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40 percent of the gross effect (9.6 percentage points), while in the case of apprenticeship and on-the-job training — for 30 percent
(5 percentage points). This means that beneficiaries of these ALMP included above all those unemployed people whose prospects in
the labour market were relatively better (for instance, those with better qualifications, those living in higher developed poviats) and of
whom many would also have found jobs without ALMP assistance. Directing active labour market policies at unemployed people with
relatively high chances of finding jobs without any assistance is not in line with the practice adopted in Western European countries,
where such programmes are addressed to people at high risk of withdrawal from the labour force or long-term unemployment (see
Chapter 1).

Table IV.8.
Gross and net effects of ALMP and selection scale (in percentage points)

K Type of ALMP gross effect of ALMP net effect of ALMP (gross e:les:iicr:re]t effect)\
trainings 224 12.8 9.6
public works -4.8 -3.7 -1.1
intervention works 5.1 0.4 4.7
apprenticeship / on-the-job training 154 104 5.0
business incetives 40.1 319 82
U@ counselling and job broking -08 -5 4.2 J

Italics have been used for irrelevant values. Gross effect of ALMP — difference between the share of employed persons in the group of ALMP beneficiar-
ies and their share in the group of non-participants. Net effect of ALMP — difference between the group of ALMP beneficiaries and the control group
selected using the kernel method. Positive values mean that the share of employed persons was higher than in the groups of ALMP beneficiaries.

It ought to be borne in mind that the sample selection procedure did not account for stratification for the type of poviat of residence
of the unemployed (defined, for example, as poviats belonging to particular clusters — see Section 3.3.2 or Bukowski et al. 2006, Part
Il). Therefore, the actual distribution of the unemployed by poviat type is slightly different to that in the sample (see Appendix V). For
instance, in the group of participants of training and apprenticeship or on-the-job training programmes, such clusters as agricultural
and industrial areas, former state farms and low-productivity agriculture are underrepresented in the sample. At the same time, the
share of unemployed people who took up employment — among ALMP participants and others alike — clearly varies between clusters.
Moreover, as suggested by Chart V.20, the effectiveness of ALMP may depend on local labour market conditions.® Trainings proved
effective above all in poviats classified as agricultural and industrial areas (net effect at 29 percentage points), whereas apprenticeship
and on-the-job training — in former state farms. This means that on the national level the net effect of trainings was probably slightly
greater than shown in Table V.8, whereas the selection effect was actually slightly smaller. A similar — although probably weaker, rela-
tionship emerged in the case of apprenticeship and on-the-job training.

Chart1V.20.

Effectiveness of trainings (left graph) and apprenticeship or on-the-job training (right graph) by poviat type
(in percentage points)
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Gross effect of ALMP - difference between the share of employed persons in the group of ALMP beneficiaries and their share in the group of
non-participants. Net effect of ALMP — difference between the group of ALMP beneficiaries and the control group selected using the kernel
method. Positive values mean that the share of employed persons was higher than in the groups of ALMP beneficiaries.

Source: Own calculations based on the PULS system and on CATl research

“This analysis has been carried out for training and apprenticeship or on-the-job training programmes. Other ALMP categories have been left out due to insufficient sample size.

152



Employment in Poland 2007 Active policies in a flexible labour market

Active labour market policy effectiveness in Poland - effectiveness of ALMP programmes and their recipi-
ents and expenditure levels

A glimpse on the ALMP participant structure in Poland in 2006 (see Chart IV.21.) allows a statement that apprenticeship or on-the-job
training and trainings were offered to the unemployed most often. Considerably less people were delegated to do public works or
received assistance in the form of business incentives. It seems therefore that in the case of Poland — contrary to some other countries
(see Chapter 1) — there is no relationship between the effectiveness and extent of particular ALMP programmes. Policies used on a rela-
tively large scale, i.e. trainings and apprenticeship, as well as those directed to a small number of people, such as business incentives,
turned out to foster employment. Therefore, it cannot be said that large-scale programmes are not effective. Nevertheless, it should
be borne in mind that in international comparison the general impact of ALMP in Poland is not extensive — in 2006 ALMP assistance
(trainings, apprenticeship/on-the-job training, intervention works, public works) was granted only to approx. 20 percent of all unem-
ployed people (of which approx. 9 percent — through apprenticeship or on-the-job training, and slightly less than 6 percent — through
trainings).

ChartIVv.21.
Share of unemployed people benefiting from ALMP assistance in 2006
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The Act on promotion of employment and labour market institutions provides for a definition of persons whose situation in the labour
market is particularly vulnerable and who can benefit from a wider range of ALMP services and instruments than other unemployed.
According to the Act, the youth constitute one of high-risk groups in the labour market. Although programmes directed explicitly to
graduates®' have been liquidated, under-25-year-olds (and in the case of higher education graduates — under-27-year-olds) are still of-
fered a special ALMP forms, namely apprenticeship. It is important to assess the effectiveness of this type of assistance because in the
recent years apprenticeships are the most frequent and most costly — in terms of aggregate cost — ALMP instrument in Poland.

As emphasised in Chapter 1, international experience indicates that activation programmes directed to the youth rarely increase their
chances of finding and maintaining unsubsidised employment. The assessment of programmes implemented in Poland is not ex-
plicitly positive either (see Chart IV.22.).>? Although in the group of participants aged 18-24 trainings increased the share of employed
people by approx. 9.7 percentage points, it seems that this impact was smaller than in the age group 25+. Participation in intervention
works did not largely affect the ability to find jobs of both over-25-year-olds or the youth. It is worth stressing, however, that apprentice-
ship proved to be an effective form of assistance to young people but only in the case of programmes for young people with relatively
low qualifications, i.e. with secondary or lower education (see Chart IV.22,, right graph). Participation in apprenticeship programmes
increased the share of employed people in this group by 15.7 percentage points. What is more, these measures were directed to those
unemployed people who really needed assistance most — this was so because the net effect of ALMP outweighed the gross effect.

*I Namely programmes Absolwent (Graduate) and Pierwsza Praca (First Job).
*2 No analysis was conducted for public works, business incentives, job counselling and job broking due to insufficient sample size.

153



Employment in Poland 2007 Active policies in a flexible labour market

Chart 1V.22.
ALMP effectiveness by programme, age group and education level (in percentage points)

Effectiveness by programme and age group Effectiveness of apprenticeship by education level
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Source: Own calculations based on data derived from the PULS database and CATI research

Results of the assessment of apprenticeships for young people with post-secondary or higher education qualifications were different.
These programmes proved ineffective and were characterised by a strong participant selection effect — although the gross effect went
up to 10 percentage points, the net effect was insignificant. At the same time, on-the-job trainings (i.e. assistance similar to apprentice-
ships but addressed to people in vulnerable labour market situation aged 25+) turned out to be pro-employment — participation in
this form of assistance increased the share of employed people by 11.5 percentage points.

In accordance with the Act on promotion of employment and labour market institutions, the long-term unemployed also fall in the
group of people whose situation in the labour market is vulnerable. Targeting these people with ALMP assistance is justified because
of high risk of withdrawal from the labour force and of social exclusion as well as of difficulties in going back to employment without
assistance. In some OECD countries (e.g. Denmark and Sweden), the long-term unemployed are obliged to participate in active forms
of assistance, whereas in others, participation in ALMP is not obligatory but the long-term unemployed are targeted with the most ex-
tensive, personalised programmes. The active labour market policy model in Poland seems to differ from the above-mentioned trends
— the scale of ALMP offered to the long-term unemployed is smaller than that offered to unemployed people in general (in 2006, 20
percent and 17 percent respectively>). Moreover, the long-term unemployed are involved above all in public works (88 percent of all
participants) and much more seldom in trainings (40 percent of all participants) or apprenticeship/on-the-job training (33 percent of
all participants). Therefore, the long-term unemployed are mainly targeted with ALMP programmes whose effectiveness in increasing
the chances of engaging in work are doubtful.

