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Labour market and social policy development in
Poland

Stanislawa Golinowska*

The article describes (concentrates on the description of) the employment devel opment
and social problems related to labour market situation in Poland during the transition pe-
riod (before the EU accession). It consists of four parts. Thefirst givesan overview of ba-
sic tendencies in labour changes and explains periodical development in the labour mar-
ket situation with negative effects: reduction in employment levels and increase in unem-
ployment scale. We can observe very dynamic structural changes in the general tenden-
cies: from industry to services with limitation of agriculture, from public economy to pri-
vate one and from low labour productivity to a high one with the phenomenon of jobless
growth.

The second part of the text presents general tendencies among the most risk groups from
the unemployment perspective: disabled people, young and elderly people, women, peo-
ple living in the countryside and in underdeveloped regions. The relatively bad labour
market situation of these risk groupsis strongly influenced by their low level of skillsand
qualifications.

In the third part of the paper basic social consequences of the difficult situation on the
labour market are being presented: willingness to emigrate, growth of the grey economy
andrising poverty and social exclusion. The author pointsout, that the disadvantages of
the current policy afflict first of all the young generation.

The fourth and last part of the paper analyses labour market and social policy: aswell the
national as the EU policy. It depicts weak points of active labour market policy (ALMP)
in Poland and high transfers for elderly people threatened by unemployment because of
the dynamic restructuring of the economy. Support for the employment priority, neces-
sary to fight unemplyment and social exclusion is being seeked for in the European Em-
ployment Strategy.

Research results presented in the study were collected mainly during the work on the
UNDP Report NHDR 2004 ,,W trosce o prace’ (“Caring for ajob”), which was prepared
under the leadership of the author.

* For this article only the author is responsible.
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Introduction

Changes in the nature of work and the structure of a
labour market are dramatic in countries subjected to
the processes of economic and systemic transforma-
tion, modernisation, EU integration and globalisa-
tion. In transition countries, work-related problems
occur to a greater extent than in wealthier western
countries. Opening to the external world, rapid mod-
ernisation and the development of a market economy
have increased the risk of falling employment and a
shortage of jobs for groups only just entering the
labour market. Problems with work are concurrent
with difficulties in adapting to new technologies,
firms, occupations and forms of labour. The difficul-
ties in the Polish labour market, the subject of this
study, are currently exacerbated because the supply
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of labour is relatively higher than in other European
countries as aresult of a higher influx of young peo-
ple (children of extended baby boom-generation) in a
state of reduced demand for labour. Furthermore, the
structure of the supply is not adapting itself to new
and future economic needs at an appropriate rate.
This applies, in particular, to qualifications and geo-
graphical mobility. Thus, Poland presents itself as a
model suitable for analysing work-related problems;
since Poland experiences most of the traditional and
new problems associated with transformations and
developments on the labour market.

The aim of the study isto show the basic direction of
changes in labour and explain negative trends in the
labour market development during the transforma
tion period: reduction in employment levels and in-
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crease in unemployment and widening of unemploy-
ment risk groups. Moreover, the study will present
the basic consequences of the difficult situation on
the labour market: readiness to emigrate, growth of
the grey economy and rising poverty and social ex-
clusion. The paper also analyses labour market and
social policy. This section is addressed to all players
active in the labour market: socia partners, local self-
government and the government. It is worth noting
that the government continues to have considerable
potential for action which is not utilized due to pursu-
ing other priorities or ineffective action. Research re-
sults presented in this study were collected mainly
during the work on the UNDP Report ,,W trosce o
prace’ (Caring for a job), which was prepared under
the leadership of the author.

1 Labour market trends in general

1.1 Employment and unemployment
development

In Poland, which isacountry in transition, changesin
work and labour are more dynamic and, consequent-
ly, more dramatic. The result of these dramatic
changes is a fall in employment. The past period of
transition, considering the formation of economic
growth and employment (Figure 1 and 2) falls into
four different sub periods. 1989-1993, 1994-1997,
19982002 and 2003-... These sub periods are char-
acterised by distinct economic and social policy, car-
ried out by the political parties of various origins; al-
ternately the post-solidarity (1989-1993 and
1998-2001) and post-communist parties (1994—
1997, 2002-2005).

The first period, in which a significant decline of a
few percentage points in employment rate was noted,
took place at the beginning of the 1990s. During the
twelve month of 1990 the number of employed fell
by over 1.2 million, while a further decrease of em-
ployment (over 700,000 individuals) was noted in
1991. In total, between 1989 and 1993, employment
decreased by 2.6 million jobs (according to GUS-
Central Statistical Office). Such situation was gener-
ally aresult of economic opening and the capitulation
of internal competition in confrontation with world-
wide economies as well as the introduction of the
market mechanism. More details can be given about
two factors: (1) transitional recession that resulted in
alargefall in production comprising the whole econ-
omy, (2) the elimination of excessive employment
from the time of centrally planned economy! and ad-
vancing risein labour efficiency. This second factor —
excessive employment —was noticeable from 1992 to
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1993 when production was not decreasing, but em-
ployment was still falling. The aspect of afall in em-
ployment was considered in the research of Marek
Gora (Goéra 1992).

From 1989 to 1993 afall in employment was also re-
lated to the shifts between the sectors: public and pri-
vate. The public sector was losing work places and
showing commercial features, whereas the private
sector was not creating any places on an adequate
scale. The flow to the private sector on the side of the
supply for labour was weakened by its lower wages?
and an easy way to get social benefits in case of job
losses, and on the side of the demand for labour —
high non-cost wages and arelatively rapid absorption
of capital-absorbing methods of production (Socha,
Sztanderska 2000).

From mid 1993 to 1997 employment was increasing.
It was a very good period of the Polish economy: a
robust — above 5% rise in Polish GDP for an average
year, the increase in volume of production, compa-
nies profitability and arisein labour efficiency. A rise
in employment, however, was much lower than arise
in GDP. The market research showed a considerable
influence of economic structure transitions (Kwiat-
kowski 1997) and arise in labour efficiency (Socha/
Sztanderska 2000), as well as inadequate adaptations
of the demand for labour and supply for labour. They
have resulted from improper qualifications and alow
mobility in the cross-section of regions and migra-
tions from rural to urban areas, which greatly weak-
ened at the time of transitions (GUS 2004).

The next, and more significant, period of decreasing
employment levels occurred at the end of the 1990s
(since 1997) and the beginning of the following
decade. This was a period of important structural
changes in industry, caused both by globalization and
by modification of traditional sectors of industry
(mining, steelworks, and armaments) to scale and to
the needs of EU structural integration processes.
Moreover, in 1999 great socia reforms were imple-
mented in Poland, which also included programmes
of reduction in employment in health care and educa-
tion. Between 1998 and 2002, employment fell by
1.7 million jobs.

1 Excessive employment in the last period of centraly planned
economy was estimated as about 20-30% of the whole employ-
ment in the Polish economy (Gora 1992).

2 Conclusions referring to wage differences between the public and
private sectors as those explaining a limited mobility between
these sectors, and as a consequence maintaining transitional unem-
ployment can be found in the study of Aghion and Blanchard
(1993).
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Humber of people in employment in Poland
1989-2002
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Workers leaving their place of employment took ad-
vantage of early retirement programs and disability
pensions to a great extent; during the second half of
the 1990s workers used specially introduced pre-re-
tirement financial aid and funds created for labour
market policy. Only a part of the group joined the
ranks of the unemployed. In the second period of de-
creasing employment (late 1990s and the beginning
of the following decade), unemployment became a
recognised phenomenon currently remaining at a
very high level.

This second wave of unemployment (1988-2002)
was the combined effect of negative consequences of
economic slowdown, causes of economic restructur-
ing, and the mismatch between the effects of educa-
tion system and the needs of the labour market. Addi-
tional stress resulted from the divergence between the
labour resources (periodical strong increase) and the
demand for labour (considerable drop). Between
2001 and 2003 there was a boom in an increase in
labour resources (over 300 thousand people per year
— post-war baby boomers' children). At present this
group constitutes the great potential for migrations
abroad.

2.2 Changes to the structure of employ-

ment

Employment change caused by changes in the eco-
nomic structure includes a decrease in employment
within industry coupled with an employment in-
crease in the services sector. This process is taking
place very quickly in transforming societies, more so
than in the case of Western nations. It was only re-
cently that the Polish society made an effort to con-
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Figuin 2
Employmenl and unemploymant rales in Poland
1992-2003
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duct the next phase of industrialisation started in the
1970s. Presently, rapid de-industrialisation is occur-
ring, and there is also a pressure to accelerate reform
in agriculture.3

The increase of employment in the services sector of
the economy considerably changes the nature of
labour, labour relations and labour organisation. Ser-
vicework isless standardised. It requires amore cus-
tomised adaptation to its various features. An in-
crease in assignment-based work and temporary con-
tracts of employment is concurrent with a drop in
work based on long-term contracts. Flexible work or-
ganisation and the application of flexible working
time is becoming common, which is true with respect
to the working day, week, year and the entire profes-
sional career. The rapid development of the service
sector brings the structure of the Polish economy
closer to the structures of developed countries. On
the other hand, a stabilisation of the labour market
share of the agricultural sector istaking place at asig-
nificantly high level. In rural areas, considerable sur-
plusesin labour resources exist and such asituationis
expected to continue for at least a decade.

3 Not al transition countries have difficulties in employment with-
in agriculture on the same scale as Poland. In the Czech Republic
and Slovakia, aswell as partially in Hungary, agricultural transfor-
mation took place earlier.
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Structure of employment by sectors of the economy in Poland, 1992-2003
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The second important feature of the structural em-
ployment development in Poland is a significant in-
crease of the private sector rolein job creation. While
in 1989 the majority of workers (over 53 %) were
employed in the public sector, by 2002 the private
sector employed almost 74% of working persons.

