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Preface

The present publication forms part of a technical cooperation project between the International Labour
Organisation and the Voivodship Labour Office of the Warmia-Mazury Voivodship of Poland. The ob-
jective of this project was to provide the Labour Office with assistance in drafting a medium-term em-
ployment strategy for the Voivodship by deepening the understanding of the underlying causes of high
unemployment in the region and suggesting potential remedies. 

In the course of the project, two background studies have been developed: the first study by Prof.
Gorzelak and his team from Warsaw University focused on the factors that explain the relative back-
wardness of the region compared to the country average, while the present study examines the interplay
between the institutional framework of the labour market and the market forces at play in the region.

In a previous publication,1 which formed part of an ILO project on “Flexicurity” in 5 Central and
Eastern European Countries, the authors had analysed the trade-offs and complementarities between
labour market flexibility and employment and income security in Poland in the transition era. The ob-
jective of the study was to identify policy options which simultaneously would increase the labour mar-
ket flexibility demanded by employers without compromising the security sought by workers. They
have now applied a similar methodology to the regional context of Warmia-Mazury in order to highlight
the room for manoeuvre regional authorities have in improving the employment prospects of the re-
gion’s inhabitants.

The findings of both studies were discussed with the Voivodship Labour Office and the represen-
tatives of employers’ organisations and trade unions in a seminar which took place in Olsztyn on 15
November 2005. The Voivodship Labour Office will use the outcome of the discussions as well as the
findings of the two studies in preparing a draft employment strategy which already includes a consen-
sus of the social partners before being sent for adoption by the regional parliament in spring 2006.

The Sub-regional Office for Central and Eastern Europe of the International Labour Organisation
would like to thank the Ministry of Labour and Social Policy of the Republic of Poland for the excel-
lent co-operation throughout this project. We would also like to thank the Voivodship Labour Office of
Warmia-Mazury for their dedication to the creation of an employment strategy for the region as well as
for their hospitality. Furthermore, we would like to thank the authors of both studies for their exceed-
ingly knowledgeable and insightful contributions. Finally, we would also like to thank Sandrine Cazes,
Senior Employment Specialist and Deniz Sertcan, Associate Expert in Employment Policies, for the co-
ordination of the project, James Patterson for his careful editing of the paper and Anna Farkas for ex-
cellent secretariat support.

Petra Ulshoefer
Director

ILO-SRO Budapest

1 G. Grotkowska, M. Socha and U. Sztanderska: Misbalancing employment flexibility and security during the period of structural slumps in Poland, ILO
2005.
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1. Introduction

The coincidence of many adverse conditions on the eve of the transition process and the specific eco-
nomic structure of the Warmia-Mazury region has resulted – right from the beginning – in extremely
high unemployment and poor utilisation of human resources. This soon became one of the main prob-
lems faced by the voivodship (see Gorzelak et al. 2005). In this paper we focus on synthetic analysis of
the labour market in Warmia-Mazury voivodship from an institutional perspective. We are particularly
interested in how labour market regulations and labour market policy have influenced employment and
unemployment in the region.

Our paper does not pretend to be a comprehensive diagnosis of the regional labour market (this
task has been carried out by Professor Gorzelak – Gorzelak et al. 2005), nor is it based on rigorous quan-
titative analysis of the influence of institutional changes on labour market performance. Using our
knowledge of the interdependence of labour market flexibility and security of employment and income
in the Polish economy (see Grotkowska, Socha and Sztanderska 2005) we try to assess the influence of
national regulations on the regional labour market and the consequences of regional-level labour mar-
ket policy. On this basis we formulate a number of recommendations concerning changes in labour mar-
ket institutions. Implementation of these recommendations, we believe, would increase employment
and reduce unemployment.

Our deliberations have led to the following general conclusions. First, the inflexibility of the re-
gional labour market is currently so great and the labour market performance so poor that any attempt
to reform particular tools of labour market policy and labour market institutions without coordination
with other programmes and policies of regional development would not bring a clear improvement in
the short or even medium term. Real improvements could be attained only on the basis of a complex
and long-term programme of increased labour demand and improvements in labour force qualifications
and mobility. However, the realisation of such a scheme would require enormous financial resources,
which are lacking at both national and regional level. Furthermore, better social dialogue, at both
voivodship and local level, is a necessary condition of effectively increasing employment. 

Second, despite a certain labour market rigidity caused by the centralisation of policy (wages, em-
ployment protection, ALMP tools, and so on), inflexibility as a result of labour market institutions is not
the main reason for the extremely high unemployment. The main causes of this are the low level of in-
come protection for the unemployed, labour force inflexibility, the low level of qualifications of the un-
employed and other characteristics of local labour markets. We consider the role of labour demand as
an important factor influencing labour market performance. However, it does not seem that labour de-
mand in Warmia-Mazury has fallen more than in other regions. Therefore, we think that supply factors
are equally important for explaining the poor performance of this regional labour market. It seems that
too many of the economically active population have been marginalised and deprived of access to the
formal labour market. We may risk the hypothesis that at present the disadvantageous structure of the
regional labour market rather than institutional regulations is the main source of labour market inflexi-
bility. In this situation, even significant growth in labour demand through more flexible behaviour on
the part of employers (for instance, due to a reduction of non-wage labour costs) may result in further
mismatches rather than employment growth. Therefore, actions aimed at increasing the employability
of low-skilled workers – for example, improving qualifications – seem to be absolutely crucial. Only in
this way would it be possible to create new jobs and to increase both productivity and competitiveness
in the region (Cazes and Nesporova 2003).
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Thirdly, improvements in the labour market situation (particularly higher employment) and a bet-
ter balance between employment flexibility and job and income security could be obtained by amend-
ing the regulations at central level and labour market policies at voivodship and poviat level. These
changes would include regular monitoring of local (poviat) labour markets, preparation of local analy-
ses of the labour market situation and better adjustment of ALMP tools in accordance with the results.
Currently, there are significant obstacles to the national coordination of ALMP and inefficient imple-
mentation in individual poviats. Bringing labour offices under the control of local self-government bod-
ies has limited the scope of central decision-making. We consider this change to be appropriate but on
condition that unemployment reduction is the highest priority for local government and that they have
the necessary resources. However, this is usually not the case. Labour market objectives are usually sub-
stituted by other local objectives and the staff of poviat labour offices are often poorly qualified. On the
other hand, the national authorities have not yet learned to use the available methods of ALMP coordi-
nation. Past experience shows that action by the Ministry leads rather to uniformity than to coordina-
tion of regional labour market policies. This in turn results in lower efficiency of ALMP.

