and wage percentiles are given in nahtegarithm values. Earnings include beside ragulage all additional payments from the main jghrnings and

wages are net of taxes, pension and welfare ben€fiey are expressed in 2005 prices.

b) Decile ratio is calculated as the difference betwtbe log earnings/wage at thé"g@rcentile and at the i(@ercentile.

c) The Gini coefficient estimates use earnings/wageingged form
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Table 4: Real Hourly Earnings Percentiles for Fema Employees in the Republic of Serbia, 1995-2006

10" 25" 50" 75" 90" Stand. Decile Gini
Year Average Dev. Ratio Coef.

Public | Private] Publid Privatt  Publlc  Privde  Rull Private| Public| Privatd Public [ Privale Publlc vate | Public| Privatd Publi¢  Private
LFS
1995 201 303 339 328 315 3%6 4ps 379 431 31k 368 358 0.5 05 130 1347 o0p9  olo
1998 | 27| 283] 31 3 35 33p 343  3J9  4bs 431 634 348 o061 054 13 148 031 op1
1996 206| 287 343 31 3d6 343 ahe 3s7 441 a8k 376] 351 o5 05 145 131 ops .3
19960 | 263| 273] 317 31 365 343 393 32 423 499 533 342| 062 053 1. 126 o3 qs
1997 33| 323 374 358 4is 386 aphs 415 476 37h  4a08| 381 o5 05 146 144 opo  ols
199% | 301| 294| 355 343 39p 342 433 4ahs 450 433 387 37] o063 o051 158 130 o031 q:3
1998 323 319 364 357 4ad7  3%9 a7 425 459 53k 399 39 os5d o5 136 134 d3  ops
1998 | 297 319 34 353 3.8p 38 432  ahs5  ala2 447 783 383| o061 05§ 145 128 032 0.9
1999 317 314 353 34p 346 3f1  ah7  4dos 441 36k 382 374 05 o5 14 134 ops .3
199% | 267| 285 314 318 358 346 3842 37 4os 417 344 35/ o057 o054 139 1P o028 0Pl
2000 32| 323 35§ 358 3d2 341 aps  4los 433 33k  378] 378 04 04 1.1p 11 obka  ops
20000 | 271| 289 309 31 33p 345 367 381 3loa 41 333 349 o052 049 12p 1p 047 0.p6
2001 341 339 374 36f 45 389 ah1 423 4es 48k 409| 393 o05] 04 1.7 11 obks  ofa
20010 | 332| 332 368 353 40p 343 43 47 48 442 99% 386| 053 049  1.2b 1l 026  0.p5
2002 37| 358 399 388 4fr af2  aps 457 489 o9ak  a26] 419 05 03 11p 145 o0k7  opo
2002 | 362 357] 391 381 420  4q9  4%1 a6 483 489 422| 417] o051 04 121 13 027  0p9
2003 382 364 404 382 4o d2 a1 4s2 492 77h a37| a21] o4 04 1f 143 oba  ofs
2003 | 383| 365 406 383 435 4do  ay1r a3 403 478 436| 421 046 0.4 1] 118 024  ops
2004 382| 347 414 37p  4do 497 afpe 445 4os 82k 445 am od o5 116 135 ops  o32
20040 | 379| 344 412 371  44p  4ade  4ay3  aka 4o 481 443| 409] 052 04 11f 137 026 0p3
2005 385 34d 417 37ph  ada  4af7r a7 4das  dqoe 86k 448|412l o5 o5 1P 139 3 0B
2005 | 385| 345| 417 373 4as5)  ad7  ay7  aks  slos 486 447| 411 o053 058 11B 142 031 op2
2006 396 35d 494 378 adt  als  aps 457 Hdos 92k ass| 419 od o5 1 146 o5 op2
20060 4| 359| 434 384 464 418 491  4p9 1 4os 458423 05| 059 11 136 026 032
LSMS
2002 346| 329 387 368 4dr 492 abs 439 479 o1k 414 406 o054 07 132 149 o0po oo
2002 | 3.44| 328 386 362 41p 4ad3s  ak2 a9 4lze 483 413| 405| o056 071 13k 185 029  o0ke
2003 36| 339 394 36k 4ads  ags  aps  4flan  4os 74k a32| 407 o06] 06 13 135 opa  olss
2003 | 363| 347] 399 381 43 4ade 466 aka  alor 475 432| 411 o063 057 131 148 034  o0p4

Notesto Table 4:

See Notes to Table 3.
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Table5: Average Hourly Real Pay by ownership typerrd gender and Unconditional Sectoral Pay Differentil

Years Hourly Log Mean Pay Annual Growth Raw Premium ttest
Rate

Males Females Males Females Males Females Males Females
LFS Public Private | Public Private | Public | Private | Public Private
1995 3.73 3.68 3.68 3.58 0.044 0.1 0.67 1.91
1995w 3.55 3.62 3.46 3.48 -0.064 -0.015 -0.97 240.
1996 3.78 3.76 3.76 3.51 0.06 0.08 0.08 -0.07 0.024 9.25| 0.33 4.48**
1996w 3.6 3.66 3.53 3.42 0.05 0.05 0.07 -0.06| -0.06 D.11| -0.96 1.73
1997 4.1 4.08 4.08 3.81 0.32 0.32 0.32 0.31 0.022 0.269 0.4 5.05**
1997 3.91 4 3.87 3.7 0.31 0.34 0.34 0.29 -0.089 0.171 441 2.79*
1998 4.08 4.15 3.99 3.9 -0.03 0.07 -0.09 0.09 -0.074 9D.0 | -152 2.16*
1998n 3.9 4.09 3.78 3.83 -0.01 0.09 -0.1 0.13 -0.187 50.0 | -3.67* -0.98
1999 3.9 3.9 3.82 3.73 -0.18 -0.25 -0.17 -0.17| -0.004 080D. -0.09 1.85
1999w 3.55 3.68 3.44 35 -0.35 -0.41 -0.34 -0.33 -0.13 .060 -2,685%* | -123
2000 3.88 3.98 3.78 3.79 -0.02 0.08 -0.04 0.06 -0.09 008. -2.14 -0.16
20000 3.46 3.69 3.33 3.49 -0.09 0.01 -0.11 -0.0] -0.23| .160 -5,35%** -4,32%**
2001 4.17 4.21 4.09 3.93 0.29 0.23 0.31 0.14 -0.041 @.15| -1.14 4.67**
2001 4.08 4.14 3.99 3.86 0.62 0.45 0.66 0.37 -0.07 0.13 | -2,01** 3,58%**
2002 4.33 4.36 4.26 4.19 0.16 0.15 0.17 0.26 -0.026 0.07| -0.77 1.91
20020 4.29 4.34 4.22 4.17 0.22 0.2 0.23 0.31 -0.05 0.05| 1,45 1.37
2003 4.38 4.34 4.36 4.21 0.05 -0.02 0.1 0.02 0.032 0.16 | 1.11 5.10%*
20030 4.36 4.35 4.36 421 0.07 0.01 0.14 0.04 0.02 0.15| 6 0 4,89***
2004 4.47 4.23 4.45 4.11 0.243 0.338 10.80** 14.29**
20040 4.44 421 4.43 4.09 0.23 0.35 9,92%** 14136
2005 45 4.23 4.48 4.12 0.03 0 0.03 0.01 0.273 0.355 733, 14.14**
20050 4.49 4.22 4.47 4.11 0.05 0.01 0.04 0.03 0.27 0.36 | 2,35k 14,19%*=
2006 4.57 4.32 4.55 4.19 0.07 0.09 0.07 0.07 0.245 0.354 11.42** 14.26**
20060 4.6 4.36 4.58 4.23 0.11 0.14 0.11 0.11 0.24 0.35 A3K1* 14,45%**
LSMS
2002 4.19 4.23 4.13 4.05 -0.04 0.086 -1.49 2.48*
20020 4.18 4.23 4.12 4.04 -0.05 0.08 -1,73* 2:88*
2003 4.33 4.31 4.33 4.08 0.14 0.08 0.2 0.03 0.025 0.247 0.59 5.06**
20030 4.33 4.3 4.32 4.08 0.14 0.07 0.19 0.04 0.02 0.24 62 0. 4,87***

a)

b)
c)
d)

Notesto Table 5: Data Source: Labour Force Survey (LFS) 1995-2006 and Livingn8iard Measurement Survey (LSMS) 2002-2003.