The private sector includes to a great degree micro-
smal and medium businesses. Self-employment
plays an important role in the sector. The share of
self-employed workers and employers (except indi-
vidua agriculture) among the general population of
civilian workers, i.e. excluding the army and police,
can be described as follows in the period between
1990 and 2002: initialy, the share grew quickly
(from 7.9% in 1990 to 12.8% in 1993), in 1994 asig-
nificant decrease occurred (a drop to 9.4%), reaching
10.4% in 2000 and 11.1% in 2002 (source: GUS NSP
2002 — National Population and Housing Census).
The expansion of self-employed work noted over the
first years of transformation was chiefly the result of
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adisengaging of the brakes of a socialist economy. A
spontaneous reaction of the populace given the right
to conduct economic activity played asignificant role
in contributing to such expansion. Currently, there is
a certain slow-down in the development of individual
entrepreneurship, which should prompt the observa-
tion of both the new and the lingering barriers to its
growth. These barriersinclude one or more of thefol-
lowing: lack of capital and/or deficiency in educa
tional preparation, inability to establish and run a
small business, lack of information on existing aid
and resulting obligations. A significant barrier to the
development of self-employment and small business
is the fact that the Polish system supporting individ-
ual entrepreneurship is weak and underfinanced and
as a result access to help is difficult or impossible
(Kwiatkowski/Kryhska et a. 2004). It should also be
noted that self-employment, especially occurring in-
stead of traditional employment (sometimes under
compulsion), carries with it many evident disadvan-
tages. Self-employed persons are not eligible for paid
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Faqme B

GDP growth and the rate of increase in employment in Poland, 1990-2003
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vacation time, do not have accessto further education
at the cost of the employer, do not receive overtime
pay, do not benefit from the social fund or other em-
ployee benefits. They must also pay their own insur-
ance dues because self-employment carries with in
an obligation for obtaining socia insurance individ-
ualy.

Work in such structuraly diverse conditions is
strongly individual. The division into permanent
work (full-time posts) and irregular employment
(contracts for specific periods of time or assignment-
based ones, temporary jobs, casua work, etc.) is
more and more evident. This dichotomy initially cor-
responded to the division of employment in the pub-
lic and private sectors. Currently, it isalso in the pub-
lic sector that forms of employment other than per-
manent full-time jobs have appeared.

1.3 Limited demand for jobs with different

structure of qualification

Although there was an increase in the number of work
placesin the period of 1994-1997 it was asmaller in-
crease than of the GDP. When in the next period the
GDP slowed down work places didn’t grow in num-
ber, but their number even decreased. During the
transformation period, trends were revealed for job-
less growth.The phenomenon of jobless growth was
noted also in other CEE countries. International re-
search about economic development, in particular
conducted by the ILO, have been describing this phe-
nomenon as rather concerning less developed coun-
tries (ILO 1996, 1997). Research of Tito Boeri and
Eugeniusz Kwiatkowski regard the issue of jobless
growth in trangition countries. On the basis of
Kwiatkowskis research and estimation one can state
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Poland needs an increase of more than 5% GDP to
generate an employment increase in excess of the cur-
rent reduction in existing jobs (Kwiatkowski 2003).

Jobless growth is influenced by several factors. One
of them is high competition between companies
which leads to a tendency of reducing work costs.
Next factors are: new technologies, that supplants
labour force from production, a fast development of
modern branches of low laborious using modern
methods in management and work organization and
simultaneous stop in the development of traditional
branches of high laborious. Those factors lead to an
increase of work efficiency. It has significant impli-
cations to the situation on the labour market. Tenden-
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cies of jobless growth can be also sustained by limit-
ed flexibility of the labour market.

The demand for work in the conditions of jobless
growth and labour productivity increasing concerns
above all groups of high and specific qualifications.
That is the reason that the difference in the rates of
employment among people with tertiary education
compared to those with primary education has in-
creased to an unprecedented scale. The rate of em-
ployment among people with tertiary education is
70% — 80%, while that of people with primary educa-
tion is below 20%.

It hasn't really been taken into consideration in the
education policy that the labour market will mainly
need high and specific (more occupational in modern
sense) professiona skills and qualifications. The de-
mise of traditional occupational schooling and the
lack of interest from the authoritiesin order to reform
and modernize lead to an increase of demand for gen-
eral education opening the way to higher education,
mainly newly established private schools. The supply
of education direction and curricula in those schools
was adapted to the competences of the professors and
not to the needs of labour market. There is evidence
showing a great scale of this misalignment in recent
research regarding this subject (Sztanderska 2005).
This kind of misalignment, even short-term, leads to
an increase of the share of young people among the
unemployed and to an external migration pressure of
this group.

Theincreasing phenomenon of misalignment of educa-
tion with the needs of the labour market is compensated
to only avery small extent by education outside of the
school system. Employersare not financing training for
their employees (with the exception of the financial
sector and some groups of companies with foreign cap-
ital), while education of the unemployed and those
threatened by unemployment within labour market in-
stitution structures comes across barriers of financing,
as well as appropriate preferences in autonomous
labour market policies of local governments.

Education for adults, called lifelong learning, re-
quires comprehensive systemic solutions. It appears
that the first steps in the right direction have aready
been made. The government drafted and approved
the Strategy for Development of Lifelong Education
until 2010, while the amended law on the education
system includes regulations on accreditation of insti-
tutions providing lifelong learning outside of the
school system. Educational institutions are not
obliged to obtain the accreditation, but it is expected,
that it will be conducive to higher quality of educa-
tion services for adults.
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1.4 Development of wages

Throughout the first period of transformation (up to
1993) there was a rea drop in the average wage by
about 25%. The following years were gradually
“making up” for thisdrop. It must be noted that in re-
cent years wages are increasing despite very high and
growing unemployment.

A rise in average productivity of work gave grounds
for anincreasein real wages. In 1996, 1998 and 2001
only, real wages were rising more strongly than pro-
ductivity (see figure 7), yet on the whole the period
between 1992 and 2001 saw a rise in productivity
that exceeded an increase in real wages by over 20
percentage points. A rise in productivity took place
mainly in industry and the building trade. The dy-
namic of productivity was higher in the private sector
than in the public one. At the same time average
wages were rising more slowly in the private sector
than in the public one. There is, however, a hypothe-
sisthat therole of pay for work in the private sector is
diminished in official sources because self-employ-
ment replaced part of wage-work, using non-wage
forms of pay, and an “escape’ of part of pay to the
shadow-economy.

In the years 2002—2004 arise in wages slightly weak-
ened. There was also arise in the flexibility of wages
due to the amendments to the labour code (2002).
Phenomena of wages not paid to workers appeared,
and there was an increase in the number of persons
employed for alimited period of time, on the basis of
civil law contract (not labour relation), and in the
number of volunteers admitted to jobs (which was
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made possible under a law on social utility and vol-
untary jobs) who de facto in this form do a regular
job hoping to be employed in the future.

Low costs of labour constitute one of the main factors
that contribute to the favourable decisions of employ-
ers regarding employment. Wage costs are relatively
low in Poland and compared to old EU member states
they are very low. Meanwhile, non- wage labour
costs are relatively high. They are determined by the
high level of social contributions.# The whole contri-
bution rate (in % of basis wage) is near 50%, includ-
ing: contribution rate for old age and disability pen-
sions — 33%, for sickness insurance (continued pay-
ment of remuneration in case of employees illness) —
2,45 %, accident at work — 1,2 %, unemployment —
3% and health insurance — 8% (datafrom ZUS 2003).

Together with minimum wage regulations, this re-
sultsin a*“tax wedge effect” in the case of low wages
(Boni et al. 2004). This means that a net wage which
isin fact unattractive for a potential employee (e.g.,
because it is below the “threshold wage’, i.e., suffi-
cient to attract someone to take up employment), is at
the same time such a high burden for the employer
that he looks to solutions that might make it possible
to avoid the problem, including solutions within the
realm of the shadow-economy.

1.5 The problem of the minimum wage

The minimum wage is the main instrument applied to
the wage policy. The figure below depicts the tenden-
ciesin theratio of the minimum wage to the average
one. One can clearly see that the downturn of the
business cycle has affected the tendency of thisratio.
Between 1993-1998 the ratio of the minimum wage
to the average gross wage amounted to around 40%
(in 1992 —dlightly over 31%). Since 1998 the level of
the minimum wage in relation to the average wage
has been declining (in 2003 it reached 35%). The
pressure of unemployment (particularly in low-
skilled groups that are earning low wages), has un-
doubtedly had an effect on the deterioration of this
ratio. The decline of the ratio of the minimum wage
to the average one in depressive years was associated
with asmall declinein therea value of the former (in
the 1999-2002 period by 1.5%).

4 High non-wage costs of labour in Poland do not generally result
from a generous welfare state, but only from the exceptionally
large socid transfers of the retirement and disability pension
scheme, as well as from covering the costs of adopting a new pen-
sion scheme included in the pension reform (a partial withdrawal
from a scheme of “pay as you go” type to a system that is partly
founded).
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Ta b 1

Activity rate and employment rate for the total population and for disabled persons over the period
19932002 (perceniage)

speciionion | 1963 | 1394 | 1985 | 1996 | 1997 | tomp | 1069 | cawo | 2001 | a2
Activity rate I

Tkl population 612 | saz | 584 | 570 | 574 | 571 | 66 | 564 | 568 | S0
Dizabled persons ' 20 | 220 | 2B | 21 | e i 207 | 197 | 195 | 197 | 17.3
Employment rate

Todad populabion g2 510 | 507 | 51.2 S 51.0 480 47 4 455 : 441
Disablnd persons 205 | 188 | 189 | 197 | 198 | 184 | 159 | 159 | 144 | 144

Sourpa: GUS LFS (Movember 1863, 15994, 1995, 1996, 1997, 19448, 41h quarter of 1998, 2000, 2001, and 200E)

One can understand fears that the relative high mini-
mum wage sets up a barrier to creating work places
for low-skilled people (the World Bank 2004). A rise
in the average wage mainly results from extending
the wage span above the median, which is greatly af-
fected by partial unbalances of high-skilled segments
on the labour markets. When the minimum wage is
set in certain relation to the average wage, it leads to
a decrease in the number of work places for low-
skilled people. As a result of an ongoing discussion
on the role of the minimum wage in inhibiting em-
ployment when unemployment is high, changes were
introduced to determine the minimum wage for grad-
uatesin their first year at work (up to 80% of the min-
imum wage) and in the second year (up to 90%) — for
the period of the population explosion entering the
labour market, i.e. up to 2005.