2. How Different Is Warmia-Mazury from Other Regional Labour Markets?

The characteristic employment feature of the Warmia-Mazury voivodship is the very low utilisation of
labour resources: the share of the working population in the total population is only 30.9%, against an
average for Poland as a whole of 39.2%. The age structure cannot be blamed for this low share: 61.1%
of the population is of working age, virtually the same as the national average (61.2%). These figures
lead us to conclude that the share of the working population in the total population of working age is
extremely low: less than 45% actually work.2 The Warmia-Mazury voivodship has one of the lowest ac-
tivity and employment rates in Poland (only every third woman works and fewer than one in five per-
sons with only a primary education) and the unemployment rate is among the highest.

When we look at this voivodship in terms of labour supply, we notice that the regional labour mar-
ket is characterised by the highest dynamics of population growth and the most favourable demographic
structure in the country (Czyżewski et al. 2001). However, this is accompanied by a regular outflow of
population to other regions. At the same time, the share of people of pre-working age is higher than in
other regions, resulting in substantial regular inflows to the labour market of younger cohorts. Given that
in Poland young people possess significantly greater human capital resources than older workers, we
might expect this voivodship’s demographic structure to be one of its chief assets.3 However, it seems
that this is not the case.4 In Warmia-Mazury, the level of human capital measured by the educational
structure of the total population and of employed persons is relatively low.5 At the end of the 1980s more
than 50% of the population had completed only primary education and in 2002 almost 60% of the pop-
ulation aged 15 or over had only a basic vocational education or lower. What is worse, the current struc-
ture of education at the tertiary level is likely to preserve this situation: for example, the region has one

2 According to National Census data, the share of the working population is 44.9%. A lower employment rate was registered only in Lubuskie voivodship.
See: http://www.stat.gov.pl/dane_spol-gosp/nsp/ak_eko_lud/tablice.xls. 
3 The share of people aged 15–24 in the total population is 22.2% in Warmia-Mazury, compared to 20.6% for the country as a whole.
4 The age structure of employment does not reflect the demographic structure: the share of younger persons in employment is lower than the national av-
erage, while the share of older workers is much higher (by 17% in 2003, PLFS).
5 However, we should also take account of intraregional differences. Olsztyn, for instance, has the highest level of human capital in the country (Czyżews-
ki et al. 2001).
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of the lowest shares of pupils and students aged 19–29. The negative migration balance plays a similar
role, since the least qualified or entrepreneurial persons are likely to remain in the region.6

Although the number of businesses has been systematically growing since 1998, the number of en-
terprises (including small businesses run by individuals) registered in the REGON (state register of eco-
nomic entities) for every 10 thousand people is among the lowest in the country. This indicates weak
labour demand and a low level of entrepreneurship. Further evidence of this situation is the fact that new
job offers reported to labour offices are often financed from public resources. Labour demand, to a
greater than average extent, depends on employment in non-market services: more than one fifth of
workers are employed in this sector, while the national average is only 17.9%. Compared to the nation-
al average, the voivodship had a higher share of full-time employees, but a lower share of own-account
workers (without employees) and unpaid family workers. 

The fall in employment over the last 10 years has been lower in Warmia-Mazury than in other re-
gions. Between May 1995 and the second quarter of 2004, the working population in the region fell by
almost 12%, while the average for all voivodships was 16.7%. Warmia-Mazury ranks tenth in terms of
labour productivity (gross added value per employee), which probably reflects the slower pace of re-
structuring in the region in comparison with other voivodships. It is interesting that part-time employ-
ment fell by 18.8% in Warmia-Mazury, while for Poland the figure is only 6.6%. As a result, the share
of part-time workers in total employment was only 7.2% in 2004, compared with the national average
of 10.5%. This is quite surprising since the structure of the economy would seem to favour large-scale
employment on a part-time basis: the share of employment in services and agriculture is higher than in
other regions. 

Data for the period 1998–2003 show that the labour market of full-time workers was characterised
by higher than average dynamics: almost every year hiring and separation rates were higher than aver-
age for Poland. This may be the result of seasonal fluctuations in employment in basic services, for in-
stance related to tourism. At the same time, during the unfavourable part of the business cycle, both rates
fell significantly (see Figure 1). The rate of both of hiring and separation was higher in Warmia-Mazury
than the national average. It confirms the relationship observed in other studies that inflows to unem-
ployment are negatively correlated with the education level (see Newell and Pastore 2000).

6 The model of Fernandez and Rogerson (2001) gives theoretical grounds for the hypothesis on the outflow of highly educated persons from regions with
a low number 
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Figure 1: Labour Turnover 

Source: Warmia-Mazury Statistical Yearbook, various editions.

