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Abstract

High unemployment in Poland is a major socio-ecaogpnoblem. The
unemployment rate in Poland reached the level of%Gn 2005, 9.3% in 2010
and 9.7% in 2011.

Unemployment in Poland is mainly structural, whishreflected in the
structural imbalances between labour demand andualsupply with respect to
vocational qualifications, professions, and spatiaployment. The main factor
determining unemployment is the necessity for siracchanges in the Polish
economy caused by its transformation and integratiith the European Union,
changes aimed at enhancement of economic innoyatimmpetitiveness and
effectiveness.

An active labour market policy plays an importaoter in a situation
characterized by high structural unemployment.difitly applied instruments
of an active labour market policy can reduce thiemployment. Therefore, the
main aim of this paper is to evaluate the rolehef active labour market policy
in Poland between 2005-2010, taking into considerathe characteristics of its
main instruments, its participants, and expendgure
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1. Introduction

An important role in combating high structural umayment in Poland
is played by the active labour market policy of 8tate. The structural character
of unemployment is determined by qualifications gyags well as occupational
and spatial mismatches occurring between the steiatf labour supply and
labour demand. The main reason why this type ompheyment is present in
Poland is the necessity to reorganize the counggtsmomy towards that of an
innovative, competitive and efficient EU Membert8ta

The main purpose of this article is to assess fteeteveness of Poland’s
active labour market policy as an anti-unemploymeot in the years 2005-
2010. To this end, it is necessary to characteheepolicy’s programmes and
the services that labour offices provide to acivabhemployed persons, as well
as the related expenditures and the users of agtisgrammes who find
employment following their completion.

The article is structured as follows. Section Dbeintroduces the notion,
goals, and measures of an active labour marketypoBection 3 presents
expenditures involved in the implementation of gudicy. Section 4 shows the
numbers of users of active labour market programemes their changing
proportional shares. Section 5 discusses activautaimarket policy in terms of
employment effectiveness and cost effectiveness| Saction 6 presents
conclusions summing up the presentation and asalysi

2. The significance of an active labour market polly and its instruments

Before assessing the significance of the activeuabmarket policy in
Poland between 2005 and 2010, the situation imthgket must be examined
with respect to the level, dynamics, and the ratesunemployment. The
numerous negative impacts of unemployment makesérius socio-economic
problem. The data characterizing this phenomenemp@sented in Table 1.

The data shows that between 2005 and 2008 unempfldyrwas
declining. Its total volume decreased by 1,299,2@ple, i.e. by 46.9%
compared with the baseline year. The rate of uneynpént also decreased,
from 17.6% to 9.5% (by 8.1 percentage points). €hassitive trends resulted
from the improving economic situation and the resil increasing number of
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jobsl. In the next two years, 2009 and 2010, the lalbmarket situation was still
better than in 2005, despite a strong increaséhénntumber of unemployed
workers. In relation to the baseline year unemplentwas lower by 31.7% and
29.5%, respectively, but significantly higher comgshto its level in 2008.
In 2010 the unemployed population was greater bQ,30®; the rate of
unemployment also rose, from 9.5% to 12.4%. Thisaion was driven by the
economic slowdown: in 2009 GDP increased by 1.6%iar2010 by 3.9% (in
relation to the previous yearR@cznik Statystyczny Rzeczypospolitej Polskiej
2011, p. 684).

Table 1. The volume, dynamics and rate of registeredinemployment in Poland, years

2005-2010

Specification 2005 2006 2007 2008 2009 201(
All registered
unemployed, in 2773.0| 2309.4 1746.6 1473.8 18927 1954.7
thousands
Change in dynamics
2005=100 100.0 83.3 62.9 53.1 68.3 70.5
Rate of registered 176 | 148 11.2 9.5 121 12.4
unemployment (%)
Job offers, in thousands| 885, 1117)2 1242,3 1081 02,69 1021,2

Source: Rocznik Statystyczny Rzeczypospolitej Pejsibtatistical Yearbook of the Republic
of Poland), GUS, Warszawa, 2008, p. 242; 20113p. 2

In order to evaluate the situation in the Polisbola market it is
worthwhile to compare the unemployment rates irmRdwith those of the other
EU (27) Member States.

Table 2. Unemployment rates in EU-27 Member Stategears 2005-2011

Year 2005 2006 2007 2008 2009 201d 2011
EU-27 9.0 8.3 7.2 7.1 9.0 9.7 9.7
Euro area
17) 9.2 8.5 7.6 7.6 9.6 10.1 10.2
Belgium 8.5 8.3 7.5 7.0 7.9 8.3 7.2
Bulgaria 10.1 9.0 6.9 5.6 6.8 10.3 11.3

Y 1n the analysed years GDP expanded from 3.6% 0% 26 5.1% in 2008; its growth in 2006
and 2007 was even higher than that, 6.2% and 6.8%pectively. Rocznik Statystyczny
Rzeczypospolitej Polskiej(Statistical Yearbookhef Republic of Poland)GUS, Warszawa 2011,
p. 684. The rate of employment rose from 45.2%00%2to 50.6% in 201(Rocznik Statystyczny
Rzeczypospolitej Polskiej (Statistical YearboothefRepublic of PolandGUS, Warszawa 2011,

p. 218.
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gz‘;ﬁglic 7.9 7.1 5.3 4.4 6.7 7.3 6.7

Denmark 4.8 3.9 3.8 3.4 6.0 7.5 7.6
Germany 11.3 10.3 8.7 7.5 7.8 7.1 5.9
Estonia 7.9 5.9 4.6 5.5 13.8 16.9 12.4
Ireland 4.4 4.5 4.7 6.4 12.0 13.9 14.7
Greece 9.9 8.9 8.3 7.7 9.5 12.6 17.7
Spain 9.2 8.5 8.3 11.3 18.0 20.1 21.7
France 9.3 9.2 8.4 7.8 9.5 9.7 9.6
Italy 7.7 6.8 6.1 6.7 7.8 8.4 8.4