Thanks to data derived from the survey as well as from the PULS system we were able to assess the effectiveness of ALMP programmes
with respect to unemployment duration. We have distinguished two categories of unemployed people — those being out of employ-
ment for less than 12 months (from last registration) or for 12 months and longer. Although this distinction differs from the statutory
definition (pursuant to the Act, a long-term unemployed person in Poland is a person who has been out of employment for a period
of at least 12 months over the previous 2 years), we believe that it does not move away from it too much and it reflects the problem
of long term unemployment.

The PSM analysis indicates that the impact of ALMP programmes on the chances of moving to employment (net effect) was not very
varied depending of unemployment duration of their participants (see Chart IV.23.).> The impact of intervention works was insignifi-
cantin the groups of long- and short-term unemployed alike. Programmes that proved effective in increasing the chances of engaging
in work in the case of both these groups were trainings and apprenticeship or on-the-job training, where the impact of trainings was
probably greater in the group of people staying out of employment for a period shorter than a year. Moreover, among ALMP partici-
pants being out of employment for a period longer than a year, the selection effect was more pronounced. This was the case above
all for apprenticeship/on-the-job training. As much as the short-term unemployed who participated in this ALMP program on average
stood less chance of finding a job than other short-term unemployed (the net effect of ALMP outweighs the gross effect), in the group
of people staying out of employment for a period longer than a year the situation was opposite — it was people with better prospects
in the labour market who participated in ALMP programmes (the gross effect outweighs the net effect). The strong selection effect
among the long-term unemployed probably results from the fact that ALMP assistance was addressed above all to people staying out
of employment for a relatively short time —i.e. for a period of 1 to 3 years, whereas in the case of the long-term unemployed who were

%3 These data refer to assistance under public works, intervention works, trainings, apprenticeship/on-the-job training. They do not cover, among others, job counselling and job broking.
These data has been derived from the report MPiPS-01 with appendices.

*\We have assessed the effectiveness of trainings, apprenticeship, on-the-job training, intervention works, job counselling and job broking. No such assessment has been carried out for
public works and business incentives due to insufficient sample size.
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not covered by any assistance this group was smaller. Therefore, it can be assumed that the share of people registered as unemployed
who were actually economically inactive was greater among the long-term unemployed not participating in ALMP than among active
labour market policy beneficiaries. This would explain the extensive gross effect and relatively small net effect of ALMP.

Chart IV.23.
ALMP effectiveness by programme and unemployment duration (in percentage points)
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Gross effect of ALMP - difference between the share of employed persons in the group of ALMP beneficiaries and their share in the group of non-
participants. Net effect of ALMP — difference between the group of ALMP beneficiaries and the control group selected using the kernel method.
Positive values mean that the share of employed persons was higher than in the groups of ALMP beneficiaries.

Source: Own calculation based on data derived from the PULS database and CATI research

The PSM analysis indicates also that there are certain differences when it comes to the impact of job counselling and job broking. In the
case of the short-term unemployed, this type of assistance proved counter-effective in terms of chances of moving to employment,
whereas in the case of people being out of employment for a period longer than a year — insignificant. This confirms the hypothesis
that job broking offered by PUPs may in fact reduce individual job-searching attempts. As much as this fact does not considerably
affect the chances of moving to employment in the case of the long-term unemployed (since they would not make any individual
job-searching attempts anyway or they would do so but ineffectively), the chances of short-term unemployed decrease because their
individual job-searching attempts would probably be more effective than those assisted by PUPs (for instance, due to greater motiva-
tion, social contacts).

Empirical findings also suggest that the impact of participation in ALMP on employability may depend on participants’ gender (see
Chapter 1). Some programmes seem to be particularly effective for men, whereas others primarily help women (see, for instance, Mar-
tin Grubb 2001). In the case of Poland, analysing ALMP effectiveness across the gender divide is plausible to the extent that participant
structures for particular assistance forms vary in this respect. In the case of apprenticeship, there are clearly more female participants
(approx. 70 percent), whereas in the case of public works and trainings — more men. Nevertheless, the PSM analysis suggests that the
impact of ALMP programmes in Poland did not essentially vary for participant gender. Notwithstanding the above, trainings appeared
to have a slightly stronger effect on the employability of men rather than of women (net impact at 14.6 percentage points compared
with 10.5 percentage points), whereas apprenticeship and on-the-job training — quite the opposite (impact at 11.6 and 9.1 percentage
points for women and men respectively). As for participation in intervention works, it did not affect the employability of women or
men.>

ALMP effectiveness versus expenditure levels

The analysis presented above suggests that the existing structure of expenditure on ALMP in Poland does not secure an effective al-
location of available funds. Too little importance is given to trainings which have proven to be the most effective and the cheapest
(calculated per person) form of assistance. In 2006, 10 percent of all ALMP expenditure in Poland was spent on trainings, i.e. similar
amount as that spent on intervention works, which are not only ineffective in increasing the chances of the unemployed to find jobs
but which are also twice as expensive as trainings (see Chart IV.24.). Moreover, training assistance to the unemployed has not been well

*>No analysis has been carried out for public works and business incentives because of insufficient sample sizes.
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targeted in Poland, meaning that it has been characterised by a rather strong selection effect. Some 60 percent of the gross effect (or
the difference between the share of employed persons in the group of ALMP beneficiaries and their share in the group of non-partici-
pants) were due to the actual impact of trainings on participants’skills and their chances in the labour market, whereas the remaining
40 percent - to the fact that participants of training programmes are essentially unemployed people with social and demographic
characteristics that on average secure better chances of engaging in work.

Chart1Vv.24.
ALMP effectiveness - net effects versus expenditure in 2006
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Expenditure do not add up to 100 because certain ALMP forms have been left out. The analysis does not account for job counselling and career
advisory services due to it being impossible to isolate expenditure on these two forms of assistance.

Source: Own calculations based on Eurostat and data derived from CATI

Business incentive grants — although they seem to effectively assist the unemployed in their attempts to return to work, are very costly.
This is the reason why in 2006 relatively few unemployed people benefited from this form of assistance (34,900) even though approx.
18 percent of all ALMP expenditure was spent on it.

Most importance — both in terms of expenditure and number of participants, is currently given to apprenticeship and on-the-job train-
ing, which in 2006 consumed approx. 41 percent of all ALMP expenditure. It has to be borne in mind, however, that the effectiveness
of the above forms of assistance varies significantly. On-the-job training seems to help the unemployed similarly to trainings. As for ap-
prenticeship, as much as they increase the employability of the youth with relatively low professional qualifications (secondary educa-
tion qualifications or less), in the case of university and vocational college graduates, they do not generate net profit but dead-weight
loss only. Moreover, the average cost of apprenticeship / on-the-job training is relatively high — it amounts to almost three times the
cost of a training programme. Whether the use of this form of assistance is sensible or not largely depends on what group it targets.

Based on the presented microeconometric analyses it can be concluded that:

° the current ALMP expenditure structure in Poland does not secure an effective allocation of funds. In particular, insufficient
amounts are spent to finance trainings which have proven to be a cheap and effective way to increase the employability of
the unemployed. At the same time, effective ALMP activities — such as trainings, business incentives, apprenticeship and on-
the-job training, were characterised by a considerable dead-weight loss effect — beneficiaries of assistance included above
all people with relatively better chances in the labour market. This was the case particularly for programmes addressed to
over-25-year-olds.

° public works and intervention works do not have any considerable impact on the chances of moving to employment and
therefore they can serve above all as a way to test unemployed people’s readiness of take up work.

° assistance from job counsellors and job brokers at best had a marginal impact on the chance of engaging in work or it could
even reduce such chance — most probably due to it suppressing individual job searching attempts.