The increase in real wages may have hindered employment creation. Real wages fell by 1.6% in 2000,
but subsequently grew as a result of rapid growth in labour productivity. Average wages in the voivod-
ship are lower than the national average (by just over 10%), but are not sensitive to the local labour mar-
ket situation. This is illustrated by Figure 2 which presents the relationship between unemployment rates
and the level of wages in the region’s poviats. We get a similar picture when comparing wage levels
with local employment and activity rates. This is partly a result of wage negotiations in Poland which
by and large do not take place at regional level, and partly of the minimum wage setting process (the
minimum wage is uniform for the whole country). Finally, also important is the fact that in non-market
services wage-setting rules are similar throughout the country, influencing wage levels outside this sec-
tor, particularly in the regions where it has a significant share in employment (as Warmia-Mazury). 

Figure 2: Average Wages and Unemployment Rates in the Poviats of Warmia-Mazury

Source: Warmia-Mazury Statistical Yearbook, various editions.
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Other characteristic features are significant and stable differences in activity, employment and unem-
ployment rates among poviat labour markets, which may indicate low intraregional labour force mobil-
ity.

The high unemployment rate primarily reflects the shock which took place at the beginning of the
1990s. After 1998 (that is, during the business cycle downturn) the labour market situation worsened
less than the national average (see Figure 3). In 1995 the unemployment rate in Warmia-Mazury voivod-
ship was higher than the national average by 73.2%, but by 2004 this had fallen to 24.1%. The recent
fall in unemployment has been accompanied by an increase in the number of job offers reported to
labour offices. However, almost half those offers are financed from public funds, and so it is difficult to
say whether the labour market situation has really improved.

Figure 3: Dynamics of Registered Unemployment in Poland (PL) and in Warmia-Mazury Voivodship
(WM) (1995=100)

Source: Warmia-Mazury Statistical Yearbook, various editions.
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unemployed per job offer varied from 1.7 to 5.3. Interestingly, in the ninth group – elementary occupa-
tions – the figure was only 1.8, which may indicate significant job creation for low-qualified workers.

Although four fifths of Labour Fund spending was allotted for unemployment benefits and pre-
retirement benefits and allowances, the vast majority of low-educated workers do not enjoy a great deal
of protection in the event of redundancy. The low and falling share of the unemployed who are entitled
to benefits is a symptom of this problem. On the other hand, since wages in Warmia-Mazury are lower
than the national average, centralised unemployment benefit setting has resulted in a higher replacement
ratio in Warmia-Mazury than in other regions. Furthermore, the benefit system favours regions with so-
called structural unemployment, which strengthens the effect referred to above. This is a possible ex-
planation of the passivity of the unemployed in terms of job seeking indicated by the Voivodship’s
Labour Office and Professor Gorzelak’s report. Almost 60% of persons benefiting from social assistance
(about 14% of the population) indicated unemployment as a reason for receiving social benefits.

Only 16% of financial resources were allotted for active labour market policies (ALMP), affecting
only 17% of the registered unemployed. A further 5% were covered by special local programmes, in-
cluding those financed by PHARE. The implementation of labour market policy was not very efficient,
as throughout Poland, and this is reflected in the significant share of people returning to unemployment
after the end of job programmes. ALMP does not significantly influence job seeking by the unemployed. 

Why is the Warmia-Mazury labour market so different? In order to examine the role of labour mar-
ket institutions and employment protection in job creation and labour productivity growth, we need to
take into account the highly unfavourable effect of the regional labour market. In particular, we must
answer the question of whether low utilisation of labour resources and high unemployment are the re-
sult of the rigidity of labour market institutions which are important for creating new jobs or of the in-
efficient system for helping the unemployed to adapt to ongoing structural changes.

There is a lack of research analysing in a methodologically rigorous way the reasons for the diver-
gence of Warmia-Mazury voivodship from other regions. However, using the results of research on re-
gional labour markets in Poland and other EU countries, we may pose several hypotheses concerning
the regional divergence of labour markets (see Ferragina and Pastore 2005).

First of all, it seems that high unemployment is caused mainly by the radical changes in the struc-
ture of labour demand entailed by economic restructuring and resulting in high inflows to unemploy-
ment. Radical intersectoral changes in the first half of the 1990s (flows between public and private sec-
tor, outflow of employment from agriculture, including those employed in collapsed state agricultural
farms) and restructuring at the branch and enterprise levels in the second resulted in an enormous in-
crease in low-qualified unemployment. The institutional structure of the labour market (among other
things, the strict regulation of dismissals, particularly collective redundancies, the lack of incentives for
flexible employment forms, the fragmentation of trade unions, and so on) and mistakes in labour mar-
ket policy (granting benefit rights to all registered unemployed) made during the 1990s kept unemploy-
ment high (see Kwiatkowski, Socha and Sztanderska 2001). The relatively low attractiveness of the re-
gion for investors, particularly foreign investors (weak infrastructure, small internal market, difficult ac-
cess to highly qualified employees) makes it almost impossible to compensate lost employment with
new jobs. Moreover, newly created jobs tend to require high qualifications. For various reasons,
Warmia-Mazury voivodship has failed to make good use of opportunities to reduce the mass unemploy-
ment of low-qualified persons through investments in infrastructure, particularly transport. Further-
more, the region’s low share of international trade has made it impossible to use exports for job creation.
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Second, the shock of transition and the business cycle downturn were difficult to absorb because
of low labour force mobility. The high costs of migration and investment in human capital cut off a ma-
jor part of the labour force from more active engagement in the labour market. The low sensitivity of
wages to local labour market conditions, generous – particularly to begin with – unemployment bene-
fits, and the attractiveness of employment in the shadow economy maintained the unemployment trap
and low economic activity. It is probable that a significant part of the unemployed have already been
marginalised and it would require radical and costly actions to restore their employability (Jałowiecki
2004).

Third, state action aimed at increasing labour market flexibility (that is, falling employment pro-
tection), stricter conditions of access to unemployment benefits and other labour market policy instru-
ments have accelerated the process of shedding inefficient employees and increased the risk of job and
income loss. In fact, all these changes have probably made people’s behaviour even more rigid (see
Grotkowska, Socha and Sztanderska 2005). This effect has been strengthened by the highly centralised
system of financing regional policy and labour market policy.