2 Employment of the higher unem-
ployment risk groups

The groups with higher unemployment risk have
more difficulties to enter the labour market and re-
main in employment. Discrimination against these
groupsin Poland issimilar to other countries; howev-
er, the scale of problem is different in each of the cat-
egories. Analyses show that the strongest risk factors
in Poland are: the level of disability, age, and the
place of residence.

2.1 People with disabilities

According to the National and Housing Census of
2002, Poland has 5.5 million disabled persons (15%
of the population). Compared to 1988, the year of the
previous census, this rate is an increase by about
50%. Most disabled people in Poland are profession-
aly passive (approximately 80%), which means they
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are not employed and they are not seeking employ-
ment. The activity rate of disabled personsisat alev-
el of approximately 20%, which is three times lower
than in the case of the Polish population aged fifteen
and more. The chances of people with disabilitiesin
the labour market are lower mainly due to their lower
human capital, mobility barriers (low level of appro-
priate technical infrastructure — architectural barri-
ers) and relatively low motivation to work (correlated
with therelatively easy earlier access to the disability
pensions). Compared with other countries of the Eu-
ropean Union,® the ratio of working disabled persons
to working able-bodied persons (i.e. the relative em-
ployment rate) is significantly lower in Poland than
the average for Europe by a factor of amost two
(20.8 for Poland as compared with 40.8 for the Euro-
pean Union). Only Spain has an indicator similar to
that of Poland, which amounts to 22.1 (OECD 2003,
p. 35).

The unemployment rate among the disabled in
Poland during the 1990s was, in general, on a some-
what lower level than the average. It was only over
the years 1998-2000 that it was higher. These rela-
tions tend to be in contrast with the respective situa-
tion in the European countries. Unemployment
among the disabled is often at least twice the average.
Moreover, the disabled people being already profes-
sionally active, they experience a greater risk of be-
coming unemployed. The presence of disabled per-
sons on the labour market in Poland is significantly
lower, but when they are present they are subject to
greater protection. Mainly, they work in the protected
labour market (mainly in the sheltered enterprises).

5 International comparisons relating to disabled persons may elicit
significant reservations due to differences in the definition of disa-
bility. For this reason they should only be treated as an approxima-
tion of the problem.
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The Polish labour model for the disabled, shaped du-
ring the 1990s when the assembly of a market econo-
my started, assumed that sheltered enterprises and
sheltered jobs on the labour market are solutions that
exhaust the problem of jobs for this category of
workers. In both cases the developed solutions were
more “business’ solutions than “social” ones. The
disabled persons’ cooperatives that dominated during
the period of real socialism increasingly began to turn
into minority structures.

Employment of the disabled on the open labour mar-
ket in Poland is very modest. Job proposals for dis-
abled persons account for a mere 5.6% of al offers
submitted to the employment offices. Most offers
come from the private sector. Studies conducted in
1998 and 1999 by PFRONE® show that a significant
factor influencing low employment of disabled per-
sonsis reluctance on the part of employers. Employ-
ers are influenced by prejudice and stereotypes in
their opinions concerning disabled persons; these
feelings are strong enough to outweigh real qualifica-
tions of a potential employee. It was also discovered
that employers are not familiar with regulations re-
lated to the employment of disabled persons, which
may have a negative impact on their interest in such
persons as potential employees. Employers make the
employment of disabled persons contingent on exter-
nal assistance. They claim that they would find it nec-
essary to conduct changes in the company of organi-
zational and investment character, which would adapt
job positions to the needs of the disabled and they are
not financially ready to do so.

Education for people with disabilities (on secondary
and tertiary level), under conditions adjusted to the
level of their disability, is the first step towards im-
provement of their situation in the labour market.
Moreover, the disabled support strategy needs
changing. It requires a shift of activities: from the
dominating passive assistance to a more active ap-
proach that would especialy allow for social inte-
gration through work, which in turn does not have to
imply traditional forms of employment. Therefore,
active labour market policies can be introduced
through a wide range of activities, such as work-
shops, social enterprises, and other not-for-profit ini-
tiatives, organised alongside a wide range of market
and for-profit solutions. Activity strategy also re-
quires social solidarity, while passive solidarity
mostly means participation in the financing (through
tax system or organised system of donations). Active
solidarity also implies support for and acceptance of
people with disabilities on the daily basis in every
aspect of social life: in the street, at work, in the of-
fice or inthe cultural spot, what is not yet easy in the
Polish society.
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2.2 The younger and the older

At present has the young generation in Poland much
higher educational potential than the generations be-
fore it. However, the young generation is not quite
prepared to enter the labour market and their skills
are matching the employers' expectations only to a
limited degree. The difficulties that the young people
face when entering the labour market are associated
with the employers' natural unwillingness to hire
people with no work experience, often also with low
practical skills. Polish enterprises, especially small
and medium ones, do not have enough funds to co-fi-
nance the preparation of fresh graduates to the labour
market needs. The high supply of the young labour
resources recently experienced in Poland gives the
employers the possibility to simply pick and choose,
which makes entering the job market more difficult
for the young. The factors such as unattractive and a
low quality degree, lack of practice, and inability to
operate in the labour market trandlate (from the sup-
ply side) into unemployment at the start of the adult
life (on the basis of research of AIG/AgoraS.A. 2002
and 2003). The programmes supporting the entrance
of the young into the labour market are of great im-
portance yet their number isinsignificant asrelated to
the needs.

Difficulties in staying employed faced by older peo-
plein Poland are mostly connected to the process of
the economic restructuring. It results in job loses for

6 Further described in Golinowska 2004.
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the elderly who do not usually have a chance for the
new work places. Their qualifications tend to be too
low and inadequate. It seemsthat it would be the eas-
iest to leave the labour market through participation
in some early retirement scheme. However, this solu-
tion should no longer be used as much as it has been
so far. Also people in pre-retirement age should give
into activity, like education, qualification change, so-
cial rehabilitation. Therefore thereis a need to enrich
the educational offer in the sphere of life-long learn-

ing.

Support programmes for the young and old can be
perfect complements in the labour market, but they
require well co-ordinated and really active labour
market policy.

2.3  Women

Tendencies in the employment of women compared
to that of men indicate that women have lost fewer
jobs in the transformation period than men have. In
1990, women constituted 45.2% of the total work-
force. By the end of 2002, the share of women in the
total number of employed had increased to 47.6%
(GUS 2003). However, and similarly as in other
countries, the professional activity of women in
Poland still lags behind that of men (the difference
currently amounts to 14%—15% — see figure below).

The lower decline in the employment rate of women
compared to that of men is a characteristic observed
not only in Poland, but also in other transformation
countries (Nesporova 2002). The unemployment of

Figure 11

Employment and unemployment rales by gender
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men is strongly related to the process of restructuring
industry.

A particularly interesting tendency of women’s be-
haviour on the labour market in Poland is the higher
rate of growth in the number of self-employed com-
pared with men — see the figure below.

Figuse 17
Increase in the number of self-employed
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The high share of self-employed is partly due to the
considerable independence of women in rura areas,
specifically, on farms. However, the picture of the
growth of entrepreneurship by gender does not
changeif we verify whether it istaking placein farm-
ing or outside of it. The share of women among all
entrepreneurs outside of individual farmingisalsoin-
creasing, athough with fluctuations. In 1989 it
amounted to over 26%. It reached a peak of 40.2% in
1998 and currently it amounts to 37% (2002 data).
Women entrepreneurs in cities, unlike those living in
rural areas,” are characterised by a relatively high
level of education, particularly among those who are
employers. Most of them have at least high school
education (76%, as compared with 67% among men).

Although women have lost fewer jobs then men have
and although women take more often risk to be self-
employed than men, their situation on the labour
market is tougher. Unemployment among women is
higher and differences in unemployment between the
sexes persist or have even increased, as they have
done in recent time. While unemployment among
men tends to be declining, unemployment among
women appears to be rising: among men it was at a
level of 18%—20%, while among women 20%—21%

7 Information on the entrepreneurship of women comes from
studies conducted by Lisowska 2001.
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(according to LFS). It was more common for women
to join the jobless ranks because of layoffs than for
men. Women are also experiencing considerable dif-
ficulties in returning to the labour market. Data on
the average duration of job searches confirm that
women are more often affected by the problem of
long-term unempl oyment.

Difficulties women face when entering and maintain-
ing their position on the labour market are neither a
result of their lower qualifications nor aresult of high
employers expectations. On the contrary, women in
Poland have relatively higher (as compared to men)
qualifications and they are much more likely to invest
in enhancing of their skills. The most crucial reasons
leading to gender inequality in the labour market are
institutional and cultural determinants of women's
role in the society. As such, the familial duties domi-
nate in the popular image of women. A mother isthe
parent responsible for childcare. Due to underdevel-
oped infrastructure and inadequate support from the
public funds which could help reconcile work and
family life as well as due to insufficient partnership
relations in the families, employers avoid hiring
women who are at the childbearing age. They are as-
sociated with risk of the higher labour costs (Bal-
cerzak/Paradowska 2001 and 2003).

Real equalisation of chances for men and women in
the labour market requires motivation to change the
employers’ behaviour on one hand and the develop-
ment of an institution for reconciling work and fami-
ly life on the other. The state should include these ob-
jectivesinto its employment policy, analysing current
inequalities and monitoring the effects of actions
taken by different social agents. The accession to the
EU can help position gender equality as an action pri-
ority, not only at the governmental level, but also at
the level of local authorities or social partners.