° the effectiveness of ALMP programmes targeting the youth was varied. Apprenticeship addressed to young people with

relatively low professional qualifications, i.e. secondary education or less, proved highly effective. Support to vocational
colleges and university graduates did not generate any additional net effects.

° assistance offered to the long-term unemployed, who experience greatest difficulties in moving back to employment,
appears ineffective. These people received assistance under ALMP slightly less often than short-term unemployed (active
policies covered 17 percent of long-term unemployed compared with 20 percent of unemployed in total), moreover, they
benefited above all from public works and intervention works, i.e. ineffective ALMP forms.
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Summary

In the last couple of years in Poland there has been an increase in expenditure on active labour market policies both in aggregate
terms (which resulted from changes in expenditure levels by the Labour Fund on other projects as well as from its growing income
and greater availability of funds from the European Social Fund) and per unemployed person (which also resulted from falling numbers
of unemployed people). At the same time, however, total expenditure on ALMP in Poland is still significantly lower than the Western
European average, especially if calculated per unemployed person, but close to expenditure made in other Central and Eastern Euro-
pean countries.

There is a lot of potential for ALMP use in Poland due to the maladjustment of worker qualifications on the labour market and the
resulting continuously high rate of unemployment irrespectively of the growing staff shortage. Active labour market policies may and
ought to be used to reduce the scale of the above problems. In the case of Poland, their special role should include also preventing the
unemployed from withdrawing from the labour force and helping them engage in productive employment — especially in the case of
those with low qualifications, at risk of withdrawal and exclusion from the labour market.

The above tasks can be completed using a wide range of labour market policy instruments which resemble those used in other coun-
tries. Presently, particularly thanks to the statutory changes introduced in 2004, Poland has got the legal and institutional framework to
effectively implement all key labour market programmes. At the same time, when it comes to the allocation of funds, in Poland, much
more often than in Western Europe, it is policies whose effectiveness is doubtful — such as public works, which are financed at the cost
of more effective instruments. The tasks in the area of job broking and job counselling have been particularly neglected. At the same
time, in the last couple of years there have been some positive changes in the scope of expenses and numbers of beneficiaries — both
in terms of their aggregate levels as well as beneficiary structures by programme.

The analysis of effectiveness of particular active policies in Poland confirms that a part of funds assign on active labour market policies
does not transform into their beneficiaries having greater chances of finding jobs. In particular, intervention works and public works do
not have any significant effect on employability and therefore they may only serve as a test of readiness to take up work or as a way to
prevent social exclusion — by securing income and social contacts.

At the same time, pro-employment ALMP programmes - i.e. trainings, business incentives, apprenticeship and on-the-job training,
were accompanied by a considerable deadweight loss effect. This means that assistance was granted to those unemployed people
whose labour market situation was actually relatively good, whereas the most difficult cases were being neglected. At the same time, it
ought to be borne in mind that ALMP, and particularly the most complex and costly forms of assistance, are intended above all to assist
those at risk of long-term unemployment and social exclusion. Therefore, it seems that ALMP targeting should be more careful — we
should define special labour market groups to narrow them down or move away from directing ALMP to predefined target groups
and introduce “profiling’, or personalised assistance to the unemployed based on early identification of people at risk of long-term
unemployment. The above solutions have been implemented in a growing number of OECD countries.

The analysis of ALMP effectiveness also leads to a conclusion that job broking and job counselling as offered by PUPs do not fulfil their
fundamental role, i.e. that of streamlining the mechanisms and lowering the cost of job searching in the labour market. Assistance from
a job broker or counsellor at best has a marginal effect on the chances of the unemployed to take up work and it may in fact lower
them — probably because it hinders individual job-searching attempts. According to international experiences confirmed by other
empirical studies, these results should not be interpreted as proof that this form of assistance per se is ineffective. They indicate rather
that the Polish system of job broking and job counselling is faulty. International experiences show that job search assistance and job
counselling constitute the most effective forms of assistance, especially in the case of short-term unemployed people with relatively
good prospects for returning to the labour force. Hence, it appears that Poland needs not only that greater outlays to be made to
support this cause but also that more emphasis is put on increasing the quality and accessibility of services on offer, for instance, by
modifying the currently applied instruments and standards and by extending cooperation between labour offices and employers. The
above remarks of course do not necessarily have to concern all labour offices in Poland but generally their performance in the area of
job broking and counselling has no significant effect on the situation of the unemployed.

The results of the study indicate also that the effectiveness of assistance offered by PUPs to the young varies. Apprenticeships proved
very effective, although mainly in the case of programmes targeting young people with relatively low qualifications. Assistance to
post-secondary and higher education graduates did not generate any net profit, which is an argument in favour of suspending it. Our
analysis suggests that the assistance targeting the long-term unemployed who experience greatest difficulties in returning to the
labour force without assistance is insufficient. Firstly, these people tended to benefit from assistance under ALMP less often than the
short-term unemployed; secondly, they participated above all in public and intervention works, i.e. those ALMP forms which do not
increase the chances of engaging in unsubsidised work. At the same time, the effectiveness of instruments such as trainings or ap-
prenticeships directed to the long-term unemployed does not appear to be lower than when directed to the short-term unemployed.
Therefore, it can be hoped that better adjustment of the offer of public employment services will help to reduce unemployment in its
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most severe, structural part. The results of the study also suggest that the long-term unemployed participants of trainings, apprentice-
ship and on-the-job training included above all people staying out of employment for a relatively short period of time (mostly from
1to 3years). It can thus be suspected that too little attention is currently paid to bringing back to the labour market those people who
are at highest risk of social exclusion, including the actually inactive. Improvement in this respect will require changes in how labour
offices operate and in particular that they improve their attempts to get through to the unemployed, monitor their job searches and
verify their actual labour market status.

Presently, in Poland, there exists no comprehensive approach to assistance to the unemployed. It is more and more common in OECD
countries that so-called personalised action plans are developed. They are contracts between labour offices and unemployed people
which state what forms of assistance the latter may obtain but also what actions they should undertake to return to the labour force.
More attention is also paid to cooperation between labour market and social welfare institutions, personalisation of ALMP assistance
and its progression — from cheapest and simplest (in the case of short-term unemployed with high chances of finding a job) to more
complex forms of assistance (in the case of people experiencing real problems with returning to the labour force without assistance).

A different, although also significant, problem is that of increasing the access to and quality of information about available policies
as well as about the experiences of people covered by them — thanks to such information studies similar to that carried out for the
purposes of this Report could be executed more frequently and provide more detailed knowledge about how to shape the labour
market policy in Poland.

158



Conclusions for the economic policy



Employment in Poland 2007 Conclusions for the economic policy

In 2003-2007, the labour market in Poland made the most of the economic upturn and fully absorbed the unemployment growth and
employment decline of 1998-2002. Hence, almost 10 years after the Russian crisis, both the unemployment and employment rates
went back to the levels seenin 1997, which, in this respect, was the best year of the entire transition period. Nevertheless, the creeping
economic downturn in the world and in Europe heralds a slowdown in Poland’s economic growth — probably in two or three years'
time. Therefore, we should envisage a possibility of not only the recently high rates of unemployment decline and employment growth
slowing down but also of these trends being reversed with time.

Macroeconomic policy — does it serve the labour market or does it not

As argued in Part |, the so-called aggregate shocks are of key importance for the economic situation. This means also that fluctuations
in unemployment and employment rates are mainly induced by disturbances which hit a large number of businesses operating in
a given country over a short period of time and which consequently affect most households involved in the labour market. Public
authorities may — as recommended by Keynes, try to counteract such fluctuations by applying certain fiscal and monetary policy
instruments in order to stimulate or inhibit aggregate supply by increasing or reducing the budgetary deficit on the one hand, or by
affecting the alternative cost of money in the form of nominal interest rates. Our analysis, as presented in Part |, suggests, however, that
the above-mentioned task is very difficult. This is so because the government and the central bank operate under the conditions of
limited information base, which may lead to erroneous decisions that enhance rather than mitigate cyclical fluctuations, especially if
combined with incomplete recognition of mechanisms of monetary and fiscal impulse transmission (typical for countries under transi-
tion) as well as with lack of essential instruments and models which help to correctly identify shocks that hit the economy.