Cyprus 5.5 4.7 4.1 3.8 5.5 6.4 7.9
Latvia 9.6 7.3 6.5 8.0 18.2 19.8 16.2
Lithuania 8.0 5.2 3.8 5.3 13.6 18.0 15.3
Luxembourg 4.6 4.6 4.2 4.9 51 4.6 4.8
Hungary 7.2 7.5 6.5 7.8 10.0 11.2 10.9
Malta 7.3 6.9 3.6 6.0 6.9 6.9 6.5

Netherlands 5.3 4.44.4 3.6 3.1 3.7 4.5 4.4
Austria 5.2 4.8 4.4 3.8 4.8 4.4 4.2

Poland 13.9 9.6 7.0 8.1 9.6 9.6

Portugal 8.6 8.6 8.9 8.5 10.6 12.0 12.9
Romania 7.2 7.3 6.4 5.8 6.9 7.3 7.4
Slovenia 6.5 6.0 4.9 4.4 5.9 7.3 8.2
Slovakia 16.4 135 11.2 9.6 12.1 14.5 13.6
Finland 8.4 7.7 6.96 6.4 8.2 8.4 7.8

Sweden 7.7 7.1 6.1 6.2 8.3 8.4 7.5
Ei”n';%%m 4.8 5.4 5.3 5.6 7.6 7.8 8.0

Source: Eurostat data,

http://epp.eurostat.ec.europa.eu/statistics_exgidimdex.php/Unemployment_statisticsep

p.eurostat.ec.europa.eu, (24.04.2013).

The data in Table 2 presents unemployment ratesileééd according to
the guidelines of the International Labour Orgamtra The data concerns
unemployed aged 15 to 74 who, during the referevexek, were not employed
and without any other work. In the case of Polane tinemployment rates
calculated in this way differ from the unemploymeates registered by the
Polish Labour Offices (Table 1), since the latédetinto account unemployed in
the working age group, i.e.18 to 60 years for wonagial 18 to 65 for men.
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The analysis of unemployment rates in the EU-27iendlember States it
can be said that in most countries 08 these ramsex a downward trend in the
years 2005-20. Later, between 2009 and 2011, temployment rates showed
an upward trend (in some countries even since 2808)to the financial and
economic crisis.

The unemployment rates in the Polish economy inyers 2005-2008
were significantly higher than those for the EU-Bot showed a downward
trend. The economic downturn contributed to a restkwincrease in
unemployment rates in Poland in the years 2009—P011he rates were slightly
lower than in the EU-27 and in the Eurozone (dueigb unemployment rates in
countries such as Spain (over 21%), Greece (17 &%d)Portugal (about 13%)).

In order to reduce unemployment, a pro-employmenhemic policy is
necessary, i.e. one combining socio-economic pat@asures with a labour
market policy. The main components of this polisglide expanded investment
activity, stimulation of the development of smatidamedium-sized firms,
reduced tax burdens, higher competitiveness of dtmeroducts, as well as
development of labour market programmes (Kotlor@72(. 114).The concept
of flexicurity has been promoted in recent yeansictv seeks a balance between
the security of employment for employees and enggywhile ensuring the
flexibility of labour. Its major elements are thaldéwing (Krynska 2009, p. 14):

« availability of flexible forms of employment,
« active labour market policy,
« lifelong learning,

* modern solutions within social security systemg t@vide unemployed
individuals with income as well as re-employmenpanpunities.

According to the above, the significance of the&saactive involvement
in the labour market is addressed by various implaation concepts within an
anti-unemployment policy (Smith 2003, pp. 368-3TA¢ State’s policy in the
labour market consists of interventions targetethéoimbalances which appear,
such as declining employment or increasing unermpéoyt (Kwiatkowska 2007,
p. 215).The policy’s toolbox includes both activelgassive policies.

The passive policies aim to alleviate the econonmtpacts of
unemployment that affect people who lose their jobgd thereby their incomes.
So passive policy has a protective, welfare roleg ds main tools are
unemployment benefits and pre-retirement allowanite®ffectiveness depends
on the actual amount of a benefit and the periathduwhich it can be drawn,
based on the concept that while securing a minirstamdard of living, a benefit
should not discourage the beneficiary from seefgaigful employment.
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The active labour market policy is intended to makemployed workers
active again and to help them find the jobs thegdniarough their participation
in special programmes. This policy is also capalbflenproving the structural
match between labour supply and labour demand,eqing workers’
gualifications from obsolescence and offering oppaties for their
improvement, thus helping unemployed workers maintle average level of
productivity (Kwiatkowski 2002, pp. 301-304; Calm$o 1995; Calmfors,
Skedinger 1995).The level of effective labour sypigl thereby sustained and
labour is readily available when more jobs are tecka

An active labour policy uses many instruments tooawlish its goals.
The instruments can be broadly divided into thepBupide instruments and
demand-side instruments. The first category indudeasures ranging from
training courses for the unemployed and internshipson-site vocational
training. They are used to improve unemployed wakgqualifications and
skills with a view to increasing their chancesr®employment.

According to the law in force Ustawa o promocji zatrudnienia
i instytucjach rynku pracy z 20 kwietnia 2004 rhéTLaw on Promotion of
Employment and Labour Market Institutions of 20iApp04)Dz.U. (Journal of
Law) 2004, no. 99, item 1001, art. 40-42],the psgof trainings should be to
improve the occupational skills of unemployed waeskdo retrain them, or to
teach them, thereby increasing their chances tihged new job or retaining the
one they have, or obtaining any other gainful emplent. Training courses are
particularly useful to unskilled workers and foose who need adaptation to the
new requirements in the labour market (Dolny, Mak010, p. 51). The period
of training may be scheduled for up to 6 monthghwhe minimum number of
training hours being 25 a week in most cases. pé&ied may be extended to 12
months depending on the training curriculum, orta@4 months when special
trades or unskilled people are involved. An unerygdbperson is allowed to
choose a training course, unless its costs exceaade3 the average wage paid
in the economy. The costs of examinations, cedatiéis and licences necessary to
practice a trade may also be financed from puhlitd§ up to 100% of the
average wage. The training institution is eligifile additional payment (up to
50% of the minimum wage) for every unemployed pemsbo finds a job within
30 days after the training and remains in employtrfizmat least 6 months. The
unemployed trainee may apply for a non-interestribgatraining loan (up to
four times the average wage in the economy), thatrbe repaid within 18
months. An eligible trainee participating in a cgrinvolving at least 150
training hours a month may additionally seek antregj allowance within 120%
of the unemployment benefit. If a trainee dropsfoutreasons other than getting
a job, the costs of training must be repaid, togiettith the applicable interest.
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Another supply-side instrument is internships. Tlistrument was
introduced to activate graduates registered as plogred within 12 months
after they completed their education. This programmt only allows them to
acquire occupational skills, but also increasesntin@ber of available jobs by
offering employment financed by the Labour Fund.