® - hourly wage excludes all additional paymentsrfithe main job. Earnings beside regular wage dechll additional payments
from the main job.

Earnings and wages are net of taxes, pension alfaresbenefits. They are expressed in 2005 prices.
t-test undertakes a test for the difference in dammeans between public and private sector waggeamings.

** ** and * denote statistical significance atehl%, 5% and 10% level respectively using two-tbitsts. The corresponding critical
(absolute) values are 2.576, 1.96 and 1.64 respécti
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Table 6: Description of Variables Used in the Analsis

Variable name

Variable description

Age (Years)

Demographic Variables
Age of individual in years

Agé’ (Years/100) Age squares of individual in yearsi¢#id by 100)

Married =1 if the individual is married; otherwi6e

Single =1 if the individual is single; otherwise 0.

Divorced/Widowed =1 if the individual is divorced or widowed; othdse 0.

Serbian =1 if the individual's nationality is Seahi otherwise 0.

Montenegrin =1 if the individual's nationality isdtenegrian; otherwise 0.

Othef =1 if the individual's nationality is some othetherwise 0.
Region and Location Variables

Belgradé =1 if the individual lives in capital Belgrade; etfise 0.

Central Serbia =1 if the individual lives in Central Serbia; othése 0.

Vojvodina =1 if the individual lives in Vojvodinatherwise 0.

Rural =1 if the individual lives in the village; otherei®.

Urban (City)

No Education

=1 if the individual lives in the citptherwise 0.
Education Level and Labor Force Experience Variable
=1 if the individual has no educatiorhas incomplete primary education; otherwise 0.

Primary =1 if the individual has primary education; othesa/D.
Secondary =1 if the individual has secondary education; pihse 0.
College =1 if the individual has high educatiorhertvise 0.
University =1 if the individual has university eduion; otherwise 0.
Master =1 if the individual has master degree; wtfe 0.

PhD =1 if the individual has PhD degree; otherwise 0.

Labor Force Experience <=5 years

=1 if the indiichas less or five years of working experienceenwise 0.

5<Labor Force Experience<=10 years
10<Labor Force Experience<=20 years
20<Labor Force Experience<=30 years

=1 if the irdtligil has more than five and less or ten years dfing experience; otherwise 0.
=1 if the iinldial has more than ten and less or twenty yeandfing experience; otherwise 0.
=1 if the iioldi@l has more than twenty and less or thirty yeaworking experience; otherwise 0.

Labor Force Experience>30 years
Labor Force Experiené¢Years/100)

Farmer

Miner, Worker in Industry or Similar
Worker in Trade

Worker in Service Sectbr

Welfare Worker

Worker in Administration

Manager

Professional or Artist

Worker in Other Occupation

Agriculture
Industry & Mining
Construction

Transport

Trade

Catering and Tourism
Financial and Other Services
Education, Culture and Health
Government

Public
Private

Main Job Monthly Hours (natural log)
Main Job Monthly Wage (natural log)
Main Job Monthly Earnings (natural log)
Main Job Hourly Wage (natural log)
Main Job Hourly Earnings (natural log)

=1 if the individizs more than thirty years of working experieratberwise 0.
Labor Force Experience squared ofiddal in years (divided by 100)
Worker Occupation Variables
=1 if the individual is a farmer; otherwise
=1 if the inddual is a miner, industrial or similar workerhetrwise 0.
=1 if the individual is worker iratle; otherwise O.
=1 if the individual is worker in the service sactotherwise 0.
=1 if the individual is welfare waenk otherwise 0.
=1 if the individual is wier in government institution or administrationherwise 0.
=1 if the individual is manager; otherwise 0.
=1 if the individual is pesfsional or artist; otherwise 0.
=1 if individual workssome other occupation; otherwise 0.
Industry Branch Variables
=1 if the individual works in agriculture and fotes otherwise 0.
=1 if the individual works in ingtry sector; otherwise 0.
=1 if the individual works in consttion; otherwise 0.
=1 if the individual works in transport and comneation; otherwise 0.
=1 if the individual works in trade; otherwise 0.
=1 if the individual works in catering and tourisatherwise 0.
=1 if the individual works in financial and othearsices; otherwise 0.
=1 if the individuadrks in education, culture, health and social wotkerwise 0.
=1 if the individual works in governmadministration and social insurance; otherwise 0.
Ownership Sector Variable
=1 if the individual works in non privately ownedterprise; otherwise 0.
=1 if the individual works in the privatedyned enterprise; otherwise 0.
Hours and Wages Variables
The naturgdothm of the monthly hours worked by the indivadlin their main job.
The naturaldathm of the main job monthly regular wage

The natuogarithm of the main job monthly earnings whiohludes beside regular wage all additional payments

The natural liten of the hourly regular wage worked by the indisal in their main job.

The natlogharithm of the main job hourly earnings whichlirdes beside regular wage all additional payments
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Table 7: Conditional Private Sector Wage Premium foDifferent Years

Average 10th Percentile 25th Percentile 50ticdtdile 75th Percentile 90th Percentile
Year Male Female Male Femalg Male Female Male Femal Male Female Male Femalg
LFS
1995 | 0.087 0.144 -0.01 0.219 -0.034 0.165 0.028 78.0 0.128 0.047 0.178 0.092
1.34 (2.22)* -0.11 1.17 -0.53 (2.01) 0.33 1.08 21 0.59 1.15 1
1996 | 0.127 0.075 -0.167 0.259 -0.004 0.093 -0.001 .0140 0.092 -0.024 0.152 -0.017
1.61 1.15 -0.95 1.79 -0.04 0.98 -0.02 0.2 1.29 .330 0.6 -0.13
1997 | 0.156 0.058 0.124 0.101 0.17 0.11 0.031 0.032 0.068 0.098 0.138 0.081
(2.73)** | 0.9 1.08 0.63 1.67 1.23 0.61 0.72 0.83 | .631 1.44 1.64
1998 | 0.234 0.183 0.252 0.078 0.158 0.169 0.162 80.20 | 0.163 0.188 0.338 0.21
(4.95)** | (3.76)** | (3.02)** | 0.78 1.93 (2.49)* B8* | (2.72)* (2.49)* (2.78)** | (3.12)** | (2.56)*
1999 | 0.144 0.165 0.125 0.114 0.134 0.179 0.097 50.12| 0.128 0.156 0.155 0.232
(2.64)** | (3.67)* | 1.42 1.09 (2.56)* (2.51)* 1.72 (3.12)** 1.59 (3.19)** | 1.52 (2.81)**
2000 | 0.245 0.182 0.132 0.166 0.166 0.164 0.241 20.22 | 0.252 0.221 0.262 0.234
(5.26)** | (4.84)** | (2.01)* (2.06)* (3.51)** | (2.48) (4.64)** | (7.25)** (4.08)** | (5.45)** | (4.63)** | (2.65)**
2001 | 0.118 0.087 0.09 0.151 0.07 0.042 0.047 0.01| .0920 0.009 0.155 -0.003
(3.18)** | (2.31)* 1.46 (2.08)* 1 0.83 1.08 0.32 .82)** | 0.17 (2.49)* -0.07
2002 | 0.1 0.143 0.141 0.222 0.074 0.144 0.087 0.129 0.11 0.091 0.05 0.109
(3.09)** | (4.60)** | (2.16)* (4.53)** | 1.38 (2.69)**| 1.87 (2.99)** (2.75)** | (2.44)* 0.96 (2.28)*
2003 | 0.051 0.062 0.016 -0.03 0.053 0.034 0.017 60.02 | 0.042 0.027 0.07 0.084
1.77 1.65 0 -0.4 1.52 0.91 0.57 0.69 1.31 0.61| 331. 1.22
2004 | -0.041 0.005 -0.128 -0.056 -0.084 0.014 -0.035-0.039 -0.02 -0.017 0 -0.001
-1.7 0.18 (27| -1 (-3.7)**| 0.35 -1.49 -1.29 0.67 -0.5 0.01 -0.02
5| -0.094 . -0.155 -0.061 -0.123 -0.05b .07 -0. -0.05 . -0.05 .05
200 0.09 0.002 0 0.06 0.123 0.0 ®.07 -0.039 0.053 0.022 0.053 0.052
(-4.6)** | 0.06 (-3.3)** | -1.23 (-4.4)** | -1.38 (-2p -1.53 -1.83 0.78 -1.57 1.05
-0.085 .015 -0.085 .014 -0.082 .004 -0.053-0.01 -0.097 -0.04 -0.057 -0.
2006 | -0.08 0.0 0.08 0.0 0.082 0.00 0.0593-0.012 0.09 0.046 0.0 0.026
(-3.8)** | 0.44 (-2.5)* 0.21 (-2.6)**| 0.11 (-2.1)* | -0.26 (-6.1)* | -1.13 -1.67 -0.56
LSMS
.14 .07 .07 -0.07 . -0.036 . . 175 1 . .
2002 | 0.148 0.0 0.072 0.078 0.023 0.036 0.069 03D 0 0.12 0.298 0.266
(4.36)** | 1.78 1.69 -1.21 0.56 -0.66 (2.44) -0.84 | (4.42)** | (2.47)* (3.33)* | (3.07)**
2003 | 0.127 0 0.073 0.021 0.049 -0.014 0.029 -0.074 0.134 -0.001 0.272 0.156
(2.78)* | 0.01 0.8 0.21 1.25 -0.25 0.43 -1.48 29 | -0.01 (3.44)* | 1.62

