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The Decline in Intergenerational Mobility in Post-Socialist Bulgaria
[Running Title: Intergenerational Mobility in Bulgaria]

Abstract

Economists studying developing and transition economies have recently drawn
attention to the problem of intergenerational immobility, or the high rate of
transmission of inequality from parent to child (World Bank 2005). One readily
estimable measure of this intergenerational persistence of economic status is
the degree of association between the educational attainment of parents and
children. This paper documents that the strength of this association has
doubled in Bulgaria since the end of socialism, particularly between 1995 and
2001. For children of lesswell-educated parents, this has corresponded to an
absolute decline in average educational attainment. These changes, which imply
a steep decline in intergenerational social mobility, relate to children educated
during a period of economic depression and of significant reductions

in public spending on education, which led to school closures and shortages of
materials, along with increases in out-of-pocket costs and distances to school.
On the demand side, interview evidence suggests that the rise in
unemployment among those with secondary education has lowered the
expected benefits of schooling. We conclude that changing educational policies
and priorities, along with depressed economic conditions, have had an
important negative effect on equality of educational opportunity.
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I Introduction

The correlation between the socioeconomic positions of parents and their adult offspring
IS positive and significant in every society for which estimates are available. These correlations
are of interest because they serve as omnibus measures of a society’s ability to provide equality
of opportunity to children of differing family backgrounds, and, as such, they have drawn
increasing attention from economists concerned with social equity in both rich and poor nations.!
The issue is particularly salient for the transition economies, many of which formerly pursued
egalitarian educational policies with great zeal. One plausible hypothesis, which, to our
knowledge, has not yet been tested, is that their dramatic political and economic reforms since
1989 might have led to an increased importance of family background in the determination of
economic status.

This paper documents that the degree of association between the educational attainment
of parents and children has doubled in Bulgaria since the end of socialism, in particular between
1995 and 2001. This increased correlation, which implies a steep decline in intergenerational
social mobility, relates to a cohort of children and young adults surveyed in 2001, who, unlike an
earlier cohort surveyed in 1995, were educated primarily during a period of economic
depression, and of significant reductions in public spending on education. These led to school
closures and shortages of materials, along with increases in out-of-pocket costs and distances to

school. On the demand side, interview evidence suggests that the rise in unemployment among

those with secondary education has lowered the expected benefits of schooling. We show that

! Note, for example, the prominent place given to this topic in the 2006 World Development

Report (World Bank 2005).



these coincided with a reduction in the educational attainment of students born to poorly-
educated parents, and we conclude that changes in educational policies and priorities that
accompanied the political transition, together with the economic downturn of the 1990s, have
had an important negative effect on equality of opportunity.

Most estimates of intergenerational mobility in the industrialized nations are based on
regressions of the long-run average incomes of children against those of their parents (see
surveys by Solon 1999; and Corak 2006). The resulting regression coefficients are not intended
to serve as estimates of the true causal impact of parental income, but rather as descriptive
measures of the persistence of long-run status across the generations, with higher coefficients
indicating lower intergenerational mobility. However, the construction of these long-run income
averages requires long-running panel datasets, which are not available for less-developed and
transition economies.” Moreover, because income varies considerably from year to year,
regressions based on annual income provide a poor measure of the persistence of long-run
economic status (Solon 1992; Zimmerman 1992; Mazumder 2005). By contrast, for adults,
education is a more or less permanent characteristic, and one which is readily observed in cross-

sectional surveys. Intergenerational education regressions thus present a feasible and

2 The only panel dataset of which we are aware that will span a full generation in a developing
country is the proposed re-interview of the original 1975 ICRISAT cohorts from Andhra Pradesh
and Maharashtra, India. The RAND corporation’s Malaysian Family Life Survey bridged this
data gap by collecting retrospective information on parental earnings, but this approach has been
criticized as unreliable. More complex methods have also been used to make up for the

unobservability of long-run income; see, for example, the work of Grawe (2004).
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informative alternative to income-based measures of the transmission of socioeconomic status
from parent to child.®> Estimates of this kind exist for a number of countries and epochs,
including South Africa (Thomas 1996; Hertz 2001), a handful of Latin American nations
(Behrman, Gaviria, and Székely 2001), and a half-dozen socialist economies (Ganzeboom and
Nieuwbeerta 1999). A recent survey of more than 30 developing and transition economies has
shown that average rates of intergenerational educational mobility over the past 50 years have
been particularly low in Latin America, somewhat higher in a sample of ten Asian economies,
and higher still in the formerly socialist economies (Hertz, et al. 2007).