3. The Role of National and Regional Labour Market Regulations

The basic regulations governing employment protection are laid down in the law and in Poland apply
nationally. However, their effects may be different in different regions, depending on the characteristics
of local labour markets.

The Labour Code formulates the rules for concluding and dissolving labour contracts, both indef-
inite and fixed. The rules impose certain obligations on employers: the higher the employment turnover,
the higher the labour costs. The share of seasonal employment in the voivodship is relatively high (com-
pared to other regions), therefore employment turnover is high as well. It results in higher employment
costs (higher recruitment costs, low levels of human capital, lack of possibilities to use specific human
capital), which may constitute a greater barrier to employment than in other regions. 

The Labour Code lays down numerous rules concerning the organisation of the work process, de-
termining working time, schedules, overtime, and so on. All these rules increase labour costs since they
make the production process less regular. We do not know of any research on this problem, at national
or voivodship level. If these rules were observed, they would result in higher employment costs, partic-
ularly in private agriculture, tourism, seasonal trades and other services, where tasks are concentrated
in relatively short time spans. It is most probable that employers break the Labour Code rules (and – for
instance – employ one person for tasks requiring the employment of two persons according to the
Labour Code) or resort to the informal economy. 

Another institutional factor affecting the labour market is the trade unions. Polish trade unions are
organised mainly at branch level. The importance of territorial organisations for local labour markets is
rather small, with the exception of industrial regions, particularly non-privatised. However, this does not
affect Warmia-Mazury. It is difficult to assess the scope and strength of trade union influence on collec-
tive agreements even at national level, but especially at regional level, since there are no data.7 There is
no reason to expect that a particular trade union’s activities limit wage adjustment flexibility in this

7 The number of concluded agreements at national level fell from 614 to 310, and the number of additional protocols from 4,651 to 2,432, but we do not
know how many workers are covered by these agreements and what wage growth they provide for.
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voivodship. On the other hand, there is some evidence that insufficiently decentralised or centralised
wage bargaining, together with inadequate coordination, may be a cause of unemployment (see Cazes
2002).

Minimum wage regulations influence wage setting. During the period 1998–2004 the minimum
wage was adjusted to inflation. As real wages grew, the price indexation of the minimum wage led to
the latter falling behind as a percentage of the average wage (from 40.2% to 36.8%) at national level.
This process is regarded as part of a gradual lowering of the obstacles to low-skilled job creation. How-
ever, it does not change the fact that the minimum wage level (together with social insurance contribu-
tions and taxes) might be an obstacle to the legal employment of low-qualified persons (young, inexpe-
rienced, low educational level), particularly in the areas where they constitute a significant part of the
population. In Warmia-Mazury voivodship, the minimum wage is almost 42% of the average wage. At the
same time, it is largely populated by low-qualified people.8 The relatively high minimum wage–average
wage ratio may indicate that a minimum-wage reduction would help solve the high-unemployment
problem. However, it is worth underlining that the minimum wage has substantially different impacts
on different labour force groups. For example, if the available jobs are paid at around the minimum
wage, any further reduction of the minimum wage will not necessarily increase the number of people
taking up such jobs. They will rather opt for a combination of subsistence activity and casual informal
work. This mechanism applies particularly to groups of households which are potentially entitled to
benefits (family benefits, household benefits, social assistance) if out of work (families with numerous
children). For them, lowering the minimum wage may only be a further incentive to exit the labour mar-
ket. However, there are other groups that would become more attractive for employers and whose em-
ployment would potentially grow. 

Low-qualified persons who become entitled to a social allowance (unemployment benefit, social
assistance benefit) are in a relatively good situation in comparison to other voivodships. The benefits
compensate a significant part of the income that they could earn working. The average wage in the
Warmia-Mazury voivodship in 2003 was lower than the national average by 12% while benefits are uni-
form across the country. This is likely to increase the passivity of the unemployed and, as a conse-
quence, could lengthen unemployment duration and the outflow from unemployment to inactivity.
However, the impact of this factor has been diminishing due to a falling number of persons entitled to
unemployment benefits. 

Labour taxation that increases employment costs may significantly diminish labour demand, par-
ticularly in the longer term. This is probably one reason for the strong fall in labour demand in the coun-
try as a whole. Taxes and social insurance contributions are largely uniform at national level. At local
level only real estate tax is fixed. Local self-governments may influence the cost of economic activity
by giving access to cheaper business premises at their disposal or through participation in the costs of
infrastructure creation. Labour costs in the strict sense (non-wage costs) are not determined at the local
level. Therefore the situation on the regional labour market may not be the result of local policy in this
area.

8 According to PLFS, in the second quarter of 2003 the average wage in Warmia-Mazury was 3% lower than the national average. The gap was different
for particular labour force groups: it was relatively bigger for men (5% in comparison with 2% for women), older workers (7.7% in the case of persons
aged 55 or more, in comparison to 1% in the case of those under 24 years), low-skilled workers (in the case of tertiary education it was 7.7% higher than
the national average – 4% in the case of basic vocational education) and private sector employees (an 8% gap; in the case of the public sector the average
was 1.3% higher than the national average). It is also characteristic of the wage structure in Warmia-Mazury that wages in the lower percentiles are high-
er than the national average. However, we should bear in mind that wage data from PLFS may not be representative due to a high share of non-responses. 
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On the other hand, active labour market policies may locally influence the employment situation.
These policies – in their basic shape – are determined by the law on employment promotion but their
structure and particular rules – such as the determination of programme participants – are decided at the
poviat (and therefore local) level. In the Warmia-Mazury voivodship we do not find any significant dif-
ferences in the policies implemented in comparison to other voivodships. Although it was not obligato-
ry, there has been a certain harmonisation of the active policies of poviat labour offices. Partly this is
the result of the lack of financial resources expended on active policies and the limitation of choice in
spending those resources, giving preference to groups of the unemployed as determined by the law on
employment promotion, the low level of knowledge concerning the local labour market and labour de-
mand and the lack of understanding of the reasons for unemployment and of efficient measures for
counteracting it (Bobrowicz et al. 2005). Labour office staff focus on routine everyday activities. Their
efficiency is measured in a fairly rough and ready way (such as the fact of signing off the unemployed
register by a participant on an active programme) (Boni 2004). 