Notes to Table 7: ** and * denote statistical significance at the 8¥#d 5% level respectively using two-tailed téstenotes category
omitted in estimation.

a)
b)

c)

d)

e)

The samples used relate to male and female empgged between 15 and 64, who reported non-zerojaiaearnings.
The depended variable is the log of real hourlynieass. Earnings are net of taxes, pensions andamelienefits. They
include payments for meals, transport, union bé&setredits from the firm and payment in kind. Threlate to earnings
received on the main job only. All explanatory aétes are binary variables.

The estimation procedure for the mean regressiddLiS and robust standard errors are computed otdhis of White
(1980) standard errors. Robust t statistics regdofteand * denote significance at the 0.01 andbdével respectively.
Quantile regression procedures are used to obteincoefficient estimates for the selected peramtiThe estimated t
statistics reported in parentheses for the quarggeessions is based on the bootstrapping proeedlitin 1000 replications
in all cases. OLS and quantile regression anafgpisrted used STATA 8.0.

Bootstrapping quantile regression procedure is ts@dbtain the coefficient estimates for the sel@giercentiles; t statistics
reported: ** and * denote significance at the Caditd 0.05 level respectively.

Data Source: Labour Force Survey 1995-2006 and Living Standidedsurement Survey 2002-2003.
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Table 8: OLS and Quantile Regression Equation Estimtes for Log Hourly Earnings in Serbia — 1995 to 208

LFS OLS 10th | 25th 50th 75th 90th

Variable Male Female Male Femald Male Female Malg emdde Male Female Male Femal

Constant 3.604 3.392 3.214 2.799 3.402 3.103 3.674 3.423 343.8| 3.665 3.943 3.99
(99.7)** | (78.23)** | (43.8)** | (26.6)** | (70.18)** | (521)** | (89.1)** | (83.36)** | (99.7)** | (68.20)** | (81.0)** | (64.4)**

Labour Experience:

<=5 Years f f f f f f f f f f f f

5< Years<=10 0.021 0.061 0.04 0.019 0.029 0.026 220.0| 0.065 0.008 0.045 0.05 0.05
1.26 (3.70)** 1.2 0.61 1.35 111 1.2 (3.63)*1 B4 (2.61)** (2.09)* 1.9

10< Years<=20 0.049 0.088 0.04 0.102 0.067 0.05p 0560. 0.099 0.049 0.077 0.055 0.077
(3.29)** | (6.09)** 1.34 (3.65)** | (3.43)** (2.87)**| (3.16)** | (7.15)** (3.22)** | (5.25)** (2.83)** | (3.39*

20< Years<=30 0.079 0.135 0.075 0.158 0.089 0.11p .0720 0.133 0.058 0.109 0.095 0.104
(5.13)** | (9.28)** (2.35)* (5.64)** | (4.42)** (5.99** | (4.03)** | (9.36)** (3.78)** | (7.29)** (4.55)** | (4.34)**

> 30 Years 0.105 0.17 0.099 0.179 0.097 0.11 0.09 0.166 0.098 0.17 0.122 0.192
(6.03)** | (8.40)** (2.97)* | (4.08)** | (4.14)** (4.B)** | (4.33)** | (8.94)** (5.08)** | (7.74)* (4.99)** | (5.44)**

Education:

No formal education -0.104 -0.122 -0.148 -0.12 09a. -0.156 -0.118 -0.092 -0.089 -0.097 -0.08% 8.10
(-3.7)** | (-3.2)* (-0.56)* | -1.58 (-2.26)* (-2.8)* | (-3.5)** | (-1.99)* (-2.46)* | (-2.93)** | (-2.32)* | -185

Primary f f f f f f f f f f f f

Secondary 0.098 0.148 0.073 0.139 0.113 0.17B 0.1090.203 0.118 0.182 0.108 0.157
(8.11)** | (10.25)** | (3.26)** | (5.03)** | (6.64)** (208)** | (8.36)** | (13.22)** | (8.40)** | (11.22)** | (5.86)* | (6.49)**

College 0.247 0.278 0.222 0.275 0.265 0.304 0.24]L .33 0.25 0.294 0.257 0.29
(23.3)** | (14.59)* | (5.92)** | (7.33)** | (9.40)** (246)** | (11.6)** | (17.57)** | (11.6)** | (14.80)** | (7.91)* | (9.12)**

University 0.466 0.494 0.44 0.452 0.478 0.49 0.45| .536 0.492 0.544 0.478 0.549
(22.6)** | (25.64)** | (12.0)** | (10.7)** | (18.31)** | (2.2)** | (18.8)** | (26.07)** | (22.7)** | (26.49)* | (15.3¥* | (16.2)**

Marital Status:

Single -0.019 -0.012 -0.04 -0.008 -0.009 -0.019 040. -0.001 -0.001 -0.006 0.002 0.007
-0.97 -0.72 -1.01 -0.26 -0.38 -0.9 (2.11) -0.06 | -0.03 -0.37 0.08 0.29

Married 0.019 -0.032 -0.019 -0.049 0 -0.034 -0.00B -0.02 0.034 -0.019 0.056 0
1.16 (-2.56)* -0.56 (-1.99) O (-2.37)1 -0.14 4D, 1.9 -1.5 (2.15)* 0.02

Divorced/Widowed f f f f f f f f f f f f

Settlement Types:

Rural f f f f f f f f f f f f

City 0.066 0.028 0.069 -0.001 0.072 0.029 0.06 3.0 0.073 0.037 0.076 0.019
(6.53)** | (2.42)* (3.59)* | -0.04 (5.26)** 1.92 (B3)** | (3.22)* (6.29)** | (3.54)** (5.90)** | 1.09