The Act of 2004 was amended on 19 December 2008 DgJournal of
Law) 2009, no. 6, item. 33. This amended act beceffextive on 1 February
2009]. Under the amended Act, internships becana@adle to all groups of
unemployed with a special status in the labour etarfkhe eligible groups are as
follows:

* the long-term unemployed,

« unemployed persons whose social contracts haveeekpi
* unemployed women,

* unemployed aged 50+,

« unemployed persons without occupational qualifarei or experience, or
those without secondary education,

« unemployed single parents with at least one mihdd.c
« unemployed disabled persons,

* newly released convicts who have problems findatgg]
* maintenance debtors.

The eligible beneficiaries have been distributed orgn different
categories established for the purpose of diffeméng the duration of
internships. The distribution criteria are the doling: aptitude, educational
attainment, and the present qualifications of aspective beneficiary.
Internships are carried out according to a strectprogramme which sets out
the scope of the intern’s tasks and the detailshef person in charge. An
unemployed intern may seek an internship allowanghich is granted
according to the same rules as those applying fi@ising allowance.

The last supply instrument, on-site vocational nirag, continued
unchanged until 2009. The unemployed users of thgramme were entitled to
an internship allowance. This type of training diot involve an employment
contract and its maximal duration was 6 months. iffaén beneficiaries were
persons under 25 years of age, the unskilled ureymg] and persons with
a special status in the labour market.

The amendment to the Act of 2004 replaced on-sitational training
with vocational preparation for adults, available a&ll unemployed, also
transferring some of its functions to internships.
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The demand-side instruments of an active labourkebgpolicy aim to
multiply employment opportunities for the unempldydy increasing the
demand for labour. Their range includes subsidizetk options such as public
works and intervention works, job-creation fundsd aommunity-benefitting
works.

Under a public works scheme, unemployed personswoaly for a period
of up to 12 months. The beneficiaries do jobs their community finds useful
and which are provided by municipalities and nomegomental organizations
specialising in environmental protection, cultunealthcare, unemployment, or
social aid. Those eligible for public works are mnpdoyed persons with
a special status in the labour market. A providepublic works employing
people for a period of 6 months may seek a refdrtdeocosts incurred for their
wages and social insurance premiums from the LaBdfice. When the period
of employment is 12 months, then the provider fsinrded employees’ costs
every second month [Dz.U. (Journal of Law) 20049%).item 1001, art. 2, item
1, par. 22].

The intervention works programme consists of subisig the
employment of unemployed persons with a specialsta the labour market
for employers who create additional jobs for thémis category of employees
is treated as all other personnel in the orgaminatithey are entitled to the same
remuneration and benefits. In the case of the teng- unemployed, persons
without occupational qualifications or secondaryaation, the disabled and ex-
convicts, the maximum period of employment is 1&the [Dz.U. (Journal of
Law) 2004 no. 99, item 1001, art. 56]. The Act gsaspecial privileges to
people aged 50+, allowing their employment to baai@4 or 48 months. The
remuneration that a full-time employee is paid fribra monthly subsidy is up to
the level of the unemployment benefit plus socieurance premium. If the
subsidy is paid bi-monthly, then the remunerati®nvithin the minimal wage
plus social insurance premium. Part-time employeesive not more than half
of the minimum wage plus the insurance premium. [Bygrs who decide to
extend full-time contracts with their formerly unplomyed employees for
another six months from the completion of interi@mtworks may seek a one-
time bonus, with a maximum amount of 150% of therage wage. It should be
noted that not only do intervention works enablengerary activation of
unemployed workers, but they also give them thechao obtain steady jobs.

Another demand instrument for activating the uneygd is job creation
funds, which are available to unemployed persorghiwg to start their own
business or persons planning to expand their stnatledium-sized enterprises.
They respectively offer self-employment opportwstiand/or the possibility of
creating new jobs for unemployed persons. They laddp employers further the
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expansion of their enterprises. An unemployed persay receive a one-off
grant in cash to start a business and the quajifgrpenses include legal
assistance, consultations, and business guidamdeese The grant may not be
greater than six times the average wage paid ier¢baomy. If the business one
wishes to start is a social cooperative, the gnaay not exceed four times the
average wage per cooperative founding member, lare ttimes the average
wage for a regular member. For the grant to berapayable, the enterprise
must operate for at least 12 months. If the beizgficfails to meet this
requirement, the grant must be repaid with interest

The same instrument allows employers to seek fimdthe purchase of
new or additional equipment for the unemployed worthey have recruited.
The refundable amount is equivalent to the grosdifging costs, but may not
be greater than six times the average wage. This & financial aid does not
require repayment if the formerly unemployed worlging the equipment stays
in employment for 24 months [Dz.U. (Journal of La®)04 no 99, item 1001,
art. 46].

Community-benefitting works were introduced in 2085 a means of
helping persons facing a particularly difficultdifsituation. This programme
allows unemployed persons who are ineligible foeraployment benefits, and
those participating in social programmes or indiaidlife-skills programmes to
be referred to community-benefitting jobs in theiunicipalities. The weekly
number of working hours must be greater than 10thednaximum hourly rate
is 6 PLN (zlotys). Municipalities receive a refuad these employees from the
Labour Fund, which amounts to 60% of the benefgsaminimal pay [Dz.U.
(Journal of Law) 2004, no 99, item 1001, art. 73a].

Labour offices have been established to help tlesnptoyed by making
their job-seeking activities more effective. Thenga of services they offer
includes occupational guidance, placement, the paymof activation
allowances, and supporting their clients in actiwsarching for jobs.