Figure 4: Expenditure on ALMP per Unemployed vs Unemployment Rates in Warmia-Mazury Poviats

Source: Voivodship Labour Office data.

Paradoxically, poviat expenditure on ALMP is lower, the higher the unemployment rate (Figure 4). Fig-
ure 4 may be interpreted to mean that the unemployment rate declines as a result of higher spending on
ALMP per unemployed. This could be the result of both re-employment and the simple fact that ALMP
participants are removed from the unemployment register. However, in our opinion this is not the case
in Poland. The scale and quality of ALMP is so poor that we opt for the opposite interpretation of the
figure. This negative correlation indicates that at the voivodship level, active labour market policies are
more often used in poviats in which the labour market situation is relatively good and employment
prospects are better. However, this leads to an increase in intra-regional differences in the voivodship
and does not counteract unemployment. The structure of participants in individual programmes shows
that access to training is not differentiated across poviats and access to intervention works and public
works increases with the unemployment rate (Figures 5–7). However, intervention works are more high-
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ly regarded than public works and higher access to them in regions with higher unemployment is not a
bad thing.

Figure 5: Unemployment Rate versus Number of Training Participants, Warmia-Mazury Poviats,
2003

Source: Voivodship Labour Office data.

Figure 6: Number of Unemployed per Subsidised Job, Warmia-Mazury Poviats, 2003

Source: Voivodship Labour Office data.

R2 = 4E-07

y = 0.0002x + 30.718

10

15

20

25

30

35

40

0 20 40 60 80 100
Number of unemployed per training participant

Un
em

pl
oy
m
en
tr
at
e
(%

)

R2 = 0.1751

y = -0.2687x + 37.755

10

15

20

25

30

35

40

10 20 30 40 50 60
Number of unemployed per subsidised job

Un
em

pl
oy
m
en
tr
at
e(
%
)



11

Figure 7: Number of Unemployed per Job in Public Works, Warmia-Mazury Poviats, 2003

Source: Voivodship Labour Office data.

Therefore, more programmes are implemented in poviats with higher unemployment. It is worth men-
tioning that the public works programme has had practically no positive impact on the labour market,
as confirmed by all research on ALMP efficiency (Kwiatkowki, Puhani), and such programmes are
usually taken as a poverty relief measure. In poviats with high unemployment relatively greater re-
sources are allotted to a programme that is totally inefficient as far as unemployment reduction is con-
cerned. 

On the other hand, the reverse relationship between programme participants and expenditure and
the unemployment rate indicates that in poviats with high unemployment there are many more ALMP
participants, but lower expenditure for each participant may indicate that programmes are less spe-
cialised and therefore less efficient in a long-term perspective (Figure 8).
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Figure 8: Number of Unemployed per ALMP Programme Place and the Unemployment Rate in
Warmia-Mazury Poviats, 2003

Source: Voivodship Labour Office data.

It seems that poviats with very high unemployment come under public pressure to create jobs in any
way they can. Therefore the most popular ALMP measure is to subsidise employment. This is reflected
by the fact that on average 60% of all job offers registered in labour offices were offers of subsidised
employment. Moreover, a significant proportion of subsidies came in the public sector. If we consider
that there were 4.6 unemployed for each job offer registered at labour offices, and 17.4 unemployed for
each offer of unsubsidised employment, this policy can be easily understood. On the other hand, the
aforementioned data show that labour offices do not actively mediate in job seeking. Focusing on the
rapid reduction of unemployment by means of subsidised jobs is not a good basis for the permanent res-
olution of unemployment problems. Active intermediation and vocational training and re-training (hu-
man capital formation) seem to be better forms of assistance. This is even more important since the ed-
ucational level of the unemployed in Warmia-Mazury voivodship is low: only 2.8% have a tertiary ed-
ucation, 18.5% a secondary vocational education, 6.2% a general secondary education and 33.5% a ba-
sic vocational education, leaving 38.9% with merely a primary education. Therefore 72.4% of the un-
employed registered in labour offices had only basic or primary education.9 This structure differs sig-
nificantly from the educational structure of employees, among whom the share of persons with only a
basic or a primary education accounted for only 46.3% (PLFS data). Low qualifications and little assis-
tance in improving them may be a significant reason for long-term unemployment10 and poor prospects

9 The educational structure of the unemployed differs significantly between poviats: the share of people with a tertiary education varies from 11.0% in the
urban poviat of Olsztyn to below 1.5% in the poviats of Elbląg, Nidzica and Działdowo. On the other hand, the share of persons with at most a primary ed-
ucation accounted for as many as 51.5% in Kętrzyn.
10 According to research by Newell and Socha (2004), more than half the difference in regional unemployment rates in Poland may be explained by dif-
ferences in human capital. 
11 The Danish model is one of the best examples of the implementation of flexicurity, promoted for several years by the ILO. This approach allows high
flexibility for firms while ensuring income and broader social security for workers (see Auer and Cazes 2002). It promotes economic growth in the rapid-
ly developing and changing economic environment of the globalising world economy but provides an appropriate level of income security to labour force
members.
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of getting an unsubsidised job. In turn, subsidised jobs, particularly in the public sector, are not an ef-
fective restructuring tool. 