Regions:

Belgrade f f f f f f f f f f f f

Central Serbia -0.369 -0.329 -0.477] -0.374 -0.404 0.34 -0.353 -0.311 -0.314 -0.295 -0.281 -0.26
(-35)** | (-29.6)** | (-24)** | (-18)** | (-28.3)** | (-23)** | (-28)** | (-29.4)** |[(-26)** [|(-27.5)** |(-17)** |(-15)**

Vojvodina -0.228 -0.225 -0.367 -0.282 -0.3 -0.27 226 -0.228 -0.159 -0.181 -0.095 -0.139
(-18)** | (-17)** (-15)** | (-9)** (-7.65)** | (-4.9)* (-4.9)** | (-6.05)** | (-11)** | (-3.07)** | (-9.8)** | (-23)**

Nationality:

Serbian -0.001 -0.005 -0.011 0 -0.019 -0.029 -0.042-0.021 -0.002 0.006 0.035 -0.038|
-0.05 -0.33 -0.39 0 -1.04 -1.48 -0.16 -1.54 -0.1 ] -0.34 1.89 -1.53

Montenegrin -0.055 -0.035 -0.136 -0.139 -0.128 20.1 | -0.074 -0.075 -0.017 0 0.026 0.013
-1.41 -0.82 (-2.12)* -1.78 -1.6 -1.93 -1.91 ®0 | -0.33 0 0.44 0.17

Other f f f f f f f f f f f f

Industry Branch:

Agriculture f f f f f f f f f f f f

Manufacturing 0.089 0.129 0.022 0.153 0.057 0.15| 089. 0.09 0.122 0.118 0.154 0.121
(4.47)** | (3.89)* 0.46 1.71 1.83 (3.13)1 (3.7D)*| (2.80)** (4.84)** | (2.85)** (6.19)** | (2.98)**

Construction -0.007 0.126 -0.037 0.287 -0.029 0.188 -0.008 0.136 0.039 0.046 0.027 -0.022
-0.29 (2.86)** -0.66 (2.49)* -0.84 (2.90)*1 -0.24 | (2.70)** 1.21 0.92 0.85 -1.6

Transport -0.001 0.022 -0.069 0.09 -0.047 0.117 23%.0 | 0.008 0.061 0.028 0.087 -0.03
-0.05 0.58 -1.02 0.85 -0.97 (2.08)7 0.62 0.21 71.8 | 0.63 (2.29)* -0.64

Trade -0.007 0.099 -0.037 0.209 -0.024 0.121 -0.0310.041 -0.014 0.03 0.057 0.028
-0.24 (2.53)* -0.6 (2.11)* -0.51 (2.38)* -0.62 90. -0.4 0.6 1.33 0.5

Catering&Tourism 0.227 0.329 0.266 0.451 0.249 0.33]| 0.215 0.257 0.198 0.288 0.204 0.262
(10.4)** | (8.50)** (5.57)** | (4.64)** | (7.65)** (5.8)** | (8.54)** | (6.64)** (7.17)** | (5.49)* (7.05)** | (5.71)**

Financial & Other S 0.249 0.32 0.298 0.536 0.259 4170. 0.223 0.26 0.203 0.225 0.167 0.186
(10.5)** | (9.21)* (6.45)** | (5.73)** | (7.72)** (8.)** | (7.42)** | (7.68)** (7.07)** | (5.24)* (5.12)** | (4.40)**

Education and Health 0.233 0.264 0.329 0.53] 0.275 0.369 0.198 0.199 0.15 0.104 0.128 0.057
(20.7)** | (7.79)** (7.30)** | (5.78)** | (8.27)** (7.67)** | (7.55)** | (6.11)** (5.36)** | (2.37)* (3.94)* | 1.35

Government Admin. 0.107 0.211 0.223 0.488 0.172 48.3 | 0.086 0.152 0.025 0.048 -0.032 -0.03
(4.98)** | (6.45)** (4.59)** | (5.38)** | (5.30)** (7.86)** | (3.46)** | (4.91)** 0.93 1.14 -1.01 -0.97

Occupations:

Farmer -0.086 -0.139 -0.16 -0.315] -0.092 -0.08p 060. -0.107 -0.06 -0.029 -0.072 -0.11
(-2.8)** | (-24.3)* (-2.40)* | -1.64 (-2.08)* -0.97 1.78 -1.34 -1.87 -0.57 -1.9 -1.54




Miner or Industrial
Trade Worker

Service Worker
Welfare Worker

Government Worker
Manager
Professional
Miscellaneous
Private Sector Job:
Years:

1995

1996

1997

1998

1999

2000

2001

2002

2003

Interaction Terms:
[Private]*[Noeducation]

[Private]*[Farmer]
[Private]*[City]
[Private]*[Construction]
[Private]*[Financial S]
[Private]*[Year 1996]
[Private]*[Year 1997]
[Private]*[Year 1998]
[Private]*[Year 1999]
[Private]*[Year 2000]
[Private]*[Year 2001]
[Private]*[Year 2002]
[Private]*[Year 2003]
R-squared

Root MSE
Observations

0.03
(2.02)*
-0.038
-1.39
f
0.115
(5.27)*
0.098
(6.31)**
0.275
(11.3)*
0.163
(8.04)**
0.038
176
0.076
1.8

f

0.051
(2.85)**
0.377
(20.4)*
0.348
(19.4)**
0.159
(8.99)**
0.137
(7.83)*
0.43
(25.5)**
0.588
(34.6)*
0.621
(35.6)**

0.357
(2.78)*
-0.078
0.9
-0.126
(-4.8)**
0.308
(6.43)*
-0.165
(_3‘7)**
0.031
0.34
0.044
0.56
0.107
1.42
0.069
0.9
0.164
(2.24)*
0.059
0.83
0.056
0.82
0.025
0.37
0.38
0.46
13721

-0.029
1.4
-0.081
(-3.10)*
f
0.189
(7.77)*
0.144
(9.00)**
0.377
(12.80)**
0.192
(10.41)**
0.064
(3.19)*
0.196
3)**

f
0.063
(2.85)*
0.407
(18.74)*
0.322
(14.87)**
0.111
(5.26)*
0.079
(3.90)**
0.378
(17.92)**
0.536
(26.19)**
0.629
(30.8)**

0.221
1.48
0.237
131
-0.071
(-3.2)**
0.027
0.4
-0.258
(-6.8)**
-0.122
-1.75
-0.162
(-2.2)
-0.034
0.55
0.026
0.42
0.094
1.67
-0.056
-1.01
0.019
0.35
-0.06
-1.1
0.47
0.42
10039

0.037
1.12
0.029
0.47
f
0.088
(1.98)*
0.146
(4.75)*
0.326
(7.53)**
0.192
(4.96)**
0.022
0.56
0.027
0.27

f
0.013
0.32
0.351
(8.72)*
0.342
(10.5)**
0.16
(4.84)*
0.136
(4.32)*
0.47
(15.6)**
0.645
(20.6)**
0.629
(19.6)*

0.225
1.27
0.006
0.03
-0.099
-1.86
0.203
(2.53)*
-0.217
(-2.4)*
0.024
0.2
0.09
0.69
0.133
0.97
0.088
0.62
0.124
1.05
0.061
0.52
0.092
0.84
0.132
1.12

13721

-0.043
-1.03
-0.077
-1.09
f
0.191
(3.79)*
0.138
(4.09)**
0.434
(8.08)*
0.205
(4.67)*
0.06
1.49
0.185
(2.18)*

f
0.037
0.74
0.404
(8.55)*
0.335
(7.90)*
0.143
(3.43)*
0.078
(2.03)*
0.413
(10.8)*
0.597
(15.5)*
0.669
(15.1)**