The results of the macroeconomic structural model presented in Part | suggest that this is exactly the kind of situation that we saw in
Poland in 2001-2002, when the Central Bank in Poland considerably tightened its monetary policy by increasing the real interest rates
in reaction to a supply shock which had an effect on relative prices but essentially did not affect general price levels. The presented
results demonstrate that the application of this monetary policy — like not other in Central Europe at that time — in Poland led to un-
employment growth of approx. 1 percentage point above the level dictated by the consequences of the Russian crisis as well as of
the cyclical economic slowdown which reached its zenith at the beginning of 2002. One key lesson from this experience is that it is
necessary to review the information base which is used in the process of making monetary policy decisions. This is so because it seems
that, compared with other European countries, Poland distinguishes herself by paying too much attention to supply shocks, such as
changes in prices of raw materials and food products as well as changes in wages, which have an impact on relatives prices and real
variables rather than on the level of inflation (understood as the rate of aggregate price growth in medium and long term). Such em-
phasis on the importance of supply shocks in monetary decision-making seems to obscure the key impact on inflation of strictly mon-
etary shocks which directly concern the aggregates M0-M3, including above all changes in the consumer credit dynamics. The hitherto
practices appear to boost rather than minimise the risk of Poland’s economy incurring too large a cost of its disinflation policy.

As for fiscal policy, it should be emphasised that its traditional definition as government policy that attempts to control demand by
increasing or reducing the budgetary deficit, is definitely too narrow in the case of Poland — as well as of most countries in the region.
This is so because although both theoretical and empirical research demonstrates that the attainment of macroeconomic stability,
or a balanced budget throughout the economic cycle, is very much desired, at the same time - as indicated already in the previous
issues of Employment in Poland, it is not so much the budgetary balance but the structure of financial flows on the expenditure side
of the budget that are of key importance for the Polish labour market. As described in Part |, the persisting negative trend in labour
supply, which has been continued in Poland irrespective of fluctuations in the economy or labour supply, clearly demonstrates that it
is the adopted social policy model which encourages people in pre-retirement age to withdraw from labour force that plays a key role.
It is also this model that should be seen as a source of negative labour supply impulses which we identify in Part | and which are of
crucial significance in the context of the gap between Poland’s labour market and those in the neighbouring countries. It is absolutely
necessary to review this model by applying lower transfer expenditure in order to enhance labour supply and employment growth in
medium and long term. International experience indicates very convincingly that the elimination of social transfers targeting working
age people who are able to contribute to the labour market translates fully into participation and employment growth and generally
remains neutral for unemployment. Combined with appropriate readjustments of active labour market policies, which, as demon-
strated in Part IV, are not directed to over-50-year-olds, such policy would make it possible for Poland to move on from the ineffective
welfare state model to the modern work-fare state model, based on security and flexibility (flexicurity).

Labour market regulation flexibility, wage rigidities and absorption of macroeconomic disturbances
In Part Il we argue that, compared with other countries in the region, the Labour Code in Poland poses relatively few obstacles and
costs when it comes to entering into and terminating a traditional employment relationship. Therefore, it can be claimed that — contra-

ry to popular opinion - this fairly low stringency of labour legislation as well as continuing changes in the model and structure of work
contracting in Poland helped to absorb the cyclical slowdown of 2001-2002 and brought unemployment to levels which no longer
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distinguished Poland negatively from other European countries. At the same time, it ought to be borne in mind that a considerable lib-
eralisation of the Labour Code came above all in 2002-2004, that is long after the Russian crisis occurred and its negative consequences
hit the Polish economy. In 1999-2000, in turn, the strictness of employment protection legislation was much greater.

It seems that one of the macroeconomic consequences of this state of things, i.e. of relatively greater protection of interests of working
people than of the unemployed, was the lowering of the degree of wage compression in 1999-2001, which should have taken place in
the face of the fast-growing unemployment and plunging capital productivity. Although the econometric structural model presented
in Part | indicates that “favourable” - from the point of view of employers, developments in wage dynamics prior to the Russian crisis
were the reason why the reaction of wage mechanisms to this crisis was not a particularly potent factor which would intensify its
consequences. Nevertheless, as the economic slowdown persisted, a visible reduction of its costs in the labour market required that
wage demands be clearly lowered. It can be assumed that, after 2001, the liberalisation of the statutory provisions, which increased
the bargaining power of the unemployed in relation with the employed, made it possible to lower the unit cost of labour and con-
sequently produced employment growth and unemployment decline. This phenomenon illustrates the importance of institutional
solutions, which affect the swiftness of real wage adjustments to changes in the macroeconomic environment, for speedy absorption
of macroeconomic shocks.

This means also that any and all potential amendments to the applicable regulations as well as changes in the institutional labour
market structure in the coming years must account not only for the needs of those in employment but above all of the unemployed.
One example of a tool that favours the former at the expense of the latter is the minimum wage. Rising the minimum wage leads to
the compression of working people in the bottom segments of the earnings distribution, however, at the cost of higher unemploy-
ment. This concerns above all those markets where the ratio of the minimum to average wage is particularly high. In the context of
adaptability of the Polish economy to macroeconomic disturbances, there are two characteristics of the existing construction of the
minimum wage that should be assessed negatively. Firstly, it is the indexing mechanism which —in a couple of years'time — may lead
to a considerable increase in the minimum wage and thus swell the level of natural unemployment. Secondly, it is the use of the same
minimum wage across the country, irrespective of inter-regional (both between and within voivodeships) differences in unemploy-
ment levels and unit labour cost. By making indexing mechanisms more flexible and by allowing differences in the minimum wage
depending on the situation in local labour markets, it would be possible to eliminate wage rigidities that are inherent in the legal sys-
tem and thus to increase the ability of the Polish economy to adapt to macroeconomic disturbances. Such changes would also make
it possible to better weigh out the interests of those in and out of employment. From a broader perspective, all labour market policies,
including negotiations at the level of the Tripartite Commission, should focus on the security of all labour market participants and not
on the protection of existing jobs, as it often used to be the case in the past.

The analysis presented in Part Il provides an additional context to the above problem. It indicates that the wage arrangements used in
the public sector are ineffective, especially in state-owned production and services companies as well as in public administration. On
the one hand, this inflexible remuneration system increases the wage cost, and on the other hand, it limits down the possibilities of at-
tracting highly qualified personnel. For the most part of the public sector, however, this problem could be remedied thanks to speedy
privatisation of state-owned companies. In those areas where this solution cannot be applied, for instance in public administration, it
is necessary that far-reaching modernisation of pay systems be carried out and that they be based on individual worker productivity
and not — as it has been so far, on seniority and bargaining power. Moreover, it is desirable that the existing pay structure in admin-
istration be reviewed to shift some part of wage funds from lower-qualified workers to highly-qualified specialists. Another plausible
remedy that could lower the cost of simple services (e.g. cleaning, building administration) in public institutions and units is to resort
to outsourcing more often.

A typical employment forms and assistance to vulnerable labour market groups

In Part Il we emphasise the importance of the notion of adaptability to changes in the labour market, which is still very seldom referred
to in Poland. We define adaptability as an ability of labour market participants to deal with various challenges encountered at different
stages of life and professional career and concerning the allocation of time to work, household duties, other commitments and leisure.
Understood as such, adaptability is two-dimensional — one dimension has to do with changes in the market environment and the
other is determined by the evolution of labour market position as professional career unfolds over lifetime. The arguments presented
in Part Il convince that the numerous opportunities that atypical employment forms could open up in terms of market participation
of people facing the choice between work and family duties or those who find it difficult to engage in full-time work due to age or
health reasons, are largely neglected.

