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INTRODUCTION

Service sector constitutes in modern economiesat grart of their activi-
ties. This remark is valid among others for glgpalduction, value added, eco-
nomic units or employment. In the most developeahtides the service sector
generates about 80 per cent of value added andiesiggproximately the same
or just a little bit smaller part of employees. Mover the role of the sector is
still growing as it was pointed out in the claskitaree-sectoral theories by
Fisher [1935], Clark [1940], Fourastié [1969] ahd tthers.

That is the basic reason for taking into considenasome differences be-
tween EU countries specified by the service sedémelopment. These differ-
ences can help to explain many problems of socimv@wic development
within the integration process such as a produgtiyap, differences in rate of
economic growth, levels of GDP and economic cyghesblems of unemploy-
ment, wage differences, “brain drain” phenomena sman. All the problems
are strictly connected with the service sector,chlis often treated as a low-
efficient, with slowly growing labour productivitypw usage of capital, and
suffering the "cost disease” [see e.g.: Fuchs, 18&8mol, 1967]. On the other
hand, many modern economists claim that all thdittcaal features of the ser-
vice sectors are no longer valid [see e.g.: KI@€85].

Moreover, the comparisons between countries pugjtiestion about the fu-
ture. Are the structural differences to diminishaoe they long-lasting and even
deepening? Are the countries more and more spssibih one group of service
delivering because of their special resources dilities (comparative advan-
tages) or is the international cooperation growimgre into inner-service ex-
change? The answer to the question has a lot dfciatipn for the future of
integration processes within EU. More diversifigdusture of production and
employment between countries is a factor of asymimehocks and makes it
more difficult to introduce some advanced instrutaaf integration. It can thus
deepen an income gap. In the contrary, convergehegonomic structures is
a source of positive correlation of economic cydes reflects wider conver-
gence of social welfare [see e.g. Frankel, 200drrfic, 2003].
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The main thesis verified in the paper is to ass&ther the inner structure of
service sector is converging or diverging amongibecountries. A special atten-
tion was paid to Poland as a relatively poorly dtgeed country within EU, with
strong structural problems, still transforming @sonomy to the modern chal-
lenges.

In the literature as well as in some statisticgirapches there is a widely
accepted definition of the service sector as thigities within the G-U sections
of the Statistical Classification of Economic Adties in the European Com-
munity — NACE, Rev. 2 (2008) (in the previous versRev.1.1 NACE the ser-
vice sector was specified as the G-Q sections).d¥ew there appear a lot of
difficulties concerning the real impact of the seeg on the economy as service
activities, functions and jobs can be found in &eld of the economy. In this
context there are created some new proposals tdragclassifications e.g. the
matrix by Normann-Ramirez [1991] or dual classifica of activities by
Rogoziiski [2003]. Unfortunately this kind of models stiflkes only conceptual
form and rather indicate some problems than sdiamt Nevertheless, the
specified above range of the service sector as sgdtions is widely used for
practical reasons resulting from the data accdsgibi

As the service sector still becomes more and mmopwitant for the whole
economy and as it covers very heterogenic actsvities important to investi-
gate its inner structure. That dimension constitutelay a serious task for re-
searchers as it is impossible to treat the sersexor as a “black box” any
more. Which activities are the most dynamic in skease of productivity, em-
ployment growth and share of production? The dioecbf changes between
different kinds of service activities’ shares i ticonomy is the modern dimen-
sion of the service sector development.

There are a lot of classifications of the servictvdies basing on different
criteria and taking different attitudes. One ofrthis the classification specify-
ing: classical (traditional) services, financiaddousiness services and welfare
services used by OECD and adopted by many researiehg. Ktoshski, 1997].
The classical services covers: trade, transpochramodation and food activi-
ties. Although they are still growing, it is expedithat their role in the economy
structure is relatively decreasing. On the contrding financial and business
services are the most dynamic part of the senacéos and are constituted by:
information and communication, financial and inswe, real estate, profes-
sional and administrative activities. Their develgmt is connected with the
expansion of the knowledge-based model of econdrhg. third kind of ser-
vices is connected with the highest level of thdfave state and is typical for
the richest societies and covers: public activjtieducation, healthcare, arts,
entertainment and recreation. This classificat®mused in the paper to assess
changes in the structure of employment within tise sector taking place in
the EU countries.
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METHODOLOGY AND DATA