Occupational guidance provides the unemployed afds¢ekers with
structured information about the most appropriabs jand employers, as well as
about training and education opportunities. Empieyee supported in selecting
the right type of an employee and in making theupational development of
their new and existing personnel more efficient. providing occupational
guidance, labour offices must observe the followinlgs (Dolny, Maksim 2010,
p. 42): availability and voluntary use of servicemn-discrimination, the
freedom to choose a job and an employer, gratuigass and the protection of
personal data.

Labour offices need an efficient job placement aystto function
effectively. This system is geared to seek andsatijob offers in an optimal
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way, i.e. to find a candidate with the needed oatiopal skills for a particular

job. Acting as an intermediary that helps bringetibgr unemployed individuals
and employers, labour offices also advise theimpieyed clients of their rights

and duties. These responsibilities make close catipa with employers and

the acquisition of job offers a very important pafttheir business. A labour
office may reject a job offer from an employertifviolates the equal treatment
principle or discriminates against some applicaftacement services are
provided free of charge on a voluntary basis aedsailable to all unemployed.
It is reasonable to assert that for labour offitede effective as a provider of
placement services, they need well-trained andreagtiacement consultants,
capable of expanding and boosting interaction wiltle labour market.

Consultants’ performance should be evaluated ag#iasnumber of job offers

they have managed to acquire, particularly for peepth a special status in the
labour market. With Poland now an EU member stite, importance of

international job placement has increased. The@sliof services in this area is
facilitated by a special programme called EURE® (Huropean Employment
Service). Its specialized staff, known as EUREShesellors, offer information

and guidance to people who want to find jobs oispenel in other Member
States.

The activation allowance is available to unemployedividuals with
a right to an unemployment benefit if the moneywtkarn after re-employment
is less than the mandatory minimum wage in a giyear. Its amount is
calculated as the difference between their remtioarand the minimum wage.
However, it may not exceed 50% of the unemploynimmtefit that a person
would draw if unemployed. The allowance is not paiden the employer has
been refunded the costs of new or additional eqeipnfor the worker, the
worker has been employed by the same employer Waked for before
registering as unemployed, or when the job is abrfistawa o promoc;ji
zatrudnienia i instytucjach rynku pracy z 20 kwiatd004 roku 9 (The Law on
Promotion of Employment and Labour Market Instdns of 20 April 2004)
Dz.U. (Journal of Law) 2004, no 99, item. 1001, 48.

Another important service provided by labour offidavolves activities
aimed at making the unemployed more committed tekiag jobs. The
programmes used to this end include job-seekingitiga for the unemployed,
activation classes, and access to electronic dsg¢althat teach the skill of job-
searching and self-employment. Courses are provédesb-called ‘job clubs’
and information and career planning centres. Thi@ taaget groups are persons
who do not know how to seek jobs, have lost motivatfor seeking
employment, or plan to re-join the labour forceeafieing economically inactive
for a long period.



ctive Labour Market Programmes... 89

It is worth noting that the active labour policyrides its significance
from its great number of activities based on dédfardemand-side and supply-
side programmes and from the services of labouresf The programmes could
be made more effective by being customized to #weds of the local labour
markets and by ensuring the careful selection efrtparticipants. In other
words, the active programmes should focus on grdapsig a high risk of
unemployment and having an inferior status in @m®ur market.

3. Expenditures related to the active labour markepolicy

All programmes within the labour market policy diranced by the
Labour Fund (LF). This institution was established 1 January 1990 as
a special fund of the State. Its income is derifien premiums paid by
employers (2.45% of the base used to calculate evstriold-age and disability
premiums), EU funds, a budget subsidy, and loamesé& various forms of
income are not subject to income tax. The Fundeegitures and the dynamics
of their changes are shown in Table 3.

Table 3. The levels and dynamics of Labour Fund's g@enditures in Poland in the years

2005-2010
Specification 2005 2006 2007 2008 2009 2010
Total expenditure, in 5587 5513 5352 5755| 11245 12234
million PLN
Dynamics
- 2005 =100 100.0 98.7 95.8 103.0 201.3 218.9
- previous year = 100 100.0 98.7 97.1 107.5 195.4 108.8

Source: Ministry of Finance (MF) data, www.mf.gdy galculated by the author.

According to the data above, the Labour Fund spenilar amounts in
the period 2005-2007, during which time a weak deaml trend in
expenditures caused by the improving labour masiteation is noticeable. The
spending increased again in 2008, more clearly emetbto the previous year
(by 7.5%), but less markedly compared to the baseglear of the analysis (3%).
In 2009 and 2010 the Fund’'s expenditures grew denably, driven by the
economic downturn and the worsening situation enléiioour market, manifested
in the rising level and rate of unemployment. Coragawith 2005, the increases
in those two years exceeded 100% and 118%, regekcti Analysing
expenditure increases against the previous yeat&swle see that their dynamics
in 2009 was extremely high (an increase of 95.484}, in 2010 the process
slowed down to an 8.8% increase vis-a-vis the previyear.
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The Labour Fund was established for the purposmancing both active
and passive labour market policies. The major edipere items in its budget
are the operating costs of labour offices, the beirsement of social insurance
premiums, remitted loans, and the costs of investsndor the public
employment service. The structure of the experebtis presented in Table 4 below.

Table 4. The structure of Labour Fund’s expendituresn Poland, years 2005-2010 (%)

LabourFund’s
expenditures
Passive anti-unemploymernt

2005 2006 2007 2008 2009 201(

programmes (benefits and| 54.0 51.1 42.0 33.1 40.0 40.9
allowances)

Active anti-unemployment| 37 | 387 | 509 | 584| 552| 542
programmes

Other expenditures 12.3 10.2 7.1 8.5 4.9 4.9

Source: developed by the author based on the M d

In 2005 and 2006 the most funds were spent on ulogmpent benefits
and pre-retirement allowances for the unemploydusé two items accounted
for over 50% of LF's total expenditures. It was natil the following years that
their proportion decreased to 40% on average (Oheedt percentage share
coming in 2008 — 33%). Thus a marked trend in edjteres was the changing
allocations from passive to active labour markegpammes. While in 2005 and
2006 the active programmes consumed a relativeilgportion of the LF's
budget (between 33-39%), their 2007 share accouptethore than 50% (the
largest share being in 2008 — 58.4%). The chang#wistructure of the Fund’s
expenditures must be recognised as advantageatm,deesignificantly greater
allocations to the active labour market programreeable the occupational
activation of the unemployed and help reduce uneympént in the country,
making it easier for the pro-employment economidicgoto achieve its
objectives. They also prevent workers’ passiveualtis from consolidation.