To see how these intergenerational educational correlations may be affected by the
economic and policy environment requires a framework for understanding the determinants of
educational attainment. Government policy in large measure defines the educational choices
available to parents and children, including the legal and practical access to, and costs of,
schooling, as well as school quality; it may also influence the economic returns to schooling and

to other competing household investments. Parents then make decisions regarding their

® Hertz ez al. (2007) provide an analysis of the relation between intergenerational regression
estimates for education and income, which demonstrates that the two are related, but that the
relationship will depend on many factors that may vary over space and time, such as the returns
to education, the share of the variance of income that is explained by education, and the
connection between parental income and children’s education. Thus intergenerational education
regression coefficients are not viewed as close proxies for income-based estimates, but rather as
measures of the intergenerational transmission of a different but highly relevant index of status,

namely, educational attainment.



investments of time and money in their children’s education; income constraints and credit
market conditions will play a role in this decision (Becker and Tomes 1979), particularly at
higher levels of education. Finally, children make choices about educational effort, and these
should depend on the perceived costs and benefits of schooling, which will in turn depend in part
on perceptions of labor market conditions.

Consistent with these theoretical considerations, a small but growing number of studies
have identified effects of both government policy and economic conditions on intergenerational
educational mobility. For example, Lillard and Willis (1994) show that governmental
interventions in Malaysia significantly reduced the effect of parents’ education over the period
1950-1980. Similarly, in Indonesia, a massive school construction program has been shown to
have had a positive effect on both attainment and mobility (Hertz and Jayasundera 2006; Duflo
2001). Hannum (1999) shows that in China the urban/rural attainment gap mirrors the trend in
the number of teachers assigned to work in urban versus rural areas. While she notes that this
correlation is not conclusive, she also points out that China explicitly prioritized rural education
during the Cultural Revolution, and it was at this time that the urban/rural schooling gap
narrowed. Later, in the 1980s, China adopted a more liberal approach, which had the effect of
favoring urban areas, whereupon the urban/rural gap re-emerged.

Behrman, Birdsall, and Székely (2000) look at a panel of 16 Latin American nations and
demonstrate that government expenditures on primary schooling (per student of primary age), as
well as the average level of education of their teachers, have had positive effects on educational
mobility. Macroeconomic factors are also shown to play a role; in particular, financial depth
(M2 over GDP), which they take as an indication of the degree to which the economy is

“marketized,” proves a positive predictor of mobility.



Prior to their devolution, the socialist countries pursued the goal of increasing
intergenerational mobility very energetically, not only promoting education among the children
of less-educated parents (which simultaneously promotes mobility, attainment, and equality of
opportunity), but also, in the early years of the experiment, discriminating actively against
children of more educated parents (which also promotes mobility per se, but by repressive means
which reduce average educational attainment). Ganzeboom and Nieuwbeerta (1999: 352) show
that the strength of the association between parents’ and children’s schooling was reduced by
about one-third in Bulgaria over the period 1940-1985, slightly less than in some other socialist
countries, such as Hungary and Czechoslovakia, where the association fell by half or more.

We show that in Bulgaria this trend has lately been reversed, and that the transmission of
socioeconomic status from parents to young adults observed in 2001 stood at levels not seen
since the 1940s. For the children of less-educated parents, the rising impact of their family
background has resulted in an absolute decline in educational attainment over time. We argue
that these outcomes are likely to have resulted from the deterioration in economic and fiscal
conditions, particularly over the period 1994 to 2001, described in the next section.

The Bulgarian data examined here were chosen in part because they are a particularly
suitable source for studying the impact of the post-socialist economic downturn on
intergenerational mobility. This is because the two surveys neatly bracket the worst years of
economic crisis, creating different levels of “exposure” in the two surveys to the period of low
educational funding and poor employment prospects, as quantified in Section I1l. Moreover,
Bulgaria experienced economic problems at transition that were more severe than those of
Poland, Hungary and the Czech Republic, but less severe than many of the post-Soviet cases; it

thus may serve as a representative middle ground.



1. Bulgarian Background

Universal education was a central pillar of socialist development policy. New schools
and classes were rapidly expanded after 1946, aimed at spreading literacy to all adults and
providing universal secondary education. In Bulgaria, mean educational attainment among those
born between 1937 and 1948 rose by about two years over those born in the two previous
decades — from about 10 years to about 12 years (Ganzeboom and Nieuwbeerta 1999: 347). In
1990, Bulgaria had a (gross) secondary enrollment rate of around 75 per cent, putting it above
Portugal and Argentina, on a par with Luxembourg, and just below Hungary (World Bank
EdStats 2006).