The analysis held in the study was based on statistata on employment
by economic activity, extracted from Eurostat datsh The data cover period
2000-2010 and describe individually 27 EU countasswell as all the coun-
tries as a whole group and a group of EU-15, cdehtethe countries which
were the EU members between year 2004. Employmethtei service sector is
structured into three groups of activities: claakiféinancial and business, and
welfare as mentioned above. However, as there pede a serious change of
statistical classification (from NACE Rev. 1.1 tAAGE Rev. 2) the level of
employment within these three service groups isdirectly compared between
2007 and 2008. As the change in classification évagn by the most modern
tendencies, it highlights directions of structutt@nsformation. It reflects the
shift from classical to financial and business E&w and is observed in every
country. That is why it shouldn’t be a source obsy bias when discussing the
guestion of convergence/divergence processes betivedcU countries.

To answer the question about character of structivanges between the
EU countries there was used a method of statisdicalysis of structures (SAS)
presented by Kukuta [1996], based on the measulédfefence:

Sla-B

S 2

where:

a, B — the analysed structures of two objects (e.gnt@s),

i(i=1, ..., K)—elements of the analysed stieg (e.g. 3 elements of employment in

the service sector structure: classical, finaranid business, welfare services).

The range of the measure is from 0 to 1 and thieehigs the value, the bigger

structural differences appear.

The whole procedure of research covers few steppoped by Kukuta [1996]:

1. In the first stage there are counted measuresrétatal differentiation (b
between the analysed countries in every periods Ehthe base to conclude
about appearance of the structural convergence.

2. The second stage helps to describe how the stalathanges proceed in
every country. There are used the dynamic (chaieasures of structural
changes for every country\vTheir average level (v) reflects the speed of
structural transformation.

3. As the changes are often very chaotic, in the thiagie there is assessed the
level of monotony of structural changes in everyntoy. The monotony
measure can be counted as:
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where:

Vmo— IS a structural differentiation between the s the basic period,

Vi +1— IS @ chain measure of structural differentiation

4. The fourth step is connected with the measure sfudbance of conver-
gence between the countries (A and B):

2
A+ 118

5. The last phase allows to count the time distand¢ed®n structures in com-
pared countries:

Z=

1=
Vy +Vg
where:
s, — is a final structural differentiation observestleen two objects (countries)

A and B.

The above described procedure not only allows tacleole about diver-
gence or convergence but also helps to estimatdiskence between countries.
It cannot be treated as prediction of the timeeal convergence as it is based
just on the extrapolation of past tendencies. Hawnel is a useful method to
compare different countries achievements and petisps for future. It could
also be a base to formulate some indices for sexamomic policy.

DISCUSSION OF RESULTS

At the beginning it is useful to take a look at Hteucture of employment in
the service sector of the EU countries, and Potandng them. As presented at
the chart 1 (a-c), there is a considerable strattlistance between Poland and
EU-27 as well as EU-15 in shares of financial andifeess services in the ser-
vice employment. The gap seems to diminish throtiigle, however, Polish
financial and business services in 2010 still aot®dor about 3—4 percentage
points lower share than in the comparable grougdontries. This is due to the
strong and growing advantage of Polish classicalices, although the tradi-
tional services in all countries are playing snmradled smaller role. While in
EU-27 and EU-15 the role of the welfare servicesather stable, in Poland
there is observed a decreasing share of the wedtargces. These differences
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indicate the structural weakness of the Polishisersector, which is still based
on the classical services such as trade or trapspidih small share of the most
modern services. Taking into account that the wlkelwice sector share in em-
ployment in Poland is still lower than in the mdstveloped countries, it gives
us rather unfavourable picture for Poland.
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Classical services

for period 2008-2010: wholesale and retail tradansport, accommodation and food service
activities,

for period 2000-2007: wholesale and retail trad¢els and restaurants; transport

Financial and business services

for period 2008-2010: information and communicatifinancial and insurance activities, real
estate activities, professional, scientific andhtecal activities, administrative and support
service activities,

for period 2000-2007: financial intermediation,|restate

Welfare services

for period 2008—-2010: public administration, defensducation, human health and social work
activities, arts, entertainment and recreationgo#ervice activities, activities of household
and extra-territorial organizations and bodies,

for period 2000-2007: public administration and ommity services, activities of households;
extra-territorial organizations