It is worth comparing expenditures on active (ALMBhd passive
(PLMP) labour market policies in Poland and theeotBU-27 countries. The
percentage share of this expenditure in the GDiRdividual countries in 2010
will be considered for this purpose. The progranisactive labour market
policies include: job placement services and camminselling, vocational
training, job rotation and job sharing, employmémtentives, promotion of
employment opportunities and rehabilitation forathied persons, job creation,
and start-up incentives for the unemployed. Thesipasprograms include
benefits for unemployed and early retirement bésefi
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Table 5. Expenditures for active and passive labour arket policies in Poland and other
EU-27 countries in 2010 (% of GDP)

Country ALMP PLMP
EU-27 0.773 1.358
Belgium 1.487 2.281
Bulgaria 0.133 0.451
Czech Republic 0.341 0.375
Denmark 1.788 1.58
Germany 0.933 1.327
Estonia 0.228 0.859
Ireland 0.916 3.031
Greece 0.226 0.701
Spain 0.797 3.107
France 1.127 1.447
Italy 0.38 1.456
Cyprus 0.289 0.59
Latvia 0.554 0.693
Lithuania 0.309 0.483
Luxembourg 0.456 0.779
Hungary 0.608 0.71
Malta 0.154 0.347
Netherlands 1.171 1.743
Austria 0.853 1.414
Poland 0.696 0.343
Portugal 0.694 1.391
Romania 0.058 0.557
Slovenia 0.446 0.72
Slovakia 0.332 0.605
Finland 0.993 1.775
Sweden 1.312 0.535
United Kingdom 0.387 0.31

2data for EU-27 and UK for 2009

Source: LMP Expenditure by Type of Action (Summasables, % of GDP) Eurostat Database,
Luxembourg, http://appsso.eurostat.ec.europa.alsifmumitViewTableAction.do (access
19.11.2012).

Based on the data from Table 5 it can be said that share of
expenditures for active and passive labour markétips in Poland was below
the average share of this expenditure in the GDF4$Je27 as a whole. In total,
in 2010 Poland spent 1.039% of GDP on the two diwhile the EU-27 spent
1.131% of GDP in 2009. Among the Member States,fdflewing countries
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demonstrated a high percentage of GDP spent omdabarket policy; Ireland
3.947%, Spain 3.904%, Belgium 3.768%, and DenmaBk&%. A relatively
small percentage of GDP was spent on labour matiity in the following
Member States: Malta 0.501%, Bulgaria 0.584%, amoh&ia 0.615%. In many
countries the structure of expenditures on laboarket policies has changed.
The expenditure on active labour policy increasedountries such as Denmark,
Belgium, Sweden, and the Netherlands. Significaridgs was spent on
activation of the unemployed in countries such aky&ia, Estonia, Lithuania,
Romania, and Slovakia. There are also changesenirtternal structure of
expenditures on active policies. These changeshiava gradual reduction of
expenditures on relatively expensive and ineffectirograms designed to
provide temporary jobs in the public sector andsslibe employment in the
private sector. The changes also involve an inergathe relatively cheaper and
more effective schemes, such as job placement amderc counselling,
vocational training, and monitoring of unemployedalinowska-Sufinowicz
2013, p.182).

The importance of selected active programmes asuaemployment
measures is shown in Table 4 below.

Table 4. The structure of expenditures on active pgrammes in Poland, years 2005-2010 (%)

Specification 2005 2006 2007 2008 2009 201p
Total expenditure 100.0 100.0 100.0 100{0 100.0 .Q0p
including:
- training 9.7 9.2 10.7 9.0 9.5 9.2
- intervention works 10.4 10.8 8.6 6.3 4.5 4.1
- public works 15.7 7.2 7.1 8.0 8.2 8.9
- community-benefitting work X 1.3 1.3 1.1 0.9 0.8
- internships 32.1 33.1 27.8 29.6 33.7 35.6
- on-site vocational training 10.4 10.0 8.6 11.38 2 3. X
- start-up funds 18.4 21.5 22.5 27.2 26.1
- new or additional equipment 21.7 99 145 123 128 15.4
for a worker

Source: Efektywn@& podstawowych form aktywizacji zawodowej realizoweim w ramach
programow na rzecz promocji zatrudnienia, tagodzekiutkow bezrobocia i aktywizacji
zawodowej (The Effectiveness of Basic Forms of Oatiopal Activation within the
Framework of Programmes Promoting Employment andigkting the Effects of
Unemployment), 2005-2010, MPiPS, Warszawa 2010.

The data of the MPIPS (Ministry of Labour and SbBialicy) shows that
the amounts of funds allocated to anti-unemploynpeagrammes in the years
2005 and 2010 grew from PLN 2,052min to 6,747mlme &ctive labour market
programmes accounted for PLN 1,870mIn in 2005 an®,323min in 2010, i.e.
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almost a three-fold increase. Regarding the strecti expenditures on the
active programmes, in each year of the analysegénternships consumed
the most funds, with internships’ percentage shaieg the greatest in 2009 and
2010 (between 33-35%). The proportion of the stprtfunds was also
considerable (initially around 21%, but increasio@6-27% in 2009 and 2010).
This proves that the development of entrepreneusititudes among the
unemployed was becoming increasingly importante®©firogrammes attracted
much smaller funding, but allocations to the pusghaf new and additional
equipment for workers grew in the years in quesfiom 9.9% to 15.4%. The
training funds’ share in the total budget was quitable (over 9%). The
proportionate share of public works generally dedi, from 15.7% in 2005 to
8.9% in 2010, but from 2008 on it stabilised atca&ir8%. The share of
intervention works shrunk significantly and contsly (falling from 10.4% to
4.1% between 2005 and 2010), but it must be rat#fiat some of its functions
were taken over by on-site vocational training, sédh@verage share between
2005 and 2008 represented 10% of the total spentfirP09 on-site vocational
training consumed only 3.2%, but the exact datatHat year is not available
because the programme was replaced that year Istiooal preparation for
adults. The lowest amount of available resources eevoted to community-
benefitting works (ca.1%).