To sum up, the labour market of Warmia-Mazury is characterised by relatively high external (nu-
merical) flexibility, accompanied by low levels of employment security and income for the unemployed.
There are some inflexibilities in terms of non-wage labour costs and wages (low responsiveness to the
unemployment level). At the same time, labour market policies are not strongly oriented towards im-
proving employability, re-skilling and acquiring new skills. Therefore the rate of outflow from unem-
ployment is relatively low and the average period of unemployment exceptionally long. Workers’ fears
of losing their job in the absence of proper income security for the unemployed leads to rigid behaviour
on the part of people already employed. For instance, it may discourage them from changing job or oc-
cupation in fear of falling into long-term unemployment or encourage them to hang on to their current
employment at all costs. This, in turn, may lead to higher internal flexibility, often accompanied by in-
fringements of labour law and the lowering of statutory labour standards.

Can greater institutional flexibility procure more employment? Probably not. Further institutional
deregulation without increasing the income security of the unemployed and improving their chances of
getting a job will only maintain the status quo. If labour market flexibility is to become an important
factor in economic restructuring, a restructuring of ALMP is necessary, improving the diagnosis of the
reasons for individuals’ unemployment, adjusting tools to those reasons and significantly increasing
their efficiency. In this context, it is necessary to renounce tools that do not improve long-term employ-
ability (for instance, public works) and rather to assess the potential of unemployed persons in the ear-
ly phase of their job seeking and to tailor measures specifically to them. However, expenditure on
ALMP would have to increase significantly and be directed towards people with low human and social
capital.

4. Policy Proposals

Warmia-Mazury’s structural characteristics and large pool of low-qualified (even ‘low-employable’)
labour force are likely to render many tools of labour market policy ineffective in changing behaviour
on both the supply and the demand sides of the labour market, regardless of how successful these tools
have been in other regions. The severe limitations on financial resources make it impossible to imple-
ment solutions characteristic of the Danish model, that is, a combination of high external flexibility,
high income protection and active labour market policy concentrated on a rapid outflow from unem-
ployment to employment.11 Similarly, the Dutch model which emphasises temporary work may also be
ineffective. It is therefore necessary to create some kind of region-specific action package that would
take local conditions into account. 

First, a long-term strategy must be prepared to address the developmental backwardness of the
Warmia-Mazury region. Per capita GDP can be increased and living standards improved by actions
aimed at increasing the employment rate. Strategies to counteract unemployment may be considered on-
ly in this context. The elements of such a strategy may be found in former development programmes,
but it is important to note that they tend to have a short-term character. Moreover their effects on the
labour market are currently not measured satisfactorily. Regional policy strategies should be complex:
that is, they must both stimulate labour demand and improve quality of labour supply. Furthermore, any
programme must have a good chance of implementation: recent strategies have set overly ambitious
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goals that are impossible to attain in the medium term. Moreover, they are not related to particular ac-
tion programmes and sources of financing. The voivodship’s programmes should focus on the region’s
comparative advantages (tourism, ecological agriculture, ecology, modern food industry) and be an in-
tegral part of the euroregion’s development strategy. 

On the demand side, it is important to promote solutions that would lead to reductions in the
transaction costs involved in setting up new firms and improving the survival chances of newly es-
tablished enterprises. A reduction of the tax wedge is a natural way of increasing labour demand with-
out reducing wages. In our view, the elimination of the link between social insurance and registration
as unemployed, as well as the transfer of health insurance financing to general taxation would be a
good way of reducing indirect employment costs. This in turn would constitute a significant incen-
tive for legalisation of employment currently in the shadow economy. The experts’ commission on
health insurance reform proposed such a change as a way of reducing the administrative costs of col-
lecting insurance contributions. It was estimated that making health insurance accessible to all citi-
zens would lead to a slight increase in the number of persons entitled to health care (the few who re-
main uninsured are also treated at public expense) but the costs of system administration would fall
significantly. From the labour market standpoint the elimination of the link between entitlement to
health care and unemployed status is also important because it takes away the incentive to register as
unemployed simply in order to become entitled to health care benefits rather than for the purpose of
job seeking. Obviously, the reduction of the tax wedge is a national-level task. However, in a voivod-
ship in which the share of low-skilled labour is very high, it is likely to bring about more beneficial
effects. 

It might be a good idea to introduce special tax (and other) privileges in the regions with the high-
est unemployment rates. The regional business services development programme seems necessary in or-
der to revitalise SMEs. The development of transport infrastructure, particularly in rural areas, would
favour growth in intra-regional labour force mobility and at the same time boost demand for low-skilled
labour.

As for labour market institutions it would seem a good idea to keep the external flexibility already
attained. However, it is necessary to increase through ALMP the probability of successful change of job
between firms and sectors and to provide higher security of income during job search. It would there-
fore be better to shorten entitlement to unemployment benefit, even while making benefit access more
universal (it is a particularly bad idea to lengthen entitlement to benefit in the regions with the highest
unemployment12). We do not refer here to the total population of the unemployed (the majority are not
entitled to the benefit anyway and have very low incomes.) but to persons who become unemployed.
However, this step would bring positive results only if accompanied by general reform of social assis-
tance benefits that would affect the disposable income of the unemployed. It is impossible to increase
participation and employment rates without reducing pre-retirement allowances that favour early with-
drawal from the labour market. ALMP should focus on increasing the employability and labour market
mobility of the unemployed. However, it would be impossible to gain employees’ support for pro-
grammes increasing labour market flexibility without providing them with proper employment and in-
come security. In the Warmia-Mazury region there are still unexploited possibilities for developing part-

12 In the current year three poviats obtained the right to pay unemployment benefits for 18 months, while in one poviat they are paid for 6 months.