In the area of legislation, Poland has essentially caught up with other countries, whose regulations better suit the use of atypical
employment arrangements in a bid to increase labour market participation among groups whose status is more vulnerable, such as
young inexperienced workers, women with children and older people who require relatively longer periods of rest during working
week. This means that there are crucial challenges in the scope of information policy propagating flexible work arrangements among
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both employers and employees and their representatives, such as trade unions. It is necessary to shift emphasis in the social dialogue
and reinforce views that the modern labour market requires rather that its participants be protected and able to adapt than exist-
ing jobs maintained at all cost. It is exactly atypical employment arrangements, which reconcile the need for flexibility of the part of
employers with security and adaptability on the part of employees aided, in case of redundancy, by active labour market policies, that
can prove the most suitable remedy in a great number of cases.

Active labour market policies and assistance to the unemployed and economically inactive

In Western European countries, their transition from welfare to workfare state involved a gradual changeover from the passive social
policy model, based on direct money transfers directed to the unemployed and economically inactive, to the active model with ac-
tive labour market policies (ALMP) at its core. The key role of ALMP is to reconcile high adaptability and flexibility of the economy with
guarantees of basic social security and stability to all citizens, especially to those who are most vulnerable to the negative results of dis-
turbances and economic changes. Presently, in Western European countries, the extent of policies intended to activate unemployed
and economically inactive people is much greater than their average scale twenty years ago. This is not the case for Poland. In Poland
expenditure on ALMP is in European terms relatively low, although there has been some considerable change in this respect over the
last couple of years. It can be said that Poland now finds herself at the beginning of the process of improving the instruments that are
necessary to replace passive strategies for solving social problems with a more active approach.

Therefore, it is even more essential to draw from international experience and from the current state-of-the-art diagnosis, to develop
ALMP in such a way that they would best serve their purpose, which boils down to helping unemployed people to quickly find satis-
factory employment. Thanks to the results of empirical research — presented in Part IV, consisting in a study of an countrywide group
of ALMP beneficiaries in comparison with an appropriately selected control group, it is possible to formulate some recommendations
concerning the evolution of ALMP in the next couple of years. Firstly, we point out that it is necessary that the existing expenditure
structure be reviewed in order to make sure that available funds are allocated in a more efficient way. This means that we should en-
gage less in those forms of assistance which prove hardly effective or even ineffective, including public and intervention works, and
that they should be replaced with less costly instruments which play a different role, such as useful community work. On the other
hand, outlays on the financing of trainings should be increased, especially that trainings prove to be a cheap and effective tool when
it comes to increasing chances of the unemployed to find jobs. At the same time, however, in the case of these training programmes,
although their net effectiveness is not subject to any doubt, it is absolutely necessary to control the scale of their by-product in the
form of deadweight loss, meaning the amount of outlays spent on assistance to those who do not really need it. We argue that apart
from reallocating funds from inefficient to efficient initiatives, it is necessary to review the process of selecting people who are offered
assistance. In the case of trainings, a more careful selection must focus above all on those unemployed people for whom this compe-
tence gap is particularly wide. What is more, the existing selection process for training programmes must be changed because in its
current form it favours those unemployed whose skill deficits are relatively small. Similarly, as far as internships are concerned, it seems
particularly important to move away from financing internships for people with higher education degree and place more emphasis
on providing such opportunities to young people with relatively low professional skills.

In a longer-term perspective, it seems that, following the example of other OECD countries, we should gradually resign from address-

ing ALMP to pre-defined target groups and strive to “profile them individually, or provide individualised assistance to the unemployed,
based on earlier identification of individuals facing long-term unemployment.
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APPENDIX I. ALMP spending in the EU countries in 1995-2005

Table IV.1.
ALMP spending in the EU countries in 1995-2005

Country ALMP expenditure as a ALMP expenditure as a percentage of ALMP expenditure per
percentage of GDP total labour market expenditure unemployed as a percentage of
GDP per working age person
1995 2000 2005 1995 2000 2005 1995 2000 2005
Austria 036 05 0.62 254 404 29.1 0.09 0.14 0.12
Belgium 1.37 1.31 1.08 334 374 313 0.14 0.19 0.13
Czech Republic 0.14 0.21 0.25 519 429 51.0 - 0.02 0.03
Denmark 1.88 1.58 1.74 299 343 409 0.28 037 0.36
Estonia 0.1 0.1 0.1 - - 36.7 - 0.01 0.01
Finland 1.54 1 0.89 285 322 319 0.10 0.10 0.1
France 1.29 1.31 0.9 42.2 444 357 0.12 0.15 0.10
Germany 1.26 1.16 0.97 453 489 29.2 0.16 0.15 0.09
Greece 032 0.19 0.06 415 327 - 0.03 0.02 0.01
Hungary 042 0.39 0.29 320 453 42.7 - 0.06 0.04
Irlandia 1.63 0.79 0.63 375 499 432 0.13 0.19 0.15
Ireland 0.18 0.5 0.54 15.5 442 39.7 0.02 0.05 0.07
Luxembourg 0.19 0.29 0.52 24.7 40.3 43.7 0.07 013 012
Lithuania 0.2 0.2 0.22 - - 64.0 - 0.01 0.03
Latvia 0.2 0.1 0.21 - - 395 - 0.01 0.02
Netherlands .11 147 133 27.7 52.7 39.7 0.17 0.53 0.28
Poland 04 0.23 043 18.7 224 333 0.01 0.02
Portugal 0.78 0.58 0.69 464 39.0 349 0.11 0.15 0.09
Slovakia 0.76 032 0.18 63.8 276 - - 0.02 0.01
Slovenia 0.64 0.49 034 - - - - 0.07 0.05
Spain 0.51 093 0.78 18.1 40.9 35.0 0.03 0.08 0.08
Sweden 223 1.31 1.32 51.0 49.7 524 0.25 0.23 0.18
Great Britain 0.44 0.36 0.49 327 54.1 72.1 0.05 0.07 0.10
EU15 average 1.01 0.88 0.84 333 42.7 399 0.12 0.18 0.13
@ASS average 036 0.26 0.25 - - 44.5 - 0.03 O.O3J

Source: OECD, EUROSTAT
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APPENDIX Il Microeconometric analyses of ALMP effectiveness — summary of results

Table IV.2.
Microeconomic studies of effectiveness of training programmes

K Study

Conclusions \

Place and period
of observation

Methodology

Western Europe

Weber, Hofer Austria, Hazard model Men and total population: extension of the average unemployment

(2003) 1999-2000 spell, women — no impact

Cockx (2003 Belgium, Control function Shortening of the average unemployment spell by 4-6 months
1989-1993

Cavaco, France, Duration model Employment probability higher by 8 percentage points, benefits

Fougere, Pouget | 1995-1998 greater for highly-qualified workers

(2005)

Fitzenberger, Germany, Propensity score Western Germany: negative effect (lock-in) in the short term,

Speckesser 1993-1997 matching strongly positive impact on employment in the long term,; Eastern

(2005) Germany: negative effect (lock-in) in the short term,— marginally

positive impact in the long term
Hujer, Wellner 1985-1992 Propensity score Short trainings more effective than long ones; Western Germany:

(2000)

Western Germany

1990-1992
Eastern Germany

matching

shorter average Eastern

no substantial effect

unemployment  spells; Germany:

Lechner, Miquel,

Western Germany

Propensity score

a) Employment — short trainings: considerable positive impact

Wunsch (2004) 1993-2002 matching in the short and long term (up to 7 years after the completion
of a training), long trainings: considerable positive impact in the
short term, no impact in the long term; internships: no impact, b)
Unemployment — no substantial impact, ¢) Wages — considerable
positive impact in the case of long and short term trainings
Arellano (2005) Hiszpania, Proportional Positive effects, especially for women
2000-2001 hazard model
Skandinavia
Rosholm, Svarer | Dania, Hazard model Extension of the average unemployment spell; “threat effect”
(2004) 1998-2002 occurs
Graversen Dania, Timing-of-events Extension of the average unemployment spell (analysis only
(2004) 1994-1998 on a group of men aged 25 and more)
Hamaldinen Finlandia, Binomial probit Higher probability of employment
(2002) 1989-1994 model
Central and Eastern Europe
Leetmaa Estonia, Propensity score Higher probability of employment by 4-6 percent after one year
Vork 2000-2002 matching and by 8-12 percent after two years following the registration in an
(2004) employment office; no impact on wages
Puhani Polska, Matching, model Strong negative impact on male unemployment rates (average drop
(1998) 1992-1996 trwania of 10-15 percentage points), in the case of women — considerable
negative impact only in the first month after the completion of
a training programme
Kluve, Lehmann, | Polska, Matching Positive impact on employment levels
Schmidt (2005) 1992-1996
Lubyova, Slovakia, Duration model Higher probability —of transitions from  unemployment
van Ours (1999) 1993-1998 to employment; considerable impact for men and women alike
van Ours (2000) | Slovakia, Duration model Higher probability —of transitions from  unemployment
1993-1998 to employment; no impact on the length of re-employment

Source: Own elaboration, Kluve et al. 2005
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Table IV.3.

Microeconometric studies of effectiveness of employment subsidies in the private sector and direct job creation

in the public sector

-

~

\_

Study Place and period Methodology Conclusions
of observation
Western Europe
Jaenichen Germany, Propensity score In the private sector: considerable shortening of the average
1999-2001 matching unemployment spells
(2002)
Skandynawia
Rosholm, Svarer Denmark, Timing-of-events, In the private sector: considerable shortening of the average
(2004) 1998-2002 hazard model unemployment spells; in the public sector: extension of the
unemployment spells
Forslund, Sweden, Matching, In the private sector: shortening of the unemployment spells by
Johansson, 1998-2002 Instrumental an average of 8 months, probably considerable indirect effects
variable model (deadweight loss and substitution)
Lindqvist (2004)
Zhang (2003) Norway, Proportional hazard | In the private sector: higher probability of outflows to
1990-2000 model employment; in the public sector: no impact on the probability
of transitions to employment following the programme, lock-in
effect occurs
Graversen (2004) Denmark, Timing-of-events In the public sector: extension of the average unemployment
1994-1998 spells (analysis on a group of men aged 25 and more)
Natti, Aho, Halme Finland, Regression (cross- In the public sector: fall in employment levels
(2000) 1990-1995 sectional data)
Carling, Gustafson | Sweden, Hazard model, In the private sector: average duration of employment is longer
1995-1999 instrumental for beneficiaries of start-up grants than for participants of
(1999) variable model subsidized employment programmes
Central and Eastern Europe
Kluve, Lehmann, Poland, Matching In the private sector: negative impact on employment levels,
Schmidt (2005) 1992-1996 especially for men; in the public sector: negative impact on
employment levels, especially for men
Lubyova, van Ours | Slovakia, Duration model In the private sector: higher probability of transitions from
(1998) 1993-1998 unemployment to employment, especially in the case of
men; in the public sector: lower probability of transitions from
unemployment to employment, especially for women
van Ours (2000) Slovakia, Duration model In the private sector: higher probability of outflows from
1993-1998 unemployment to employment, extension of the duration of

re-employment; in the public sector: decreased probability of
outflows from unemployment to employment, no impact on
the duration of re-employment
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Microeconometric studies of effectiveness of labour market services

Gudy

Place and period
of observation

Methodology

Conclusions \

Europa Zachodnia

Weber, Hofer

Austria, 1999,

model hazardu,

Pozytywne efekty dla krotkotrwale bezrobotnych (kobiet

(2004) 2000 timing-of-events i mezczyzn), brak efektéw dla dtugotrwale bezrobotnych
Crépon, France, modele trwania Istotnie podwyzsza odptywy do zatrudnienia (o 1 p.proc.) oraz
Dejemeppe, 2001-2004 obniza ponowne naptywy do bezrobocia (o ponad 6 p.proc.)
Gurgand (2005)

Hujer, Caliendo, Germany, propensity score Pozytywne efekty dla mezczyzn i kobiet w przypadku
Thomsen, (2005) 2001-2002 posrednictwa pracy

matching

Pozytywne (negatywne) efekty dla kobiet
w przypadku pomocy w poszukiwaniu pracy

(mezczyzn)

Europa Srodkowo - Wschodnia

Terrell, Sorm (1998)

Czech Republic,
1992 -1994

model hazardu

Istotnie skraca okres pozostawania w bezrobociu

/

Table IV.5.

Microeconometric studies of effectiveness of youth measures

Gudy

Place and period
of observation

Methodology

Conclusions \

Cockx, Gobel

(2004)

Belgium,
1998-2000

Proportional hazard
model

Supported employment:

. positive effects for women, for men
o only in the first year
. extension of the duration of employment by 8.7

months for women and by 3.1 months for men

(2002)

2000

Jensen, Rosholm i Denmark, 1996 Experiment Professional training programme for unemployed benefit-takers
with secondary education or less:
Svarer (2003) o no threat effects
° positive impact on transitions from unemployment
to education
° no impact on transitions from unemployment
to employment
Caroleo, Pastore Italy, March-June | Logit model No impact on the situation of labour market participants

\_

Hardoy (2001) Norway, Highest credibility Trainings (general, professional):
1989-1993 model . negative effects;
Supported employment and mixed interventions:
. positive impact on female employment
. no impact in the case of men
Larsson (2002) Sweden, Probit model, Negative impact on wage levels and employability
1985-1995 matching
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APPENDIX I1I. Social and demographic characteristics of respondents by ALMP participation

Table 1V.6.

Selected social and demographic characteristics of ALMP participants and other unemployed groups

~

Aktywna polityka rynku pracy

~

K inhabitants

Non-
internships pa'rticipation
Social and demographic business start-| public intervention | /vocational in ALMP
characteristics up grants works works training trainings
Average age* 343 420 369 256 337 369
Share of men 58.1% 74.3% 58.4% 34.2% 60.8% 44.3%
Share of people with the following
education qualifications:
Primary vocational or lower 33.7% 78.0% 54.1% 17.9% 42.9% 56.9%
Ziﬁ‘ﬁfry (vocational or 40.4% 18.3% 32.5% 56.9% 43.5% 32.0%
Tertiary or post-secondary 26.0% 3.7% 13.4% 25.2% 13.7% 11.1%
Share of people with work experience 204 6% 74,004 4350 % o
before April 2006 75.2% 71.6% 4.0% 5% 69.2% 62.6%
igiﬁ;ﬁ?a”'ed or cohabitating 63.8% 64.2% 50.0% 17.1% 443% 57.2%
Share of people with children* 66.7% 71.6% 58.5% 25.0% 53.5% 66.0%
irifuf]‘;szp'e with children aged 3 13.5% 2.8% 6.2% 8.7% 8.2% 12.8%
irifuf]‘;szp'e with children aged 18 51.9% 40.6% 39.1% 21.5% 38.1% 453%
Place of residence*
Villages 31.7% 61.5% 46.3% 35.9% 30.4% 43.3%
m; gsit:i;p 024,000 21.2% 18.3% 26.8% 20.9% 13.3% 17.1%
a;‘g;g rftA;,OOO - 100000 202% 14.7% 16.3% 21.2% 22.5% 17.4%
%Egéiﬁgggo,ooo ~>00000 12.5% 1.8% 4.9% 11.5% 13.5% 10.5%
a;‘g;g rS]tOSO'OOO ~ T million 12.5% 3.7% 2.8% 6.0% 14.1% 7.6%
Cities of over 1 million 0.0% 0.0% 0.0% 0.9% 3.8%

1.3% J

*asin January 2008 ** as in April 2006

Source: Own calculations based on data derived from, among others, PULS and CATI survey
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APPENDIX IV. Matching procedure

The analysis started off with estimating a series of binomial logit models of participation in given ALMP programmes. Explanatory vari-
ables included factors, which could affect the probability of both participating in ALMP and moving from unemployment to employ-
ment. Consequently, the set of explanatory variables was a slightly modified catalogue of variables from the logit model of transitions
from unemployment to employment.