0.256
1.7
0.391
1.55
0.011
0.24
-0.044
-0.4
-0.448
(-6.6)**
-0.129
-0.83
-0.123
-0.54
-0.029
-0.23
-0.004
0.02
0.092
0.79
0.05
0.43
0.082
0.72
0.014
0.12

10039

24

0.019
0.88

-0.022
-0.52

f

0.143

(4.57)

0.1

(4.56)*

0.255

(7.97)*

0.15

(5.56)**

-0.001
-0.02
-0.002

-0.03

f

0.046

(1.98)*

0.38

(16.45)*

0.357

(14.40)*

0.179

(7.78)*

0.13

(5.98)

0.446

(21.25)*

0.605

(30.03)*

0.627

(22.9)*

(

&2
1.45
-0.094
-0.8
-0.089
-2.8)**
276

(4.60)*
-0.168
(_2_4)**

o
-0.24
(810
1.11
w1
(2.02)*
@11
1.49
0.202
(2.77)*
0.116
1.63
0.104
1.51
0.112
1.66

13721

-0.003
0.12
16.1
(_3.5)**
f
0.18
(5‘81**
0.17
(9.17)**
0.39
(844)*
0.22
(101)**
0.08
(3.20)*
0.22
(3.99)*4

0.084
(3.38)*
0.44
(]4‘7)**
0.331
(]2.9)**
0.141
(5.%)*
0.083
(3.66%*
0.417]
(]5.6)**
0.56
(2.3)**
0.697
(272)**

0.027
0.2
0.377
1.66
-0.057
(-2.0
-0.005
-0.05
-0.275
(-3.8)*
-0.204
(-2.3)*
-0.177
(-2.2)
-0.075
-0.92
-0.003
-0.05
0.101
1.46
-0.115
1.8
-0.005
-0.09
-0.117
1.87

0.016 -0.028
1 -1.14
0073 | -0.085
(-2.03) (-2.95)
f f
0.154 0.198
(6.28) | (7.88)*
D 0.093 0.144
(5.39) | (7.67)
0.298 .3630
(9.86)* | (11.83)*
8 5%0.1| 0.178
(6.90)** | (8.59)**
b 000 | 0.069
0.36 (2.92)
0.017 0.095
0.21 (2.00)
f f
0.06p  10.08
(33** (4‘11)**
0.4 0.414
(20.4y** | (19.60)*
0.34 0.323
(17.2)** | (16.74)*
0.13 0.11
(6.60)* | (5.47)=
0.09 0.03
(465 | 1.54
0.408 0.362
22y | (20.66)*
0.55 0.504
(29.8)** | (26.44)*
061  50.63
(34.5 | (35.93)
0.224 0.092
1.71 0.45
0.001 0.153
0.01 0.68
0113 | -0.056
(-4 | (-2.0)*
0.264 | -0.02
(4.64) -0.18
0133 | -0.204
(-2.5)* | (-4.6)
0.022 -0.112
0.2 -1.61
0.064 -0.096
0.69 15
0.122 0.07
-1.43 1.05
0.092 0.106
0.99 1.61
0.239 0.227
(269)** 068)**
0.087 -0.011
1.05 0.2
0.085 0.074
0.96 1.44
0.063 -0.038
0.76 -0.69
13721 | 10039

10039

0.008
0.48
-0.113
(-4.1)**
f
0.122
(5.35)*
0.062
(3.74)
0.244
(10.6)**
0.131
(6.07)**
-0.022
-0.89
79.0
0.92

f
0.088
(4.55)*
429.
(22.5)**
0.366
(19.4)**
0.181
(9.26)**
120
(6.14)*
0.411
(20.7)*
0.563
(28.4)*
0.62
(33.4)*

0.341
1.58
-0.156
-1.58
-0.159
(-5.2)**
0.311
(5.23)*
-0.069
-1.54
0.008
0.08
-0.028
29.
0.034
50.3
0.04
0.41
0.16
1.85
0.032
0.37
0.094
113
0.025
0.31

13721

-0.032
1.43
-0.095
(-2.95)*
f
0.215
(9.26)*
0.146
(8.55)**
0.334
(11.50)*
0.183
(9.85)**
0.092
(4.35)*
0.071
1.12

f
0.056
(2.96)**
0.418
(20.88)*
0.317
(16.41)*
0.091
(4.53)*
0.037
1.91
0.36
(17.15)*
0.514
(27.26)*
0.595
(30.00)*

0.308
56L.
0.166
205
-0.072
(-2.4)*
0.09
1.21
-0.141
(_2.7)**
-0.078
-0.93
-0.035
-0.47
0.107
1.47
0.108
1.48
0.151
(2.14)*
0.012
50.1
0.079
111
0.025
80.3

10039

0.035
1.58
-0.104
(-2.57)*
f
0.089
(2.64)*
0.049
(2.14)*
0.255
(7.33)*
0.137
(4.43)*
0.021
0.61
0.201
(2.74)

f
0.09
(3.84)*
0.436
(20.5)*
0.391
(172
0.183
(7.54)*
0.166
(5.97)**
0.422
(16)**
0.578
(22.8)
0.604
(26.1)**

0.755
1.73
-0.184
-1.01
-0.184
(_4.9)**
0.396]
(3.56)*

-0.06p

-1.3
-0.089
-0.45
-0.14
-0.91
0.054
0.31
-0.037
-0.23
0.067
0.41
-0.051]
-0.31
-0.055
0.35
-0.12
-0.78

13721

-0.03
-1.07
-0.10
(_2.7)**
f
0.167
(4 .48y
0.113
(4.52)**
0.302
(7.54)%
0.168
(5.55)*
0.041
1.29
0.292
(4.18)*

f
0.068
1.81
0.379
(10.7)**
0.286
(9.03)**
0.045
1.29
-0.024
07
0.313
(9.19)**
0.479
(14.9)**
0.523
(15.9)*

0.291
0.5
0.529
151
-0.11
(-2.7)**
-0.02
-0.16
0.262
(-3.9)**
-0.24
-1.48
-0.23
-1.68
-0.13
-0.96
0.049
0.33
0.07
0.5
-0.18
-1.36
-0.07
-0.57
-0.13
-1.02

N

10039

NotestoTable 8. see Notes to Table 7.

Data Source: Labour Force Survey of the Republic of Serbia5:2003.
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Table 9: OLS and Quantile Regression Equation Estimtes for Log Hourly Earnings in Serbia — 2002-2003

LSMS OLS 10th 25th 50th 75th 90th
Variable Male Female Male Female Male Femalg Male | emd#de Male Female Male Female
Constant 4.104 4.017 3.299 3.198 3.737 3.569 4.027 3.939 964.2 | 4.253 4,568 4.699

(45.94)* | (56.53)** | (20.50)** | (25.86)**| (41.36)**| (50.08)** | (66.72)** | (58.92)* | (59.88)** | (52.87)**| (28.68)** | (30.59)**
Labour Force

Experience:

<=5 Years f f f f f f f f f f f f

5< Years<=10 0.039 0.055 0.071 0.067 0.047 0.047| 049. 0.046 0.04 0.114 0.054 0.105
1.13 1.35 1.2 1.32 1.19 1.24 1.62 1.15 1.15 {2.34| 0.77 1.32

10< Years<=20 0.001 -0.031 -0.021 -0.04 0.02 0.05 .049 0.032 0.08 0.061 0.128 -0.065
0.04 -0.89 -0.36 -0.77 0.54 1.48 1.7 1.03 (2.54)1 1.49 (2.16)* -1.07

20< Years<=30 -0.045 0.015 -0.058 0.059 -0.022 .09 | 0.021 0.076 0.024 0.077 0.061 -0.051
-1.38 0.42 -0.96 1.08 -0.53 (2.43)* 0.75 (2.43)4 0.74 1.85 1.02 -0.75