Since in Poland strong tendencies to perceive
women’s role in a traditional way are present, many
various NGOs have come to exist which help shaping
and changing the socia image of women, propagate
tolerance for different models of family life, support
partnership and lobby for egalitarian changes in the
political programmes.

2.4 Peasants and inhabitants of the rural

areas

According to the National and Housing Census 2002,
economic active population tied with agriculture and
living in the peasant households together with farm
user (holder)® amounts to 29,5 % (4,25 min persons)
of the economic active people in general or 15,8% of
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people aged 15 and more, while the share of agricul-
ture in the GDP amounts only to 2.7% (GUS 2002).
Over 50 % of al persons living in the peasant house-
holds have other sources of living (2, 25 min per-
sons), which are more significant than the agriculture
production. Moreover there are within the farm users
such persons, which have supplementary sources of
income on the one hand, 12.6% of peasantsarein re-
tirement age and thus retirement and disability bene-
fits are their main source of income instead of work
in agriculture (GUS NSR 2002). On the other hand,
income from employment outside the agriculture as a
second source of peasant income plays still signifi-
cant role; currently 12 % of farm users obtain main
income from work in industry or services. In
Poland's socialistic period the development scope of
this group of peasants (so caled peasant-workers)
was more significant than now. Another 25% of
peasants takes jobs outside of the sector periodically
but not regularly.

Leaving the agriculture sector first of all takes place
in case of large farms, especially in the former state
farms (so caled PGR — LPG), where employment
has decreased 4 times as a result of their privatiza-
tion. In contrast, over-employment is present in small

8 In the National Population Cenzus was introduced a category
farm holders (users) as a category which should better defined
agriculture population. Earlier majority sources of many in the
households was the criterion of definition. That has changed in
some extent a number of people connected with the agriculture,
making its size smaller. For the group of farm usersit is not clas-
sify f.e. owners of small farms, which they dont sell their produc-
tion on the market. (GUS 2004)
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individual farms. Hidden unemployment or fragmen-
tary employment is the common phenomenon in the
agricultural sector.

Thereisnot doubt that labour resources in agriculture
will decrease if the sector does not become more
competitive. The income of peasants has to be suffi-
cient to sustain this group at a comfortable level
while at the same time there must be an increase in
opportunities for rural areas inhabitants to be em-
ployed outside the agricultural sector. An emphasis of
aid inthefield of agricultural policy hasto shift from
price and income subsidies towards structural
changes.

During the first years after Poland's EU accession
one should not expect that the EU Common Agricul-
tural Policy and structural programmeswill be ableto
offer instruments which can be used quickly and ef-
fectively to create new jobsin rural areas. However,
in the longer term, their importance in solving labour
problemsin rural areaswill grow together with anin-
crease in the ability of potential beneficiaries to
utilise the funds by adapting the programmes to their
own needs.

The expected faster rate of economic growth after the
EU accession may increase the demand for low qual-
ified labour, which may be an opportunity for em-
ployment for some of the rural population. However,
it is expected that immigrants from the East (espe-
cialy from Ukraine and Belarus) would constitute
additional competition in the non-agricultural labour
market.

2.5 Employment and unemployment by

geographical distribution

Employment opportunities differ greatly across the
country. This is not always evident, if we use data
grouped by macro-regions or even by voivodships,
although differences are aso visible in these break-
downs. In Q4 of 2002, with the average nationwide
unemployment rate of 19.7% (GUS-LFS 2004), in
some voivodshipsthese rateswere at arelatively high
level (Dolno8askie — 27.2%, Zachodniopomorskie —
25.9%, Lubuskie — 25.9%), whilein othersthey were
much lower (Matopolskie — 16.1%, Lubelskie —
16.6%, Mazowieckie — 16.9%). The presence of
Lubelskie in the latter group could appear to be
somewhat surprising, but it needs to be noted, that
thisisaregion with traditionally well devel oped indi-
vidual farming, absorbing labour force surpluses.

It is only the data for the county (powiats), that
shows a world of dramatic differences. The rate of
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unemployment is extremely high in powiats in the
north and west of the country, where thereislarge ru-
ral unemployment (after PGRs — state-run farms).
Thisrateisfour times higher than in the most rapidly
developing powiats. The chart above indicates how-
ever unemployment dimension according to voivod-
sips but the general tendency connected with post-
PGR unemployment iswell visible.

In the spatial development from the job creation per-
spective it noticeable, that the jobs creation drivers
arefirst of al the big cities: Warszawa, Krakéw, Ka-
towice, Wroctaw, Gdahsk and Poznah. In the period
of the economic growth slowdown the new work
places were created for the most part in Warszawa. In
the capitol is located 62% of the biggest 2000 firms
(Centrum Badah Regionalnych 2004). Thistendency
shows that service sectors, which at present domi-
nantly create new jobs, are developed only in the big
cities.

3 Consequences of employment
decrease

Considering the employment rate decrease and the
increase of unemployment, as well as changesin em-
ployment character and industrial relations, a long-
term and a short-term perspective should be taken in-
to account. The short-term one highlights the prob-
lems of migration, poverty and socia exclusions.
Considerable segmentation of the labour market can
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be observed as well. In a diversified labour market,
socia security for employees is no longer universal.
Social benefits are becoming less accessible and the
opportunity to acquire income from such benefits is
more and more limited. The long-term perspective
points to the transformation of the welfare state and
key European socia institution. The long-term per-
spective emphasizes the uncertainty of the pension
system financing. The pension-related expenses are
the largest portion of the social budgets. Therefore,
the financial difficulties resulting from the labour
changes are primarily affecting the financing of pen-
sion schemes.

3.1 Labour migration

Migration processes in Poland have been aways of
big dynamic. In the past external migration was
caused by political reasons, and internal migration —
from rural to urban areas — accompanied the post-war
industrialization. The aim of temporary externa emi-
gration to the USA, Austria, Germany and Sweden
which has been taking place since the 1970's was al-
so to quickly attain better earnings (quick money).
There is even a specia term to describe this kind of
migration: emigration for supplementary individual
welfare (in Polish: emigracja dorobkowa) (Rajkie-
wicz 1999).

The difficult situation on the labour market in Poland
in the 1990's is somehow being tempered by the
labour emigration. Yet it concerns only some regions
and specific segments of the market abroad, where
there is a high demand for foreign workforce. Inter-
nal migration flows however were not significant in
Poland in the 1990s (GUS 2004). The insignificance
of internal migration is connected to the decrease in
the demand for lower qualified labour force in the
cities, where development of the housing construc-
tion has a decreasing tendency and where residential
market is still underdevel oped.

What kind of external emigration isit now and what
isitsinfluence on the labour market?

Polish employment emigration abroad can be charac-
terized as mainly temporary. This is true both for le-
gal migration based upon bilateral agreements for
employing groups of people, aswell asfor illegal mi-
gration. lllegal migration can be associated with ille-
gal residence?, or if thisis not the case, unregistered
(clandestine) employment. Poles continue to emi-
grate in search of such concealed employment. Their
destinations include: USA, Germany, Austria, Great
Britain, Belgium, and more recently: Italy, Spain and
Portugal. It is difficult to estimate the scale of such
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activity. Various estimations are quoted, for example
300 thousand people, however, this figure is only
roughly approximation. A few qualitative research
studies worthy of noting were conducted, which
characterise work mativation and employee behav-
iour. For example relatively new English studies em-
phasise the determination of Poles to quickly attain
relative good earnings (in compare with Polish earn-
ing possihilities) (Jordan/Duevell 2003).

The lately difficult period in the development of the
labour market in Poland puts more pressure on |abour
emigration. The EU accession and the opening of the
labour markets in some old member states to |abour
force from Poland clearly increased the scale of
labour emigration. The latest emigrants (2004/2005)
are mainly young people, high school and university
graduates, that have difficultues in finding a perma-
nent employment on the Polish labour market (the
employment rate among young people —19-24 years
old — is only about 20 % ). The Home Office of the
United Kingdom reports, that during the first 6
months after the accession 100 thousand young Poles
arrived on the English labour market.

A phenomenon new in migration process in the tran-
sition period is the appearance of newcomers from
other countries on the job markets of Poland and its
southern neighbours. Employment migration is
chiefly represented by immigration from the East:
neighbouring countries (Ukraine, Belarus, Batic
countries) and Vietnam and China. The scale of legal
employment migration is not yet large, but it is in-
creasing quickly; among the Eastern European coun-
tries it is highest in the Czech Republic (roughly
2,0 %, 0,1% is the case for Poland). The illegal
labour market is more evident in Poland. Some claim
that illegal employment surpasses the legal labour
market in size. For the time being, arrivals of immi-
grants have slowed down when access to the new EU
member states became significantly limited by thein-
troduction of visas.

Immigrants find jobs in those segments of the labour
market that are not attractive to domestic Polish
workers (child care, long term care, assistance in
agriculture, cleaning and catering services) or where
the supply of specifically skilled Polish labour force
is limited, also because Polish people work abroad,
i.e. physicians, nurses, engineers, qualified blue-col-
lar workers. It is a known tendency, which was pre-
sented in the theory of the role of labour market seg-
mentation in the demand for foreign workforce (Pri-

9Inthe USA, for example, it is primarily related to theillegal cros-
sing of the border or the extending of a stay beyond the validity pe-
riod of avisa
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ore 1979). However according to research about
labour immigration in Poland, there is a noticeable
group of foreigners coming form western countries
employed in management and consulting (Golinows-
ka 2004).

In the EU Member States, the process of East-ward
enlargement was a cause of an increased need for the
analysis of the situation concerning migration poten-
tial from the East (see f.e. Hoenekopp 2000, Brueck-
er 2001, Sinn 2001, Dustmann et al. 2003). The old
EU countries are once again fearful of an immigra-
tion wave from the East and are not equally enthusi-
astic about integration on equal terms which respect
the four liberties of a common market: the unhin-
dered movement of capital, goods, services and
workforce.