Chart 1. Changes in structure of employment in theservice sectors of Poland (a),
EU-27 (b) and EU-15 (c)
Source: own presentation based on Eurostat dafsefard 2008—-2010: Employment by economic
activity, at NUTS levels 1 and 2 (1 000) (NACE Ry\Jlifst_r_Ife2en2] (extracted on 11.04.2012)
and for period 2000-2007: Employment by economitvigg, at NUTS levels 1 and 2 (1 000)
(1999-2009, NACE Rev.1.1) [Ifst_r_Ife2en1] (extextbn 11.04.2012).
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Similar observations can be made comparing UE-2EWel5. The first
group slightly increased the difference of sharelagsical services in employ-
ment to the other, although both tendencies weceedsing. As to share of fi-
nancial and business services both tendencies mer@asing, however the gap
diminished. The difference has appeared with timbe share of welfare services. It
seems that the structural differences within thenhand the “old” EU-members
are rather deepening in the case of different kofdservice employment.

Looking at the structural differences between imdlial countries it seems
that the convergence process appear. The averaaguraeof differentiation for
pairs of countries in 2000 year achieved level B]0&vhile in 2010 decreased
to 0,0775 in 2010. However, the standard deviatimneased its value and so
the variability rose from 51,04 in 2000 to 68,7%. The results show that al-
though there is a general tendency to structuravemence, there are some
countries that increase their development gap positive or a negative way.
Some countries are really successful in their fansation to the most modern
challenges — quickly adapt new patterns of condgdi business and focus their
activities on the most innovative areas. On thewotiand, some countries face
serious problems in defeating their structuralleiraf poverty and backward-
ness. However, the majority of countries are mokraore similar.

Detailed investigation of structural developmentha individual countries
reveals some interesting points (see table 1). @éipethe highest speed of
transformation is characteristic for the lower deped countries, such as the
Baltic republics, Cyprus and Malta or Romania. Stemeously, less intensive
changes are observed in the highly developed ecesosuch as Finland,
France, Germany, Sweden. However, the pattern dkebr by Luxembourg,
which was the country with the fastest changesénstructure of employment
within service sector during period 2000-2010.

Table 1. Main characteristics of structural changesn employment
in the service sector in 2000—2010 in EU

Average speed of structural Monotony of structural chant  Structural differentiation
changes <0,1> ges <0,1> between 2010 and 2000 <0,1>
1 2 3
Luxembourg 0,0195 Germany 0,8845 Luxembourg 0,1343
Lithuania 0,0190 Italy 0,8102 Lithuania 0,0953
Estonia 0,0171 |EU-27 0,7650 | Latvia 0,0899
Latvia 0,0165 | EU-15 0,7545 | Romania 0,0852
Cyprus 0,0162 Sweden 0,7436 Bulgaria 0,0828
Malta 0,0161 Finland 0,7211 Irland 0,0780
Romania 0,014g | United 0,7114 | Slovakia 0,0741
Kingdom

Slovakia 0,0130 Spain 0,6986 Estonia 0,0736
Bulgaria 0,0128 Austria 0,6903 Cyprus 0,0727
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1 2 3
Irland 0,0122 Luxembourg 0,6887 Spain 0,0725
Slovenia 0,0122 Bulgaria 0,6477 Italy 0,0723
gliZ:Ch RepU-| (0120 | Irland 0,6388 | Slovenia 0,0712
Poland 0,0110 Poland 0,6362 | Malta 0,0704
Hungary 0,0109 Portugal 0,6132 | Poland 0,0697
Spain 0,0104 | Slovenia 0,5841 gliZfCh Repu-| 1 0689
Greece 0,0101 Belgium 0,5806 Germany 0,0673
Portugal 0,0096 Romania 0,5769 Austria 0,0641
Denmark 0,0003 | CZechRepu-| 0,, | United King- 0,0621
blic dom

Austria 0,0093 Slovakia 0,5706 Hungary 0,0614
Belgium 0,0089 Hungary 0,5663 Sweden 0,0597
Italy 0,0089 Greece 0,5606 Portugal 0,0591
gg:;ed KIng- 1 90087 | Latvia 05443 | Greece 0,0567
Netherlands 0,0086 France 0,5309 UE-27 0,0524
Sweden 0,0080 Netherlands 0,5307 Belgium 0,0517
Germany 0,0076 Lithuania 0,5019 Finland 0,050(
France 0,0070 Denmark 0,4715| UE-15 0,0492
EU-27 0,0069 | Cyprus 0,4494 Netherlands 0,0456
Finland 0,0069 Malta 0,4363 Denmark 0,0438
EU-15 0,0065 | Estonia 0,4295 France 0,0374

Source: own research based on data from Eurostac{sart 1).