> 30 Years 0.044 0.011 0.019 -0.009 0.036 0.019 170.1 | 0.076 0.119 0.081 0.095 0.118
1.17 0.17 0.27 -0.1 0.72 0.28 (3.30)* 1.37 (2*80 | 1.07 1.49 111

Educational

Qualification:

No formal qualification | -0.167 -0.033 -0.365 -0.005 | -0.167 0.084 -0.173 -0.027 -0.235 -0.097 -0.125 119
-1.77 -0.31 -1.74 -0.03 -1.33 0.6 -1.67 -0.19 .Qy2 -0.65 -0.49 -0.47

Primary f f f f f f f f f f f f

Secondary 0.119 0.132 0.189 0.195 0.177 0.219 0.142 0.21 0.08 0.142 0.063 0.108
(3.89)** (3.57)* (3.41)* (3.59)** (5.49)** (6.20)** (4.78)** (6.00)** (2.41)* (2.92)** 1.36 1.62

College 0.328 0.355 0.44 0.445 0.402 0.46 0.288 99.3 0.237 0.329 0.266 0.345
(8.01)* (7.15)** (6.28)** (7.15)** (8.07)** (1104)* | (6.86)** | (9.62)** (4.47)* (5.63)** (3.59)** (3.82)**

University 0.57 0.605 0.656 0.602 0.622 0.646 0.544| 0.653 0.482 0.645 0.472 0.643

(12.48)** | (14.05)** | (8.14)** (9.51)* (14.39)** | (5.89)** | (12.43)** | (15.52)** | (10.49)** | (10.91)**| (600)** (7.91)*
Marital Status:

Single -0.138 -0.16 -0.037 -0.097 -0.124 -0.076 030. -0.064 -0.069 -0.146 -0.052 -0.25
-1.87 (-3.8)** -0.26 -1.26 -1.64 -1.8 -0.67 -1.17 | -1.23 (-2.7)** -0.39 (-2.7)**

Married 0.002 -0.068 0.097 -0.045 0.006 -0.036 9.03 | -0.031 0.049 -0.12 0.103 -0.17
0.02 -1.91 0.74 -0.7 0.08 -1.2 0.79 -0.69 0.93 3.20#* 0.86 (-2.5)**

Divorced/Widowed f f f f f f f f f f f f

Settlement Types:

Rural f f f f f f f f f f f f

City 0.067 0.047 0.071 0.093 0.069 0.092 0.074 0.04 | 0.082 0.06 0.092 0.039
(2.82)** 15 1.38 1.79 (2.23)* (2.48)* (3.50)** .1 (3.03)** 1.7 (2.51)* 0.73

Regions:

Belgrade f f f f f f f f f f f f

Central Serbia -0.109 -0.076 -0.12 -0.038 -0.09 0649. -0.13 -0.065 -0.101 -0.051 -0.059 -0.065
(-3.4)** (-2.7)* (-2.3)* -0.96 (-2.5)** (-2.2)* | (-4.6)** (-2.5)* (-3.7)** -1.71 -1.31 -1.27

Vojvodina -0.204 -0.208 -0.219 -0.251 -0.219 -0.2 0.21 -0.152 -0.188 -0.148 -0.161 -0.16

(-8.3)* (-7.2)* (-4.5)* (-5.3)** (-6.8)** (-7. 3)*'* (-8.9)** (-5.6)** (-6.6)** (-5.9)** (-4.1)* (-3.8)**
Industry Branch:

Agriculture f f f f f f f f f f f f
Manufacturing &
Mining 0.036 -0.061 0.069 -0.014 0.102 -0.113 0.066 -0.098 0.087 -0.023 -0.026 0.016
1.12 -1.37 1.11 -0.17 (2.78)** -1.79 (2.22)* ey (2.78)** -0.45 -0.4 0.21
Construction -0.074 -0.058 -0.336 0.225 -0.09 -8.00 | -0.002 -0.14 0.055 0.111 -0.036 -0.023
-1.09 -0.47 (-2.4)* 0.49 -0.85 -0.07 -0.03 -1.1 .04 0.77 -0.34 -0.2
Transport -0.096 -0.149 -0.139 -0.022 -0.048 -0.184 -0.045 -0.177 -0.019 -0.138 -0.154 -0.205
(-2.0)* (-2.8)** -1.63 -0.23 -0.9 (-2.8)** -0.97 (-3.1)** -0.39 (-2.6)** -1.71 (-2.7)*
Trade -0.174 -0.027 -0.433 -0.058 -0.049 -0.147] 129. -0.117 -0.125 -0.015 -0.293 0.023
(-2.1)* -0.32 (-2.9)** -0.41 -0.52 -1.65 (-2.0)* | -1.6 (-2.1)* -0.16 (-2.4)* 0.08
Catering&Tourism 0.107 0.14 0.195 0.44 0.133 0.158| 0.097 0.094 0.125 0.04 0.008 -0.008
(2.45)* (2.51)* (2.50)* (3.10)** (3.08)** (2.15)* (2.54)* 1.74 (3.12)** 0.66 0.09 -0.09
Financial Services &
Other Services 0.021 0.243 0.115 0.419 0.016 0.23| .1020 0.196 0.052 0.162 -0.081 0.146
0.39 (3.73)** 0.83 (3.03)** 0.22 (3.21)* (2.25)* | (3.22)** 1.25 (2.66)** -0.82 1.11
Education, Culture and
Health 0.251 0.151 0.398 0.359 0.352 0.161 0.266| 0890. 0.19 0.056 0.053 -0.044
(6.36)** (2.94)** (5.52)** (3.58)** (7.10)** (2.3)** (7.98)** 1.77 (4.60)** 1.26 0.63 -0.52
Administration 0.184 0.185 0.398 0.515 0.216 0.206| 0.107 0.053 0.134 0.044 0.132 0.035
(3.88)** (4.36)** (6.04)** (6.58)** (4.59)** (3.74)** (2.46)* 1.35 (2.05)* 1.14 1.22 0.42
Private Sector Job: 0.177 0.081 0.061 -0.046 0.011 -0.036 0.103 -0.069 0.254 0.12 0.356 0.284
(3.77)* 1.32 0.72 -0.51 0.21 -0.52 (2.17)* -1.18 | (4.84)** 1.47 (3.64)** (2.26)*
Years:
2002 | f f f f f f f f f f f f

2003 | 0.14 0.177 0.201 0.14 0.129 0.153 0.126 0.16§ 0.123 0.192 0.15 0.203
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(5.83)** (6.11)** (3.97)* (3.42)* (4.25)** (4.8)** (5.42)** (6.55)** (4.35)* (5.73)** (3.74)** (4.31)*

Interaction Terms:

[Private]*[No formal

education] 0.043 0.098 0.137 -0.03 -0.077 0.104 0.117 0.227] 122. 0.155 0.147 0.587
0.26 0.44 0.54 -0.08 -0.32 0.28 0.63 0.91 0.64 430. 0.33 1.15

[Private]*[City] -0.043 0.031 -0.064 0.012 -0.015 .066 -0.031 0.106 -0.069 0.009 -0.009 -0.058
-0.91 0.51 -0.71 0.14 -0.29 0.97 -0.66 1.91 -1.34| 0.11 -0.09 -0.44

[Private]*[Construction]| 0.066 0.3 0.388 0.196 13 0.179 0.063 0.182 0.002 0.08 0.077 0.6
0.74 1.52 (2.20)* 0.4 1.15 0.99 0.75 0.86 0.02 220. 0.47 1.8

[Private]*[Financial

Services and other

services] 0.004 -0.243 0 -0.457 0.143 -0.342 0 20.2 | -0.074 -0.161 -0.123 0.026
0.06 (-2.7)** 0 (2.96)** 1.66 (-2.9)** 0 (-2.8)* | -1.14 -1.66 -0.85 0.15