No mass-scale emigration for paid employment to
Western Europe is anticipated. However, the policy
of selective admission for labour from the new mem-
ber states to the labour markets of the old EU mem-
ber states may distort the balance in some segments
of the labour markets of the former. In Poland, this
may apply to various groups of specialists: IT spe-
cialists, engineers and health service workers, espe-
cially nurses. It should be mentioned that the educa-
tion of nurses in Poland was considerably limited in
the second half of the 1990s, even though the ratio of
nurses per 10,000 of population is approximately
50% lower than in the EU average (Kézka 2004). The
selectivity of emigration for paid work is also gov-
erned by criteriarelated to age. Young people who go
abroad to seek employment have much higher human
capital than ever-possessed by previous young gener-
ations in Poland. Such migration isaloss, which will
be felt in a few years when the current surplus in

labour resources passes and deficits in certain types
of qualifications will be revealed in the economy.

3.2 Employment in the informal economy

Employment in theinformal economy, also known as
non-registered employment or black (grey) market, is
a phenomenon which existed in Poland even before
1989 when it functioned as hidden supplementary
work to the main official professional activity. Cur-
rently, the phenomenon is wide-spread and concerns
persons who do not have legal source of income of
any other form. Such employment is an activity detri-
mental for the state, asit aimsto provide financial in-
come without meeting tax and insurance obligations.
In the case of hired work, employment in the infor-
mal economy prevents establishing a documented re-
lationship between the employer and employee. Oth-
er criteria, especially concerning social insurance
(healthcare, pension, and disability), are not met. In
such arrangement employees do not pay taxes be-
cause their work is not registered; they perceive such
situation as beneficial. The employer’s costs per unit
also decline. In the case of non-registered self-em-
ployment, a person does not meet the financial obli-
gations toward the state.

Theincrease of non-registered work in Poland can be
attributed to several factors. They can be described as
either motivation of employers or that of employees
(Kwiatkowski et a 2004).

* Employer-related factors:

— High non-wage costs of hiring workers, especially
social insurance costs

Comparison of the costs and benefits of an informal economy

Benefits Costs
Employers | Avoiding high non-wage labour costs. Creation of unfair competition for legally
functioning firms due to lower labour
costs. Lack of motivation to create new,
legal jobsin existing companies.

Employees | Non-registered work and income derived No social insurance, worse treatment by
from it ensure a minimum standard of employer.
living and protect against further deepening
of poverty.

State Despite negative aspects, ajob has been A decrease in the potential budgetary
created and income has been earned, which | income. An inaccurate view of the labour
increases global demand and benefits the market with regard to employment and
economy. unemployment rates.
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Tedle I

Unemployment rale by criteria of unemployment
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— Determining the lower level of minimum wage as
rather high in relation to average pay, which de-
creases the demand for work by those with low
qualifications and productivity

— Insufficient legal regulations related to economic
activity and the employment of foreigners

— Ineffective control in employment relations (as in
expression ‘ Opportunity makes thief’)

» Employee-related factors:

— Difficulties finding employment on the official
labour market

— Arelatively low level of income (including salary)
on the legal labour market, causing one to look for
alternative (or supplementary) income

— A low potential net salary in relation to the in-
creased costs of obtaining the salary — the poverty

trap.

— In the case of socidl transfers beneficiaries fear of
losing a part or entire pensions or social a-
lowances when beginning legal employment.

Due to the nature of non-registered work, it is very
difficult to estimate the scale of this phenomenon.
According to GUS, the number of personsworking in
the informal economy© does not exceed 1 million.
This number represents a figure between 5.1% and
7,3 % as related to the total number of working per-
sonsin the years 1994-2003 (GUS — yearly statistics
from the years 1998-2004). It should be noted that
the worsening of the economic situation in Poland af -
ter 1998 was coupled with a rise in non-registered
work. Surveys have shown that in 1998 5.5% of the
workforce, 14.6% of the unemployed and 2.4% of
passive workers carried out non-registered work
(Kataska 1999). Such work was the main source of
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income of non-registered workers: in 1995 43.5%
and in 1998 46.3% (Kalaska/Kostrubiec/Witkowski
1996). The figures suggest that a significant portion
of the workforce did not have a source of income in
addition to that in the informal economy.

Non-registered work decreases the scale of the offi-
cial unemployment rate, which is based on the num-
ber of registered unemployed. The “ Social Diagnosis
2003” survey, carried out at the request of the govern-
ment (Czapinski/Panek 2004), allows for the gauging
of unemployment while taking into consideration
various behaviours by those registered as unem-
ployed. The table above presents the behaviour of the
unemployed and takes non-registered work into ac-
count as well. The unemployment rate, after keeping
non-registered work in mind, is six percentage points
lower than the official estimate. The results of thisre-
search have caused much debate in Poland about the
“truth about unemployment.”

The characteristic of persons and situations associat-
ed with the informal economy can be attained from
the GUS data of August 1995 and 1998. The data is
based on special modular surveys of population’s ac-
tivities as extended BAEL — labour force service
(LFS). According to this research (Kataska/K ostru-
biec/Witkowski 1996, Kostrubiec 1999), non-regis-
tered work was more often carried out by men than
women, both in rura areas and in cities. Employed
non-formally in cities were only dlightly higher in
numbers than in rural areas (especially in 1998). Re-
presentatives of all age groups held non-registered
jobs. The middle-aged (2544 years old) group dom-

10 The Estimates of GUS concerns rather non-registered work than
whole gray labour market. It means that, they do not include the
entire employment in the gray economy. Among other issues, the
estimates do not include criminal activity and, to some degree, no-
registered employers. Therefore, GUS estimates are more accura-
tely described as ‘hidden’ rather than ‘illegal’ work. Other ap-
proach to estimation of the scope of the gray economy and gray la-
bour market you can see in Schneider 2002.
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inated with over a 52% share in 1995 and 49% in
1998 in atotal of all persons working in the informal
economy. Non-registered work was also carried out
by young persons (up to 24 years old; over 20%). In
1998, for over 60% of young persons working in the
non-formal market non-registered work was their
sole source of income. The willingness to take part in
illegal work by the young constitutes the evidence of
a difficult situation on the labour market. Thisis so
especially considering that the unemployment level
in 1998 was over 30% for this age group and in-
creased up to 40% in 2001-2002. Many young peo-
ple decide to take up employment in the grey econo-
my despite the fact that sometimes such work is on
the verge of illicit activity or explicitly criminal. The
inclination toward such behaviour is higher when the
differentiation in the income levels in society is
greater and when consumption of luxury goods is
more visible (consumption demonstration effect).
Particularly disturbing is the fact that young employ-
ees with relatively high levels of education partici-
pate in such dealings considerably.

Work in the grey economy concerns mostly persons
with low qualifications who hold only primary, in-
complete, or trade education. This group accounts for
70% of non-registered workers for whom the grey
economy presents most often the single source of in-
come. Low qualifications limit the possibilities of le-
ga employment. Persons with high qualifications
usually treat non-registered work in a supplementary

way.

3.3 Poverty and social exclusion

Considering the employment rate decrease and the
growth of unemployment, as well as changes in the
nature of employment and industrial relations, two
perspectives should be taken into account: long-term
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and short-term. The short-term perspective especial-
ly highlights the problems of poverty and social ex-
clusion.

Poverty in Poland is growing (see figure above). All
available monetary indexes used in Polish statistical
analysis point to such conclusion. Theincreasein rel-
ative poverty (50% of median household income),
absolute poverty (minimum needed for survival), as
well as poverty as defined by law (basic entitlement
for social assistance) can be observed. A different
trend concerns subjective poverty, as it follows the
business cycle. Subjective poverty level waslower in
the time of high GDP growth, while it was on the in-
crease during the times of the economic growth slow-
down.
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Fagura 15

Poverty and Unemployment, Poland 1994-2001
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Poverty in Poland mainly results from social differ-
entiation, cultural and economic gaps between rural
and urban areas and changes in employment. The last
factor has become especially important in the years
1999-2003. Recent studies show that the major cause
underlying the spread of poverty in Poland is long-
term unemployment (World Bank, 2004). Long-term
unemployment isarelatively new phenomenon in the
transition countries. Long-term unemployed in
Poland, which share among whole unemployed peo-
ple is 46%, are older than average unemployed and
they have the worst qualification of al unemployed
groups (GUS NSP 2003). Generally they don't take
unemployment benefits. This group is in danger of
socia exclusion or even already is excluded from the
main strain of sociad life.

The employed (especially white collar workers and
the self-employed) are much less endangered by

Tabie 4

poverty than the average population. Pension benefi-
ciaries are very unlikely to live under the poverty
line. However, people without income and small
farmers are most at risk of extreme poverty.

High levels of unemployment, especialy during
highly dynamic economy changes, do not have to
lead to increases in poverty. Normally, thereisahigh
mobility dynamic in the labour market — people lose
jobs but after some time they regain employment.
However, the unemployment recently experienced in
Poland is connected to the continuing reduction in the
demand for labour in the restructuring industry. Few-
er and fewer new work places are being created and
more people are loosing their jobs. At the same time,
there is a certain selection among the unemployed re-
garding possibilities of finding employment. The
chances to be re-employed are decreasing for the low
skilled and at the same time long-term unemployed.
Moreover, the longer the unemployment period is,
the lower the chances of finding employment.

The poverty levels vary between the regions of
Poland and are highly related to the regional level of
development. Therefore, the poverty is lowest in
voivodships with the highest GDP per capita (Ma-
zowieckie, Malopolskie, Saskie) and it is highest is
the traditionally poor areas (Podkarpackie, Warmin-
sko-Mazurskie, Swnietokrzyskie).

Thereisaconsiderable poverty divide between urban
and rural areas. Significantly less poor peoplelivein
large cities (i.e. those above 500 000 inhabitants),
where 2.5% of people below the poverty linelive and
5% below the social assistance level. The poverty
levels are higher in smaller towns in comparison to
medium size towns (18-19% of the poor live in
towns up to 20 000 inhabitants) and they peak in rural
areas according to statistics — 28% of the countryside

Percentage of people at risk of poverty (legally-defined povery line) by location in 2002
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inhabitants are poor (see table below). Poverty is
most severe among rura area residents who do not
own farm land and whose major source of income is
not related to employment (excluding pension recipi-
ents). Around 46% of this group live in extreme
poverty. For comparison, only 15-17% of the fami-
lies owning or working on farms were at risk of ex-
treme poverty.