Generally, between 2005 and 2010 the demand-satieiments increased
their share in the total budget allocated to thev@dabour market policy, from
47.8% to 55.3%. Conversely, the supply-side insemiigi proportionate share
declined from 52.2% to 44.8%. These changes sha dlearly that the Polish
labour market policy switched from making the unéoyed and job-seekers
more employable to stimulating job creation.

4. The users of the active labour market programmes

The number of unemployed users of the active labmarket programmes
(ALMP) in Poland rose between 2005 and 2010. Cosatpavith 2005 when
561,700 unemployed people used the basic meastigagivation, in 2010 the
number was already 788,700, an increase of 40.4f share of ALMP users in
the registered unemployed population rose betweetinst and last year of the
analysed period from 20.3% to 40.3%, as the gréumemployed people using
occupational activation programmes was expanding.
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Table 5. Expenditures on ALMP users in Poland in theears 2005-2010, thousands PLN

Specification 2005 2006 2007 2008 2009 201D
Total 561.7 594.3 672.8 652.3 749.4 7887
including:
- training 150.9 146.9 178.1 168.3 168.3 182|3
- intervention works 70.9 69.1 59.1 46.0 40.3 43.1
- public works 69.2 32.7 40.9 445 54.0 74.6
\'Nf)‘:lr("m””'ty'be”em“”g X 615 73.4 63.9 65.8 67.6
- internships 162.7 169.1 173.( 169.9 2567 299.3
- on-site vocational 67.0 58.3 65.8 79.4 72.0 X
training
- start-up funds 27.9 34.9 45.1 52.2 63.9 770
- new or additional 131 218 37.4 28.0 28.4| 446
equipment for a worker

Source: see Table 4.

Table 6. Proportional shares of expenditures on ALMPusers in Poland per category,
years 2005-2010 (%)

Specification 2005 2006 2007 2008 2009 2010
Total 100.0 100.0 100.0 100.0 100.0 100/0
including:
- training 26.9 24.7 26.5 25.8 22.5 23.1
- intervention works 12.6 11.6 8.8 7.1 5.4 5.5
- public works 12.3 5.5 6.1 6.8 7.2 9.5
- community-benefitting X 10.3 10.9 98 8.8 8.6
work
- internships 29.0 28.5 25.7 26.0 34.3 37.9
- on-site vocational training 11.9 9.8 9.8 12.2 9.6 X
- start-up funds 5.0 5.9 6.7 8.0 8.5 9.8
- new or additional 23 37 5.6 43 3.8 5.7

equipment for a worker

Source: calculated by the author based on theinldable 5.

Internships and training courses were the most ufretly used
instruments to activate the unemployed populatibhe number of interns
increased in the years in question by 136,600 pedatound 84%). Their
percentage also rose from 29% to around 38% &LaP users. Between 2005
and 2010 the group of trainees grew in number byl (20.8%), but their
proportionate share in the total population of ALMBers declined by 3.8
percentage points. The proportion of people undeggadraining started to
decline from 2007. The number of unemployed pedpémefitting from
intervention works decreased considerably in thalysed years — by around
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28,000 people (over 39%). Their proportional shamkso shrank as
a consequence, from 12.6% to 5.5%. At the same, tineenumber of people
covered by community-benefitting works increasedétiy00, although in spite
of this their share in the total unemployed popakatcovered by activation
measures decreased from over 10% to 8.6%. Morel@odéegame interested in
on-site vocational training — the number of itsras®se from 67,000 to72,000,
with the programme becoming open to all unemplogad job seekers. The
number of employers and unemployed people bemgfitttom job creation

funds (start-up funds and funds dedicated to thheh@se of new and additional
equipment for workers) increased by 196.6% (fron®@Q to 121,600 people in
total), and their proportionate share went up ffo@P6 to 15.5% of all ALMP

users.

Overall, the number of people using the active dalvside instruments
which represent the scale of subsidised employifietgrvention works, public
works, community-benefitting work and jobs creatiedm public funds by
employers and the unemployed) increased in thesy2@05-2010 by 36.9%.
Their share among all unemployed users of ALMP ffosm 32.2% to 39.1%.
Regarding the users of the other active supply4isisteuments (training courses,
internships, and on-site vocational training), tnisup expanded somewhat less
(by 26.3%), and its proportionate share in theltatzemployed population
benefitting from ALMP declined from 67.8% to 61%

Table 7 shows the number of unemployed persons ledimgp particular
programmes and their percentage shares amongghgonme users by year.

According to the data, the average percentage erhpioyed persons who
successfully completed particular active labour ketprogrammes in 2006-
2008 and 2010 exceeded 95%. Lower rates can orfigumel in 2005 and 2009
(89.3% and around 87%, respectively).

2 The number of users of vocational preparation pnognes for adults, which replaced on-site
vocational training in 2010, has been omitted duddta unavailability, so the share of those who
took advantage of the active supply-side progranmismékely to be underestimated. If we assume
that the 2010 percentage of those who usedtional preparation for adults was 9.6%, i.e. the
same as in 2009, then the total number of supplgsrogramme users is 565,4 and the new total
of users is 872,5. So, between 2005 and 2010 th@ysside share would be reduced by 3% (from
67,8% to 64,8%, and the demand-side share wouiidcoeased by 3% (from 32,2% to 35,2%).
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Measures designed to activate the unemployed, &b creation funds,
start-up funds, and the purchase of new and additiequipment for workers by
employers were 100% successfully completed, i.anasy people completed
the programmes as were admitted to them.