The set of independent variables included the following:

° Type of poviat, in which a person is registered (in accordance with the classification presented in Employment in Poland 2006,
i.e. Development centres, Suburbs, Towns, Former state farms, Low-productivity agriculture, Agricultural and industrial)

° Type of place of residence (village, town of up to 24,000 inhabitants, city of 24,000 - 100,000 inhabitants, city of
100,000 - 500,000 inhabitants, city of 500,000 - 1 million inhabitants, city of over 1 million inhabitants)

. Education (none or incomplete elementary, elementary, basic vocational, vocational secondary, general secondary,
post-secondary, tertiary)

. Age

° Gender

° Has a child aged 3 or younger (in the second quarter of 2006)

° Lives with a working spouse / partner (in the second quarter of 2006)

° Has professional experience (in the second quarter of 2006)

° Gained extra qualifications at own initiative during 2006-2008

° Length of unemployment in months (in the second quarter of 2006)

Due to the fact that predicted probabilities only served the purpose of matching ALMP participants with similar non-participants, logit
models were estimated without weighting (see, for instance, Todd 1999, Bryson et al. 2002).

The next stage of the analysis involved selecting appropriate control groups. ALMP participants were matched with their “nearest
neighbours” from the group of non-participants, where proximity was understood as a difference between propensity scores'. Two
matching algorithms were tested: nearest neighbour method (with caliper) and kernel method.

Since ALMP beneficiaries were greatly outnumbered by the non-participants, , each ALMP participant was matched with 2 or 3 neigh-
bours from the control group with closest propensity scores. Multiple matching increased the size of the control group, which reduced
standard errors. We applied the version of the algorithm with replacement, which means that individuals not participating in ALMP
could be matched to more than one ALMP beneficiary. Additionally, in order to secure good quality of matches, we imposed a toler-
ance level on the distance between the propensity score of a unit from the treatment group and that of a unit from a control group.
As a result some treated individuals were not matched with controls, which is illustrated in the Table IV.7. Nevertheless, thanks to
the caliper we obtained control groups with observable characteristics insignificantly different from those in ALMP groups.2

Table IV.7.
Number of non-matches

Intervention Internships Business
Method Trainings Public works works / vocational start-up
trainings grants
Qearest neighbour with caliper 13 2 16 30 6 j

The idea behind kernel matching was to associate the outcome of ALMP participants with a matched outcome computed as a kernel-weighted
average of the outcomes of all non-participants. The weights assigned to non-participants are inversely proportional to the distance to a comparator

in the ALMP group.

" And more precisely as the odds ratio (p/1-p) due to oversampling of ALMP participants (see Todd, 1999)

2\We have compared mean values of all variables from the set of independent variables.
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Table IV.8

Average treatment effects of ALMP programmes - estimates using nearest neighbour and kernel matching

~

Treatment effect of

~

Type of ALMP Method ALMP* (weighted Standard error**
difference)
nearest neighbour (NN3) 0.146 0.031
trainings
kernel (epanechnikov) 0.128 0.027
nearest neighbour (NN3) -0.046 0.058
public works
kernel (epanechnikov) -0.037 0.052
nearest neighbour (NN2) 0.020 0.046
intervention works
kernel (epanechnikov) 0.004 0.036
nearest neighbour (NN3) 0.131 0.034
internships / vocational training
kernel (epanechnikov) 0.104 0.030
nearest neighbour (NN3) 0.286 0.058
business start-up grants
kernel (epanechnikov) 0319 0.045

/

* treatment effect of ALMP is understood as a difference of the share of employed in the group of ALMP participants and that in the chosen control

group

** standard errors do not account for the fact that propensity scores were estimated

As demonstrated in Table [V.8,, estimates of average treatment effects of ALMP programmes were not significantly different for the
two methods used. We decided to present the results obtained using kernel matching because it did not require that individuals from
ALMP groups be rejected, it permitted a better balance of covariates within ALMP and control groups and produced lower standard
errors. Hence, estimates obtained using this method seem to be more reliable.
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Table IV.9.
Mean values of covariates in ALMP and control groups selected using kernel method’

( Internships / . . Business start-up\
. L. Public works Intervention works
- professional training grants
Trainings
Covariate .
ALMP | Control b;as ALMP | Control bias [%] ALMP | Control bias [%] ALMP | Control bias [%] ALMP | Control bias [%]
group | group [%] | group | group group | group group | group group | group
Centra rozwoju 022 022 | 05 | 012 | 012 | 03 | 000 | 000 - | 004 | 005 | -48 | 013 | 013 12
Suburbia 004 | 004 | 03 | 007 | 008 | 27 | 000 | 000 - | 004 | 004 | 02 | 012 010 7
Miasta 028 | 028 | 08 | 026 | 025 | 10 | 033 032 | 27 | 022 | 023 | 27 | 018 | 022 | -101
Byte PGR 019 019 | 05 | 022 | 022 | 01 | 044 | 044 | 02 | 031 | 029 | 35 | 025 | 023 | 44
Niskoproduktywne | o 14| 15 | .15 | 018 | 018 | -09 | 018 | 018 | -02 | 026 | 025 | 22 | 016 | 016 04
rolnictwo
Rolniczo- 015 | 015 | -08 | 015 | 014 | 13 | 005 | 006 | -42 | 014 | 014 | 01 | 015 | 015 | -02
przemystowy
m:gztzi do24tys. | o14 | 014 | <16 | 021 | 024 | 74 | 019 | 019 | <06 | 026 | 026 | 16 | 020 | 019 43
miasto 24-100tys. | >3 | 023 | 11 | 022 | 023 | 32 | 015 | 016 | -36 | 017 | 017 | 03 | 021 | o2 15
mieszk.
miasto 100-500tys.| 614 | 013 | 20 | 012 | 012 | 01 | 002 | 002 | 17 | 005 | 006 | 31 | 013 | 012 2
mieszk.
ﬂ'anitlf] >00tys. 014 | 015 | -03 | 006 | 006 | 07 | 004 | 004 | -06 | 003 | 004 | -31 | 011 | 010 44
miasto > 1 min 004 | 003 | 21 | 001 | 001 | 15 | 000 | 000 - | 000 | 000 - | 001 | oo 05
mieszk.
brak lub niepetne |5 | 000 | 00 | 000 | 001 | -21 | 001 | 001 | 36 | 000 | 000 - | 000 | 000 -
podstawowe
podstawowe 012 | 012 | 13 | 005 | 006 | -15 | 037 | 036 | 36 | 025 | 023 | 49 | 008 | 009 | -4
policealne 004 | 004 | -07 | 004 | 004 | 16 | 001 | 002 | 37 | 006 | 006 | -19 | 006 | 007 | -4
rednie 015 | 015 | 00 | 029 | 032 | 95 | 004 | 005 | -31 [ o011 | 011 | <15 | 010 | 012 | -63
ogolnoksztatcace
¢rednie zaw. 026 | 027 | -05 | 026 | 023 | 72 | 013 | 013 | -08 | 022 | 022 | <12 | 031 | 030 | 31
wyzsze 010 | 010 | <10 | 020 | 020 | 12 | 002 | 003 | 35 | 007 | 008 | 31 | 017 | 016 | 36
zasadnicze 029 | 029 | 12 | 011 | o011 | 03 | 040 | 039 | 27 | 028 | 027 | 23 | 026 | 024 65
zawodowe
kobieta 039 | 039 | -13 | 066 | 069 | 59 | 023 | 027 | -103 | 040 | 043 | -55 | 042 | 048 | -11
wiek 3423 | 3397 | 23 |2582| 2629 | -49 |4208| 4137 | 65 |3706| 3658 | 41 |3425| 3374 | 48
ma dziecko o011 | o1 | 00 | 011 | 010 | 24 | 003 | 005 6 | 008 | 010 | 46 | 013 | 015 | -5