The analysis of income (monetary) rural poverty
seems to be boosting the figures. In the countryside
cash is a much scarcer commodity than in the cities,
but simultaneously rural areas offer amuch wider ac-
cess to basic goods such as food and shelter. At the
same time, the high scale of rural poverty is highly
correlated with cultural poverty and other develop-
ment gaps such as lower human capital base and
poorer health condition. In the rural areas the Polish
HDI index is much lower than in urban regions. For
that reason, the Polish NHDR for the year 2000 put
forward a thesis that Poland was actually separated
into two societies: urban Poland and rural Poland
(UNDP 2000).

4 Labour market and social policy

The priorities for economic transformation focused
on creating conditions for privatisation, stimulating
private entrepreneurship, industry sector and enter-
prise restructuring to adapt to market reguirements
and pursuing macro-economic goals to stabilize the
economy (the inflation objective). Achieving these
priorities pushed the objectives related to the devel-
opment of a comprehensive social and labour market
policy into the background.

To date, the response to the economy and system
changes has not been consistent and has not been sup-
ported with a coordinated social and labour policy
concept focused on employment development. Since
this policy is pursued by various entities (players in-
clude national state governments, international struc-
tures such as the EU, decentralized state structures of
territorial self — government, socia partners and non-
governmental organisations), its co-ordination is very
difficult. Reaching an agreement on adirection for the
employment devel opment was in these circumstances
challenging, especially because in quantitative terms
the labour force isno longer akey development factor
of economy asit wasin theindustrial age.

4.1  High scale of social transfers

At the time of market economy launch, the fear of
widespread unemployment spurred the decision to
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widen socia transfers. The need for such decision
was especially evident during the first phase of
transformation, when the decrease in the number of
the employed was rapid. A significant portion of
employees losing jobs opted for early retirement
and disability pension especially because it was at
that time relatively easy to obtain its. The normal
proportions between working and economically in-
active people were distorted, causing an excessive
burden on extra pay-related costs of labour which
provided the source of income for those who left the
labour market.

The figure above illustrates the increase in new old
age (mostly early retirement) and disability pensions
between 1990 and 1992. In later years, criteria re-
garding disability pensions stiffened and in 1997 also
the medical assessment describing disabilities were
changed. Until 1997 the medical describing level of
invalidity was the dominant factor of the assessment.
A new definition making the ability to work the dom-
inant factor of such assessment, what influenced in
avisible way the decrease in the number of new dis-
ability pensioners. However, the financial burden of
disability pensions in Poland remains very high. The
so-called Hausner Plan (MGPiPS 2003) of the cur-
rent government strived to introduce a cost-saving
socia plan through which averification of half amil-
lion disability pensions was proposed, yet it failed to
receive political support.

11 The problems and changes of the disability pension policy in Po-
land are described in the chapter of Golinowska/Pietka2003 in the
book of Prinz (Ed.) 2003.
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In the second half of the 1990s, when the number of
employed fell sharply again, a number of workers
chose pre-retirement financial transfers, available
since 1996. Such transfers were not financed by the
Socia Insurance Fund; it came instead from the Em-
ployment Fund, stripping the financial means of un-
employment alowances and ALMP instruments.
These expenditures (roughly, 0.6% of the 2002 GDP)
were present for the entire period of the second re-
structuring of the industry (1998-2002) and had a
very strong growth dynamic (40-50%) (Pietka
2004). Pre-retirement transfers meant political pref-
erences for workers just before the retirement but not
for the younger co — workers threatened by unem-
ployment and not for the unemployed graduates!2.
Those political preferenceswere visible in the second
half of the 1990s despite a very high wave of the new
labour force caused by the entrance to the labour
market of that population.

As aresult of a socia protection policy for workers
which were laid off due to restructuring of the indus-
try, (especially elderly workers and those with along
work history), social expenses are very high. Disabil-
ity pensions and pre-retirement allowances exceed
more than 4% of the GDP.

4.2 Limited ALMP and decentralisation of

labour market policy

Literature has not aways recommended Active
Labour Market Policy (ALMP). Empirical evidence
suggests that some of the instruments are not suffi-
ciently effective, for example in the case of public
works (Puhani 1999, Robinson 2000). However,
completely overlooking ALMP is one of the major
disadvantages of the socio-economic policy. In asitu-
ation of growing unemployment, especialy long-
term unemployment, ALMP constitutes a basic moti-
vational tool and an instrument to activate the return
to the labour market.

When priorities which facilitate obtaining the goal of
increased employment growth are missing, Active
Labour Market Policy does not have great signifi-
cance, as was the case in Poland (Ratusznik/Olejarz
2003). Paradoxically, ALMP ceased to play any role
during the period of accumulation of the second
wave of unemployment (1999-2002) when it was
particularly needed. In this period of decentralisa-
tion, anew tier of territorial self-government (county
— poviat) took over the responsihilities concerning
the ALMP. Before the state administration reform
and introducing territorial self-government adminis-
tration (1999), labour market institutions were man-
aged by governmental bodies, which have had so
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called specia administration with own territorial de-
partments.

The priority of the Employment strategy (according
to the European Employment Strategy) constitutes a
relatively new requirement in the autonomous policy
and action of territorial self-governments. Until
2000, the National Labour Office (a government in-
stitution) was responsible for the implementation of
certain pre-defined priorities and had the required
competencies, services and financial instruments.
Since 2000, the responsibility for the development
and creation of alabour market has been in the hands
of the territorial self-government at its three various
levels. Territorial self-governments authorities now
have certain regulatory competencies and the ability
to directly influence real economic processesin their
respective localities.

Theterritorial self-government:

* manages the infrastructure resources and is in
charge of the related investment projects. Good infra-
structure is then the basis for business locating its
venturesin particular areas by helping firms to estab-
lish themselves and create jobs. The local govern-
ment should formulate and consistently implement
long-term infrastructure policy that facilitates busi-
ness development.

« can help eliminate barriers for small and medium-
sized enterprises to register locally

* oversees secondary schools whose alumni not only
continue their education or but also stay locally and
increase local labour resources. The territorial self-
government should develop methods which influence
the profile and quality of education and match the de-
mands for qualifications of local employers with the
potential of schools and aspirations of young people.

« has been made responsible for the Active Labour
Market Policy. It should be equipped with appropri-
ate tools and knowledge to enable sensible and effec-
tive application of the ALMP.

* has been given the responsibility for stimulating
people threatened by social exclusion and charac-
terised by low employability. These people include
the elderly, low-skilled, the disabled, chronicaly ill,
addicts, ex-prisoners and persons rejected by their
families.

12 The same amount of funds was allotted to unemployment bene-
fitsas for pre-retirement benefits— (5 billion PLN).
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Theterritorial self-government at the poviat level has
been entrusted with the special responsibility to
pursue labour market policy and management. The
results of surveys about its efficiency in the new real-
ity indicate that poviat governments and poviat
labour offices (PUP) require significant support.13
This support should comprise four essential compo-
nents:

Firstly, it is necessary to design a basic set of infor-
mational and analytical tools pertaining to the imple-
mentation of the labour market policy.

Secondly, it is necessary to develop programmes es-
sentia for the delivery of the labour market policy. In
the Polish redity in particular three types of pro-
grammes are necessary (CASE/UNDP 2004). First
type should increase the access to capital for small
firms (loan funds, credit guarantee funds), support lo-
cal entrepreneurship, develop infrastructure invest-
ment and attract inward (including foreign) invest-
ment. The second type of programmes should con-
cern the changes in education, above all at the sec-
ondary school level, to match long-term demands of
the labour market, to organize a support for tertiary
education with incentives to return to work in the lo-
cal environment and — for the development of adult
education institutions. The third kind of necessary
programmes should concern instruments of the
ALMP in line with the priority of supporting the ac-
tivity of the unemployed (especialy long-term unem-
ployed) and people threatened by socia exclusion: to
provide not only income support but first of all — so-
cial services e.g. by organising occupational therapy-
type workshops for disabled people and co-operating
with NGOs to stimulate the activity of socially ex-
cluded people. Preparation of al abovementioned
programmes is not possible over a short period of
time while some of the programmes may not consti-
tute apriority in aspecific local environment at a giv-
en time. Yet, the development of programmes can be
approached in a comprehensive fashion and within a
single programme which integrates all priorities un-
der a “Poviat Employment Strategy” banner. This
could be the starting point for developing pro-
grammes under local and regiona employment
strategies, which are based on the concepts of the Eu-
ropean Employment Strategy.

Thirdly, setting of priorities and developing action
plans requires mobilisation of local social and paliti-
cal forces not only to gain support for the pro-
grammes but, more importantly, to involve such
forces in programmes’ actual implementation. For
this reason agreements are needed between factual
and potential stakeholders of the poviat employment
policy. Such agreements should bind authorities at
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various levels of the territorial self-government as
well as public institutions administered by those terri-
torial self-governments and responsible for educa-
tion, health care and social welfare. Such public insti-
tutions in theory answer to local authorities but in
practice they are quite autonomous. Such autonomy
stems from the nature of their activitieswhich isvery
professional and the fact that they report to national
authorities on the content and quality of their services
(Golinowska et al. 2003). Cooperation with social
partners (local employers organisations or business
self-government on the one hand, and local trade
union organisations and NGOs on the other) would
also benefit from such an agreement.

Fourthly, the implementation of each programme re-
quires cooperation with the voivodship and central
government authorities. Currently, involvement inin-
dependent initiatives is encouraged by EU pro-

13 As aresult of changes at that time, the foundations for the de-
velopment of employment services were undermined. Territorial
self-government neither have ready means nor competent labour
resources capacity or know how to handle new tasks. Only in the
first year after reform earlier educated people for labour market
services were dispersed in amass scale (Boni et al. 2004).