The rate of unemployed persons that finished tmgirdourses was also
high in the analysed years — over 97%. Interventiorks were less successful
in that respect, though. The numbers of participavito dropped out of those
programmes in the first two years of the period evé,400 and 6,600,
respectively. In the next years fewer persons &doh the programme, but the
percentage of those who finished it rose (95%-100%#¢ proportional shares of
persons who completed the public works programméhényears 2005-2010
were also high. In 2005 and 2010 they exceeded 888b6the 2006 rate was
even greater (in excess of 100%, because persomstatied the programme in
late 2005 ended it the following year). As in ttese of the other programmes,
only an insignificant fraction of persons partidipg in community-benefitting
works decided to withdraw from the programme beftseend, the percentage
of those who finished it being around 96-98%. Thiy gear when the rate was
lower, 92.5%, was 2006, but this was the first y&fahe programme. As far as
internships are concerned, it is notable that despiconsiderable and growing
number of interns, the percentage rates of those fiished the programme
were relatively lower. The lowest rates were reedrgh 2005 and 2009 (slightly
above 80%). In the other years the average rateowfpletion was 92% of
programme users. Regarding on-site vocational itrginthe numbers of
dropouts recorded in particular years of the amalyperiod were quite
considerable. The greatest differences betweerm thaolled for the programme
and those who finished it took place in 2005 an@92@vhen respectively over
18,400 and 42,000 people left the programme befafécially ended.

5. The effectiveness of the active labour market pgrammes

The performance of the active labour market prognam as anti-
unemployment tools is evaluated by employment é&ffecess and cost
effectiveness.

Employment effectiveness is tantamount to the rpleyment rate. The
data characterising the employment effectiveneghefexamined programmes
can be found in Table 8.

Among all the analysed years, the employment e¥fecess of activation
programmes addressed to the unemployed populatiantiae lowest in 2005,
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when the re-employment rate was estimated at 471t3#&s the highest (around
55-58%) from 2006 to 2008, when the situation i@ fdbour market improved
as a result of the good economic conditions. Inriet two years, 2009-2010,
the employment effectiveness declined to 53-54%jray from the economic
slowdown and the presence of more unemployed wsrker the Polish

economy.

Table 8. Employment effectivenes® of active labour market programmes in Poland in tle
years 2005-2010 (%)

Specification 2005 2006 2007 2008 2009 2010
Total 47.3 54.9 57.7 56.0 53.2 54.2
including:
- training 37.2 45.1 44.4 39.2 34.3 36.7
- intervention works 66.3 72.2 74.3 734 71.8 708
- public works 29.0 46.0 46.9 46.6 48.Q 46.
\'N‘(’)?l'(“m“”'ty'be”ef'“'”g X 350 | 440 | 434 | 398| 398
- internships 46.3 51.1 55.2 54.2 495 48.4
- on-site vocational training 46.5 51.1 52.4 534 205 X
- start-up funds 100.0 100.0 100.0 100/0 100.0  @O0.
'egﬁi"r‘)’rgreﬁf%:'gnﬁgrker 100.0 | 1000 | 100.0| 100.0  100.0  100.0

3 Employment effectiveness is measured as the ddtthe number of people who within three months of
completion of a programme found a regular job, oti@nful employment, or started their own firm,tte
total population completing the programme in thsigieated year.

Source: see Table 7.

The employment effectiveness of particular activegpammes was
different in different years. Its highest ratesQ#0by definition, were recorded
for start-up funds and the purchase of new andtiaddi equipment for
workers. Intervention works were also relativelyfeefive in terms of re-
employment; on average,70% of the unemployed uddise programme found
employment following its completion. The probableplanation for this
situation lies in the considerably smaller grougebple using the programme
and its requirements: employers must sign employnoemtracts with the
unemployed persons who have been referred to thewh,in order for their
employment to be subsidised it must go on for ag)las specified in the
contract. Internships and on-site vocational trajnalso produced relatively
high re-employment rates. The re-employment rateirfternships rose from
46% in 2005 to an average of 53.5% in 2006-2008.iBthe last two years of
the entire analysed period it fell below 50%, ta448 in 2010, a trend which
shows that the range of employment opportunitieslaie to the programme
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participants was decreasing. The employment effecéiss of on-site vocational
training ranged between 51 and 53% from 2006 ogaRing public works, the
re-employment rate of its users was the lowest {28%0ng the programmes in
2005, but in the following years it stabilised aignificantly higher level of 46-
48%. This indicates the higher probability of gegta job by those who finished
the programme. The least effective programmesgimg of re-employment,
were training and community-benefitting works. Téraployment effectiveness
of training considerably deteriorated in 2009 (dech to 34.3% from 44-45%
in the previous years). This trend shows that itnginas an instrument reducing
structural gaps in the labour market, was not fultifised. To counter the
situation, training curricula should address laabloyers’ needs to the greatest
extent possible. The employment effectiveness ofroonity-benefitting works
was somewhat higher in the analysed years — ies@isated at 40%.

Let us now examine the cost effectiveness charaictgrparticular active
programmes addressed to the labour market.

Cost effectiveness is defined as the cost of rel@yimg an unemployed
person who has completed a programme of occupatamtavation. The data
concerning cost effectiveness is set forth in T&ble

Table 9. The cost effectivene8s(re-employment costs per user) of ALMPs in Polandni the
years 2005-2010 (in PLN)

2005 | 2006 2007 2008 2009 2010
Total 7842 | 6511 6681 9148 1159( 12948
including:
- training 3173 2911 3477 4374 6762 7431
- intervention works 4835 4869 5118 5737 6415 7549
- public works 14884 9102 10050 1257 13122 14069
\'N‘C’)?L“m“”'ty'be”ef'“'”g X 1285 1039 1277 1423 1597
- internships 9557 8458 7615 11309 13085 13977
- on-site vocational 8567 | 6720 6664 10299 8245 X
tralnlng
- start-up funds 10700 11904 13402 17102 18037
- new or additional 120351 5500 9654 13685 18143 18380
equipment for a worker

3 The cost effectiveness is measured as the ratizeadinnual costs of running an activation progranrthe
number of people who, within three months of coripiteof the programme found a regular job, othenfygdh
employment, or started their own firm.

Source: see Table 8.