While the higher developed the country is, the sloehanges are observed,
the opposite statement is true for the monotonstrefctural changes. The most
directed, consistent structural transformation sgiace in the highly developed
countries like Germany, Italy, Sweden, Finland, Wia contrary, changes are
chaotic especially in Estonia, Malta or Cyprusnituces that although there is
very dynamic movement of labour, the results infthal structure adjustments
are much poorer. Moreover, the situation creatssang social insecurity and
serious problems with adopting new requirement&ioployees. It could than
result in structural unemployment and increasirgaénequalities.

Comparing the last year to the basic one, it capdreeived that the final
structure of employment in the service sector hemnged the most in Luxem-
bourg, Lithuania, Latvia, Romania and Bulgariamieans that the mentioned
countries made a biggest progress and their effeet® the most successful.
The least changes were observed in France, DenamatkNetherlands. This
rank suggests that the poorer countries quicklyt lthee structural gap. As to
Poland, it is situated in the half of all ranksingag average results in changing
its structure.
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As the previous results suggest that there couldbserved a convergence
of structure at least within some groups of coestrit is useful to investigate
the changes for Poland. As shown in table 2 Pdialcture of employment in
services rather diverge to the common for EU pastebtructural differentiation
to the whole group EU-27 as well as to EU-15 hsarribetween years 2000 and
2010. The tendency to divergence is also shownhbypositive sign of a pa-

rameter of linear tendency of differentiation measu

Table 2. Characteristics of differentiation and comergence processes between Polish
structure of employment in the service sector anche other EU countries
in a period 2000-2010

Structural Structural | Parameters of linear tendency .
Poland . o . o . . Time
versus: dlffgrentlatlon dlffgrentlatlon of differentiation measure distance
in 2000 in 2010 a R
EU-27 0,0466 0,0569 0,0015 0,4912 divergence
EU-15 0,0583 0,0708 0,0019 0,5224 divergence
Belgium 0,0867 0,1017 0,0026 0,5883 divergence
Bulgaria 0,0573 0,0770 0,0023 0,5661 divergence
:):"ZCeCh REPU 00278 0,0169 -0,0005 0,0325 1,22
Denmark 0,1085 0,1100 0,0004 0,0207| divergence
Germany 0,0732 0,0814 0,0015 0,4493 divergence
Estonia 0,0396 0,0133 -0,0018 0,3736 0,89
Irland 0,0729 0,0529 -0,0011 0,2001 3,69
Greece 0,0644 0,0431 -0,0028 0,6475 3,42
Spain 0,0609 0,0147 -0,0041 0,8326 1,03
France 0,1016 0,1023 0,0009 0,1981 divergence
Italy 0,0377 0,0403 0,0013 0,1703 divergence
Cyprus 0,0809 0,0210 -0,0052 0,8048 1,43
Latvia 0,0210 0,0145 -0,0019 0,2621 0,90
Lithuania 0,0658 0,0244 -0,0047 0,6608 1,43
Luxembourg 0,1129 0,2104 0,0109 0,938 divergence
Hungary 0,0054 0,0110 0,0002 0,0775 divergence
Malta 0,0197 0,0062 -0,0031 0,5688 0,42
Netherlands 0,0944 0,0936 0,001 0,1402 (8,20)
Austria 0,0525 0,0341 -0,002 0,5262 2,54
Portugal 0,0140 0,0233 0,0003 0,057 divergence
Romania 0,0548 0,0637 0,0001 0,002 divergence
Slovenia 0,0336 0,0263 -0,0003 0,0152 1,86
Slovakia 0,0328 0,0116 -0,0027 0,62 0,80
Finland 0,0940 0,0924 0,0003 0,0204 (7,61)
Sweden 0,1345 0,1277 -0,00004 0,0006 9,75
g;:;ed King-| 5 0880 0,0971 0,0022 0,3669 divergence