14 Moreover, the evauation of loca labour market policies in the
EU member states frequently points out that it is essential to con-
duct own surveys and researches in order to anticipate the pursu-
ance of a decentralized labour market policy in an effective man-
ner. For that reason, the so-called Labour Market Sudies form one
of thefirst instruments postulated by the European Commission in
the work on local employment strategies (ICLEI 2001).
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grammes, participation in which offers major bene-
fits. It should aso be noted that territorial self-gov-
ernment in Poland is becoming an independent part-
ner of analogous territorial authorities in other EU
member states. The identification of a suitable part-
ner for cooperation would inspire to follow good
practices but will also be amajor help for finding po-
tential joint investment initiatives.

One of the basic shortcomings of the Polish labour
market policy is the lack of balance between active
labour market tools and the social protection policy.
Funds for the social protection of the unemployed
and especially of the older unemployed dominate in
the expenditures of the Employment Fund. The dras-
tic majority of funds is designated for pre-retirement
allowances, which de facto perform the function of
pre-retirement programmes. Such arrangement was
introduced in 1996 as mean of social protection di-
rected toward restructuring of industry programmes.
(It has significantly expanded and when the al-
lowance was to be curtailed, the project of its aboli-
tion caused a strong socia response in 2002—-2004).
At the same time, the unemployment benefits moti-
vating to return to the labour market are a small pro-
portion of the total.

There is an urgent need to reformul ate the concept of
the social protection of the unemployed. The income
security system for the unemployed in Poland pro-
vides rights to a modest (initially 33 %, and then
30 % and finally 20% of the average wage) and flat
rate benefit. Qualifications and the entitlement period
arediversified. A criterion which entitles claimantsto
extend their rights and prolong the entitlement period
from 12 to 6 monthsisrelated to difficult situation on
local labour markets and difficult family status (both
parents are unemployed). The value of the benefit has
been declining since its price indexation (1996). This
is accompanied by a decrease in the number of per-
sons receiving benefits against total registered unem-
ployed. The current figure stands at slightly lower
than 20%. In the context of rising unemployment and
acute scarcity both of fiscal and administrative re-
sources, flat rate benefits have particular advantages
in the early transition (Barr 2001).1°

Now it is needed the socia protection for unem-
ployed to do strengthened so to induce motivation for
job search (higher benefits, regressing, overall ad-
ministered for a shorter period of time). A change in
approach is also required; the tactic should shift from
schematic to diversified and customised to adapt the
tools to the needs of the various groups seeking em-
ployment, depending on their employability levels.
In consequence there is a need to define at least two
labour market policies: one addressed to people with
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higher levels of employability and to those with low-
€r ones.

The long-term unemployed remain outside the social
insurance and unemployment policy system. They
constitute a category which has dynamically expand-
ed and currently comprises the core of the Polish
poor. Socia assistance benefits are almost outside
their reach or, if available, at avery low level. There
is a new and urgent need to prepare adequate social
programmes which target this group and are active
and socialy integrated rather than providing addi-
tional, passive financial assistance. Such programme
would require linking the benefits with other kind of
activity (education, training, employment consulting,
therapy workshops, €tc.).

5 EU labour market policy in Poland

Western unified Europe decided to change its current
labour policy. The change was designed through the
European Employment Strategy and subsequently
the European strategy to combat poverty and social
exclusion; it isalso referred to as the Social Inclusion
Strategy (Lisbon Strategy and Social Agenda 2000).
EU member states are encouraged to pursue labour
market policy which would increase everyone's ac-
cess to work, including people with considerable dif-
ficulties in employment: less efficient, less qualified,
less experienced, disabled, and discriminated. Such
turn in the EU policy has two aspects. One is eco-
nomic, relating to the high cost of supporting non-
working people who require increasing re-distribu-
tion of income in their favour, which reduces the
competitiveness of the economy. Instead of paying
benefits, it would be less expensive to create jobs
(even jobs which are less productive and require fi-
nancial subsidy). The other aspect is political and re-
lates to the unease about democracy. Excluded
groups are more susceptible to manipulation by ex-
treme political options as they are less informed, less
socidly involved and, not infrequently, completely
excluded from the mainstream of community life.

EU requirements and lessons from implementation of
the European Employment Strategy present addition-
al factors which support re-orientation in the labour
market policy. In that context, it is important to
analyse the chances (opportunities and barriers) for

15 Barr arguments: they are cheap, since nobody receives unem-
ployment benefit above the minimum. They are administratively
easier than earnings-related benefit. This kind of social protection
for unemployed is concentrating solely on poverty relief (Barr
2001).
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the use of EU resources in the Polish labour market
policy in line with the main directions of EU priori-
ties. However, specific difficulties of Poland, a coun-
try less economically developed and still evolving
from transition and industry restructuring, must also
be taken into account. In these circumstances, the ar-
ticulation of public interestsis not simple while their
implementation is even more difficult.

For the appropriate development of the labour market
policy it isimportant to be able to use experience and
models of good practice in pursuing labour market
policies in other countries. The employment policy
will change in the course of time, influenced by ex-
amples of accurate and inadequate practices. Howev-
er, even the best foreign practice may not be success-
ful in Poland if it is not placed in the context of spe-
cific circumstances, enabling its adaptation to the lo-
cal implementation potential.

Labour-oriented activities have the following key di-
mensions: labour supply, labour demand and |abour
market institutions. Over the recent years, analyses
and conclusions concerning the supply side have at-
tracted great interest. Keeping such interest in mind,
it should be emphasised that in Poland problems to
the demand for labour are now essential.

The development of comprehensive programmes for
employment growth should use the Open Method of
Co-ordination (OMC): management through objec-
tives, use of benchmarking, and identification of ex-
amples of good practice. For Poland, the ability to be-
come involved in European strategies and the use of
resources of Structural Funds is of particular impor-
tance.

A comprehensive employment policy can greatly
benefit from a procedure which requires the govern-
ment (the Ministry of Economy and Labour) to sub-
mit annual reports on the implementation of pro-
grammes for employment growth which would bein-
dependent of the evaluation of the National Action
Plans, undertaken jointly with the EU.

5.1 Construction of the employment
strategy in Poland under new concept
of a welfare state

Employment Strategy concept has a political dimen-
sion of great importance. Work is still the basis for
socia inclusion and its shortage on a mass scale
poses a threat to civic peace and democracy. Even
though the contemporary market-economy state has
not assumed responsibility for ensuring full employ-
ment, it has begun to apply numerous instruments for
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supporting labour and combating unemployment.
The concepts underlying such activity of the state are
beginning to form asocia philosophy called aphilos-
ophy of the workfare state — as opposed to the con-
cept of the welfare state. The concept was bornin re-
sponse to adeficit of labour initstraditional form (as
a socialy secured and highly organised industria
work) and in response to the dwindling welfare
state.16 Such approach to the broader social strategy
includes so called socia activation and job creation
policy.l” Highly-efficient industrial work, as the
dominating form of the industrial era, is now giving
room to labour of a service nature. Services vary:
they can be specialised, requiring very high qualifica-
tions and precise organisation, or simpler in nature,
which require more strength and concentration than
intellect. Such variation significantly differentiates
the labour market.

As opposed to the dominating demand for highly-
productive labour currently formulated in Poland,
jobs for special-risk and low-employability groups
also need to be developed. Such development is pos-
sible once the activity strategy is accepted and imple-
mented and its function is not reduced to asimple in-
come support measure. The activity strategy, instead
of forcing people with very low employability to
work, strengthens their social inclusion because
through it people to carry out work which is not nec-
essarily perceived as traditional employment. Such
action is supported by the European Social Inclusion
Strategy, which Poland joined in 2004 while devel op-
ing its own National Strategy on Social Inclusion
(MPS, NSIS 2004).

In a democratic market economy caring for a job*®
continues to be of concern for the government as it
still plays amajor role in launching and initiating ac-
tivities supporting the policy of employment growth
and its co-ordination. Employment strategy should
also be amatter important for al institutions and citi-

16 The concept of workfare has originated in the USA. It original-
ly related to ‘welfare-for-work’ programmes where the ideawas to
oblige benefit recipients to do something for themselves to become
independent, and was then extended and adopted as an aternative
to the passive socia policy (Standing 2002).

17 “There are two types of strategies for reconciling redistribution
and employment growth. The first is called ‘activation strategies'.
Their goal isto put pressure on recipients of income support. They
include: job search assistance and tests, job counselling, controls
and sanctions. The second type of strategies are financial incenti-
ves to job creation, in particular for low-productivity fields, in-
cluding two key categories: Employment Conditional Incentives
(ECI) and wage subsidies for low-wage employees (or social secu-
rity deductions)” Boeri 2005).

18 Caring for ajob —it isaslogan, which includes job creation ac-
tivity together with decent work concept, defined in the
CASE/UNDP report 2004.
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zens because of its fundamental objectives and crite-
riafor action.

5.2 Political elites and their expert support

New socio-economic policy requires the under-
standing and recognition of the primal importance
of employment growth (measured through increase
in the employment rate) in government pro-
grammes. Such programmes must then be translated
into legislative initiatives, accepted by the parlia-
ment and implemented by various executive bodies.
Recognizing that employment growth is so note-
worthy signifies that there is awareness that the
proper use of human resources is a condition of an
effective state while being the basis for its social
and political stability. When the rate of employment
falls below 50% of the working-age population, the
situation constitutes a threat to the country’s sus-
tainable development.

Employment strategy should be pursued under per-
manent rules of macroeconomic order. This means
that it is not activities in the nature of extraordinary
demand-dictated or institutional interventions that
should be undertaken, but itemised activities that are
systematic, undertaken in many areas, mutually com-
patible. Such multi activities, in turn, require pro-
grammes with precise defined objectives of compre-
hensive actions and their permanent monitoring. The
development of such programmes are facilitated by
following the requirements of the Amsterdam Treaty
and the Lisbon Strategy concerning the European
Employment Strategy. However, the experience to
date with “test” implementation of that strategy in
Poland shows exceptionally poor transfer of the ob-
jectives set out in the National Action Plan (also re-
ferred to as the National Strategy for Employment
and Human Resources Development) into actually
made decisions. Thus, contrary to the political rheto-
ric of the main political parties, the Employment
Strategy is not an essential part of their practical ac-
tivities.