The cost effectiveness of the active labour mapkegrammes increased
throughout the analysed period, particularly betw2@08 and 2010. The costs
of re-employing an unemployed person increasedtal ty more than 5100
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PLN (65%) and the most cost-effective programme emaamunity-benefitting
works. The amount that the programme needed tonmey a person was
initially PLN 1 000-1 200, but in the years 2009t20it increased by PLN
100-200.The cost effectiveness of training andrisetion works was also
relatively high, although re-employment costs rosboth cases. In the case of
training, the initial amount of re-employment codtsing PLN 2911 on average
in 2006, increased by PLN 4520 in 2010. The cos&smploying a person under
intervention works were also initially relativelypw (PLN 4800-5100), but
gradually rose to PLN 7549 in 2010, which somewtheteriorated the cost
effectiveness of this programme.

Start-up funds for the unemployed had the lowest effectiveness in the
analysed period. The re-employment costs in thgrprome increased from
PLN 12035 to 18037, i.e. by almost 50%.

Public works were very costly too. The re-employmemsts per
unemployed beneficiary kept rising, and reached B\éN 14000 in 2010. Even
so, public works are important for the long-termemployed and low-skilled
people, because they help them integrate into dbeur market. Therefore,
despite the reservations that may arise from tlogramme’s relatively low
employment effectiveness and comparatively high raipey costs, the
programme is still important for being able to @até groups of people facing
particularly difficult situations in the labour nkat and the highest risk of
permanent unemployment. The cost effectivenesfiefptogramme ‘purchase
of new and additional equipment for a worker’ waws.| Its re-employment costs
rose steadily, reaching PLN 18 380 in 2010, twie 2006 amount. Somewhat
smaller funds were needed to re-employ interns #red users of on-site
vocational training. In the former case, the amdbatLabour Fund had to spent
to re-employ a person increased between 2005 ahd #6m PLN 9 557 to
13 977, being greater in the last year of the amalyperiod by PLN 4440
(46.5%).The second programme reflected a greattraftectiveness, as the re-
employment costs increased much less, to PLN 8§22810.

The conclusion arising from the above presentasahat for ALMPs to
be more effective they must be specifically andlwdbressed to the needs of
the target groups, the programmes must be evaluategerformance, and
appropriate adjustments must be introduced wheneegssary. In particular it
would be advisable to increase the employment &ffsress of training, to
improve the quality of job placement and occupatiauidance services, and to
increase the effectiveness of internships and tenvsicational training. Poland’s
2009 allocations to ALMPs accounted for 0.53% oé tbountry’s GDP,
compared with the EU average of 0.44%. It mustdtedy though, that in some
developed EU countries the allocations are eveatgrefor instance in Belgium
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they constitute 1.19% of GDP, in Denmark - 1.17P& Wetherlands — 0.79%,
Austria and Sweden — 0.67% each, and Germany -%40.Ghe important
objectives include improved effectiveness of labouarket programmes
stimulating the occupational activity of the uneoyad, the correct selection of
participants for the programmes, and the monitodhthe programmes so that
public funds spent on them are not wasted.

6. Conclusions

The above presentation leads to the following amsiohs:

« the importance of an active labour market policyaagnstrument reducing
unemployment and narrowing structural gaps in takolr market is
generally recognized, and reflected in many govemtal programmes and
laws;

e the active labour market policy should be integtateith the pro-
employment policy of the State, as this approachrajtees a higher
effectiveness of measures developed to improvéatimur market situation;

« the restructuring of Labour Fund's expenditures/oiming a transfer of
funds from the passive programmes to the actives,omas a move in the
right direction;

« in order to gain better knowledge of what the labmarket needs and to
launch anti-unemployment measures, labour officasstmimprove the
dynamics and quality of their operation in areashsas job placement and
occupational guidance and information services,rdgruiting employees
having specialist knowledge of these areas andriegsthat there is good
cooperation between them and local authorities;

 the high diversity of measures applied within tleéive labour policy is
a positive phenomenon. Special attention shouldiben to the demand-
side instruments that not only strengthen entreaneal attitudes, but also
offer subsidised jobs to groups of people facing thighest risk of
unemployment in order to help them enter the labmarket. The other
important group, supply-side instruments, are myosttended to improve
the occupational qualifications and skills of theemployed;

« higher effectiveness of the occupational activaporgrammes addressed to
the unemployed population calls for improved targgtriteria, the careful
selection of programme participants, monitoringtted labour market, and
analysing the employment and cost effectivenesiseohctive programmes;
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* in the analysed period spanning the years 2005;2fBmunity-benefitting
works, training, and intervention works had theaggst cost effectiveness,
while intervention works, internships, and on-sibeational training showed
the highest re-employment rates. Because the emglaly effectiveness of
training was relatively low throughout the yearsquestion, labour offices
should improve their cooperation with employersget to know their
preferences, and also to learn about the needie ddlbour market.
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Streszczenie

PROGRAMY AKTYWNEJ POLITYKI RYNKU PRACY W POLSCE
W LATACH 2005-2010

W warunkach wysokiego strukturalnego bezrobociaolgd® wang role w jego
zwalczaniu odgrywa aktywna politykaAséwa na rynku pracy. Strukturalny charakter
bezrobocia wynika z niedopasowania struktury pgdaracy do struktury popytu na
prace w aspekcie kwalifikacyjnym, zawodowym i przestrgen Bezrobocie to jest
gtéwnie determinowane konieczoiy przemian strukturalnych w polskiej gospodarce
dla poprawy jej innowacyjrsci, konkurencyjnéci i efektywneéci jako paistwa
cztonkowskiego Unii Europejskiej.

Podstawowym celem opracowania jest ocena skutécizraktywnej polityki
rynku pracy w zwalczaniu bezrobocia w Polsce wdat2005-2010. Realizacja tego
celu wymaga dokonania charakterystyki instrument&wpolityki oraz ustug ugdow
pracy w procesie aktywizacji zawodowej bezrobotnyokazania wydatkéw na
realizaci aktywnej polityki rynku pracy oraz uczestnikowgreonéw aktywnych, ktérzy
dzieki nim uzyskali zatrudnienie. Peth jest take ocena efektéw zatrudnieniowych
i kosztowych zwrzana ze stosowaniem aktywnej polityki rynku pracy.