[Private]*[Year 2003] -0.066 -0.136 0.002 0.014 (09:] -0.068 -0.07 -0.113 -0.086 -0.229 -0.092 -0.27¢
-1.39 (-2.4)* 0.02 0.17 -0.71 -1.06 -1.38 (-2.0)*| -1.47 (-3.1)** -0.87 (-3.2)**

R-squared 0.15 0.22

Root MSE 0.59 0.56

Observations 3659 2618 3659 2618 3659 2618 3659 8 261 | 3659 2618 3659 2618

Notesto Table9: See notes to Table 7

Data Source: Living Standard Measurement Survey of the ReputfliSerbia 2002-2003.
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Table 10: OLS and Quantile Regression Equation Estiates for Log Hourly Earnings in Serbia — 2004-2006

LFS OLS 10th 25th 50th 75th 90th

Variable Male Female Male Female Male Female Male | emd#le Male Female Male Female

Constant 3.925 3.763 3.147 2.962 3.679 3.508 4.055 3.828 2244 | 4.211 4.536 4.57
(68.47)** | (49.60)** | (28.01)** | (20.55)** | (48.19)**| (35.83)** | (64.89)** | (66.97)** | (71.00)** | (47.38)**| (54.49)** | (48.20)**

Labour Experience:

<=5 Years f f f f f f f f f f f f

5< Years<=10 0.031 0.058 0.018 0.092 0.059 0.024| 0140. 0.047 0.016 0.06 0.041 0.039
1.58 (3.09)** | 0.56 (2.86)* | (2.21)* 1.31 0.63 w@)* 0.71 (3.02)» | 1.39 1.27

10< Years<=20 0.064 0.089 0.076 0.122 0.08 0.078| 0520. 0.105 0.061 0.084 0.076 0.073
(3.48)** | (5.26)** | (2.35)* (3.71)** | (2.99)** (4.58= (2.65)** | (6.11)** | (3.14)** | (4.86)** | (2.83)** (2.62)*

20< Years<=30 0.078 0.142 0.059 0.16 0.107 0.119| 0660. 0.146 0.065 0.127 0.083 0.108
(4.09)** | (7.97)* | 1.67 (4.58)** | (3.90)** | (6.49)** | (3.28)* | (8.27)** (3.13)** (7.25)** (3.08)** | (3.58**

> 30 Years 0.104 0.171 0.14 0.169 0.145 0.156 0.096 0.165 0.068 0.172 0.083 0.157
(4.91)* | (6.97)** | (3.46)** | (3.70)** (4.75)* (6.aL)** | (4.25)** | (7.85)** | (2.90)** | (6.75)** | (2.73)** | (4.00)**

Educational

Qualification:

No formal qualification | -0.027 -0.233 0.095 -0.36 0.075 -0.174 -0.02 -0.012 -0.092 -0.142 -0.057 98.2
-0.47 -1.79 0.92 -1.07 -0.86 -1.35 -0.25 -0.16 | 1.33 (-3.3)** -0.62 -1.88

Primary f f f f f f f f f f f f

Secondary 0.137 0.136 0.161 0.095 0.135 0.123 0.13| 0.153 0.109 0.154 0.128 0.115
(7.64)** | (6.51)** | (4.72)** | (2.63)** (5.27)** (5.0)* | (6.28)** | (7.69)** | (5.54)** | (6.19)** | (4.82)** | (3.49)**

College 0.317 0.318 0.365 0.292 0.316 0.319 0.295 .3190 0.295 0.319 0.293 0.313
(11.82)** | (12.05)** | (7.58)** (6.72)** | (8.81)** (11.38)** | (9.48)** (13.64)** | (10.09)** | (11.26)** | (6.B)** | (7.39)**

University 0.536 0.566 0.527 0.474 0.54 0.527 0.535| 0.552 0.514 0.581 0.597 0.613
(19.89)** | (21.53)** | (9.60)** (11.29)** | (14.73)** | (18.73)** | (17.95)** | (21.42)** | (17.90)** | (19.18)**| (3.39)** | (14.00)**

Master 0.593 0.721 0.485 0.494 0.528 0.631 0.598| 6370. 0.697 0.866 0.851 0.912
(7.39)** | (10.45)** | (2.36)* (4.52)** | (4.48)* (7.B)* | (6.71)** | (6.33)** | (7.53)** | (6.63)** | (5.62)** | (8.06)**

PhD 0.871 0.789 0.806 0.559 0.719 0.55 0.768 0.768 0.886 0.897 0.947 1.172
(10.46)** | (7.09)** | (10.42)** | (5.09)** | (9.16)** (387)** | (7.39)** | (4.80)** | (8.00)** | (4.39)** | (3.26)** (5.05)**

Marital Status:

Single 0.026 0.012 -0.01 0.048 0.008 0.007 0.042| .008® -0.013 0.005 0.04 -0.019
0.97 0.54 -0.17 1.19 0.25 0.31 122 -0.27 -0.34| .230 0.93 -0.55

Married 0.086 0.023 0.044 0.031 0.074 -0.003 0.104| 0.003 0.035 0.019 0.051 -0.006
(3.53* | 1.2 0.8 0.91 (2.81)* -0.18 (3.24)*| 0.2 1.03 0.98 1.32 -0.25

Divorced/Widowed f f f f f f f f f f f f

Settlement Types:

Rural f f f f f f f f f f f f

City 0.038 0.019 0.044 0.005 0.048 -0.002 0.041 0®.0 0.036 0.02 0.047 0.049
(2.68)** | 1.32 15 0.21 (2.52)* -0.12 (2.48)* 0.26 (2.25)* 1.47 (2.18)* (2.41)*

Regions:

Belgrade f f f f f f f f f f f f

Central Serbia -0.296 -0.244 -0.354 -0.197 -0.313 0.183 -0.269 -0.203 -0.263 -0.245 -0.23 -0.23
(-22.6)** | (-19.0)** | (-14.8)** | (-8.9)** (-18.4)* | (-12.2)** | (-18.7)** | (-15.5)** | (-18.0)** | (-16.9)** | (-10.8)** | (-10.3)**

Vojvodina -0.191 -0.145 -0.227 -0.111 -0.217 -0.117| -0.196 -0.118 -0.15 -0.133 -0.099 -0.135
(-12.3)** | (-9.5)** (-7.1)* (-4.1)* (-10.0)** | (-6.0)** (-11.7)* | (-7.6)** (-7.0)** (-7.1)* (-4.2)** (-5.6)**

Nationality:

Serbian 0.056 0.029 0.123 0.054 0.033 0.013 0.043 .0380 0.058 0.019 0.033 -0.003
(2.79)* | 1.43 (2.86)** 1.62 1.22 0.6 (2.12)* (ap (2.59)* | 0.84 1.22 -0.09

Montenegrin -0.074 -0.077 -0.024 -0.111 -0.061 80.0 | -0.017 0.046 -0.077 -0.073 -0.125 -0.218
-1 -1.01 -0.12 -0.49 -0.5 -0.63 -0.24 -0.56 -1.13 | -1.03 -1.33 (-2.7)**

Other f f f f f f f f f f f f

Industry Branch:

Agriculture f f f f f f f f f f f f

Manufacturing &

Mining 0.282 0.205 0.519 0.348 0.333 0.259 0.253| 166. 0.174 0.082 0.19 0.033
(8.13)** | (3.37)** | (6.68)** | (2.92)** (7.20)** 2.8B)* | (7.23)** | (3.51)** | (4.43)** 1.17 (3.84)** | 0.51

Construction 0.306 0.193 0.502 0.123 0.322 0.348| 23@. 0.141 0.167 -0.011 0.242 0.082
(6.89)** | (2.15)* (5.14)* | 0.49 (5.21)* (2.83)** | (5.24)** 1.86 (3.29)* | -0.09 (3.22)** | 0.58