Degspite the scale of unemployment and expressing
concern, the current approach of the political elites
and a majority of well-informed, opinion-making,
top-class experts toward the employment problem is
improper. Their approach does not indicate that they
recognize the necessity to fund programmes support-
ing job creation and helping in activation of the un-
employed. Information is used selectively to weaken
the use of labour market programmes, exaggerating
the individual faults and malfunctions (e.g. abuse of
alcohol, bresking the law, laziness, permanent dis-
content and depression) that lead to dismissal prob-
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lem of unemployment. As a consequence, systematic
development of appropriate programmes strengthen-
ing employment growth and activating unemployed
personsis not induced.

A certain group of Polish politicians and experts treat
combating unemployment exclusively as a policy of
increasing the GDP. They fail to recognise the limita-
tions of such policy in terms of employment due to
jobless growth and in terms of conflicting contrast
between the rapid increase in work productivity and
barriers of employing lower-skilled labour, to which
they attach insufficient importance.

Despite the positive statements and declarations of
political elites, Polish education is developing only
because individuals bear the increasing costs of edu-
cation while the conditions of inadequately super-
vised quality of educational services prevail.

A policy of support to entrepreneurship involving re-
al actionsrather than declarationsis crucially needed.
A major element of such policy would be the support
to small and micro enterprises in obtaining access to
capital by increasing government loan guarantees
and introducing more user-friendly financial regula-
tions. Such enterprises produce approximately 46%
GDP and employ about 66% of the entire labour
force in the enterprises sector (Balcerowicz et al.
2002).

5.3 Entrepreneurs

Employers are the players in the labour market most
obviously and directly involved in the employment
strategy. Their role in generating demand for work
and creating jobs is the greatest factor. The theory of
economics and numerous empirical studies indicate
an extensive list of conditions to be met so the em-
ployers are motivated to create jobs. accessto capital,
appropriate labour resources, good infrastructure in
their environment, low fiscal burdens, favourable
regulations in the sphere of labour law, lack of ad-
ministrative barriers, etc. In Poland these conditions,
favourable for employers, are frequently unfulfilled
while the employers do not always follow the objec-
tive of creating jobs in their companies. The recom-
mendations formulated for employers suggest solu-
tions which would enable the reconciliation of the
current interest of enterprisesrelated to profit genera-
tion with a more general long-term concept of the
employment strategy. In thefirst place, it isimportant
to recognise that employers associations strive for
proper conditions for the development of their firms
which include job creation. The conditions can be
satisfied through:
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* activities aimed at increasing access to capital, es-
pecialy for small, medium-sized and micro enter-
prises

* elimination of the mismatch between vocational ed-
ucation and the demands of the contemporary |abour
market, for example through the involvement in de-
veloping vocational education curricula, developing
on-the-job training and apprenticeships, as well as
through participation in the financing of vocational
education

* creating pressure on the development of a business-
friendly infrastructure

« reacting to cases of wilful or thoughtless damaging
of firms by their owners (both old state-owned and
new private enterprises) and cases of unethical or
corruptive behaviour

« promotion of the concept and development of stan-
dards of decent work, as promoted by the ILO, and
demanding that they be applied by the employers

* raising awareness of problems relating to excessive
differentiation in pay, in particular between manage-
ment and employees, and developing a position
which would lead to the prevention of excessive and
unfounded differentiation

* promotion of the idea of ethical and social responsi-
bility in the business world.

5.4  Social partners and civil society
organisations

Mobilisation and involvement of socia partners, civil
society organisations, local governments and commu-
nity organisations aswell as other playersin thelife of
a society involved in decison making regarding
labour issues is a standard of European democracy
originating from the time of forming industria rela-
tions. The current ideato pursue partnership-based ac-
tivities has been recorded in the Lisbon Strategy and
constitutes one of four directions for action of the so-
called Nice Objectives of the European Social Inclu-
sion Strategy. The partnership-based approach to en-
gage in alabour market strategy oriented at employ-
ment growth has two goals: it democratises decision-
making and involves the interested players in the ap-
proach creation, promotion and implementation.

The numerous community and social organisationsin
transformation countries (including Poland) is in-
creasing systematically, played significant role to
create climate for job creation supporting. In addi-
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tion, the position of employers’ associations, business
chambers and local governments is also is strength-
ening. Until recently the trade union had the domi-
nant position within the social dialogue. The issue
valid for Poland as well as other countries is how to
use the partnership potential and social capital with-
out multiplying the transaction costsinvolved in part-
ners communication which usually prolongs the nec-
essary arrangements in the decision-making process.

In their individual activities, social partners are ori-
ented towards their statutory objectives. Trade union
organizations focus on representing the ‘world of
work’ and defending the interests of employees. Em-
ployers' organizations, on the other hand, concentrate
on representing the employers and lobbying for their
interests. In those activities, job creation oriented
strategy is not their principal objective. Trade unions
traditionally tend to be concerned with wages, protect
working conditions and safeguard employees’ privi-
leges, they are less bothered by unemployment. Em-
ployers press more for reducing taxes and increasing
productivity, leaving aside job creation. Only a sensi-
ble social dialogue could foster the development of
conditions favouring an increase in employment and
combating unemployment. For this reason a balanced
socia dialogue is of significant importance to the
growth of employment. It is very important to have a
concept of amature dialogue, where each party suffi-
ciently represents its environment, is aware of its
mission and is prepared to stand by its idea. It is
equally important that acompromise isreached inthe
general interest seen in abroad perspective. The great
strength of a mature social dialogue lies in the fact
that it isindependent of government.

So far, the concern for job creation has not been a pri-
ority of the Polish social dialogue. Apart from their
political activities, trade unions have protected the
conditions of work and pay, similarly to the Polish
labour law. An improvement in the rate of employ-
ment is present the declarations by employers' asso-
ciations for whom increase in employment is relevant
and positive as long as it reduces the costs of |abour
and facilitates effective work of the employed.

Presently, when membership in trade unions is de-
creasing®, the problem of protecting employees
rights is again becoming a valid issue. However, un-
der the EU law the employees have the right to con-
sultation and information which would result in the
establishment of employees' representation in enter-

19 1n Poland only 15% of workers are member of the trade union,
in Hungary — 20%, in the Czech Republic — 30% and in the Slovak
Republic —40% (Carley, EIRO 2002).

ZAF 4/2004



Sanislawa Golinowska

Labour market and social policy development in Poland

prises, in which the trade unions are missing and
would enable the extension of employee protection
through the funding of the so-called workers' coun-
cils.

The employment strategy also requires the develop-
ment of collective labour agreements. Development
of the collective labour agreements both on the enter-
prises level and above that is relatively weak. To
achieve such end, regulatory changes leading to a
balance of expected benefits for the parties are need-
ed in addition to a change in the balance of forcesin a
company. On the one hand, the role of the employer
needs to be fully appreciated and on the other, the
employees’ representation needs to be made realistic
what in many cases means the need to create work-
ers council.

The EU accession will bring unknown conseguences
for the progress of the social dialogue. At the EU lev-
el, Polish structures of social partner organisations
have been already established. What will they con-
tribute to the social dialogue at the European and na-
tional levels?20 Will the ‘job creating’ oriented strate-
gy be their principal objective? A recommendation
addressed to the Polish representatives of social part-
ner organisations at the European level should be to
implore them to make the objectives of the Employ-
ment Strategy a priority.

6 The final word

In the middle of 2005, ayear after Poland’s accession
to the EU, the situation on the Polish labour market is
moving in the right direction. Creating employment
has at last exceeded a decrease. In consequence, em-
ployment has increased and unemployment de-
creased. In this context, it is worthwhile to mention
those elements of the labour market policy that have
been aimed at solving the problem of youth unem-
ployment, which in the Polish debate is said to be the
most difficult.

Between 2003 and 2004 the government launched a
number of initiatives designed to combat unemploy-
ment of young people. Such programmes as “First
job”. “Job for the young” and “First business’ were
worked out and implemented. Those programmes are
being monitored by the Ministry of Economy and
Labour (MGIiP 2005) very closely. The results of the
monitoring showed that the programmes resulted in
the noticeable decrease in youth unemployment. The
unemployment for young people aged 19 to 24 was
39.5% at the end of 2004, i.e. it was only alittle high-
er than twice the average unemployment rate?!,
which is“European standard” (Eurostat 2005).
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The main idea of the programmes for young people
in Poland was directed towards gaining vocational
experience and continuing education. Therefore,
among the most important means designed for the ba-
sic programme (“First job”), there were also such in-
struments as vocational placements and refunds for
employers giving jobsto graduates. These two instru-
ments comprised 72% of the total funds of the said
programme. This diminished the significance of the
main instruments applied thus far within the frame-
work of Active Labour Market Policy (ALMP), i.e.
training programmes and public work. Their assess-
ment did not bring satisfactory results in Poland
(Puhani 1998).

Therole of banks played for the good of employment
of young people must be emphasised. The govern-
ment and banks have started sharing a risk of grant-
ing loan funds to small firms set up by young people
(adopting a programme of granting credit guarantee
funds), and one of bigger national banks finances
loans within the programme “First business’. The
fact that banks have started to participate in that poli-
cy took place after they came mass criticism for their
loan policy (applying very restrictive criteria for
granting loan funds for fear of bad loans, even more
restrictive than in the old EU) and attitudes towards
enterprises. The criticism of banks' policies and their
particular attitudes was included in the report CASE/
UNDP “Caring for a job” described there. This re-
port, which was worked out with considerable effort
due to avast range of problems, limited time of work
and difficulties in coordinating work of many au-
thors, including those institutional ones, has con-
tributed at least partly to this slow change.
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