15

time employment13 and fixed-term contracts.14 However, it is first necessary to analyse the reasons for
the falling share of flexible forms of employment in this voivodship. Multiple job holding is less pop-
ular than the national average (in 2003, 7.5% of employed persons nationally indicated double employ-
ment, while in Warmia-Mazury region it was only 3.4% – PLFS).

It will not be possible to attain the optimal level of flexicurity without increasing expenditure on
labour market policy, both for providing those losing their job with greater income security and for im-
proving their employability. It is important to get clear about which groups need ALMP and to adopt
measures which meet their specific needs. In this connection, it is surprising that unemployed persons
without qualifications are not included in the list of priority groups in the Regional Action Plan for Em-
ployment (the groups indicated are: young people, the long-term unemployed and persons aged 50 or
more, with particular emphasis on the rural unemployed and women). These are the same groups indi-
cated in all national-level programmes. 

Reducing the minimum wage may have rather limited importance. Similar to benefits, it may rather
cause workers to withdraw from the official labour market than encourage them to undertake more in-
tensive job seeking. Wage differentiation in relation to productivity could be attained by better coordi-
nation of wage negotiations at regional level. This would require common representation of trade unions
and employers. Without this, regional negotiations may contribute to greater rigidity on the voivodship’s
labour market in which SMEs play an important role.

It is also necessary to change the structure of ALMP spending, reducing the scale of public works
and increasing the role of intervention works and training. The organisation of active programmes is a
local government task. Generally speaking, however, they are not interested in implementing such pro-
grammes, not to mention providing additional financing. Self-governments benefit more from public
works, which enable them to undertake infrastructural investments with a labour force partly financed
by the Labour Fund. This is the main reason for keeping public works, although they are the most ex-
pensive form of ALMP (per unemployed person),15 and totally inefficient from a labour market point of
view. The opinion is often expressed that public works may bring economic benefits to the region
through improved infrastructure (which can be beneficial for business development). They may also im-
prove the employability of participants, particularly if they are combined with training. However, it
seems that in Poland it is a rather costly way to improve infrastructure (it is possible to get better results
with lower expenditure of public resources). Moreover, investments realised within public works pro-

13 Compared to the national average, where about 11% of employment is on a part-time basis, this type of employment is not popular in Warmia-Mazury
region (only 8.2%, PLFS 2003). Paradoxically the difference is greater among women (traditionally a group more inclined towards part-time employment).
As for the age profile, part-time employment is clearly less popular among younger and older workers. This may be related to the lower wages character-
istic of these groups. The hypothesis of low wages as a factor discouraging people from taking part-time employment finds confirmation in data on educa-
tional profile: generally, the lower the educational level, the bigger the gap between Poland as a whole and Warmia-Mazury voivodship in terms of the
propensity towards part-time employment.

As for reasons favouring part-time employment, Warmia-Mazury has a relatively high share of persons who cannot find a full-time job (25% more than
the national average). On the other hand, sickness and disability, further education and worker’s preferences for part-time employment are indicated more
rarely than in national data (8%, 8% and 23%, respectively, PLFS 2003). 
14 However, according to PLFS data for 2003 the incidence of temporary employment in Warmia-Mazury is much higher (by 25%) than the national av-
erage, constituting 17% of total employment. Temporary contracts are more popular for both men and women, although the difference is much higher in
the case of women. Although in general fixed-term contracts are predominantly in use with younger workers, in Warmia-Mazury they are also used exten-
sively with older workers: in the age group of persons aged 55 years or more, more than 13% of all contracts are of fixed duration (the average for Poland
is 5%). As for educational profile, fixed-term contracts are particularly prevalent in Warmia-Mazury among persons with post-secondary and general sec-
ondary education.

It is also interesting to look at the reasons for this kind of employment. In common with Poland as a whole, problems finding permanent employment
constitute the main reason (about 48%) for fixed-term employment. On the other hand, in contrast to other regions where the next two most important rea-
sons are apprenticeship and trial period employment, in Warmia-Mazury more respondents indicate seasonal employment as a reason for fixed-term em-
ployment.
15 At the end of 2003 the figure was PLZ 1273.12 per month, significantly more than spending on intervention works (PLZ 593.17) or unemployment ben-
efit (PLZ 503.20).
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grammes are usually very simple and do not lead to the substantial improvements in infrastructure im-
portant for business development. Today’s infrastructure is of a very high technological level and re-
quires the employment of specialised firms offering high quality services. Specialisation in turn lowers
the cost of investments, which brings additional benefits. 

Training and retraining programmes should be adapted to labour demand. The active participation
of employers is therefore required. It would be a good idea to establish centres developing local human
resources with the participation of employers, labour offices, trade unions, experts, and so on. Howev-
er, this policy should also be supported by greater investment by private enterprises and public author-
ities in training infrastructure. In particular, investments in information infrastructure would reduce the
mismatch between labour supply and demand. 

There must be greater coordination between vocational training and labour demand, but above all
improvements in its quality. If the school education is mis-matched with labour demand structure, grad-
uates cannot find a job. Then ALMP and state training programmes in particular are used as a substitute
for school education. Fewer places on training programmes are available for older job-seekers. The need
for such coordination is proven by the fact that in 2003, for 44 occupations usually not requiring high-
er (or even medium-level) qualifications the number of job offers was higher or equal to the number of
registered unemployed. At the same time, for 62 occupations, no job vacancies were registered at local
labour offices. Secondary education is coordinated by the local authorities and they need to improve co-
operation between the education and employment services. 

The structure of education at tertiary level is also a cause for concern. About half of all students
continue their education evenings or weekends, where the educational level is on average lower. Dy-
namically growing unemployment among persons with a tertiary education may reflect the low quality
of education. The participation of local authorities in scholarship programmes and giving preference to
schools offering regular daytime education may also prove useful. 