The end of socialism brought significant changes to the education sector, as financial
responsibility was partially shifted from the central government to the municipalities. The most
important change in the educational environment, however, was the steep decline in available
resources during the 1990s. The post-socialist economic collapse resulted in a decline in real
GDP to 72 per cent of its 1990 level by 1997, the economic low point (UNICEF IRC 2006). The
country managed to achieve sustained economic growth following the economic reforms of
1997, but by 2001 real GDP was still at no more than 84 per cent of its 1990 level (see Table 1,
first column). Educational expenditures as a share of GDP (column 2) also fell dramatically,
from 5.0 per cent in 1990 to 3.2 per cent in 1996; they have since partially rebounded, to just
over four per cent. As a result, total educational expenditures fell by half between 1990 and
1996 (column 3). This decline in educational spending was partially offset by a steady, and
ongoing, decline in the number of children of school age (column 4). Yet real educational

expenditures per child aged 5 to 17 nonetheless fell by 45 per cent between 1990 and 1996; in



2001 they were still 12 per cent below their 1990 levels; but by 2004 they had risen to 26 per
cent above the 1990 value (column 5).

The fall in spending was associated with both school closures and a decline in the quality
of education provided. Despite a shift in emphasis from technical and vocational to general
schools at the secondary level, the total number of general schools (primary and secondary) fell
from 3458 in 1990/1991, to 3289 in 1995/1996, and to 3011 in 1999/2000, a 13 per cent decline.
The number of general schools available in rural areas declined by 15 per cent over the same
period, from 2125 to 2078 to 1799 (Bulgarian National Institute of Statistics 1995: 355; 2000b:
366). Although these closures in part reflect the decline in the school-age population, they
nonetheless resulted in increases in the average distance to school.* The first line of Table 2
shows that the distance to school increased by 0.9 kilometers between 1995 and 2001 for
enrolled students aged 7 to 20. Because distances to colleges and universities are generally
higher than distances to primary and secondary schools, a small change in the share of students
at this level could distort the comparison. Thus we also present the results for students aged 7-18
only, for whom the increased averaged 0.6 kilometers, a figure which was still statistically
significant at the five per cent level. Moreover, in schools that remained open, the quality of
education generally fell, and interviews in Bulgaria emphasize the impact of declining
availability of food and materials in school on enrollment (Kabakchieva and Iliev 2002).

Financial responsibility was also shifted to parents, with the result that the real monthly

out-of-pocket costs of schooling almost doubled between 1995 and 2001 for enrolled students in

* Distance to school will generally increase even if the number of students falls at approximately

the same rate as the number of schools, since population density falls as well.
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our 7 to 20 year age group, or in the 7 to 18 age group, as shown in the second panel of Table 2.
Figure 1 shows that school fees rose for all age groups between the two survey years.> These
results support the proposition that the financial and time costs of education have risen,
especially for older children, including those in post-secondary schooling. Still, it is important to
remember that these are snapshots at two particular points in time, and do not reflect the
cumulative costs borne by the students in the two surveys. Nor do they capture the decline in the
quality of education that was cited in the interviews.

At the same time, expected returns to education have also been changing. Liberalization
of labor markets has generally resulted in increased returns to education in post-socialist
countries (Orazem and Vodopivec 2000; Newell and Reilly 1999). Still, returns in many post-
socialist countries remain low by international standards and particularly for countries at a
similar level of development (Orazem and Vodopivec 2000; Trostell, Walker, and Woolley
2002; Psacharopoulos 1994). Based on a small sample from 1992-1993, Trostel, Walker and
Woolley (2002) found returns in Bulgaria to be among the lowest of the post-socialist cases
examined, below those in Russia, Poland, Hungary, Slovenia and the Slovak Republic, and
above only those in E. Germany and the Czech Republic. The rise in unemployment further
depressed expected returns, especially in the rural areas and small towns worst hit by
employment declines. The final column of Table 1 shows that employment as a percentage of
the population of working age fell steadily, from 78 per cent in 1990 to 55 per cent in 2001,

before rebounding somewhat to 59 per cent in 2004. The interview data mentioned above

® The data points for age 20 are omitted because the 1995 sample size at that age was just seven

students, and one large outlier distorted the comparison.
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