w wieku do 3 lat @

doksztatca sie na

023 | 023 03 | 036 | 036 -1.8 | 009 | 0.10 -38 | 017 | 018 -23 0.16 0.19 -7.2
wiasng reke

okres

bezrobocia(mies)? 1166 | 1209 | -22 | 924 | 1093 -9% 12249 | 2249 0 1592 | 1636 -2.1 1131 | 1421 -14.6

nie ma
doswiadczenia 0.29 0.30 -19 | 055 0.57 -34 | 026 0.28 -34 0.24 0.26 -34 0.24 0.29 -10.6
zawodowego ?

GD, matzonek/

partner pracuje ¥ 038 | 037 20 | 019 | 020 26 | 036 | 036 0.8 032 032 -0.5 048 045 7.1

/

GD - gospodarstwo domowe *réznica $rednich istotna na poziomie 10 proc. a) stan na Il kw. 2006 roku

All calculations have been performed using PSMATCH2 procedure for STATA (Leuven and Sianesi (2003) "“PSMATCH2: Stata module to perform full
Mahalanobis and propensity score matching, common support graphing, and covariate imbalance testing’, http://ideas.repec.org/c/boc/ bocode/
$432001.html, v. 3.0.0)

These comparisons do not take weights into consideration
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APPENDIX V. Kaplan-Meier estimator

The estimator first proposed by Edward Kaplan and Paul Meier in 1958 concerns the conditional probability that a given individual
has not experienced a certain event at least by time t. This estimator is used above all in research on social and economic processes,
in which the probability of a certain event depends on the elapsed time. For example, in job search models, it is often claimed that the
period of unemployment depends on how long a given person has been unemployed so far.

An important feature of the Kaplan-Meier estimator is that it can take into account censored observations. Referring to the earlier
example, if at the time of the study an unemployed person still has not found a job, total duration of unemployment cannot be deter-
mined. In such a case, the least-squares estimator is not consistent.

The Kaplan-Meier estimator is calculated as follows:

d;
Sj(tj) = I I (1—=—)
Jlt <t nj
where:
dj - number of individuals who experienced an event

n, - total number of individuals who were at risk of experiencing an event
t - period during which individuals are at risk of experiencing an event

APPENDIX VI. Description of variables used in the SVECM model for NMS8 labour markets

In the SVECM model of NMS8 labour markets presented, after Bukowski, Koloch, Lewandowski (2008), in Chapter 2 of Part |, we have
used six endogenous and two exogenous variables for every country. They were constructed on the basis of data derived from Eu-
rostat, IMF, GGDC, supplemented by the data of national statistical offices. A detailed description of data sources used to construct
particular variables may be found in Bukowski, Koloch, Lewandowski (2008).

The endogenous variables were defined as follows:

° Labour productivity — real output (in PPP adjusted USD) per worker;

° Real wage — average wage in the national economy, excluding agriculture, fishery and forestry, in national currency,
2005 prices;

° Employment rate - share of employed in the population aged 15-64;

° Unemployment rate — share of unemployed in the population aged 15-64;

° Real interest rate — yearly nominal interest rate minus the inflation rate (HCPI index change) for the same period, lagged
by four quarters;

° Primary public balance — primary balance of the public sector expressed as a share of GDP for a given year (total deficit

excluding the cost of public debt service).
The exogenous variables measuring the impact of of EU15 and Russia together with other CIS countries external demand fluctuations,

were defined for every NMS8 country as a percentage deviation of real GDP in EU15 and Russia — weighted by shares of export to EU15
and Russia plus other CIS countries in the GDP of a given country — from the trend determined using the Hodrick-Prescott filter.
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APPENDIX VII. Wage regression results - occupations

r Occupations Parameter |Corrected par. I—N
1 Managing directors, CEOs, managers and their deputies in large companies 1.2738%** 1.2011 (1) 445
2 Public authority representatives and high-ranking officials 0.9475*** 08936 (2) | 437
3 Managing directors, CEOs, managers and their deputies in medium companies 0.8207*** 07983 (3) | 423

4 Seaand inland water tansport workersand i ransportworkers 07583 05901() 490
5 Lawyers 0.6155%** 0.6404 (5) 404
6 Managing directors, CEOs, managers and their deputies in small companies 0.5828*** 0.5959 (6) 40.8
7 Managers of other internal organisational units in large companies 0.5583*** 0.5471 (9) 419
8 Managers of other internal organisational units in small companies 0.4877%** 04913(12) | 41.2
9 Managers of other internal organisational units in medium companies 0.48471*** 0.5029 (11) | 406

Managers of other internal organisational units dealing with core business in medium

I companies

0.3733%** 0.3308 (18) | 432

13 IT specialists 0.3668*** 03951 (15) | 40.2
14 Economists and management specialists 0.3182%** 0.3357(17) | 40.7
15 Small business managers 0.299%** 0.2607 (20) | 43.0

Managers of other internal organisational units dealing with core business in small

17 )
companies

0.2724*** 0.2281(25) | 433

19 Special school teachers 0.2386*** 0.6436 (4) 276
20 Engineers and related jobs 0.2209*** 0.2192 (26) | 415
21 Healthcare specialists (excl. nurses and midwives) 0.2198*** 0.1936 (29) | 425
22 Arts and culture specialists 0.212%** 02178 (27) | 411
23 Fnancalandcommercialoficers 02059 0196608 418
24 College and university teachers 0.1777*** 04076 (14) | 329
25 Public administration specialists 0.1776*** 0.2336 (23) | 391

27 Social sciences specialists and related jobs 0.1654*** 0.2351 (22)

33 Tax and customs clerks and related jobs 0.1183*** 0.1638 (31)

39 Agricultural science specialists and related jobs 0.0645%** 0.07 (42) 412
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41 Primary school and pre-school teachers 0.0595*** 0.5563(8) | 252
42 Lower secondary and secondary school teachers 0.0584*** 0524 (10) | 26.0

46 Other schooling specialists and tutors 0.0361*** 02717 (19)

52 Physicists, chemists and related jobs 0.0152 0.0316 (50)

54 Biological science specialists 0.0123 0.0962 (39)

80 Vocational training teachers and instructors -0.0917*** 0.0257 (51) 6.8

83 Archive workers, library science and scientific research specialists -0.0998*** | -0.0264 (65) | 38.5
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Occupations Parameter | Corrected par.| H

112 Sea fishermen -0.5075%** -0.5075(111) | tsss

*xx %% * stand for 1-, 5-, and 10-percent significance respectively. Remarks: “tsss” - too small sample size; Corrected parameter — parameter estimation
corrected for differences in the number of hour worked based on LFS (numbers in the brackets represent post-correction ranks in the ranking); h — aver-
age weekly number of hours worked in 2006 (LFS). Professions where a majority of people have the following education qualifications: tertiary — light
green colour; post-secondary and secondary — green colour; basic vocational — dark green colour (based on SES). If there is no colour indication it means
that the sample was too small to allow for conclusions concerning the composition of employment in terms of education. For a detailed description of
occupations included in the above-mentioned categories see the Classification of Occupations and Specialties.

Source: Own calculations based on LFS and SES CSO.
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