There is a need for changes in the functioning of institutions responsible for labour market policy
and income protection:
• Labour market policies should be decentralised, but coordination is still necessary at both national

and regional level.
• The activities of regional and local labour offices should be stepped up in the area of research into

labour demand and active job intermediation. Labour offices should become platforms for regular
cooperation with employers.

• The short-term strategy of solving problems by means of public works should be given up imme-
diately.

• In ALMP programmes it should be taken into account that intervention works diminish in impor-
tance during periods of economic recovery and they should be used rather in the case of low-skilled
persons, preferably together with adequate training programmes.

These actions require coordination between social partners and institutions (for instance, education) and
the development of regional social dialogue. Lack of employee representation in small firms and in
firms with foreign capital may also be a weakness of social dialogue at regional level.
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5. Conclusions

Compared to other regions of Poland, the labour market performance of the Warmia-Mazury voivod-
ship is very poor. The principal causes are exceptionally high and persistent unemployment and the low
level of employment. This is a contributory factor in the continuing gap in GDP per capita between
Warmia-Mazury region and the rest of the country. The situation does not seem to be merely temporary.
On the contrary, structural factors seem likely to render it permanent if nothing is done.16 The structur-
al character of the problems mean that solutions will have to be long-term and require enormous re-
sources from the state budget. 

The low level of flows between labour market states, the low geographical and occupational mo-
bility of the labour force, growing long-term unemployment, and insensitivity of wages to local labour
market conditions17 indicate a high degree of labour supply inflexibility. The relatively low share (com-
pared to the national average) of atypical employment (part-time employment, multiple job holding)
suggests that the region has not made use of opportunities created in recent years by liberalisation of
law-based labour market regulations.18 Therefore, further labour market deregulation may prove to be
insufficient to increase participation rates in Warmia-Mazury. We should rather concentrate on actions
that will decrease the costs of job seeking or of taking up education and training.

Although a high economic growth rate is a condition of increasing labour demand, the low elastic-
ity of employment versus GDP means that it is insufficient.19 Weak growth in labour demand is related
to the excessive non-wage costs of employment (non-wage-cost inflexibility) in existing firms. Other
factors include the region’s unattractiveness to investors (also FDI) and barriers to the establishment of
new firms. The lack of large agglomerations, the low level of human capital, poorly developed trans-
port and information infrastructure and the low quality of business services are probable reasons for the
low inflow of capital from other regions.

The main reasons for labour market disequilibrium (indicated by high unemployment) should
therefore not be sought in over-rigid labour market regulations. Apart from anything else, many firms
do not observe the regulations and employees threatened with unemployment accept the situation. Em-
ployment is high in the informal (grey) economy, although we do not have reliable data on the scale of
this phenomenon. It results from a combination of labour force inflexibility, underdevelopment of oth-
er markets, passivity of firms in creating new jobs, tax evasion (lowering labour costs for employers
and bringing higher net income for workers), weak labour inspection and mistakes in economic policy.
These factors combine with external shocks – including changes in aggregate demand, technological
changes and the opening up of the Polish economy – to generate poor labour market performance. The
main challenge for economic policy is, on the one hand, to improve the employability of the enormous
mass of low-qualified workers and, on the other, to stimulate labour demand in the private sector. High
unemployment and the low level of income protection for the unemployed suggest that reductions in
unemployment benefit or the minimum wage would not solve the problems.20 Root and branch reform

16 The situation may even worsen after Poland’s accession to the eurozone, due to low wage flexibility and limited mobility of labour force and capital. 
17 Research by Huber and Traistaru indicates low wage flexibility on local labour markets (–0.04) in Poland, where the adjustment lag may be as much as
a year (Gruber 2005).
18 This may be the result – among other things – of the high costs of undertaking this kind of employment, caused by commuting and underdevelopment
of the transport infrastructure.
19 According to IMF estimates (2005), closing the gap as regards labour market performance indicators between Poland and the EU average would require
15–20 years of 4–6% average growth. 
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of the whole social benefit system would be required, as it contains many disincentives to economic ac-
tivity. 

In the short and medium term two matters are absolutely crucial: 

1. Increased investment in infrastructure, particularly transport, ICTs and business services. This
would make possible an increase in aggregate demand, the direct creation of jobs for low-qualified
persons, an increase in regional competitiveness, the attraction of capital and an increase in the
number of new firms. At the same time, reduced transport costs and better circulation of informa-
tion could increase labour force mobility. 

2. Increasing the level and quality of education for new demographic cohorts and of vocational train-
ing and re-training for workers already active on the labour market. This will require closer coor-
dination between the education system and local labour market demand. School curricula need to
be changed, especially the methodological knowledge which enables self-study. Investments in hu-
man capital and infrastructure will not only increase participation rates, but also provide a basis for
endogenous effects and the development of ICTs. Otherwise, FDI inflows or increased spending on
R&D will cause only further mismatches. Only after a critical mass is reached in both areas may
we expect a beneficial influence from spending on modern technologies, growing foreign trade and
investments in environmental sectors, and so on, on employment and unemployment.

In this context, there would be some gains from changing the wage bargaining system, a number
of institutions and labour market policies. First, regional social dialogue should be increased, which
would lead to greater wage flexibility. It would also help to build a coalition for the pro-employment
development of the voivodship’s economy. Due to limited resources, however, it would probably be ad-
visable to limit labour market policy target groups to two: low-qualified long-term unemployed and ru-
ral unemployed. The priorities of local ALMP should be shifted in favour of training and intervention
works. However, we would warn against taking refuge in the belief that a simple increase in spending
will bring rapid results. Research seems to show, for example, that current vocational training has not
had much effect on unemployment (see Puhanyi 2005, for instance). Training programmes, like school
curricula, should be closely coordinated with employers’ needs. As we have already pointed out, coor-
dination of labour market policy with other regional-level policies is necessary to achieve synergy.
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