Transport 0.221 0.206 0.502 0.405 0.301 0.287 0.172 0.164 0.116 0.038 0.131 -0.02
(5.76)** | (3.31)** | (6.16)** | (3.22)** (6.11)* (3.8)* | (4.26)** | (3.46)** | (2.66)** | -0.52 (2.34)* -0.29
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Trade 0.111 0.153 0.284 0.405 0.072 0.181 0.032 930.0 | -0.019 -0.001 0.078 -0.067
(2.26)* (2.26)* (3.00)** (3.17)** 1.04 (1.98)* 62 1.65 -0.32 -0.01 1.08 -0.92

Catering&Tourism 0.324 0.364 0.586 0.594 0.389 0.41 | 0.27 0.302 0.201 0.193 0.182 0.114
(8.87)** (5.58)** (7.53)** (4.65)** (7.64)** (4.28)** (7.62)** (4.93)** (4.74)* (2.57)* (3.33)** 14

Financial Services &

Other Services 0.313 0.376 0.57 0.65 0.365 0.486| 2290. 0.283 0.159 0.156 0.229 0.17
(7.67)** (5.94)** (6.29)** (5.40)** (6.89)** (5.16)** (5.38)** (5.70)** (3.37)** (2.11)* (3.61)** (2.29)*

Education, Culture and

Health 0.453 0.42 0.814 0.816 0.54 0.56 0.361 0.317 0.232 0.156 0.23 0.075
(12.07)** | (6.83)** (9.50)** (6.95)** (10.86)** | (616)** (9.45)** (6.58)** (5.55)** (2.19)* (3.66)** | 1.09

Administration 0.262 0.316 0.741 0.754 0.409 0.494 | 0.183 0.223 0.032 0.006 -0.029 -0.102
(7.15)** (5.25)** (8.80)** (6.45)** (8.34)** (5.9)** (5.06)** (4.99)** 0.76 0.08 -0.51 -1.58

Occupations:

Farmer 0.071 -0.198 0.13 0.076 0.027 -0.145 -0.011 -0.143 0.025 0.102 0.027 -0.084
0.95 -0.84 0.83 0.07 0.23 -0.35 -0.11 -0.69 0.28 | 0.51 0.3 -0.58

Miner or Industrial

Worker 0.007 -0.035 -0.052 0.081 -0.061 -0.08 -0.05| -0.052 -0.023 -0.028 0.043 -0.088
0.27 -1.01 -1.13 1.26 (-1.6)* -1.92 (-2.1)* -1.47 | -0.91 -0.73 1.1 -15

Trade Worker -0.134 -0.121 -0.153 0.007 -0.206 50.1 | -0.185 -0.141 -0.181 -0.133 -0.156 -0.181
(-3.7)** (-3.0)** (-2.2)* 0.1 (-4.7)** (-3.9)** (-4.3)** (-4.3)** (-4.8)** (-3.5)** (-2.8)** (-3.7)**

Service Worker f f f f f f f f f f f f

Welfare Worker 0.066 0.227 0.086 0.711 0.067 0.362| 0.027 0.369 0.069 0.208 0.066 -0.083
15 (2.82)** 1.08 (2.90)** 1.88 (2.41)* 0.57 ap 1.85 1.29 1.13 -0.4

Government Worker 0.001 0.15 -0.012 0.214 -0.03q 14®. -0.047 0.157 -0.055 0.15 0.01 0.036
0.03 (4.89)** -0.23 (4.14)** -1.06 (3.68)** -1.54 (4.59)** -1.94 (4.85)** 0.21 0.73

Manager 0.331 0.365 0.233 0.387 0.297 0.261 0.258 .3460 0.297 0.337 0.372 0.331
(8.09)** (6.80)** (2.90)** (5.67)** (5.09)** (4.48)** (5.96)** (5.57)** (5.81)** (4.12)** (5.28)** (3.70)**

Professional 0.126 0.257 0.059 0.327 0.073 0.252| 0810. 0.279 0.083 0.245 0.142 0.198
(4.82)** (9.37)** 1.21 (7.15)** (2.34)* (7.45)* | (2.71)* (10.61)** | (2.99)** (8.66)** (3.30)** (4.00**

Miscellaneous -0.117 -0.046 -0.206 -0.052 -0.167| .08% -0.151 -0.051 -0.1 0.006 -0.047 -0.033
(-3.1)* -1.54 (-3.4)** -0.99 (-4.2)** (2.41)* (472)** -1.73 (-3.4)** 0.18 -1.09 -0.6

Private Sector Job: -0.05 -0.015 -0.151 -0.036 -0.08 -0.013 -0.083 6R.0 -0.045 -0.06 -0.004 -0.013
-1.93 -0.53 (-3.3)** -0.73 (-2.2)* -0.41 (-2.6)** | (-2.6)* -1.51 (-2.01)* -0.09 -0.29

Years:

2004 f f f f f f f f f f f f

2005 0.026 0.021 0.028 0.018 0.039 0.017 0.019 10.01 | 0.008 0.001 -0.012 -0.001
1.67 1.33 0.87 0.71 1.86 0.97 1.17 0.85 0.46 0.09 | -0.44 -0.03

2006 0.133 0.085 0.122 0.051 0.124 0.048 0.081 20.04 | 0.093 0.055 0.049 0.052
(8.26)** (5.51)** (3.58)** (2.04)* (6.37)** (3.14** (5.12)* (2.93)** (4.92)** (3.51)** (2.22)* (2.36)*

Interaction Terms:

[Private]*[Noeducation]| 0 0.174 -0.16 0.292 -0.036 | 0.111 0.076 0.006 0.02 0.082 0.003 0.126
0 1.22 -0.93 0.8 -0.26 0.66 0.74 0.06 0.24 1.17 .020 0.67

[Private]*[Farmer] -0.243 0.149 -0.33 -0.217 -0.35 | -0.021 -0.271 0.073 -0.239 -0.102 -0.11 0.05
(-2.8)** 0.62 -1.92 -0.21 (-2.3)* -0.05 (-2.1)* 1) (-2.5)* -0.47 -0.89 0.29

[Private]*[City] 0.008 0.041 0.054 0.042 0.008 0.05 0.032 0.053 -0.001 0.053 -0.043 0.069
0.36 1.73 1.29 1.08 0.28 1.94 1.17 (2.07)% -0.04 | 1.73 -1.19 1.69

[Private]*[Construction]| -0.038 -0.018 -0.084 0.163 | -0.039 -0.016 0.007 -0.042 0.038 0.009 0.001 .13
-0.95 -0.19 -0.95 0.55 -0.72 -0.13 0.14 -04 0.8 0.07 0.01 -0.78

[Private]*[Financial and

other services] -0.001 -0.007 -0.094 -0.158 -0.065 -0.13 0.043 0.062 0.097 0.083 0.083 0.066
-0.02 -0.18 -1.19 (-2.1)* -1.11 (-2.8)** 0.89 5.2 1.7 1.75 1.24 0.98

[Private]*[Year 2005] -0.029 -0.022 0.004 -0.026 .06 -0.066 -0.016 -0.015 -0.008 0.015 -0.028 0.026
-1.09 -0.8 -0.09 -0.52 -0.68 (-2.2)* -0.55 -0.53 | -0.27 0.49 -0.57 0.54

[Private]*[Year 2006] -0.025 -0.012 0.061 0.036 0 0.042 0.004 -0.004 -0.039 -0.011 -0.051 -0.048
-0.93 -0.48 1.27 0.79 0.01 -0.41 0.12 -0.14 -1.26 | -0.36 -1.16 -1.06

R-squared 0.32 0.48

Root MSE 0.48 0.41

Observations 8385 6141 8385 6141 8385 6141 8385 1614 | 8385 6141 8385 6141

Notesto Table 7: See notes to Table 7

Data Source; Labor Force Survey of the Republic of Serbia 22006.
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