Source: own research based on data from Eurosetclwrt 1).
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However, there are some countries to which Polasl hore and more
similar structures of service employment. It ighe cases where structural dif-
ferentiation between 2010 and 2000 has decreasehaparameter has a negative
sign. These cases make it possible to estimateeadistance between the struc-
tures. For the longest time — about 10 years —réloteas to continue its devel-
opment to converge the structure to Sweden. Thdtseare due to the similar
directions of all structural tendencies (decreasgassical and welfare services
and increase in financial and business servicdsichnare deeper in Poland. It
is not a big distance taking into consideration thaveden is one of the best
developed modern economies. However, it must beemgyered that Sweden
has definitely more mature economy and institutiite strong market founda-
tions supported by state. In Poland the lack afcstiral policy of state could be
reflected by low monotony of changes. It could beatuded then, that reason-
able state intervention and support for the mosowative branches is a good
advice for Poland.

There could be made one more remark. The conveegerabserved mainly
between Poland and the other “new” members’ ecoemmtConsidering the
“old” members only Ireland, Greece, Spain, Ausémmal Sweden as for now are
the achievable models for Poland. The results fethBrlands and Finland are
ambiguous as the differentiation between 2000 did 2has decreased but the
tendency sign is positive. The “old” members arentgdacing other structural
processes than Poland — (1) they are experiendhrey directions of changes,
that could be a result of growing service speddilon within EU or (2) the
strength of the tendencies is much bigger tharolaril.

Both explanations are not favourable for Polanc fiifst brings a threat for
Poland to become a source of cheap labour engagesty traditional, techno-
logically not-advanced services, with low value edldVoreover, the highly quali-
fied, educated part of society could then migrateéhe other EU countries in
search for better job and life standard, what lsriag obvious cost for the econ-
omy as well as in a social sphere. The secondlplitysis connected with a lost
in competitiveness and with a threat of sustainataeginalization of Polish econ-
omy, which is always just copying models of devatept. Although strong social
efforts to adapt to new economic structure anditable social costs and sacri-
fices, this option puts Polish citizens in a pasitof “ever-poorer followers”.

FINAL CONCLUSIONS
Summing up, it should be stated that modern trémdtructural changes in

employment within service sectors are connectet witlecrease in a share of
classical services and an increase in a role ahfiral and business ones. This
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pattern is adopted by all European Union countresyever, the speed and
monotony of changes are deeply diversified.

Generally, the structural differences within EU otries are diminishing.
Unfortunately, there are countries or groups ointoes that are more and more
diversified than the others. Moreover, the discdsstuctures rather diverge
between “new” and “old” EU members. It is not faxale situation from the
point of view of future integration processes witkiU. The structural differences
can create a serious barrier for synchronising@ooncycles and using common
instruments of economic policy. It can result irrépe of two GDP levels, fac-
ing diversified developmental problems within bgtibups of countries.

Taking the case of Poland it could be concluded tiv convergence ap-
pears mainly with the other “new” member statesatiner less developed coun-
tries. The strong barrier for the convergence meee is low monotony of
changes. It reflects a lack of appropriate strattpolicy. The positive influence
of state intervention directed at the most moderd mnovative branches are
pointed out by many authors [e.g. Kargki, 2008]. Unfortunately, in Poland,
as in many other catching up countries, the higiedpof structural transfor-
mation doesn’t find state support and results mose social costs made by
the chaos and insecurity. It is a big challenge doliticians to create and
adapt supporting institutions and solutions, buggéms to be a necessity. In
other case Polish economy could be marginalisedsticll in a position of
a passive resources supplier, not a value creator.
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Summary

The study deals with the problems of structuralnges in employment within the service
sector. The research covers European Union in @g@000-2010.The classification of ser-
vices into classical, financial and business, amtfare is adopted. The structural changes are
investigated under the question about the convemem divergence between EU countries.
A special attention is paid to Poland.

Zmiany struktury zatrudnienia w sektorze ustug w UE
— konwergencja czy dywergencja?

Streszczenie

W opracowaniu analizie poddano problemy zmian $tmykzatrudnienia w ramach sektora
ustug. Badania dotygzpanstw Unii Europejskiej w okresie 2000-2010. Wykotay® klasyfika-
cje ustug na grupy ustug klasycznych, ustug finansdizmesowych i ustug dobrobytu. Analizy
prowadzono w kontekie weryfikacji wysgpowania konwergencji lub proceséw dywergencji
pomiedzy paistwami UE. Szczeg6inuwag; skierowano na polakgospodaré



